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question vara overhead rights, vhich INRD had not usad 

for at lail tvo yaars prior to seeking authority for 

discontinuance of trackage rights. Through a svitching 

arrangsMnt vith Conrail, tha INRD preserved access to 

local custoMr<?, so that there vas no saaningful "]oas 

of service" by tha INRD. 

InttnrgqitQrY i li 
11. Identify a l l r e i l carriers vho currently 

hava accesa to the Stout Plant and identify and explain 
any changea in service and aeonosio arrangaaent vith 
raapact to tha Stout Plant if tha propoaad tranaact)^4t 
is approved and consussatad. 

Subjact to their gsnaral objections. Applicants 

raspond as follovs: 

The INRD currently bas direct access to the Stout 

plant and v i l l continue to hava direct access to that 

plant aftar approve^ of the proposed transact;.on. 

Conrail can supply transportation sarvica to IPCL for 

coal traffic originating on Conrail and destined for tha 

stout plant. Conrail ean lalivar tha '-Taffic to the 

INRD, vhieh delivers i t to Stout. After approval of tha 

proposed transaction, i t i s conteaplated that CSX v i l l 

Stand in tha shoes of conrail vith raapact te any 

arrangaaents that \ra in plaea batvaan Conrail, tha INRD 

and the IPiL. As providad in the Trackare Rights 

Agreement, NS v i l l gain aeeass to the INRD. Saa Voluae 

SC of the Application at 313-34. 
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CSX/NS-51 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33308 

CSX CORPORATION AND CSX TRANSPORTATION INC 
NO.'iFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

'rnr^A^^rhr^^.^^^™^ LEASES/AGREEMENTS 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

APPLICANTS' RESPONSE TO SECOND SET 
OF INTERROGATORIES AND APPLICANTS' 
SUPPLEMENTAL RESPONSE TO FIRST SET OF 

INTERROGATORIES, FIRST SET OF REQUESTS FOR 
PRODUCTION OF OOCUJIENTS, AND FIRST 
SET OF REQUr.STS FOR ADMIi.SIONS 

FROM INDIANZ^^nj.rc; pnMPP & LIC^ffT COMPANY 

Appl icant al hereby respond t-. the Second Set of 

Interrogatories from Indianapolis Powe. & Light Company 

:"IP&L" or "requester") {IP&L-2) and supplement the 

response to IP&L's F i r s t Set of Interrogatories, F i r s t 

Set of R^-quests for Production of Documents, and Fi r s t 

Set of Requests for Admission. 

GENERAL TESPONrSS 

The following general responses are made with 

reapect to a l l of the requests and interrogatories. 

^ "Applicanta" refers collectively co CSX Comorarlon 
and CSX Transportation (collectively, "csy") Norfolk 
Southern Corporation and Norfolk Souchern Railwav 
company (collectively, "NS"). and Consolidated Rail 
Corporation and Conrail Inc. (collectively, "Conrail") 
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deliveries to, or pickup of empty coal cars from the 
Stout Plant, exceed t'le current switching charge paid by 
IPtL under i t s contract with Conrail and. ifl eo, by how 
much. 

7. Subject to thair gencal objections. 

Applicants respond as follows: Applicants do not know 

whPC Che future charges w i l l be, and therefore, cannot 

assess whether the future charges w i l l exceed the 

current switching charge paid by IP&L under i t s contract 

with Conrail. See response to interrogatory No. 5(b). 

Tnterroaatorv No. 8: Under the proposed transaction, 
w i l l NS'S trackage rights extend over the Indianapolis 
Belt Running Track? 

8. Subject to their general objections, 

Applicants respond as 'ollowa: NS w i l l have overhead 

trackage r-^ghts over a portion of the Indianapolis Belt 

Running Track. See Volumes 8B and 8C of the 

Applicaeion. 

Tnterroaatorv No. 9: If the answer to Interrogator^' No. 
8 i s affirmative, would NS's trackage rights permit IPtL 
to connect directly with NS at a point along the 
•^ndianapolis Belt Secondary through a build-out from the 
E.W. Stout Plant or would NS be limited to overhead 
trackage rights along the Indianapolis Belt Running 
Track? 

9. Applicant.-^ object to the interrogatory to the 

extent that the "Indianapolis Belt Secondary" i s not a 

defined term. Subject to this objection and their 

general objections, Applicants respond -s follows: NS 

w i l l be limited to overhead trackage rights along the 

Indianapolis Belt Running Track, and accordingly. IP&L 



Attachment 2 
_ g _ Page 6 of 6 

wi l l not be permitted to connect directly with NS at a 

point along the Indianapolis Belt Secondaiy through a 

build-out from the E.W. Stout Plant. Se-s Volume 8B of 

the Application at 110-11, 321-22. 

• * * 

Applicants supplement their response to 

Interrogatory No. 9 of IP&L's F i r s t Set of 

Interrogatories, Fi r s t Set of Requeets for Production of 

Documents, and F i r s t Set of Requests for Admissions to 

Applicants with the following: 

Both uhe Perry K and Stout plants are included in 

Applicants' response to Interrogatory No. 8. While the 

Parry K plant i s not a "two-to-one" f a c i l i t y , CSX i s 

treating the f a c i l i t y as a "two-to-one" for purposes of 

giving NS access to i t through coot-based switching. 

S.e Exhibit X to Transaction Agreamant, CSX/NS-25, 

Volume ec at 501 acq. The Stout plant i s accessed 

via the Indiana Rail Road Company. 

Respectfully submitted. 

JAMES C. BISHOP, JR. MARK G. AROW 
WILLIAM C. WOOLDRIDGE PETER J. SHODTZ 
J. GARY LANE Crx Corporation 
JAMES L. HOWE, I I I One James Center 
ROBERT J. COONEY 901 East Cary Street 
GEORGE A. ASPATORE Richmond. VA 23129 
Norfolk Southern Corporation (804) 782-1400 
Three Commercial Place 
Norfolk, VA 23510-2191 P. MICHAEL GIFTOS 
(757) 629-2838 PAUL R. HITCHCOCK 

DOUGLAS R. MA3CWELL 
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1 BEFORE THE 

2 SURFACE TRANSPORTATION BOARD 

3 Finance Docket No. 33388 

4 CSX CORPORATION AND CSX TRANSPORTATION, INC. 

5 NORFOLK SOUIHERN CORPORATION AND 

g NORFOLK SOUTHERN RAILWAY COMPANY 

7 CONTROL AND OPKRATING LEASSS/AGREEMENTS 

8 CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

9 RAILt^r^.D CONTROL APPLICATION 

10 HIGHLY CONFIDENTIAL 

Washington, D.C. 

12 Wednesday, Septtember 24, 1997 

13 Deposition of WILLIAM M. HART, a 

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

15 f o r the P a r t i e s i n the a b o v e - e n t i t l e d matter, 

16 pursuant to agreement, the wit.ness being duly 

17 sworn by JAN A. WILLIAMS, a Notary Public i n and 

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

19 o f f i c e s of Arnold & Porter, 555 'iv-elfth S t r e e t , 

20 N.W., Washington, D.C, 20004-1202, at 9:05 a.m., 

21 Wednesday, September 24, 1997, and the 

22 proceedings being takan down by Stenotype by 

23 JAN A. WILLIAMS, RPR, and MARY GRACE CASTLEBERRY, 

24 RPR, and t r a n s c r i b e d under t h e i r d i r e c t i o n . 

25 

ALDERSON REPORTING COMPANY, ESC. 
(202)289-2260 (800) FOR DEPO 

n n 14th ST.. N.W.. 4lh FLOOR / WASHINGTON. O.C, 20005 
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you were t h i n k i n g of i n t h e q u e s t i o n t h a t I asked 

2 you p r e v i o u s l y about C o n r a i l a c c e s s i n g the Stout 

3 p l a n t ? 

4 A. No. 

I s t h a t because you had a d i f f e r e n t 

g r o u t e i n mind? 

A 

8 0 

I vasn t t h i n k i n g about i t . 

Now t h a t you a r e t h i n k i n g about i t , i s 

9 t h a t t h e way t h a t you b e l i e v e c o a l v i a C o n r a i l 

would get t o the p l a n t ? 

A. I'm not c e r t a i n of t h e p r e c i s e p o i n t s 

of i n t e r c h a n g e and c o n n e c t i v i t y a t the p o i n t s i n 

13 I n d i a n a p o l i s . 

Q. I f a c a r r i e r has access v i a a s w i t c h i n g 

charge t o a p l a n t t h a t i s d i r e c t l y served by 

an o t h e r l a i l r o a d and those two r a i l r o a d s were t o 

merge, where one were t o a c q u i r e the o t h e r , i s i t 

your u n d e r s t a n d i n g t h a t t h a t would be a 

two-to-one s i t u a t i o n as d e f i n e d on your E x h i b i t 

20 No. 2? 

21 A. Yes. 

22 Q. Would your answer be d i f f e r e n t i f the 

23 l a t t e r r a i l r o a d was not t h e e n t i t y thought t o be 

24 merging o r a c q u i r i n g but an e n t i t y owned by the 

25 e n t i t y t h a t i s merging o r a c q u i r i n g ? 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOB OEPO 

n n 14th ST.. N.W , 4th FLOOR / WASHINGTON. D.C. 20005 
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^ MR. SIPE; Do you un d e r s t a n d ^hat 

2 q u e s t i o n ? 

THE WITNESS: No, I do n ' t . Y o u ' l l have 

t o do t h a t one a g a i n . 

BY MR. McBRIDE: 

j Q. Let ' s use s p e c i f i c s t o t r y t c h e l p . 

7 I f , and I'm a s k i n g you t o assume t h i s f o r 

8 purposes of my q u e s t i o n , C o n r a i l has access t o 

9 t h e S t o u t p l a n t v i a s w i t c h i n g and CSX were t h " 

deliver.-ins c a r r i e r t o t h e Stou t p l a n t , do I take 

y o u r p r e v i o u s answer t o be t h a t the S t o u t p l a n t 

would be under my a s s u m p t i o n a two-to-one p l a n t ? 

13 A. Yes. 

14 Q. Now, i f we change my h y p o t h e t i c a l t o 

s u b s t i t u t e I n d i a n a R a i l r o a d f o r CSX, would you 

t r e a t t h e Stout p l a n t as a two-to-one p o i n t ? 

17 A. The second case? 

10 

11 

12 

15 

16 

18 0. I s C o n r a i l v i a s w i t c h i n g a r d I n d i a n a 

19 R a i l r o a d which you t e s t i f i a d i s owned by CSX. 

20 A. Now, t h e I n d i a n a R a i l r o a d i s an 

21 i n d e p e n d e n t l y r u n o p e r a t i o n . So I don't t h i n k 

22 i t ' s t h e same case. 

23 Q. Have you enc o u n t e r e d such a s i t u a t i o n 

24 b e f o r e i n t r y i n g t o d e t e r m i n e what a two-to-one 

25 s h i p p e r i s ? 

ALDERSON REPORTING COMPANY, DSC. 
(202)289 2260 (800) FOR DEPO 

i m Mth ST.. N.W.. 4fh FLOOR WASHINGTON D.C, 20005 
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money, which we loaned him. I t took Mr. Waltz's 

approval. But that \3 the only thing that stands 

3 I out. 

4 

5 

6 

Q So you have no r e c o l l e c t i o n of --

A No. 

Q -- the Indiana R a i l r o a d approaching you or 

7 I IP&L about r a i s i n g t h e i r switch charge? 

8 

o 

in 

11 

A No. I am not saying i t didn't happen. 

Q No, I understand. That's f i n e 

Do you r e c a l l ever saying to Mr. Tom Hobeck 

that i f the Indiana R a i l r o a d increased i t s switch 

12 charge by any amount, that IP&L would immediately 

13 

14 

15 

15 

17 

18 

19 

20 

21 

22 

s h i f t a l l of i t s coal tonnage to truck from r a i l ? 

A No, I don't remember chat i n c i d e n t . But, 

l e t me say t h i s . I c e r t a i n l y i n negotiations have 

s a i d I would use tr u c k s i n certa'.n cases even i f i t 

costs more. I have s a i d that. 

Q Okay. 

A What I r 2?.n by that, to exp l a i n i t , i s i f 

ycu are negotiating where the r a i l r o a d it, trying to 

r i p you off and you have got a trucker cut there tnat 

i s r e a l l y t r y i n g the best he can to get your business 

ACE-FEDERAL REPORTERS, INC. 
Nationwide Cotrerage 

202-347-3700 800-336-6646 4?0-684-2550 
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and do i t r i g h t and serve you three days befcre >ou 

get the c a l l , I would much r a t h e r pay three cents 

more a ton to go with the tr u c k e r , i f that i s what we 

are r e f e r r i n g to. 

Q Mr. Knight, can you t e l l me when -- f i r s t , 

do you have a r a i ] t r a n s p o r t a t i o n c o n t r a c t with the 

Indiana R a i l r o a d ? 

A Yes 

Q Does IP&L? 

A Yes, we do. 

Q When was that c o n t r a c t negotiated? 

k '95, I Lhink. 

Q I n the process of ne g o t i a t i n g that r a i l 

contract with the Indiana R a i l r o a d , did you ever say 

to Mr. Tom Hc.beck that i f the Indiana R a i l r o a d did 

not reduce i t s e x i s t i n g r a i i r a t e s by approximatel^jr^^^^ 

20 percent, that you would truck coal from the new 

Farmersburg mine to the Stout plant? 

A I dcn't know i f I used those words or not. 

The rate we have under that contract i s the truck 

competitive r a t e . Mr. Hobeck was f i g h t i n g two 

trucking companies. He had a fellow on h i s board 

ACE-FEDERAL REPORTERS, INC. 
Nationwide Coverage 

202-347-3700 800-336-6646 41O-684-2550 
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goal *m» to afford «cc«s« by HS to tho«« indu«tri«« to 

vnich both CSX and Conrail currently hav« accsss in 

Indianapolis. 

9. I f th« P«rry K Plant or th« Stout Plant or 
both ara not includad in yowr rasponsa to Intarrogatory 
No. 8, axplein tha raasons fcr tha dacision not to grant 
Norfolk Southam accaaa to thos* plants. 

J^plieants construe tl** i:tef*r*nc« to "includad in 

your rasponsa to Intarrogatory Ho. «" as aaaning 

**includad aaong thosa industrias %ihich MS will obtain 

tna right to sarv*.* Subjact to th* foragoing, and to 

thair ganaral objsctions. Applicants raapond as follows: 

Th* Psrry K plant is • "two-to-ona" facility. 

Tha stout plant is accassad via tha IHRD. Thay ara both 

includad in Applicants' rasponsa to Intarrogatory Ho. 8. 

InttgrggatggY Wot 19 
no. Explain th* r*asons why tha Indiana Rail 

Road Ccapany sought te diseontinua portions of trackage 
rights ovmr th* 8*lt '?*ack in S1» Oockat Ho. AB-299 
(Swb-Ho. 3X), including a d*tail*d d*«'=ription of th* 
loss of petsntial sarvic* to fac i l i t i a s in Indianapolis 
and th* surrounding araa bas*d on this abandonaant. 

J ^ l icants obj oet on tha groxind that th* ansvar 

i s contained in publie docuasnts on f i l s at tha STS. 

subjact to tta« forogolrg and to thair ganaral 

otojactions. Applicants rospond as follows: 

S«* tha Notic* ef tx*Mption filod by th* IMRD in 

Dockat MO. AB>299 (Suto-Ho. 3X). The INRD's right* in 
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that was president of a truckin g company that knew 

what i t cost to move i t by truck. And that i s 

e x a c t l y where he was a t . 

Q What do you mean, that i s e x a c t l y where he 

was a t ? 

A Well, the fe l l o w he had on the trucking 

company, and Tom says he knows e x a c t l y what i t costs 

to move the coal by truck, and s i t t i n g on h i s board. 

And t h a t ' s where our r a t e s are, they are truck 

competitive r a t e s . 

Q Your r a i l r a t e s that you are ge t t i n g from 

the Indiana R a i l r o a d are truck competitive r a t e s , i s 

that what you are saying? 

A Yes. Tom knew e x a c t l y what i t cost to go 

by truck. He t o l d me how he knew that. 

Q So i s that why you entered into the, your 

curreni contract with the Indiana R a i l r o a d , because 

thosf* r a i l r a t e s were competitive with truck? 

A Yes. I think i t ' s r i d i c u l o u s but that i s 

what we had to do. 

