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b. Tex Mex

Tex Mex began trackage rights operations in
November, and has used its rights toc operate a total of 150
freight trains through May. During the first five months of
1997, Tex Mex has averaged 22 trains per month. In the
Houston area, Tex Mex has used both of the routes granted it
by the Board -- the SP mainline route via Eureka and the HBT
East Belt route. Charts #4, #5 and #6 depict, by month, Tex
Mex’s through trackage rights trains, and the numbers of cars
and tons on those trains.

The stated purpose of the Board’s partial grant of
the trackage rights conditions sought by Tex Mex was to
"address the possible loss of competition at the Laredo
gateway into Mexicc and to protect the essential services
provided by Tex Mex to its shippers." Decision No. 62, p. 6.
Whether or not the Tex Mex conditions were justified or
necessary -- and Applicants have appealed the Board’s decision
imposing them -- there is no question that competition has
remained strong at Laredo and Tex Mex has remained viable
subsequent to the implementation of the merger. The volume of
traffic handled by Tex Mex to and from Laredo has increased
significantly since September 1996. As depicted in Chart #7,
Tex Mex’s Laredo traffic has increased every month since

September. Tex Mex's southbound traffic over Laredo, which

has traditionally made up virtually all of Tex Mex’s Laredo
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Chart #£
Tex Mex Trackage Rights

Number of Cars (Through Trains)
’ B Empties
E W Loads , I |

Month/Year

m
2
g
o
E
w
of}
"
°
©
o
e
»
S
©
(&)




Chart #6
Tex Mex Trackage Rights
Gross Tons (Through Trains)
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Chart #7
Tex Mex Laredo Traffic
(Loaded Cars)
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business, has increased by 37%, from 18,184 carloads for the

period from October 1995 through May 1996 to 23,896 carloads
for the period from October 1996 to May 199%. Tex Mex'’s much
smaller northbound volumes have also increased.2/

Tex Mex’'s share of the traffic moving over the
Laredo gateway has also increased. In the October 1995-May
1996 period, Tex Mex’s share of Laredo crossings was 27%
southbound and 0.5% northbound. In the October 1996-May 1997
period, those shares were significantly higher -- 31%
southbound and 1.0% northbound.

The straightforward explanation for this upward
trend in Tex Mex’'s volumes and shares of Laredo traffic is
that the growth in the volumz of traffic that Tex Mex
interchanges with BNSF at Corpus Christi/Robstown and handles
itself using its new trackage rights between Beaumont and
Corpus Christi/Robstown has greatly outstripped the decline in
the volume of traffic that Tex Mex interchanged with SP and
UP.

This trend is moust readily observed by focusing on
the southbound volumes. As shown on Chart #8, beginning in
October 1996, BNSF has handled substantial and increasing
volumes of traffic -- primarily unit grain trains -- using its

trackage rights between Houston (Algoa) and Corpus

24/ Those volumes have increased from 282 carloads in the
October 1935-May 1996 period to 564 carloads in the October
1996-May 1997 period.




Christi/Robstown. BNSF’'s volumes grew from zero carloads in
September 1996 to 1,964 carloads in May 1997. All of this
traffic is delivered to Tex Mex, which serves as BNSF’'s agent

at Corpus Christi, and most of it is interline traffic

destined for Laredo.?/ This growth in BNSF volumes is all

the more sicnificant given that BNSF has repeatedly informed
the Board that it has been hampered in developing interline
traffic with Tex Mex as a result of "the lack of progress in
the negotiations between BN/Santa Fe and Tex Mex on
determining a neutral division arrangement for rates on
traffic interchanged at Robstown between the two
carriers. "¢/

At the same time, Tex Mex’s southbound trackage
rights volumes have also grown steadily. Through May, Tex Mex
had operated a total of 89 southbound freight trains,
including both merchandise trains and unit grain trains. As
shown in Chart #9, by May, Tex Mex’s southbound monthly
trackage rights volume had grown to 809 loaded cars. Chart
#10 overlays the BNSF and Tex Mex trackage rights volumes with
UP/SP’'s Tex Mex interchange traffic and graphically
demonstrates why Tex Mex’s Laredo gateway volumes have

increased so significantly.

2/ Some of BNSF's southbound traffic is destined for
receivers or export at C .pus Christi.

%/ BNSF-PR-3, p. 8; see also BNSF-PR-2, pp. 3-4; BNSF
Progress Report and Operating Plan, Oct. 1, 1996, p. 22.




Chart #8
BNSF Corpus Christi/Robstown Trackage Rights Traffic
(Southbound)
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Chart #9
Tex Mex Trackage Rights Traific
(Southbound)
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Chart #10
Tex Mex and BNSF Trackage Rights Traffic to Corpus
Christi/Robstown and UP/SP-Tex Mex Interline Traffic

(Southbound)
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Other developments subsequent to the implementation
of the UP/SP merger further confirm that there is no cause for
concern about Tex Mex’s ability to remain a strong competitive
alternative at Laredo and serve the shippers on its Corpus
Christi-Laredo line. With KCSI’'s acquisition of an interest
in the northeastern railway concession in Mexico, and its

purchase of the Gateway Western and Gateway Eastern

Railways,? Tex Mex is now an integral link in what KCSI

calls "The NAFTA Line" betwee. Mexico City and Chicago. See
Exhibit D hereto, a map obtained from KCSI’s Internet web
site.

KCSI has emphasized the significant traffic growth
it anticipates as a result of its acquisition of an interest
in the northeastern Mexico rail concession. In a December
1996 presentation by KCSI and TMM concerning their acquisition
of the concession (also posted on KCSI’'s web site), TMM's
Chairman explained that "in line with TMM’'s corporate strategy
to become a fully integrated transportation company," the
northeastern railway concession will "increase volumes
transported by Tex Mex." KCS traffic projections -- also
presented in December, by KCS President Michael Haverty --
show Tex Mex handling approximately half of all U.S.-Mexico

traffic crossing at Laredo. See Exhibit E hereto. BNSF has

2/ Tex Mex is owned 51% by TMM and 49% by KCSI. TMM and
KCSI reportedly are each 49% partners in the northeastern
Mexican rail concession.




also recently entered into a marketing agreement with the

newly-formed I&M Rail Link ("IMRL") to move traffic from IMRL
points in Iowa, Illinois, Missouri and Minnesota to Mexico via
Tex Mex.

Finally, significart declines since the merger in
the rates for Eastern Mexico traffic reflect the continued
intense post-merger competition for this traffic. See
Confidential Appendix E.

