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: NS-84
BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 33388

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

-- CONTROL AND OPERATING LEASES/AGREEMENTS --

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

NORFOLK SOUTHERN’S RESPONSE
TO DECISION NO. 186 REGARDING
THE HOLLIDAYSBURG CAR SHOPS

Introduction and Summary of Argument

Norfolk Southern Corporation and Norfolk Southern Railway Company (collectively,
“NS”) hereby respond to the Board’s May 21, 2001 decision directing NS to show “why the
Board should not order NS to cancel” its announced closure of the Hollidaysburg,
Pennsylvania car repair shops (the “Shops”) and “to keep these shops open at least at present

capacity for a significant period of time beyond September 1, 2001.” Decision No. 186 at 1.

' This issue was first raised in a petition (“Joint Petition”) filed on March 28, 2001 by a
number of unions and the Commonwealth of Pennsylvania (together, “petitioners”). NS
filed a reply to the Joint Petition on April 17, 2001 (NS-79). The petitioners submitted a
reply to NS-79 (the “Response”) on May 9, 2001, to which NS responded with a
supplemental reply (NS-81) on May 21, 2001. On the same day NS filed NS-81, the Board
issued Decision No. 186. The union petitioners are the Transport Workers Union of
America (“TWU?”), the National Council of Firemen and Oilers/SEIU (“NCFO”), the
International Association of Machinists and Aerospace Workers (“IAM”), the International
Brotherhood of Boilermakers and Blacksmiths (“IBB™), the International Brotherhood of

Electrical Workers (“IBEW™), and the Sheet Metal Workers International Association
(continued on next page...)



On June 8, the Board granted NS’ request for an extension of time, to June 25, 2001, in which
to submit this response to the Board’s order. Decision No. 188 (served June 8, 2001). In that
decision, the Board noted that NS agreed not to close the Hollidaysburg Shops prior to October
1, 2001.

In response to the Board’s order in Decision No. 186 that NS show “why the Board
should not order NS to cancel its proposed shut-down of its Hollidaysburg Car Shops,” we set
forth in greater detail than in previous pleadings the background facts concerning NS’ |
operation of the Shops since Split Date,” its substantial efforts to develop business for the
Shops, and the current economic, business and operating conditions that led to the difficult
decision to close the Shops this coming September (now October) as well as a number of other
long-term actions NS has taken to restructure NS to move towards a sustainable capital
structure.

We will demonstrate that the Operating Plan - including the discussions concerning the
post-Split Date use of the Shops — was based upon several assumptions and expectations that
have not been borne out by events since Split Date. We also will show that the decision to
close the Shops is not “at the forefront” of NS’ efforts to reduce costs but is instead one of
many such actions taken since Split Date. Additionally, we will describe the substantial

actions NS has taken and will continue to take to mitigate the effects of the closure of the

(...continued from previous page)
(“SMWIA”). In a “response” served April 13, 2001, the Transportation-Communications
International Union (“TCU™) “support[ed]and join[ed]” the petition.

“Split Date” is the common term referring to June 1, 1999, when NS and CSX first began
their separate operations of their respective allocated portions of Conrail.



Shops on the local community and the employees. These facts demonstrate that NS made a
good faith effort to keep the Shops open following Split Date and has acted reasonably and in
good faith in its decision to close the Shops.

Following the discussion of these facts, NS will set forth additional reasons why it
submits the Board should not issue the order contemplated in Decision No. 186 or direct in any
way NS’ disposition of the Shops.® First, there is no evidence in the record of this proceeding
that NS expressed or implied any undertaking to continue operating the Shops for any period of
time after Split Date regardless of whether it made good business sense to do so. Rather, NS
stated clearly during the proceeding that continued operation of any of its facilities would
depend on factors that could not be predicted in advance. Second, there is no basis in the
record for concluding that any of the petitioners did or could reasonably have based its support
for the transaction on statements by NS implying an intention or agreement to continue
operating Hollidaysburg for any specific period after Split Date. Third, a Board order
directing that the Shops remain open would subvert the well-established labor implementing
process based on implementing agreements privately negotiated between NS and various
unions. Moreover, such an order would, NS submits, reflect an extremely poor policy
decision, placing the Board in the position of micromanaging a railroad enterprise, a task for

which the Board previously has recognized it is not well-suited. Such a decision would be

As noted, this is the third substantive pleading NS has filed in connection with the Joint
Petition. Because NS-84 responds specifically to the concerns and issues expressed by the
Board in Decision No. 186, we have endeavored to include here all of the main points
made in NS-79 and NS-81. We ask the Board to review those pleadings as well, however,
and to consider any points, authorities and evidence in them that we have not included
here.



contrary to all existing Board precedent, and would open the door to further Board
involvement in any number of other individual facility management decisions in the future.
Finally, as NS’ discussion of the facts will show, NS’ decision to close the Shops is, in any
event, justified on the merits.
STATEMENT OF FACTS
SHOWING WHY THE BOARD SHOULD NOT ISSUE AN ORDER
CANCELING THE CLOSURE OF
THE HOLLIDAYSBURG CAR SHOPS

In October 1996, CSX announced its intention to acquire Conrail. That announcement
set off a battle between CSX and NS for control of Conrail that was waged in the press, in the
stock market, before governmental officials, in the courts and before the Board. At that time,
NS and CSX were competing for the opportunity to acquire sole control over Conrail.

On April 8, 1997, however, NS and CSX signed a letter agreement outlining their
agreement to jointly acquire control over Conrail. The parties later negotiated the specifics of
that agreement, and those negotiations resulted in a Transaction Agreement, dated June 10,
1997. NS and CSX filed their Application in June 1997 for the Board’s approval of the joint
acquisition of control of Conrail. The Board approved the Application in Decision No. 89,
served July 23, 1998. NS and CSX exercised control over Conrail on August 23, 1998, but
did not effectuate separate operational control over their respective allocated portions of
Conrail’s assets until June 1, 1999, Split Date.

Prior to Split Date, NS and Conrail each performed program car repairs and

fabrications at a number of different shops on their respective systems. These included a

number of shops on the NS system, including NS’ large shops at Roanoke, VA. Of all the car



shops on the NS and Conrail systems, Conrail’s shop complex at Hollidaysburg, PA, allocated
to be operated by NS, was by far the largest.

Since Split Date, NS has operated the Hollidaysburg Shops. In addition to the work
done on the NS fleet, NS made substantial efforts, which went beyond those of Conrail, to
insource additional work from other railroads and car owners.* These efforts included both
active marketing and substantial price reductions, and these efforts have been ongoing since
Split Date.’

The experience NS has gained in operating its system and the marketing and economic
realities NS has faced subsequent to Split Date (such as the significant reduction in export coal
volumes and the dramatic increase in the price of diesel fuel) have forced NS to take a very
detailed look at all aspects of its operations and economics. Some of what we anticipated in
our Operating Plan has not materialized. NS has had to fundamentally rethink its operations to
right-size its physical plant to reflect the actual traffic and revenues on the expanded NS system
since Split Date.

As a result, NS has taken several significant actions that have resulted in lowering
expenditures, increasing profitability, and improving cash flow. With the assistance of Mercer
Management, NS has embarked on numerous programs aimed at increasing efficiency,

reducing costs, generally right-sizing the company’s physical plant, and restructuring NS to

*  For example, NS had an office devoted to insourcing efforts at Hollidaysburg and other

facilities on the expanded Norfolk Southern system.

Many of these efforts, such as the national advertising campaigns and direct customer
contacts, are detailed in the verified statement of David L. Veron, which appears as Exhibit
2 hereto.



allow a return on its assets to meet or exceed its cost of capital. Among the efforts NS has
undertaken since Split Date are the following:

e Reduced NS’ dividend for the first time in NS’ history (by 70 percent);

e Reduced NS’ management workforce by 25 percent by second quarter 2001,
including a reduction of approximately 40% in the number of management
personnel in the Mechanical Department;

e Enhanced revenues from the disposal of non-rail assets, including the sale of
extensive oil, gas and timber rights in the third and fourth quarter 2000;

e With the assistance of Multi-Modal Applied Systems analysis, undertook a major
redesign of operations over its service network;

e Drastically reduced advertising expenses throughout 2000 and to date in 2001;

¢ Implemented in 2001 a line rationalization program targeting 3,000 to 4,000
underutilized or duplicate track miles;

e Curtailed the purchase of new freight cars;

e Curtailed operations at the 38™ Street Car Shop in Norfolk, Virginia;

e Closed the Roanoke foundry and parts reclamation facility;

e Idled the Roanoke Car Shops;

¢ Announced the closure of the Birmingham, AL frog shop;

e Announced the closure of the Coster wheel shop in Knoxville, TN;

e Studying the consolidation or disposition of several other facilities;

e Disposed of surplus maintenance of way equipment;

e Continued the disposal of an additional 12,000 surplus rail cars;



e Reduced by 500 the number of work vehicles in the NS rubber tire vehicle fleet;

and

e Proceeded with Shared Asset Area initiatives, including implementation of a

reduction in SAA agreement and non-agreement staffing levels and the
consolidation of SAA office space.

None of the initiatives listed above was anticipated by the NS Operating Plan.

The foregoing points demonstrate that, far from being “at the forefront of [NS’] plans
to cut costs or increase profitability” (Decision No. 186 at 7), the difficult decision to close the
Shops is only one of many actions NS has taken, and will take, to respond to changing
operational conditions and financial challenges. Indeed, Hollidaysburg was not the first facility
affected, nor was it even the first large car shop affected.

As mentioned, as part of these efforts, NS began reviewing its facility utilization.
Although the NS Operating Plan anticipated that NS would expand its car fleet,” NS has found
it necessary to contract its fleet. As previously noted, on January 23, 2001, NS announced its
intention to dispose of 12,000 surplus rail cars as part of its comprehensive restructuring
effort. To date, NS is on target as to this part of the restructuring effort, having disposed of

9,000 cars.

The NS Operating Plan states that to “accommodate traffic diverted from other carriers or
developed through new marketing opportunities, NS Post-Acquisition will require an
estimated 5,850 additional freight cars on line, of which 989 cars will be purchased by NS
Post-Acquisition. The purchased cars will require a capital investment of $57.7 million
over three years. This addition to the car fleet is partially offset by retirement of 364 cars
which will become surplus and which have an estimated net salvage value of $4.3 million.
* % * No retirements of Company equipment are planned as a result of the consolidation.”
CSX/NS-20, Vol. 3B at 10. That contemplated acquisition would have expanded the NS
fleet by over 5%.



NS closed the foundry (January 2001) and the parts reclamation facilities (May 2001) in
Roanoke. Despite the fact that the NS Operating Plan anticipated continued operation of both
of these facilities, NS made the hard decision to exit the business conducted at these facilities.
NS has also idled the Roanoke car shops (August 2000). Again, this was contrary to
assumptions made in the NS Operating Plan, but with the completion of a major coal car
rebodying program and the significant reduction in export coal volumes, NS determined that
there simply was not sufficient work at the present time to maintain employees at this facility.

Despite NS’ substantial insourcing efforts,” the Hollidaysburg Shops have continued to
operate only at about one-third capacity since Split Date.® Analyzed as a stand-alone facility,
the Shops are losing a substantial amount of money.” Because other car repair facilities on the
NS system (not including the Rdanoke shops that have been largely idled) have the physical
capacity (with the transfer of existing employees) to perform the kihds and amounts of repair

work on NS equipment now béing performed at Hollidaysburg, the Shops are redundant.

7 The Application expressed NS’ need and intention to “actively pursue ‘insourcing’

opportunities in order to utilize fully its car shop capacity, particularly in the
Altoona/Hollidaysburg area.” Id. at 62-63. See also id. at 320-321 (“Recognizing the
shop capacity NS gains as a result of the addition of Conrail facilities, as well as the
advantages of a stable work force, NS anticipates performing car and locomotive repairs
and overhaul for other rail carriers and other prospective customers [at] Altoona, PA
(including the nearby Hollidaysburg Car Shop) and Roanoke, VA.”)

The NS insourcing effort was demonstrably successful at bringing work to the Shops. As a
result of that effort, almost half of the approximately 4,000 cars worked on at the Shops in
2000 were non-NS cars. See Veron V.S., Ex. 2 at 3. The fact remains, however, that
even this success has not been nearly sufficient to justify continued operation of the Shops.

®  Contrary to the claims of TWU Local 2017 President Lutton, the verified statement of
Robert H. Belvin, NS Manager - Budget Planning and Operations, demonstrates that the
Hollidaysburg shops, considered as a stand-alone facility, do not even come close to
generating a profit but, in fact, operated at a significant loss — almost $ 7 million, as a
conservative estimate, in the year 2000. See Ex. 3, Belvin V.S. at 2.



Further, because it is by far the largest facility on the NS system, operating at such a low level
of capacity and, consequently with a higher overhead, the Hollidaysburg Car Shops are a
prime candidate for closure, with the work transferred to other existing smaller, geographically
dispersed facilities that have excess physical capacity. NS announced its decision to do so on
February 21, 2001.

As discussed, NS recognized in its Operating Plan that to make use of the expanded car
repair shop capacity it was acquiring in the Conrail Transaction, a substantial insourcing effort
would be required. This vigorous insourcing effort — which petitioners readily acknowledge -
did not prove sufficient, however, both because it had to cover more of the Shops’ capacity
than originally thought, and because the available work for insourcing, in a highly competitive
environment, was less than originally anticipated.

The overall United States railroad-owned rail car fleet is shrinking. Moreover, as
noted previously, NS is in the process of disposing of 12,000 rail cars — approximately 10% of
its current fleet. NS anticipates that effort will be completed this year. Other Class I rail
carriers apparently are planning similar downsizing as well this year. Union Pacific, for
example, has indicated it may retire 20,000 cars this year; BNSF has said it may cut about
12,000 cars. See Laura J. Merisalo, Fleet Stats 2001, Progressive Railroading, May 2001 at
24.

Rail car production also is slowing. One of the largest rail car producers in North
America, Trinity Industries, announced that it will continue to reduce production - from

16,000 rail cars in 2000 to 14,000 rail cars in 2001 to a projected 10,000 to 12,000 rail cars in



2002.'° Another major player in the rail car industry is Thrall North American Rail Car.
Thrall late last year announced it would close its Winder, GA plant, affecting nearly 350
employees, and would close a production line and lay off 200 employees at its Chicago Heights
facility.!’ Greenbrier Companies has so far laid off more than 1,500 manufacturing personnel
- 40 percent of its workforce in three North American production facilities. Continued cuts
and a factory shut down later this year continue to be possibilities for Greenbrier."
Additionally, the proportion of the rail car fleet that is owned by Class I railroads is
shrinking, while the proportion of the U.S. rail car fleet owned by shippers or third parties is
growing. The proportion of the fleet owned by Class I’s has dropped from about 61% in 1985
to about 42 % in 1999, while during the same period, the percentage of the fleet owned by

shippers and other third parties has grown from 31% to 48%."

0 News Release, Trinity Declares Quarterly Dividend and Modifies Outlook, March 8, 2001,
available at http://www .trin.net/investor/news/recent/20010308.htm. Trinity also is seeing
the need to rationalize its facilities in this period of economic downturn in the railcar
industry: “We are beginning to see the benefits of our cost cutting initiatives at the
operations levels within our rail related business. Over the past few years, we successfully
transitioned the majority of our railcar manufacturing to our lower cost facilities, which is
helping us remain marginally profitable at reduced production levels.” Id. Trinity has said
it anticipates that it will reduce its quarterly production levels 15-20% by the beginning of
the second quarter of its current fiscal year (July 1, 2001); the company is “continuing to
take steps to downsize their rail related operations as well as exit non-profitable railcar
product lines.” News Release, Trinity Revises Outlook for Railcar Production, March 27,

2001, available at http://www.trin.net/investor/news/recent/ 20010327 . htm.

John Schmeltzer, From flush to flat: new government report shows economy slowing down,
Online Athens, Dec. 3, 2000, at http://www.onlineathens.com/stories/ 120300/
bus_1203000012.shtml.

Reuters, Greenbrier sees H2 losses, more job cuts, June 11, 2001, available at

http://biz.yahoo.com/rf/010611/n11684867.html
See Association of American Railroads, Railroad Facts, October 2000 at 50.
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Future growth in insourcing is not the answer. Car owners have a growing number of
options for utilizing independent private car repair shops. These independent shops are
characterized by their smaller size, geographical dispersion, specialization, favorable labor
rates, and ability to more easily invest in the latest technologies, all of which make these shops
highly competitive and able to adapt quickly to changing market conditions."

Given this background, NS submits that it has acted reasonably and in good faith with
regard to the Shops, both in making its original statements in the NS Operating Plan and in its
actions following Split Date and continuing on to the announced closing of the Shops. Even
the petitioners admit that NS’ actions after Split Date were consistent with the statements NS
made in the Application and elsewhere: “NSR’s initial implementation of the Transaction with
respect to the Hollidaysburg shops was consistent with the representations NSR made in the
Application, before the Senate Appropriations Committee and in the New York Dock
arbitration. . . .” Joint Petition at 11. The witnesses supporting the Joint Petition also
acknowledge that following Split Date, NS has operated the Hollidaysburg shops, consolidated
work at Hollidaysburg, and sought insourcing work for Hollidaysburg, as NS had expected to
do. See Joint Petition, Exhibit 16, Lutton V.S. at § 4; Exhibit 17, Francisco V.S. at (4.

Despite this fact, however, the petitioners question the bona fides of NS’ actions. In
his initial statement, attached to the Joint Petition, for example, petitioner witness Thomas

Lutton sought to disparage NS’ efforts by making a number of incorrect assertions about the

4 Other railroads and other rail car owners are consolidating shops. UP, for example, has

closed various rail car shops. TTX has closed one car repair facility and reduced
employment at others. See Marybeth Luczak, All in the family?, Railway Age, December
2000, p. 41.

11



actual and potential profitability of the Shops and about alleged commitments for work that NS
supposedly had and gave up. NS’ Director Insourcing, David Veron, refuted Mr. Lutton’s
erroneous claims point by point in his verified statement accompanying VS-79. See Ex. 2
hereto. In addition, Robert Belvin, NS’ Manager — Budget Planning and Operations, refuted
Mr. Lutton’s claim that the Shops were profitable; he showed that, far from being profitable,
the Shops, on a conservative basis, lost almost $7 million in 2000. See Ex. 3. In his second
verified statement, submitted with the petitioners’ Response, Mr. Lutton made no attempt to
dispute Mr. Veron’s refutation of his earlier statements. See Response, Exhibit 29.

Moreover, in their Response, petitioners admitted that they had no evidentiary basis for
disputing Mr. Belvin’s calculation of the Shops’ losses in 2000. Response at 11, n. 2.
Accordingly, although Decision No. 186 said there are “conflicting positions . . . as to
whether [the Shops] can operate profitably” (Decision No. 186 at 7), there is in fact no conflict
in the evidence on this point, nor is there any evidence in the record to refute the significant
financial drain on NS from the Shops’ operation.

Because the closure of the Hollidaysburg Shops will affect the local economy, NS has
taken, and continues to take, significant steps to mitigate those effects. Among other things,
NS has explored the possibility of selling the Shops to maintain employment in Blair County.
To that end, NS has put together promotional materials, spent $22,000 on a site appraisal, and
had discussions with three national real estate brokers. Following receipt of the appraisal, NS
will discuss with brokers how they would market the site, the costs involved, efc.

Also, NS has worked closely with the Altoona Blair County Development Corporation

(“ABCD Corp.”) regarding the future of the Shops complex. ABCD Corp. organized a tour

12



of the Shop facilities on April 25, 2001 for the purpose of exploring how the Shops complex
could be marketed.” NS has provided $50,000 to ABCD Corp. to be used as part of the match
for the Economic Development Administration federal funding grant to initiate an opportunity
marketing program for the I-99 Corridor, with special emphasis on the Altoona/Blair County
area and the Shop facilities.

NS’ efforts no doubt will be enhanced by the designation in January 2001 of the
Hollidaysburg Shops complex as a “Keystone Opportunity Expansion Zone” (“KOEZ”),
pursuant to a state and local cooperative effort to take advantage of a recent Pennsylvania
legislative enactment. The KOEZ designation is applied to a specific, defined parcel as to
which the Commonwealth grants significant tax relief (exemption from state corporate net
income tax, sales and use tax, and local real property tax, as well as exemptions from other
state and local taxes) for a period of 10 years. This economic development tool is an initiative
to designate areas for future economic expansion.

Although the focus to date has been on the possibility of selling the complex as a
whole, NS would consider the possibility of subdividing it.'® Potential partnering opportunities

also have been discussed. Another approach that NS has considered is to sublease the Shops

15

The tour group included ABCD Corp. President and CEO Martin Marasco and others from
ABCD Corp.; Brian Ross from the Governor’s Action Team; Norfolk Southern
representatives; representatives from the Southern Alleghenies Planning & Development
Commission; representatives from the Borough of Hollidaysburg; representatives from the
offices of U.S. Senator Arlen Specter, State Senator Robert Jubelierer, State Representative
Richard Geist, State Representative Jerry Stern, and State Representative Larry Sather; and
(then-candidate, now Congressman) Bill Shuster and a representative of (then-candidate)
Scott Conklin.

Each of the six large private rail car companies that have been contacted about acquiring
the facility has declined.

13



after closure to a newly-created corporation owned by the Shops’ employees, through the

mechanism of an employee stock ownership plan.

Beyond efforts specifically targeted toward future use or redevelopment of the Shops

complex, NS has devoted substantial resources since Split Date to develop its system in

Pennsylvania, with significant results. For example:

NS has made payments of $6,000,000 to the City of Philadelphia to advance the
redevelopment of the former U.S. Navy shipyard located there, and will pay an
additional $4,000,000. These funds are devoted to redevelopment aimed at
bringing Kvaerner Shipping into the Philadelphia port. On Wednesday, June 20,
2001, Governor Ridge and Philadelphia Mayor Street announced the success of that
effort, reviving shipbuilding in the City of Philadelphia with a preliminary
$240,000,000 deal. See Ex. 4.

NS is close to finalizing an agreement with the City of Philadelphia and the
Delaware River Port Authority concerning the development of the intermodal yard
at the Navy Yard in Philadelphia (discussed in the settlement agreement NS reached
with the Commonwealth of Pennsylvania and the City of Philadelphia.)”

NS has spent several million dollars on track expansions for new and existing
customers in the Commonwealth.

NS invested $31,000,000 to develop the Rutherford Yard Intermodal Hub in
Harrisburg.

NS will quadruple the switching capacity of Enola Yard outside of Harrisburg,
which will enhance local and system-wide service, as well as create additional local
jobs. The project will cost more than $2,000,000.

NS’ Industrial Development department has assisted in the location and expansion
of more than 25 industries in the Northeast, representing an investment of nearly

17

That same settlement agreement provides for the development of an auto distribution yard.
NS understood that all of the property for the intermodal yard and the auto distribution
yard were to be deeded to NS for its use. The size, configuration and nature of NS’
interest in the facility and the underlying property is different today than NS anticipated, in
large part to accommodate the City of Philadelphia. Given this, the remaining piece of the
parcel originally targeted for the development of an automotive facility may be used for
other rail transportation purposes.
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one billion dollars by NS customers and the expected creation of 1,200 new jobs.
Some of these projects located in the Commonwealth include the location of
Filmtech Corporation, a plastic film manufacturing company in Allentown, PA, and
Schmalbach Lubeca Plastic Containers USA, a plastic bottle manufacturer in
Chapman. The railroad also assisted in the expansion of customers’ facilities, such
as the R.R. Donnelley & Sons Company’s printing house in Lancaster.

e NS’ current and in-process investment in the Commonwealth exceeds $300,000,000
since Split Date - an investment larger than that in any other state in which NS
operates. These expenditures enhance the Commonwealth’s fiber optic network, the
delivery systems for its power plants and the Commonwealth’s infrastructure.
Industrial development and port projects bring additional jobs to the
Commonwealth. NS investments in track improvements and signaling make the
Commonwealth a safer place to live and work.

e NS is exploring with ABCD Corp. suggested possibilities for the economic
redevelopment or the creation of a reload center in the Rose Yard area of Altoona.

e NS will be meeting with the Governor’s Action Team and ABCD Corp. on a
possible rail expansion into the Ardie J. Dillen Industrial Park in Blair County.

Some of these efforts were anticipated in the NS Operating Plan. Some have their genesis in
the NS Operating Plan, but have been implemented in ways more appropriate to the current
and long-term business and operational climate. Others are new initiatives that go far beyond
what NS originally anticipated for the Commonwealth.

Finally, as NS has previously stated, each and every Hollidaysburg agreement
employee will have the opportunity for continued NS employment. The work at the facility is
being transferred for consolidation at smaller shops with existing excess capacity, not
eliminated. Previously negotiated agreements provide for relocation benefits in excess of those
called for in New York Dock. Those agreements also provide for transferring employees
represented by three of the labor organizations (IBB, NCFO and IBEW) to be automatically
certified for New York Dock income protection for up to six years. If negotiated settlements

are reached, NS would be willing to certify employees represented by the other shopcraft
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unions who transfer as a result of the Hollidaysburg transaction. Further, NS is actively
working with state and local officials to develop the Hollidaysburg Car Shops property into an
employment center for the local community. NS has worked and will continue to work with
state and local officials in Pennsylvania to target investments and development efforts that so
far have resulted in the creation of new private sector jobs and development of the

transportation network in the Commonwealth.

ARGUMENT OVERVIEW

Decision No. 186 is founded on the conclusion that NS made representations during the
Conrail proceeding, either expressly or implicitly, that NS intended to operate the Shops for a
significant period of time following Split Date, which apparently extends at least past the
‘planned date of closure. NS will demonstrate why there is no basis for that conclusion.

There is no evidenée in the record of this proceeding — much less substantial evidence -
that NS expressed or implied any agreement, obligation or undertaking to continue operating
the Shops for any period of time after Split Date. Nor is there any sound basis for inferring
such an obligation. On the contrary, NS stated on numerous occasions during the proceeding
that continued operation of any of its facilities would depend on factors that could not be
predicted. This intention is set forth in substantial discovery conducted by some of the very
petitioners in this matter — discovery that was submitted on the record by those petitioners to
the Board.

This same evidence demonstrates that petitioners did not and could not reasonably have

based their support for the transaction on statements by NS implying that it would continue
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operating Hollidaysburg for any specific period after Split Date. In fact, most of the union
petitioners opposed the transaction, vigorously, before Decision No. 89 was issued, and all of
them entered into implementing agreements with NS that expressly recognized there would be
future actions “not now contemplated” that would involve the dismissal, displacement or
rearrangement of employees at NS’ shops. The Commonwealth of Pennsylvania based its
support for the transaction on a written settlement agreement that it negotiated with NS over a
period of months; this agreement, which the Commonwealth itself submitted to the Board,
iﬁcluded a number of specific undertakings by NS, but it made no mention whatsoever of the
Hollidaysburg Shops.

Furthermore, a Board order requiring NS to keep the Hollidaysburg Shops open for
some additional period of time and at some defined level of capacity and employment would
constitute bad policy and would set an extremely unfortunate precedent reaching far beyond
Hollidaysburg. Such an order would necessarily require the Board to enter into day-to-day
management of a railroad - to decide how long and at what capacity and levels of employment
it is reasonable or appropriate to require NS to operate the Shops. Until now, the Board has
consistently and correctly recognized that this is a role for which it is singularly unsuited.
Moreover, because there is nothing unique or materially different about Hollidaysburg, or the
statements NS made about Hollidaysburg, or the action NS now wishes to take there, such a
decision would necessarily require the Board to entertain similar claims by any group of
employees, or any other adversely affected party, whenever NS decides to close a facility that

it previously had indicated, in the Application, an intent to operate.
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Such an order would not only be contrary to all Board precedent, it would also be
inherently arbitrary, requiring railroads to favor certain employees and localities over others
for reasons unrelated to the best interests of the enterprise.

Such an order would also deprive railroads of the flexibility needed to react to changing
conditions, contrary to the Rail Transportation Policy. It would also undermine the labor
implementing agreement process the Board has put in place to resolve the coordination of work
and the handling of employee relocations, and it would subject railroads to unascertainable

standards of conduct, contrary to the Administrative Procedure Act.

L NS NEVER STATED OR IMPLIED AN INTENTION OR AGREED
TO RETAIN AND USE THE HOLLIDAYSBURG SHOPS FOR
ANY SPECIFIC PERIOD OF TIME.

A. The Statements In The Operating Plan And Elsewhere In The
Application Were Good-Faith Expressions Of How NS
Intended To Operate The Shops.

The Application expressed NS’ intention to continue use of the Hollidaysburg shops
after Split Date, to transfer car program work to Hollidaysburg, to close three car repair
facilities (one former Conrail facility and two former NS facilities), and to institute an
expanded insourcing effort in order to sustain the expanded car repair capacity NS would gain
from the Conrail transaction. CSX/NS-20, Vol. 3B at 62 (V.S. of D. Michael Mohan);
CSX/NS-18 at 338 (V.S. of David Goode); CSX/NS-20, Vol. 3B at 287-288 (Operating Plan
discussion of anticipated mechanical facilities) and 320-321 (Operating Plan discussion of
anticipated insourcing).

No statement by NS in the Application or elsewhere on the record expressed or

implied, however, an intention or representation to operate the Shops for any minimum or
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maximum period of time - much less “a significant period of time beyond September 1,
2001.” Decision No. 186 at 1. The only reasonable inference that can be drawn from NS’
statements is that NS believed the Shops would prove useful to it and hoped and expected to
use them, but for no definite period."

That intention is consistent with the very plain statements found in the Joint Verified
Statement of Kenneth R. Peifer and Robert S. Spenski with regard to the employment numbers
in the Labor Exhibit - employment numbers that depended upon execution of the Operating
Plan:

The arrangements described in each Appendix A [the Labor Exhibit] represent
our best projections, based on the current information. However, experience teaches
that additional coordinations and rearrangements and modifications of existing labor
agreements will be necessary as circumstances change, as shipping patterns evolve, and
as each carrier acquires experience in managing its new expanded system. Such
necessary changes, like those explicitly described in the appendices, will undoubtedly
provide greater long-term employment opportunities for our employees, while they give
the carriers the flexibility to meet their customers’ needs.

CSX/NS-20, Vol. 3B at 500; see also id. at 501 (“After the initial implementation of the
transaction, additional changes also may become evident based upon experiences with the
expanded CSX and NS Systems and Shared Assets Areas.”) (both attached hereto as Exhibit
15). In other words, NS stated that it would operate the system consistent with the long-term

health of the enterprise, and this is in the interest of everybody, including the employees and

the public.

8 As we discuss in the following section, NS stated this point expressly in various ways in

discovery during the proceeding.
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B. NS’ Intentions Regarding the Future Disposition of the Shops
Were Clarified Through Extensive Use of the Discovery
Process by Petitioners and Others.