Q I'm so r r y , what do you mean i t was 

r i d i c u l o u s ? 

ACE-FEDERAL REPORTERS, INC. 
Nationwide Coverage 

aoO-336-6646 410-684-2550 
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1 A Because Hobeck's c o s t s a.3 nowhere near 

2 what a t r u c x e r ' s costs a r e . What a r a i l r o a d wants to 

3 do i s t r y to block out other r a i l r o a d s so they don't j 

4 
i 

have to compete with them, they only have to compete I 

5 with t r u c k s . That i s what I mean by i t . Thxs was 1 

1 
6 not something two r a i l r o a d s were going head-to-head 

7 on. 

8 MS. TAYLOR: Off the record. • 

9 (Di s c u s s i o n o f f the record.) 

10 MS. TAYLOR: Okay, Mr. Inight, those are i 
t 

11 a l l the questions I have f o r you. 1 
1 

12 MR. MC BRIDE: No r e d i r e c t . 

13 (Whereupon, at 2:57 p.m., the d e p o s i t i o n 
1 

14 was concluded,) 

15 

16 

17 

18 • 

19 

20 

21 

22 

ACE-FEDERAL REPORTERS, INC. 
Nationwide Coverage 
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BEFORE THE 

2 SURĴ ACE TRANSPORTATION BOARD 

3 Finance Docket No. 33388 

4 CSX CORPORATION AND CSX TRANSPORTATION, INC. 

5 NORFOLK SOUTHERN CORPORATION AND 

S NORFOLK SOUTHERN RAILWAY COMPANY 

7 -- CONTROL AND OPERATING LEASES/AGREEMENTS --

8 CONRAIL INC. AND CONSOLIDATED RAIL CORtORATION 

9 RAILROAD CONTROL APPLICATION 

IQ HIGHLY CONFIDENTIAL 

XI Washington, D.C. 

3̂2 Thursday, September 18, 1997 

12 D e p o s i t i o n of JOHN W. SNOW, a w i t n e s s 

14 h e r e i n , c a l l e d f o r e x a m i n a t i o n by counsel f o r the 

15 P a r t i e s i n the a b o v e - e n t i t l e d m a t t e r , p u r s u a n t t o 

16 agreement, the witness b e i n g d u l y sworn by MARY 

17 GRACE CASTLEBERRY, a N o t a r y P u b l i c i n and f o r the 

D i s t r i c t of Columbia, t a k e n at the o f f i c e s o f 

A r n o l d & P o r t e r , 555 Tw e l f h S t r e e t , N.W., 

20 Washington, D.C, 20004-1202, at 10:00 a.m., 

21 Thursday. September 18. 1997, and the p r o c e e d i n g s 

22 b e i n g t a k e n down by Stenotype by MARY GRACE 

23 CASTLEBERRY, RPR, and t r a n s c r i b e d under her 

24 d i r e c t i o n . 

18 

19 

25 
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a p p r o p r i a t e person t o t a l k about t h a t , a l t h o u g h 

Mr. K a r t might be as w e l l . 

Q. Would CSX have any o b j e c t i o n t o t a k i n g 

th e t r a f f i c o f t he s o r t I j u s t d e s c r i b e d at some 

p o i n t o t h e r than t h e Hawthorn y a r d and b r i n g i n g 

i t t o t he S t o u t p l a n t ? 

A. We may o r we may n o t and I wouldn't be 

the one who would know. 

Q. I see. Do you unde r s t a n d t h a t a l o t of 

s h i p p e r s own t h e i r own co a l c a r s these days? 

A. These days and many days i n the p a s t . 

Q. And you understand t h a t a s h i p p e r who 

owns i t s own cars might p r e f e r t o have che most 

e f f i c i e n t arrangement f o r the d e l i v e r y of coal? 

A. I n which r e g a r d t h e y ' r e not much 

d i f f e r e n t from s h i p p e r s of c o a l g e n e r a l l y . 

Q. R i g h t , b u t you do un d e r s t a n d t h a t ? 

A. Sure. That's t r u e o f a l l c o a l s h i p p e r s 

19 t h a t I'm aware o f . 

20 Q. And the a p p l i c a n t s a r e a d v o c a t i n g 

21 e f f i c i e n c y as one of the b e n e f i t s of the proposed 

22 t r a n s a c t i o n , c o r r e c t ? 

23 A. We're not a d v o c a t i n g i t . We're s a y i n g 

24 t h a t one of the b e n e f i t s of the t r a n s a c t i o n w i l l 

25 be g r e a t e r e f f i c i e n c y . 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR OEPO 
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BN Sante Fe merser. I filed two verified statements 

that merger. The first one did essentially similar 
tasks, similar work as the statement I just filed in 

III 
PI 

13) 
[41 
[51 
(61 

about 
|T1 

|8| 

191 
in 
(101 
lui 
|i:i 
1131 
1141 
1151 

Page 10 
proceeding. 

Q. Have you had similar responsibUities in 
mergers involving other industries? 

A. Yes. 
Q. Many or few would you characterize ? 
A. i hare probably done about - worked on 

half a dozen merger filings where the leTei of analysis 
was similar to this, and I've worked on many more 
mergers, merger filings but only maybe half a dozen 

this detail. 
Q. When you analyze merger acquisition 

transaaions, do you typically accept the representations 
made to you by the parties to the transaction ? 

A. I do generally. If there's a way of verifying 
the representations or perhaps seeing if there are 

other 
(161 ways of looking at the same facts that eTeryon^ is 
117] looking at, I try to do those. I try to screen all of 
||g| the infonnation I get as well as I can to see, to look 
119| for possible errors or exv'gerations, that kind of 
thing. 
[201 Q- Do you treat the represeraations made by other 
(211 parties intere:.ttd in the transaction the same . TV? 
(221 A. Y e . 
~ Page 11 

Q. How do you use as an economist resolve 
situations in which you find conflicting presentations 
made to you by different parties interested in the 
transaaion? 

\ . Well, I try to resolve them in the way that 
either the - if there's a factual dispute, I choose the 
facts which I - ei er there's the most factual support 
for a particular other fact or when there's - then 
there's different views on the issue of economic 

111 
(21 

[31 

(41 

[51 

[61 

(71 

(81 

(91 
theories 
[101 
(HI 
(121 
[131 
criteria. 
1141 
was 
(151 
you 
(161 

(I'̂ 'l 

(ISI 
|19| 
(201 
(211 

of competitive behavior, then I rely on what economic 
theory I think is the more plausible one, perhaps one 
which has been tested more successfully than another 
theory wh'ch is being advanced. Those kinds of 

Q. On page 8 of your verified statement which 

submitted as part ofthe document captioned DOJ-I, 

indicated - arui this is, I believe, a quote - 'The 
status station is serv ed direaly only by one rail, 
Indiana Railroad, but is clso served by Conrail, the 
reciprocal switch.' That's about in the middle of page 
8. Do you see that? 

A. Yes, I see it in my copy. 

1221 Q. What is the basis for-your testimtny that IP Jd. 
Page 12 

stattts station is served by Conrail by reciprocal switch? 
X. That's based on information from IP&L. 

How did you obtain that information ? 
I conduced a couole of interviews with 

A t t a c h m e n t 7 
Page 1 o f 3 

Did you iruerview anyone else about this faa? 
I may have gotten the same inf ormati an 

A. 

(11 
(21 
(31 
(41 

people 
(SI at IP&L. 
[61 Q. 
(71 A. 

from 
(8) Indiana Southem Raihvad. I'm thinking of other 

sources 
(91 of that information. Those I think are the only two, 

the 
110] only two sources. 
(11) Q. Do you know who provides the reciprocal 
i 12] switching service for Conrail that you referred to in 
(131 y<'Ur testimony ? 
(14| A. I believe it's the Indiana Railroad. 
(151 Q- Did you interview anyone at the 
(161 Iruiiarui Railroad in cormeaion with preparation of your 
(17) testimony? 
(18) A. No. 
(191 Q. Did you interview anyone at ConraU in 
(201 connection with your preparation of your testimony ? 
(211 A. No. 
[22] Q. Dui you ask at any point to be able to 

Page 13 
interview anyone at ConraU in .connection with the 
f. reparation of your testimony? 

A. No. 
Q. Did you ask at any point to interview anyone at 

the Indiarui RaUroad in conneaion with the preparation 
of your testimony? 

A. No, I didn't 
Q. Do you know whether the reciprocal switch 

[11 
[21 
(31 
(41 
(51 
(61 
(71 
(8) 

that 
19] 

(101 
111) 
(121 
(131 
(Ml 
[151 
(161 
(171 
(181 

you rrfer to in the sentence that we just read was the 
subjea of a file tariff? 

A. No. 
Q. Do you know whether party that provides 

reciprocal switch service to Conrail is uruier any 
obligation to continue to do so? 

A. After-if the merger goes through o r -
Q. Absent the transaaion. 
A. No. I guess - let me just amend that My 

understanding from talking to W!kL and Indiana 
Southem 
(191 represenutives is that if the nierger were not to 
occur, 
(201 that the current or the recent sitiuticn that I 
described 
(211 in my testimony about how Conrail served IP&L, that 
that 
(221 would continue. 

Page 14 
111 So that the implication from the conversations 
(2) I had with tbe people I mentioned was that this 
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A t t a c h m e n t 7 
Page 2 o f 3 

(7! arrangement would continue. If it were not for the 
(41 merger, we would assume we would go on. That's my 

only 
(Sj understanding of the situation. 
(6| Q. If there was a written agreemeru that govemed 
[7] this arrangement, would that be relevant to your 
[l\ analysis? 
[9] A. A written agreement between? Between 

Conrail 
1101 and-
r 111 Q. The party providing what you've described as 
[12] reciprocal sy^'itching? 

A. In the Indiana Railroad? I'll assume the 
Indiana Railroad. I'm sorry, I understand - could 

1131 
(141 
you 
[151 
[161 
[171 
[181 
|19| 
i20| 

(2.1 

repeat the first part of the question, please? 
Q. Would u be relevant to your testimony if there 

was a written agreement berween ConraU and the 
'ndiana Railroad goveming this service? 

A. It is relevant, although, as I say in my 
stau ment, the threat of a build out seems to be very 
important in addition to any agreement that 
Indiana Railroad and Conrail may have. 

Page 15 
HI Q. Would it be relevant to your testimony if the 
121 agreement was terminable in the nearfuture? 
[3| A. Well, I think that that has to be taken in the 
(4) context of Conraii's current ability to access IP&L. It 
[51 might be relevant in terms of affecting the 

conclusions I 
|6| reach, although as I argue in my statement, the 
(71 incentives or taking what I say in my statement and 
[8| adding something to it, the incentives tbat IP&L -
[9] excuse me, the incentives that Indiana Railroad 

would 
[ I0| have towards accepting an agreement with Conrail or 
1111 continuing the existing agreement I see those are 
1121 strongly affected by Conrail's position relative to 
being 
I !3| able to accept a build out. So I have to answer your 
[ 14] question in terms of that 
[151 Q. Page 9 of your 'estimony you indicate that 
IP&L 
116| is a member ofthe ECAR Interconneaion Network. 
What IS 
117) the basis for tfiat aspea of your testimony ? 
[ 181 A. I believe I saw that on the Intemet under 
119| the - on one of the Oasis web pages. 
[201 Q. What is the ECAR Intercormeaion Network? 
I2II A. It'.<ianetworkof utilities in ther.lidwest 
1221 which are al! connected and can trade power, electric 

Page 16 
111 power back and forth. 
|2| Q. Is it an entity in a legal sense? 
13) A. I don't know. 
14] Q. In preparation of your statemeru, did you 
(51 review any documents of the ECAR Intercormeaion 

Network? 
(61 A. No, nothing beyond the web page 

infonnation 
(7] that I mentioned. 
(8) Q. Do you have an H'-derstanding as to how the 

ECAR 
(91 Intercormeaion Network works? 

(101 A. I have a very basic understanding from their 
[11) web page. I couldn't answer detailed questions about 
(12] their exact rules for allocating power, pcwer 
generation, 
[13] no. 
(141 
(151 
Of 
(161 
(17) 
(18[ 
(19) 
(20) 
[211 
[221 

Q. In conneaion with preparation of your 
statement did you inter\iew anyone who is an emplovee 

the ECAR Interconneaion Network? 
A. No. 
Q. Did you in cormeaion wuh the preparation of 

your testimony interview' any other member ofthe ECAR 
Interconneaion Network? 

A. I don' t know because -1 didn' t interview 
anyone for the purpose of leaming about the ECAR 

Page 17 
(11 Network, I may have interviewed another utility 

which 
(21 was part of the ECAR Network, and I didn't know it 

at the 
[31 time and don't know it now. So I don't know the 

answer. 
(4) Q. Do you know whether IP<&L Iruiiaruipolis 

Power A. 
(5) Light has purchased any poy.>er in the last three years 
(61 fiom other members ofthe ECAR Interconneaion 

Nerwork? 
(71 A. I don' t know whether they' ve purchased 

power 
(8) from that network specifically, no. 
[9| Q. Do you have any understanding as to the 

circumstances in which it would be economical for them (101 
to 
[11] 
[121 
[131 
(141 
(151 
(161 
[17] 
(18) 
(19) 
(20) 
(2!) 
did 
(22) 

do so? 
A. I think they - IP&L would certainly have an 

incentive to purchase power ,''rom the Interconnection 
Network if the price of that rower were low relative to 
the price of their own genf>«-ating sUtions. Well, the 
possibility of that happening has not come up, as I 
recall, in the discussions I've had with the IP&L 
represenutives. 
We talked a iittle bit about the other 
generating sUtions on their network, but the issue of 
power coming from ECAR and the price of that power 

not come up, as I recall. 

[II 
(21 
(31 
(41 
15) 

you 
(61 

Page 18 
Q. Did you ask any questions about their abUity 

to purchase power from other members of the ECAR 
lruercor..-T:ction Network? 

A. I don't remember. 

Q. The bottom of page 8 and the top of page 9 

refer to ConraU supplying the remaining 10 pere. nt of 

BSA 

(7) 
[81 
(91 

(IOI 
[111 
(12) 
(13) 
(14) 
[15) 
[16] 
Railn 
117] 
(18) 
II9I 
(20) 
(211 fi 
(22) 

(1) 
(2) 
(3) 
(4) 
(5) 
16) 
(7) in 
18] 
(9) 

[101 
we 
HI) ha 
]121 , 
113) 
any 
(14) oft 
1151 

a 
120] 
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swUching 
(151 fees in Indianapolis? 
(16) A. No. 
[ 171 Q- If there was sudi a contraa, would that be 
(18) relevant to yout testimony ? 
(19] A. That would because the switching fee would 
(201 affect ultimately the prices, that and other things 
would 
(211 affect the prices that Norfolk Southera would offer to 
(221 EP&L. 

ID 
you 
12] 
(3) 

[41 

[5] 

|6| 

(71 

[8! 

[91 

(101 

[HI 

[121 

(131 

114] 

[15] 

(16) 

[171 

out 
(181 
(191 
the 
(201 

of 
(211 

was 
(22) 

that 

Q. 
Page 27 

Further down on page 17 of your statemeru 

indicate this is a poim you alluded to earlier that the 
possU>.4.ity of a build out from IP&L. I take u this is 
referring to the stoutfacUity, was an important lever, 
to use your -words. Did you in conneaion with Jte 
preparation of your testimony - first, am I 
understcmding that portion correaly? 

A. Yes, I think so. 
Q. In connection with your evaluation of this 

build oiu, as you refer to it, did you interview anyone 
at Indiana RaUroad to determine whether the possibUity 
of this build out had any influence on their pricing 
behavior to IP&L? 

A. No, because I didn't interview anyone at 
Indiana Railroad. 

Q. Do you have a view as to whether it would be 
economically rational for IP&L to complete the build 

that you refer to in your testimony? 

A. I think making a very rough guess based on 

cost estimates and IP&L's represenution of the kind 

savings they were able to gtL with competition which 

essentially supported by a build out and the tonnage 

Page 28 
goes to stout, it would appear to be a reasonable 
investment for IP&L to make. IP&L certainly has 
represented that that b the case. But just based on 

[1] 
[2] 

(3! 
the 
(4) 

[5] 

(6) 

.1 

18] 

(9) 

110] 

111) 

(12) 

(13) 

the 
[14] 

(15] 

116] 

117] 

cost and the likely rate savings I think it is something 
that would make sense. 
One thing I might add I think what happens a 
lot of times that happens in these build out situations 
that the build out never occurs, but it's a reasonable 
enough threat to the incumbent railroad, the serving 
railroad, in this case Indiana RailroMd, that it's taken 
seriously, and the threat has an affect on the rates. As 
loi^ as it's something which is a credible threat in the 
economics terminology, it can often have an effect ou 

rates of the servii^ railroad charges. 
And on the surface of it it looks like the 
economics would support it, given the cost estimates. 