. Utah Railway

Utah Railway’s ability to exploit its trackage
rights has been affected in the short run by serious
production problems at the mines it serves. Nonetheless, as
indicated in its verified statement, Utah Railway has operated
12 trains over the rights. All Utah Railway shippers have
strong competitive options, 3nd Utah Railway is in a positicn
to exploit its new rights as traffic volumes increase at its
mines.

Utah Railway indicates that it is "encouraged" by
recent BNSF rate quotes for its traffic, both eastbound and
westbound, and adds that "we are working with both UP and BNSF
on contract rate offers to varicus customers for potential
movement of coal from Willow Creek and/or [Savage Coal
Terminal] to Grand Junction, CO for inftarchange with either UP
or BNSF." Utah Railway states that, in its view, "things look

promising for future movements."




"3-to-2" Traffic and Source Competition

Experience is demonstrating that the Board was

clearly correct in determining that the merger would have no

adverse competitive effect on "3-to-2" traffic, or on source
competition for such commodities as Utah and Colorado coal,
Gulf Coast chemicals, and grain. In fact, competition has
been strengthened for all these categories of traffic.

i "3-to-2" fic

Rates. Rates for "3-to-2" traffic have not
increased since the merger. Far from it. UP/SP rates for "3-
to-2" auto traffic are down in the post-merger period, and
average UP/SP rates for "3-to-2" intermodal traffic are flat,
even with rapidly-growing premium-priced volumes on new
trains, as are rates for "3-to-2" general carload traffic.

See Confidential Appendix E.

Autos. The competitive benefits of the merger and
the BNSF settlement for "3-to-2" traffic are dramatically
illustrated by the results of recent head-to-head bidding
between UP/SP and BNSF for Western automotive traffic, a large
portion of total "3-to-2" traffic. Each of the Big Three auto
makers has already benefitted from competition between the new
UP/SP and BNSF networks that is stronger than the three-
railroad competition that preceded it.

Ford will save tens of millions of dollars on auto

shipments from its Kansas City "Mixing Center" to destinations




in the West and Southwest (including Denver, Salt Lake City,

Oakland, Los Angeles, Las Vegas, Phoenix, Albuquergue, San
Antonio, Dallas, Houston and Tulsa) as a result of a five-year
contract with UP/SP entered into in late 1996 after several
rounds of bidding against BNSF.

UP/SP’'s ability to offer Ford significant rate
reductions and service improvements was driven by the
efficiencies and service improvements anticipated as a result
of the merger. Without the merger, neither UP nor SP would
have been able to match BNSF’s ability to serve the full range
of Ford’'s destinations, and SP’'s poor service in fact took it
out of contention for Ford’s traffic altogether. Merger
synergies gave UP/SP an expanded pool of autcrack equipment to
serve the Ford traffic as a result of new triangulation
opportunities, shorter and faster routes for Ford’'s traffic to
Oakland (via the UP line to Denver, UP’s Overland Route to
Ogden, and SP to Oakland) and Los Angeles (via SP’s Tucumcari
and Sunset lines), and operating improvements at Kansas City
that allowed UP/SP to serve Ford’s Kansas City mixing center
more efficiently.

Head-to-head competition between UP/SP and BNSF has
also resulted in significant rate reductions for General
Mctors and Chrysler. Further details of the savings by all
three major auto manufacturers are found in Confidential

Appendix K, and the verified statements of Ford, Chrysler and




Toyota provide still more information about the merger’s

benefits for the automotive shippers.

Intermodal Traffic. Intermodal traffic, the largest

single category of "3-to-2" traffic, has also seen a dramatic
intensification of competition as a result of the merger. We
have previously described the many new intermodal services
that have already been initiated by the merged system,
bringing unprecedent=d competition to numerous intermodal
lanes in the West. 1In addition, thanks to BNSF’s new access
to New Orleans, competition has been greatly strengthened tor
east-west international doublestack container traffic to and
from the West Coast ports. With its new capability to provide
comprehensive network services -- including in particular
service in the Los Angeles-New Orleans corridor, which went
from one single-line route to two as a result of the BNSF
settlement -- BNSF won a $32 million contract with OOCL. This
contract covers 55,000 annual container movements previously
handled by SP, a third of them in the New Orleans corridor.
UP/SP has also had to meet significant BENSF intermodal rate
reductions, both in "2-to-1" corridors and for Western
intermodal traffic generally. See Confidential Appendix C.

APL, UP/SP’s largest intermodal customer, summarizes
the pro-competitive effect of the merger on intermodal traffic
in its verified statement:

"Rail ¢ —wetition has grown stronger as a
result of the merger. Both UP and BNSF are




beginning to realize efficiencies from their
respective mergers and, as a result, the two rail
carriers are reducing rates on competitive routes.
Moreover, the new trackage r ahts BNSF obtained as
part of the merger have allow: i them to work with
nur competitors to offer more attractive packages to
shippers. There have been a number of recent
instances in which UP has lowered rates for APL
movements in response to competitive pressure from
BNSF. These rate reductions have helped APL retain
business from several important shippers who were
considering other intermodal service that use BNSF
routes. It is clear that merger-related
efficiencies have made UP and BNSF stronger
competitors than SP could have been standing alone."

Carload Traffic. Competition for "3-to-2" carload
traffic is also stronger. For example, although the merger
reduced the number of railroads able to originate lumber in
the Pacific Northwest from three to two, competition for this
traffic has clearly intensified, as poor SP service has
radically improved and BNSF has been spurred to respond with
its own rate and service improvements. As TreeSource, a major
PNW lumber shipper, puts it: "The UP/SP merger has produced a
stronger competitor, which in turn has a positive effect on
BNSF’'s performance. The service that TreeSource receives from
BNSF has improved during the past year."

- Utah and Colorado Coal

Those who speculated that the merger would

disadvantage Utah and Colorado cocal have been resoundingly

proven wrong. There has been no change in SP’'s aggressive

rate philosophy. 1Indeed, average rates for coal originating

at DRGW points decreased between the October 1995-March 1996




period and the October 1996-March 1997 pericd. See
Confidential Appendix E. Moreover, UP/SP recently
participated in a price reduction of 4-5% to keep Colorado and
Utah export coal competitive in world markets.

Further, as we have already described, Colorado and
Utah coal volumes are sharply up thanks to the merged system’s

prompt actions to address SP’'s power shortage. The large

backlog of shipments from the producers has been eliminated.

Turn times are dramatically improved. The KP line is being
upgraded. UP is investing in terminal facilities and heavy-
loading cars for Utah coal export. And further service
improvements for both eastbound and westbound Utah and
Colorado coal will soon be forthcoming.

