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Philadelphia Industrial Development Corporation

Peter S. Longstreth
President

March 11, 2004

Surface Transportation Board
1925 K Street, N.W.
Washington, DC 20423-0001

RE: STB Finance Docket No. 33388 (sub. No. 91)
CSX-NS — Control and Operating Leases/Agreements — Conrail

Dear Sir or Madam:

Pleased be advised that a representative of Philadelphia Industrial Development
Corporation (PIDC) desires to speak for five minutes at the April 2, 2004 Trenton NJ
hearing on this subject. The PIDC representative will speak also on behalf of the
Philadelphia Authority for Industrial Development, and may speak also on behalf of the
City of Philadelphia, or may introduce a representative of the City who will present the
City’s comments.

The City and PIDC submitted joint comments on this subject railroad control application
on October 20, 1997, and on February 23, 1998 submitted a request to make part of the
record of these proceedings two letter agreements dated October 21, 1997 addressed by
the Presidents of CSX and NS to the Governor of the Commonwealth of Pennsylvania
and the Mayor of the City.

These letters contain various representations proposing assistance to the City and
Commonwealth for fostering economic development, job retention/expansion, capital
expenditures, passenger rail and civic and charitable giving/corporate citizenship. We
wish to address the applicants’ progress in adhering to these representations, in
accordance with Paragraph 19 of STB Decision No. 89 decided July 20, 1998. In the
event that it is determined that the railroads have not achieved satisfactory progress, then
we will request that the Board extend their deadline for achieving them and establish
metrics to monitor their progress.
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Copies of these two letters are attached. Office &1
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Sincerely,
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EDWARD W. DUFFY
Vice President
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Cc: Stephanie Naidoff
Peter Longstreth
H. Craig Lewis, NS
D. Kevin Hurley, CSX
D. Yeager, Governor’s Action Team
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Noddolk Southern Carparation
Three Cammercial Place
Norlalk, Virginia 23510-2191
804 629-2610
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David R. Goode
Chaman, President and
Chiet Executive Officer

October 21, 1897 /1.t~

demonstrated during the past few months as we have worked toward a mutal understanding of %
the benefits and challenges for the Commonwealth and the City resulting from the proposed
Conrail Acquisition. An agreement about the significant issues has been our objective. 1 believe
the goal is achievable and offer the following proposals toward that end:

I E i v ment

Norfolk Southern, the Commonwealth and the City will enter into an
unpreccdented public-private partnership to encourage rail-oriented indusury to locate in
Philadelphia and across Pennsylvania. Our respective commitments include:

A Norfolk Southern will provide $10 million in cash investments to supplement the
public effort 1o attract Kvaerner ASA to the Philadelphia Navy Yard. Our
payments, which will be directed by the state and city, will be made in five (5)
equal, annual installments, with the initial installment to be made on July 1, 1998.

B. Norfolk Southern, working with the Department of Community and Economic
Development, the Governor’s Action Team and the Philadelphia Indusaial
Development Corporation (“PIDC"), will expend a minimum of $15 million in
the five (5) years after STB approval of the Conrail Acquisition for rail-served
economic development programs in Philadelphia and across the Commonwealth.
These programs will assist in land acquisition, facility construction and rail
infrastructure installation with a focus on the Philadelphia Naval Business Center
(“PNBC™).

C. To complement the prior efforts, Norfolk Southern will pursue additional
economic development incentive programs to encourage rail-oriented industry to
locate in Philadelphia and across the state. Working with the Dcpa.rtment of

Cperating Subsidiaries: Norfolk Southem Railway Compény t North American Van Lines, lac,

The Honorable Thomas Ridge The Honorable Edward Rendell
Govemor of Pennsylvania : Mayor of Philadelphia
225 Main Capitol City Hall
Harrisburg, PA. 17120 Philadelphia, PA. 19107 s
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1. Jobs

efforts.

The Honorable Thomas Ridge
The Honorable Edward Rendell
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Community and Economic Development and the Governor's Action Team,
Norfolk Southem will provide up front capital through these programs to assist
potential rail customers in their costs of land acquisition, facility construction and
rail infrastructure installation in exchange for contractual obligations for
acceptable levels of rail business. After STB approval, Norfolk Soutbern will
make available for such projects a maximum of $5 million annually and will
continue this program for 2 minimum of five (5) years, thus making an additional
$25 million available for rail-oriented economic development projects.

The City of Philadelphia, through the PIDC, and Norfolk Southern plan to execute
a Development and Marketing Agreement that is being developed for the PNBC.

The Delaware River Port Authority and Norfolk Southern plan to execute an
agreement that is being developed for the Jocarion and operation of Norfolk
Southemn’s intermodal teyminal, referenced in ITII.B., at the AmeriPort Intermodal
Terminal.