Q. Did you do any written aruzfyjis of whether the 

(IS) costs this build out would be-worth it? 
119] A. No, Iifidn't. 
(20) Q. So the arudysis that youjust described for me, 
(21) is that some analysis that youjust did in response to my 
(22] question or is that arudysis that you did at some earlier 

Page 29 A t t a c h m e n t 7 
time? Page 3 o f 3 

A. No, I knew the key values here, tbe cost of 
(II 
(21 

the 
(31 

(41 

and 
(Sj 

[6] 

build out, the apparent savings from the buUd out 
given - which would be calculated from the tonnage 

the cost. I had done this earlier in my head and given 
current low interest rates it struck me as an 

mvestment 
|7] that would pay off, given, say, a 20 year or more life 
(8] span of the track. Of course some of the costs - well, 
(9| it seemed like a sensible investment, and I did some 

[10] sketches of that eariier. 
(Ill Q. Did you inquire of anyone whether there were 
(12) environmental restriaions that might preclude this build 
(13] out from occurring ? 
(14) A. No, no not before I wrote my sutement 
(15) Q. Given the parameters that you were referring to 
(16] eariier that you considered in evaluating the btuld out 
lit] at what price would the build out be too expensive to be 
(18) a credible threat to use the temiinology that I believe 
[19] you used in your earlier answer? 
120] A. That's hard to say. I don't know what 
interest 
(21] rete IP&L would use in its intemal calculations 
about 
[22] whether there was a worthwhile use of its capital. I 

Page 30 
[1] suppose if it were three times as high as the 8 or 9 
(2] million it might approach being not a profitable 

option 
(3] and might not be taken seriously by Indiana 

Railroad. 
(4) But it's hard to answer without knowing the 
(5) cost of the capital to Indiana fower & Light and 

whether 
(6) there's any risk involved which they would have 
|7] considered in their decision. 
(8] Q. Would you regard the build out threat as 
[9] relevant to your analysis iflP&L had concluded 

[ 10] internally that U would never do the build out but that 
(11) the Indiana RaUroad perceived that IP&L might? 
[12] A. Well, it might not change much in my 
analysis 
(13) because if I undrrsUnd your question right, what's 
114] important here is whether Indiana Railroad believes 
this 
115] is a threat to deal with if they are risk averse and they 
(161 atUch a low probability that the build out ever 
(17] happened. But they' re still very nervous about losing 
[18] all of this cual traffic to somebody via a build out, 
119] th^ might still - the build out might still be an 
(20) important aspect of competition to them, even if 
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Page 27 
Q. Further down on page 17 of your statemeru 

indicate this is a point you alluded to earlier that the 
possUiUity of a build out fi-om IP&L. 1 take u this is 
referring to the stout facUity, -was an important lever, 
to use your words. Did you in cormection with the 
preparation of your testimony - first, am I 
understanding that portion correaly? 

A. Yes, I think sc. 
Q. In conneaion with your evaluation of this 

build out, as you refer to it, did you interview anyone 
at Indiana RaUroad to determme whether the possibility 
of this buUd out had arty influence on their pricing 
behavior to IP&L? 

A. No, because I didn't interview anyone at 
Indiana Railroad. 

Q. Do you have a view as to whether it would be 
economically rational for IP&L to complete the build 

that you refer to in your testimony? 

A. I think making a very rough guess based on 

cost estimates and IP&L's represenution of the kind 

savings they were able to get with competition wiiich 

essentially supported by a build out and the tonnage 

Page 28 
goes to stout, it would appear to be a reasonable 
investment for IP&L to make. IP&L certainly has 
represented that that is the case. But just based on 

cost and the likely rate savings I think it b something 
ĥat would nakt sense. 

One thing I might add I think what happens a 
lot of times that happens in these build out situations 
that the build out never occurs, but it's a reasonable 
enough threat to the incumbent railroad, the starving 
railroad, in thb case Indiana Railroad, that it's taken 
seriously, and the threat has an affect on the rates. As 
long as it's something which b a credible threat in the 
economics temanology, it can often have an effect on 

rates of the serving railroad charges. 
And on the surface of it it looks like the 
economics would support it, given the cost estimates. 

Q. Did you do any written analysis of whether the 

(18] costs cf this biuld out would be worm u? 
(19] A. No, I didn't 
(201 Q. So the arudysis that you just described for me, 
(21] IS that some arudysis duu you just dui m response to my 
[221 question or is diat analysis that you did at some earlier 

Page29 A t t a c h m e n t 8 
(U 
[2] 

tbe 
PI 
(41 

and 
(5) 

(6) 

time? Page 1 o f 2 
A. No, I knew the key values here, the cost of 

build out. the apparent savings from the build out 
given - which would be calculated from the tonnage 

the cost. I had done thb earlier in my head and given 
current low interest rates it stmck me as an 

investment 
[7] that wouid pay off, given, say, a 20 year or more life 
(S) span of the track. Of course some of the cf>sts - well, 
[9] it seemed like a sensible investment, and I did some 

[101 sketches of that eariier. 
(II) Q. Did you inquire of anyone whether there were 
(121 environmental restrictions tliat might preclude this build 
[12] out from occurring ? 
(14) A. No, no not before I wrote my sUtenent 
[15] Q. Given the parameters that you were referring to 
[16] earlier that you considered in evaluating the build out 
[17] at what price would the build out be too expensive to be 
(18) a credible threat to use the terminology that I believe 
(19) you used in your earlier answer? 
(20) A. That's hard to say. I don't know what 
interest 
(21) rate IP&L would use in its intemal calculations 
about 
(22) whether there was a worthwhile use of its capital. I 

Page 30 
[ 1) suppose if it were three times as high as the 8 or 9 
[2] million it might approach being not a profiuble 

option 
13] and might not be taken seriously by Indiana 

Raiiroad. 
(4) But it's hard to answer without knowing the 
[5] cost of the capital to Indiana Power & Light and 

whether 
[6] there's any risk involved which they would have 
[7] considered in thdr decbion. 
18) Q. Would you regard the build out threat as 
[9] relevant to your analysis iflP&L had concluded 

[ 10] internally that u would never do the build out but that 
1111 the Indiana Railroad perceived that IP&L might? 
[12] A. Well, it might not change much in my 
analysb 
[13] because if I understand your question right, what's 
114) important here b whether Indiana Railroad believes 
thb 
[151 b a threat to deal with if they are risk averse and they 
1161 atUch a low probability that the build out ever 
1171 happened. But they're still very nervous about losing 
118] all of thb coal traffic to somebody via a build out, 
(191 they might still - the build out might still be an 
[20] important aspect of competition to them, even if 
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IP&L wJio 
[Zi 1 perhaps had better information than Indiana 
RailrxMdeven 
:22l if IP&L thought it wasn't going to pay a suspect, 
IP&L 

Page 31 
[ 11 would never want to make thb known. Thb b just 

part 

XMAXitIt) 

(21 

131 

[41 

(51 

[61 

'71 

[8] 
b 
[91 

;io] 
;n) 
(12) 
;!3) 

;:5] 

: i6i 

117] 
118) 

of their negotiations with Indiana Railroad. 
Q. What iflP&L believed th.. U could be buUt 

arui would be economical to do so, but the Iruiiarui 
Railroad did not believe that IP&L would ever do u, 
would that affea your analysis? 

A. And the build out occurred? I would want it 

I would like to answer your question in that context. 

that a fair thing to do? 
Q. Well, we 're evaluating a potential transaction 

that hasn't happened yet, arui I'm asking you if you dui 
you) investigation and you leamed from the utUity that 
they believed that they eould build out, but you teamed 
from the railroad currently serving the utUity that they 
du! not believe that the buUd out could ever happen for 
whatever reason, would that affea your testimony? 

A. It might, but if the build out really - if the 
build out were possible and India.na - IP&L began 

work on 
[19] the build out perhaps in some way that it was not very 
[20] costly to get started, that might change 
[21] Indiara Railroad's mind, particulariy if Indiana 
Railroad 
[221 was just wrong and very stubbom but wrong, I think 
that 

Page 32 
111 that might not change the analysb at all. If it really 
[21 were Ume that the build out was going to occur 

without 
(3) some sort of rate concession from Indiana Railroad, 

for 
|4i example, it might not be very hard for Indiana 

Railroad 
(5) to finally become convinced of that. 
(6) Q- If Indiana Railroad dui not believe that the 
(7] build out would ever happen, would the build out be a 
(8) credible threat to use your economics term that you 
[9] introduced earlier? 

110] A. I think it would because tht only outcome of 
! u ] that woidd be that Indiana Railroad .•ealized that its 
! 12] beliefs were wrong and would just have to chaise its 
(13) beliefs. 
[141 Q- »̂  becomes a credible threat only c^er ir's 
[151 buUt, is that your testimony? 
[161 A. Well, I mean, thb baU based on-thb 
(171 hypothetical b all based on Indiana Railroad heii« 
[IS] wrong, and I Fmd it hard to beUere that th^ vk juld 
[19] continue to be - to continue a wrong belief if Uiere 
[201 were accumulating evidence to the contrary that they 
121] would just change their belief, change thdr 

assumpt̂ cu 
(221 about the build out 

A t t a c h m e n t 8 
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(1] And I think eventually thoy would under thb 
[2] hypothetical and whether or not tbe build out 

occurred. 
[3] 
(4) 
(5i 
(61 

(71 

(8) 
(9) 

(10) 
(Ul 
: i2] 

(131 
wiOt 
lUl 
(151 
(16) 
(171 
[18] 
[19] 
[20] 
(21) 
[22] 
covers 

there wouid still be essentially two railroad 
competition. The dfect would be of two railroad 
competition. 

Q. What is the basis for your testimony that IP&L 
is part ofthe ECAR Intercormeaion Network - strike 
that. 
We already talked aboia that. 

A. Yes, I think you asked me about that. 
Q. I 'm sorry. I already asked you about that. 

Page 18 of your testirrutny you refer to past 
competition between Conreil, Iruiiarui RaUroad, arui 

the delivery of coal to the stout plant. What is the 
basis for that portion of your statement? 

A. My interviews with IP&L. 
Q. Did you review any documents relating to that 

competuion? 
A. No, I didn't-no, I didn't. 
Q. What IS the PJM Interconneaion Association 

that you refer to on page 10 of your testimony? 
A. That's the Intercoiuiection Network that 

Page 34 
Pennsylvania, I bdieve New Jersey, Maryland, 
Dbtrict of Columbia, possibly some other areas. 
Central Atlantic area which PEPCO b a member. 

Q. Is the PJM Intercormeaion Association an 
entity of some sort? 

A. It b an entity, yes. 
Q. Does u have employees? 
A. Yes. 
Q. Do you know how PJM works? 
A. I have a basic understanding. I' ve reviewed 

(11 
(21 
(3) 
(4] 
(5) 
(6) 
(7) 
[8] 
(91 

(10) 
(11) 
me 
(121 
(13) 

thdr web jpage, I've talked to one person at PJM gave 

a little information on thdr dectridty pridng. I've 
talked to people in my Indiana Trust Divbion who 

have-
(14] who seem to have an understanding of PJM. I visited 
the 
(15) central dbpatching plice of PJM. I've seen a PJM 
report 
(16] on its activity, that sort ot thing. 
[17] Q. When you spoke tc someone at PJM regarding 
(18] electricity pricing, was thot in cormeaion with the 
(19] preparation of this staten eru? 
(20) A. Yes. 
(211 Q- speak to ? 
(22) A. I don't remember her name. Thb was a 
question 
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HI about my initial question, had to do with thdr peak 
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[2] off pe 
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answer. I 
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(7) A. 

would be 
(8) the sai 

ECAR. I 
[9] did I 

(10) ofPJ> 
thePJl 

Q. 
circun 

III) 
(12) 
(13) 
to 
(14) 
[15] 
116) 
[17] 
[18] 
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Associa 

A. 
Q. 
A. 

perfect 
119] substiU 
(201 particu 
sUtions. 
(211 That PI 
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substitute, 

[1] that's m 
generating 
(2) sutions. 
[3] Q. 

through 
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[6] A. 
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I . INTRODUCTION 

My name is Thomas D. Crowley, I am an economist and President of the economic 

consulting firm of L.E. Peabody & Associates, Inc. The firm's offices are located at 1501 Duke 

Street, Suite 200, Ale.xandria. Virginia 22314. I am the same Thomas D. Crowley who filed 

testimony on behalf of Indianapolis Power & Light Company ("IP&L") on October 21, 1997. 

As stated in my previous verified statement on behalf of IP&L, if the CSX/NS- control 

application of Conrail '̂ is approved in its current form, IP&L will lose the existing competitive 

rail altematives to its E.W. Stout ("Stout") and CC. Perry K ("Peny K") Generating Stations. 

In its October 21, 1997 Supplemental Comments, IP&L requested that the Surface 

Transportation Board ("STB") condition its approval of the acquisition of Conrail by requiring 

"pro-competitive measures" such as enabling an altemate carrier direct access to the Indiana 

Southem Railroad ("ISRR"), the Indiana Railroad ("INRD") and IP&L's Stout and Perry K 

Stations, as Conrail has today. Although IP&L did not specifically presem the ISRR as the 

solution, upon review of the Responsive Application of Indiana Southem Railroad, Inc., ISRR's 

requested conditions would retain IP&L's existing competition. The ISRR's requested trackage 

rights in Indianapolis would replace the lost neutral carrier in Conrail, preserving IP&L's current 

two rail-carrier competition between 13RR and CSX's 89 percent owned subsidiary, INRD. 

ISRR's trackage rights would allow its coal trains serving IP&L's Perry K and Stout Plants to 

be routed efficiently, as they are today and iiot inefficiently, as NS coal trains are routed (via 

Hawthorii?! Yard). 

The testimony on belialf of IP&L (designated a.s IPL Exfiibii 4) dealt with the impact on the existing competitive 
options available to IP&L's Stout and Perry K Stations, and IP&L's future ability to acquire market 
transportation rates to each station due to CSX's and NS' .icquisition of Conrail. 
CSX Corporation and CSX Tran;-portation, !nc. (''CSX")/Norfolk Souihem Corporation and Norfolk Southem 
Railway Company ("NS") proposed acquisition of Conrail Inc. and Consolidated Rail Corporation ("Conrail"). 
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This verified statement addresses the Applicants' Rebuttal comments on the ISFvR's requests 

and how those same requests coincide with IP&L's concems for their lost competition and 

required conditions. My comments are organized below under the following topical headings: 

II. Summary and Findings 

III. IP&L/ISRR Current Altematives 

IV. Impact on Controlled Lines on ISRR and Service to Perry K and Stout Plants 

V. Applicants' Rebuttal and Altematives to IP&L/ISRR's Lost Rail Competition 

VI. ISRR's Requested Conditions are Responsive to IP&L's Lost Competition 

mm 
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II. SUMMARY AND FEVDINGS 

If the CSX/NS control application is approved in its current form, IP&L will lose the 

existing rail competition that it enjoys at its E.W. Stout and CC. Perry K Generating Stations, 

including the competitive alteraatives involving the ISRR. 

The following summary and findings are derived from my analyses of the Responsive 

Application of Indiana Southem Railroad, Inc. and the CSX/NS' Rebuttal Statements. 

1. For existing and future movements of coal to Perry K, IP&L currently has access to 
three altematives: 1> ISRR/Conrail direct; 2) INRD/Conrail direct; 3) INRD to Stout 
and tmck from Stout to Perry K. 

2. For existing and future movements of coal to Stout, IP&L currently has access to a 
number of alternate railroads and rail routes which include: 1) INRD direct; 2) 
ISRR/Conrail and a switch ôve on INRD; 3) CSX/INRD; and, 4) altemate build-
out/build-in scenarios to access Conrail direct. 

3. If the CSX/NS acquisition ot Conrail is approved in its current form, CSX will control 
deliveries to both Perry K and Stout because CSX will gain control of the existing 
Conrail lines. With CSX's 89% ownership of INRD, CSX will have a strong economic 
incentive to favor its subsidiary, the INRD, eliminating ISRR as a competitive 
alternative. 