The merged system is marketing Utah and Colorado
coal aggressively. The average length of haul for
Utah/Colorado coal is up more than 100 miles, year over year,
since the merger, as the coal continues to increase its
penetration of more distant markets. UP/SP is aggressively
bidding on new movements and calling on potential consumers of
Utah and Colorado coal. Contracts have been entered into
since the merger covering, for example, a move of Colorado
coal to Central Illincis Public Service at Lis, Illinois; a
move of Utah coal to Calaveras Cement at Monolith, California;
and a move from Wildcat, Utah, on the Utah Railway, to

Southdown at Victorville, California, which was secured after




strong competition with BNSF. The availability of UP river
teiminals has also facilitated the movement of Utah and
Colorado coal to Southeastern destinations. Receivers such as
TVA now have a better and more flexible choice of coals and
the ability to blend at rail-to-water transfer facilities.

The verified statement of Kennecott Energy Company

confirms the merger’s pro-competitive effects for

Utah/Colorado coal, and for Western coal generally:

"As a result of the merger, Kennecott can now
offer more customers improved access to a variety of
coal sources. Kennecott now has new or improved
single-line service from its Wyoming and Colorado
mines to all UP and SP destinations, including
multiple river transfer facilities, which gives
Kennecott options that did not exist before the
merger. This gives Kennecott better access to more
customers, and gives @ach customer the ability to
‘mix and match’ coal from different sources, thereby
allowing them to ucilize the most efficient blend of
coals. All this has been accomplished while
maintaining the aggressive pricing instituted by 3P
for Kennecott'’s customers.

Despite our initial concerns about the merger,
UP has shown itself to k. interested in the
aggressive marketing of Colorado coal. With more
efficient service to more destinations, Kennecott's
Colorado coal will be more competitive in more
markets, even though some competing mines in Utah
will now have competitive rail service -- UP and
BNSF (via the Utah Railway or transloads) -- as a
resuit of the merger."

Similarly, the verified statement of Commonwealth Edison
Company attests to both the merged system’s "aggressive
marketing" of Utah/Coloradec coal, as well as other Western
coals, and the "service improvements" tne merged system has

already achieved for that traffic.




UP/SP is projecting continued significant growth of
Utah/Colorado coal volumes in coming years. The new long-term
Geneva Steel contract is based on continued reliance, over its
15-year term, on backhauls of Utah ancd Colorado coal, in
direct contradiction to assertions made by some parties during
the merger proceedings that the merged system would no longer
promote such backhauls or offer "backhaul pricing."

¥ {5 oa mi

Competition for Gulf Coast plastics and other
chemicals traffic is also clearly stronger, notwithstanding
some parties’ concerns -- rejected by the Board -- that it
would be reduced as a result of the merger. Rates for this
traffic are down. UP/SP rates for other Texas/Louisiana
chemicals (STCC 28) and petroleum products (STCC 29) are also
down, as are systemwide UP/SP STCC 28 and STCC 29 rates. See
Confidential Appendix E.

As shown in Confidential Appendices A through C,
Gulf Coast chemical chippers are benefitting from new single-
line service, shorter routes, and the new vigorous rate and
service competition from BNSF. Just one notable example of
these benefits is the situation of Eastman Chemical at
Longview, Texas. Before the merger, Eastman was served by UP
and BNSF. The BNSF route looped down to Houston and back

north, making any movement to or from the Midwest or East

extremely circuitous. The Houston-Memphis trackage rights




created a new, second direct rail rcute to and from the
Midwest and East for Eastman, and BNSF has been running
regular trains in the Mempt - corridor to and from Eastman’s
Longview facility. The verified statements of Bayer, Dow,
Exxon and Occidental Chemical provide further illustrations of
the benefits that the Gulf Coast chemical industry is already
receiving from the merger.

As noted, UP/SP is devoting special attention to
immediate measures to improve service for Gulf Coast chemical
shippers, in advance of the labor agreements, TCS cutovers and
investments that will allow directional running and extensive
rationalization of Gulf Coast train and yard operations.

These steps include pre-blocking for Southeastern carriers,
modifications to yard functions to reduce congestion, and a
special task force to improve the handling of empty cars.
UP/SP has also worked with individual shippers on interim
measures to improve service. For exzmple, the traffic of
DuPont at Gregory, Texas, is being handled over a combination
of SP and UP lines to avoid SP terminal delays. Similarly,
Interchem, a shipper at Eustace, Texas (near Dallas), was
experiencing 30-day cycles on a unit train of sulfuric acid to
Green Bay, Florida, routed over SP to the New Orleans gateway
via Houston. By moving this train over a less congested route

via SP to Texarkana and UP from Texarkana to the New Orleans

gateway, UP/SP was able to cut the cycle time in half.




4. Grain

Concerns of USDA and others that source competition
for grain would be reduced have also proven meritless. As
noted, the merger has opened up new SP markets for UP grain
producers. BNSF has used its trackage and haulage rights to
move large volumes of grain, at significantly lower rates, to
Mexico, Arkansas, California and Utah (Confidential Appendix
B). UP/SP has had to respond to BNSF’s initiatives with lower
grain rates of its own, in both domestic and export markets
(Confidential Appendix C). And UP/SP systemwide grain rates
are down since the merger. See Confidential Appendix E. The
verified statements of Albert City Elevator, West Bend
Elevator Company and Zacky Farms underscore the merger’s
benefits for grain shippers.

* * *

The conclusion is straightforward. Thanks to the
merger and the competitive conditions, competition is
stronger. Rates are falling. The conditions are working.
BNSF and UP/SP are closely matched competitors throughout the
Viest, and are both positioned to achieve further improvements
in competitiveness and service quality. Shippers no longer
face a financially weak SP with continually deteriorating
service. The merger is proving to be the success that the

Board believed it would be. There is absolutely no basis for

changing the merger decision or saddling the merged system




with additional conditions, which would only undermine merger

benefits.

July 1,
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STATE OF NEBRASKA )

)
COUNTY OF DOUGLAS )

I, R. Bradley King, Vice President-Transportaticn of

Union Pacific Railroad Company, state that the information in
Part I of the Applicants’ Report on Merger and Condition
Implementation (UP/SP-303) in STB Finance Docket No. 32760
(Sub-No. 21) was compiled by me or individuals under my
supervision, that I know its contents, and that to the best of

my knowledge and belief those contents are true as stated.

SUBSCRIBED and sworn to before me by
R. Bradley King this 27th day of
June 1997.