Petitioners and others probed NS’ intentions regarding the future disposition of the
Shops, and all other locomotive and car repair shops and facilities on the expanded NS system,
through a prolonged discovery process in which various unions participated in several
depositions and served on the Applicants approximately 300 interrogatories and document
requests (not including subparts). Throughout this discovery process, NS consistently and
expressly informed parties, including the petitioners here, that NS was not making any
guarantee to operate any shops for any fixed period of time or in perpetuity.
Throughout the discovery process, NS informed the parties that “It’s the intention for
us, Conrail work or otherwise, that if we can coordinate [equipment repair] work more
| efficiently, we certainly want to do that.” Testimony of NS Vice President-Labor Relations
Robert Spenski, Transcript of the Deposition of Robert Spenski and Kenneth Peifer, Sept. 2,
1997, at 86 (Ex. 8 hereto and Joint Pet. Ex. 15) (discussing the possibility of consolidating
work done at two or more facilities to reduce redundant physical capacity). The joint
petitioners cannot disclaim this message - it was delivered in response to a direct question by

counsel for TCU and each of the counsel for the petitioners was there."

¥ Counsel for the Commonwealth of Pennsylvania was present at the deposition representing

the Commonwealth, and counsel for the various union petitioners here was present at the
deposition representing the ARU - a variety of unions some of which are also petitioners
here.
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NS delivered this message several times on the record of this proceeding. In addition

to the very clear statement in the joint verified statement of Messrs. Spenski and Peifer quoted

in Section II.A. above, NS further stated, for example:

“After NS acquires its portion of Conrail, business conditions, revenue and traffic growth,
efficiency of operations and similar factors will be evaluated to determine needs for car and
locomotive shops. No timetable has been set for this determination.”® CSX/NS-84 at 17
(emphasis supplied). See Ex. 7.

“The Operating Plans are best projections, which are not binding on the Applicants. Those
Plans represent their best efforts to project, on the information available, how their
allocated share of Conrail and the Shared Assets Areas will be operated post-STB approval
of the control and related applications. These Plans, however, cannot anticipate all of the
changes that may be necessary to operate Conrail’s assets in an efficient manner. In
addition, as Applicants actually implement their Operating Plans, new and different ways
of operation will become apparent. Applicants will also have to adjust their plans to the
expectations and needs of shippers. Applicants will also have to take into account changes
in shipper demands for their services which may occur between the time of the filing of the
application and when STB approval is obtained. Finally, some changes to implement
efficiencies from combined operations may not become apparent until after CSX and NS
have been operating their allocated share of Conrail assets for some time.”™ CSX/NS-44
at 11-12. See Ex. 6.

“Applicants have not determined whether any other locomotive or car shops or facilities,
other than the ones specified in the Operating Plan, will be closed.”** See Ex. 5, CSX/NS-
69 at 12; Ex. 6, CSX/NS-44 at 78.

20
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Response to part (a) of ARU Interrogatory No. 180, which asked: “NS has stated that it
has not determined whether it will close any locomotive or car repair shops or facilities on
the present NS or combined NS/Conrail other than those identified in its operating plan. a.
When does NS expect to make that determination? b. In the absence of such a
determination, why should the STB be expected to rely on the labor impact exhibit as an
accurate representation of the effect that this Transaction will have on shop craft
employees?” The NS response to part (b) of that interrogatory was: “b. See response to
Interrogatory No. 10.” The referenced response to Interrogatory No. 10 is reproduced in
the text.

ARU Interrogatory No. 10 asked, “whether the Applicants consider themselves bound by
the Operating Plans . . . if the STB approves the Application.”

In response to ARU Interrogatory No. 151, which sought to identify future closings of
shops on the then-Conrail system, NS referred back to its response to another ARU
Interrogatory, No. 127, which is quoted in the text.
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e “I think you’ll find [efficient equipment repair] as a classic example where you may have
two or more facilities doing the same kind of work and you coordinate the work in one
facility so that you don’t have three facilities, for example, each working first shift with
triple equipment and physical plant and you coordinate into one facility . . . where you can
use two shifts or three shifts and use the same equipment.” Testimony of Robert Spenski,
Transcript of Deposition of Robert Spenski and Kenneth Peifer, Sept. 2, 1997, at 85-86
(Ex. 8).

e “Full implementation of the transition to an expanded NS system will require flexibility
throughout the process. This [Safety Integration] plan must and will change to address new
information and changing circumstances. NS understands that this is a dynamic process
which requires plans backed by contingency plans capable of meeting and safely addressing
the changing business environment. * * * Accordingly, as more information is developed,
both before and after Control Date, many of the safety plans set forth herein will require
modification.” NS Safety Integration Plan, dated December 3, 1997, at 11 (which plan
included discussions of the number and location of particular car repair shops). See Ex. 21

The foregoing statements by NS on the record of this proceeding show that the
statements in NS’ Operating Plan and elsewhere regarding Hollidaysburg and other facilities
were statements of NS’ good-faith expectation at the time about how it would operate following
Split Date. They further show that whether and for how long NS would continue using
particular facilities would depend entirely on future circumstances that could not be predicted
with any degree of certainty.

Petitioners cannot deny, of course, that NS said these things on the record of this
proceeding. In fact, counsel for the union petitioners drafted the interrogatories, propounded
the deposition questions and filed various NS interrogatory responses and deposition excerpts
with the Board. See ARU-25, Vol. III, filed October 21, 1997. Counsel for the petitioners
were actively involved in the discovery process, a formal and integral part of the proceeding,

and indeed used that process specifically to probe the statements in the NS Operating Plans and

labor exhibits about car repair shops and other facilities. In response to all such questions, NS
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repeatedly stated that the future of all of its facilities would depend upon business, operational
and economic developments.

There also is no support for petitioners’ argument, in their Response, that they
“assume[d]” that NS’ answers in response to interrogatories inquiring as to “all locomotive or
car repair shops and facilities” were addressed to shops other than Hollidaysburg. Response at
16. The interrogatories — drafted by the union petitioners’ own counsel - by their plain terms
encompassed all of the shops on the combined N'S/Conrail system other than those the
Operating Plan specifically identified for expected closure, and so did NS’ responses. For
petitioners to argue that they did not think this included Hollidaysburg is absurd.

C. None of the Extra-Record Statements Cited by the Petitioners

Demonstrates An NS Intention to Keep the Shops Open

Without Regard to Business, Economic or Operating
Conditions.

Petitioners have referred to various statements made in venues other than the record of
this proceeding, by NS officials, third parties and the news media, and the Board has
referenced others in Decision No. 186.

The key fact about all of the cited extra-record statements by NS officials is that they
are fully consistent with and add nothing to the statements NS made about Hollidaysburg in the
Application and elsewhere on the record: that NS believed the Shops would prove useful and
expected to use them after Split Date. None of them stated or implied an intent or commitment
that NS would operate the Shops regardless of business, economic and operating conditions.

All of the other cited statements were made by various third parties and the news
media. Some were made before the Transaction Agreement was entered into and were made

not with respect to the joint CSX/NS/Conrail transaction considered in Finance Docket No.
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33388, but with respect to an earlier, different contemplated transaction in which NS would
have acquired all of Conrail. Some were made after July 23, 1989, when Decision No. 89 was
served. None could possibly have constituted a representation by NS on which the Board or
anyone else could have relied in rendering its decision or formulating its position in the Conrail
proceeding.”

Furthermore, all of these cited statements were made outside the record in this
proceeding leading up to Decision No. 89. Accordingly, none of them is an appropriate basis
for concluding that NS breached the representation condition in Decision No. 89. In Decision
No. 124 in this case (served May 20, 1999), the Board held that the representation condition
applies only to “those representations that were made to us on the record,” and it held that a
certain letter by a CSX official that was never submitted to the Board or made part of the
record “is not subject to our condition.” Decision No. 124, slip op. at 7-8.

There are compelling reasons, which the Board has recognized, for disregarding extra-
record statements as a basis for imposing legal obligations related to the proceeding on a party.
First, the Administrative Procedure Act, 5 U.S.C. § 706, requires the Board’s decisions to be
based on “substantial evidence,” which must be evidence in the administrative record itself.
See, e.g., James Madison Ltd. by Hecht v. Ludwig, 82 F.3d 1085, 1095 (D.C. Cir. 1996),
cert. denied, 519 U.S. 1077 (1997). This requirement ensures :’that all parties to a proceeding

will have a full and fair opportunity to examine and contest the evidence on which the Board

3 For the convenience of the Board, Exhibit 1 to this submission identifies all of the statements
in Decision No. 186, the Joint Petition and the Response that cite statements about the
Hollidaysburg Shops made by NS, NS officials and other persons in support of the
contention that NS made representations during the Conrail proceeding that would be
violated if NS closed the Shops on September 1 (now October 1), 2001.
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makes its decisions and ensures that the reviewing court will have a meaningful framework by
which to review the decision.* It also ensures that pmies will be able to know what
statements will and will not have legally binding significance, and further facilitates the ability
of parties to make binding settlements.”> Moreover, as the Board noted in Decision No. 124,
“[w]hen representations are not made on the record, there is no opportunity for us, with the
assistance of the parties, to iron out any ambiguities they may involve before we reach a final

»

decision on what conditions to impose.” Decision No. 124, slip op. at 8.

These considerations are particularly pertinent to the extra-record materials cited in the
response. Some most heavily relied on by petitioners consist of edited news media coverage of
Split Date speeches and snippets of interviews with third parties. As we have noted, many of
them occurred long after the Board’s Decision No. 89 was served, and others occurred before
the Transaction Agreement - the subject of the proceeding — was ever signed. If statements of
this kind can be used by parties as a basis for asserting binding legal obligations, the result will

create enormous uncertainties and have a significant chilling effect on all public

communications by railroad officials.

#  Thus, when several of the union petitioners asked NS in discovery whether, and if so,

when, NS would close any facilities other than those specifically identified for closure in
the Application, NS answered that there was no timetable for that determination and that
the future needs for car and locomotive repair shops would depend on future business
conditions, revenue and traffic growth, operational efficiency, and other factors. See Ex. 7
(NS’ response to ARU Interrogatory No. 180).

»  This point is especially pertinent to the written settlement NS reached with the

Commonwealth of Pennsylvania, discussed in Part II, below, which did not include any
reference whatsoever to the Hollidaysburg Car Shops.
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II. THERE IS NO BASIS IN THE RECORD TO SUPPORT A CLAIM
THAT ANY PETITIONER REASONABLY RELIED, IN TAKING
A POSITION ON THE TRANSACTION, ON EITHER EXPLICIT
OR IMPLICIT GUARANTEES ABOUT THE DURATION OF N§’
OPERATION OF THE SHOPS.

Quite apart from the foregoing, there is clear and convincing evidence in the record that
neither the union petitioners nor the Commonwealth of Pennsylvania relied or could reasonably
have relied - when forming their positions regarding the Conrail control transaction — on any
representation by NS regarding the duration of its operation of the Hollidaysburg Shops after
Split Date.

First, as explained above, NS stated unequivocally and repeatedly that what the future
held for each of its shops would depend upon how events and circumstances unfolded over
time. Moreover, the facts demonstrate conclusively that the various petitioners here did not, in
fact, rely on any representations concerning Hollidaysburg as a basis for supporting the
transaction.

Five of the seven unions supporting the Joint Petition — IAM, TCU, TWU, SMWIA
and IBEW (the last three as members of the so-called “Allied Rail Unions™) - cannot claim to
have relied on any supposed representations about Hollidaysburg in supporting the transaction
because they did not support the transaction at all; they opposed it throughout the proceeding.

See Decision No. 89 at 341, 343, and 344.%

2 IBEW reversed its position after service of Decision No. 89: “In light of the position of

NS, CSXT, and Conrail regarding the issues of New York Dock protection and the
certification of employees, IBEW will support the NS/CSXT control of Conrail.” Side
Letter No. 26, dated August 3, 1998 (appended to Ex. 11 hereto).
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Additionally, although the other two union petitioners, NCFO and IBB, withdrew from
ARU and withdrew their opposition to the transaction during the proceeding, those unions
stated on the record their reasons for doing so, and neither referred to reliance on supposed
representations about Hollidaysburg. In each case, the union explained that it was withdrawing
from ARU and withdrawing its opposition to the transaction because it had reached a voluntary
implementing agreement with the Applicants. See Exs. 16 and 17 hereto. Those implementing
agreements expressly provide for “[fluture coordinations of work, services or operations, in
whole or in part, not now contemplated or specified in Section 1, which involve the dismissal
or displacement of any employee(s) or rearrangement of forces” upon 30 days’ written notice.
E.g.,Ex. 12,p. 6.7

The record of this proceeding also demonstrates that, despite its present post hoc
assertions to the contrary, the Commonwealth of Pennsylvania did not support the transaction
in consideration of any supposed representations about Hollidaysburg. The Commonwealth’s
own evidence submitted in the proceeding establishes that fact.

The Board in Decision No. 186 cites a submission filed by the Commonwealth on
October 21, 1997, designated PA-8. There, the Commonwealth says that it “expect[s] the
Applicants to adhere to all commitments made in the Control Application,” PA-8 at 4, and
attaches what the Commonwealth describes as a “partial list” of NS and CSX “commitments.”

One of the listed “commitments” is to “invest in Hollidaysburg car repair shop ($4 million

*’ The NCFO’s implementing agreement is quoted. The IBB agreement contains a nearly

identical provision. See Ex. 10 at 6. All the unions’ negotiated implementing agreements
expressly contemplate future coordinations not then specified. See Exs 9-15.
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capital improvement).” This is also alluded to in the text. See PA-8 at 4 (referring to
“important expansions of Conrail’s . . . Hollidaysburg car repair shop.”)

The critical point about PA-8 is that it does not comprise the settlement agreement
between NS and the Commonwealth. As PA-8 correctly notes, during the proceeding there
were negotiations between NS and the Commonwealth over a period of months, and those
negotiations did in fact ultimately result in a written settlement agreement in which the
Commonwealth agreed to support the transaction in exchange for a number of specific
undertakings on NS’ part. The specified undertakings, however, are not the laundry list of
supposed “commitments” set out in PA-8. Rather, they are set forth in a letter from NS
Chairman and CEO David Goode to Pennsylvania Governor Thomas Ridge and Philadelphia
Mayor Edward Rendell dated October 21, 1997 (the same day PA-8 was filed). Ina
subsequent submission by the Commonwealth, the Governor of Pennsylvania, and the
Pennsylvania Department of Transportation dated February 23, 1998 and designated PA-10,
those Pennsylvania parties submitted for the record Chairman Goode’s October 21, 1997 letter,
which the Pennsylvania parties acknowledge and describe as the “letter agreement” between
Pennsylvania and NS. See Ex. 19.% That letter agreement describes a number of NS
obligations and intentions under a variety of headings such as “Economic Development,”
“Jobs,” “Capital Expenditures,” “Passenger Rail” and “Corporate Citizenship.” In exchange,

the letter agreement further provides that on or before October 21, 1997 the Commonwealth

2 PA-10 also included a letter agreement with CSX; that letter agreement is omitted from

Exhibit 19.
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(and the City of Philadelphia) “will file written statements of support for the Conrail
Acquisition with the STB.” Id.

Significantly, however, the letter agreement does not contain any provisions or
representations by NS regarding the Hollidaysburg Shops. Seeid. The Commonwealth’s own
PA-10 submission demonstrates that keeping Hollidaysburg open for some period of time
(whether definite or indefinite) was not part of the arms-length bargain struck between NS and
the Commonwealth. The Commonwealth cannot now claim that it “relied” on the list of
supposed “commitments” it unilaterally compiled in PA-8, which sweeps more broadly than
the document the Commonwealth later admits is the actual “letter agreement” between the
parties.”

Decision No. 186 also quotes from the oral argument by Congressman Bud Shuster.
See Decision No. 186 at 6. That testimony, however, does not demonstrate that Congressman
Shuster understood or relied upon any understanding that NS had explicitly or implicitly
guaranteed to keep the Shops open, or operating at any particular employment level, beyond
the date now contemplated for closure. Congressman Shuster did note that he was “pleased”
that the NS Operating Plan “includes a continued and expanded role” for the Hollidaysburg
Shops. Ex. 20 (June 3, 1998 Oral Arg. Tr.) at 27. Congressman Shuster also recognized,

however, that the transaction likely would produce employment uncertainties, and he noted

¥ In addition to the basic point that PA-8 did not constitute or reflect the settlement

agreement between NS and the Commonwealth, we would also note that PA-8 does not
refer to or rely upon any supposed representation or commitment as to how long NS would
operate the Shops. It refers only to the $4 million capital project contemplated for the
Shops in the NS Operating Plan. That project, the Board has said, is not at issue here. See
Decision No. 186 at 8, n. 25.
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with approval the “well-established” procedure for handling those issues through the
implementing agreement process: “Any change in corporate control inevitably produces some
uncertainties that affect the employees. But I am confident that both the carriers and the
unions can work out any differences in the context of well-established procedures for
implementing the transaction, once approved by the STB.” Id. NS and the various unions
representing Hollidaysburg employees did so, of course, with the result that each reached an
implementing agreement that expressly recognizes that there will be “future coordinations” not
specifically contemplated at the time that will result in the dismissal or displacement of

employees. See Exs. 8-15.

III. ORDERING THE SHOPS TO REMAIN OPEN WOULD SUBVERT
THE ESTABLISHED PROCESS FOR RESOLVING LABOR
MATTERS IN RAILROAD ACQUISITIONS

The unions are seeking to obtain by Board decree a benefit to which they are not
entitled under either the New York Dock conditions or their voluntarily negotiated
implementing agreements. The protective conditions contemplate that work will be relocated
by merged carriers and that employees may have to transfer with the work in order to remain
eligible for monetary benefits, which include relocation allowances and certain wage
protections for up to six years. The protective conditions also require that before taking action
that may result in the displacement or dismissal of employees or the rearrangement of work
forces, carriers must negotiate (or, if necessary, arbitrate) implementing agreements with their
employees’ representatives. Here, NS did negotiate voluntary implementing agreements with
the unions representing the employees who will be affected by the Hollidaysburg closure.

Every one of those agreements explicitly reflects the understanding of the parties that there
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would be “future coordinations of work, services or operations, in whole or in part, not now
contemplated” that could result in relocations of employees. The agreements establish a
process for carrying out future coordinations and provide for relocation benefits in excess of
those required under New York Dock.

The unions do not want the employees they represent to have to relocate, which is a
consequence of transferring work from the Hollidaysburg Shops. When one of the unions
sought comparable relief in the main control proceeding, the Board denied it.*® In asking the
Board now to stop this transfer of work altogether, the unions are again pursuing a benefit that
not only is not provided in the protective conditions and the negotiated implementing
agreements, but also is contradicted by the premise of the conditions and agreements that such
transfers will occur. If the Board were to take the action the unions request, the effect
inevitably would be to subvert the established process that strongly favors the voluntary
negotiation of agreements to cover such matters as transfers of work and procedures for the

relocation of employees. Carriers will, in the future, have reduced incentive to negotiate

3% The Transportation-Communications International Union (“TCU”), one of the unions here,
asked that the Board provide that employees whose work is transferred as a result of the
transaction would not be compelled to follow that work without being offered the
alternative of receiving instead a separation allowance (which, under the protective
conditions, is only available to “dismissed employees”). See Decision No. 89 at 345. The
Board rejected this request, noting that TCU had not demonstrated that “the basic
protections” of New York Dock “should be altered so that an employee does not have to
accept a job that requires him or her to move, or else forfeit the monetary payments.” Id.
at 128. The Board also noted that permitting rail carriers to move employees in order to
achieve the benefits of the transaction in exchange for providing income protection and
other benefits was “[a] basic part of the bargain embodied in the Washington Job
Protection Agreement upon which the New York Dock conditions are based.” Id.
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implementing agreements that include, as do those in this case, concessions that are not
provided by New York Dock itself.

Actions taken since Split Date as part of the integration of NS’ portion of Conrail have
resulted in the relocation of the places of employment of more than 1,000 NS and Conrail
agreement employees. All of these relocations have been governed by the parties’
implementing agreements. The planned closing of the Hollidaysburg Shops and the attendant
relocation of employees are not materially different from the other actions that have resulted in
employee relocations -- unless, that is, the Board prohibits NS from closing the Shops, in
which case the employees there will have received very different treatment, neither provided

by law nor bargained for.

IV. AN ORDER TO KEEP THE SHOPS OPEN WOULD PLACE THE
BOARD IN THE UNPRECEDENTED AND UNWARRANTED
POSITION OF MICRO-MANAGING A RAILROAD ENTERPRISE

A Board order requiring NS to keep the Hollidaysburg Shops open for some period of
time after October 1, 2001 would not only be unsupported by any evidence of record in this
proceeding; it would also be bad policy and would establish an extremely unfortunate
precedent reaching far beyond Hollidaysburg — a precedent with the gravest implications for
NS and all other railroads involved in consolidations. Such a decision would do so because,
contrary to all previous Board precedent, it would necessarily require the Board to involve

itself in the details of managing the day-to-day operations of a railroad enterprise.
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A. Such An Order Would Require the Board to Assume An
Unprecedented Management Role.

A decision by the Board requiring NS to operate the Shops for some period of time
beyond October 1, 2001 would necessarily require the Board, not NS, to decide how long it is
reasonable, or appropriate, to continue operating the Shops and at what capacity. Decision
No. 186 indicates that the Board is considering “requir[ing] NS to keep the shops open at least
at present capacity for a significant period of time beyond September 1, 2001,” but such an
order would necessarily require the Board, not NS, to decide how long a period is
“significant.” Deciding how long, and at what capacity, to operate particular facilities (or, in
the case of car shops, what mix of several system-wide facilities, the mix and size of the
relevant car fleet, current and future plans for program maintenance for that car fleet, and the
proper trade-off of program maintenance vs. future car retirement and new car acquisition) is
the very essence of the business of managing a railroad enterprise. These are difficult
decisions that railroad managers make continuously, based on a host of business, economic and
operational considerations. The Board has consistently recognized itself to be unsuited for
that role. In the UP/SP oversight proceeding, for example, the Board noted that “government
cannot operate private businesses as well as private businesses themselves.” STB Service

Order No. 1518, Joint Petition for Service Order, Decision served February 17, 1998 at 23

' Earlier in that proceeding the Board said: “[G]iven our view that we cannot run railroads

as well as railroads can run themselves, we have promoted an environment in which
railroads can provide improved service without seeking to micromanage railroad operations
ourselves.” Supplemental Order No. 1 to STB Service Order No. 1518, served December
15, 1997 at 1.
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For these reasons, the question the Board poses at p. 7 of Decision No. 186 — whether
“the shops can be operated profitably under any scenario” — is, with all respect to the Board,
not the correct inquiry for the Board. Although it was necessary for NS’ witness, Mr. Belvin,
to develop a stand-alone profit and loss statement for the Shops for the purpose of
demonstrating that petitioners’ assertions about the Shops’ profitability are not true (as
discussed in the Statement of Facts), the fact of the matter is that facility rationalization
decisions cannot be made, and must not be made, in an environment divorced from
considerations of their impact across the system. For example, if the Board were to order
Hollidaysburg to remain open “at present capacity” in the face of uncontroverted evidence of
excess capacity and financial losses, the issues that it would be necessary for the Board to
consider ’and decide would include, at a minimum, how the Board would:

L Identify_other facilities on the NS system that should be idled or shut down in order
to protect Hollidaysburg;

¢ Identify employees elsewhere on the NS system to be relocated instead of those at
Hollidaysburg;

e Identify the communities to suffer employment losses to compensate for keeping
Hollidaysburg open;

e Assess the kinds and quantity of work done elsewhere on the NS system that should
or could be moved to Hollidaysburg;

e Undertake to analyze and project and plan for NS’ maintenance and repair needs
into the future;

e Determine staffing levels necessary to accomplish that work;
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e Assess the impact on the operation of NS’ system that would result from physically
reallocating car repair capabilities and capacity; and

e Decide what additional proceedings to initiate when complaints are raised by other
communities and employees affected by relocations made necessary as a result of keeping
Hollidaysburg open.

B. Such An Order Would Establish An Extraordinary and Far
Reaching Precedent.

Furthermore, issuing a decision requiring NS to operate the Hollidaysburg Shops at
some specified capacity for some period beyond October 1, 2001 would necessarily create a
precedent reaching far beyond Hollidaysburg. Contrary to the efforts of petitioners to suggest
otherwise, there is nothing unique about Hollidaysburg’s situation or about the statements in
the Application and NS’ Operating Plan about that particular facility. The Board also seems to
have assumed, incorrectly, that NS’ statements about Hollidaysburg were somehow different,
when it said: “We agree as a general matter with much of what NS says, but we thmk that, in
the present circumstances, the customary flexibility that we accord the projections of merger
applicants must give way to the representations by NS to keep the Hollidaysburg Car Shops
open and operating - statements upon which people clearly relied in formulating positions of
support for the Conrail transaction.” Decision No. 186 at 7.

We have shown in the previous section that there is nothing in the record upon which
parties reasonably could have relied as representing an explicit or implicit guarantee by NS that
the Shops would remain open for any particular period of time, much less specifically beyond

October 1, 2001. In addition, we have demonstrated that the conduct of the unions and the
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Commonwealth belies any reliance by them on any supposed statements by NS of an intention
to operate the Shops for any specific period.

The Board is also mistaken in assuming that what NS said about Hollidaysburg was
materially different from statements made by NS and CSX about all the other facilities and
lines that Applicants intended to operate on Split Date. With respect to car repair shops, the
Joint Petition relies heavily on the statements in the Application regarding NS’ intention to
operate Hollidaysburg after Split Date (see Joint Petition at 6-9), but the very same pages cited
by the Joint Petition also discuss, repeatedly, NS’ intention to use other shops as well,
including NS’ century old shops at Roanoke, VA, which NS recently idled. See CSX/NS-18 at
338 (V.S. of David Goode), CSX/NS-20, Vol. 3B at 62-63 (V.S. of Michael Mohan) and 287-
288, all cited in the Joint Petition at 6-9.

Beyond car repair shops, the Application described literally hundreds of specific
facilities and lines that NS and CSX stated their intention to operate and, in many cases, to
construct or expand after Split Date. See, e.g., CSX/NS-20 at 69-288. Many of these were
yards, terminal facilities and other rail facilities employing substantial numbers of employees.
Id. at 186-221. The Application also described numerous track upgrades and new
constructions NS and CSX expected to make, including, for example, new track connections in
Buffalo, NY designed “[t]o permit efficient movement from NS Cleveland mainline to Conrail

Buffalo line or Conrail Southern Tier avoiding CP-Draw.” Id. at 284. The statements in the
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Application about Hollidaysburg are not materially different from the statements about any of
these other facilities.”

Accordingly, because there is nothing unique about the statements made and actions
taken with respect to Hollidaysburg, granting the relief sought by the Joint Petition would
necessarily require the Board to entertain similar claims by any other group of employees, or
any other adversely affected party whenever NS or CSX decide to close a facility that they had
indicated, in the Application, an intent to operate. And it would require the Board similarly to
determine whether those decisions were justified.

C. Such An Order Would Be Contrary to All Board Precedent.

Such a decision would also be squarely at odds with the Board’s precedents. As we
noted in NS-79, the Board’s decisions have consistently held that statements by applicants in
railroad consolidétion cases about how they expect to operate the consolidated system -after
approval do not and cannot establish binding commitments from which the applicants cannot

deviate after the transaction is approved. For example, in its decision on the first round of

2 Nor could there be any reasonable basis for the Board to rely on statements outside the

record of this proceeding to conclude that NS’ statements about Hollidaysburg were
materially different from its statements about other facilities it intended to use. As
discussed in the previous section and in Exhibit 1, none of the statements by NS officials
cited by the petitioners or in Decision No. 186 did any more than express the same
intention to use Hollidaysburg after Split Date reflected in the Application. They neither
stated nor implied any undertaking to operate the Shops for any period of time after Split
Date. Furthermore, as noted earlier, the Board has quite correctly ruled in this case, in
Decision No. 124 (served May 20, 1999) that the catch-all condition of Decision No. 89 on
which petitioners here rely applies only to “those representations that were made to us on
the record.” Decision No. 124 at 7-8. This ruling reflects the requirement of the
Administrative Procedure Act, 5 U.S.C. § 706, that the Board’s decisions be based on
substantial evidence in the administrative record itself.
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general oversight in this proceeding, the Board specifically distinguished between settlement
agreements and supposed “representations” in the NS and CSX operating plans:

Although MDOT notes that many of the items that were included in its 1997
settlement agreements with CSX and NS have not yet been addressed, it expects that
these commitments will be implemented as agreed. MDOT understands correctly that
we will monitor implementation and other transactional impacts for 5 years, and will
order remedial action as appropriate. MDOT, however, is not correct in its assessment
that the operating plans filed by CSX and NS were “commitments” to achieve proposed
service and infrastructure improvements within 3 years after the implementation date
that must be enforced without variation. The plans cited by MDOT (CSX’s plan to
implement intermodal service between Baltimore and Detroit, Indianapolis, Cleveland,
Columbus, and St. Louis; and NS’ plan to develop regular high cube intermodal and
domestic double stack train service between the Baltimore area and Chicago and other
Midwest areas) are applicants’ best projections regarding what traffic they can
profitably serve. Those operating plans do not provide a basis in and of themselves for
relief at this time. -

Decision No. 5 in Finance Docket No. 33388 (Sub-No. 91) (served February 2, 2001) at 24-
25. Similarly, in the Buffalo Area Infrastructure proceeding in this case, the Board rejected
the claim of the Erie-Niagara Rail Steering Committee that the Board should hold NS to the
alleged “representations” in its Operating Plan, cited earlier, that it would construct certain
track connections in Buffalo by requiring NS to spend an equivalent amount on other capital
improvements designed to relieve congestion in Buffalo. The Board denied the request, stating:
Although we exempted NS’ construction proposals at Blasdell and Gardenville Junction,
these exemptions . . . are permissive. We did not make those construction proposals
conditions to our approval of the Conrail transaction. ENRSC has cited no Board or
other precedent for its novel request that NS be forced to spend a comparable amount
as it originally projected for those constructions.
Decision in Finance Docket No. 33388 (Sub-No. 93) (served Feb. 2, 2001), at 6. For other
decisions holding that statements in applications reflecting the applicants’ intentions about what

lines and facilities they intend to operate, construct, expand, etc., do not establish legally

binding commitments, see Decision No. 96 in Finance Docket No. 33388 (served October 19,
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1998) at 22; and Urnion Pacific Corp. et al. - Control and Merger — Southern Pacific Rail
Corp. et al., Finance Docket No. 32760 (Sub-No. 21) (“UP/SP”), Decision No. 16 (served
December 15, 2000) at 13.%

There is no basis for reaching a different result in this case. In their Response,
petitioners made a strained attempt to distinguish these decisions on the basis of factual
differences, but the differences cited are not material. The decisions establish the principle
that statements in control applications regarding the applicants’ plans for operating the
consolidated systems do not establish rigid obligations that the railroads are legally bound to
follow after approval of the application. That principle is directly pertinent here, and
petitioners have not cited a single decision departing from it or otherwise supporting the relief
they request.