4. Following the CSX/NS proposed acquisition of Conrail. NS will gain "overhead" 
trackage rights on the Belt- to the Hawthome Yard. These "overhead" trackage rights 
will not provide effective competition to CSX at either Perry K or Stout. 

5. The reasons that tiie proposed CSX/NS' plan competitively disad\antages the ISRR 
movements to IP&L's Perry K Plant are: a) CSX owns 89% of the INRD, the 
competing carrier to ISRR; and, b) CSX will c ol direct rail deliveries to Perry K via 
ISRTi and INRD. CSX/INRD will also cont.^» inick deliveries from Stout because it 
will be the only rail carrier to Stout. Stated differently, CSX will control all effective 
transportation options to Perry K, 

6. The reasons that the proposed CSX/NS' plan competitively disadvantages the ISRR 
movements to IP&L's Stout Plant include: a) CSX owns 89% of the INRD which is the 
only railroad .serving Stout; b) CSX will control the Conrail Belt which eliminates direct 
access to Stout by the ISRR or any other railroad other than CSX; c) CSX will control 

The Indianapolis Belt Secondary ("Bell") is a "U" shaped line of track approximately 13.5 miles long that 
covers the southern part of Indiaiupolis. See (Exhibit TDC-l) 



the Conrail Belt and connecting rail lines which eliminates build-out or build-in options 
to the ISRR or any other railroad other than CSX; and, d) NS only has overhead 
trackage rights to Hawthome Yard and the movement of high volume coal to Hawthorne 
Yard by NS for subsequent delivery by CSX is extremely inefficient and considerably 
more costly. 

7. ISRR expects to lose $1.5 million annually to the CSX/iNRD because it will no longer 
be able to compete as a result of the transaction. ISRR's other traffic movements will 
also become less competitive because of their increased cost per unit. 

8. The ISRR is the effective competitive restraint on the INRD rates for Perrj' K and Stout 
Plants, . This was evident in the 
negotiations for the present INRD move to Stout. 

9. IP&L's power supply options are not alternatives to two carrier access in disciplining 
rates. Mr. Vaninetti erred in claiming that IP&L can tum tr> its Petersburg or Pritchard 
plants for dispatching power to Stout as a means to "discipline" the INRD rates. Also, 
in WTU,-' the STB has recognized that the ability to generate power at another plant 
does not discipline transportation rates. 

10. Contrary to Mr. Vaninetti's assertion, westem coal transportation rates can compete with 
locally mined Indiana coal. Mr. Vaninetti in the UP/SP merger acknowledged that 
Westem Coal was extremely competitive in the eastem markets. 

11. ISRR's requested trackage rights are applicable to: 1) the Conrail 1 ines that access Stout 
and Perry K; and, 2) the Conrail lines to be "built-out" to or "built-in" from. 

12. IP&L's build-out is feasible and justified with Mr. Kuhn's additional constmction 

See STB Decision No. 41191 West Texas UtilitiesCompanv v. Burlington Northem Railroad Companv. served 
May 3, 1996 ("WTU"). 



ni. IP&L/ISRR C JRRENT ALTERNATIVES 

A. BACKGROUND 

The ISRR began operations in April 199 '. providing rail service over approximately 176 

miles of track between Indianapolis and Evansville, Indiana. The ISRR's line at Mile Post 6 

("MP6") connects with Conrail's track before reaching the former Indianapolis Belt secondary 

("former Belt"). In 1992, IP&L received its first shipment of coal originated by the ISRR and 

has always viewed the ISRR as an efficient and competitive alte native with respect to IP&L's 

present and future movements to the Perry K and Stout Plaias. A schematic of IP&L's 

altemative routes and ISRR's requested trackage rights is included as Exhibit (TDC-1). 

B. TRANSPORTATION ALTERNATIVES 
FOR PERRY K AND STOUT 

Today, IP&L's Perry K Plant receives its coal supply via an ISRR/Conrail move. Similar 

to the ISRR/Conrail altemative move for Stout, the ISRR brings the southern Indiana coal north 

where it is interchanged with Conrail north of MP6. Conrail then moves the coal directly to the 

Perry K Plant. 

- , Conrail can also deliver competing INRD coal to Perry K via switching at the fomier 

Belt. '̂ 

With respect to the Stout Plant, IP&L presently receives coal delivered by the INRD 

directly. As described in my previous verified statement on behalf of IP&L, the Stout Plant also 

has a number of other viable comf)etitive alternatives for delivery of coal such as: 1) 

ISRR/Conrail and delivery by INRD pursuant to a Conrail absorbed switch charge; 2) CSX 

CSX/NS-178, Railroad Application, Applic;mts' Rebuttal, Volume 2A, page P-195. 

Also sec schematic. Exhibit (TDC-1). 
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origination and an INRD delivery; and, 3) a build-out to Conraii with connection to rail 

carrier(s) that access Indiana, eastem and westem coals. 
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rV. IMPACT ON CONTROLLED LINES ON ISRR 
AND SERVICE TO PERRY K AND STOUT PLANTS 

If the CSX/NS control application is approved in its current form, IP&L's loss of Conrail 

as a competitor in Indianapolis wil) have a significant affect on the alternative competitive routes 

to IP&L's Stout and Perry K Plants as described above, including those involving the ISRR. 

John W. Orrison's Rebuttal Verified Statement claims that the proposed transaction is 

intended to replicate the present operation in Indianapolis by simply substituting Conrail with 

CSX.- CSX would operate the Belt as did Conrail, switch the traffic for customers located on 

the Belt as did Conrail, and prcvide Hawthome Yard for NS switching instead of being switched 

at CSX's State Street Yard. However, no longer will a neutral carrier have access to IP&L's 

Perry K and Stout Plants or to sht»rt-line carriers like the ISRR. Orrison believes that "to avoid 

the loss of competitive rail service by two Class I carriers, NS will essentially assume CSX's 

present position in Indianapolis. "-

In its Application, CSX feels it has addressed the competitive rail service issues in 

Indianapolis by granting the NS overhead trackage rights on Conrail's Muncie-lndianapolis Line, 

CSX's Lafayette-Crawfordsville, IN Line, Conrail's Crawfordsville-Indianapolis Line, and 

Conrail's Indianapolis Belt Line to serve the 2-to-l shippers and shortline railroads.- With 

"overhead" trackage riglits granted to NS. NS will not be able to directly serve any industries 

including the IP&L plants, any shortiines such as the ISRR or build-outs and new facilities as 

they or any other carrier such as the ISRR could if they had been given "local" trackage rights. 

The NS' competitive access would be limited to their dtlivery and pick up of all loaded and 

-' CSX/NS-178, Volume 2A. pages P-653 and P-54. 
5' CSX/NS-nS Volume 2A, page P-654. 
5' Railroad Control Application, CSX/NS-20, Volume 3A, page 211 



empty cars to and from CSX'. Hawthome Yard with switching on a contractual basis.-

Although these intentions may have satisfied some ofthe 66 "2-to-r" shippers in Indianapolis, 

it fails to maintain the IP&L and ISRR competitive requirements needed to serve 'he Perry K 

and Stout Plants. 

As I explained in depth in my previous verified statement on behalf of IP&L, the Applicants 

have acknowledged Perry K and Stout as "2-to-r locations '̂ in their Application, depositions 

and workpapers. But, more importantly, the Applicants' witnesses have shown and 

acknowledged CSX's ownership and control of its subsidiary, the INRD. On page 14 of the 

deposition of CSX's Witness, Mr. Sharp, Mr. Sharp acknowledges that CSX owns 89% of the 

INRD^' and that he is on INRD's Board of Directors. 

Therefore, CSX can not be 

considered a competitive or neutral carrier to IP&L or ISRR movements when replacing Conrail 

in Indianapolis because of its 89% ownership and control of the INRD. 

^ ' v';SX/NS-20, V->'ume 3A. page 211. 
^ ' Although the Applicants claim an "oversight" in providing an incomplete list of only thirty (30) of the shippers 

in the proposed agreement gr?Jitmg NS trackage rights, a list of the 66 Indianapolis 2-to-l shippers, including 
IP&L. can be fotmd in CSX/NS-178, Volume 3B, page 638. and in CSX's Witness Hart's workpaper at CSX 
05 HC 000102. 

^ ' CSX/NS-20, Volutne !, page 271 of the Application shows that the Indiana Railroad is a subsidiary of CSX and 
that CSX has 89% controlling interest. 

13/ 
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A. PERRY K 

The competitive altematives available to Perry K are Conrail movements direct to the plant 

via an ISRR ov INRD switch, or trucking from the Stout Plant. Mr. Orrison claims that the 

only difference post acquisition is that CSX will be Uie new carrier with direct access and that 

CSX will be the switch carrier for the ISRR and INRD. As expressed by ISRR,^' if the 

transaction is approved without conditions, Conrail will no longer be a neutral carrier but would 

be replaced by CSX which will have a strong economic incentive to favor its subsidiary, the 

INRD, ^' An ISRR/CSX joint move will now be 

competing with the single line CSX/INRD move. 

IP&L's tmcking altemative becomes even iess desirable as tmcking would be contingent on 

the competitive altematives at Stout as described below. 

B. STOUT 

Similar to Perry K, Stout's aiternatives will not be competitive if the transaction is approved 

without conditions. First, the INRD, which CSX owns 89%, will still serve Stout directly. As 

for the ISRR/Conrail move, CSX will now move the coal over the Belt for interchange with its 

subsidiary INRD instead of Conrail. With respect to the build-out to the previous Conrail line 

or Conrail's Belt avoiding CSX's INRD line and switching charges, IP&L would now be 

building out to CSX's tracks. 

Prior to the control application, INRD's direct move to Stout had to compete with the 

Conrail/INRD switch and the Conrail build-out. Now that CSX will control the Conr-il lines 

Responsive Application of Indiana Southern Railroad, Inc., page 7 
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in addition to its control of the INRD, Stout is looking at CSX as its only alteraative, especia'ly 

for the delivery of the southera Indiana coal. 

The ISRR does not believe thai an ISRR-̂ CSX-INRD move will be competitive because CSX 

will favor its subsidiary, INRD. Without neutral carrier, the build-out also becomes 

noncompetitive. 

In reviewing IP&L and ISRR's competitive altematives for the Stout and ^erry K Plants, 

nowhere is NS or any other carrier mentiotied as a replacement for, or an answer to, the lost 

competition previously provided by the neutral railroad (Conrail). This is because no short line 

other than INRD, such as the ISRR, has access to the former Belt because the NS, which the 

Applicants c'dim wi'l maintain the. competition, can only reach the Hawthome Yard, requiring 

it to rely oi» CSX or INRD to reach either plant. Thus, CSX will control access to bom IP&L 

Plants post transaction. 

C. ISRR'S LOSS 
OF RAIL SERVICE 

If the transaction is approved without the necessary required conditions, ISRR will lose the 

ability to compete for essential rail service including IP&L's Perry K and Stout traffic. The 

Applicants' claim that ISRR will not be adversely affected by the transaction and that ISRR was 

misleading in usmg its 1996 revenues to show its potential revenue losses. They also claim that 

the majority of the $1.5 million in los' revenues is business that ISRR could not compete for and 

already has lost. 

If the 1996 revenues and the ISRR/Conrail/INRD 1994 and 1995 shipments to Stout show 

anytiiing, it is that the ISRR has successfully competed for IP&L business at Stout, as Mr. 
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w 

The $1.5 million annual revenues are potential revenues that ISRR will 

be forced out of competing for in the future because it wili not be able to compete as it can 

today, 

ISRR also claims diat the lost traffic would force it to cover its fixed costs with its 

remaining traffic increasing its cost per unit. ISRR maintains that at some point, the remaining 

customers vvould be forced to switch to other modes of fransportation such as tmcking. 

^ Hoback. deposition, pages 218-219. 
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V. APPLICANTS' REBUTTAL AND ALTERNATIVES 
TO IP&L/ISRR'S LOST RAIL COMPETITION 

A. ISRR/CONRAIL PROVIDE 
COMPETITION AT STOUT 

Mr. Vaninetti claims that "IP&L has been unusually effective in using the threat of tmck 

competition to discipline its rail rates to all four of its coal-fired power plants" (Vaninetti, page 

P-5(X)). Mr. Vaninetti also claims that ISRR (and Conrail) lost the service to Stout "due to its 

inability to compete..." (Vaninetti, page P-503) and asserts that if the Conrail altemative routing 

was competitive, "then a substantially higher percentage of ISRR's inter-line traffic to IP&L-

Stout would have been routed on Conrail in 1996" (Vaninetti, page P-510). 

Mr. 

Vaninetti's perception of competition is illogical, inconsistent with ICC/STB policy and 

inconsistent with his testimony in this proceeding as well as his testimony in the UP/SP merger. 

Mr. Vaninetti's perception of competition is illogical. Obviously, the railroad that submits 

a bid for transportation, but loses to a lower bid, has not been successful. However, the losing 

bidder is still a potential competitor. The ICC recognized this in Ex Parte 320 (Sub-No. 3), 

Product and Geographic Competition noting that its "policy is to consider potential as well as 

actual competition in determining whether effective competition exists" (2 I.C.C. 2nd, 10). I 

agree. The fact that ISRR/Conrail has moved coal to Stout in the past is proof of competition 

from ISRR origins. 
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Furthermore, Mr. Vaninetti's current position is completely af odds with his prior testimony 

in the UP/SP merger proceeding which was incorporated as Exhibit No. 1 to his deposition in 

this proceeding. As a witness for a coalition of shippers in the UP/SP merger proceeding, Mr. 

Vanipprri claimed diat die shippers would be harmed if die merger occurred because the SP was 

a potential (and sometimes successful) competitor. As part of his critique of UP's Witness 

Sharp, Mr. Vaninetti stated: 

Mr. Sharp does not differentiate between competition and successtxil 
competition, since his assessment that 'competition between Union Pacific 
origins and Southem Pacific origins was quite modest [or] rare' is apparently 
based on which carrier was successful in gaining the business — not that the 
carriers competed for fhe business (Vaninetti deposition Exhibit No. 1. page 34) 
(emphasis in original)-' 

Clearly, Mr. Vaninetti's inconsistent approach to ISRR'Conrail's competitive impact at Stout 

must be disregarded in this proceeding. Simply stated, ISRR/Conrai! have been, and will 

continue to be a competitive force on die INRD's rate-: at Stout. It was the only other means 

by which IP&L received coal at Stout in 1995 and 1996 and even under IP&L's contract with 

INRD which became effective ISRR/Conrail can still provide coal to Stout for 

ten (10) percent of its needs. After the contract expires, ISRR/Conrail could supply all of the 

coal to Stout. However, if ISRR does not retain effective access to Stout after CSX's and NS' 

acquisition of Conrail, IP&i.'s conipetitive alternative will be lost. 

- A publicly available version of Witness Vaninetti's testimony in Un on Pacific Com., et al. - Control and 
Merger - Southern Pacific Rail Corp.. et al.. can be found as Exhibi No. 1 of his deposition. 



•14-

B. 

a/ 

19/ 
20/ 



-15-

va 

II' 
22/ 
23/ 



-16-

24/ 

C. PETERSBURG "DISCIPLINES" 
THE RAILROADS AT STOUT 

Mr. Vaninetti also claims that IP&L's power supply options such as intemal dispatch from 

its other plants and purchasing power from other utilities are altematives to discipline rail rates. 

In his Rebuttal Verified Statement, IP&L's Michael A. Weaver discusses Mr. Vaninetti's 

misinterpretation of IP&L's annual generation and "capacity factors" for its four Plants and 

further explains why IP&L can not increase die other plants generation as Mr. Vaninetti 

suggests. The Petersburg Plant is IP&L's lowest-cost Plant and IP&L, like other utilities, uses 

that power first when available. 

as Mr. Weaver explained.- IP&L 

does not have the option of mnning its other Plants more to pressure railroads and discipline 

rates, as Witness V? linetti now claims: "For instance, generation could be increased at ISRR-

served Petersburg or Pritchard to put pressure on INRD's deliveries to Stout and vice-versa. "-

24/ 

25' Exhibit_(TDC-2), also Bates numbered document CSX 88 HC 104. 
^ ' CSX/NS-178, Rebuttal, Vol. 2B page P-508. 
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especially when considering the safety and environmental impacts of so many tmcks. 