%WWMA—W ;}S’/ w;-

; NOTARY 3
Notary Public : COMMISSION *
£XPIRES
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STATE OF NEBRASKA )
)
COUNTY OF DOUGLAS )

I, Richard B. Peterson, Senior Director-Interline
Marketing of Union Pacific Railroad Company, state that the
information in Part II and the Confidential Appendices of the
Applicants’ Report on Merger and Condition Implementation
(UP/SP-303) in STB Finance Docket No. 32760 (Sub-No. 21) was
compiled by me or individuals under my supervision, that I
know its contents, and that to the best of my knowledge and

belief those contents are true as stated.

Rt &N

RICHARD B. PETFRSON

SUBSCRIBED and sworn to before me by
Richard B. Peterson this 27th day of
June 1997.

Notary Public

GENERAL NOTARY-3tate of Nebraska
ELAINE H. MYERS
BRGS0 My Comm. Fxp. May 31,1998




CERTIFICATE OF SERVICE

I, Michael L. Rosenthal, certify that, on this 1st

day of July, 1997, I caused a copy of the foregoing document

to be served by first-class mail, postage prepaid, or by a
more expeditious manner of delivery on all parties of record
in Finance Docket No. 32760 (Sub-No. 21), and on
Director of Operations Premerger Notification Office

Antitrust Division Bureau of Competition

Suite 500 Room 303
Department of Justice Federal Trade Commission
Washington, D.C. 20530 Washington, D.C. 20580

YL St

Michael L. Rosenthal







IT A

NT, TIO NDITIONS

The following is a report on steps taken, and plans
for future steps, in regard to the environmental mitigation
conditions, which are addressed in the order they are listed
in Appendix G to Decision No. 44:

A. Systemwide Mitigation
8 Track Inspection. This condition has been

satisfied.

Tank Car Inspection. This condition has been

satisfied.

i Signal Crossing Devices. This condition has
been satisfied.

4. Emergency Response ®hone Number. This
condition has been satisfied.

5. TRANSCAER Participation. This condition has
been satisfied.

6. Hazardous Materials Supervision. This
condition has been satisfied.

40 Traini m r Em R
Per nel. This condition has been satisfied.

8. UP Training and Operating Practices.
condition has been satisfied.

9. Closing Boxcar D¢2rs. This condition has been

satisfied.

10. Security Forces. As previously reported, UP/SP

has extended to SP territory its policy of "zero-tolerance" of




vagrancy and trespassing on railroad property. UP/SP met with
the Reno Police Department on this subject in late June.

31. Yisihl moke Re ion. This condition has
been satisfied.

4§ -Hard
This condition has been satisfied.

13. Compliance with FRA Rules and Regulations.
This condition has been satisfied.

B. Corridor Mitigation

14. EPA Emissions Standards. On January 21, 1997,
EPA released proposed rules that would establish nationwide
regulatory requirements for the control of emissions from
locomotives. EPA‘s proposal includes standards for oxides of
nitrogen, hydrocarbons, carbon monoxide, particulate matter
and smoke. EPA received comments on the proposed rules at a
public hearing in Detroit on May 15 and in written submissions
due June 16. The final rules are scheduled for release in
December.

198 5 ltations Wit i

Discussions have been held with environmental officials in

Arizona, Colorado, Illinois, Wyoming and Washington, and UP/SP

is engaged in ongoing discussions with California officials.
Discussions will be scheduled with air quality officials in

other states in the near future.




16. Noise Impacts. UP/SP continues to monitor

implementation of merger-related transportation plans. As

operational changes take place, UP/SP measures train volumes
to determine when they may trigger environmental thresholds,
so that noise issues can be discussed with affected counties.

17. Use of Two-Way End-to-Train Devices. This
condition has been satisfied.

e

18.
Signals. UP/SP provides train density information to states
every six months, which they use to re-prioritize their grade
crossing programs. In addition to meeting with officials in
California, Colorado, Kansas and Texas as previously reported,
UP/SP held additional meetings with Colorado and Kansas
officials in May. Meetings with other affected states are
scheduled or will be scheduled in the near future.

19. East Bay Regional Park District MOU. The MOU
is being implemented in accordance with its specifications.

20. " Truc . The MOU is being
implemented in accordance with its specifications.

21. Placer County MOU. The MOU is being
implemented in accordance with its specifications.

22. City of Reno. UP/SP is in compliance with the

limit of 14.7 through freight trains per day through Reno.




UP/SP continues to provide all requested information to SEA
and to cooperate with SEA’s mitigation study.

23. City of Wichita/Sedgwick County. UP/SP is in
compliance with the limit of 6.4 through freight trains per
day on the former Rock Island line through Wichita. UP/SP
continues to provide all requested information to SEA and to
cooperate with SEA’s mitigation study.

D. Rail Yards and Intermodal Facilities

24. ise i ds. Before
UP/SP undertakes any rail yard construction at the specified
locations, UP/SP? will contact appropriate state and local
officials and will report to SEA on the results of those

consultations.

25. Intermodal Facilities. Before any changes are

made at the specified intermodal facilities, UP/SP will

contact appropriate state and local air quality officials in
the states of California and Illinois and will report to SEA
on the results of those consultations.
E.  Abandonments
26-61. As abandonments are carried out, UP/SP
will comply with all listed conditions.
62-108. As construction projects are carried out,

UP/SP will comply will all listed conditions.




EXHIBIT B



[AMENDED AND RESTATED AS OF JUNE 30, 1997]

AGREEMENT

This Agreement ("Agreement") is entered into this 25th day of September, 1995, between
Union Pacific Corporation, Union Pacific Railroad Company, Missouri Pacific Railroad Company
(collectively refened to as "UP"), and Southern Pacific Rail Corporation, Southern Pacific
Transportation Company, The Denver & Rio Grande Western Railroad Company, St. Louis
Southwestern Railway Company and SPCSL. Corn. {collectively referred to as "SP", with both UP
and SP also hereinafter referred to collectively as "UP/SP"), on the one hand, and Burlington
Northern Railroad Company ("BN") and The Atchison, Topeka and Santa Fe Railway Company
("Santa Fe"), hereinafter collectively referred to as "BNSF", on the other hand, conceming the
proposed acquisition of Southern Pacific Rail Corporation by UP Acquisition Corporation, and the

resulting common control of UP and SP pursuant to the application pending before the Interstate

Commerce Commission ("ICC") in F

. ‘ ]

NOW, THEREFORE, in consideration of their mutual promises, UP/SP and BNSF agree
as follows:
1. Western Trackage Rights
a) UP/SP shall grant to BNSF trackage rights on the following lines:
° SP's line between Denver, Colorado and Salt Lake City, Utah;
o UP's line between Salt Lake City, Utah and Ogden, Utah;
o SP's line between Ogden. Utah and Little Mountain Utah;
UP's line between Salt Lake City, Utah and Alazon, Nevada;
UP's and SP's lines between Alazon and Weso, Nevada;