D. Such An Order Would Represent Bad Public Policy.

A decision requiring NS to operate Hollidaysburg for some period after October 1,
2001 would not only establish a precedent reaching far beyond Hollidaysburg, as we have
shown; it would also represent extremely bad public policy. It would be bad policy not only

because it would require the Board to assume an unwarranted management role, discussed

33 Petitioners assert that “[t]he Board’s oversight decision relating to the Union Pacific-

Southern Pacific transaction is inapposite because the Board’s decision regarding the
transaction did not contain a specific order expressly binding the applicants to
representations they made in connection with the STB proceedings, as was done in the
CSX/NS--Conrail transaction.” Response at 29. To the contrary, the Board did expressly
state, in the imperative, that applicants UP and SP “must adhere to all of their
representations” made “during the course of this proceeding.” See Union Pacific Corp. -
Control and Merger — Southern Pacific Transportation Company, Finance Docket No.
32760 (hereafter “UP/SP”), Decision No. 44 (served August 12, 1996) slip op. at 12, n.
14 (emphasis supplied).
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earlier, but also for following reasons: it would be inherently arbitrary and capricious; it would
deprive railroads of the flexibility to react to changing conditions, contrary to the Rail
Transportation Policy; it would completely undermine the implementing agreement process the
Board put in place to resolve the handling of relocations of employees; and it would subject
railroads to unascertainable, and therefore arbitrary, standards of conduct.

Such a decision would be inherently arbitrary because privately-owned railroads must
operate efficiently in order to provide the best possible service to their customers and,
ultimately, to stay in business. Consequently, forcing a railroad to continue operating one
facility against its best business judgment will necessarily have fipple effects elsewhere on the
system. The railroad will either have to operate inefficiently (to the detriment of its customers
and the public) or take other actions. The effect of a Board decision forcing NS to continue
operating Hollidaysburg for some period and at some employment level dictated by the Board
would be simply to favor one group of employees and one locality over other employees,
localities and railroad customers, and thus would be inherently arbitrary and capricious.

Such a decision would also deprive railroads of the operating flexibility they critically
need to respond to changing business and operating conditions. If statements in control
applications describing the applicants” expectations about how they intend to operate after
approval are elevated to rigid and binding obligations to continue operating in that fashion until
the Board decides a “significant” period of time has elapsed, control applications would
become straightjackets and blueprints for business failure. Such a result would conflict
squarely with the Rail Transportation Policy’s directives that the Board should regulate the

railroad industry “to promote a safe and efficient rail transportation system by allowing rail
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carriers to earn adequate revenues;” “to ensure the development and continuation of a sound
rail transportation system with effective competition among rail carriers and with other modes,
to meet the needs of the public and the national defense;” and “to foster sound economic
conditions in transportation and to ensure effective competition and coordination between rail
carriers and other modes.” 49 U.S.C. § 10101(3), (4) and (5).

Finally, issuing a decision of the kind suggested by Decision No. 186 would leave NS
(and CSX as well) subject to vague and unascertainable standards of conduct in contravention
of basic requirements of administrative law. Decision No. 186 noted NS’ contention that the
Board has never treated applicants’ statements about how they intend to operate the
consolidated system as inflexible commitments from which applicants could not deviate, and
that to do so would be “a certain recipe for business failure.” Decision No. 186 at 6. The
Board then said: “We agree as a general matter with much of what NS says, but we think that,
in the present circumstances, the customary flexibility that we accord the projections of merger
applicants must give way to the representations by NS to keep the Hollidaysburg Car Shops
open and operating -- statements upon which people clearly relied in formulating positions of
support for the Conrail transaction.” Id.

Any decision based on this view would leave NS and CSX completely at sea as to what
future actions will be permissible (that is, will be accorded “the customary flexibility™) and
what will not (that is, “must give way”). Because any party could claim that it relied on any
statement in the applicants’ operating plans (and/or off-the-record comments of the applicants
or third parties), the railroads would have no way of knowing in advance (whether or not such

claims were ultimately upheld) from which of those statements the Board will or will not
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permit them to deviate.* Moreover, any Board order requiring an applicant to continue
operating a facility for a “significant” period of time would compound the uncertainty, since
the applicant would also have no way of knowing how long it must maintain a costly and
inefficient facility, or what plans to make for other facilities (and the employees working at
those facilities) elsewhere on its system. Rational and predicable business planning would be
made extremely difficult, if not impossible.

For an agency to subject regulated entities to vague and unascertainable standards of
conduct would contravene basic principles of administrative law. As the court stated in
Pearson v. Shalala, 164 F.3d 650, 660-661 (D.C. Cir. 1999): “[I]t must be possible for the

”

regulated class to perceive the principles which are guiding agency action.” See also, e.g.,
Port Terminal Railroad Association v. United States, 551 F.2d 1336, 1343 (5" Cir. 1977).

Any order of the kind suggested by Decision No. 186 would not meet that requirement.

V. NS’ DECISION TO CLOSE THE SHOPS IS JUSTIFIED ON THE
MERITS.

As discussed in the foregoing sections, NS submits that it is not appropriate for the
Board to decide issues pertaining to the economic utility, necessary staffing level, and
appropriate utilization of the Hollidaysburg Shops or any other specific individual rail facility.

Those decisions require consideration of a multitude of economic, market, financial and

*  As we discussed earlier, no party in this case could reasonably contend that it supported the

transaction based on statements by NS, express or implied, that NS would continue
operating the Shops for a “significant period of time beyond September 1, 2001.” If
claims of such reliance were credited in this case, however, similar claims would be no less
credible in other cases.
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operational issues, each with system-wide and company-wide ramifications, which the Board is
not in the best position to assess.

Decision No. 186, however, suggests that the business and economic merits of the
decision are relevant issues for the Board to review, and the Joint Petition certainly takes the
same position, contending, among other things, that the Shops have operated at a profit, that
they have enough business to keep them busy until the end of 2001, and that NS had received
assurances for projects sufficient to keep the Shops busy into 2002. Joint Pet. at 12, 18-19.

As we have noted, Mr. Veron and Mr. Belvin refuted the claims of petitioners’
witnesses, and petitioners’ Response failed utterly to rebut their showings. The facts set forth
in the Statement of Facts and in the attached verified statements of Mr. Veron and Mr. Belvin
show that there is no record evidence or other reasonable basis to support the Joint Petition’s

contentions or to question the business and economic merits of the decision to close the Shops.

CONCLUSION
For the reasons stated here and in NS-79 and NS-81, NS submits that the order
contemplated in Decision No. 186 should not be issued. NS further respectfully requests that,

consistent with the negotiated implementing agreements, uniform Board precedent and sound
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public policy, the Board refrain from directing in any manner NS’ disposition of the

Hollidaysburg Shops.
Respectfully submitted,
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Henry D. Light Scott M. Zimmerman
Joseph C. Dimino ZUCKERT, SCOUTIT &
George A. Aspatore RASENBERGER, LLP
Jeffrey H. Burton v 888 Seventeenth Street, NW
John V. Edwards Suite 600
NORFOLK SOUTHERN Washington, D.C. 20006
CORPORATION (202) 298-8660
Three Commercial Place
Norfolk, Virginia 23510-2191 Jeffrey S. Berlin
(757) 629-2838 SIDLEY AUSTIN BROWN & WOOD

1722 Eye Street, N.-W.
Washington, D.C. 20006
(202) 736-8000

Attorneys for Norfolk Southern Corporation

and Norfolk Southern Railway Company

June 25, 2001

44



CERTIFICATE OF SERVICE

I hereby certify that on June 25, 2001, a true copy of NS-84 was served by hand
delivery upon the following:

Richard S. Edelman

O’Donnell, Schwartz & Anderson, P.C.
1900 L Street, N.W.

Suite 707

Washington, D.C. 20036

Scott N. Stone

Patton Boggs, LLP

2550 M Street, N.W.
Washington, D.C. 20037

I further certify that a copy of NS-84 has been served, by first class U.S. mail, postage

prepaid, or by more expeditious means, on all other parties of record in Finance Docket No.
33388 on June 25, 2001, or will be so served on June 26, 2001.

S Vel

Richard A. Allen




Exhibit 1

Exhibit 2

Exhibit 3

Exhibit 4

Exhibit 5

Exhibit 6

Exhibit 7

Exhibit 8

Exhibit 9

Exhibit 10

EXHIBIT LIST

Analysis Of “Representations” Referenced In Decision No. 186, The Joint
Petition, And Petitioners’ Response.

Verified Statement of David L. Veron.
Verified Statement of Robert H. Belvin.

Philadelphia Inquirer Article, June 21, 2001 regarding $240 million
shipbuilding contract for Kvaerner Shipping Co.’s Philadelphia Shipyard.

CSX/NS-69, “Applicants’ Responses To Allied Rail Unions’ Second Set
Of Interrogatories To Applicants (ARU-11),” pp. 1, 5-6, 12, 18-19.

CSX/NS-44, “Applicants’ Responses To Allied Rail Unions’ First Set Of
Interrogatories To Applicants (ARU-7),” pp. 1, 11-12, 78, 80-81, 86-87.

CSX/NS-84, “Applicants’ Responses To Allied Rail Unions” Third Set
Of Interrogatories To Applicants (ARU-16),” pp. 1, 17, 31-32.

Transcript of the Deposition of Robert Spenski and Kenneth Peifer,
September 2, 1997, pp. 1-7, 80-81, 85-86.

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
Brotherhood Railway Carmen Division-TCU and Transport Workers
Union of America (dated October 16, 1998), pp. 1-6, 15.

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
International Brotherhood of Boilermakers, Iron Ship Builders,
Blacksmiths, Forgers and Helpers (dated March 25, 1998), pp. 1-7, 18.



Exhibit 11

Exhibit 12

Exhibit 13

Exhibit 14

Exhibit 15

Exhibit 16

Exhibit 17

Exhibit 18

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
International Brotherhood of Electrical Workers (dated August 3, 1998),
pp. 1-6, 16, and Side Letter No. 26 thereto, dated August 3, 1998.

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
National Conference of Firemen and Oilers (dated June 3, 1998), pp. 1-
7, 18.

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
Sheet Metal Workers International Association (dated September 17,
1998), pp. 1-4, 10; and Attachment B thereto (dated September 17,
1998), pp. 14, 10.

Implementing Agreement Between CSX Transportation, Inc., Norfolk
Southern Railway Company, Consolidated Rail Corporation, and the
International Association of Machinists and Aerospace Workers (dated
October 10, 1998), pp. 1-3, 7; and Attachment B thereto (dated October
10, 1998), pp. 1-3, 12.

Implementing Agreement Between Norfolk Southern Corporation,
Norfolk Southern Railway Company, Consolidated Rail Corporation,
CSX Transportation, and the Transportation Communications
International Union (dated November 2, 1998), pp. 1, 14-15, 27.

Letter from George J. Francisco, Jr., President, National Conference of
Firemen and Oilers, to STB Chairman Linda Morgan (undated).

Letter from Joseph A. Stinger, Administrative Assistant to the
International President Director — Railroad Division, International
Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, Forgers
and Helpers, to STB Chairman Linda Morgan, dated March 24, 1998.

Joint Verified Statement of Kenneth R. Peifer and Robert S. Spenski, pp.
1, 8-11 (CSX/NS-20, Vol. 3, pp. 493, 500-503).



Exhibit 19 PA-10 (dated Feb. 23, 1998).

Exhibit 20 Transcript of Oral Argument, June 3, 1998, pp. 1, 24-27.

Exhibit 21 Norfolk Southern’s Safety Integration Plan
(filed December 3, 1997) p. 11.






EXHIBIT 1

Analysis Of “Representations” Referenced In Decision
No. 186, The Joint Petition, And Petitioners’ Response.



EXHIBIT 1
ANALYSIS OF “REPRESENTATIONS” REFERENCED IN
DECISION NO. 186, THE JOINT PETITION, AND
PETITIONERS’ RESPONSE.

In the Joint Petition and Response, the Petitioners have compiled various statements that
they claim support the contention that NS made representations during the Conrail proceeding on
which other persons relied in supporting the Application that would be violated if NS closed the
Shops on October 1, 2001. For the convenience of the Board, these statements are catalogued
below, together with those cited by the Board in Decision No. 186.

Although NS did make some statements on the record of this proceeding concerning NS’
intentions regarding Hollidaysburg and other facilities (these appear below in Section A), the
large majority of the statements cited by petitioners fall into one or more of the following
categories: (1) statements not made by NS at all but by news media or other third parties; (2)
statements concerning a proposed NS/Conrail transaction that was never consummated and was
not the subject of Decision No. 89: (3) statements made after Decision No. 89 was served; (3)
and (4) other statements made by NS but not on the record of this proceeding. These appear
below in Section B.

A. STATEMENTS BY NORFOLK SOUTHERN ON THE RECORD OF THIS
PROCEEDING CONCERNING NS’ INTENTIONS REGARDING
HOLLIDAYSBURG AND OTHER FACILITIES
Various statements cited or relied upon in Decision No. 186, the Joint Petition, or the

petitioners’ Response are statements attributed to NS itself concerning its intentions regarding

Hollidaysburg or other facilities. Certain of these statements are ones that NS made on the

record of this proceeding — in the NS Operating Plan, elsewhere in the Application, during

discovery, efc — regarding how NS intended to use the Hollidaysburg Shops. Those are collected



below, followed by statements concerning NS’ intended $4 million material handling project for

the Shops set forth in the Operating Plan. (The Board in Decision No. 186 said that the order

contemplated there does not involve the material handling project issue.)

The significant fact about all such statements is that none of them speak, expressly or

implicitly, to the duration of NS’ operation of the Hollidaysburg Shops, and none suggest that

NS was obligating itself to continue operating the Shops without regard to pertinent business,

economic, or operational considerations as they developed.

“The sworn statement of Mr. Goode characterized the Hollidaysburg shops as ‘excellent’,
and stated that NSR would use the Hollidaysburg shop and that NSR would maximize
utilization of the shop by ‘in-sourcing’. Mr. Goode stated:

This transaction also will permit NS to look carefully at its existing shops and other facilities
as well as those on the Conrail properties NS will operate and to use each facility for the
maximum efficiency and advantage to the combined operation. For example, Conrail has
excellent locomotive and car repair facilities at Altoona/Hollidaysburg, Pennsylvania, while
NS’s comparable facilities are in Roanoke, Virginia. As explained in the Operating Plan and
the Verified Statement of D. Michael Mohan, important efficiencies can be gained by
concentrating different types of mechanical work at each location. To facilitate this effort, the
truck and wheel work now performed by NS at Pegram Shop in Atlanta and by Conrail at
Altoona will be centralized at Altoona, with the transition to be completed by the end of Year
1 after the Closing Date. So-called ‘insourcing’ provides another opportunity to maximize
utilization of the system shop at Altoona/Hollidaysburg and Roanoke. Fortunately for our
insourcing plans, CSX plans to use NS's services at Altoona/Hollidaysburg for at least a
portion of its Conrail car and locomotive fleets.”

Joint Pet. at 6-7 (quoting the Verified Statement of David R. Goode, page 16, appearing at
Unions’ Ex. 7).

“NSR's Operating Plan witness Michael D. Mohan's sworn statement also referred to the
‘excellent facilities of Conrail’ at Hollidaysburg, and stated that NSR would consolidate car
program work at that shop. Mr. Mohan stated:

This transaction offers substantial opportunities to improve efficiency and fully utilize
the excellent facilities of Conrail and NS in the Altoona/Hollidaysburg, PA and
Roanoke, VA areas, respectively. Following the consolidation, NS intends to seek the
efficiencies and other benefits of specialization at each of these facilities . . . . After
the consolidation, the Conrail shop at Hollidaysburg will absorb most car program
work, with Roanoke Shops - Car concentrating on new car construction and



rebodying. Program car repair operations at Macedonia, OH, Decatur, IL and
Williamson, WV will be eliminated.”

Joint Pet. at 7 (quoting the Verified Statement of D. Michael Mohan, page 62, appearing at
Unions’ Ex. 8).

“With respect to NSR’s plans for the shop, the Operating plan stated that:

Recognizing the shop capacity NS gains as a result of the addition of Conrail
facilities, as well as the advantages of a stable work force, NS anticipates performing
car and locomotive repairs and overhaul for other rail carriers and other prospective
customers. Because CSX will use approximately 42% of the former Conrail car and
locomotive fleets, the transaction agreement provides for the terms under which CSX
will be one of NS' insourcing customers. Facilities which will provide these services
are in Altoona, PA (including the nearby Hollidaysburg Car Shop) and Roanoke, VA.
These facilities are known for their capabilities and the craftsmanship of their
employees.”

Joint Pet. at 8 (quoting the NS Operating Plan at 320-321, appearing at Unions’ Ex. 9).
“Elsewhere in its Operating Plan, NSR said:

Hollidaysburg will absorb most car program work with Roanoke Shop-Car
concentrating on new car construction and rebodying. Extensive fabrication
equipment at Roanoke will be used in lieu of kits furnished to Hollidaysburg by car
suppliers, thereby saving an average of $3 million annually. Program car repairs at
Macedonia, OH on Conrail and Decatur, IL, and Williamson, WV on NS will be
eliminated.”

Joint Pet. at 8 (quoting the NS Operating Plan at 326, appearing at Unions’ Ex. 9).

“In response to the ‘Allied Rail Unions’” Interrogatory No. 127 inquiring as to whether NSR
planned any shop closing other than the Pegram, Ft. Wayne and Enola shops, NSR
responded: ‘Applicants have not determined whether any other locomotive or car shops or
facilities, other than the ones specified in the Operating Plan, will be closed’.” Joint Pet. at
9-10 (quoting CSX/NS-44, Applicants’ Responses to Allied Rail Unions’ First Set of
Interrogatories to Applicants (ARU-7) at 78, appearing at Unions’ Ex. 13).

“In response to the ‘Allied Rail Unions’’ Interrogatory No. 151 which asked the Applicants
to ‘identify all project shops on the present Conrail system which will be closed or
consolidated with another shop as a result of the Transaction’, the Applicants answered ‘For
NS: See the Application, including Applicants 1996/1997 Labor Impact Ex.; Volume 3B (p.
326); and the response to ARU Interrogatory No. 127.”.” Joint Pet. at 10 (quoting CSX/NS-
69, Applicants’ Responses to Allied Rail Unions’ Second Set of Interrogatories to Applicants
(ARU-11) at 12, appearing at Unions’ Ex. 14, and referencing NS’ statement that Applicants



had not determined whether to close any other shops other than those set forth in the
Operating Plan).

e “NSR’s [Safety Integration Plan (“SIP”)] stated:

NS will maintain a stable staff of MP&E employees within the facilities allocated to
NS. Figure 4, following, details the current number of employees at each such
location. In view of NS’ intent to maintain stable MP&E staffing, this figure also
represents the currently projected Day 1 staffing. [Figure 4 indicated 436 carmen].”

Joint Pet. at 9 (quoting the NS SIP, dated December 3, 1997, appearing at Union Ex. 12).}

e “NS indicated [in the Application]: that the transaction offered substantial opportunities to
improve efficiency and fully utilize Conrail’s ‘excellent’ facilities in the
Altoona/Hollidaysburg area which (NS acknowledged) were known for their capabilities and
the craftsmanship of their employees and which had ‘unique’ repair/rebuild capabilities; that
‘insourcing’ opportunities, to include work for CSX for at least 24 months after the
Split Date, would be actively pursued in order to fully utilize shop capacity, ‘particularly in
the Altoona/Hollidaysburg area.’; that extensive capital improvement expenditures would be
made, in particular $4,000,000 at Hollidaysburg for car shop work; that the heavy repair shop
at Hollidaysburg would continue to be utilized; and that success in marketing the services of
the Altoona/Hollidaysburg and other shops would mean ‘expanded work opportunities for
the employees of the expanded [Norfolk Southern].”” Decision No. 186 at 5 (citing
CSX/NS-20 at 62-63, 287-88 and 321, 323-24, 326 and 373; CSX-NS-25 at 35-36
(Transaction Agreement § 2.4(b)).2

Statements Related Solely To The Anticipated $4 Million Expenditure At
The Shops.

e “The Operating Plan reported that:

In order to implement the mechanical plan, the following facility improvements
will be undertaken. Capital expenditures required for these improvements are
approximately $102.000.000. . . . '

As discussed in the text, the NS Safety Integration Plan (“SIP”) stated that “Full
implementation of the transition to an expanded NS system will require flexibility throughout
the process. This plan must and will change to address new information and changing
circumstances. NS understands that this is a dynamic process which requires plans backed
by contingency plans capable of meeting and safely addressing the changing business
environment. * * * Accordingly, as more information is developed, both before and after
Control Date, many of the safety plans set forth herein will require modification.” SIP at 11.

2 The referenced 24-month period expired on June 1, 2001.



. Hollidaysburg, PA
Material handling improvements at car shop.
Capital investment required $4.000.000.”

Joint Pet. at 7-8 (quoting the N'S Operating Plan at 287-288, appearing at Unions’ Ex. 9).
¢ “[AJn NSR ‘Fact Sheet’ for Pennsylvania, under the heading ‘Economic Development’, NSR

cited ‘Estimated $4 million in capital improvements at Hollidaysburg shop’.” Joint Pet. at 9

(quoting from an internet press release, appearing as Unions’ Ex. 11).
B. OTHER ASSERTED STATEMENTS

What remains of all of the asserted statements attributed to NS concerning Hollidaysburg,

reproduced below, cannot form the basis for enforcement of the “representation condition.”
They suffer from one or more frailties. Many are not even statements by NS, but instead are
those of third parties including the media (identified with a “3rd” after the quote). In some
cases, such statements were made before Finance Docket No. 33388 had even been initiated and
were made with respect not to the joint CSX/NS/Conrail transaction considered in Finance
Docket No. 33388, but with respect to an earlier, different contemplated transaction in which NS
alone would have acquired all of Conrail (identified with a “NS/CR? after the quote). Other
statements were made affer Decision No. 89 was issued (identified with a “post-89” after the
quote). Other statements were not made on the record of this proceeding (identified with a
“OTR?” after the quote.) Other statements are broad characterizations of asserted NS statements
plucking one or two words from a source (with specific explanation set forth in parentheticals

after the quote).

e “On October 24, 1996, the Philadelphia Inquirer, reported that NS had ‘Launch[ed] a
Hostile Bid For Conrail” that was described as an effort to counter CSX's attempt to acquire
control of Conrail by making a ‘hostile takeover assault’ backed by a publicity campaign
attacking the CSX transaction and promoting the alleged benefits of the NS transaction. The
article referred to a letter to the Conrail Board by NSR CEO Goode which, among other
things, stated that ‘Conrail's locomotive and car repair shops which makeup the lion's share
of the economy of Altoona, Pa. would grow under Norfolk Southern.” Joint Pet. at 4, citing



“Norfolk Southern Corp. Launches Hostile Bid for Conrail,” The Philadelphia Inquirer,
October 24, 1996 (Internet version, reproduced at Unions’ Ex. 1). (3rd) (NS/CR)

“Also on October 24, 1996, the Washington Post reported that Norfolk Southern had made
it clear that ‘Conrail's locomotive and car shops in and near Altoona, PA ‘would thrive after a
Norfolk Southern merger.’” Joint Pet. 4, citing “Norfolk Southern Tops CSX’s Bid for
Conrail; $9.1 Billion Offer is Likely to Start a Messy Battle,” The Washington Post, October
24, 1996 (Internet version, reproduced at Unions’ Ex. 2). (3rd) (NS/CR)

“On November 2, 1996 the Pittsburgh Post Gazette reported that NS officials had
approached Congressman Bud Shuster of Pennsylvania, then Chairman of the House
Transportation and Infrastructure Committee, generally assuring him that ‘they would keep
the Altoona-area shops intact’; Congressman Shuster was quoted as saying that ‘There have
been strong verbal assurances that the shops will remain... at least at the current level’.” Joint
Pet. 5, citing “Bud Shuster Vows to Fight to Protect Railroad Jobs,” Pittsburgh Post-Gazette,
November 2, 1996 (Internet version, reproduced at Unions' Ex. 3). (3rd) (NS/CR)

“An Associated Press report on December 6, 1996 described an advertisement placed by NS
in the Philadelphia Inquirer and the Pittsburgh Post Gazette and in other papers that ran a
headline ‘Where Will Conrail Employees Be If Competition Dies?” NS Vice President-
Public Relations Robert C. Fort was quoted as saying ‘We think we have a clear message to
Conrail employees, that they have a much better future in the Norfolk Southern’. According
to the AP, the advertisement stated that ‘Conrail's major Hollidaysburg and Altoona shops
are within just 70 miles of CSX's facilities in Cumberland, Md. Redundancies like these
could add up to lost jobs ...Norfolk Southern's system extends and complements Conrail's
system, rather than duplicating it’.” Joint Pet. at 5-6, quoting “Norfolk Southern Appeals to
Conrail Employees in Merger Fight,” The Legal Intelligencer, December 6, 1996 (internet
version appearing at Unions’ Ex. 5). 3rd) (NS/CR)

“On November 18, 1996, NS placed an advertisement in the New York Times addressed
“To Conrail Constituencies’ and titled ‘You Don't Have to Be a Conrail Shareholder to
Benefit from Norfolk Southern's Offer’, ‘A Norfolk Southern/Conrail Combination Will Be
Better for All of Conrail's Constituencies’. In that advertisement, NS asserted. [sic] ‘Norfolk
Southern is committed to continuing to operate Conrail's Hollidaysburg Car Shop and its
Juniata Locomotive Shop at Altoona, and will promote employment there ....What has CSX
promised? Nothing. And, don't forget that CSX's locomotive shops at Cumberland, Maryland
are less than 70 miles from Conrail's Altoona and Hollidaysburg shops.’” Joint Pet. at 5
(quoting “You Don’t Have to Be a Conrail Shareholder to Benefit from Norfolk Southern’s
Offer, A Norfolk Southern/Conrail Combination Will Be Better for All of Conrail’s
Constituencies,” appearing in The New York Times, November 18, 1996, and appearing at
Unions’ Ex. 4). (NS/CR).

“Chairman Geist then referred to a newspaper advertisement that NS ran in eighteen
newspapers in cities with ‘significant numbers of Conrail employees’ that urged them to
support the NS acquisition over the CSX acquisition. /d. at 38 [an example of this ad was
reproduced in the Joint Petition at Exhibit 4).” Response at 6 (quoting Chairman Richard A.



Geist, Hearing before the Pennsylvania House Transportation Committee, May 15, 1997
(appearing at Petitioners’ Ex. 23 and referencing an ad appearing on November 14, 1996 in
The New York Times, reproduced in Petitioners’ Ex. 4, which did not concern the
CSX/NS/Conrail transaction). (NS/CR)

“Chairman Geist noted that ‘On November 18® <96, Norfolk Southern publicly announced
that it was committed to operate Conrail's Hollidaysburg Car Shop and the Juniata
Locomotive Shop and that it would promote-and I underline the word promote-employment
there’....” Response at 6, quoting Chairman Richard A. Geist, Hearing before the
Pennsylvania House Transportation Committee, May 15, 1997 (referring to the proposed
NS/Conrail transaction, not the CSX/NS/Conrail transaction) (appearing at Petitioners’ Ex.
23). (NS/CR)

“In a statement filed in the Conrail proceeding on October 21, 1997, Thomas J. Ridge, the
Governor of the Commonwealth of Pennsylvania, advised that the Commonwealth was
supporting the Conrail application because, among other things, of the commitments that had
been made regarding investments and other benefits to the Commonwealth. Prominent
among these, Governor Ridge noted, were ‘important expansions of Conrail’s Juniata
locomotive repair shop and Hollidaysburg car repair shop near Altoona.” Governor Ridge
noted, in particular, that NS had made commitments to ‘invest in [the] Hollidaysburg car
repair shop ($4 million capital improvement).”” Decision No. 186 at 6 (citing PA-8 and
attachment 1 thereto, which was superceded by PA-10, which did not refer to Hollidaysburg).
(3rd)

“[W]hen U.S. Representative Bud Shuster (the then Chairman of the Transportation and
Infrastructure Committee of the United States House of Representatives) testified at the oral
argument held by the Board on June 3, 1998, and expressed his ‘strong support’ for the
Conrail application, he indicated that he was ‘very pleased’ that the NS operating plan
included ‘a continued and an expanded role’ for the ‘highly productive’ Altoona and
Hollidaysburg shops, which he described as being among ‘the crown jewels’ of the Conrail
system.” Decision No. 186 at 6 (citing transcript for June 3, 1998, at 25-27 (electronic
version)). (3rd)

“Congressman Bud Shuster . . . [noted] that he had been given personal assurances by NSR
that the Hollidaysburg shops would be retained”. Joint Pet. at 12-13 (citing the Declaration
of Thomas D. Lutton, who in turn cites a periodical article, “Angering Shuster,” Traffic
World, November 27, 2000, not Congressman Shuster). (3rd) (post-89)

“In his remarks Congressman Shuster stated that he had made a ‘deal’ with the CEOs of CSX
and NS that Norfolk ‘Southern would do several things for our shops here’, including
‘Investments of $67 million in capital improvements would be made to the Juniata and Sam-
Ray [Hollidaysburg Shop]. Employment in the shops would be increased by at least 178

jobs’.” Response at 4 (quoting Transcripts of news clips airing on June 1, 1999 (“1999 News
Clips™), page 2, appearing as Unions’ Ex. 22) (3rd) (post-89) (OTR)



“Congressman Shuster also noted ‘And how important is Altoona going to be to Norfolk
Southern? Well, in talking about Norfolk Southern being in 21 states, we're talking about
21,600 miles of track, an awful lot of places to be; but the top man, the chairman of Norfolk
Southern, David Goode, where is he today on this historic takeover? Of 21 different states
where he could be, countless cities where he could be, he’s here in Altoona.”” Response at 4-
5 (quoting 1999 News Clips, pages 3-4). (3rd) (post-89) (OTR)

“When NS’ rebuttal to opponents of the transaction characterized Governor Ridge as
supporting approval of the transaction without conditions, the Chairmen of the Pennsylvania
Transportation Committees responded (Brief at 8-9) by noting that although the Governor did
not specifically ask that conditions be imposed, he referred to NS’ representations about the
Altoona shops and other Pennsylvania facilities as ‘commitments’ that he expected NS to

‘adhere to’.” Response at 23 (failing to note that Governor Ridge failed to take exception to
the characterization). (3rd)

“[T]he Comments filed by the Commonwealth and Governor Ridge in the CSX/NS-Conrail
proceedings (at 4 and Attachment 1) referred to numerous meetings between the Applicants
and identified NS’ statements regarding ‘expansions of Conrail's Juniata locomotive repair
shop and Hollidaysburg car repair shop near Altoona ....” and its investment of $4 million in
the HCS as ‘commitments regarding investments and other benefits to the Commonwealth’,
and then said that ‘[w]e expect the Applicants to adhere to all commitments made in the
Control Application.”” Response at 23 (quoting PA-8, which was superceded by PA-10, a
pleading and settlement agreement that did not refer to Hollidaysburg). (3rd)

“Additionally, the Comments of the Transportation Committees' Chairmen in the Conrail
Transaction Oversight proceedings, noted that, NS ‘committed to undertake’ certain capital
investments including the $4 million in capital improvements at the HCS, but that NS had not
reported on the status of those investments in its report for the Oversight proceedings. NS’
Reply in those proceedings (at 55), NS did not deny that it had committed to the investment,
but merely asserted that its needs were such that it had ‘developed certain projects in the
Commonwealth ahead of those cited by the Committee [sic]’.” Response at 24. (3rd) (post-
89) (OTR)

“On August 31, 1998 CSXT, NSR and Conrail served a New York Dock notice on TWU and
the Brotherhood Railway Carmen/TCU (‘BRC’) pursuant to Decision No. 89. In their notice,
the Carriers proposed to divide Conrail’s Carmen among CSXT, NSR and residual Conrail
and place all acquired Conrail facilities and lines to be operated by NSR under an NSR
collective bargaining agreement. Declaration of Thomas D. Lutton. Unions’ Ex. 16 3. The
Carriers’ proposal as to the Carmen craft, and the Carriers’ description of NSR’s plans for
consolidation of heavy repair and program car work at Hollidaysburg under an NSR
collective bargaining agreement were consistent with implementing agreements that were
entered with others of the Unions covering the other Shop Crafts. See e.g. Declaration of



George J. Francisco, Jr. Unions’ Ex. 17 §3.” Joint Pet. at 10-11 (citing Unions’ Exs. 16 and
17) (footnote omitted).> (3") (post-89).