Applicants' Witness Vaninetti arrived at that same conclusion with tmcking only one-third of 

the coal the Stout Plant needs, and so advised INRD and CP Rail in 1995 during its negotiations 

with IP&L, but he neglected to include that in his testimony where he claims that tmcking coal 

to Stout is effective competition to INRD.— I agree with Mr. Vaninetti's advice to INRD and 

CP Rail. 

C. PETERSBURG "DISCIPLINES" 
THE RAILROADS AT STOUT 

Mr. Vaninetti also claims tl.at IP&L's power supply options such as intemal dispatch from 

its other plants and purchasing power from other utilities are altematives to discipline rail rates. 

In his Rebuttal Verified Statement, IP&L's Michael A. Weaver discusses Mr. Vaninetti's 

misinterpretation of IP&L's annual generation and "capacity factors" for its four Plants and 

further explains why IP&L can not increase the other plants generation as Mr. Vaninetti 

suggests. The Petersburg Plant is IP&L's lowest-cost Plant and IP&L, like other utilities, uses 

that power first when available. 

as Mr. Weaver explained.2 '̂ IP&L 

does not have the option of mnning its other Plants more to pressure railroads and discipline 

rates, as Witness Vaninetti now claims: "For instance, generation could be increased at ISRR-

served Petersburg or Pritchard to put pressure on INRD's deliveries D Stout and vice-versa. " -

Exhibit (TDC-2), also Bales numbered document CSX 88 HC 103-104. 
25' Exhibit_(TDC-2), also Baier, numbered document CSX 88 HC 104. 
25' CSX/NS !78, Rebuttal, Vol. 2B page P-508. 
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Widi respect to purchasing power from other utilities, the STB has found that utilities 

dispatch their lowest-cost generation first for their own customers and the power that would be 

available from other utilities is usually the highest cost power. "Therefore, obtaining power 

from other sources — whether from other CSX utilities or from elsewhere on the power grid ~ 

would not be an economical altemative to Oklaunion's output."— Mr. Vaninetti's evaluation 

also stated that "IP&L's generation costs are among the lowest in die region", further evidence 

that IP&L would not mm to a more expensive power source to discipline rail rates. IP&L's 

efficient and competitive power production at Stout is a result of its current 2 rail-carrier access 

and not the altemative power supply options that Mr. Vaninetti puts forth. 

D. WESTERN 
MOVEMENTS 

As a result of environmental restrictions, IP&L may be obliged to change coal suppliers. 

Whether through scmbbing the coal moved from IP&L's present sources or shipping low-sulfur 

coal from the east or west, IP&L's present uncertainty conceming its coal supply is now 

augmented by the CSX/NS proposr.l to acquire the Conrail lines.- Although Mr. Vaninetti 

suggests that IP&L might not be serious about considering use of Westem coal at Stout, his own 

evidence proves that IP&L did seriously consider doing so. Mr. Vaninetti states that IP&L 

solicited Western coal and Mr. Vaninetti provides an article quoting Colorado/Utah producers 

saying PRB coal will be very competitive.- Yet, IP&L can not make a decision with respect 

to its coal supply until IP&L determines if it will be able to maintain the railroad competition 

- "WTU" Decision, page 13. 
25' Alternatively, IP&L could consider blending Indiana coal wifh Western coal. As Witness Vaninetii conceded 

in his deposition other utilities whose boilers are designed for Eastem coal have also blended Ea.stern and 
Westem coal as described for Siout. 

22' CSX/NS-178, GEV.7, page P-.596. 
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it enjoys today as described in my previous verified statement for IP&L and throughout this 

rebutta! testimony. 

Witness Vaninetti claims Uiat regardless of the disposition of Conrail, Westem coal is 

unlikely to be used at IP&L's Stout Plant because of the "inability of coal transported more dian 

1,250 miles to compete effectively with locally-mined Indiana coal".^' As shown in his Table 

5, Mr. Vaninetti calculates die 1996 rail rates diat would be necessary for Westem coal to 

compete with the Indiana coal at the Stout Plant. Accepting his coal quality, heating value, SO2 

content, and mileages, Mr. Vaninetti says that a Powder River Basin, Wyoming ("PRB") rail 

rate of $ per-ton would be required to compete widi Indiana coal. He also points out that 

this rate is 2V 

from my experience in negotiating transportation lates for unit train 

movements out of die Powder River Basin, I strongly believe that if IP&L pursued negotiations, 

for western coal, it would have received a much lower rate considering the competitive 

altematives available to IP&L, urJess INRD was the cause for the high rate. 

' sin£ Mr. Vaninetti's 22' per-ton rate and his 1,280 miles from the PRB, the rate is 

equivalent to mills per ton-mile, the maximum mills rate Mr. Vaninetti believes would be 

required to compete with Indiana coal. 

- CSX/NS-177, Volume 2B page P-516. 
^ ' On page 10 of Witness > aninetti's deposition, Mr. Vaninetti his maximum rate required to compete with 

Indiana coal from $16.97, found in Table 5 of his Rebuttal Verified Statement, to Mr. Vaninetti 
does not support or explain the other changes made that would have been required to the mills per ton-
mile from 13.3 to 

22' On page 10 of Witness Vaninetti's deposition, Mr. Var.inetti reduces his maximum rate required to compete 
with Indiana coal from $16.97, found in T.ible 5 of his Rebuttal Verified Staicmem, to $15.84. Mr. Vaninetti 
does not support or explain the other changes made that would have been required lo the mills per lon-
mile from 13.3 ' - . 
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In the WTU Decision, the STB found a maximum reasonable rate of $13.68 per-ton for a 

unit train coal movement of approximately 1,110 miles out of the PRB in rail. oad-owned cars. 

This translates to a rate of 12.3 milk per ton-mile. This move is comparable to Mr. Vaninetti's 

PRB/Stout move and translates into a $15.79 per-ton transportatioi\ rate, less than what he 

believes would compete with Tndiana coal 

The rail rate for Powder River Basin origins as shown in Mr. Vaninetti's Table 5 of 

per ton translates into mills per ton-mile ( per-ton divided by 1,280 loaded miles). As 

shown above diis is equivalent to the maximum rate obtained by applying the W;̂ ilJ decision to 

IP&L's haul. However, even this rate level is above the market rate for rail transportation from 

the Powder River Basin or the average rate level for coal moved on the BNSF. 

First, in the UP/SP merger, the same Mr. Sansom who also has submitted testimony on 

behalf of the Applicants' in ttiis proceeding, subMitted testimony on behalf of UP regarding the 

level of market rates from the Powder River Basin^'. Mr. Sansom stated that "UP and 

BN/Santa Fe have been offering rail rates in the 9 to 12 mills per ton-mile range for new, long-

haul moves over the past several years" (Sansom, Docket No. 32760, page 81). In my 

experience, Mr. Sansom's rate levels are high for movements with rail comp both origin 

and destination (as IP&L would have), but his values are suitable for purposes of this testimony. 

A rate of 9 mills, applied to iP&L's haul of 1,280 miles, produce a rail rate of $11.92 per-ton. 

—' The Applicants' Rebuttal Narrative states '.hat Mr. Sansom is an expel on "coal industry i.ssues" and not rail 
rates (Volume I , page P-762). Mr. Sa'i.som's qualifications presented in this proo jding .irc. for all practical 
purposes, identical lo his qualifications in the UP/SP merger with o'le major modification. In the UP/SP 
nierger. Mr. Sansom's qualifications included experience with rail transportation. However, for this 
proceeding, all references to his rail expertise have been removed (compare Exhibit 1 of his testimony in this 
proceeding to Exhibit RLS-1 in Docket No. 32760). For UP/SP, Mr. .Sansom's testimony stated that since 1974 
his "experience has encompassed production and market studies on Western coal and ti e transportation thereof". 
(Sansom, Dccket No. 32760, page 2). Then, Mr. Sansom's statement of qualification.̂  for his UP/SP testimony 
included topical headings for "Coal Markets and Coal Prices, and Coal Transporiation" and "Coal and 
Tr.jisponation Procurement" (Sansom, Docket No. 32760. Exhibit P.LS-1. pages I and 2). 
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Second, a rate of mills per ton-mile as found by Mr. Vaninetti exceeds the average co?l 

revenue per ton-mile for BNSF. The BNSF 1996 Annual Report to Stockholders, which 

incorporates the Santa Fe, shows that the average coal revenue equals 11.65 mills per ton-mile. 

The BNSF average coal revenue reflects all coal movements, including older contracts that 

generally reflect higher rates. Application of the 11.65 mills per ton-mile to IP&L's haul from 

Powder River Basin equals $14.91 per-ton. Again, this demonstrates that westem coal is a 

viable altemative for IP&L and contradicts Mr. Vaninetti's conclusion. 

Mr. Vaninetti also acknowledged in the UP/SP merger on behalf of the Westem Shippers' 

Coalition that "PRB coai is r*. Mnely transported by rail and rail-to-water methods to plants 

located more than 1,500 miles from the PRB, with many new markets located more than 2,000 

miles away."— He also stated "Westem coal now is regulariy shipped to utility customers as 

far as Michigan, Indiana, Florida, and Georgia and exported to Spain and the Pacific Rim. 

Westem low-Btu and high-Bm coals, facilitated by changes in fuel supply economics resulting 

from Phase I CAAA compliance, now compete directly with Eastem and Midwestern coals at 

many locations and have displaced such coals at several power plants".— This is quite diffeient 

from his present statement that 1,250 mile coal movements from the PRB to Indiana are unlikely 

to be competitive. I conclude that Mr. Vaninetti had it right in testifying in the UP/SP merger 

proceeding that western coal is competitive, such as to the Stout Plant, rather than his contrary 

conclusion in his testimony in this proceeding. 

—' Union Pacific Corp. el al -- Conlrol and Merger - Souihciu Pacifi". Rail Corp.. et al, WSC-3, V.inineiii, page 
12. 

^ ' Union Pacific Corp. et al - Control and Merger - Southem Pacific P.ail Corp., ct al, WSC-3, Vaninetii, page 
12. 
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V I . ISRR's REQUESTED CONDITIONS ARE 
RESPONSIVE TO IP&I's LOST COMPETITION 

IP&L believes the ISRR's requested trackage rights are an efficient and feasible means of 

preserving IP&L's existing effective competition between the ISRR and INRD. Aldiough the 

Applicants claim that Indianapolis will still have 2-carrier access that will not just maintain but 

improve die "stams quo", it is obvious diat this is not the case for IP&L's Perry K and Stout 

Plants, or for the ISRR. The CSX ownership of the INRD, and the NS' limited access into 

Indianapolis, will not provide a neutral railroad, such as Conrail is, to retain the effective 

eonipetition that now exists. 

A. CONRAIL HAS AN 
INTEGRAL ROLE IN IP&L'S 
INDIANA COAL MOVEMENTS 

Witness Vaninetti minimizes Conrail's contribution "to balanced rail competition in die 

Indiana coal industry' by arguing that Conrail is "limited to its short-haul responsibilities as a 

bridge carrier for IP&L-Stout and as a destination carrier for IP&L-Perry K."^' Conrail's role 

is better defined as a neutral carrier rather than a "short bridge carrier" because it creates and 

maintains the competitive alternatives that are imperative to IP&L's Stout and Perry K Plants. 

Witness Vaninetti points out that Conrail's portion of the Perry K and Stout movements is less 

than 6 miles and that Stout did not receive delivered coal via Conrail in 1997 and will not be 

able to deliver amounts in excess of 10% through the year . Just because ISRR/Conrail did 

not move any coal to Stout in 1997 and may not through (the term of the IP&L-INRD 

contract - see Applicants' Rebuttal, CSX/NS-178 Vol HID, P-397-399), does not minimize 

Conrail's effectiveness as past or future competition to the INRD. ISRR/Conrail moves aU the 

coal to Perry K and could still move a substantial anio;int to Stout. 

- CSX/NS-178 Rebuttal Volume 2B, page P-510. 
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B. PERRY K 

ISRR's requested trackage rights in Indianapolis includes overhead trackage rights between 

MP6 on ISRR's Petersburg Subdivision and IP&L's Perry K Plant over the current Conrail line 

which is to be acquired and controlled by CSX. As a result of the condition, ISRR will simply 

replace Conrail allowing IP&L's present coal movements delivered by ISRR/Conrail to be 

efficient and competitive now and in the future. ISRR's direct access would allow it to compete 

equally with the new CSX/INRD sing!e-line move. 

C. STOUT 

ISRR's requested trackage rights in Indianapolis also includes overhead trackage rights 

between MP6 on ISRR's Petersburg Subdivision and IP&L's Stout Plant located on the INRD 

over the current Conrail line which is to be acquired and controlled by CSX. As a result of the 

condi.ioii, ISRR will simply replace Conraii allowing ISRR to compete efficiently with the 

present INRD d'rcct move as the ISRR/Conrail/INRD movement had done. 

ISRR also requests local trackage rights over Conrail lines in Indianapolis, including the Belt 

line whicii will be acquired 'oy CSX. As a result of this condition, ISRR will simply replace 
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Conrail allowing the ISRR to have access to IP&L's build-out from Stout as Conrail did before. 

The build-out as described below would not require Conrail or the ISRR to switch with the 

INRD, resulting in a less cosdy and more efficient move than Applicants' propose. 

D. ACCESS TO ISRR TRACK 
WOULD PROVIDE A VIABLE 
ALTERNATIVE TO CSX'S PENDING 
MONOPOLY OF IP&L'S COAL TRAi FIC 

1. Applicants' Rebuttal Comments 
on the Build-Out Option 

Applicants' Witness Vaninetti dismisses IP&L's claims related to the competitive influence 

of a potential build-out to Conrail as "...last minute efforts..." to "legitimize" a competitive 

altemative to INRD for the delivery of coal to the Stout Plant. He further contends that "the 

threat of tmck competition is the only competitive altemative that provides such influence." 

(Vaninetti, page P-511). Mr. Vaninetti is incorrect on both counts. 

i^rior to the rebuttal testimony, the Applicants contended that CSX would compete with 

INRD for coal transportation to die Stout Plant. Such an absurd contention is abseiit from Mr. 

Vaninetti'": testimony, but is replaced with allegations regarding the prohibitive cost of a 

potential build-out along with the viability of tmck movements. Unlike Mr. Sharp of CSX, Mr. 

22' 

22' 
38/ 
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Mr. Vaninetti's current assertion that tmck competition would offer a suitable alternative 

to INRD rail service to die Stout Plant ignores several facts. First, the highway transportation 

of approximately 1.5 million tons a year through the already congested and overloaded I -

465/Harding Street interchange would be the cause congestion there 

Mid at best would be inefficient. The rail 

industry, including CSX, frequendy oppose tmcking because of safety difficulties associated with 

large tmck movements as well as public subsidies which the railroads allege underwrite highway 

traffic. 

The inability of tmcks to compete with large volume coal movements was noted by the STB 

in APS.^ In APS, the loaded coal movement equalled 115 miles, approximately the same haul 

as coal destined to the 3tout Plant. The STB rejected die tmcking altemative, in part, because 

of environmental concems and also because the STB was not convinced that tmcking was an 

"effective constraint on Santa Fe's rail rates".— 

Applicants' Wkness Thomas E. Kuhn discounts the feasibility of the build-out, asserting that 

IP&L Witness Porter has understated the cost of the build-out. While I do not endorse Mr. 

Kuhn's costs, it should be observed diat the build-out contemplated by IP&L is relatively short 

. The terrain which it traverses is relatively flat, and, based on my experience in 

assisting utilities with gaining competitive access the build-out is feasible. Therefore, in my 

opinion, the build-out could be accomplished at a cost which is reasonable when compared to 

other build-outs actually constmcted or plarmed. 

^ STB .Oockei No. 41185, Arizona Public Service Companv and Pacific )rp v. The Atchison. Topeka and Santa 
Fe Railwav Comp.^v. decided July 21, 1997 r'APS "). 

- APS, page 6. 
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Of primary importance, however, is the competitive leverage which the build-out would 

provide as a counter to CSX and CSX's affiliate INRD's ability to extract monopoly rents rom 

IP&L under the terms of the application. The build-out cost, even including the additives 

asserted by Mr. Kuhn, are minin^al when compared with the fumre rate levels which IP&L could 

pay as a result of IP&L's loss of the Conrail option. 

Stated differently, whether or not the Conrail build-out option is even used, is .secondary 

to the issue at hand. The mere knowledge of the option's existence has been or will be sufficient 

to help hold rail rates to the S:Out Plant at a competitive level. 