SP's line between Weso, Nevada and Oakland, California via SP's lme

between Sacramento and Oakland referred to as the "Cal-P" (subject to traffic

restrictions as set ©Hrih o Sewion 1g):
SP's line between Elvas (Elvas Interlocking) and Stockton
(subject to traffic restrictions as set forth in Section 1g and
also excluding any trains moving over the line between Bieber
and Keddie, CA to be purchased by BNSF pursuant to Section
2a of this Agreement);
. UP's line between Weso, Nevada and Stockton, California: and
K SP's line between Oakland and San Jose, California.

b) The trackage rights granted under this section shall be bridge rights for the movement
of overhead traffic only, except for the local access specified herein. BNSF shall receive access on
such iines only to (i) "2-to-1" shipper facilities at points listed on Exhibit A to this Agreement, (ii) any
existing or future transloading facility at points listed on Exhibit A to this Agreement and at points
other than those listed on Exhibit A on the lines (except the line between Elvas (Elvas Interlocking)
and Stockton) listed in Section 1a, (iii) any new shipper facility located subsequent to UP's acquisition
of control of SP at points listed on Exhibit A to this Agreement (including but not limited to situations
where, when the Agreement was s’gned, a new shipper facility was being developed or land had been
acquired for that purpose, with the contemplation of receiving rail service by both UP and SP), and
(iv) any new shipper facility located subsequent i UP's acquisition of control of SP at points other
than those listed on Exhibit A to this Agreement on the lines (except the line between Elvas (Elvas
Interlocking) and Stockton) listed in Section 1a (including but not limited to situations where, when
the Agreement was signed, a new shipper facility was being developed or land had been acquired for
that purpose with the contemplation of reserving rail service by both UP and SP). BNSF shall also
have the right to establish and exclusively serve intermodal and auto facilities at points listed on
Exhibit A to this Agreement. BNSF shall also receive the right to interchange with the Nevada
Northern at Shafter, NV: with the Utah Railway Company at the Utah Railway Junction, UT, Grand
Junction, CO and Provo, UT; witk the Utah Central Railway Company at Ogden, UT; and with the
Salt Lake, Garfield and Westemn at Salt Lake City, UT. BNSF shall also receive the right to utilize




in common with UP/SP, for normal and customary charges, SP's soda ash transload facilities in

Ogden and Salt Lake City. BNSF shall also have the right to access any shipper-owned soda ash
transload facilities in Ogden and Salt Lake City and to establish its own soda ash transload facilities
along the trackage rights granted under this section. For purposes of this Agreement, "2-to-1 shipper
facilities" shall mean all industries thar were open to both UP and SP, whether via direct service or
via reciprocal switching, joint facility or other arrangements, and no other railroad when the
Agreement was executed, regardless of how long ago a shipper may have shipped, or whether a
shipper ever yed, any traffic via either UP or SP. Also for purposes of this Agreement, “new
shipper facility”” does not include expansion of or addition to an existing facility but does include (1)
transload facilities which, when the Agreement was signed, were being developed or land had been
acquired for that purpose, (2) new transload facilities located after September 11, 1996, including
those owned or operated by BNSF, and (3) existing facilities constructing rackage for accessing rail
services for the first time. “Transload facilities” shall rucan a rail transload facility as that term is used
in the industry and shall include product transfers involving trucks, barges and intermodal containers
and product transfers between rail cars as well as new transload technologies that may be developed
in the future. Any such transload facility must have operating costs above and beyond the costs that
would be incurred in providing direct rail scrvice. By way of example, BNSF would not be able to
construct a truck transload facility adjacent to an exclusively served coal mine and then truck the coal
a short distance (say 100 feet) from the mine to the facility. Notwithstanding the requirement in
Sectior: 15 of this Agreement that unresolved disputes and controversies be submitted for binding
arbitration, disputes as to the proper scope of BNSF’s rights to serve new shipper facilities or to
establish and/or serve transload facilities can be presented by the parties to the Surface Transpoitation
Board for resolution.

c) Access to industries at points open to BNSF shall be direct or through reciprocal
switch. Nev customers locating at points open to BNSF under this Agreement shall be open to both
UP/SP aud BNSF. The geographic limits within which (i) new shipper facilities and future
transloading facilities shall be open to BNSF service at points listed on Exhibit A to this Agreement
and (ii) BNSF shall have the right to establish and exclusively serve intermodal and auto facilities at
points listed on Exhibit A to this Agreement, shall generally correspond to the territory within which,




prior to the merger of UP and SP, a new customer could have constructed a facility that would have
been open to service by both UP and SP either directly or through reciprocal switch. Where

switching districts have been established they shall be presumed to establish these geographic

limitations.

d) Forty-five (45) days hefore intiating service to a customer, BNSF must elect whether
its service shall be (i) direct, (ii) through reciprocal switch, or (iii) with UP/SP's prior agreement,
using a third party contractor to perform switching for itself or both railroads. BNSF shall have the
right, upon 180 days prior written notice to UP/SP, to change its election: provided, however, that
BNSF shall (x) not change its election more often than once every five years and (y) shall reimburse
UP/SP for any costs incurred by UP/SP in connection with such changed election.

€) For Reno area intermodal traffic, BNSF may use SP's intermodal ramp at Sparks with
UP/SP providing intermodal terminal services to BNSF for normal and customary charges. If
expansion of this facility is required to accommodate the combined needs of UP/SP and BNSF, then
the parties shall share in the cost of such expansion on a pro rata basis allocated on the basis of the
relative number of lifts for each party in the 12-month period preceding the date construction begins.

f) Except as hereinafter provided, the trackage rights and access rights granted pursuant
to this section shall be for rail traffic of al! kinds, carload and intermodal, for all commodities.

g) On SP's line between Weso ard Oakland via the "Cal-P," BNSF shall be entitled to
move only (i) intermodal trains moving between (x) Weso and points east or Keddie and points north
and (y) Oakland and (ii) one manifest train/day in each direction. Intermodal trains are comprised of
over ninety percent (90%) multi-level automobile equipment and/or flat cars carrying trailers and
containers in single or double stack eonfienratior. Manifest trains shall be carload business and shall
be equipped with adequate motive power to achieve the same horsepower per trailing ton as
comparable UP/SP trains. Helpers shall not be used unless comparable UP/SP manifest trains use
helpers in which case BNSF trai1s may be operated in the same fashion provided that BNSF furnishes
the necessary helper service. BNSF may also utilize the "Cal-P" for one manifest train per day
moving to or from Oakland via Ke-die and Bieber: provided, however, that BN‘ = may only operate
one manifest train/day in each direction via the "Cal-P" regardless of where the train originates or

terminates. The requirement to use helpers does not apply to movement over the "Cal-P."