“In one of the Carriers’ pre-hearing submissions [in the post-Decision No. 89 implementing
agreement arbitrations,] NSR stated:

NSR intends to change its heavy car repair operations to make the best use of its
existing and allocated facilities. Conrail's Hollidaysburg car shop, which currently
performs program repair, freight car reclamation, and new car fabrication for
Conrail’s fleet of 46,500 cars, will be operated exclusively by NSR. To maximize
efficiency in the performance of heavy car repair after Day One, NSR will (i)
consolidate most program car repair work for the integrated NSR car fleet at
Hollidaysburg; (ii) consolidate freight car reclamation work at its car shop in
Roanoke; and (iii) perform most rebodying, new car construction, and component
fabrication work for the expanded system at Roanoke -including the fabrication of
component parts to support the program car repair work at Hollidaysburg. Vittur
Decl. § 38.”

Joint Pet. at 11 (quoting Unions’ Ex. 18). (post-89).

“Additionally, in the depositions of the Applicants' Labor Relations Vice Presidents, NS Vice
President Labor Relations Robert Spenski repeatedly said that work would be ‘consolidated
into’ Hollidaysburg.” Joint Pet. at 10 (quoting Unions’ Ex. 15, which consists of 12 pages
excerpted from Mr. Spenski’s deposition, in which Mr. Spenski discusses consolidation only
4 times, in each case in direct response to a question from TCU counsel about consolidation
of work at Hollidaysburg).

“NS CEO David Goode spoke after the remarks of Congressman Shuster. Mr. Goode stated
that NS would not be where it was ‘without the support not only of all of the people here but
of the people standing on this podium with me today... that would not have happened without
the support of the people surrounding me on this platform, and it wouldn't have happened
without the support of all of you’. Tr. at 5. Mr. Goode then stated ‘And Chairman Shuster
has read off an impressive list of the commitments that Norfolk Southern has made. “This is
going to be the finest, the heart of the Norfolk Southern system in many ways.” The finest
shops that we can create in railroading today.” Tr. at 6, emphasis added. Mr. Goode further
said ‘I want people to look back 100 years from now and say that is a tradition that has
continued, and Altoona is still the heart of railroading in the world’. Tr. at 7, emphasis
added.” Response at 5 (quoting Transcripts of news clips airing on June 1, 1999, page 7,
appearing as Unions’ Ex. 22). (post-89) (OTR)

NS notes that both declarants, Messrs. Lutton and Francisco, in the same paragraphs cited by
Petitioners, discuss the implementing agreements that provided for consolidation of facilities
not contemplated at the time of the execution of the agreement.



“In April 12, 2001 written testimony that was also read to the Pennsylvania House
Transportation Committee, NS Resident Vice President Public Affairs Richard Timmons
suggested that NS’ plans and commitments were predicated on expectations based on the
‘U.S. economy during 1998-1999”,[*] that NSR has been taking retrenchment actions like the
closing of the HCS because of the “U.S. economic downturn over the past eight months’ and
that ‘we made forecasts that turned out to be exaggerated and that cannot now be sustained in

this current economic environment’.” Response at 6-7 (quoting Petitioners’ Ex. 24). (post-
89) (OTR)

“Throughout the course of the Conrail proceeding, NS indicated on numerous occasions that
it was committed to operating the Hollidaysburg Car Shops. See, e.g., the joint petition,

Ex. 10 at 1 (in this NS press release, which was apparently issued at or about the time the
Conrail application was filed in June 1997, NS indicated that it ‘is committed to operate
Conrail’s Hollidaysburg car shop and Juniata locomotive shop, and will promote
employment there’). See also the joint petition, Ex. 11 at 2 (in this NS ‘fact sheet,” which
also appears to have been issued at or about the time the Conrail application was filed, NS
indicated that it intended to make an ‘[e]stimated $4 million in capital improvements at [the]
Hollidaysburg shop’).” Decision No. 186 at 5. (OTR).

“NSR CEO David Goode testified before a Subcommittee of the Senate Committee on
Appropriations and gave assurances that NSR would keep the shop and in fact would need
it.” Joint Pet. at 3 (citing Mr. Goode’s inquiry as to his “expectation” as to the Shops, S. Hrg.
105-514, Hearing before a Subcommittee of the Committee on Appropriations, United States
Senate, Conrail Merger Implications, at 49, appearing at Unions’ Ex. 6). (OTR).

“On March 20, 1997, a Subcommittee of the Senate Committee on Appropriations held
hearings on the then recently announced joint CSX/NS acquisition of control and division of
Conrail. One witness at the hearing was NSR CEO David Goode who testified that NSR
would retain the Hollidaysburg shop and indeed would expand it. An exchange between Mr.
Goode and Senator Arlen Specter went as follows:

Senator Specter. OK. Moving east to the Altoona shops, the locomotive repair
shops, and Hollidaysburg, again, Mr. Goode, what would your expectation be
there as to the employment situation?

Mr. Goode. Well, we have looked, as you know, earlier this week at those
shops, we had some knowledge of them earlier than that. John and I had a very
good tour of the shops, they are excellent facilities.

Mr. Timmons stated that: “From the period 1997 through 1999, railroad analysts, our service
design personnel, marketing teams, the transportation departments, and Wall Street were
optimistic about the future growth and great economic potential of this new northeastern
franchise. * * * No one to my knowledge had other than the highest expectations for our
new system and our future prosperity as reflected by the U.S. economy during 1998 and
1999.” Timmons’ Statement, page 2, reproduced in Petitioners’ Exhibit 24.
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Since Norfolk Southern will be the likely beneficiary of the lines and of those
shops, we do not have nearby shop facilities, as CSX did in Cumberland, so we
are in a position of not only being able to give assurances that we will keep
those shops and keep them operating, we are going to need them.”

Joint Pet. at 6 (quoting S. Hrg. 105-514, Hearing before a Subcommittee of the Committee
on Appropriations, United States Senate, Conrail Merger Implications, at 49, appearing at
Unions’ Ex. 6). (OTR).

“In a piece entitled ‘The New Norfolk Southern The Best Choice For Pennsylvania’, NSR
stated: ‘Because Conrail and Norfolk Southern operations do not overlap in Pennsylvania,
most Conrail operating employees can count on working for Norfolk Southern or CSXT.
Norfolk Southern is committed to operate Conrail’s Hollidaysburg car shop and Juniata
locomotive shop and will promote employment there’.” Joint Pet. at 9 (quoting an internet
press release, appearing at Unions’ Ex. 10). (OTR).

“On May 15, 1997, then NS Resident Vice President Public Affairs M. Patrick McCune
testified before the Pennsylvania House Transportation Committee about the effects of the
transaction on Conrail employees in Altoona. He stated that “We intend to operate these
shops at the same level that Conrail utilizes them today. We then hope to grow the
maintenance business at those shops to the maximum utilization possible.” Transcript of
McCune Testimony (Petitioners’ Ex. 23) at 16. Chairman Geist then asked about the Juniata
Locomotive Shop and the HCS and Mr. McCune stated: ‘Mr. Chairman, I mean, I’'m
prepared to tell you that we will operate those shops at the same level that Conrail presently
utilizes those shops and we think that the addition of Norfolk Southern as the new owner of
those shops will bring additional opportunities for growth at both Juniata and the
Hollidaysburg shops’. Id. at 25. Chairman Geist noted that ‘On November 18" ‘96, Norfolk
Southern publicly announced that it was committed to operate Conrail's Hollidaysburg Car
Shop and the Juniata Locomotive Shop and that it would promote-and I underline the word
promote-employment there’[’] (id,) and he asked if development of the Operating Plan had
indicated any ‘redundancies or duplication of facilities that would result in reduction of
employment at Hollidaysburg or Juniata Shops. /d. at 36. Mr. McCune responded that there
were far less duplications, far less redundant assets, far less redundant lines with our
proposed merger and our proposed plan than there was in the proposed CSX/Conrail
acquisition plans that was unveiled in October of 1996°.”[°] Response at 5-6 (quoting NS

Following Chairman Geist’s display of the NS/Conrail advertisement, Geist actually

asked whether there was any incentive for CSX to continue to send cars to Hollidaysburg, to
which Mr. McCune responded: Mr. McCune: “Well, I don’t know if we can force CSX to take
advantage of the incentives; but I think the economic incentives to CSXT are legitimate and real
and offer them real incentives for them to use the shops.” Transcript at page 25.

Mr. McCune was actually responding to a different question than posed by petitioners in

the text. Mr. McCune stated: “Commenting on the first part of your question, I believe you
(continued...)
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Resident Vice President of Public Affairs, M. Patric McCune, Hearing before the
Pennsylvania House Transportation Committee, appearing at Petitioners’ Ex. 23). (OTR)

¢ Chairman Geist then asked ‘May we assume from the publication that Norfolk Southern does
not believe that the Hollidaysburg and Juniata repair facilities duplicate or create redundancy
with respect to the Roanoke and -facilitiesfsic]’ and Mr. McCune answered: ‘I hope I've
answered that, Mr. Chairman. We see no duplications and no redundancy and no threat.’ Id.
at 39.” Response at 5 (quoting NS Resident Vice President of Public Affairs, M. Patrick
McCune, Hearing before the Pennsylvania House Transportation Committee, May 15, 1997,
at 16 (referring to the need to grow insourcing and the size of the NS-owned rail fleet)
appearing at Petitioners’ Ex. 23). (OTR).

e “After NS and the Commonwealth entered the agreement described in the Comments, and
after the Comments were filed, NS issued a press release trumpeting Pennsylvania’s support
for the Application, and noting that Pennsylvania’s support was based on a number of
factors, including ‘construction, expansion or upgrading of repair shops, intermodal facilities
and other facilities.” Response at 23 (quoting an internet press release appearing at
Petitioners’ Exhibit 31 and referring to PA-8 (which discussed material handling
improvements at Hollidaysburg and which was later superceded by PA-10, which did not
refer to Hollidaysburg at all.)) (OTR).

(...continued)

asked why is Norfolk Southern a benefit for Conrail, its system and its employees than the CSX
proposed merger. And I think the Chairman —” Chairman Geist said: “That’s correct.” Mr.
McCune then completed his answer: “—answered it later on in his statement that if you overlap
a map of the current Norfolk Southern System, the current Conrail System, that it’s an end-to-
end fit. And you will find that there were far less duplications, far less redundant assets, far less
redundent lines with our proposed merger and our proposed plan than there was in the proposed
CSX/Conrail acquisition plan that was unveiled in October of 1996.” Transcript at 36-37.

12






EXHIBIT 2

Verified Statement of David L. Veron



VERIFIED STATEMENT OF DAVID L. VERON

My name is David L. Veron. I am Director Insourcing, of Norfolk Southern Corporation
(“NS™). I am based in Altoona. PA. I am submitting this statement in support of Norfolk
Southern’s response to the Petition filed on March 28, 2001 in Finance Docket No. 33388 by
certain unions and the Commonwealth of Pennsylvania.
Personal Background

In my position as Director Insourcing, [ am in charge of all of efforts to obtain business
from other railroads and other companies (known as “insourcing”) for all NS mechanical
facilities. I have held that position since July 1999, shortly after NS began operating its portion
of Conrail. Ihave worked for NS and its predecessors since 1974, when I was hired by the
Southern Railway as Storehouseman—Material Management in Southern’s diesel shop in
Chattanooga, TN. I have worked for Southern and NS continuously since that time.

I am very familiar with the history of the Hollidaysburg car repair shops (the “Shops™)
and particularly with NS’s operation of those Shops after June 1, 1999 (“Day One” or “Split
Date”) and its substantial efforts to develop business for the Shops, which I will describe below.
As I will also discuss, many of the assertions made by Mr. T.D. Lutton in support of the petition
regarding supposed prospective business for the Shops are simply incorrect, including his claim
that the Shops make a profit for NS. Far from making a profit, the Hollidaysburg Shops in the
year 2000 operated at a loss of nearly $7 million, as explained in the separate statement of Robert
Belvin.

Description of Hollidaysburg Shops
The Pennsylvania Railroad built the Hollidaysburg Shops in 1954-1955, nearly fifty years

ago. The Shops are among the largest railroad car facilities in the world. They consist of over



three-quarters of a million square feet of enclosed shop and car production space sitting on over
360 acres of land. The building housing the Shops is over one-half mile long and at points it is
nearly 330 feet wide. The building contains four main tracks over 3,000 feet long, 12 overhead
cranes, and three paint and blast facilities. Up to 3,500 rail cars can be stored at the Shops at any
one time. There are over 65 miles of rail tracks in the main building and elsewhere throughout
the property.

During the period that the Pennsylvania Railroad had control of the Shops — from
construction to the February 1968 consolidation of the railroad with the old New York Central
into Penn Central — it repaired over 61,000 existing cars and constructed nearly 40,000 new cars
at the Shops. (This amounted to an average of over 8,300 cars for repair and/or construction per
year, not counting 1955 — the year the Shops first came on line). The Shops served as the
primary Pennsylvania Railroad new freight car construction, rebuild and heavy repair facility.

During the 8 years the Shops were under the control of the Penn Central, it repaired over
73,000 cars and constructed over 7,000 new cars at the Shops. (This amounted to an average of
over 10,100 cars per year).

Conrail took over the Shops on April 1, 1976. From that time until “Split Date” — June 1,
1999 — when NS acquired the ﬁse of the Shops, over 132,000 cars were repaired and over 5,700
cars were constructed at the Shops. At first, Conrail’s use of the Shops rivaled that of its
predecessors — over 13,000 car repairs in each of 1977 and 1978, for example — but over time
Conrail’s use of the Shops dwindled.

NS acquired use of the Shops on June 1, 1999. It is a “Pennsylvania Lines LLC” asset
that is operated by NS as a result of the approval granted by the Surface Transportation Board
(“STB” or “Board”) of the planned acquisition of control of Conrail by NS and CSX.
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NS performs several activities at the car shop at Hollidaysburg, including “Rule 88
rebuilds” (upgrades to AAR car construction standards), wreck work, heavy bad orders, painting,
reclamation and fabrication. This type of work is also performed at one or more of the several
other shop locations on the NS system that can handle program maintenance,’ but since Split
Date — June 1, 1999 — much of this work has been moved to Hollidaysburg from the other NS
shops. Despite that fact, the Shops currently run at less than one-third of capacity, with only one

shift working five days per week.

The Shops During Year 2000

As discussed above, the Shops were heavily used during the Pennsylvania and the Penn
Central eras. All of the work done at the Shops during those periods was done for the Shop’s
owners; there was no work performed for others. Much has changed. During year 2000, NS
worked on approximately 4,040 cars in the Shops for over a dozen railroads and rail car leasing
companies. No new cars were fabricated at the Shops during 2000.

Of the 4,040 car$ repaired at the Shops during 2000, 1,838 were repaired for NS itself.
Most of these (1,222) were for “light repairs” which I define as a repair that requires 25 or fewer
man-hours of work. Only 729 of the cars required “medium repairs” (requiring between 26 and
75 man-hours of work), and only 287 required “heavy repairs” (requiring 76 or more man-hours
of work). No outside company sent more than 500 cars to the Shops. The following represents a

breakdown of the work performed at the Shops for outside companies:

! NS locations capable of handling program repairs are: Bellevue,OH; Birmingham, AL;

Columbus, OH; Conway, PA; Elkhart, IN; Macedonia, OH (idled); Decatur, IL; Knoxville,
TN; Linwood, NC; Macon, GA; Norfolk, VA; Shaffers Crossing — Roanoke, VA (largely idled);
Williamson, WV.
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Insourcing Efforts at Hollidaysburg

NS obtained much of the “insourcing” work done for others as a result of the substantial
efforts of a restructured insourcing team. This team, which I have led since July 1999, has been
dedicated to bringing work to Hollidaysburg as well as other facilities.

Having an active marketing insourcing effort dedicated to bringing in work to the Shops
was something new to Hollidaysburg. Neither the Pennsylvania Railroad nor the Penn Central
performed insourcing work for others at the Shops. Conrail did not itself actively solicit
insourcing work for Hollidaysburg. Instead, to the extent an effort was made, it was generally
made through a manufacturer’s representative, Karol & Associates, which brought in some work
for Hollidaysburg. Most of Conrail’s car shop insourcing work was largely due to direct
contacts from the customers themselves.

When NS contemplated taking over operations at the Shops, it knew that it would have to

work to develop insourcing to keep the Shops active. NS believed that it could do so, and to that
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end NS devoted additional resources, including creating a position of Manager of Freight Car
Sales and Marketing. That position was held by Sam Williams, who reported directly to me,
whose sole job was to bring in work to the NS car shops. I think he did an outstanding job of
bringing in work to the Shops. Mr. Williams developed and actively worked a contact list of
about 100 actual and potential customers.

Additionally, NS created a new division — Thoroughbred Mechanical Services (“TMS”) -
which brought together in one division all insourcing efforts and operations throughout the NS
car and locomotive shops. TMS developed and ran, at a substantial cost, a series of ads for
publication further-aimed at developing insourcing. These ads ran for much of the latter half of
year 2000 in Progressive Railroading, Railway Age and The Pocket List of Railroad Officials,
three mainstay publications in the railroad and rail car industries.

All of the insourcing efforts made by NS and TMS brought in new business — Mr. Lutton
discusses many of the resulting contracts in his verified statement -- b\._lt, unfortunately, not
nearly enough to justify continued operation of the Shops economically. Part of the success of
the insourcing efforts resulted from a corporate decision to cut dramatically the rates for work at
the facility. At first, NS sought to cover both labor costs and all allocated overhead costs. In
order to attract business, however, NS later reduced rates substantially, which helped to bring in
additional insourcing work, but the additional revenues still fell far short of covering the fully
allocated costs of operating the Shops.

Lutton Declaration
I have reviewed the Declaration of Thomas D. Lutton, submitted with the Petition. Many

of his contentions are incorrect or misleading. I will address only a few of them here.



First, Mr. Lutton is misinformed as to work that “would have kept the shops fully
operational well into 2002.” Lutton V.S. at 4. For example, he is mistaken that NS had a
commitment from Bombardier for the conversion of 250 gondola cars at a cost of $4.5 million.
Lutton V.S. at 4. In fact, NS did have some initial discussions with Bombardier to build and
apply a drop-in-trough to 225 gondolas, but Bombardier was willing to spend no more than $1.9
million on the project, not the $4.5 million Mr. Lutton claims.

Mr. Lutton ;;lso incorrectly claims that NS passed up work on 200 covered hopper cars
for Johnstown America at an asserted cost of $5 million. In fact, in November 2000, NS
provided a quote to Johnstown America offering to work on these cars at a price of $4.675
million. Although we were hopeful that we would bring that work to Hollidaysburg, Johnstown
America informed us in February that they would do the work in their own shops.

Mr. Lutton is also mistaken in claiming that NS received a $1 million commitment from
Greenbrier for 1,000 container car covers. Lutton V.S. at 4. NS is not aware of any such
proposal from Greenbrier. Nor have we received any proposal from First Union to provide
warranty work on 400 gondolas, as Mr. Lutton claims on page 4 of his statement.

We did, however, have discussions with the Department of Defense. Those discussions
concerned the possibility that NS would perform preventive maintenance on some of DoD’s car
fleet, and we had in fact provided them with a per-hour quote. Unfortunately, the Department of
Defense did not contact us again until February 20 of this year — the day before NS announced
the closure of the Shops. Even if we had entered into an agreement with the Department of
Defense, I seriously doubt that the work would have been worth even close to $8 million per
year. The contemplated arrangement would have been an agreement on price per hour for work

done on cars — not an agreement for the repair of a set number of cars.
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Mr. Lutton claims that the Finger Lakes Railroad connnitted to have NS refurbish 20
cars at a price of $380,000. Lutton V.S. at 4. In fact, this railroad expressed an interest in
acquiring from NS an assortment of old cabooses and ballast cars. It wanted Norfolk Southern to
then rework them. When we informed the Finger Lakes that we had no such cars for sale, the
discussions ended.

Mr. Lutton also complains that NS did not invest $4 million the NS’s operating plan said
NS expected to make for various material handling improvements. It is true that NS did not
make that investment, but doing so would not, in my judgment, have helped NS to attract any
more insourcing work than we were able to attract, and it would not, in my judgment, have had
any material affect on the ultimate decision to close the Shops.

Finally, Mr. Lutton claims that the insourcing contracts produced a “profit.” This claim
is incorrect and completely ignores overhead costs reasonably allocable to the facility. If the
Shops were considered a stand-alone facility, then by any reasonable definition of profit and loss,
they have not operated at a profit but in fact have operated at a substantial loss since Day One.
As I have noted, the Hollidaysburg Shops complex is a huge facility, one of the largest in the
world, and since Day One it has been operating at less than one third of its capacity. As
explained more fully in the veﬁﬂed statement of Mr. Belvin, on a conservative basis, the Shops
lost almost $7 million last year taking into account overhead costs and the costs and value of the

repairs performed on cars in NS’ fleet as well as for the insourcing customers.



VERIFICATION
1, David L. Veron, verify under penalty of pevjury thxt 1 em Director - Insoweing.
that [ have read the foregoing document and know its conrents, aad that the sarne is rue

and correet to the best of my knowiedge and helief.
Executed on Apsil |V 2001,

Aosii

David L. Veran







EXHIBIT 3

Verified Statement of Robert H. Belvin



VERIFIED STATEMENT OF
ROBERT H. BELVIN

My name is Robert H. Belvin. I am submitting this verified statement in support
of Norfolk Southern’s response to the Petition several unions and the Commonwealth of
Pennsylvania filed on March 28, 2001, in Finance Docket No. 33388. Specifically, I will
address the claim found in the Declaration of TWU Local 2017 President T. D. Lutton,
designated as “Union’s Exhibit No. 16” to that Petition, that implies that the
Hollidaysburg Shops are profitable. In my statement, I will demonstrate that this simply
is not correct, and that the Shops, in fact, cost Norfolk Southern a significant amount to
keep open.

I received my B.S. in Business Administration in 1974 from University of North
Carolina ~ Chapel Hill, and my Masters of Business Administration from The College of
William and‘Mary in Williamsburg, Virginia in 1976. I became a Certified Public
- Accountant in 1990. I began my career with Norfolk Southern nearly 25 years ago in the
Engineering — Maintenance of Way — Budgeting and Planning section of the Financial
Planning Department. I spent 12 years in the Cost Department. When I left that
department, my title was Manager — Profit Analysis. I have held my current position of
Manager — Budget Planning and Operations since March 1, 2000.

In his verified statement, Mr. Lutton discusses several contracts for work that
Norfolk Southern performs for others at the Hollidaysburg Shops. (This work is
commonly referred to as “insourcing™ work.) He then makes the unsupported claim that
this work “produced a net profit for NSR in an amount as high as $1 million.” If by this

claim Mr. Lutton is implying that the Hollidaysburg Shops made a profit in calendar year



2000 as a result of the insourcing work Norfolk Southern was able to bring to the shops,
then this is incorrect and completely ignores many of the costs reasonably allocable to the
facility.

If the Hollidaysburg shops were considered a stand-alone facility, by any
reasonable definition of profit and loss, they have not operated at a profit. In fact the
shops have operated at a substantial loss since Day One. For year 2000, the only year for
which I have complete numbers, they operated at a loss of at least $6,824,211. (As]
explain below, this is a very conservative figure.)

Mr. Lutton may have looked at whether the insourcing work netted for Norfolk
Southern more than the marginal cost of producing that work. As can be seen in the
attached statement, Exhibit 1, that clearly is the case. But from that fact no one can
reasonably state or imply that the Hollidaysburg Shops are “profitable”. One also must
look at the cost of producing the wqu performed for Norfolk Southern at the Shops, at
the general direct costs required to maintain the shops but not allocable to a particular
project, and, on the revenue side, the value of the work done on the Norfolk Southern
fleet.

I put together a profit/loss statement, which I attach hereto as Exhibit 1. I was
very conservative in my calculations. For example, Pennsylvania Lines LLC (“PRR”)
actually owns the Hollidaysburg Shops, and Norfolk Southern only operates them.
Norfolk Southern pays to PRR a fair market rental for the PRR lines and facilities it uses,
including shops. The portion of this rental payment reasonably allocable to the
Hollidaysburg Shops is over $500,000. I did not include that expense in Exhibit 1. The

bottom line in Exhibit 1 is $6,824,211 in losses for calendar year 2000.



With only a few exceptions, Exhibit 1 is fairly s¢lf-explanatory. The first section
sets forth revenues from insourcing saleé together with the cost (labor, material and other
expenses) required to produce these revenues.

The second section sets forth the labor costs for employees at the shops. (I note
that this does not include all the wageé for work associated with the shops — such as the
wages and fringes for the Director Insourcing, David Veron, and those working for him.)
In this section are two line items that should be noted: 1) “Capital programs” and 2)
“Insourcing projects”. These two items are costs that produce a directly associated
“revenue.”’ As a result, they are also counted as revenues under “Billable, Insourcing
and Capital Program Work in Process Credits.”

The next section sets forth the costs for mateﬁals used at the shops. Some of the
material reflected in this section was used during year 2000 to produce components and
other items that are in turn returned to inventory. Therefore, the value of that produced
imkentory (in labor, material and other expenses required to produce this inventory) is
also included as revenue under “Inventory Credit.”

The next section sets forth the costs for other expenses directly associated with
the Shops. The “other expenses” directly associated with insourcing projects is added
back in under “Insourcing Work in Process Credits,” because eventually that will be

recouped from others.

! The costs set forth in “Capital programs” will result in a corresponding increase in the value of the

capital items produced. The costs set forth in “Insourcing projects” are costs for insourcing projects in
process that will eventually be recouped from others.



In the line entitled “Work performed on NS fleet”, I add back in the value of the
work done at the Hollidaysburg Shops on the Norfolk Southern fleet. I understand that
Hollidaysburg Shops employees spent 130,860.87 hours working on the Norfolk
Southern fleet during year 2000. This produced a “value” of $9,106,617, using the AAR
billing rate (I am told that for 2000 the rate was $69.59 per hour). I used the AAR billing
rate in order to be conservative. This is higher than the per-hour rates that Norfolk
Southern negotiated for all of the year 2000 insourcing contracts reflected in the Exhibit.

This means that the work performed on the Norfolk Southern fleet cost
$9,477,980 more to produce than the value received, when one assigns to that Norfolk
Southern fleet work all of the costs of the shops not allocated to the insourcing effort.
The insourcing work contributed $2,653,769 to the bbttom line. In sum, netting out all of
the costs and all of the revenues, Norfolk Southern lost $6,824,211 during year 2000 by

operating the Hollidaysburg shops, despite the substantial insourcing efforts.



VERIFICATION
1, Robert H. Belvin, verify undcr penalty of perjury that 1 sm Manager — Budgst
Planning and Operations, that 1 have read the foregoing documcnt and know 113 contents,

and that the same is true and correct to the best of my knowledge and belief.

Executed on April ﬂ , 2001.

.

Blirn~—

Robert H. Belvig




Hollidaysburg
Year 2000

insourcing Sales
Insourcing Cost of Goods Sold
Insourcing Contribution

Labor:

Car expense programs

Billable (including fringe allocation}

Shop expense

Shop machinery repair

Freight car repairs

Inventory production

Capital programs (including fringe allocation)

Insourcing projects (including fringe allocation)

Ali other iabor

Fringe allocation (excl. Capital, Insourcing & Billable)
Subtotal

Billable, insourcing and Capital Program Work in Process Credits
Total Expense Labor

Material:

Car expense programs

Biliable

Shop expense

Shop machinery repair

Freight car repairs

Inventory production

Capital programs (1)

Insourcing projects

All other material
Subtotal

Insourcing Work in Process Credits
Inventory credit
Total Expense Material

Other Expenses:
Insourcing projects
Freight car repair
Shop expense
Shop machinery repair
All other expenses
Subtotal
Insourcing Work in Process Credits
Total Expense Other

Overhead expenses allocated to Insourcing Cost of Goods Sold
Work performed on NS fleet (2)

Total Pre-tax income (Expense)

(1) Capitai material is not captured by shop location

(2) Vaiued at AAR billing rates for the year 2000

$

$

10,267,266
(7,613,497)
2,653,769

(236,779)
(3.595)
(3.431,020)
{1,182,905)
(2,474,963)
(661,818)
(1,890,163)
(4,144 472)
(3,321,660)
(6,785,339)

(24,132,714)

6,038,230

(18,094,484)

(479,326)
(198,055)
(408,094)
(1,786,802)
(3.747,816)
(6.463,595)
(726,310)

(13,809,998)

6,463,595
6,400,104

(846,299)

(95,514)

(21)
(80,242)
(12,278)

(1,334,753)

(1,522,808)
95,514

(1,427,294)

1,883,480

9,106,617

(6,824,211)
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EXHIBIT 4

Philadelphia Inquirer Article, June 21, 2001 regarding
$240 million shipbuilding contract for Kvaerner Shipping
Co.’s Philadelphia Shipyard.
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"Now companies can see that the shipyard is here to stay,” Ridge
said in an interview after the ceremony.

Suppliers and subcontractors are expected to create the lion's share
of the jobs generated by the shipyard, which was launched in 1997
with $400 million in public construction and worker-training funds.

The yard now employs 725 workers, and is building up to 1,000 by
next spring. But Ridge said its overall impact, when fully
operational, would be 7,000 to 8,000 jobs.

With its modern European technology and manufacturing processes,
the yard "blends the new economy with the traditional economy,”
Ridge said.

The agreement signed yesterday allows Keystone to firm up the
necessary Joan guarantees for 87.5 percent of the ships' cost from the
U.S. Maritime Administration, a unit of the Department of
Transportation. Kurz said the ships would require no other direct
government grants or subsidics.

The financial package could include a small investment from a
public economic development fund, which would be paid back by
rcvenues eamed by the ships.

McAlear and Kurz declined to reveal financial detaiis of the
agreement, calling it proprietary business infonmatjon. Both would
say only that it was good for both Kvaerner and Keystone.

The shipyard's 50-person engincering and design staff will soon
begin work on the Keystone tankers, and the first vessel could be
under construction next spring.

Ridge presided at a keel-laying ceremony yesterday for the first ship
built by the new yard. That container cargo vessel, the first ship
being built in the city since 1972, is scheduled to go to sea trials in
the fall of next year.

That ship is being built under the 1997 agreement as a training
program to acquaint American workers with Kvaemer's European
technology. The agrcement requires Kvaerner ASA, the Anglo-
Norwegian conglomerate that operates the yard, to buy the first two
ships if they remain unsold when finished.