The Commonwealth of Pennsylvania will approve the expenditure of ISTEA
funds for signalization and track improvements on the Chambersburg line and
such additiona) Pennsylvania 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
Additionally, Norfolk Southern’s job creation efforts will include:

A Mid-Atlantic Regions! headquarters will be located in Philadelphia. Initally,

there will be seventy-five (75) jobs, including a Regional Vice President, at this
site.

One-hundred-fifly (150) new rail-related jobs will be created as a result of
Norfolk Southern commercial and operational activities in the Philadelphia area
during the three years after STB approval of the Conrail Acquisition.

CSX and Norfolk Southern will jointly own Conrail Inc. Philadelphia will remain
as the headguartess of Conrail Inc. for the 350 positions involved with the .
operation of the “Shared Assets Arcas” and other continuing Conrail activities.
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OI.  Capita) Expenditures

The operating plan filed with the STB identifies more than $235 million in capital
improvemnent expenditures by or on bebalf of Norfolk Southern in Pennsylvania. This is
the largest expenditurc by Norfolk Southern in any single state and includes an
investment of more than $30 million in Philadelphia for four major projects:

A. Triple Crown facility (§4 million);

B. ntermodal facility ($10 million);

C. Automobile facility ($16 million); and

D. Track connection at Zoo interlocking ($1.4 million).
IV.  Passenger Rajl

Freight and passenger rail operations share track in more than half of SEPTA’s
service territory. Norfolk Southern, the City and the Commonwealth will recommend 1o
Conrail and SEPTA that the existing Trackage Rights Agreement be extended for five (5)
years. Norfolk Southern agrees, subsequent 1o STB approval of the Conrail Acquisition,
to negotiate seriously and in good faith the extension of SEPTA service on the Harrisburg
and Morisville lines, and snch other issues as may be appropriate.

V. Corporate Citizenship

Norfolk Southern will be an active participant in civic and charitable affairs in
Philadelphia and throughout Pennsylvania and, together with CSX, will encourage
Conrail to fulfill its phﬂamhropm commimments as of this date.

Vi Review

On or before October 21, 1997, The Commonwealth of Pennsylvania and the City
of Philadelphia will file writien statements of support for the Conrail Acquisition with the
STB. Additionally, you have agreed 1o encourage other clected officials and public
agencies, including SEPTA and the DRPA, also to file timely statements of support.

Norfolk Southern’s commitments in this letter are expressly conditioned upon STB
approval of the Conrail Acquisition substantially as it was filed on June 23, 1997, and therefore,
will take effect only upon closing of the Conrail Acquisition. Norfolk Southern’s commitraents
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also are conditioned upon fulfillment by Pennsylvania and Philadelphia of their reciprocal
commitments, reflected in this letter and in the agreements under development.

Some of the issues I have addressed have common elements or involve mutual
requirements with CSX. [ believe that we and CSX are in agreement about the objectives and
expect that you will memorialize your understandings with CSX in a similar fashion.

This unprecedented public-private partnership demonstrates Norfolk Southern’s
commitment to Pennsylvania and Philadelphia and 1o their future economic prosperity. We are
excited about the opportrities that lie ahead and look forward 1o working closely with you.

Sincerely,

David R. Goode
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The Honorable Thomas Ridge | - TheHonorablc Edward Rendell >

Gavernor © Mayer -;;
_ Commonwealth of Pennsylvania City of Philadelphia

225 Main Capitol City Hall ,

Harrisburg, PA- 17120 o Philadelphia, PA 19107

Dear Governor Ridge and Mayor Rendell:

* We have worked togetherina cooperatwe team over the last seven months, stnmng
just after the announcement of the acquisition of Conrail by CSX and Norfolk Southern. We
believe this historic transaction will provide competitive freight transportation to the Northeast
that will benefit all shippers by providing improved value for rail freight fransportation.
Specifically, we have worked with represcntatives of the Commonwealth, the City of
Philadélphia, SEPTA and the Port on cconomic development projects that can provide future
beneflts for the citizens of Pennsylvania. This letter outlines propasals necessary to advance
developments of these projects consistent with.the Commonwealth's and City's acuv& supgon of
the acquisition to the Surface Transportation Board. ; s S,
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CSX, the Commonwcahh and the City will enter into a publlc—pnvaxc%rs}ﬁp
in recogmition of the ehanges that will occur in the Philadelphia area and to encourage rai Sres
oriented industry to locate in Philadelphia and across Pennsylvania. This partnership also will
bencfit the Jones Act trades, in which Sea-Land, a CSX sub sxdmry, pamcxpatu Our respective

' commitments include: .