h) At BNSF's request, UP/SP shall provide train and engine crews and required support
personnel and services in accordance with UP/SP's operating practices necessary to handle BNSF
trains moving between Salt Lake City and Oakland. UP/SP shall be reimbursed for providing such
emvloyees on a cost plus reasonable additives basis and for any incremental cost associated with
providing employees such as lodging or crew transportation expense. BNSF must also give UP/SP
reasonable advance notice of its need for employees in order to allow UP/SP time to have adequate
trained crews available. All UP/SP employees engaged in or connected with the operation of BNSF's
trains shall, solely for purposes of standard joint facility liability, be deemed to be "sole employees”
of BNSF. If UP/SP adds to its labor force to comply with a request or requests from BNSF to
provide employees, then BNSF shall be responsible for any labor protection, guarantees or reserve
board payments for such incremental employees resulting from any change in BNSF operations or
traffic levels.

1) UP/SP agree that their affiliate Central California Traction Company shall be managed
and operated so as to provide non-discriminatory access to industries on its line on the same and no
less favorable basis as provided UP and SP.

j) If BNSF desires to operate domestic high cube double stacks over Donner Pass, then
BNSF shall be responsible to pay for the cost of achieving required clearances. UP/SP shall pay
BNSF one-half of the original cost of any such work funded by BNSF if UP/SP subsequently decides
to begin moving domestic high cube double stacks over this route. If UP/SP initiates and funds the
clearance program, then BNSF shall pay one half of the original cost at such time as BNSF begins
to use the line for domestic high cube double stacks.

k) BNSF agrees to waive its right under Section 9 of the Agreement dated April 13,
1995, and agreements implementing that agreement to renegotiate certain compensation terms of such

agreement in the event of a merger, consolidation or common control of SP by UP. BNSF also

agrees to waive any restrictions on assignment in the 1990 BN-SP agreement covering trackage rights

between Kansas City and Chicago.




I-5 Corridor
a) UP/SP shal! sell to BNSF UP's line between Bieber and Keddie, California. UP/SP
shall retain the right to use the portion of this line between MP 0 and MP 2 for the purpose of turning

equipment. UP/SP shall pay BNSF a normal and customary trackage rights charge for this right.

b) BNSF shall grant UP/SP overhead trackage rights on BN's line between Chemult and
Bend, Oregon for rail traffic of all kinds, carload and intermodal, for all commodities.

c) The parties will, under the procedures established in Section 9f of this Agreement,
establish a proportional rate agreement incorporating the terms of the "Term Sheet for UP/SP-BNSF
Proportional Rate Agreement Covering I-5 Corridor"attached hereto as Exhibit B.

3 Southern California Access

a) UP/SP shall grant access to BNSF to serve all "2-to-1" shipper facilities in Southern
California at the points listed on Exhibit A to this Agreement.

b) UP/SP shall grant BNSF overhead trackage rights on UP’s line between Riverside and
Ontario, CA for the sole purpose of moving rail trai~ of all kinds, carlcad and intermodal, for all
commodities to "2-to-1" shipper facilities at Ontano.

c) UP/SP shall grant BNSF overhead trackage rights on UP's line from Basta, CA to
Fullerton and T.aHabra, CA for the sole purpose of moving rail traffic of all kinds, carload and
intermodal, to "2-to-1" shipper facilities at Fullerton and LaHabra.

d) The trackage rights granted under this section shall be bridge rights for the movement
of overhead traffic only, except for the local access specified herein. BNSF shall receive access on
such lines only to (i) "2-to-1" shipper facilities at points listed on Exhibit A to this Agreement, (ii) any
existing or future transloading facility at points listed on Exhibit A to this Agreement, and (iii) any
new shipper facility located subsequent to UP's acquisition of control of SP at points listed on Exhibit
A to this Agreement (including but not limited to situations where, when the Agreement was signed,
a shipper facility was being developed or land had been acquired for that purpose, with the
contemplation of receiving rail service by both UP and SP). BNSF shall also have the right to
establish and exclusively serve intermoda! and auts facilities at points listed on Exhibit A to this

Agreement.




e) Access to industries at points open to BNSF shall be direct or through reciprocal

switch. New customers locating at points open to BNSF under this Agreement shall be open to both

UP/SP and BNSF. The geographic limits within which (i) new shi-per facilities and future
transloading facilities shall be open to BNSF service at points listed on Exhibit A to this Agreement
and (ii) BNSF shall have the right to establish and exclusively serve intermodal and auto facilities at
points listed on Exhibit A to this Agreement, shall generally correspond to the territory within which,
prior to the merger of UP and SP, a new customer could have constructed a facility that would have
been open to service by both UP and SP either directly or through reciprocal switch. Where
switching districts have been established, they shall be presumed to establish these geographic
limitations.

f) BNSF shall grant UP/SP overhead trackage rights on Santa Fe's line between Barstow
and Mojave, California for rail traffic of all kinds, carload and intermodal for all commodities.

g) UP/SP shall work with BNSF to facilitate access by BNSF to the Ports of Los Angeles
and Long Beach. Other than as legally precluded, UP/SP shall (a) extend the term of the present
agreement dated November 21, 1981, to continue until completion of Alameda Corridor. (b) amend
that agreement to apply to all carload and intermodal traffic, and (c) grant BNSF the right to invoke
such agreement to provide loop service utilizing UP's and Santa Fe's lines to the Ports at BNSF's
option to allow for additional operating capacity. UP/SP's commitment is subject to available
capacity. Any incremental capacity related projects necessary to accommodate BNSF traffic shall be
the sole responsibility of BNSF.

h) Forty five (45) days before mitiating service to a customer pursuant to Sections 3a and
3b, BNSF must elect whether its service shall be (i) direct, (ii) through reciprocal switch, or (iii) with
UP/SP's prior agreement, using a third party contractor to perform switching for itself or both
railroads. BNSF shall have the right, upon 180 days prior written notice to UP/SP, to change its
election; provided, however, that BNSF shall (x) not change its election more often taan once every
five years and (y) shall reimburse UP/SP for any costs incurred by UP/SP in connection with such
changed election.