Keystone, which was founded morc than 70 years ago by Kurz's
grandfather, operates 26 American-flagged vessels. Most are
tankers, but some are so-called "ro-ro ships,” meaning the

caﬂl:go such as trucks and vehicles that can be rolled on and rolled
off.

Kurz said the new 46,000-decad-weight-ton tankers would have
double hulls, and replace single-hull ships that do not comply with
the Oil Poliution Act of 1990, which Congress cnacted afier the
Exxon Valdcz 03l spill disaster in Alaska.

Keystone has operations on both coasts and in the Gulf of Mexico. 1t
employs about 90 people shore-side plus an additjonal 50 people for
each of its 26 ships, Kurz said.

The company once bought ships from the now-closed Sun
Shipbuilding & Dry Dock Co. in Chester, "It is great to have a

http://ing.philly.com/content/inquirer/2001/06/2 1 /front_page/SHIPYARD?Z21.htm 6/22/01
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viable shipyard in this area again," Kurz said.

Shortly before the Keystone deal was signed, the yard gained
another boost to its credibility: It received its Internationa! Standards
Organization 9001 certificate, which is critical to doing business
globally.

Hugh Hutton of Houston, lead assessor for Lloyd's Register Quality
Assurance Inc., headed the team that audited the yard's procedures,
and recommended that it become the first U.S. shipyard certified
under the latest ISO standards.

“"We looked at the quality assurance policies, the organization, the
lines of authority and responsibility . . . at everything related to
assuring quality and making sure the ships built there are going to
float right side up,” Hutton said in an interview.

The Keystone dea] had been the subject of intense negotiations for

wecks. The talks stalled for a time, but were revived by Manuel N.

Stamatakis, chairman of the Delaware River Port Authority and the
governor's lead negotiator on shipyard matters.

Both sides thought they had a deal late Tuesday night. But officials
in the London headquarters of the yard's parent corporation,
Kvaemer ASA, objected to some provisions, which neither side
would disclose.

Negotiations resumed early yesterday moming.

Stamnatakis, McAlear and Kurz huddled in McAlear's office in a
temporary building at the shipyard. Baard Bale, 2 London-based
Kvaerner lawyer and executive, was in the nearby office of Brian
Smith, thc yard's vice president for sales development, talking on the
phone to London,

Smith shuttied back and forth between the two conversations.

It appeared for a time that the deal - which the governor so badly
wanted to announce at the keel-laying ceremony - had stalled again.

Then, minutes before everyone was to depart for the ceremony,
where the governor and a crowd were waiting, Smith emerged from
McAlcar's office - smiling and holding up a pen.

Smith's wife, Ann, there to join him at the ceremony, explained that
she gave him that pen last Christmas, soon after he took the job here,
“to use for signing the yard's first ship order.”

Henry J. Holcomb's e-mail address is hhoicomb@phillynews.com.

htip://ing.philly.com/content/inquirer/2001/06/21/froni_page/SHIPYARD2 ) .htm 6/22/01






EXHIBIT 5

CSX/NS-69, “Applicants’ Responses To Allied Rail
Unions’” Second Set Of Interrogatories To Applicants
(ARU-11),” pp. 1, 5-6, 12, 18-19.



CSX/NS-69

BEFORE THE
SURFACE TRANSPORTATION BOARD

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

—~CONTROL AND OPERATING LEASES/AGREEMENTS—

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

STB FINANCE DOCKET NO. 33388

APPLICANTS’ RESPONSES TO
ALLIED RAIL UNIONS’
SECOND SET OF INTERROGATORIES
TO APPLICANTS (ARU-11)

Applicants” hereby respond to the second set of discovery requests to
Applicants served by the Allied Rail Unions ("ARU" or "Reguester”).
GENERAL RESPONSES
The following general responses are made with respect to all of the requests
and interrogatories.
1. Applicants will conduct a reasonable search for documents responsive to the

requester’s documents requests. Except as objections are noted herein,? all responsive

v "Applicants” refers collectively to CSX Corporation and CSX Transportation
(collectively "CSX"), Norfolk Southern Corporation and Norfolk Southern Railway Company
(collectively "NS*), and Consolidated Rail Corporation and Conrail Inc. (collectively
"Conrail”). -

y Thus, any responses that state that responsive documents are being produced is
subject to the General Objections, so that, for example, any documents subject to attorney-



INTERROGATORIES

Interrogatory No, 142
Identify any planned change as to the craft of the employees who, after consummation

of the acquisition of control of Conrail by CSX and NS, will perform the work previously
performed by TWU-represented carmen whose jobs will be abolished.

142. Appiicznts object to this interrogatory as vague and ambiguous. Without
waiving that objection, and subject to the General Objections stated above, Applicants
respond as follows:

Applicants note that this interrogatory appears to be based on a misconception that the .
work of abolished positions is somehow assigned to other employees. If the transaction is
approved and consummated, there will be changes in the nature of the work to be done on
the combined system. In addition, approval of the transaction will allow work to be
performed more efficiently, with attendant impacts on the number and locations of jobs.

To the extent any work of the abolished positions remains, it will be performed by
appropriate NS, CSX, or Conrzil crafts pursuant to the terms of the applicable collective
bargaining agreement. However, at this time, Applicants are unable to identify the specific
positions to which the work will be assigned.

Interr No. 14

Once CSX discontinues its practice of sending 333 cars per year to the Hollidaysburg
shop, what do the Applicants anticipate will be the effect upon TWU-represented carmen at
the Hollidaysburg shop?

143.  Subject to the General Objections stated above, Applicants respond as

follows: -



The effect on carmen who will be working under the NS agreements as specified in
Volume 3B, Appendix A is not known because it is not known when CSX will discontinue
sending 333 cars to Hollidaysburg. Presently, it is anticipated that it will be after three
years. Accordingly, NS cannot speculate on the volume _of work that will exist if and when
CSX discontinues sending these cars to Hollidaysburg. Furthermore, NS cannot speculate on
the impact of insoﬁrcing or the rate of attrition. See Application, Volume 8C, p. 801-802.

Interrogatory No, 144

Explam the nature of the duties, if any, that Applicants plan for carmen in the SAA's,
thc number of TWU-represented carmen planned to be assigned to each SAA, the planned
locations for their assignments, and the collective bargaining agreements that Applicants
believe will be applicable to those employees.

144. Subject to the General Objections stated above, Applicants respond as follows:

Studies were not performed at a level of detail that would distinguish between carmen
represented by ARU participants and carmen represented by other organizations. The duties
of these employees in the SAA will be consistent with the applicable schedule agreement,
recognizing that the Application has delineated changes that will be necessary since certain
types of work will be outside the capability of SAA forces after the acquisiion. The Conrail
agreement will continue to apply to the SAA except as detailed in the Application. The exact

locations for the assignments within the SAA’s remains to be determined. Currently, the

number of positions and planned locations for carmen in the SAA’s are as follows:

Dearborn, MI 1
Detroit, MI (Jefferson Dk) 10
Detroit, MI (Livernois Yd) 4
Detroit, MI (North Yd) 22
Detroit, MI (Sterling Yd) 20
Detroit, Ml - River Rouge 12 -
Camden, NJ 15



As to ARU Interrogatory Nos. 4 and 5: Applicants raised initial objections, which
ARU did not contest before ALJ Leventhal.

See responses to ARU Interrogatory Nos. 7, 8, 9, 12(c) and 15. As to Interrogatory
No. 14, the breakdown of abolishments by carrier is as fc?ﬂows: Conrail - 5§9; CSX - 0; NS
- 148. Applicants anticipate two NS carmen positions will be transferred. These figures

include both TCU and TWU represented carmen, inasmuch as the studies did not distinguish

between organizations.

Interrogatory No. 151

Identify all project shops on the present Conrail system which will be closed or
consolidated with another shop as a result of the Transaction. If the work will be
consolidated, identify the location of the consolidated shop.

151. Subject to the General Objections stated above, Applicants respond as follows:

For NS: See the Application, including Applicants’ 1996/1997 Labor Impact
Exhibit; Volume 3B (p. 326); and the response to ARU Interrogatory No. 127.

For CSX: See response to TCU Interrogatory No. 4(a).

Interrogatory No, 152

CSX states that car inspection activities may be consolidated at Philadelphia, Toledo,
East St. Louis, Indianapolis and Danville (Vol. 3A, p.303).

a. Identify which of these locations will continue car inspection activities after the
Transaction, any expansion anticipated at those locations, and which locations
will no longer provide car inspection activities after the Transaction.

b. Specify the effect of the consolidations upon any ARU crafts, identifying by
craft and incumbent any positions that will be transferred or abolished.

c. Identify any Transaction-related public transportation benefit that CSX bchcves
will inure to the public as a result of consolidating the facilities.
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Dated: September 4, 1997

Timothy T. O’Toole
Constance L. Abrams
Consolidated Rail Corporation
Two Commerce Square

2001 Market Street
Philadelphia, PA 19103
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EXHIBIT 6

CSX/NS-44, “Applicants’ Responses To Allied Rail
Unions’ First Set Of Interrogatories To Applicants
(ARU-7),” pp. 1, 11-12, 78, 80-81, 86-87.



- CSX/NS«4

BEFORE THE
SURFACE TRANSPORTATION BOARD

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

--CONTROL AND OPERATING LEASES/AGREEMENTS—

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

STB FINANCE DOCKET NO. 33388

APPLICANTS’ RESPONSES TO
ALLIED RAIL UNIONS’
FIRST SET OF INTERROGATORIES
TO APPLICANTS (ARU-7)

Applicants'’ hereby respond to the first set of discovery requests to Applicants
served by the Allied Rail Unions ("ARU" or "Requester”).
GENERAL RESPONSES
The following general responses are made with respect to all of the requests
and interrogatories.
1. Applicants will conduct a reasonable search for documents responsive to the

requester's documents requests. Except as objections are noted herein,? all responsive

v "Applicants” refers to CSX Corporation and CSX Transportation (collectively
"CSX"). Norfolk Southern Corporation and Norfolk Southern Railway Company (collectively
"NS7). and Consolidated Rail Corporation and Conrail Inc. (coliectively "Conrail”).

i

: Thus, any responses that state that responsive documents are being produced is
subject to the General Objections, so that, for example, any documents subject to attorney-
client privilege or the work product doctrine are not being produced.



Conrail agreements. the application of the NS and CSX agreements will, of course, not affect
the rates of pay, rules, or working conditions which applied under the Conrail agreements.
Applicants have not analyzed the manner and extent to which each rate of pay, rule or
working condition in th'e.Conrail agreements applicable to each craft or class of employees
represented by the ARU unions may be affected by applying CSX's agreements.
Furthermore, Applicants object to Interrogatory 8(a) in light of the fact that ARU already
possesses the information sought in the interrogatory and it wpuld be no more burdensome
'for the ARU to obtain the information from their own files than it would be for the
Applicants to assemble the information.
8(b). Applicants intend to use the procedures in 49 U.S.C. § 11326 and the New
York Dock conditions for the negotiation or arbitration of implementing agreements.
Interrogatorv No. 9

Identify all plans of the Applicants to contract out work which is currently being
performed by ARU-represented employees of any Applicant raiiroad.

See objections set forth in CSX/NS-38.

Interrogatorv No. 10

State whether the Applicants consider themselves bound by the Operating Plans
discussed in Volume 3A and 3B of the Application if the STB approves the Application. If
they do not consider themselves to be so bound, explain the extent to which Applicants
believe that they will be free to deviate from the proposed Operating Plan, and whether they
contend that Section 11321(a) will be applicable to actions taken which are not disclosed in
the proposed Operating Plan.

Subject to the General Objections stated above, Applicants respond as follows:
The Operating Plans are best projections which are not binding on the Applicants.

Those Plans represent their best efforts to project, on the information available, how their

11



allocated share of Conrail and the Shared Assets Areas will be operated post-STB approval of

the control and related applications. These Plans. however. cannot anticipate all of the
changes that may be necessary to operate Conrail’s assets in an efficient manner. In
addition, as Applicants 'a;:mally implement their Operating Plans, new and different ways of
operation will become apparent. Applicants will also have to adjust their plans to the
expectations and needs of shippers. Applicants will have to take into account changes in
shipper demands for their services which may occur between the time of the filing of the
-application and when STB approval is obtained. Finally, some changes to implement
efficiencies from combined operations may not become apparent until after CSX and NS have
been operating their allocated share of Conrail assets for some time.

Section 11321(a) will be applicable to actions authorized by the STB'’s control
authorization, which were not stated in the Operating Plans. The ICC and STB have never
required that all changes be described in control applications or operating plans. The ICC
has recognized that not all transactions authorized by control approvals are foreseeable at the

time the Application was filed. Thus, the ICC, and now the STB, have broadly defined

"transaction” for purposes of the New York Dock conditions to include coordinations which

relate to or flow from control authorizations, even if the particular transaction was not
described in the Application.

Interrogatory No. 11

Identify all changes on an annual basis in real wages, numbers of employees by crafts
or classes identified in the Labor Impact Exhibit and fuels costs experienced by the
Applicants since 1980.

See objections set forth in CSX/NS-38.
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Interrogatorv No. 126

Identify any locomotive or car repair shops or facilities on the present CSX system
that CSX anticipates will be closed either as a result of this Transaction or of increasing its
work force at Huntington, and explain the basis for closing the facility.-

Subject to the General Objections stated above, CSX responds as follows:

None are contemplated ai this time.

Interrogatorv No. 127

: Identify any locomotive or car repair shops or facilities, other than the Pegram. Ft.
Wayne, and Enola shops, on the present NS system that NS anticipates will be closed as a
result of this Transaction and explain the basis for closing the facility.

Subject to the General Objections stated above, NS responds as follows:

Applicants have not determined whether any other locomotive or car shops or
facilities, other than the ones specified in the Operating Plan, will be closed.
Interrogatorv No. 128

In connection with NS” assertion (Vol. 3B p. 322) that it will contract out air brake
work:

a. Explain the basis for contracting out air brake work.

b. State whether NS believes that it would impede or interfere with the
Transaction if the approval of the Transaction were conditioned on the
requirement that no contractors may be utilized for boilermaker, electrical,
laborer, or sheet metal work unless all NS and Conrail employees who are
members of the respective craft are working on the NS system or for PRR. If
the answer is yes, explain the basis for that belief.

Subject to the General Objections stated above, NS responds as follows:

a. The current practice on NS is for the testing and cleaning of air brake valves

to be performed at Chantanooga and by contractors. On Conrail, the testing and cleaning is

performed at Altoona. NS also purchases rebuilt air brake equipment. The Operating Plan
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Interrogatorv No. 131

With respect to NS’ plans to close a system wheelshop (Vol. 3B p. 63):

a.

b.

Identify which wheelshop NS believes 1s more likely to be closed.

Explain why NS believes a wheelshop must be closed.

Identify the impact that closing a wheelshop will have upon boilermakers,
electricians, laborers, or sheet metal workers, identifying the incumbent of any

position that will be abolished or transferred.

Identify any Transaction-related transportation benefits that NS believes will
inure to the public as a result of closing a wheelshop.

State whether NS believes that such action is necessary to the Transaction and’
state the basis for that belief.

Subject to the General Objections stated above, NS responds as follows:

a.

b.

No determination has been made.

The elimination of redundant facilities, excess inventory and the improved

utilization of manpower lead to a more efficient transportation system.

C.

This information cannot be provided prior to the determination of which shop

1s to be closed .

d.

€.

See response to Interrogatory No. 131(b).

See response to Interrogatory No. 131(b) and (d).

Interrogatory No. 132

Once CSX discontinues it practice of sending 333 cars to the Hollidaysburg shop,
what do the Applicants anticipate will be the effect upon employees who are boilermakers,
laborers, electrical workers, and sheet metal workers at the Hollidaysburg shop?

Subject to the General Objections stated above, NS responds as follows:
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It is not now known when CSX will discontinue sending 333 cars to Hollidaysburg.
Presently it is anticipated that it will be after three years. Accordingly, NS cannot speculate
on the volume of work that will exist if and when CSX discontinues sending these cars to
Hollidaysburg. See Volume 8C. p. 801-802.

Interrogatory No. 134

Explain the nature of the duties, if any, that Applicants plan for boilermakers,
electricians, laborers, and sheet metal workers in the SAA’s, the number of employees in
each of those crafts planned to be assigned to each SAA and the planned locations for their

-assignments, and the collective bargaining agreements that Applicants believe will be
applicable to those employees. -

Subject to the General Objections stated above, Applicants respond as follows:

The duties of these employees in the SAA will be consistent with the applicable
schedule agreement, recognizing that the Application has delineated changes that will be
necessary since certain types of work will be outside the capability of SAA forces after the
acquisition. The Conrail agreement will continue to apply to the SAA except as detailed in

the Application. The exact locations for the assignments within the SAA’s remains to be

determined. However, currently it is anticipated that the assignments will be as follows:

State: City (Yard) JT Needs
Boilermakers New Jersey Camden 1
Electricians Michigan - Dearborn 1
Electricians Michigan Detroit 1
Electricians Michigan Detroit (Livernois YD) 5
Electricians Michigan Detroit (North YD) 1
Electricians Michigan Detroit (Sterling YD) 1
Electricians Michigan Detroit-River Rouge 3
Electricians New Jersey Camden 4
Electricians New Jersey Elizabeth 3
Electricians New Jersey Elizabethport 5
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EXHIBIT 7

CSX/NS-84, “Applicants’ Responses To Allied Rail
Unions’ Third Set Of Interrogatories To Applicants
(ARU-16),” pp. 1, 17, 31-32.



CSX/NS-84

BEFORE THE
SURFACE TRANSPORTATION BOARD

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

~CONTROL AND OPERATING LEASES/AGREEMENTS—

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

STB FINANCE DOCKET NO. 33388

APPLICANTS’ RESPONSES TO
ALLIED RAIL UNIONS’
THIRD SET OF INTERROGATORIES
TO APPLICANTS (ARU-16)

Applicants! hereby respond to the third set of discovery requests to
Applicants served by the Allied Rail Unions ("ARU" or "Requester”).
NERAL PON
The following general responses are made with respect to all of the requests
and interrogatories.
1. Applicants will conduct a reasonable search for documents responsive to the

requester’s document requests. Except as objections are noted herein,? all responsive

v "Applicants” refers collectively to CSX Corporation and CSX Transportation
(collectively "CSX"), Norfolk Southemn Corporation and Norfolk Southern Railway Company
(collectively "NS"), and Consolidated Rail Corporation and Conrail Inc. (collectively
"Conrail").

¥ Thus, any responses that state that responsive documents are being produced is
subject to the General Objections, so that, for example, any documents subject to attorney-

Kr:



179. Without waiving any objection, and subject to the General Objections stated

above, NS responds as follows:

The Employee Impact Statement does not reflect any disposition of positions resulting
from the coordination of wheel shop activities. NS cannot anticipate the impact of such a
coordination on employees of any particular wheel shop. The affected positions may be

transferred in whole or part to another facility, abolished in whole or part, or retained in
whole or part to perform other work.

Imerrogatory No, 180

NS has stated that it has not yet determined whether it will close any locomotive or
car repair shops or facilities on the present NS or combined NS/Conrail other than those

identified in its operating pian.

a. When does NS expect to make that determination?

b. In the absence of such a determination, why should the STB be expected to
rely on the labor impact statement as an accurate representation of the effect
that this Transaction will have on shop craft employees?

180. Without waiving any objection, and subject to the General Objections stated

above, NS responds as follows:

a. After NS acquires its portion of Conrail, business conditions, revenue and
traffic growth, efficiency of operations and similar factors will be evaluated to determine
future needs for car and locomotive shops. No timetable has been set for this determination.

b. See response to Interrogatory No. 10.

Interrogatory No, 181

Explain in detail how the public benefits from NS and CSX having a more efficient
business operation.
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Dated: September 29, 1997

Timothy T. O’Toole
Constance L. Abrams
Consolidated Rail Corporation
Two Commerce Square

2001 Market Street
Philadelphia, PA 19103

(215) 209-4000

Paul A. Cu
dP. Norton
Harkins Cunningham
1300 Nineteenth Street, N.W.
Suite 600
Washington, D.C. 20036

(202) 973-7600
Counsel for Conrail Inc, and
lidated Rai rarion

32






EXHIBIT 8

Transcript of the Deposition of Robert Spenski and
Kenneth Peifer, September 2, 1997,
pp. 1-7, 80-81, 85-86.
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BEFORE THE
SURFACE. TRANSPORTATION BOARD .
Finance Docket No. 33388
CSX CORPORATION AND CSX TRANSPORTATION, INC.
NORFOLK SOUTHERN CORPORATION AND
NORFOiK SOUTHERN RAILWAY COMPANY
- - CONTROL.AND OPERATING LEASES/AGREEMENTS --
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION
RAILROAD CONTROL APPLICATION
HIGHLY CONFIDENTIAL
Washington, D.C.
Tuesday, September 2, 1997
Deposition of ROBERT SPENSKI and
KENNETH PEIFER, witnesses herein, called for
examination by counsel for the Parties in the
above-entitled matter, pursuant to agreement, the
witness being duly sworn by MARY GRACE
CASTLEBERRY, a Notary Public in and for the
District of Cclumbia,.taken at the offices of
Arnold & Porter, 555 Twelfth Street, N.W.,
Washington, D.C., 20004-1202, at 1:10 p.m.,
Tuesday, September 2, 1997, and the proceedings
being taken down by Stenotype by MARY GRACE
CASTLEBERRY, RPR, and transcribed under her

direction.

ALDERSON REPORTING COMPANY, INC.
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APPEARANCES:

On behalf of Norfolk Southern Corporaéion
and Norfolk Southern Railway Company:
RICHARD A. ALLEN, ESQ.
Zuckert, Scoutt & Rasenberger, L.L.P.

888 Seventeenth Street, N.W.
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Washington, D.C. 20006-395¢%

(202) 298-8660

and
JEFFREY S. BERLIN, ESQ.
Sidley & Austin
1722 Eye Street, N.W.
Washington, D.C. 20006
(202) 736-8178

and
ROGER A. PETERSON, ESQ.

MARK D. PERREAULT, ESQ.

Norfolk Southern Corporation

Three Commercial Place

Norfolk, Virginia 23510-2191

(757) 629-2657

ALDERSON REPORTING COMPANY, INC.
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APPEARANCES (Continued):

On behalf df CSX Corporation and CSX

Transportation, Inc.:
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JEFFREY A. BURT, ESQ.
JODI DAVIS, ESQ.
Arnold & Porter
555 Twelfth Street, N.W.
Washington, D.C. 20004-1202
(202) 942-5035
and

RONALD M. JOHNSON, ESQ.
Akin, Gump, Strauss, Hauer & Feld
1333 New Hampshire Avenue,VN.W.
Suite 400
Washington, D.C. 20036
(202) 887-4114

and
JAMES D. TOMOLA, ESQ.
NICHOLAS S. YOVANOVIC, ESQ.
CSX Transportation, Inc.
500 Water Street, J150
Jacksonville, Florida 32202

(904) 359-1191
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APPEARANCES: (Continued)

On behalf of The Chemical Manufacturers
Association, The Commonwealth of
Pennsylvania, Governor Thomas J. Ridge, and
The Pennsylvania Department of
Transportation:

SCOTT NASON STONE, ESQ.

Patton Boggs, L.L.P.

2550 M Street, N.W.

Washington, D.C. 20037

(202) 457-6335

On behalf of the International Association
of Machinists and United Railway Supervisors
Association:

DEBRA L. WILLEN, ESQ.

PATRICK PLUMMER, ESQ.

Guerrieri, Edmond & Clayman, P.C.

1331 F Street, N.W.

Washington, D.C. 20004

(202) 624-7400

ALDERSON REPORTING COMPANY, INC.
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APPEARANCES (Continued) :

On behalf of the International Brotherhood
of Locomotive Engineers:
RICHARD S. EDELMAN, ESQ.
Suite 210 |
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

(202) 296-8500

On behalf of the Transportation
Communications Union:
MITCHELL KRAUS, ESQ.
Transportation Communications Union
3 Research Place
Rockville, Maryland 20854

{301) 948-4°10
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APPEARANCES (Continued) :

On behalf of the United Transportation

Union:

ALSO

DANIEL ELLIOTT, ESQ.
CHRISTOPHER TULLY, ESQ.
United Transportation Union
14600 Detroit Avenue
Cleveland, Ohio 44107

(210) 228-9400

PRESENT:

JOHN F. MURPHY

GAIL PAYNE

Federal Railroad Administration

U.S. Department of Transportation

DARWIN B. KUBASIEWICZ

Transportation Communications Union

EDWARD W. RODZWICZ

ROBERT W. GODWIN
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C ONTENTS

THE WITNESS

ROBERT SPENSKI

KENNETH

By Mr.

By Mr.

By Ms.

PEIFER

Kraus

Elliott

Willen

EXAMINATION BY COUNS?L FOR
TRANSPORTATION COMMUNICATIONS
UNIOCN
11
UNITED TRANSPORTATION UNION
112
INTERNATIONAL ASSOCIATION OF
MACHINISTS AND UNITED RAILWAY
SUPERVISORS ASSOCIATION

128
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A. (By Mr. Spenski) Yes.
Q. Where is the work of the 59 carmen
positions in Conrail -- what 1is going to happen

to it, if you know?

A. (By Mr. Spenski) Much of it will be

consolidated into other areas, into the shops in

Hollidaysburg.

Q. Are there other currently existing
Conrail shops that are going to be affected by
consolidations into Hollidaysburg?

A. (By Mr. Spenski) I don’t recall.

Q. So you don’t know whether any work is
being transferred from other Conrail facilities
to Hollidaysburg?

A. (By Mr. Spenski) I don’t recall if any.

Q. Mr. Peifer and I discussed that there
is going to be é transition beriod when 333,
approximately, cars for CSX are going to be
repaired at Hollidaysburg and you’'re aware of
that, correct?

A. (By Mr. Spenski) Yes.

Q. Is it anticipated .at the end of that
transition period, that is, when the work --
these 330 cars are being repaired at Raceland, 1is
there an anticipation that there will be job

ALDERSON REPORTING COMPANY, INC.

(202)289-2260 (800) FOR DEPO
1111 14th ST., NW., 4th FLOOR / WASHINGTON, D.C., 20005
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abolishments at Hollidaysburg as a result of that
transfer work among carmen? I'm now specifically
asking about carmen.

A. (By Mr. Spenski) It’s hard to tell
right now whether we’ll be -- we’ll have to wait
and see what happens but it’'s our anticipation
that through attrition and hopefully insourcing
from other companies, we might be able to offset.

Q. And similarly, would the same answer
hold for the transfer of certain locomotive
repairs from the Juniata facility, either 65
locomotives in a three-year transitioﬁal period?

A. (By Mr. Spenski) Yes.

0. Is it anticipated that any carmen will
be transferring from Hollidaysburg or Juniata to
the CSX facilities where this work is going to be

transferred at the end of the transitional

period?
A. (By Mr. Spenski) I do not know that.
Q. Mr. Peifer, I may have asked you. I'm
sorry to go back and forth. I'll try to avoid
it. Is there any anticipation at the end of the

transitional period whether any employees will be

transferred from Hollidaysburg to Raceland or

from Juniata to Waycross or Huntington?

ALDERSON REPORTING COMPANY, INC.
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I'm not sure I understand, how would the existing
Conrail agreement prohibit the training at the
McDonough, if I’'m pronouncing it correctly,
Georgia facility?

A. (By Mr. Spenski) They don’t provide

that the training would be done at an off
location like McDonough. The Conrail agreements

do not provide that.

Q. Do they prohibit that kind of training?
A. (By Mr. Spenski) I don’t recall.
Q. And again, that would be something that

the parties presumably could correct through
negotiations and agreement, correct?

A. (By Mr. Spenski) Hopefully more
successfully than we’'ve been able to negotiate
assistant agreements, which we have not been able
to do for 10 years.

Q. Point C talks about efficient equipment
repair. I'm wondering if you could give me some
examples of what is intended, what those problems
are in point C.

A. (By Mr. Spenski) I think you’ll find
one as a classic example where you may have two
or more facilities doing the same kind of work
and you coordinate the work in one facility so

ALDERSON REPORTING COMPANY, INC.
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that you don’'t have three facilities, for
example, each working first shift with triple
equipment and physical plant and you coordinate
into one facility where you have, like we do at
Roanoke, where you can use two shifts or three
shifts and use the same equipment.

Q. Is it the intent of Norfolk Southern to
coordinate carmen work, that is, is work being
transferred between Conrail facilities and
Norfolk Southern facilities?

A. (By Mr. Spenski) It’s the intention for
us, Conrail work or otherwise, that if we can
coordinate work more efficiently, we certainly
want to do that.

Q. Are there plans currently to make
transfers of work between the Conrail facilities
and Norfolk Southern facilities?

A. (By Mr. Spenski) You’ll f£ind, for
example, there is certain carmen work going up to

Hollidaysburg.

Q. From Norfolk Southern?
A. (By Mr. Spenski) Right.
Q. And that’s currently a Conrail

facility, correct?
A. (By Mr. Spenski) Hollidaysburg is, yes.

ALDERSON REPORTING COMPANY, INC.

(202)289-2260 (800) FOR DEPO
1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C., 20005






EXHIBIT 9

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the Brotherhood Railway Carmen
Division-TCU and Transport Workers Union of America
(dated October 16, 1998),
pp. 1-6, 15.



IMPLEMENTING AGREEMENT
BETWEEN

CSX TRANSPORTATION, INC.
and its Railrocad Subsidiaries

and

NORFOLK SOUTHERN RAILWAY COMPANY
and its Railrocad Subsidiaries

. and

CONSOLIDATED RAIL CORPORATION
and

their Employees Represented by
/BROTHERHOOD RAILWAY CARMEN DIVISION - TCU
and

TRANSPORT WORKERS UNION OF AMERICA

WHEREAS, Norfolk Southern Corporation (“™NS”), Norfolk Southern
Railway Company and its railroad subsidiaries (“NSR”); and CSX Corporation
("CSX”) and CSX Transpeortation, Inc. and its railroad subsidiaries
("“CSXT”) ;—and -Conrail, Inc. (“CRR”)--and--Consolidated Rail Corporation
(“CRC”) have filed an applicgtion with the Surface Transportation Board
("STB”) in Finance Docket No. 33388 seeking approval of acquisition of
control by NS and CSX of CRR and CRC, and for the division of the use and

operation of CRC’s assets by NSR and CSXT (the “transaction”);



WHEREAS, in its decisicn served July 23, 1898 in the proceedin

capticned Finance cdocket No. 33388, £SX Corporation z2nd CSX Teamcportaticn,

balad

o Norfelk Sovthern Cowmerarion and Norfaik Soprhern Railway Commany =

Conmtrel 2and Cperatine Teacsec/2greamante - Comeail Toe and Consolidated

47 Y~ - <

, and related proceedings, the STE has Imposed the employee

protective conditions set fcrth in New York Dock Ry, - Contrcl - Brcooklyn

Fastern Distxict, 360 I.C.C. €0 (1879) (“New York Dock conditions”) (ccpy

attached) on all aspects of the Primary Application:; NorfolX and Western

Railway Company - Trackage Rizhte — Burline+ron Northkern, Tne., 354 I.C.C.
653 (1980), on related authorization of trackage rights; Qregon Short Lipe
i1y - 2 nt - Goshen, 360 I.C.C. 91 (1%87%8), on related

abandonment authorizaticons: and Mendocino Coast Railway, Tne,, = Tease and
Qperate - California Western Railway, 360 I.C.C. 653 (1980), con the related

authorization of the cperaticns by CSXT or NSR of track leases with other

rail carriers to which CRC is a party:

WHEREAS, the parties signatory hereto desire to reach an implementing
agreement in satisfaction cf Article I, Section 4 of the New VYork Dock
cenditions and cther afcrementioned labor protective conditions or any
other protective conditicns that have been imposed by the STB in this

proceeding to the extent such ccnditicns may ke

arrlicable to the

transaction and related authorizations:

NOW, THEREFORE, IT IS AGREED: '



ARTICLD T
Qg;'—‘ ~m 9

Upeon seven (7) days’ advance written notice by CSXT, NSR and CRC

posted con apprcpriate bulletin boards, with copies to the Organization

representatives signatcry herete, after the effective date of the STB's

order approving the contrcl transacticn, CSXT, NSR and CRC may conly effect

the following ccordinations or rearrangements of forces:

(a) The allocated CRC loccmotives and cars which respectively are to be

operated by either CSXT or NSR and will be integrated into either
CSXT’'s or NSR’'s existing fleets of locomotives and freight cars and
the maintenance and repair work of the CSXT and NSR ccordinated and -

integrated fleets will be performed, respectively, at any CSXT or NSR

facility notwithstanding the prior railroad ownership of the

equipment.