Finally, 

I have depicted the approxurate location of the transloading facility on the 

attached schematic in Exhibit 'TDC-1) This threat, loo, would have served to constrain INRD's 

switching charge to Conrail for non-INRD-origin coal traffic such as from ISRR. 

2. It is a Widely Recognized Fact That 
Build-Out Options Have Served Effectively 
to Maintain or Establish Rail Competit:on 

a. The BNSF and UPSP Mergers 

The ability of shippers to constmct tracks to competing rail entities has, in practice and 

theory, been recognized by both the STB and its predecessor the ICC as an effective action by 

which rail competition can be either maintained or introduced . 
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Most recently, the build-out option has been recognized in both the BNSF Merger^" and 

UP/SP merger*̂ ^ proceedings as an eftective methodology by which shippers can be protected 

from the anti-competitive eifects of the r̂ -duction of origins or destination service. In bodi of 

those recent merger prtx eedings I appeared as a v itness on behalf of a number of shippers who 

either wished to maintain their pre-merger ability to constmct build-outs, and obtain altemaMve 

competitive access rights. The ICC and the STB acknowledged the competitive leverage 

provided / the build-out options and granted relief to affected shippers by imposing appropriate 

conditions for the benefit of Oklahoma Gas and Electric Company ("OG&E") and Entergy Corp 

("Entergy"). With respect to OG&E, the ICC in the BNSF Merger decision stated that: 

We conclude that the Uicrger will reduce OG&E competitive options at Red Rock by 
negating its ability to "build-out" to a neutral carrier —" (Page 67) 

and, 

The negotiating leverage provided by th? build-oui option will disappear with the 
merger To preserve the competitive status quo, we have crafted a condition that 
will permit OG&E to maintain its existing build-Oui option. (Page 68) 

In the UP/SP Merger, the STB confirmed validity of the build-out option, stating 

"We will grant the build-out relief sought by Fntergy vis-a-vis its White Bluff plant, 
and thereby preserve the White Bluff build-out status quo, transport coal (rains to and 
from White Bluff via the White Bluff-Pine Bluff build-out line, if and wlien that line 
is ever constmcted by any entity other than UP/SP." (Page 185) 

In another proceeding unrelated to rail mergers, Omaha Public Power District utilized a 

build-out to gain a competitive -ail optio In that proceeding, the ICC recognized the viability 

—' ICC Finance Docket No. 32549, bi'.rlin^ton Northerr Inc. and Burlington Northem Railroad Companv - Control 
and Merger - Santa Fe Pacific Corpoiaiion and Achison. Topicka and Santa Fe Railwav Company, .served 
August 23, ivy3. 

2̂' STB Finance Dockei No. 327(K) -- Union P.icific Corporation, Union Pacific Ra'lro.-id Company, and Missouri 
Pacific Railroad Company - Control and Merger - Southern Pacific Rail Corpoi-ation, Souihern pacific 
Transponation Company, ST. Louis Southwestern Railway Coinpany, SPCSL Corp., and the Denver and Rio 
Grande Western Railroad Company, served August 12, 1996. 
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of the build-out option and accordingly ordered that BN should allow the crossing of its tracks 

by the build-out (which was designed to reach die UP^-). 

3. The Build-Out Option Is 
Economically Feasible Under 
Any Reasonable Standard Of Measure 

In his verified statement of October 21, 1997 IP&L Witness John E. Porter presented 

evidence relating to the physical feasibility and cost of the constmction of a build-out line from 

IP&L's Stout Plant to the Indianapolis Belt Secondary Route. 

Mr. Kuhn's Rebuttal statement on behalf of the Applicants takes issue with Mr. Porter's 

estimates of the physical and cost requirements of the build-out. Mr. Kuhr concludes that Mr. 

Porter understated the cost of constmction by approximately $3.1 million. 

I believe that the constmction costs estimated by Mr. Porter to be the best evidence of 

record. However, even accepting the costs claimed by Mr. Kuhn, the value of the build-out still 

provides a -easonabh (competitive option. 

Table 1 below summarizes the cost of the build-out on a cost per-ton basis. My analysis 

is based on the construction cost presented by Mr. Porter and Mr. Kuhn, a 20 year recovery 

period, an 8 percent cost of capital rate, monthly payments, and 1.5 million tons per year 

(125,000 tons per month). 

— ICC Finance Docket No. 32630, Omaha Public Powi- iJistrici - Petition Under 49 U.S.C. 10901 (d). 
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Table ! 
Annual Cost of Construction 

For The Stout Plant Build-Out 

Witness 
(1) 

Estimated 
Cost 
(2) 

1. Portei '̂ 
2 Kuhn'-' 

Cost 
Per-Ton " 

(3) 

Annuity rate based on 8% cost of capital, 20 year recovery period and 
monthly payments to develop the cost and place on a per-ton basis 
utilizing 1.5 million tons per year or 125,000 tons per month. 
Porter VS., Page 2. 
Line 1 plus fhe addition of $3,125,000 from Mr. Kuhn, Page P-310. 

As shown in Table 1 above, the cost to exercise the build-out option equals per-ton 

based on IP&L's Witness Porter's calculation. Utilizing Mr. Kuhn's estimated cost of 

constmction results in a build-out cost of per-ton. These costs are considerably reasonable 

in light of two factors. 

Second, I am advised that ether shippers, such as the Indianapolis plant of Martin Marietta, 

could also utilize the build-out, thereby decreasing the cost per-ton. IP&L has discussed this 

matter widi Indiana Grain Ccjperative/Country Mart, the shipper at the end of the "Conrail 

Stub" depicted on my schematic attached as Exhibit (TDC-1), and with Martin Marietta, whose 

plant is immediately south of die Indiana Grain facility and has been advised that both Indiana 

Grain and Martin Mariet»a would work with IP&L to upgrade rail service for all three of them 

along the Conrail Stub, including an extension to the Martin Marietta facility. 
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Thomas D. Crowley 
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CFRTIFICATF OF SERVICE 

I hereby certify that on this Mth day of January, 1998,1 caused a copy of die Rebu ttal of 

Indiana Soudiem Railroad, Inc. (ISP-R-9), to be served on counsel for Primary Applicants by 

Hand Delive.-y a.nd on Administrative Law Judge Jacob Les'enthal and all other Parties of Record 

by tirst class mail, postage prepaid. 

Karl Morell 
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NEW YORK 

DENVER 
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BY H.ASD 

The Honorable Vernv̂ n A. Williams 
Stcreiarv 
Surface Transportation Board 
Mercury Building 
F.t.)om 711 
1925 K Street. N W. 
V/ashington. D.C. 2042.̂  

Re. C'^A' Corporation and CSX Transportation, Inc., and Sorfoll^ 
S( ithem Corporation and Norfolk Southem Railway 
Companv -- Control and C,p">ating Leases.'Agreements - ^ 
Conrail Inc. and Consolidated Rail Corporation, \ < 
•STR Finance Docket No. 33388 

Dear Secretary Williams: 

We hereby submit, on behalf of CSX Corporation and. at the request 
of Norfolk Southern Corporation's counsel. Richard A. Allen, Esq.. on its 
beh; 'f. and on behalf of their jointly owned suhsidiary CRR Holdings LLC and 
itv subsidiary Green Acquisition Corp.. the "Amended and Restated Voting Trust 
Agreement." datt-d as of April 8. 1997. among the entities just mentioned and 
Deposit Guaranty National Bank, as Tmstee. 

.nis filina is made pursuant to 49 C.F.R. § 1013.3(b). Twenty-fi^e 
copies of the Amended and Restated Voting fmst Agreement are enclosed. 

This Amended and Restated Voting Tmst Agreement was the subiect of 
a request for an informal, nonl-i.iding opinion under 49 C.F.R. § 1013.3(a) made 
to you by Mr. Allen in his letter of April 24, 1997, to which you responded on 
May 8, 1W7. The attached, as executed, is in the same fonn as that submined to 
you. subiect only to minor typographical chanî es and the insertion of conforming 
information. 

A computer diskette in WordPerfect version 5.1 format with the text of 
the Amended and Restatea Voting Tmst Agreement is enclosed. 

'^-i^m^ 

r-7-1 Part ol 

Dennis G Lyons 
Counsel for CSX Corporotion 

Tc: "RicTiard A. Alien, Esq. 
Service List 



AMENDED AND RESTATED VOTING TRUST AGREEMENT 

THIS AMENDED AND RESTATED VOTING TRUST \ >/! 

AGREEMENT, dated as of April 8. 1997, by and among CSX Corporation, a 

Virginia corporation "Parent"), Norfolk Southern Corporation, a Virginia 

corporalion ("NSC"), CRR Holdings LLC, a limited liability company organized 

under the laws of Delaware ("LLC"), and Green .Acquisition Corp., a 

Pennsylvania corporation ("Acquiror"), and Deposit Guaranty National Bank, a 

national banking association (the "Tmstee"), 

WITNESSETH: 

WHEREAS, Parent, Acquiror and Conrail Inc., a Pennsylvania 

corporation (the "Company"), have entered into an Agreement and Flan of 

Merger, dated as of October 14, 1996 (as it has been and may be amended from 

time to time, the "Merger Agreement"; capitalized terms used but not defined 

herein shall have the meanings set forth therein), pursuant to which (i) Acquiror 

was to commence and did commence the Offer, the Second Ofter and the White/ 

NSC Offer (all as defined in the Merger Agreement and referred to herein as the 

Tender Offer") for shares of Common Stock of the Company (all such shares 

accepted for payment pursuant to the Tender Offer or otherwise received, 

acquired or purchased by or on behalf of Parent or Acquiror, including pursuant 

to the Green Option Agreement, the "Acquired Shares"), and (ii) a subsidiary of 

Acquiror wili merge into the Company pursuant to the Merger. 



WHEREAS. Parent. Acquiror and the Tmstee have entered into a 

Voting Tmst Agreement, dated as of October 15, 1996 (the "Original Voting 

Tmst Agreement"); 

WHEREAS. Parent, Acquiror and the Company have entered into a 

First Amendment to the Merger Agreement dated November 5, 1996, a Second 

Amcndmeiit thereto dated December 18, 1996, a Third Amcndmen. thereto dated 

March 7, 19'''7, and a Fourth Amendment thereto dated April 8. 1997; 

WHEREAS, 17,775,124 shares of Conimon Stock of the Company, 

which were acquired pursuant to the Offer, are being held in the Original Voting 

Tmst, and tmst certificates with respect to such shares have been issued to 

Acquiror; 

WHEREAS, as authorized by the Third Amendment and the Fourth 

Amendment to the Merger Agreement referred to above. Parent and NSC have 

entered into a letter agreement dated as of April 8, 1997 (together with any 

further agreements between CSX and NSC made pursuant to its terms, and as it 

or such other agreement may be amended from time to time, the "CSX/NS 

Agreemeiit"), under which, among other things, NSC and Parent have jointly 

fomied LLC, in which each will have an ownership interest and each will have 

equal voting rights, and under which each of them will make contributions to 

LLC, including the contribution of all of the stock of Acquiror by Parent to LLC; 

WHEREAS, under the CSX/NS Agreement, NSC proposes, effective 

upon the consummation of the White/NSC Offer, to cause its subsidiary, Atlantic 

Acquisition Corporation, a Pennsylvai.ia corporation ("Adantic") to cause 

8,200,000 shares of Conimon Stock to be transferred from a voting tmst 

currently govemed by an "Amended and Restated Voting Tmst Agreement" dated 

as of Febmary 10, 1997, as Amended and Restated as of Febmary 18, 1997, to 
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which NSC, Atlantic and First American National Bank are parties, to the 

Tmstee hereunder, to be u M as Tmst Stock (as hereinafter defined) hereunder. 

WHEREAS, Parent and Acquiror wish (and are obligated pursuant tc 

the Merger Agreement), simultaneously with the acceptance for payment of 

Acquired Shares pursuant to the Tender Offer (including the White/NSC Offer), 

the Merger, or otherwise to deposit such Acquired Shares in an independent, ir­

revocable voting tmst, pursuant to the mles ofthe Surface Tran.sportation Board 

(the "STB"), in order to avoid any allegation or assertion in the Fourth 

Amendment that the Parent or the Acquiror is controlling or has the power to 

control the Company prior to the receipt of any required STB approval or 

exemption; 

VN'HEREAS. Parent. Acquiror and the Tmstee wish to amend the 

Original Voting Tmst Agreement to reflect the CSX/NS Agreement (and the 

Conipany ha , con.sented to such amendment in the Fourth Amendment) and to 

add as parties to the Original Voting Tmst Agreement NSC and LLC, and 

Parent, Acquiror. NSC. LLC and the Tmstee wish to further restate the Voting 

Tmst Agreement as so amended; 

\VHERE.\S, the paries intend that, prior to the authorization and 

approval of the STB, neither Parent, NSC, LLC nor Acquiror nor any of their 

affiliates shall control the Company and the Company shall not have as a director 

any officer, director, nominee or representative of the Parent, the Acquiror or 

any of their affiliates; 

WHEREAS, the holder of all outstanding Tmst Certificates has 

assented lO such amendment of the Original Voting Tmst Agreement, and all 

requirements for the amendment of the Original Voting Tmst Agreement 

contained therein have beer satisfied; 



WHEREAS, this Amended and Restated Voting Tmst Agreement 

(hereinafter, this "Tmst Agreement") shal! be binding on the parties from and 

after its execution, but shall become effective only as set forth in Paragraph 24 

hereof; 

WHEREAS, neither the Tmstee nor any of its affiliates has any 

officers or board member-, in common or any direct or indirect business 

arrangements or dealings (as described in Paragraph 9 hereof) with the Parent, 

the Acquiror, NSC or LLC or any of their affiliates; and 

WHEREAS, the Tmstet. is willing to continue to act as voting tm.stee 

pursuant to the terms of this Tmst Agreement and the mles of the STB, 

NOW THEREFORE, the parties hereto agree as follows: 

1. Creation of Trust - The Parent, the Acquiror, NSC and LLC 

herebx' appoint Deposit Guaranty National Bank as Ti jstee hereunder, and 

Deposit Guaranty National Bank hereby accepts said appointment and agrees to 

act as 1 aistee under this Tmst Agreement as provided herein. 

2. Trust Is Irrevocable - This Tmst Agreement and the nomination of 

the Tmstee during the term of the tmst shall be inevocable by the Parent, the 

Acquiror, NSC and LLC and their affiliates and shall terminate only in 

accordance with, and to the extent of, the provisions of Paragraphs 8 and 14 

hereof. 

3. Deposit of Trust Stock - The Parent, the Acquiror, NSC and LLC 

agree that, simultaneously with acceptance of Acquired Shares purchased 

pursuant to the White/NSC Offer, the Acquiror will direct the depositary for the 

White/NSC Offer to transfer to the Tmstee any such Acquired Shares purchased 

pursuant to the White/NSC Offer. The Parent, the Acquir̂ r̂, NSC and LLC also 



agree that simuitaneousiy with receiri. acquisition or purchase of any addiuonal 

shares of Common Stock by either of them, directly or indirectly, or by any of 

thtir affiliates, they wiii transfer :o the Tmstee the certificate or certificates for 

Sl' h shares. NSC ag.ees that upon the consummation ot the White/NSC Offer it 

will cause Atlantic to transfer, or to cause to be transferred, certificates for the 

8,200.000 shares of Common Stock currently held by First American National 

Bank as voting tmstee to the Tmstee. Ali 17,775,124 shares of Common Stock 

which have oeen deposited with the Tmstee und are being held under the Original 

Voting Tm.st Af reeinent shall continue to be he.d under this Voting Tmst 

Agreement. The Parent, the Acquiror. NSC and LLC also agree that 

simultaneously wiih the receipt by them or by any of their affiliates of any shares 

of common stock or other voting stock of the Company upon the effectiveness of 

the Merger, they will transfer 'o the Tmstee the certificate or certificates for such 

shares. / li such certificates shall be duiy endorsed or accompanied by proper 

instmments duly executed for transfer thereof to die Tmstee or otherwise validly 

and properly transferred, and shall be exchanged for ene or more Voting Tmst 

Certificates substantially in the form attached hereto as Exhibit A (the "Tmst 

Certificates"), with the blanks therein appropriately filled in and with such Tmst 

Certificates to '»e issued in the name of the .Acquiror. Voting Tmst Certificates 

executed in th." form attached to the Original Voting Tmst Agreement as Exhibit 

A shali continue to be valid and obligatory and shall, from and after the 

effectiveness of this instmment, be deemed in every respect to be Tmst 

Certificates executed and delivered under this instmment. All shares of Common 

Stock and a'l other shares of common stock or other voting securities at any time 

delivered to the Tmstee hereunder are called the "Tmst Stock." The Tmstee 

shall present to tl.e Company all certificates representing Tmst Stock for 
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surrender and cancellation and for the issuance and delivery to the Tmstee of new 

certificates registered in the name ofthe Tmstee o" its nominee. 