4. S«uth Texas Trackage Rights and Purchase
) UP/SP shall grant to BNSF trackage rights on the following lines:




UP's line between Ajax and San Antonio;

UP’s line between Houston (Algoa) and Brownsville (with parity and equal

access to the Mexican border crossing at Brownsville);
UP's line between Odem and Corpus Christi;
UP's line between Ajax and Sealy:
SP's line between San Antonio and Eagle Pass (with parity and equal access
to the Mexican border crossing at Eagle Pass);
UP’s line between Craig Junction and SP Junction (Tower 112) via Track No.
2 through Fratt, Texas;
SP’s line between SP Junction (Tower 112) and Elmendorf, Texas:
SP’s line in San Antonio between SP Tower 105 and SP Junction (Tower
112);
SP's Port Lavaca Branch, between Placedo, TX, and Port
Lavaca, TX, for the sole purpose of reaching a point of build-
in/build-out to/from Union Carbide Corporation's ("UCC")
facility at North Seadrift, TX. UP/SP shall permit BN/Santa
Fe or UCC to construct and connect to the Port Lavaca
Branch, at their expense, a build-in/build-out line. BN/Santa
Fe or UCC shall have the right to purchase for net liquidation
value all or any part of the Port Lavaca Branch that UP/SP
may abandon;
UP's line between Kerr (connection to Georgetown RR) and Taylor;
UP's line between Temple and Waco;
UP's line between Temple and Taylor;
. UP's line between Taylor and Smithville; and
. SP's line between El Paso and Sierra Blanca.
b) The trackage rights granted under this section shall be bridge rights for the movement
of overhead traffic only, except for the local access specified herein. BNSF shall receive access on
such lines only to (i) “2-to-1" shipper fasilmes at points listed on Exhibit A to this Agreement and




City Public Service Board of San Antonio, Texas Elmendorf facilities listed on Exhibit A to this
Agreement, (ii) any existing or future transloading facility at points listed on Exhibit A to this
Agreement and at points other than those listed on Exhibit A on the lines listed in Section 4a, (iii) any
new shipper facility located subsequent to UP's acquisition of control of SP at points listed on Exhibit
A to this Agreement (including but not limited to situations where, when the Agreement was signed,
a new shipper facility was being developed or land had been acquired for that purpose, with the
contemplation of receiving rail service by both UP and SP), and (iv) any new shipper facility located

subsequent to UP's acquisition of control of SP at points other than those listed on Exhibit A to this

Agreement on the lines listed in Section 42 (including, but not limited to situations where, when the
Agreement was signed, a new shipper facility was being developed or land had been acquired for that
purpose with the contemplation of receiving rail service by both UP and SP). BNSF shall also have
the nght to establish and exclusively serve intermodal and auto facilities at points listed on Exhibit
A to this Agreement. BNSF shall also have the right to interchange with (w) the Tex-Mex Railwzy
at Corpus Christi and Robstown, (x) the Georgetown Railroad at Kerr, (y) the FNM at Brownsville
(Matamoros, Mexico) and Eagle Pass, and (z) at Elgin, the operator of SP's former line between
Giddings and Llano should service be reinstituted on that line to Elgin. BNSF’s access and
interchange rights at Corpus Christi and Brownsville shall be at least as favorable as SP has currently.
BNSF shall have direct access to the Port of Brownsville, the Brownsville and Rio Grande
International Railroad, and the FNM. BNSF shall have the right to purchase for fair market value a
yard at Brownsville to support trackage rights operations.

c) Access to industries at points open to BNSF shall be direct or through reciprocal
switch. New customers locating at points open to BNSF under this Agreement shall be open to both
UP/SP and BNSF. The geographic limits within which (i) new shipper facilities and future
transloading facilities shall be open to BNSF service at points listed on Exhibit A to this Agreement
and (if) BNSF shall have the right to establish and exclusively serve intermodal and auto facilities at
points listed on Exhibit A to this Agreement, shall generally correspond to the territory within which,
prior to the merger of UP and SP, a new customer could have constructed a facility that would have

been open to service by both UP and SP either directly or through reciprocal switch. Where




switching districts have been established they shall be presumed to establish these geographic

limitations.

d) Forty-five (45) days before initiating service to a customer, BNSF must elect whether
its service shall be (i) direct, (ii) through reciprocal switch, or (iii) with UP/SP's prior agreemers,
using a third party contractor to perform switching for itself or both railroads. BNSF shall have the
right, upon 180 days prior written notice to UP/SP, to change its election; provided, however, that
BNSF shall (x) not change its election more often than once every five years and (y) shall reimburse
UP/SP for any costs incurred by UP/SP in connection with such changed election.

e) The trackage rights and access rights granted pursuant to this section shall be for rail
traffic of all kinds, carload and intermodal, for all commodities.

f) In lieu of BNSF's conducting actual trackage rights operations between Houston,
Corpus Christi, Harlingen and Brownsville (including FNM interchange), UP/SP agrees, upon request
by BNSF, to handle BNSF's business on a haulage basis for the fee called for by Section 8j of this
Agreement. UP/SP shall accept, handle, switch and deliver traffic moving under haulage without any
discrimination in promptness, quality of service, or efficiency in favor of comparable traffic moving
in UP/SP's account.

2) UP/SP shall sell to BNSF UP's line betvveen Dallas and Waxahachie with UP retaining
trackage rights to exclusively serve local industries on the Dallas-Waxahachie line.

h) Upon the effectiveness of the trackage rights to Eagle Pass under this section, BNSF's
right to obtain haulage services from UP/SP to and from Eagle Pass pursuant to the agreement
between BNSF and SP dated April 13, 1995 and subsequent haulage agreement between those parties
shall no longer apply, provided BNSF shall continue to have the right to use trackage at or near Eagle
Pass as specified in that agreement for use in connection with trackage rights under this Agreement.
5. Eastern Texas - Louisiana Trackage Rights and Purchase

a) UP/SP shall grant to BNSF trackage rights on the following lines:

o SP’s line between Houston, Texas and lowa Junction in Louisiana:

. SP's line between Dayton, Texas and Baytown, Texas;

. SP's Channelview Spur which connects to the SP's line between Houston, TX
and lowa Junction, LA near Sheldon, TX for the sole purpose of reaching a
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point of build-in/build-out to/from the facilities of Lyondell Petrochemical
Company and Arco Chemical Company at Channelview, TX. UP/SP shall
permit BN/Santa Fe or one or both shippers to construct and connect to SP's

Channelview Spur, at their expense, a build-in/build-out line. BN/Santa Fe or
the shippers shall have the right to purchase for net liquidation value all or any
part of the Channelview Spur that UP/SP may abandon;

SP’s line near Avondale (SP MP 14.94 and West Bridge Junction (SP MP
9.97),

UP’s Main Line No. ! from UP MP 14.29 to MP 14.11 including crossover
to SP’s main line and UP’s MP 10.38 to MP 10.2; and