(b) (1) At common locations on NSR, including those listed below, shop

craft seniority will be integrated in accordance with the terms

and provisions ocutlined in Article II and Side Letters attached

to this Acreement:

NSR/CRC Points
Buffalo, New York
Chicago, Illinois
Cincinnati, Ohio
Cleveland/Lorain, Ohio
Ceclumbus, Ohio

Fort Wayne, Indiana
Toledo, Ohio

(2)

For common locations con the territories of the-former Baltimore
and Ohio Railroad and Chesapeake and Chio Railway, shopcraft
senicrity will be integrated in accordance with the terms and
provisions in Artiﬁle II and Side Lletters attached to this

Agreement: Walbridge, Ohic (C&0); Cleveland, Ohio, E. St.



Louis, Illinois, Lima, Ohio and Indianapolis, Indiana (B&O).

{c) The following work may ke coocrdinated cor rearranged, in whele or in

part,

(1)

(3)
- (4)

(3)

(6)
(7)

(8)

(9)

(10)

(1)

(12)
(13)

(14)

{(d) The following work may be coordinated or rearranged, in whole or.in

part,
(1)
(2)

(3)

(2)

on NSR and allccated CRC properties operated by NSR:

EMD locomotive cverhaul and component rebuild from Roancke to
Juniata Loccmotive Works at Altoona

GE locomotive overhaul and component rebuild from Juniata
(Altocona) to Roancke Shop -~ Locomotives

Atlanta (Pegram Shop) locomotive truck overhaul to Altoona

Rebuilding of air brake equipment from Chattancoga to Altoona

Wreck repair for heavily damaged lccomotives from Reoancke Shop.
- Loccmotives te Altcocona

Painting of loccmotives from Chattanooga to Altoona

All EMD and GE turkocharger work £from Juniata (Altocna) to
Roancke Shop - Loccmotives

Machine tool operations and associated fabrication from Altoona
to Roanocke

92-day inspection of locomotives from Elkhart, Pavonia, and Oak
Island to Bellevue

82-day inspection of locomotives from Encla to Conway

Program car repair work from Macedonia, OH, Decatur, IL, and
Williamscn, WV to Hollidaysburg

Freight car part reclamation from Hollidaysburg to Roanoke
Wheel shop consclidation to site selected by NSR

QLf_cCe car wWOIK IICM ROENOKEe LO ALicons

on CSXT and allocated CRC properties operated by CSXT:

Heavy locomotive work from Selkirk, NY, to Huntington, WV

Heavy loccmotive work from Juniata Locomotive Works at Altoona,
PA, to Huntington, WV, and Waycross, GA.

Freight car work from Hollidaysburg, PA, to Raceland, XY and to - _—

4



any of CSXT's project shops.

{e) Because after the :transaction CRC will have no locometive heavy
repair or periodic maintenance capability, nor the ability to perform
substantial or prcgram work on cars, such service will be provided
by CSXT or NSR, in accorcance with their respective cecllective
bargaining agreements and/cr practices, or as directed by the
loccmotive or car owner. Only fueling, servicing and light and
running repairs. on loccmotives and cars will be provided by CRC
censistent with its collective bargaining agreement or practices,

when such work is performed in Shared Assets Areas.

Section 2

Future coordinations of work, services or operaticns, in whole or in
part, not now contemplated and/or specified in Section 1, in which no
employee is required to relocate and the work force is not reduced at the
involved locations as a result of the coordination may be implemented upon
fifteen (15) days' written notice by NSR and/or CRC, to the appropriate

Organization representatives.

Future coordinations on CSXT will be governed by Side Letter No. 14.

Section 3

Future coordinations cf work, services cr operations, in whole or in
part, not now contemplated and/or specified in~Section—1;,—which—involve..the
dismissal or displacement of any employee(s) or rearrangement of forces may
be implemented by NSR and/or CRC, after providing employee(s) and their
Organization representatives thirty (30) days' written notice.

Shoul the Organization desire a conference concerning the



rearrangement of forces that would occur as a result of the anncunced
cocrdination, upon written request £frem the Organization pricr to the
expiration of the aforementicned 30-day notice pericd, the period of the
notice will be extended up to but not exceeding an additional sixty (60)
days. The parties shall prcmptly meet on the matter. If they deo not
‘resolve their differences, NSR and/or CRC.may implement the announced
coordination described in the ngtice after the expiration of the 60-day
perioa. Either party may invoke arbitratiocn procedures under Article I,
Section 4 of the New Verk Dock conditions provided such action is taken
within five (S) days of the termination of conference. There shall be no
employees dismissed or transferred pending the agreement or arbitrator’s
award, nor shall there be a change in carrier’s operations, services,

facilities, or equipment.

Future cocrdinations cn CSXT will be governed by Side Letter No. 14.

Section 4
Coordinations on NSR and/or CRC in which work is transferred under
this agreement and one or more employees are offered the opportunity to

follow that work will be effected in the following manner:

(a) By bulletins giving a minimum of fifteen (15) days’ written
notice, the positions that no longer will be needed at the location from

which the work is being transferred (the “transferring leccation”) will be

abolished and concurrently therewith the positions that will be established

at the location to which the work is being transferred (the “receiving
location”) will be advertised for a period cof seven (7) days to all

employees holding regular Carmen assignments at the transferring location.









EXHIBIT 10

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the International Brotherhood of
Boilermakers, Iron Ship Builders, Blacksmiths, Forgers
and Helpers (dated March 25, 1998),
pp. 1-7, 18



IMPLEMENTING AGREEMENT
BETWEEN

CSX TRANSPORTATION, INC.
and its Railroad Subsidiaries

and

NORFOLK SOUTHERN RAILWAY COMPANY
and its Railroad Subsidiaries

. and
CONSOLIDATED RAIL CORPORATION

and
their Employees Represented by

INTERNATIONAL BROTHERHOOD OF BOILERMAKERS,
IRON SHIP BUILDERS, BLACKSMITHS, FORGERS AND HELPERS

WHEREAS, Norfolk Southern Corporation (“NS”), Norfolk Southern
Railway Company and its railroad subsidiaries (“NSR”); and CSX
Corporation (“CSX”) and CSX Transportation, Inc. and its railroad
subsidiaries (“CSXT”); and Conrail, Inc. (“CRR”) and Consolidated
Rail Corporation (“CRC”) have filed an application with the Surface
Transportation Board (“STB”) in Finance Docket No. 33388 seeking
approval of acquisition of control by NS and CSX of CRR and CRC,
and for the division of the use and operation of CRC’s assets by

NSR and CSXT (the “transaction”):;



WHEREAS, it 1is anticipated that the STB will impose the

employee protective conditions set forth in New York Dock Ry, -

r - 1 E rn Di ict, 360 I.C.C. 60 (1879) (“New
York Dock conditions”) on all aspects of the Primary Application:
Norf W rn Rajlw = i - Burli
Northern, Inc., 354 I.C.C. 653 (1980), on related authorization of

trackage rights; Qregon Short Line Railroad - Abandonment - Goshen,

360 I.C.C. 91 (1979), on related abandonment authorizations; and
c Railway, I - .

Western Railway, 360 1I.C.C. 653 (1980), on the related

authorization of the operations by CSXT or NSR of track leases with

other rail carriers to which CRC is a party:

WHEREAS, the parties signatory hereto desire to reach an
implementing agreement in satisfaction of Article I, Section 4 of
the New York Dock conditions and other aforementioned labor
protective conditions or any other protective conditions that may
be imposed by the STB in this proceeding to the extent such
conditions may be applicable to the transaction and related
authorizations;

NOW, THEREFORE, IT IS AGREED:



ARTICLE I

Section 1
Upon seven (7) days’ advance written notice by CSXT, NSR and

CRC posted on appropriate bulletin boards, with copies to the

Internatiocnal Representative signatory hereto, after the effective

date of the STB’s order approving the control transactién, CSXT,

NSR and CRC may effect the following <coordinations or

rearrangements of forces:

(a) The allocated CRC locomotives and cars which respectively are
to be operated by either CSXT or NSR and will be integrated
into either CSXT’s or NSR'’s e#isting fleets of locomotives and
freight cars and the maintenance and repair work of the CSXT
and NSR coordinated and integrated fleets may be performed,
respectively, at any CSXT or NSR facility notwithstanding the

prior railrocad ownership of the equipment.

(b) (i) At common locations on NSR, including those listed below,
shop craft seniority will be integrated in accordance

with the terms and provisions outlined in Article II of

this Agreement:

Buffalo, New York

Chicago, Illinois

Cincinnati, Ohio
Cleveland, - Ohio

Columbus, Ohio
Elmore/Dickinson, West Virginia



-

Fort Wayne, Indiana
Lorain, Ohio
Toledo, Ohio

For common locations on the territories of the former
Baltimore and Ohio Railroad and Chesapeake and Ohio
Railway, shopcraft seniority will be integrated in
accordance with the terms agd provisions in Article II of

this Agreement.

(c) The following work may be coordinated or rearranged, in whole

or in part, on NSR and allccated CRC properties operated by

NSR:

(1)

(9)

EMD locomotive overhaul and component rebuild from
Roanoke to Juniata Locomotive Works at Altoona

GE locomotive overhaul and component rebuild from Juniata
(Altoona) to Roanoke Shop - Locomotives

Atlanta locomotive truck overhaul to Altoona

Rebuilding of air brake equipment from Chattancoga to
Altoona

Wreck repair for heavily damaged locomotives from Roanoke

-Shop - Locomotives to Altoona

Painting of locomotives from Chattanooga to Altoona

All EMD and GE turbocharger work from Juniata (Altoona)
to Roanoke Shop - Locomotives

Machine tool operations and associated fabrication from
Altoona to Roanocke

92-day inspection of locomotives from Elkhart, Pavonia,
and Oak Island to Bellevue

(10) 92-day inspection of locomotives from Enola to Conway

4



(d)

(e)

(11) Program car repair work from Macedonia, OH, Decatur, IL,
and Williamson, WV to Hollidaysburg

(12) Freight car part reclamation from Hollidaysburg to
Roanocke

(13) Wheel shop consolidation to site selected by NSR

(14) Office car work from Roanoke to Altoona

(15) Car shops closed at Fort Wayne and Enola

(16) Roadway equipment shop at Canton will be closed and the
work from the allocated lines to be operated by NSR will
be transferred to the NSR Roadway Shop at Charlotte,

. North Carolina

The following work may be coordinated or rearranged, in whole

or in part, on CSXT and allocated CRC properties operated by

CSXT:

(1) Heavy locomotive work from Selkirk, NY, to Huntington, WV

(2) Heavy locomotive work from Juniata Locomotive Works at
Altoona, PA, to Huntington, WV

(3) Freight car work from Hollidaysburg, PA, to Raceland, KY
and to any of CSXT’'s project shops

(4) Roadway equipment shop at Canton will be closed and the
work from the allocated lines to be operated by CSXT will
be transferred to the CSXT Roadway Equipment Shop at
Richmond, Virginia

Because after the transaction CRC will have no locomotive

heavy repair or pericdic maintenance capability, nor the

abilify to perform substantial or program work on cars, such

service will be provided by CSXT or NSR, in accordance with

their respective collective bargaining agreements and/or



practices, or as directed by the locomotive or car owner.

Only fueling, servicing and light and running repairs on

locomotives and cars will be provided by CRC consistent with

its collective bargaining agreement or practices, when such
work is performed in Shared Assets Areas.
Section 2 .

Future coordinations of work, services or operations, in whole
or ih part, not now contemplated and/or specified in Section 1, in
which no employee is required to relocate and the work force is not
reduced at the involved locations as a result of the coordination
may be implemented upon fifteen (15) days' written notice by NSR,
CSXT and/or CRC, to the International Brotherhood of Boilermakers,
Iron Ship Builders, Blacksmiths, Forgers and Helpers (“IBB”)

International Representative.

Section 3

Future coordinations of work, services or operations, in whole
vér in part, not now contemplated and/or specified in Section 1,
which involve the dismissal or displacement of any employee(s) or
rearrangement of forces may be implemented by NSR, CSXT and/or CRC,
after providing employee(s) and their International Representative
thirty (30) days' written notice.

Should the IBB desire a conference concerning the



rearrangement of forces that would occur as a result of the
announced coordination, upon written request from the IBB prior to
the expiration of the aforementioned 30-day notice period, the
period of the notice will be extended up to but not exceeding an
additional sixty (60) days. The parties shall promptly meet on the
matter. If they do not resolve their'differénces, NSR and/or CSXT
and/or CRC may implement the announced coordination described in
the notice after the expiration of the GO—Aay period. Either party
may ihvoke arbitration procedures under Article I, Section 4 of the
New York Dock conditions provided such action is taken within five
(5) days of the termination of conference. There shall be no

employees dismissed or transferred pending the agreement or

arbitrator’s award.

Section 4

Coordinations in which work 1is  transferred under this
agreement and one or more employees are offered the opportunity to
follow that work will be effected in the following manner:

(a) By bulletins giving a minimum of fifteen (15) days’
written notice, the positions that no longer will be needed at the
location from which .the work is ©being transferred (the
“transferring location”) will be abolished and concurrently
therewith the positions that will be established at the location to

which the work is being transferred (the “receiving location”)



CSXT, NSR and CRC of the initial seven (7) days advance written

notice to the Internaticnal Representative of IBB signatory hereto

as specified in Article I, Section 1.

Signed at Lexingtecn, Kentucky, this 25th day of March, 1998.

FOR INTERNATIONAL
BROTHERHOOD OF BOILERMAKERS,
IRON "SHIP BUILDERS, BLACK-
SMITHS, FORGERS AND HELPERS

Ll 77 Mekoes

International Representative

FOR CSX TRANSPORTATION, INC.
And Its Railroad Subsidiaries

AK )

Vice Pres%ﬁent Labor Relations

FOR NORFOLK SOUTHERN RAILWAY COMPANY
And its Railroad Subsidiaries

Pd Lot

Vice President Labor Relations

FOR CONSOLIDATED RAIL CORPORATION

w.m. melacn Sor
D.A. Ao ueel
Vice President Labor Relations
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EXHIBIT 11

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the International Brotherhood of
Electrical Workers (dated August 3, 1998),
pp. 1-6, 16; and Side Letter No. 26 thereto, dated
August 3, 1998.



IMPLEMENTING AGREEMENT
BETWEEN

CSX TRANSPORTATION, INC.
and :Is Railroad Subsidiaries

and

NORFOLK SOUTHERN RAILWAY COMPANY
and its Railrcad Subsidiaries

~and
CONSOLIDATED RAIL CCORPORATION
. and
their Employees Represented by
INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS
.

WHEREAS, Norfolk Southern Corporation (“NS”), Norfolk Southern
Railway Company and its railroad Subsidia:ies (“NSR”}; and CSX Corpeoration
(*CSX”) and CSX Transportation, Inc. and its railroad subsidiaries
(“CSXT”):; and Conrail, Inc. ("CRR”) and Consolidated Rail Corporation
(“*CRC”) have filed an application with the Surface Transportation Board
(“STB”) in Finance Docket No. 33388 seeking approval of acquisition of
control by NS and.csx of CRR and CRC, and for the division of the use and
operétion of CRC’'s assets by NSR and CSXT (the “transaction”);

WHEREAS, in its decision served July 23, 1998 in the proceeding
captioned Finance docket No. 33388, C3X Corporation and CSX Trapsportation,

- i T - ; 1
Rail Corporation, and related proceedings, the STB has imposed the employee
protective éonditions set forth in New York Dock Rv. - Congtrol - Brooklvn
Eastern District, 360 I.C.C. 60 (1979) (“New York Dock conditions”) (copy
attached) on all aspects of the Primary Application; Norxfolk and Western

Railvay Company = Trackage Rights - Burlington Noxthezn, Inc,, 354 I.C.C.



653 (1980), on related author:zaticn cf trackage rights: o Shezs L4
iiz = i o - ~osnen, 360 I.C.C. 81 (1979), on related

abandonment authorizations; and Mengcozooo C2ast Railway, oS, =~ Lease and

rage - if i3 Western Paslway, 360 I.C.C. 653 (1980), on the related
authorization of the operat:ions by CSXT or NSR of track leases with other
rail carriers to which CRC :1s a party:s
WHEREAS, the parties signatcry nereto desire to reach an implementing
agreement in satisfaction of Article I, Section 4 of the New York Dock
conditions and other aforementioned labor protective conditions or any
other p:otective.conditicns that have been imposed by the STB in this
proceeding to the extent such csnditions may be applicable to the
;ransaction and related author:zations;

.

NOW, THEREFORE, IT IS AGREED:

ARTICIE I

Section 1
Upon seven (7) days’ advance written notice by CSXT, NSR and CRC

posted on appropriate bulletin toards, with copies to the General Chairmen

signatory hereto, after the effective date of the STB’'s order approving the
ﬁontrcl transaction, CSXT, NSR and CRC may effect <the following
coordinations or rearrangements of forces:

(a) The allocated CRC locomotives and cars which respectively are to be
operated by either CSXT cr NSR and will be integrated into either
CSXT’s or NSR’s existing fleers of locomotives and freight cars and
the maintenance and repair work of the CSXT and NSR coordinated and
integrated fleets will be perfcrmed, respectively, at any CSXT or NSR

facility notwithstanding the prier railroad ownership of the

wr



(b}

(c)

equipment.

(1)

(2)

At commen locat:ions cn NSR, including those listed below, shop
craft seniority will be integrated in accordance with the terms

and provisions cutlined in Article II of this Agreement:

D -
Buffalo, New York
Chicago, Illincis
Cincinnati, Chio
Cleveland, Ohio
Columbus, Ohio
Elmore/Dickinson, West Virginia
Fort Wayne, Indiana
Lorain, Ohio
Toledo, Ohio

For common locations on the territories of the former Baltimore

and Ohio Railroad and Chesapeake and Ohio Railway, shopcraft
4

seniority will be integrated in accordance with the terms and

provisions in Article II of this Agreement.

The following work may be coordinated or rearranged, in whole or in

part, on NSR and alloccated CRC properties operatéd by NSR:

(1)

{2)

(3)
(4)
(9

(6)
(7

(8)

(9)

EMD locomotive overhaul and component rebuild from Roancke to
Juniata Locomotive Works at Altoona

GE locomotive overnhaul and component rebuild from Juniata
(Altcona) to Roanoke Shop - Locomotives

Atlanta (Pegram Shop) locomotive truck overhaul to Altocna
Rebuilding of air brake equipment from Chattanooga to Altoona

Wreck repair for heavily damaged locomotives from Roancke Shop
- Locomotives to Altoona

Painting of locomotives from Chattancoga to Altocna

All EMD and GE turbocharger work from Juniata (Altocona) to
Roanoke Shop - Locomotives

Machine tool operations and associated fabrication from Altoona
to Roanocke -

82-day inspection of locomotives from Elkhart, Pavonia, and Oak
Island tc Bellevue



(d)

{e)

(10)

(1)

(12)
(13)
(14)
(15
(16)

17

92-day :inspection cf locemotives frem Zncla to Conway

Program car repair work from Macedonia, OH, Decatur, IL, and
Williamson, WV to Hollidaysburg

Freight car part reclamation from Hollidaysburg to Roanoke
Wheel shop. consolidation to site selected by NSR

Office car work from Roancke to Altoocna

Car shops closed at Fort Wayne and Encola

The fourteen (14) small radio repair shops on the allocated
lines to be operated by NSR will be closed and. the work
transferred into a single NSR locatioen.

Roadway equipment shop at Canton will be closed and the work
from the allocated lines to be operated by NSR will be

transferred to the XNSR Roadway Shop at Charlotte, Neorth
Carolina.

The following work may be toordinated or rearranged, in whole or in

part, on CSXT and allocated CRC properties operated by CSXT:

(1)

(2)

(3)

(4)

(5)

Heavy locomotive work from Selkirk, New York, to Huntington,
West Virginia.

Heavy locomotive work from Juniata Locomotive Works at Altoona,
Pennsylvania, to Huntington, West Virginia, and Waycross,
Georgia.

Freight car work from Hollidaysburg, Pennsylvania, to Raceland,
Kentucky and to any of CSXT's project shops.

Radio repair work from the allocated lines to be operated by
CSXT will be transferred to the CSXT Radio Service Center at
Louisville, Kentucky.

Roadway equipment shop at Canteon will be closed and the work
from the allocated lines to be operated by CSXT will be
transferred to the CSXT Roadway Equipment Shop at Richmond,
Virginia.

Because after the transaction CRC will have no locomotive heavy

repair or periodic maintenance capability, nor the ability to perform

substantial or program work on cars, such service will be provided

by CSXT or NSR, in accordance with their respective collective

bargaining agreements and/or practices, or as directed by the

4



locomotive or car owner. Only fueling, servicing and light and
running repairs on locomotives and cars will be provided by CRC
consistent with 1ts collective bargaining agreement oI practices,

when such work is performed in Shared Assets Areas.

Seczion 2

Future coordinations of work, services or operations, in whole or in
part, not now contemplated and/or specified in Section 1, in which no
employee is required to relocate and the work force is not reduced at the
involved locations as a result of the coordination may be implemented upon
fifteen (15) days' written notice by NSR and/or CRC, to the International
Brotherhood of Electrical Workers (“IBEW”) General Chairmen.

Future coordinations on CSXT will be governed by Side Letter No. 14.

Section 3

Future coordinaticns of work, services or operations, in whole or in
part, not now contemplated and/or specified in Section 1, which involve the
dismissal or displacement cf any employee(s) or rearrangement of forces may
be implemented by NSR and/or CRC, after providing employee(s) and their
GeneQal Chairmen thirty>(30) days' written notice.

Should the IBEW desire a conference concerning the rearrangement of
forces that would occur as a result of the announced coordination, upeon
written request from the IBEW prior to the expiration of the aforementioned
30~day notice period, the period of the notice will be extended up to but
not exceeding an additional sixty (60) days. The parties shall promptly
meet on the matter. If they do not resolve their differences, NSR and/or
CRC’may implement the announced coordination described in the notice after

the expiration of the 60-day period. Either party may invoke arbitration



procedures under Article I, Sectiocn ¢ ©of the New VYork nDock conditions
provided such action is taken within five (5) days of the termination of
conference. There shall be no employees furloughed, dismissed or
transferred pending tle agreement or arbitrator’s award, nor shall there
be a change in carrier’s operations, services, facilities, or equipment.

Future coordinations on CSXT will be governed by Side Letter No. l4.

section 4

-~ Coordinations on NSR and/or CRC in which work is transferred under
this agreement and one or more employees are offered the opportunity to
follow that work will be effected in the following manner:

(a) By bulletins givzng‘a minimum of fifteen (1S5S) days’ written
notice, the positions that no longer will be needed at the location from
which the work is being transferred (the “transferring location”) will be
"~ abolished and concurrently therewith the positions that will be established
at the location to which the work is being transferred (the “receiving
location”) will be advertised under the provisions of the Collective
Bargaining Agreement for a period of seven (7) days to all employees
holding regular IBEW assignments at the transferring location.

{b) The positions advertised pursuant to paragraph (a) above will
be awarded in seniority order and the successful bidders notified of the
awards by posting same on the appropriate bulletin boards at the
transferring location on the day after the bidding process closes. 1In
addition, each successful bidder shall be notified in writing of the award
together with the date and time to report to the officer in charge at the
receiving location. The employees so notified shall report upon the date
and at the time specified unless other arrangements are made with the

proper authority or they are prevented from doing so due to circumstances

6



ARTICLE VII

This Agreement shall fulfill the requirements of Article I, Section
4 of the New York Dock cond:tions or any other conditions which have been
imposed in the Order by the STB in Finance Docket No. 33388. The terms of
the New Yoxk Dock conditions shall apply to all transactions covered by

this agreement, except as specifically provided herein.

ARTICLE VIIZ

" This Agreement shall be effective only after the effective date of
the STB order approving the transaction and service by CSXT, NSR and CRC
cf the initial seven {(7) days advance written notice to the General

Chairmen of IBEW signatory hereto as specified in Article I, Section 1.

Signed at Norfolk, Virginia, this 3rd day of August, 1998.

FOR INTERNATIONAL FOR CSX TRANSPORTATION, INC.
BROTHERHOQD OF And its Railroad Subsidiaries
ELECTRICAL WO N

Vice Presifent Labor Relations

FOR NORFOLK SOUTHERN RAILWAY COMPANY
And Railroad Subsidiaries

General Chairman, IBEW )4// '
S <) )4 e
“ Vice Prgsident Labor Relations
Lz et g oy G

Generi}/Ci;L:man, IBEW

SQLIDATED RAIL CORPORATION

lce President Labor Relations
T
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August 3, 1998

Side lLetter No. 26

Mr. Glen A. Heinz Mr. T. J. McAteer

General Chairman, IBEW General Chairman, IBEW
204~2 River Bend Drive 1015 Chestnut Street, RM 515
London, KY 40744 Philadelphia, PA 19107

Mr. C, A, Meredith
General Chairman, IBEW
200 Meredith Lane
Ringgold, GA 30736

Gentlemen:

This refers to the implementing agreement reached with your Organization on
August 3, 1998.

Norfolk Southern and CSXT anticipated inm their application for control and
operating leases/agreements of Congail, Inc. and Consolidated Rail Corporation
that eligible employees affected by the transaction will receive the employee
protection established in New York Dock, for most aspects of the application, and
protection under the Nprfolk and Western, Qregop Short Line. and Mendogcino Coast
conditions for related trackage rights, abandonments and leasss.

Section 11 of Ngw York Dock addresses disputes and controversies regarding the
interpretation, application and enforcement of the New York Dogk conditions
{except for Section 4 and 12). Under Section 11, the two most serious areas for
potential disputes appear to involve whether an employee was adversely affected
by a transaction and the protected rate of pay {or such employees.

In consideration of your reaching an early voluntary implementing agreement, NS,
CSX and Conrail make the following commitment regarding the issue of whether an
employee was adversely affected by this transactiom: NS, CSX and Conrail will
grant automatic certification as adversely affected by the transaction to the
number of employees who are dismissed or transferred as outlined in the Employee
Impact Exhibit or as a result of any futurs notice served under the implementing
agreement. Such certification will begin at the time that the employee is
dismissed or transferred; each Carrier will supply IBEW with the names and TPA’s
as soon as possible thereafter.  The failure of the carrier to certify an
individual shall not be construed as meaning that the employee was not affected
by the transaction or by any subseguent transaction.

In order to ensure that any differences of opinion as to these commitments that
may arise are dealt with promptly and fairly, NS, CSX and Conrail commit to the
following procedure for their resolution: If at any time the IBEW General
Chairman believes that a Carrier’'s application of New York Dock is inconsistent
with the commitments contained in this letter, IBEW and the personnel on that
Carrier who are rosponsible for the handling of protective benefits will meet,
within five (5) days of notice from the General Chairman, to try to resolve the
dispute, If the matter is not resolved, the parties agree to expedited
arbitration with a written agreement within ten (10) days after the initial
meeting; the arbitration agreement will contain, among other things, the full
description for neutral selection, timing of hearing, and the time of issuance
of Award(s).



Page 2

In light of the position of NS, CSX, and Conrail regarding the issues of New York
Dock protection and the certification of employees, IBEW will support the NS/CSXT
control of Conrail.

Very truly yours,

i

Vice Presiflent lLabor Relations
CSX Transportation, Inec.

b

Vice President Labor Relations
Norfolk, Soughern Railway Company

D. A. Arouca
Vice President Labor Relations
Consolidated Rail Corporation JTé¢o,——

We Concur:

cﬂf§;§§§;;Lj:jé§§ ESE;E%5:=‘25,.‘_: :’
General Chairman -
s A
\ L ewt [ por e (&
tEBera}szj?Eman







EXHIBIT 12

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the National Conference of
Firemen and Oilers (dated June 3, 1998),
pp. 1-7, 18.



CZQ% C?F’éZ&bMV4A-’
IMPLEMENTING AGREEMENT

BETWEEN

CSX TRANSPORTATION, INC.
and its Railroad Subsidiaries

and

NORFOLK SQUTHERN RAILWAY CCMPANY
and its Railroad Subsidiaries

and
CONSOLIDATED RAIL CORPORATION
and
their Employees Represented by the

NATICONAL CONFERENCE OF FIREMEN & OILERS

WHEREAS, Norfolk Southern Corporation (“NS”), Norfolk Southern
Railway Cocmpany and its railroad subsidiaries (“NSR”):; and CSX
Corporation (“CSX”) and CSX Transportation, Inc. and its railroad
subsidiaries (“CSXT”); and Conrail, Inc. (“"CRR”) and Consolidated
Rail Corporation (“CRC”) have filed an application with the Surface
Transportation Board (“STB”) in Finance Docket No. 33388 seeking
approval of acquisition of control by NS and CSX of CRR and CRC,
and for the division of the use and operation of CRC’s assets by
NSR and CSXT (the “transaction”);

WHEREAS, it 1is anticipated that the STB will impose the

employee protective conditions set forth in New York Dock Ry, -



Control - RBrogklwm Tagrern Jisr~<~¢, 360 I.C.C. 60 (1979) (“New

York Dock conditions”! on all aspects cf the Primary Application;

Norfalk and Wegtern R[aswady Company = Trackage Rights -~ RAuriinagrean

rher T , 354 I.C.C. 653 ({1880), on related authorization of

trackage rights:; Qregon Short Tine Railroad ~ Abandc _ ,

360 I.C.C. 91 (197%9), on related abandonment authorizations:; and

Mendocino Coast Rwilway, Tnc,., -~ Tease and Operate ~ California
Western Rajlway, 360 I.C.C. 653 (1%80), on the related

authorization of the operat-.ons by CSXT or NSR of track leases with
other rail carriers to which CRC is a party:

WHEREAS, the parties signatory hereto desire to reach an
implementing agreement In satisfaction of Article I, Section 4 of
the New York Dock conditions and other aforementioned labor
protective conditions or any other protective conditions that may
pe imposed by the STB In this proceedinq to the extent such
conditions may be szapplicable to the %transaction and related

authorizations:

NOW, THEREFORE, IT IS AGREED:

ARTICLE I
Section 1
Upon seven (7) days’ advance written notice by CSXT, NSR and

CRC posted on apprcpriate bulletin'boards, with copies to the



General Chairmen signatcry herete, after the effective date of the

STB's order approving the control transaction, CSXT, NSR and CRC

may effect the follcwing ccordinations or rearrangements of forces:

(a)

(b)

The allocated CRC locomotives and cars which respectively are

. to be operated by either CSXT or NSR and will be integrated

into either CSXT’s or NSR’s existing fleets of locomotives and

freight cars and the maintenance and repair work of the CSXT

and NSR ccordinated and integrated fleets may be performed,
respectively, at any CSXT or NSR facility notwithstanding the
prior railroad ownership of the equipment.