4. Powers of Trustee - The Tmstee shall be present, in person or 

represented by proxy, at .all annual and special meetings of shareholders of the 

Company so that all Tmst Stock may be counted for the purposes of determining 

the presence of a quorum at such meetings. Parent and Acquiror agree, and the 

Tmstee acknowledges, that the Tmstee shall not participate in or interfere with 

the management of the Company and shall take no other actions with respect to 

the Company except in accordance with the terms hereof. The Tmstee shall 

exercise ail voting rights in respect of the Tmst Stock to approve and effect the 

Merger, and in favor of any proposal or action necessary or desirable to effect, or 

consistent with the effectuation of, the Parent, Acquiror's, NSC's and LLC's 

acquisition of the Company, pursuant to the Merger Agreement and the CSX/NS 

Agreement, and without limiting the generality of the foregoing, if there shall be 

with respect to the Board of Directors of the Company an "Election Contest" as 

defined in the Proxy Rules of the Securities and Exchange Commission ("SEC"), 

in which one slate of nominees shall support the effectuation of the Merger and 

the transactions contemplated by the CSX/NS Agreement and another slate 

oppose it, then the Tmstee shall vote in favor of the slate supporting the 

effectuation of the Merger and the transactions contemplated by the CSX/NS 

Agreement. In addition, for so long as the Merger Agreement is in effect, the 

Tmstee shall exercise all voting rights in respect of the Tmst Stock, to cause any 

other proposed merger, business combination or similar transaction (including, 

wiihout limiiation, any consolidation, sale or purchase of assets, reorganization, 

recapitalization, liquidation or winding up of or by the Company) involving the 

Company, but not involving both the Parent or one o*" 'ts subsidiaries or affiliates 



and NSC or one of its subsidiaries or affiliates (otherwise than in connection with 

a disposition pursuant to Paragraph 8), not to be effected. In addition, the 

Tmstee shall exercise ail voting rights in respect of the Tmst Stock in favor of 

any proposal or action necessary or desirable to dispose of Tmst Stock in 

accordance with "aragraph 8 hereof. Except as provided in the three 

immediately preceding sentences, the Tmstee shall vote all shares of Tmst Stock 

with respect to all matters, including without iimitation the election or removal of 

directors, voted on by the shareholders of the Com.pany (whether at a regular or 

special meeting or pursuant to a unanimous written consent) in the same 

proportion as ail shares of Commc)n Stock (other than T ,Si Stock) are voted with 

respect to such matters; provided that, except as provided in the three 

immediately preceding sentences, from and after the effectiveness of the Merger, 

the Tmstee shall vote all shares of Tmst Stock in accordance with the instmctions 

of a majority of the persons who are currentiy the directors of the Company and 

their nominees as successors and who shail then be directors of the Company, 

except that the Tmstee shall not vote the Tmst Stock in favor of taking or doing 

any ac; which violates the Merger Agreement or would violate the CSX/NS 

Agreement or impede its performance or which if taken or done prior to the 

consummation of the Merger would have been a violation of the Merger 

Agreement; and except further that if there shall be no such persons qualified to 

give such instmctions hereunder, or if a majority of such persons refuse or fail to 

give such instmctions. then the Tmsiee shail vote the Tmsl Stock in its sole 

discretion, having due regard for the interests of the holders of Tmst Certificates 

as investors in the stock of the Company, determined without reference to such 

holders' interests in railroads other than the subsidiaries of the Company. In 

exercising its voting rights in accordance with this Paragraph 4, the Tmstee shall 



take such actions at all annual, special or other meetings of stockholders of the 

Company or in connection with any and all consents of shareholders in lieu of a 

meetmg. 

5. Further Provisions Conceming Voting of Trust Stock - The 

Tmstee shall be entitled and it shail be its duty to exercise any and all voting 

rights in respect of the Tmst Stock either in person or by proxy, as herein 

provided (including without limitation Paragraphs 4 and 8(b) 'lereol), unless 

otherwise directed by the STB or a court of competent jurisdiction. Subject to 

Paragraph 4, the Tmstee shall not exercise the voting powers of the Tmst Stock 

in any way so as to create any dependence or intercorporate relationship between 

(i) any or all of the Parent, Acquiror. NSC. LLC and their affiliates, on the one 

hand, and (ii) the Companv or its affiliates, on the other hand. The term 

' affiliate" or "affiliate;" wherever used in this Tmst Agreement shall have the 

meaning specified iii Section 11323(c) of Title 49 of the United States Code, as 

amended. The Tmstee shall not, without the prior approval of the STB of such 

action, vote the Tmst Stock to elect anj' officer, director, nominee or 

representative ofthe Parent, the Acquiror, NSC or LLC or their affiliates as an 

officer or director of the Company or of any affiliate of the Co- -any. The 

Tmstee shall be kept informed respecting the business operations of the Company 

by means of the '.inancial statements and other public disclosure documents 

periodically filed by the Company and affiliates of the Company widi the SEC 

and the STB, and by means of information respecting the Company contained in 

such statements and other documents filed by the Parent with the SEC and the 

STB. copies of which shall be promptly furnished to the Tmstee by the Company 

or the Parent, as the case may be, and the Tmstee shall be fully protected in 

relying upon such information. Notwithstanding the foregoing provisions of this 
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Paragraph 5 or any other provision of this Agreement, however, the registered 

holder of any Tmst Certificate may at any time witb A e prior written approval of 

the Company - but oniy with the prior written approval of the STB - instmct the 

Tmstee in writing to vote the Tmst Stock represented by such I mst Certificate in 

any manner, in which case the Tmstee shall vote such shares in accordance with 

sjch instmctions. 

6. Transfer of Tmst Certificates - The Tmst Certificates shall be 

transferable on the books of the Tmstee by the registered holder upon the 

surrender thereof prope iy assigned, in accordance with mles from time to time 

established for that purpose by the Tmstee. Until so transferred, the Tmstee may 

treat the registered holder as owner for ali purposes. Each transferee of a Tmst 

Certificate issued hereunder shall, by his acceptance thereof, assent to and 

become a party to this Tmst Agreement, and shall assume all attendant rights and 

obligations. Any .such transfer in violation of this Paragraph 6 shall be null and 

void When this instmment becomes effective, out of the Tmst Cei tificates 

theretofore issued to Acquiror, a Trust Certificate for 100 shares of Common 

Stock shali be transferred to Parent. 

7. Dividends and Distributions - Pending the termination of this 

Tmst as hereinafter provided, the Tmstee shall, immediately following the receipt 

of each cash dividend or cash distribution as may be declared and paid upon the 

Tmst Stock, pay the same over to the Acquiror or to or as directed by the holders 

of the Tmst Certificates hereunder as then appearing on the books of the Tmstee 

(to the extent of their respective interests if the Acquiror is not such holder). The 

Tmstee shall receive and hold dividends and distributions other than cash upon 

the same terms and conditions as the Tmst Stock and shall issue Tmst Certificates 

representing any new or additional securities that may be paid as dividends or 



10-

otherwise distributed upon the Tmst Stock to the registered holders of Tmst 

Certificates in prop rtion to their respective interests. 

8. Disposition of Tmst Stock: Termination of Tmst - (a) This Tmst 

is accepted by the Tmstee subject to the right hereby reserved by the holders of 

Tmst Certificates at any time to direct the sale or other disposition of the whole 

or any part of the Tmsl Stock represented by such certificates, but only as 

permitted by subparagraph (e) below, whether or not an event described in 

subparagraph (b) below has occurred. The Tmstee shall take all actions 

reasonably requested by the holders of Tmsl Certificates (including, wiihout 

limitation, exercisinr <i voting rights in respeci of Tmst Stock) in favor of any 

proposal or action necessary or desirable to effeci. or consistent wilh the 

effectuation of or with respect to any proposed sale or other disposition of the 

whole or any part of the Tmst Stock by the holders of Tmst Certificaies that is 

otherwise pennitted pursuant lo this Paragraph 8, including, without limitation, in 

connection with ihe exercise of any of ils registration rights under any agreement 

with the Company. The Tmstee shali be entitlea :ly on a certification from 

any holder of Tmsl Certificates, signed by its President or one of its Vice 

Presidents (or equivalent officer, if not a corporation) (and under ils corporate 

seal if a corporalion), that a disposition of the whole or a.iy part of the Tmst 

Slock represented by such certificaies is being made in accordance with the 

requirements of subparagraph (e) below. In the event of a permitted sale of Tmst 

Stock by the Acquiror, the Tmstee shall, to the extent the consideration therefor 

is payable to or controllable by the Tmstee, promptly pay, or cause lo be paid, 

upon the order of the Acquiror the net proceeds of such sale to the registered 

holders of the Tmst Certificates in proportion to their respective interests. It is 
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the intention of this Paragraph that no violation of 49 U.S.C. § 11323 will result 

from a termination of this Tmst. 

(b) In the event the STB Approval shall have been gramed, then 

immediately upon the direction of the holders of a majority in interest of the 

Tmst Certificates, and the delivery of a certified copy of such order of the STB 

or other governmental authority wiih respect diereof, or, in the event that 

Subtitle IV of Tilie 49 of the United Slates Code, or other controlling law, is 

amended to allow the Acquiror, Parent and NSC or their affiliates to acquire 

control of the Company without obtaining STB or other governmental approval, 

upon delivery of an opinion of independent counsel selected by the Tmsiee lhat 

no order of the STB or other governmental authority is required, the Tmstee shall 

either (x) transfer to or upon the order of the holder or holders of Tmst Certifi­

cates hereunder as then appearing on the records of the Tmstee, its right, title and 

interest in and to all of the Tmst Stock then held by it (or such portion as is 

represented by the Tmst Certificates in the case of such an order by less than all 

of such holders) in accordance wiih the terms, conditions and agreements of this 

Tmst Agreement and not theretofore transferred by it as provided in 

subparagraph (a) hereof, or (y) if shareholder approval has not previously been 

obtained for the Merger, vole the Tmst Stock in favor of the Merger, and upon 

any such iransfer of all of the Tmst Stock, or any such merger following such 

STB approval or law amendment peraiitting control without governmental 

approval, this Tmst shall cease and come to an end. 

(c) In the event that there shall have been an STB Denial, Parent, 

NSC, Acquiror and LLC shall use their best efforts to sell the Tmst Slock during 

a period of two years after such date or STB Denial, or such extension of that 

period as the STB shall approve. Any such disposition shall be subjeci to the 



- 12 

requirements of subparagraph (e) beiow. and lo any jurisdiction of the STB to 

oversee the divestiture of the Tmsl Stock. At ali times, the Tmstee shall continue 

to perform its duties under this Tmst Agreemeni and, should Parent, NSC, 

Acquiror and LLC be unsuccessful in their efforts to sell or distribute the Tmst 

Stock during the period referred to, the Tmsiee shall then as soon as practicable, 

and subject to the requirements of subparagraph (e) below, sell the Tmst b.ock 

for cash to eligible purchasers in such manner and for such price as the Tmstee in 

its discretion shall deem reasonable after consultation with Parent, NSC, 

Acquiror and LLC. (An "eligible purchaser" hereunder shall be a person or 

entity that is not affiliated with Parent. NSC, Acquiror and LLC and which has 

all necessary regulatory auihority, if any, to purcnase the Tmst Slock.) Parent, 

NSC, Acquiror and LLC agree to cooperate with the Tmstee in effecting such 

disposiiion and the Tmsiee agrees lo act in accordance with any direction made 

by LLC as lo any specific lerms or method of disposiiion, to the extent not 

inconsisteni with any of the terms of this Tmst Agreement, including 

subpaiagraph (e) below, and with the requirements of the terms of any STB or 

court order. The proceeds of the sale shall be distributed to or upon the order of 

the holder or holders of the Tmst Certificates hereunder as then known to the 

Tmsiee. The Tmsiee may, in its reasonable discretion, require the surrender to it 

of the Tmst Certificates hereunder before paying to the holder ils share of the 

proceeds. Upon disposition of all the Tmst Stock pursuant to this paragraph 8(c), 

this Tmst shall cease and come lo an end. 

(d) Unless sooner terminateu pursuant to any other provision herein 

contained, this Tmst Agreement shall terminate on December 31, 2016, and may 

be extended by the panies hereto, so long as no violation of 49 U.S.C. § 11323 

will result from such terminaiion or extension. All Tmsl Stock and any other 
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property held by the Trustee hereunder upon such termination shall be distributed 

to or upon the order of the holders of Tmsl Certificates. The Tru ;tee may, in ils 

reasonable discretion, require the surrender to it of the Tmst Certificates 

hereunder before the release or transfer ofthe sio':k interests evidenced tiiereby. 

(e) Any disposition of Tmst Stock under this paragraph 8 or otherwise 

hereunder shall be made subject to any order of the STB pursuant to any of ils 

jurisdiction, and the Tmsiee shall be entitied lo rely on a certificate of Parent and 

NSC that any person or entity to whom the Tmsl Stock is disposed is not an 

affiliate of the Parent or of NSC and has all necessary regulatory authority, if any 

is necessary, to purchase such Tmst Stock. The Tmsiee shall promptly inform 

the STB of any iransfer or disposiiion of Tmsl Stock pursuant lo this 

Paragraph 8. Upon the iransfer of all of the Tmst Stock pursuant lo this 

Paragraph 8. this Tmsl shall cease and come lo an end. 

(f) Evcept as expressly provided in this Paragraph 8, the Tmstee shall 

not dispose of, or in any way encumber, the Tmst Stock, and any transfer, sale 

or encumbrance in violation of the foregoing shail be null and void. 

(g) As used in this Paragraph 8 and elsewhere in *'.iis Agreement, the 

temis "STB Approval" and "STB Denial" sliall not have the meanings given to 

them in the Merger Agreement but shall have the followmg meanings: 

"STB Approval" means the issuance by the STB of a decision, which 

decision shall become effective and which decision shal! not have been stayed or 

enjoined, that (A) corstitutes a final agency action approving, exempting or 

otherwise authorizing the acquisition ofcontrol over the Company's railroad 

operaiions by Parent and NSC and the other transactions coniemplaied by the 

CSX/NS Agreement and (B) does not (1) change or disapprove of the 

consideration i be given in the Merger or other material provij.ions of Article II 
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of the Merger Agreement or (2) unless Parent and N.'J'J choose to assume control 

despite such conditions, impose on Parent. NSC, the Company or any of their 

respective subsidiaries any other terms or conditions (including, without 

limitation, labor protective provisions bul excluding conditions heretofore 

imposed by the Interstate Commerce Commission in New York Dock Railway-

Control-Brooklyn Eastern Dis. ia. 360 I CC. 60 (1979)), other than those 

proposed by the applicants, that materially and adversely affect the long-term 

benefiis expected lo be received by Parent and NSC from the transactions 

contemplated hy the Merger Agreement and the CSX/NS Agreement. 

"STB Denial" means (i) STB /approval shall not have been obtained by 

December 31, 1998 or (ii) the STB shall have, by an order which shall ave 

become final and no longer subject to review by the courts, eiiher (v> refused to 

approve the control and other transactions which are referred to in clause (A) of 

the definition of STB Approval or (y) approved such acquisition of control and 

other transactions subject to conditions that cause such approval not to constitute 

STB Approval. 