A. CSX will provide $10M in ca.sh investments to supplement the public
effort to attract Kyaerner ASA to the Philadelphia Navy Yard. Our .
payments, which will be directed by the slate, will be made in five (5)
equal, annual instaliments, with the initial installment to be made on

- July 1, 1998.

—~  B. CSX will'cxpend a minimum of $1M per year over the five (5) years (3
total of $5M) after merger approval for rail-served economic
development programs in Philadelphia and across the Commonwealth.
These programs will assist in land acquisition, facility canstruction and
rail infrastructure improvements with a focus on Philadclphia.

- Poxt Office Bc! 5582!. Richmond, Virginla 23285-5829 *
= FAX (804) 7626734 *
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To complement these efforts, CSX will establigh 2 new economic
development incentive program to encourage rail-oriented industry to
locate in Philadelphia and across the Commonwealth. Working with
the Depariment of Economic and Community Development and the
Govemor's Action Team, CSX will provide capital through these
programs to assist potential rail customers in their costs of land
acquisition, facility construction, installation of rail sidings, ctc., in
exchange for contractual obligations for certain levels of rail business.
After STB approval, CSX will make available $2M per year over a
five year period (a total of $10M) for this program.

. The City of Philadelphia, through the PIDC, and CSX will execute a

Marketing Agreement for the City of Philadelphia.

The Delaware River Port Authority and CSX will execute an
agreement for the devclopment and operation of its intermodal
terminal at Gracnwiéh’Yard.

The Commonwealth of Pennsylvania will seek, along with CSX, and
approve the expenditure of federal funds for clearance improvements
on the West Trenton line from Philadelphia to the New Jersey border
and approve funding for any such additional Pennsylvania projects as
may be subsequently authorized by Congress involving line¢ owned or
operatcd by CSX. T

. The Commonwealth, the City of Philadelphia and CSX agree that it is

in the Commonwealth's cconomiic interest to have a strong, well-
maintained and strategically located rail freight infrastructure.

2. lobs

| Job crcation.is the principal goal of our combined economic development
efforts. :

A. CSX and Norfolk Southern will jointly own Conrail, Inc. Philadelphia

—

will remain as the headquarters of Conrail, Inc. which, as detailed in

our application to the STB, will have 350 positions involved with the
operation of the “Shared Assets Areas” end other continuing Conrail

activities. :
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B. Thirty-five new rail-related jobs will be created in addition to 150
existing jobs, as a result of CSX commercial and operational activities
in the Philadelphiz area during the three years after STB approval of
the acquisition.

C. CSX anticipates cstablishing a regional office in Philadelphia that will .
includé government relations, industrial development, sales and
operations.

3. Capital Expenditures

- The operating plan filed with the STB identifies more than $27M in
capital improvement sxpenditures by CSX in Pennsylvania with at least $22M in
Philadelphia for thres major projects: '

A Intermodal facility (315M). (The Dclaware River Port Authérity has
offercd to fund the construction of this facilily pursuanl to the
‘agreement referred to in paragraph 1E.)

B. Track connection at Bastwick interlocking (§4M).
C. Bélmont Siding ($3M).
4. [Eassenger Rail

Freight and passenger operations share track in more than half of SEPTA's
service territory. Our CSX team has begun to work closely with SEPTA, Conrail and the
Norfolk Southem to ensure safc on-time passenger and freight operations. CSX will
consent to Conrail extending the SEPTA Trackage Rights Agreement for an additional
five years as Jong as SEPTA provides unqualified liability coverage for CSX and the

. Conrail Shared Area Operations company (CSAQ) backed by broad indemnification
language and insurance.

5. cjm_andﬁhamabl:_&!mg

After STB approval, CSX along with Norfolk Southern and Conrail, Inc.
will ensure that all of Conrail's philanthropic obligations as of the date of this letier arc
met. The three companies will be active members of the civie and charitable commumty
in Philadelphia and throughout the Commonwealth.




6. Regulafory Review

On or before October 21, 1997, the Commonwealth of Pennsylvania and
the City of Philadelphia will file written statements of support for the Conrail scquisition
with the STB. We anticipste that you will encaurage other elected officials and public
agencies, including SEPTA and the DRPA, 1o file timely statements of support and will
otherwisc continue to support the acquisition. '

CSX's authority to acquire Conrail and expand operations in Pennsylvania
and, therefore, the terms of our agreemcnt, are expressly conditioned upon approval of
the Conrail acquisition by the STB. Of course, CSX obligations contained in this letter
are subject to the Commonwealth and the City satisfying their obligations.

Some of the issues [ fzaVc addresscd have common elements or mutual
requirements with Norfolk Southern. | believe that we and Norfolk Southem are in
sgreement about the objectives and expect that you will memorialize your understandings
with Norfolk Sauthem in 2 similar fashion.

I look forward to working closely with you in the future,

incerely,
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