(1) At common locations on NSR, including those listed below,
shop craft seniority will be integrated in accordance
with the terms and provisions outlined in Article II of
this Agreement:

NSE !S:ES: DA nts

Buffalo, New York

Chicago, Illinois

Cincinnati, Ohio

Cleveland, Ohio

Columbus, QChio
Elmore/Dickinson, West Virginia
Fort Wayne, Indiana

Lorain, ©Ohio

Toledo, Ohio

(2) Eor ccmmon locations on the territories of the former
Baltimore and Ohio Railroad and Chesapeake and Ohio

Railway, shepcraft senicrity will be integrated in



accordance with the terms and provisions in Article II of

this Agreement.

(¢) The following work may ce coordinated or rearranged, in whole

or in part, on NSR and allocated CRC properties operated by

- NSR:

(1)

(10}

(11)

(12)

(13)

(14)

EMD locomotive overhaul-_and_ component rebuild from
Roanoke to Juniata Locomotive Works at Altoona

GE locomotive overhaul and component rebuild from Juniata
(Altoona) to Rocanoke Shop ~ Locomotives

Atlanta locomotive truck overhaul to Altoona

Rebuilding of air brake equipment from Chattanooga to
Altoona -

Wreck repair for heavily damaged locomotives from Roanoke
Shop - Locomotives to Altoona

Painting of locomotives from Chattanococga to Altoona

All EMD and GE turbocharger work from Juniata (Altoona)
to Roancke Shop - Locomeotives

Machine tool operations and asscociated fabrication from
Altoona to Roanoke _

92-day inspection of locomotives from Elkhart, Pavonia,
and QCak Island to Bellevue

92-day inspection of loccmotives from Enocla to Conway

Program car repair work from Macedonia, OH, Decatur, IL,
and Williamson, WV to Hollidaysburg

Freight car part reclamation from Hollidaysburg to
Roanoke

Wheel shop consolidation to site selected by NSR

Qffice car work from Roanoke to Altoona



(dy -

(15) Car shops closed at Fort Wayne and Enola
(16) Roadway equipment shop at Canton will be closed and the

work from the allocated lines to be operated by NSR will
be transferred to the NSR Roadway Shop at Charlotte,

North Carolina.
The following work may be coordinated or rearranged, in whole
or in part, on CSXT and allocated CRC properties operated by
CSXT:
(1) Heavy locomotive work from Selkirk, NY, to Huntington, WV

(2) Heavy loccmotive work from Juniata Locomotive Works at
Altoona, PA, to Huntington, WV

(3) Freight car work from Hollidaysburg, PA, to Raceland, KY
and to any of CSXT’'s project shops.

(4) Roadway equipment shop at Canton will be closed and the
work from the allocated lines to be operated by CSXT will

be transferred to the CSXT Roadway Equipment Shop at
Richmond, Virginia.

Because after the transaction CRC will have no locomotive
heavy repair or periodic maintenance capability, nor the
ability to perform substantial or program work on cars, such
service will be provided by CSXT or NSR, in accordance with
their respective collective bargaining agreements and/or
practices, or as directed by the locomotive or car owner.
Only fueling, servicing and light and running repairs on
locomotives and cars will be provided by CRC consistent with
its collective bargaining agreement or practices, when such

work is performed in Shared Assets Areas.



Section 2

Future coordinaticns of work, services or cperations, in whole
or in part, not now contempiated and/or specified in Section 1, in
which no employee is required to relocate and the work force is not
reduced at the involved locations as a result of the coordination
may be implemented upon fifteen (15) days' written notice by NSR,
CS%; and/or CRC, to the Naticnal Conference of Firemen and Qilers

(“NCF&0”) General Chairmen.

Section 3

Future coordinations of work, services or operations, in whole
or in part, not now contemplated and/or specified in Section 1,
which involve the dismissal or displacement of any employee(s) or
rearrangement of forces may be implemented by NSR, CSXT and/or CRC,
after providing emplovee(s) and their General Chairmen thirty (30)
days' written notice.

Should the NCF&O desire a conference concerning the
rearrangement of forces that would 'occur as a result of the
announced coordination, upon written request from the NCF&O prior
to the expiratiocn of the aforementioned 30-day notice period, the
period of the notice will be extended up to but not exceeding aﬁ
additional sixty (60) days. The parties shall promptly meet on the
matter. If they do not resolve their differences, NSR and/or CSXT

and/or CRC may implement the announced coordination described in

6



the notice after the expiraticn of the 60-day reriod. Either party
may invoke arbitration procedures under Article I, Sectiocn 4 of the
New York Dock conditions provided such action is taken within five
(5) days of the terminaticn of conference. There shall be no
employees dismissed or transferred pending the agreement or
arbitrator’s award.

Sggsign ﬂ

Coordinations 1in which work is transferred under this
agreement and one or more employees are offered the opportunity to
follow that work will be effected in the following manner:

(a) By bulletins giving a minimum of fifteen (15) days’
written notice, the positions that no longer will be needed at the
location. from which the work is being transferred (the
“transferring location”) will be abolished and concurrently
therewith the positions that will be established at the location to
which the work is being transferred {the “receiving location”)
will be advertised for a period of seven (7) days to all employees
holding regqular NCF&0 assignments at the transferring location.

(b) The positicns advertised pursuant to paragraph (a) above
will be awarded in seniority order and the successful bidders
notified of the awarcs by posting same on the appropriate bulletin
boards at the transferring location on the day after the bidding

process closes. In addition, each successful bidder shall be

7



This Agreement shall be effective only after the effective
date of the STB order =zpproving the transaction and service by
CSXT, NSR and CRC of the initial seven (7) days advance written
notice to the éeneral Chairmen of NCrs0 signatory hereto as

specified in Article I, Section 1.

-

Signed at Washington, DC, this 3rd day of June, 1998.

FOR NATIONAL FOR CSX TRANSPORTATION, INC.

CONFERENCE OF And its Railroad Subsidiaries
FIREMEN & OILERS

RN e N

General Chairman, NCF&O VicerPregfﬁent Labor Relations

FOR NORFOLK SOUTHERN RAILWAY COMPANY
And its Railroad Subsidiarias

Vice President Labor Relations

NCF&O

FOR CONSOLIDATED RAIL CORPORATION

Vice President Labor Relations

18






EXHIBIT 13

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the Sheet Metal Workers
International Association (dated September 17, 1998),
pp. 1-4, 10; and Attachment B thereto (dated September
17, 1998), pp. 1-4, 10.



IMPLEMENTING AGREEMENT
BETWEEN

CSX TRANSPORTATION, INC.
and its Railroad Subsidiaries

and

NORFOLK SOUTHERN RAILWAY COMPANY
and its Raillroad Subsidiaries

and

CONSOLIDATED RAIL CORPORATION
and

their Employees Represented by

SHEET METAL WORKERS INTERNATIONAL ASSOCIATION

WHEREAS, Norfolk Southern Corporation (“™NS”), Norfolk Southern
Railway Company and its railroad subsidiaries (“"NSR”):; and CSX Corporation
(*CsX”) and CSX Transportation, Inc. and 1its railroad subsidiaries
(“C8XT”); and Conrail, Inc. (“CRR”) and Consclidated Rail Corporation
("CRC”) have filed an application with the Surface Transportation Board
(“STB”) in Finance Docket No. 33388 seeking approval of acquisition of
control by NS and CSX of CRR and CRC, and for the division of the use and

operation of CRC’s assets by NSR and CSXT (the “transaction”):;

WHEREAS, in its decision served July 23, 1998 in the proceeding

captioned Finance docket No. 33388, CSX Corporation and CSX Transportation,
Inc., Norfolk Southern Corporation and Norfolk Southern Railwav Company -
a > 4 T - C

Rajl Corporation, and related proceedings, the STB has imposed the employee



protective conditions set forth in New York Dock Ry, — Contral - 3rooklvnp

Zasterp District, 360 I.C.C. 60 (1879) (“New York Dock conditions”) (copy
attached) on all aspects of the Primary Application: I a W

Railway Company - Tracikage Rights - Burlington Northern, Inc., 354 I.c.C.

’

653 (1980), on related authorization of trackage rights: Q s

r - - . 360 I.C.C. 81 (1879), on related
abandonment authorizations:; and Mendocino Coast Rajlwav, Inc.. - Lease and
Qperate - California Western Railwav, 360 I.C.C. 653 (1980), on the related

authorization of the cperations by CSXT or NSR of track leases with other

rail carriers to which CRC is a party:

WHEREAS, the parties signatory hereto desire to reach an implementing
agreement in satisfaction of Article I, Section 4 of the New York Dock
conditions.and other aforementioned labor protective conditions or any
other protective conditions that have been imposed by the STB in this

proceeding to the extent such conditions may be applicable to the

transaction and related authorizations;

NOW, THEREFORE, IT IS AGREED:

ARTICLE I
Section 1

Upon seven (7) days’ advance written notice by CSXT, NSR and CRC
posted on appropriate bulletin boards, with copies to the General Chairmen
signatory hereto, after the effective date of the STB’s order approving the
control transaction, CSXT, NSR and CRC may effect the following

coordinations or rearrangements of forces as described herein and in the



separate related agreements (Attachments A and B) between NSR and/or CSXT

and the Sheet Metal Workers International Association (“SMWIA”):

(a)

The allocated CRC loccmotives and cars which respectively are to be
operated by either CSXT cor NSR and will be integrated into either
CSXT’'s or NSR’s existing Ileets of locomotives and freight cars and
the maintenance and repair work of the CSXT and NSR coordinated and
integrated fleets will be performed, respectively, at any CSXT or NSR
facility notwithstanding the prior railroad ownership of the

egquipment.

Because after the <transaction CRC will have no locomotive heavy
repair or periodic maintenance capability, nor the ability to perform
substantial or program work on cars, such service will be provided
by CSXT or NSR, 1in accordance with their respective collective
bargaining agreements and/or practices, or as directed by the
locomotive or car owner. Only fueling, servicing and light and
running repairs on locomotives and cars will be provided by CRC
consistent with its collective bargaining agreement or practices,

when such work is performed in Shared Assets Areas.

Section 2

part,

Future coordinations of work, services or operations, in whole or in

not now contemplated and/or specified in Section 1, in which no

employee is required to relocate and the work force is not reduced at the

involved locations as a result of the coordination may be implemented upon

fifteen (15) days' written notice by CRC, to the SMWIA General Chairmen.



S e

Future coordinations of work, services or operations, in whole or in
part, not now contemplated and/or specified in Section 1, which invoive the
dismissal or displacement cf anv employee(s) or rearrangement of forces may
be implementea by CRC, after providing employee(s) and their General
Chairmen thirty (30) days' written notice.

Should the SMWIA desire a conference concerning the rearrangement of
forces that would occur as a result of the announced coordination, upon
written request f£rom the SMWIA prior to the expiration of the
afcfémentioned 30~-day notice period, the period of the notice will be
extended up to but not exceeding an additional sixty (60) days. The
parties shall promptly meet on the matter. If they do not resolve their
differences, CRC may implement the announced coordination described in the
notice after the expiration of the 60-day period. Either party may invoke
arbitration procedures under Article I, Section 4 of the New York Dock
conditions provided such action is taken within five (5) days of the
termination of conference. There shall be no employees dismissed or

transferred pending the agreement or arbitrator‘s award.

Section 4

Coordinations in which work is transferred under this agreement and
one or more employees are offered the opportunity to follow that work will
be effected in the following manner:

(a) By bulletins giving a minimum of fifteen (15) days’ written
notice, the positions that no longer will be needed at the location from
which the work is being transferred (the “transferring location”) will be
abolished and concurrently therewith the positions that will be established

at the location to which the work is being transferred (the “receiving

4



ARTICLE VII

This Agreement shall fulfill the requirements of Article I, Section
4 of the New York Dock conditions or any other conditions which have been
imposed in the Order by the STB in Finance Docket No. 33388. The terms of
thé New York Dock conditions shall apply to all transactions covered by

this agreement, except as specifically provided herein.

ARTICLE VIIZI
This Agreement shall be effective only after the effective date of
the STB order approving the transacticn and service by CSXT, NSR and CRC

of the initial seven (7) days advance written notice to the General

Chairmen of SMWIA signatory hereto as specified in Article I, Section 1.

Signed at Washington, DC this 17th day of September, 1998.

FOR SHEET METAL WORKERS FOR CSX TRANSPORTATION, INC.
INTERNATIONAL ASSOCIATION And its Railroad Subsidiaries
%f\ %ﬁ%«
General Chairman, SMWIA Vice Presidéht Labor Relations
- . FOR NORFOLR SOUTHERN RAILWAY COMPANY
General Chairman,”/SMWIA And its Railroad Subsidiaries
e /</ /M
General Chairman, SMWIA Vice President Labor Relations

Jlulﬁiﬂ;ﬁéik FOR CONSOLIDATED RAIL CORPORATION
General Chiirman, SMWIA

ﬂ[,//ﬁ %Aﬁz{[ﬂ_/

Vice President Labor Relations

10



SMWIA-NSR AGREEMENT

Attachment B

This agreement 1s written In conjunction with the Implementing
Agreement dated September 17, 1998 and incorporates all provisions
contained therein. Nothing in this agreement is intended to supersede any

provisions contained in the Implementing Agreement.
It is agreed:

ARTICIE T

Section 1
Upon seven (7) days’ advance written notice by NSR posted on

appropriate bulletin boards, with copies to the General Chairman signatory

hereto, after the effective date of the STB’s order approving the control
transaction, NSR may effect the following coordinations or rearrangements
of forces as described herein between NSR and the Sheet Metal Workers

International Association (“SMWIA”):

(a) The allocated CRC locomotives and cars which are to be operated by
NSR will be integrated into NSR’s existing fleets of locomotives and
freight cars. The scheduled and unscheduled maintenance and repair
work of the integrated fleet of locomotives will be assigned to and
performed at NSR <facilities, notwithstanding the prior railroad
ownership of the equipment.

(b) Upon seven (7) days advance written notice, at common locations on
NSR, including those listed below, shop craft seniority will be
integrated in accordance with the terms and provisions outlined in

Article IIXI of this Agreement:



{c)

NSR/GRC 292ints

Buffalo, New York

Chicageo, Illinois

Cincinnati, Ohio

Cleveland, Ohio

Columbus, Ohio
Elmore/Dickinson, West Virginia
Fort Wayne, Indiana

Lorain, Ohio

Toledo, Ohio

Upon ninety (90) days advance written notice, the following work

and/or involved employees mav be coordinated or rearranged on NSR and

allocated CRC properties operated by NSR:

(1)

(2)

(3)

(4)

(7)

(8)

(9)

(10)

(11)

(12)
(13)

EMD loccmotive overhaul and component rebuild from Roanoke to
Juniata Loccmotive Works at Altoona

GE locomotive overhaul and component rebuild from Juniata
(Altoona) to Roanoke Shop - Locomotives

Atlanta (Pegram Shop) locomotive truck overhaul to Juniata
Locomotive Works, Altoona

Rebuilding of air brake equipment from Chattanooga to Juniata
Locomotive Works, Altoona

Wreck repair for heavily damaged locomotives from Roanoke Shop
- Locomotive to Juniata Locomotiwve Works, Altoona

Painting of locomotives from Chattanocoga to Juniata Locomotive
Works, Altoona

A1l EMD and GE turbocharger work from Juniata (Altoona) to
Roanoke Shop -~ Locomotives

Machine tool operations and associated fabrication from Altoona
to Roanoke (to be specified more fully in 90-day notice)

92-day inspection of locomotives from Elkhart, Pavonia, and Oak
Island to Bellevue

92-day inspection of locomotives from Enola to Conway

Program car repair work from Macedonia, OH, Decatur, IL, and
Williamson, WV to Hollidaysburg

Freight car part reclamation from Hollidaysburg to Roanoke

Wheel shop consolidation to site selected by NSR



(14) Office car work from Roanoke to Altoona Shops

(15) Car shops closed at Fort Wayne and Enola

(16) Roadway egquipment shop at Canton will be closed and the work
from the allocated 1lines to be operated by NSR will be

transferred to the NSR Roadway Shop at Charlotte, North
Carolina.

Section 2

Future coordinations of work, services or operations not now
contemplated and/or specified in Section 1, in which no employee is
re&uired to relocate and the work force is not reduced at the involved
locations as a result of the coordination may be accomplished upon fifteen

(15) days® written notice by NSR, to the SMWIA General Chairman.

Section 2

Future coordinations of work, services or operations, in whole or in

part, not now contemplated and/orﬁspecified in Section 1, which involve the

~dismissal or displacement of any employee(s) or rearrangement of forces may
be implemented by NSR, after providing employee(s) and their General
Chairmen thirty (30) days' written notice.

Should the SMWIA desire a conference concerning the rearrangement of
forces that would occur as a result of the announced coordination, upon
written request from the SMWIA prior to the expiration of the
aforementioned 30-day notice period, the period of the notice will be
extended up to but not exceeding an additional sixty (60) days. The
parties shall promptly meet on the matter. If they do not resolve their
differences, NSR may implement the announced coordination described in the
notice after the expiration of the 60-day period. Either party may invoke

arbitration procedures under Article I, Section 4 of the New York Dock



conditions provided such action 1s taken within five (5) days of the
termination of conference. There shall be no employees dismissed or

transferred pending the agreement or arbitrator’s award.

Section 4

Coordinations in which work is transferred under this agreement and
one or more employees are offered the opportunity to follow that work will
be effected in the following manner:

. (a) By bulletins giving a minimum of fifteen (15) days’ written
notice, the positions that no longer will be needed at the location from
which the work is being transferred (the “transferring location”) will be
abolished and concurrently therewith the positions that will be established
at the location to which the work is being transferred (the “receiving
location”) will be advertised for a period of seven (7) days to all
employees holding regular SMWIA assignments at the transferring location.

(b) The positions advertised pursuant to paragraph (a) above will
be awarded in seniority order and the successful bidders notified of the
awards by posting same on the appropriate bulletin boards at the
transferring location on the day after-the bidding process closes. 1In
addiﬁion, each successful bidder shall be notified in writing of the award
together with the date and time to report to the officer in charge at the
receiving location. The employees so notified shall report upon the date
and at the time specified unless other arrangements are made with the
proper authority or they are prevented from doing so due to circumstances
beyond their control.

(c) After fqlfilling the requirements of Article I, Section 4(a)
and 4(b) above, should there remain unfilled positions in the coordinated

operation and surplus employees at the transferring location, those surplus

4



not affecting the other railroads, then only that railroad needs to be the

party to the subsequent implementing agreement.

ARTICLE VII

This agreement shall become effective upon the effective date of the

Implementing Agreement.
Signed at Washington, DC, this 17th day of September, 1998.

FOR SHEET METAL WORKERS FOR NORFOLK SOUTHERN RAILWAY COMPANY

INTERNATIONAL ASSOCIATION And i Raxlroad Subsidiaries
General Chairman, SMWIA Vice Pfisldent Labor Relations

44;4’ 252??//’t‘ FOR CONSOLIDATED RAIL CORPORATION
General Chairman, IA

ral Chalzman, SMWIA Vice President Labor Relations

AP,

General G&alrman, SMWIA







EXHIBIT 14

Implementing Agreement Between CSX Transportation,
Inc., Norfolk Southern Railway Company, Consolidated
Rail Corporation, and the International Association of
Machinists and Aerospace Workers (dated October 10,
19938), pp. 1-3, 7; and Attachment B thereto (dated
October 10, 1998), pp. 1-3, 12.



FILE CODY

IMPLEMENTING AGREEMENT
BETWEEN
CSX TRANSPORTATION, INC.
and 1ts Railroad Subsidiaries
and

NORFOLK SOUTHERN RAILWAY COMPANY
and its Railrocad Subsidiaries

and

CONSOLIDATED RAIL CORPORATION
and

their Employees Represented by

INTERNATIONAL ASSOCIATION OF MACHINISTS
AND AEROSPACE WORKERS

WHEREAS, Norfolk Southern Corporation (“NS”), Norfolk Southern
Railway Company and.its railroad subsidiaries (“NSR”); and CSX Corporation
(*csX”) and CSX Transportation, Inc. and its railroad subsidiaries
(“CsXT”); and Conrail, Inc. (“CRR”) and Consolidated Rail Corporation

(“CRC”) have filed an application with the Surface Transportation Board

(“*STB”) in Finance Docket No. 33388 seeking approval of acquisition of

control by NS and CSX of CRR and CRC, and for the division of the use and

operation of CRC’'s assets by NSR and CSXT (the “transaction”):

WHEREAS, in its decision served July 23, 1998 in the proceeding

captioned Finance Docket No. 33388, £SX Corporation and CSX Transportation,
o i Rajlway C -~
Lea - ; c

Rail Corporation, and related proceedings, the STB has imposed the employee

protective conditions set forth in New York Dock Ry, -~ Control - Brooklvn

Eastern District, 360 I.C.C. 60 (1979) (“New York Dock conditions”) on all

aspects of the Primary Application; Norfolk and Western Rajlwav Company -



Trackage 2ights .~ Burlington Northern,

Tnc,, 354 I.C.C. 653 (1980), on

related authorization of trackage rights; O Short Line Rajlr -
Abandonment - Goshen, 360 I.C.C. 91 (197%), on related abandonment
authorizations:; and Mendocine Coast Rajlwav, Tnc., - Lease apnd Operate -
cali i W il , 360 I.c.c. 653 (1980), on the related

authorization of the operations by CSXT or NSR of track leases with other
rail carriers to which CRC is a party;

WHEREAS, the parties signatory hereto desire to reach an implementing
agreement in satisfaction of Article I, Section 4 of the New York Dock
conditions and other aforementioned labor protective conditions or any
other protective conditions that have been imposed by the STB in this

proceeding to the extent such conditions may -be applicable to the

transaction and related authorizations:

NOW, THEREFORE, IT IS AGREED:

ARTICLE I
Section 1

Upon seven (7) d;ys’ advance written notice by CSXT, NSR and CRC
posted on appropriate bulletin boards, with copies to the General Chairmen
signatory hereto, after the effective date of the STB's order approving the
control transaction, CSXT, NSR and CRC may effect the following
coordinations or rearrangements of forces as described herein and in the
separate related agreements (Attachments A and B ) between NSR and/or CSXT

and the International Association of Machinists and Rerospace Workers

(“IAMAW”) :



(a) The allocated CRC locomotives and cars which respectively are to be

operated by either CSXT or NSR wWill be integrated into either CSXT's

or NSR’s existing fleets of locomotives and freight cars and the

maintenance and repair work of the CSXT and NSR coordinated and
integrated fleets will be performed in accordance with the applicable
collective bargaining agreement, notwithstanding the pridr railroad
ownership of the egquipment.

(b) CRC employees will not perform any work on NS or CSXT locomotives or

equipment except fueling, servicing and such light running repairs

as may be necessary to insure the safe and dependable operation of

same or to get the locomotive back to the appropriate owner’s

property.

Section 2
Future coordinations of work, services or operations not now
contemplated which occur as a result of the acquisition of Conrail by CSXT

and NSR and which involve the dismissal or displacement of any employee(s)

or rearrangement of forces (transfer) may be accomplished by CRC, pursuant

to the provisions of the New York Dock conditions.

ARTICLE II
Section 1
Oon the effective date of this Agreement, all employees who hold a

regular assignment on the CRC territories to be allocated to CSXT will

become employees exclusively of CSXT, all emplovees who hold a regular

assignment on the CRC territories to be allocated to NSR will become

employees exclusively of NSR, and all employees who hold a regular



ARTICLE V

This Agreement shall £fulfill the requirements of Article I, Section
4 of the New York Dock conditions imposed in the Order by the STB in

Finance Docket No. 33388.

ARTICLE VI

This Agreement shall be effective only after the effective date of
the STB order approving the transaction and service by CSXT, NSR and CRC
of the initial seven (7) days advance written notice to the General

Chairmen of IAMAW signatory hereto as specified in Article I, Section 1.

Signed at Norfolk, Virginia, this 10th day of October, 1998.

FOR INTERNATIONAL FOR CSX TRANSPORTATION, INC.

ASSOCIATION OF MACHINISTS And its Railroad Subsidiaries
AND AEROSPACE WORKERS

President and Dichting

Vice Presi t Labor Relations
General Chairman, IAMAW

FOR NORFOLK SOUTHERN RAITIWAY COMPANY
neral Chairman, IAMAW And its Railrocad Subsidiaries

IZL;;. ;E;élvrﬂrLA—u /ffié§2f3:¢/~g<uéz4;

General Chairman, IAMAW Vice P¥ésident Labor Relations

Géneral Chairman, IAMAW

FOR CONSOLIDATED RAIL CORPORATION
QEDL~;~4~Q Q. Qrsuea (wrmm)

Vice President Labor Relations

R [
General Chairman, IAMAW

M. G Lot

General Chairman, IAMAW

GA. O

Géheral Chairman, IAMAW




IAMAW-NSR AGREEMENT

Attachment B

This agreement 1s written in conjunction with the Implementing

Agreement dated October 10, 1998 and incorporates all provisions contained

therein.

bd

Nothing in this agreement is intended to supersede any provisions

contained in the Implementing Agreement.

It is agreed:

ARTICLE I
Section 1

Upon proper advance written notice by NSR posted on appropriate

bulletin boards, with copies to the General Chairman signatory hereto,

after the effective date of the STB'’s order ' approving the control

transaction, NSR may effect the following coordinations or rearrangements

of forces as described herein between NSR and the International Association

of Machinists and Rerospace Workers (“IAMAW”):

(a) Upon seven (7) days advance written notice, the allocated CRC

locomotives and cars which are to be operated by NSR will be

integrated into NSR’s existing fleets of locomotives and freight

cars. The scheduled and unscheduled maintenance and repair work of

the integrated fleet of locomotives will be assigned to and performed

at NSR facilities, notwithstanding the prior railroad ownership of

the equipment.



(b) Upon seven- (7) days advance Written notice, at common locations on

NSR,

including those listed below, shop craft seniority will be

integrated in accordance with the terms and provisions outlined in

Article IIT of this Agreement:

(c) Upon ninety (90) days advance written notice,

NSR/CRC DPoints

Buffalo, New York

Chicago, Illinois

Cincinnati, Ohio

Cleveland, Ohio

Columbus, Ohio
Elmore/Dickinson, West Virginia
Fort Wayne, Indiana

Lorain, ©Ohio

Toledo, Ohio

the following work

and/or involved employees may be cocordinated or rearranged on NSR and

allocated CRC properties operated by NSR:

(1)

(2)

(3)

(4)

(3)

(6)

(M

(8)

(9}

(10)

EMD locomotive overhaul and component rebuild from Roanoke to
Juniata Locomotive Works at Altoona

GE locomotive overhaul and component rebuild from Juniata
{Altoona) to Roanoke Shop - Locomotives

Atlanta (Pegram Shop) locomotive truck overhaul to Juniata
Locomotive Works, Altococna

Rebuilding of air brake equipment from Chattancoga to Juniata
Locomotive Works, Altoona

Wreck repair for heavily damaged locomotives from Roanoke Shop
- Locomctive to Juniata Locomotive Works, RAltoona

Painting of locomotives from Chattanocoga to Juniata Locomotive
Works, Altoona

All EMD and GE turbocharger work from Juniata (Altoona) to
Roanoke Shop - Locomotives

Machine tool operations and associated fabrication from Altoona
to Roanoke (to be specified more fully in 90-day notice)

92-day inspection of locomotives from Elkhart, Pavonia, and Oak
Island to Bellevue

92-day inspection of locomotives from Enola to Conway

2



(11) Program car repair work from Macedonia, OH, Decatur, IL, and
Williamson, WV to Hollidaysburg

(12) Freight car part reclamation from Hollidaysburg to Roanoke
(13) Wheel shop conscolidation to site selected by NSR
{14) Office car work from Roanoke to Altoona Shops

(15) Car shops closed at Fort Wayne and Enola

Section 2

Future coordinations of work, services or operations not now
contemplated and/or specified in Section 1, in which no employee is
required to relocate and the work force is not reduced at the involved
locations as a result of the coordination may be accomplished upon fifteen

(15) days' written notice by NSR, to the IAMAW General Chairman.

Section 3

Future coordinations of work, services or operations not now
contemplated and/or specified in Section 1 of this Agreement or in the
separate related agreements, which inﬁolve the dismissal or displacement
of any employee(s) or rearrangement of forces (transfer) may be

accomplished by NSR, pursuant to the provisions of the New York Dock

conditions.

Section 4
Coordinations in which work is transferred under this Agreement and

one or more employees are offered the opportunity to follow that work will

be effected in the following manner:

(a) By bulletins giving a minimum of fifteen (15) days’ written



railroad needs to be the party to the Subsequent implementing agreement.

ARTICLE VIII

This agreement shall become effective upon the effective date of the

Implementing Agreement.

Signed at Norfolk, Virginia, this 10th day of October, 1998.

FOR INTERNATIONAL
ASSOCIATION OF
MACHINISTS AND AEROSPACE

Oded £ Bowmstlls — K5 Sper bl

President and DiréEting Vice Prgsident Labor Relations
General Chairman, IAMAW

FOR NORFOLR SOUTHERN RAILWAY COMPANY
And its Railroad Subsidiaries

FOR CONSOLIDATED RAIL CORPORATION

eral Chairman, IAMAW

o2 nia a. Quswea (cumm\

Vice President Labor Relations

12T M Mo :

General Chairman, IAMAW

Gener&l Chairman, IAMAW
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EXHIBIT 15

Implementing Agreement Between Norfolk Southern
Corporation, Norfolk Southern Railway Company,
Consolidated Rail Corporation, CSX Transportation, and
the Transportation Communications International Union
(dated November 2, 1998), pp. 1, 14-15, 27.