9. Independence ofthe Trustee - Neither the Tmstee nor any affiliate 

of the Tmsiee may have now, or al any lime during the duration of this Tmst 

Agreement (i) any officers, or members of their respective boards of directors, in 

common with the Acquiror, the Parent, NSC, LLC or any affiliale of any of 

them, or (ii) any direct or indirect business arrangements or dealings, financial or 

otherwise, with the Acquiror, the Parent. NSC, LLC or any affiliate of any of 

them, other than dealings pertaining to the establishment and carrying out of this 

voting tmsl. Mere investmeni in the stock or securities of NSC or the Parent or 

the Acquiror or any affiliate of any of them by the Tmstee, short of obtaining a 

controlling inierest, will not be considered a proscribed business arrangement or 
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dealing, but in no event shall any such investmeni by the Tmstee in voting securi­

ties of the Acquiror, the Parent, NSC, LLC or their affiliates exceed five percent 

of their outstanding voting securities and in no event shall the Tmstee hold a 

proportion of such voting securities so substantial as to permit the Tmsiee in any 

way to conlrol or direct the affairs of the Acquiror, the Parent, NSC, LLC or 

their affi iates. Neiiher the Acquiror, the Parent, NSC, LLC, nor their affiliates 

shall purchase the stock or securities of the Tmstee or any affiliate of the Tmsiee. 

10. Compensation of the Trustee - The Tmstee shall be entitled to 

receive reasonable and customary compensation for all services rendered by it as 

Tmstee under the tenr.s hereof and said conipensation to the Tmsiee, together 

with all counsel fees, taxes, or other expenses reasonably incurted hereunder, 

shall be promptly paid by the Acquiror cr the Parent. 

11. Tmstee May Act Through Agents - The Tmstee may at any time 

or frorn time to lime appoint an agent or agents and may delegate to such agent or 

agents the performance of any adminisirative duty of the Tmstee. 

12. Conceming the Responsibilities and Indemnification of the 

Tmstee - The Trustee shall not be liable for any mistakes of fact or law or any 

error of judgment, or for any act or omission, except as a result of the Tmsiee's 

willful misconduct or gross negligence. The Tmstee shall not be answerable for 

the default or misconduct of any agent or attorney appointed by it in pursuance 

heieof if such agent or attorney has been selected with reasonable care. The 

duties and responsibilities of the Tmstee shall be limited to those expressly set 

forth in this Tmst Agreement. The Tmstee shall not be responsible for the 

sufficiency or the accuracy of the form, execution, validity or genuineness of the 

Tmst Stock, or of any documents relating thereto, or for any lack of endorsement 

thereon, or for any description therein, nor shall the Tmsiee be responsible or 
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liable in any respect on account of the identity, authority or righis of the persons 

executing or delivering or purporting lo execute or deliver any such Tmst Slock 

or document or endorsement or this Tmsl Agreement, except for the execution 

and delivery of this Tmst Agreement by this Tmstr \ The Acquiror, the Parent, 

NSC and LLC agree that lhey will at all limes protect, indemnify and save 

harmless the Tmsiee, its directors, officers, employees and agents from any ioss, 

cost or expense of any kind or character whatsoever in connection with this Tmst 

except those, if any, growing out of the gross negligence or willful misconduct of 

the Tmstee, and wili at all times themselves undertake, assume full responsibility 

for, and pay all costs and expense of any suit or litigation of any character, 

including any proceedings before the STB, with respeci to the Tmsl Stock or this 

Tmst Agreemeni, and if the Tmstee shall be made a party thereto, the Acquiror, 

the Parent. NSC or LLC will pay all costs and expenses, including reasonable 

counsel fees, to which the Tmstee may be subjeci by reason thereof; provided. 

however, that the Acquiror, the Parent, NSC and LLC shall not be responsible 

for the cost and expense of any suit that the Tmstee shall settle without first 

obtaining their written consent. The Tmstee may consult with counsel and the 

opinion of such counsel shall be full and complete authorization and protection in 

respect - i any action taken or omitted or suffered by the Tmstee hereunder in 

good faith and in accordance wilh such opinion. 

13. Tmstee to Give Account to Holders - To the extent requested to 

do so by the Acquiror or any registered holder of a Tmst Certificate, the Tmstee 

shall furnish to the party making such request full infonnation with respect to 

(i) all property theretofore delivered to il as Tmsiee, (ii) all property then held by 

it as Tmstee, and (iii) all actions theretofore taken by it as Tmstee. 
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14. Resignation, Succession. Disqualification of Tmstee - The 

Tmstee, or any tms.ee hereafter appointed, may at any lime resign by giving 

forty-five days' written noiice of resignation to the Parent, NSC and the STB. 

The Parent and NSC shall at least fifteen days prior to the effective dale of such 

noiice appoint a successor tmstee which shall (i) satisfy the requirements of 

Paragraph 9 hereof and (ii) be a corporation organized and doing business under 

the laws of the United Slates or of any State thereof and authorized under such 

laws to exercise corporate tmst powers, having a coml)ined capital and surplus of 

at least $50,000,000 and subjeci to supervision or examination by federal or state 

authority. If no successor tmstee shall have been appointed and shall have 

accepted appointment at least fifteen days prior to the effective date of such 

notice of resignation, the resigning Tmstee may petition any competent authority 

o*- court of competent jurisdiction for the appointment of a successor tmstee. 

Upon written assumpiion by the successor tmstee of the Tmsiee's powers and 

duties hereunder, a copy of the instmment of assumption shall be delivered by the 

Tmstee to the Parent, Acquiror, NSC and LLC and the STB and all registered 

holders of Tmst Certificates shall be notified of its assumption, whereupon the 

Tmsiee shall be discharged of the powers and duties of the Tmsiee hereunder and 

the successor tmstee shall become vested with such powers and duties. In the 

event of any material violation by the Tmstee of the terms and conditions of this 

Tmst Agreement, the Tmstee shall become disqualified from acting as tmstee 

hereunder as soon as a succcsor tmstee shall have been selected in the manner 

pro\ ided by this paragraph. 

15. Amendment - This Tmst Agreement may from time to time be 

modified or amended by agreement executed by the Tmstee, the Acquiror, the 

Parent, NSC and LLC and all registered holders ofthe Tmst Certificates 
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(i) pursuant to an order of the STB, (ii) with the prior approval of the STB, 

(iii) in order to comply with any order of the STB or (iv) upon receipt of an 

opinion of counsel satisfactory to the Tmstee and the holders of Tmst Certificates 

that an order of the STB approving such modification or amendment is not 

required and that ihe amendment is consistent wiih the STB's regulations 

regarding voting tmsts. 

16. Governinc Law; Powers of ihe STB - The provisions of this 

Tmst Agreemeni and the rights and obligations of the parties hereunder shall be 

goveraed by the laws of the State of New York, except that to the extent any 

provision hereof may be found inconsisteni with subtitle IV, title 49. United 

States Code or regulations promulgated thereunder, such statute and regulations 

shali control and such provision hereof shall be given effect only to the extent 

pemiitted by such statute and regulations. In the event that the STB shall, at any 

time hereafter by final order, find lhat compliance with law requires any otiwr or 

different action by the Tmstee than is provided herein, the Tmstee shall act in 

accordance with such final order instead of the provisions of this Tmst 

Agreement. 

17. Counterparts - This Tmst Agreement is executed in six 

counterparts, each of which shall constitute an original, and one of which snail be 

held by each of the Parent, the Acquiror, NSC and LLC, and the other two shall 

be !-.elJ by the Tmstee, one of which shall be suoject to in.spection by holders of 

Tmsl (Certificates on reasonable noiice during business hours. 

18. Filing With the STB - A copy of this Agreement and any 

amendments or modifi-aiions thereto shall be filed with the STB by the Acquiror. 

19. Successors and Assigns - This Tmsi Agreement shall be binding 

upon the successors and assigns lo the parties hereto, including without limitation 
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successors to the Acquiror, the Parent, NSC or LLC by merger, consolidation or 

otherwise. 

20. Succession of Functions - The term "STB" includes any 

successor agency or governmental departmeni that is authorized to carry out the 

responsibilities now carried out by the STB with respeci lo the consideration of 

the consistency with the public inierest of rail mergers and combinations, the 

regulation of voting tmsts in respeci of the acquisilion of securities of rail carriers 

or companies controlling them, and the exemption of approved rail mergers and 

combinations from the antitrust laws. 

21. Notices - Any noiice which any party hereto may give to the 

other hereunder shail be in writing and shall be given by hand delivery, or by 

first class registered mail, or by overnight courier service, or by facsimile 

transmission confimied by one of the aforesaid methods, sent. 

If to Parent: 

CSX Corporation 
One James Center 
901 East Cary Street 
Richmond, Virginia 23219 

Attention: General Counsel 

With a required copy to: 

Dennis G. Lyons, Esq. 
Arnold & î orter 
555 Twelfti. Street, N.W. 
Washington. D.C. 20004-1202 

If to NSC: 

Norfolk Souihern Corporation 
Three Commercial Place 
Norfolk, Virginia 23510-2191 

Attention: General Counsel 

Wilh a required copy to: 
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Richard A. Allen, Esq. 
Zuckert, Scoutt & Rasenberger, L.L.P. 
.588 Seventeenth Slreel, N.W. 
Suite 600 
Washingion, D C 20006-3939 

If to LLC or to Acquiror, by sending such notice to each of Parent and 
NSC at their addresses given in this paragraph 21 and wiih copies as 
there provided. 

If to the Tmstee, to: 

Deposit Guaranty National Bank 
One Deposit Guaranty Plaza, 
Sth Floor 
Jackson, Mississippi 39201 

Attention: Corporate Tmsl Departmeni 

Wilh a required copy to: 

Deposit Guaranty National Bank 
c/o Commercial National Bank In Shreveport 
333 Texas Street 

Shreveport, LA 71101 

Attention: Corporate Tmst Department 

And if to the holders of Tmst Certificaies, to them at their addresses as shown on 

the records maintained by the I msiee. 

22. Remedies - Each of the parties hereto acknowledges and agrees 

that in the event of any breach of this Agreement, each non-breaching party 

would be irreparably and immediately hamied and could not be made whole by 

monetary damages. It is accordingly agreed lhal the parties hereto (a) will waive, 

in any action for specific performance, the defen.se of adequacy of a remedy at 

law and (b) shall be entitled, in additio ' to any other remedy to which they may 

be entitled at law or in equity, to an order compelling specific performance of 

this Agreemeni in any action iii.stituied in any stale or federal court sitting in New 
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York, New York. Each party hereto consents to personal jurisdiction in any such 

action broughi in any stale or federal court sitting in New York, New York. 

23. Conceming the Holders of Tmst Certificates - Each reference lo 

the rights or powers of holders of the Tmst Cenificates as such to give directions 

with respect to the disposition of the Tmst Shares, or the eamings or income 

thereon, or with respect vo any other matter with respect to the Tmst Shares, if 

such rights or powers are exercised by fewer than all of such holders or relate to 

fewer than all of them, shall be deemed to relate only, as the case may be, to 

such rights or powers only to the extent of the number of Tmst Shares 

represented by the Tmst Cenificates ofthe holders giving such insimciion or 

direction. 

24. Effectiveness — This Agreemeni shall be binding on the parties 

hereto from and after its execution and delivery, but except as specified in this 

Paragraph 24 none of the provisions hereof shall come into effect until the lime 

of consummaiion of the White/NSC Offer and the s» ares of Common Stock 

acquired in the White/NSC Offer shall be deposited in the Voting Tmst as so 

governed by this Amended and Restated Voting Tmst Agreement upon its 

effectiveness; but notwithstanding the foregoing provisions as to effectiveness, no 

amendment may be made to the Voting Tmsl Agreement from and after the 

execution and deli\ ery of this Agreemeni which would cause this instmment not 

to come into effect as provided in this Paragraph 24, or would in any manner 

impede its coming into effect as contemplated by this Paragraph 24, as a 

complete amendment and restatement of the Voting Tmst Agreement. 

IN WITNESS WHEREOF, CSX Corporation, Green Acquisilion 

Corp., Norfolk Souihem Corporation and CRR Holdings LLC have caused this 
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.Amended and Restated Trust Agreement to be executed by ihei: authorized 

officers and iheir corporate seais to be ai'rlxed, at'.£5ted by tr.err Secretanes or 

.Assistant Secretaries, and Deposit Guaranrv- .N'adonal Bank has caused uiis 

Amended and Restated Tmst Agreement to be executed by its authorized officer 

or agent and its corporate seal to be affixed, attested to by its Secretary or one of 

its Assistant Secretaries or other authorized agent, all as of the day and year first 

above written. 

Attest: CSX CORPOR ATION 

Secretarv 

Attest: GREEN ACQUISITION CORP. 

Secretarv 
By. 

Attest: NORFOLK SOUTHERN CORPORATION 

:SISTANT SEC'ETARV^ 

.ATTEST: CRR HOLDINGS LLC 

Assistant Secretary-] ^ 



- 22 

Amended and Restated Tmst Agreement to be executed by their authorized 

officers and their corporate seals to be affixed, attested by their Secretanes or 

Assistant Secretaries, and Deposit Guaranty National Bank has caused this 

Amended and Restated Tmst Agreement to be executed by its authorized officer 

or agent and its corporate seal to be affixed, attested to by its Secretary or one of 

its Assistant Secretaries or other authorized agent, all as of the day and vear first 

above written. 

Attest: 

Secretarv 

CSX CORPORATION 

Attest: 

Secretarv 

GREEN ACQUISITION CORP. 

Attest: NORFOLK SOUTHERN CORPORAUON 

Secretary 
By. 

ATTEST: CRR HOLDINGS LLC 

Secretary 
By. 
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.Attest: 
COMMERCI.AL NATIONAL BANK, AGENT FOR 

DEPOSIT GUAR.ANTY NATIONAL BANK 

Trust O f f i c e r Linda H. T r i c h e l 
Trust O f f i c e r 



No. EXIIIBIT A 
Shares 

VOTING TRUST CERTIFICATE 
FOR 

COMMON STOCK 
of 

CONRAIL INC. 
INCORPORATED UNDER THE LAWS OF 

THE STATE OF PENNSYLVANIA 

THIS IS TO CERTIFY that will be entitled, on the 

surrender of this Certificate, lo receive on the termination of the Voting Tmst 

Agreement hereinafter referred to, or oiherwise as provided in Paragraph 8 of 

said Voting Tmst Agreement, a certificate or certificates for shares of the 

Common Slock, $1.00 par value, of Conrail Inc., a Pennsylvania corporalion 

(the "Company"). This Certificate is issued pursuani lo, and the rights of the 

holder hereof are subject lo and limited '̂ y, the terms of an Amended and 

Re lated Voting Tmst Ag.sement, dated as of April 8, 1997, executed by CSX 

Corporation, a Virginia corporation. Norfolk Southern Corporation, a Virginia 

corporation, CRR Holdings LLC, a limited liability company organized under the 

laws ot Delaware, Green Acquisition Corp., a Pennsylvania corporation, and 

Deposit Guaranty National Bank, as Tmstee (as it may be amended from lime to 

time, the "Vodng Tmsi Agreement"), a copy of which Voting Tmst Agreement 

is on file in the office of said Tmstee at One Deposit Guaranty Plaza, 8lh Floor, 

Jackson, Mississippi 39201 and open to inspection of any stockholder ofthe 

Company and the holder hereof. The Voting Tmsl Agreement, unless earlier 

terminated (or extended) pursuant lo the terms thereof, will terminaie on 

December 31. 2016, so long as no violation of 49 U.S.C. § 11323 will resuU 

from such temiination. 
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The hoider of this Certificate shall be entitled lo the benefits of said 

Voting Tmst Agreement, including the righl to receive payment equal lo die cash 

dividends, if any. paid by the Company with respect to the number of shares 

represented by this Certificate. 

This Certificate shall be transferable only on the books of the 

undersigned Tmstee or any successor, to be kept by it, on surrender hereof by the 

registered holder in person or by attorney duly authorized in accordance wilh the 

provisions of said Voting Tmsl Agreemeni, and until so transferred, the Tmstee 

may treat the registered holder as the owner of this Voting Tmsl Certificate for 

all purposes whatsoever, unaffected by any noiice to the contrary. 

By accepting this Certificate, the holder hereof assents lo all the 

provisions of, and becomes a party to, said Voting Tmsl Agreement. 

IN WITNESS W^HEREOF, the Tmstee has caused this Certificate to 

be signed by its officer duly authorized. 

Dated: 
DEPOSIT GUARANTY 
NATIONAL BANK 

By. 
Authorized Officer 
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[FORM OF BACK OF VOTING TRUST CERTIFICATE] 

FOR VALUE RECEIVED hereby sells, 

assigns, and transfers unto the within Voting Tmst Certificate and 

all rights and interests represented thereby, and does hereby irrevocably constitute 

and appoint Attorney to transfer said Voting Tmst Certificate 

on the books of the within mentioned Tmstee, with full power of substimtion in 

the premises. 

Dated: 

In the Presence of: 