IMPLEMENTING AGREEMENT
BETWEEN

NORFOLK SOUTHERN CORPORATION
NORFOLK SOUTHERN RAILWAY COMPANY
CONSOLIDATED RAIL CORPORATION
CSX TRANSPORTATION

AND THEIR EMPLOYEES REPRESENTED BY

"~ TRANSPORTATION COMMUNICATIONS INTERNATIONAL UNION
TRANSPORTATION COMMUNICATIONS INTERNATIONAL UNION-T/C DIVISION

WHEREAS, Norfolk Southern Railway Company and its railroad subsidiaries and Norfolk
Southern Corporation (collecively "NS"); and CSX Transportation, Inc. and its railroad
subsidiaries (“CSXT™); and Conrail, Inc. (“CRR") and Consolidated Rail Corporation (“CRC™)
filed an application with the Surface Transportation Board (“STB") in Finance Docket No. 33388
seeking approval of acquisition of comxol by NS and CSX of CRR and CRC, and for the division
of the use and operation of CRC'’s assets by NSR and CSXT (the “transaction”™);

WHEREAS, the STB, in its Decision 89, approved the transacton and imposed the

employee protective conditions set forth in New York Dock Ry, - Control - Brooklyn Eastern
Distrier, 360 I.C.C. 60 (1979) (“New York Dock condmons ) on all aspecr.s of the Primary

Application; Norfolk g n
Inc., 354 I.C.C. 653 (1980) on related authonzanon of trackage rights; Qgggn_ShQn_Lm

&muhmwm 3601 C C 91 (1979) on related abandonment authonmnous

I1.C.C. 653 (1980) on the relamd amhonunon of the operanons by CSXT or NSR of :rank leases
with other rail carriers to which CRC is a party;

WHEREAS, the parties signatory hereto desire to reach an implementing agreement in
satisfaction of Article I, Section 4 of the New York Dock conditions and other aforementioned
labor protective conditions.

Now, therefore, .it is agreed:



applicable deductions and 35 months union dues and assessments; or b)an amount computed in
accordance with Section 7 of the New York Dock conditions if they have less than five years
service, less applicable deductions and 12 months of unson dues and assessments. (Union dues
and assessments Will be at the prevailing rate in effect at the time that the severance allowance is
paid.) Employees who are paid severance allowances will also i) be paid for any accrued vacarion
not taken, and ii) if they are eligible to receive ap age annuity from the Railroad Retirement Board.
be paid for 50% of their accumulated and unused sick leave at the rate of the position last occupied
pursuant to Rule 38(m) of the Conrail-TCU agreement.

CHAPTER IO-FUTURE COORDINATIONS
Article 1
NS or CSXT may effect wansfer(s) of work between CR (including SAA or the portions of Conrail
to be operated by NS or CSXT) and NS or CSXT where no employee will be required 1o relocate

and the size of the workforce will not be reduced at either point by providing written notice to the
involved TCU General Chairmen not less than fifteen (15) days in advance of such transfer.

Article IT

NS or CSXT may effect transfer(s) of positions and/or work between CR (including SAA or the
portions of Conrail to be operated by NS or CSXT) and NS or CSXT which will result in a
relocation or a reduction in the work force of not more than five (5) employees by providing

writien notice to the involved TCU General Chairmen not less than thirty (30) days in advance of
such transfer(s). '

Article JII

NS or CSXT may effect transfer(s) of positions and/or work between CR (including SAA or the
portions of Conrail to be operated by NS or CSXT) and NS or CSXT which will result in 2
relocation or a reduction in the work force of more than five (5) employees by providing written

notice to the involved Geperal Chairman not less than forty-five (45) days in advance of such
transfer(s).

Article IV

Section 1 _

The notice(s) provided for under this Article III will list the names, seniority dates and rates of pay
of the employees immediately affected and will identify the positions and work involved, the

applicable NS or CSXT collective bargaining agreement(s), and the manner in which the work
force will be rearranged to perform the work.

14



Section 2 -
The date on which the work is moved from one Carrier to the other will be the effective date of
the transfer.

Article V-Bulletining and Assiening Positi
Section 1

Positions established at a new location as a result of a ransfer of work will be bulletined to
employees holding positions on the seniority district from which the involved work is being
ransferred. Application for such positions must be received by the officer issuing the bulletins
within ten (10) days of the issuance of the bulletin. The successful applicants for such positions
will by making application, indicate their acceptance of the tramsfer to the new location.
Employees may bid on one or more position but, if they bid on more than one position, they must
indicate their order of preference (i.e. first preference, second preference, etc.). Positions will
be assigned in seniority order in the following order of preference:

a. To employees holding positions being abolished as a result of the involved
transfer of work.

b. To employees bolding positions on the seniority district where positions are
being abolished as a resuit of the involved transfer of work. .

Section 2
Positions not filled pursuant to Section 1 above will thereafter be assigned in accordance with the
applicable agreement at the locations where the new positions are established.

Section3

Employees whose positions are abolished and who couid have transferred 0 the new work location
but did oot do so will, upon being released from their positions, exercise seniority in accordance
with applicablé rules and agreements. If such employees do not have sufficient seniority to
exercise displacement rights, they will revert to furloughed status with a suspension of protective
benefits during the furlough, subject to recall 10 subsequent vacancies. This Section 3 will not
operate to permit SAA to furlough an employee in violation of the May 30, 1997 Agreement while
that agreement is in effect.

CHAPTER Il
A rticle I-Fit { Abili
Positions will be assxgned under this Implementing Agreement based on each applicant’s seniority,
fitness and ability. Fitness and ability being sufficient, seniority shail prevail. The term “fitness
and ability” shall not be construed as meaning “eminently qualified”; however, it shall mean that
the successful applicant must possess the basic skills required of the position and evidence the

18



CHAPTER XII
On the effective date of the Agreement, or as sooﬁ thereafter as practicable. all employees may
be paid on a bi-weekly basis unless prohibited by law. In converting to bi-weekly the parties will
follow their previous practices. On SAA the parties will follow the NS practices.

CHAPTER XIII

The parties agree that after the initial division of the use and operation of CRC'’s assets between
CSXT and NSR pursuant to this agreement, if either CSXT or NSR serves a subsequent notice
related to the transaction bur limited to a coordination of its CRC allocated assets and not affecting
the other railroads. then only that railroad needs to be the party to that notice.

CHAPTER XIV

All Conrail pending notices and proposals, if any, served under Section 6 of the Railway Labor
Act, as amended, on behaif of individuals who become employees of CSXT or NS under this
agreement will no longer apply to such employees. Those employees will be covered by the
current notices, if any, pending on the agreement applicable to the territory to which transferred
as if they were on such territory when said notices were served.

CHAPTER XV

This agreement shall fuifill the requirements of Article I, Section 4 of the New York Dock
conditions, and other conditions imposed in the order of the STB in Finance Docket No. 33388.

Signed this 2nd day of November, 1998.

FOR THE TRANSPORTATION FOR THE CARRIERS:
COMMUNICATIONS INTERNATIONAL

DL o A

General Chairman Asst. Vice Presidens-Labor Relations, CR

Gicc Pr&sidZm-L% Relations, CSXT

WA A

Asst. Vice President Labor Relations. NS
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EXHIBIT 16

Letter from George J. Francisco, Jr., President, National
Conference of Firemen and Oilers, to STB Chairman
Linda Morgan (undated).



IEORGE J. FRANCISCO, JR.

DANIEL S. ANDERSON. JR
PRESIDENT

SECRETARY-TREASURER

l '“.’r" ' Izi;, e

NATIONAL CONFERENCE OF FIREMEN & OILERS

SEIU. AFL-CIO, CLC
1100 CIRCLE 75 PARKWAY « SUITE 1585 « ATLANTA, GA 30339 » (770) 933-9104 » FAX: (770) 933-0361

The Honorable Linda Morgan, Chairman
Surface Transportation Board

1925 K Street, NW, Ste. 820
Washington, DC 20423

Dear Chairman Morgan:

This is to advise that the National Conference of Firemen and
Oilers and the Applicants for Finance Docket No. 33388 have reached
a voluntary Implementing Agreement. Therefore, NCF&0O withdraws its
opposition to the Applicants’ Operating Plan and is no longer
opposed to the approval of Finance Docket No. 33388.

Very truly yours,







EXHIBIT 17

Letter from Joseph A. Stinger, Administrative Assistant
to the International President Director — Railroad
Division, International Brotherhood of Boilermakers,
Iron Ship Builders, Blacksmiths, Forgers and Helpers, to
STB Chairman Linda Morgan, dated March 24, 1998.



International Brotherhood of e 0N
BOILERMAKERS - IRON SWIP BUILDERS ({71143 BLACKSMITHS - FORBERS & HELPERS

758 State Avenue Kansas Gity, Kansas 86101

o Ao PN T —
SUrIZ 570 SUITR $83
81.3-371-2840 BL3~371-2840
TAX:913-281-8101 FAX:833-281-8102
March 24, 1998

The Honorable Linda Morgan

Chairman

Surface Transportation Board

1925 K Street, NW - Ste 820

Washington, DC 20423

Dear Chairman Morgan:

This is to advise that the International Brotherhood of Boilermakers, Iron Ship
Builders, Blacksmiths, Forgers und Helpers and the Applicants for Finance
Docket No. 33388 have reached an Implementing Agreement. In consideration
for Applicants’ commitment to certify that a pumber of positions represented by
IBB will be adversely affected, IBB accepts the implementation of the Applicants’
Operating Plan, iz no longer opposed to the approval of Finance Docket No. 33388
and supports the approval of the Conrail transaction.

Sincerely,

ekt 5

a eph A. Stinger

strative Assistant to the
ternational President ‘

Director - Railroad Division

JAS/awf

¢e: C.W. Jones, IP
A. M. Scheer, IR - RD
K. R. Peifer, CSX VP - LR /
R. S. Spenzki, NS VP - LR







EXHIBIT 18

Joint Verified Statement of Kenneth R. Peifer and
Robert S. Spenski, pp. 1, 8-11 (CSX/NS-20, Vol. 3, pp.
| 493, 500-503).



BEFORE THE

SURFACE TRANSPORTATION BOARD

Finance Docket No. 33388

CSX/NS-20

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

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

RAILROAD CONTROL APPLICATION

VOLUME 3B OF 8

NS OPERATING PLAN, LABOR IMPACT EXHIBIT.
DENSITY CHARTS AND SUPPORTING STATEMENTS

JAMES C. BISHOP. JR.
WILLIAM C. WOOLDRIDGE
J. GARY LANE

JAMES L. HOWE. Il
ROBERT J. COONEY

A. GAYLE JORDAN
GEORGE A. ASPATORE
JAMES R. PASCHALL
ROGER A. PETERSEN
GREG E. SUMMY

JAMES A. SQUIRES
Norfolk Southern Corporation
Three Commercial Place
Norfolk. VA 23510-2191
(757) 629-2838

RICHARD A. ALLEN
JAMES A. CALDERWOOD
ANDREW R. PLUMP
JOHN V. EDWARDS

Zuckert. Scoutt & Rasenberger, L.L.P.

888 Seventeenth Street. N.W.
Suite 600

Washington, DC 20006-3939
(202) 298-8660

JOHN M. NANNES
SCOT B. HUTCHINS
Skadden. Arps. Slate.

Meagher & Flom LLP
1440 New York Avenue, N.W.
Washington. DC 20005-2111
(202) 371-7400

Counsel for Norfolk Southern
Corporation and Norfolk Southern
Raibvay Company

June 1997

(EXHIBITS 13 AND 14)

MARK . ARON

PETER J. SHUDTZ
ELLEN M. FITZSIMMONS
CSX Corporation

One James Center

901 East Cary Street
Richmond. VA 23129

(804) 782-1400

P. MICHAEL GIFTOS
DOUGLAS R. MAXWELL
PAUL R. HITCHCOCK
NICHOLAS S. YOVANOVIC
FRED R. BIRKHOLZ

JOHN W. HUMES. JR.

R. LYLE KEY. JR.
CHARLES M. ROSENBERGER
PAMELA E. SAVAGE )
JAMES D. TOMOLA

CSX Transportation. Inc.

500 Water Street

Jacksonville. FL 32202

(904) 359-3100 '

DENNIS G. LYONS
JEFFREY A. BURT
RICHARD L. ROSEN

MARY GABRIELLE SPRAGUE
PAUL T. DENIS

DREW A. HARKER

SUSAN T. MORITA

SUSAN B. CASSIDY
SHARON L. TAYLOR
JEFFREY R DENMAN

JODI B. DANIS

CHRIS P. DATZ

AMANDA J. PARACUELLOS
Armold & Porter

555 12th Street. N.W.
Washington. DC 20004-1202
(202) 942-5000

SAMUEL M. SIPE. IR.
BETTY JO CHRISTIAN
TIMOTHY M. WALSH
DAVID H. COBURN
CAROLYN D. CLAYTON
Steptoe & Johnson LLP

1330 Connecticut Avenue. N.W.
Washington. DC 20036-1795
(202) 429-3000

Counsel for CSX Corporation and
CSX Transportation. Inc.

TIMOTHY T. O'TOOLE
CONSTANCE L. ABRAMS
Consolidated Rail Corporation
Two Commerce Square '
2001 Market Street
Philadelphia. PA 19101

(215) 209-3000

PAUL A. CUNNINGHAM
Harkins Cunningham

1300 Nineteenth Street. N.W.
Suite 600

Washington, D.C. 20036
(202) 973-7600

Counsel for Conrail Inc. and
Consolidated Rail Corporation



JOINT VERIFIED STATEMENT -
OF
KENNETH R. PEIFER
AND
ROBERT S. SPENSKI

,

>

Kenneth R. Peifer is Vice President Labor Relations at CS

\O

65

93]

Transportation, Inc. ("CSX"). He began his railroad career in 1
in the Operating Department of The Baltimore and Ohic Railroad
Company. In 1972 he joined the Labor Relations Department ci the
Chicago Rock Island & Pacific, and in 1973 he accepted a position
in labor relations with the Western Pacific Railrocad. 1In 1977 he
joined the Labor Relations Department of the Southern Pacific
Railroad and he served as Assistant Vice President-Labor Relations
from 1985 to 1992. In this position Mr. Peifer directed all of the
labor relations activities for the Southern Pacific rail companies.
In March of 1992 Mr. Peifer joined the Labor Relations Department
of CSX.

Mr. Peifer earned a Bachelor of Arts degree in English -
Education from the City University of New York in 1969 and a Master
of Arts degree in Public Administration from Golden Gate University
in 1974. He also attended the University of San Francisco Labor
Management School.

During his 25 years in labor relations in the rail industry,
Mr. Peifer has had extensive experience with Interstate Commerce
Commission ("ICC") and Surface Transportation Board ("STBR")
transactions including proposed mergers and acguisitions of
control, and with the labor protective conditions imposed in such
transactions. This experience includes the proposed Southern

Pacific-Santa Fe merger in the mid-1980s and continuing
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with the representatives for each class or craft on the three rail
systems satisfying all labor conditions fér this transaction.

The arrangements described in each Appendix A represent our
best projections, based on the current information. However,
experience teaches that additional coordinations and rearrangements
and modifications of existing labor agreements will be necessary as
circumstances change, as shipping patterns evolve, and as each
carrier acquires experience in managing its new expanded system.
Such necessary changes, like those explicitly described in the
appendices, will undoubtedly provide greater long-term employment
opportunities for our employees, while they give the carriers the

flexibility to meet their customers’ needs.

Conclusion

The position changes summarized in the Labor Impact Exhibit
reflect the details of the Operating Plans as they are projected,
including the necessary coordinations and changes in seniority
districts, bargaining agreements, etc., set forth in the CSX and NS
Operating Plans and each Appendix A. All of these changes are
essential to achieve the transportation efficiencies of the
transaction, as well as to allow the expanded CSX and NS Systems to
provide to customers the service benefits described in the
Operating Plans. They are also essential if the expanded CSX and
NS Systems are to meet the needs of shippers for efficient
transportation at attractive and competitive prices. These new

arrangements and coordinations will lead to additional rail
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'traffic, which, in tﬁrn, will create new Jjob opportunities and
enhanced job security for our employees. After the initial
implementation of the transaction, additional changes also may
become evident based upon experiences with the expanded CSX and NS
Systems and Shared Assets Areas.

As of the date of the Application, no employee protection
agreements have been reached with authorized labor representatives.
However, contacts will be made expeditiously with the necessary
authorized labor representatives in order to initiate the process

of obtaining these agreements.
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VERIFICATION

COMMONWEALTH OF VIRGINIA )
) SS.
CITY OF NORFOLK )

Robert S. Spenski, being duly swom, deposes and says that he is Vice President Labor
Relations for Norfolk Southern Corporation, and has read the foregoing statement, knows the

contents thereof, and that the same is true and correct.

Eet

Robert S/penski

Subscribed and swomn to before me by Robert S. Spenski

this /2" day of { Jet551997.
U

I{Otary Public

7

My commission expires: < AL ity Y [ 1949%.
/) J

10
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VERIFICATION

STATE OF FLORIDA )
SS.

COUNTY OF DUVAL )

Kenneth R. Peifer, being duly sworn, deposes and says that he
is Vice President Labor Relations of CSX Transportation, Inc., that
he is qualified and authorized to submit this Verified Statement,
and that he has read the foregoing statement, knows the contents

thereof, and that the same is true and correct.

4/.«»/‘76 V4 / z)/’

Kenneth R. Peifer

Subscribed and sworn to before me by Kenneth R. Peifer this

10*® day of June, 1997.

Notary Public

DO:CHmY A. MCDOWEW
Notary ~upiic - State of Florida
My Commission Expires Nov 22, 1999

Commission # CCAHM726
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'EXHIBIT 19

PA-10 (dated Feb. 23, 1998).



. PATTON BOGGS, L.L.P. -
2550 M STREET. N.W. )
WASHINGTON. D.C. 20037-1350
(202! 457-6000

FACSIMILE. [202) 457-63!5 WRITER'S DIRECT DIAL

(202)457-6424
PA-10 '

February 23, 1998

The Hon. Vernon A. Williams, Secretary
Surface Transportation Board

1925 K Street, NW

Suite 700 4
Washington, DC 20423-0001

Re: Finance Docket No. 33388, CSX and Norfolk Southern --
T d i / - ail

Dear Secretary Williams:

On behalf of the Commonwealth of Pennsylvania. Governor Thomas J. Ridge and the
Pennsylvania Department of Transportation (collectively. "Pennsylvania"). I write in part to
restate Pennsylvania's support for Applicants' proposed transaction.

Pennsylvania is also pleased to submit for the record two letter agreements dated October
21. 1997: one with Norfolk Southern and the other with CSX. The Mayor of the City of
Philadelphia is also a party to both letter agreements.

Pennsylvania is furnishing these agreements to the Board because it would like the Board
to be aware of their existence and terms. Pennsylvania understands that while the obligations
stated in the agreements depend upon Board approval of the proposed transaction, the
agreements do not require the imposition of any conditions by the Board. Nonetheless. the
agreements may be considered by the Board as constituting representations that the Applicants
will comply with their respective terms. See Union Pacific/Southern Pacific merger case.
Finance Docket No. 32760. Decision No. 44 served August 12. 1996 at p. 12, n.14. Accordingly.
Pennsylvania 1s pleased to submit these agreements for inclusion in the record in this proceeding.

Sincerely,
¢ S [/(_ Q)

John L. Oberdorfer 3/
cc: parties of record

(attachment to parties on confidential service list only)
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SOUTHERN
Norfolk Southem Corporgeon » David R. Goode
Nortolk. Virginia 23510-2191
804 §28-2610
October 21, 1997
The Honorable Thomsas Ridge The Honorable Edward Rendell
Governor of Pennsylvanis Mayor of Philadelphia
225 Main Capitol City Flall
Harrisbwrg, PA. 17120 Philadelphia, PA. 19107

Deuﬁmmdgamdmyorw

1 appreciste the commitment and cooperation you and your representatives have
demonstrated during the past few months as we have worked toward a8 mutual understanding of
the benefits and challenges for the Commonwealth and the City resulting from the proposed
Canrail Acquisition. An agreemen: about the significant issues has been our objective. 1 believe
the goal is achicvable and offer the following proposals toward that end:

I.  Economic Devclopment

Norfaolk Southem, the Commonwealth and the City will enter into an

unpreccdented public-private parnership to encourage rail-criented industry 1o locate in
Philadelphiu and across Pennsylvanis. Our respective commitments include:

A

Norfolk Southern will provide $10 million in cash investments to supplemens the
public effort 1o attract Kvaerner ASA 10 the Philadelphia Navy Yard Our
payments, which will be directed by the siate and city, will be made in five (5)
equal, annual instaliments, with the initial instaliment to be made on July 1, 1998.

Norfolk Southern, working with the Department of Community and Economic
Development, the Governor’s Action Team and the Philadelphia Industial
Development Corporation (“PIDC™), will expend a minirgum of $15 million in
the five (5) years after STB approval of the Conrai] Aoquisition for rail-served
economic development programs in Philadelphia and across the Commonwealth.
These programus will assist in land acquisition, facility construction and rail
infrastrucrure installation with a focus on the Philadelphis Naval Business Center

To complement the priar efforts, Norfolk Southern will pursue sdditional
sconomic development incentive programs to encourage rail-oriemed industry o
locate in Philadelphia and across the state. Working with the Departument of

Operatng Subadisres. Noroik Soumem Ralway Company ! NOTh AMErCan Van Lines. inc.



The Honorable Thomas Ridge
The Honorable Edward Rendell
October 21, 1997 - Page 2

L

dobs

Community and Economic Development and the Governor's Action Texm,
Norfolk Southem will provide up frant capital through these programs 1o assist
potantial rail customers in their costs of land scquisition, facility consruction and
tail infrasoucnoe installation in exchange for contractual obligations for
acceptable levels of il business. After STB approval, Norfolk Southern will
make available for such projects a maximum of $S million annually and will
eontinus this program for a minimum of Sve (5) years, thus making an additional
$25 million available for rail-oriented cconomic development projects.

The Clty of Philadelphia, through the PTDC, and Norfolk Southern plan to execute
2 Development and Marketing Agreement tha! is being developed for the PNBC.

The Delaware River Port Authority and Narfolk Southern plan to execute an
agreement that is being developed for the locarion and operation of Nerfolk
Southern’s intermodal terminal, referenced in [ILB, at the AmeriPort Intermodal
Terminal.

The Camunanwealth of Pennsylvania will approve the expenditare of ISTEA
funds for signalization and track improvemenis on the Chambersburg line and
such additions! Permsylvania projects as may subsequently be authorized by
Congress involving lines owned or operated by Norfolk Southern, including the
Erie track relocation project.

Job creation is one of the principal goals of our combined economic development

effors. Additionally, Norfolk Southern's job creation efforts will include:

A

A Mid-Atlantic Regional headquarters will be Jocared in Philadelphia. Initially,
thﬂ:ewﬂl be ssventy-five (75) jobe, including 8 Regional Vice President, ar this

One-hundred-fifty (150) new rail-related jobs will be creted as a result of
Norfolk Southern commercial and operational activities in the Philadelphia area
during the three ysars after STB approval of the Conrall Acquisition

CSX and Norfolk Southern will jointly own Coarail Inc. Philadelphis will remain
as the hadq\nmn of Coanail Inc, for the 350 positions involved with the
operation of the “Shared Assets Areas™ and other continuing Canrail activities.
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M Capinl Expend
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The operating pian filed with the STB identifies more than $235 million in capital
improvement expenditures by or on behalf of Norfolk Southers in Pennsyivania. This is
the Jargest experditure by Norfolk Sowthern in any single stze and includes an
inrvestment of more than $30 million in Philadelphia for four major projects:

A Triple Crown fasility (S4 millicn);

B.  lntermodal facility ($10 millicm);

C.  Auwwomobile facility (516 million); and

D Track comnection at Zoo intcrlocking ($1.4 million).
Pagsenger Rail |

Freight and passenger rail sperations share track in more than half of SEPTA’s
service territory. Noefolk Southem, the City and the Commonwealth will recommmend 10
Conrail and SEPTA that the existing Trackage Rights Agreement be extendad for five (5)
years. Norfolk Southern agress, subsequent to STB approval of the Conrail Acquisition,
to negotiate seriously and in good faith the extension of SEPTA service on the Harrshurg
and Morrisville lines, and such other issues as may be eppropriate.

o Citizeaski

Norfolk Southern will be an active parnicipant in tivic and charitable affairs m
Philadelphia and throughout Peansylvania aud, together with CSX, will encourage
Connail to fulfill its philanthropic commitments as of this date,

Regulatory Review

On or before October 21, 1997, The Commonwealth of Pennsylvania and the City
of Philadeiphia will file wrinen siatements of support for the Conrail Acquisition with the
STB. Additianally, you have agreed 10 encoursge other elected officials and public
agencies, including SEPTA and the DRPA, also 10 file timely statemnents of suppart

Norfolk Southern’s commitments in this letter are expressty conditioned upon STB

approval of the Conrail Acquisition substantially as it was filed on June 23, 1997, and therefore,
will take effect only upen elosing of the Conrail Acquisition. Norfolk Southern’s commitroents
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also are conditioned upon fulfillment by Penasylvania and Philadelphia of their mxpmc:l
commitments, reflected in this lener and in the agreements under development.

. Some ot:the issues I have addressed have common elements or involve mutual
requirernents with CSX. Ibehmth:! we and CSX are in agreement about the objectives and
expect that you will memorialize yow understandings with CSX in a similar fashion.

This unprecedented public-private parmership demonstrates Norfolk Southemn's
commitment 10 Pennsyivania and Philadelphia and to their future economic prosperity. We are
excited about the opportunities that lie ahead and look forward 10 working closely with you.

Sincerely,

David R. Goode






EXHIBIT 20
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UNITED STATES OF AMERICA
+ + + + +
SURFACE TRANSPORTATION BOARD
+ 4+ + + +
ORAL ARGUMENT
+ + + 4+ +
CSX CORPORATION AND CSX TRANSPORTATION, INC.
NORFOLK SOUTHERN CORPORATION AND NORFOLK
SOUTHERN RAILWAY COMPANY -- CONTROL AND OPERATING
LEASES/AGREEMENTS-CONRAIL INC.
AND CONSOLIDATED RAIL CORPORATION
STB FINANCE DOCKET NO. 33388
+ + + + +
WEDNESDAY
JUNE 3, 1998
+ + + + +
WASHINGTON, D.C.
+ + + + +
The Public Hearing convened at The Surface
Transportation Board, 1825 K Street, N.W., Room 760,
at 10:00 a.m.
BEFORE:

LINDA J. MORGAN, Chairman

GUS A. OWEN, Vice-Chairman

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., NW.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com
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companies, commuter and inner-city passenger rail
service, rail safety and the environment.

He was greatly appreciative that you
allowed a staffer like me to come up and present them.

CHAIRMAN MORGAN: Well, you have presented
them well. Thank you.

VICE CHAIRMAN OWEN: Would you take the
Senator our best and hopes that he has a speedy
recovery?

MR. RENBERG: I will. Thank you.

CHAIRMAN MORGAN: We will now proceed with
the first group of Members of Congress.

I would like Senator Warner, Congressman

Shuster and Congressman Bliley to come up.

I think I would like to begin with you,
Chairman Shuster since you are the creator and
authorizer of the Board and our fate is in your hands.

And since we are so non-controversial
these days that is probably pretty easy to handle.

But we are honored to have you and I know
this is of great interest in the pending matter.

REPRESENTATIVE SHUSTER: Thank you very

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., NW.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.neairgross.com
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much, Madam Chairman and Mister Vice Chairman. I
certainly appreciate the opportunity to be here.

I want to commend you on what I believe to
be an outstanding job of this Board, thus far.

I might comment, with regard to building
highways, one of the reasons that we want to build
these medern highways is so we can have better hookups
with rail terminals as well as seaports and airports
so that we can have a more productive and better
America in which to live.

I am here today to express my strong
support for the proposed acquisition of Conrail by
Norfolk Southern and CSX.

From both a national and a regional
perspective, this transaction is a significant net
plus. Conrail has done an excellent job with the
resources available to it. But it does not have the

capital resources so vital in an industry that is

beginning to experience a capacity crunch. And

indeed, Norfolk Southern and CSX can provide the
capital necessary to draw on to meet the future

infrastructure needs of the railroad.

NEAL R. GROSS
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Indeed, in my judgement, Conrail cannot
survive in the long run, standing alone.

Competitively, bringing two healthy rail
carriers into the Northeast is a major advance for the
region and the nation.

I first came to Congress as we were
struggling with the aftermath of the Penn Central and
other northeastern rail bankruptcies. Indeed, I was
deeply involved in the creation of Conrail.

Much of our effort was successful because
Conrail came out of this disaster and was able to
stand on its own feet as a private sector railroad.

But some of the potential competitive

options for northeastern rail shippers that we hoped

for just didn‘t materialize.

This left Conrail without a major regional
rail competitor. That is why bringing Norfolk
Southern and CSX into the region holds the potential
for greater competition between two large railroads
having the needed capital resources, as is already the
case in the West and Southeast.

This transaction, on a competitive basis,
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is clearly in the public interest. Having Conrail
succeeded by NS and CSX is also good for Pennsylvania.
Many Conrail facilities, including the Altoona and the
Hollidaysburg shops, are among the crown jewels of the
system that was rebuilt after Penn Central.

And I am very pleased that the NS
operating plan includes a continued and an expanded
role for these highly productive facilities and their
highly skilled work forces.

As to the highiy trained Conrail workers
in my district and elsewhere, I am very pleased that
NS and CSX are going forward with efforts to negotiate
implementing agreements as soon as possible.

Any change in corporate control inevitably
produces some uncertainties that affect the employees.
But I am confident that both the carriers and the
unions can work out any differences in the context of
well-established procedures for implementing the
transaction, once approved by the STB.

I would also note that I am perhaps the
only Member of Congress appearing today who has

actually worked as a laborer on the railroad,

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
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BEFORE THE
SURFACE TRANSPORTATION BOARD

CSX CORPORATION AND CSX TRANSPORTATION, INC.

NORFOLK SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY COMPANY
--CONTROL AND OPERATING LEASES/AGREEMENTS—
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

STB FINANCE DOCKET NO. 33388

NORFOLK SOUTHERN’S
SAFETY INTEGRATION PLAN

SUBMITTED IN ACCORDANCE WITH
DECISION NO. 52

Dated: December 3, 1997



personal contacts between NS officers and their Conrail counterparts in every affected
department. As a result, NS is better prepared to smoothly implement this transaction.

NS not only has been working with CSX and Conrail in the development of proper
implementation plans, but also has been in direct consultation with the FRA and, in fact, has
submitted drafts of its SIP to the FRA for its review, consultation and comment. This parallels
the ongoing consultative process with FRA fostered in 1996 through NS’ involvement in FRA’s
Safety Assurance and Compliance Program (SACP). In addition, NS has been drawing upon
the expertise and experienc;e of commuter agency authorities and Amtrak. Furthermore, as
discussed more fully below, NS has cotained the benefit of review and comments concerning
its ongoing safety program as well as this SIP from the safety leaders at DuPont. NS is
committed to maintaining these lines of communication and benefitting from the knowledge and
experience available from each of these organizations and their internal experts.

Full implementation of the transition to an expanded NS system will require flexibility
throughout the process. This plan must and will change to address new information and
changing circumstances. NS understands that this is a dynamic process which requires plans
backed by contingency plans capable of meeting and safely addressing the changing business
environment. In the discussion that follows, NS sets forth many of the decisions which have
been made, or in the alternative, the process through which decisions will be made, to safely,
smoothly and efficiently accomplish the proposed transaction. Accordingly, as more information
is developed, both before and after Control Date, many of the safety plans set forth herein will
require modification. NS will ensure that the STB, FRA and others are consulted and kept

informed as NS’ safety integration process continues to evolve.
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