UP's line between West Bridge Junction (UP MP 10.2) and UP's Westwego,
Louisiana intermedal facility (approximately UP MP 9.2).

b) The trackage rights granted under this section shall be bridge rights for the
movemen. of overhead traffic only, except for the local access specified herein. BNSF shall receive
access on siuch lines only to (i) "2-to-1" shipper facilitics at points listed on Exhibit A to this
Agreement, (ii) any existing or future transloading facility at points listed on Exhibit A to this
Agreement and at points other than those listed on Exhibit A as the lines listed on Section 5a,,
(i) any new shipper facility located subsequent to UP's acquisition of control of SP at points listed
on Exhibit A to this Agreement (including but not limited to situations where, when the Agreement
was signed, a new shipper facility was being developed or land had been acquired for that purpose,
with the contemplation of receiving rail service by both UP and SP), and (iv) any new shipper facility
located subsequent to UP's acquisition of control of SP at points other than those listed on Exhibit
A to this Agreement on the lines listed in Section 5a (including, but not limited to, situations where,
when the Agreement was signed, a new shipper facility was being developed or land had been
acquired for that purpose with the contemplation of receiving rail service by both UP and SP). BNSF
shall also have the right to establish and exclusively serve intermodal and auto facilities at points listed
on Exhibit A to this Agreement. BNSF shall also have the right to handle traffic of shippers open to
all of UP, SP and KCS at Lake Charles and West Lake, LA, and traffic of shippers open to SP and




KCS at West Lake Charles, LA. BNSF shall also have the right to interchange with and have access
over the New Orleans Public Belt Railioad at Wes: Bridge Junction.

c) Access to industries at points open to BNSF shall be direct or through reciprocal

switch.

d) Forty-five (45) days before initiating service to a customer, BNSF must elect whether
its service shall be (i) direct, (ii) through reciprocal switching, or (iii) with UP/SP's prior agreement,
through use of a third party to perform switching for itself or both railroads. BNSF shall have the
right, upon 180 days prior written notice to UP/SP, to change its election; provided, however, that
BNSF shall (x) not change its election more often than once every five years and (y) shall reimburse
UP/SP for any costs incurred by UP/SP in connection with such changed election.

e) UP/SP shall grant BNSF the right to use SP's Bridge 5A at Houston, Texas.

f) Trackage rights and access rights granted pursuant to this section shall be for rail
traffic of all kinds, carload and intermodal, for all commodities.

g) UP/SP shall sell to BNSF SP's line between lowa Junction in Louisiana and near
Avondale, Louisiana (SP MP 14.94). UP/SP shall retain full trackage rights inciuding the right to
serve all local industries on the line for the trackage rights charges set forth in Section 9a of this
Agreement. UP/SP shall retain rights for the Louisiana and Delta Railroad (L&D) to serve as
UP/SP's agent between lowa Junction and points served by the L&D. BNSF agrees that the purchase
of this line is subject to contracts beiween SP and the L&D. UP/SP shall cause L&D to pay BNSF
compensation equal to that set forth in Table I in Section 9 of this Agreement for operations between
Lafayette and lowa Junction.

h) UP/SP shall sell to RNSF UP’s Main Line No. 1 between MP 14.11 and 10.38, UP’s
Westwego, Louisiana intermodal terminal, SP’s old Avondale Yard (together with the fueling and
mechanical facilities located thereon) as shown on Exhibit C-1: and SP’s Lafayette Yard.

6. Houston, TX-Vailey Junction, IL Trackage Rights

a) UP/SP shall grant to BNSF overhead trackage rights on the following lines:

E SP's line between Houston, Texas and Fair Oaks, Arkansas via Cleveland and
Pine Bluff (including the right to transport empty and loaded coal trains to

and from a point of build-in/build-out to/from Entergy Services, Inc.’s plant
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at White Bluff, Arkansas if and when a build-in/build-out line is constructed
by any entity other than UP/SP to connect such plant with $™’s line between
Houston and Fair Oaks);

UP's line between Fair Oaks and Bridge Junction;
SP's line between Brinkley and Briark, Arkansas:
UP's line between Pine Bluff and North Little Rock, Arkansas;

UP's line between Houston, TX and Valley Junction, IL, via

Palestine, TX;
SP's line between Fair Oaks, AR and Illmo. MO via
Jonesboro, AR and Dexter Junction, MO; and

. UP's line between Fair Oaks and Bald Knob, AR.

b) In lieu of conducting actual operations between Pine Bluff and North Little Rock,
Arkansas, UP/SP agrees, upon request by BNSF, to handle BNSF's business on a haulage basis for
the fee called for by Section 8j of this Agreement,

c) The trackage rights granted under this section shall be bridge rights for the movement
of overhead traffic only, except for the local access specified herein. BNSF shall receive access on
such lines only to (i) "2-to-1" shipper facilities at points listed on Exhibit A to this Agreement, (ii) any
existing or future transloading facility at points listed on Exhibit A to this Agreement and at points
other than those listed on Exhibit A on the lines listed in Section 6a,, (iii) any new shipper facility
located subsequent to UP's acquisition of coatrol of SP at points listed on Exhibit A to this
Agreement (including but not limited to situations where, when the Agreement was signed, a shipper
facility was being developed o: land had been acquired for that purpose, with the contemplation of
receiving rail service by both UP and SP), and (iv) any new shipper facility located subsequent to UP's
acquisition of control of SP at points other than those listed on Exhibit A 10 this Agreement on the
lines listed in Section 6a (including, but not limited to situations where, when the Agreement was
signed, a new shipper facility was being developed or land had been acquired for that purpose with
the contemplation of receiving rail service by both UP and SP). Except as provided in Section 91 of
this Agreement, BNSF shall not have the right to enter or exit at intermediate points on UP's and SP's
lines between Memphis and Valley Junction, IL. Traffic to be handled over the UP and SP lines
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between Memphis and Valley Junction, IL is limited to traffic that moves through, originates in, or

terminates in Texas or Louisiana except that traffic originating or terminating at points listed on
Exhibit A under the caption "Points Referred to in Section 6¢” may also be handled over these lines.
BNSF shall also have the rigit to handle traffic of shippers open to all of UP, SP and KCS at
Texarkana, TX/AR, and Shreveport, LA, to and from the Memphis BEA (BEA 55), but not including
proportional, combination or Rule 11 rates via Memphis or other points in the Memphis BEA. In the
Houston-Memphis-St. Louis corridor, BNSF shzl! Lias ¢ the right to move some or all of its traffic via
its trackage rights over either the UP line or the SP line, at its discretion, for operating convenience.
BNSF shall also have the right to interchange with the Little Rock and Western Railway at Little
Rock and the Little Rock Port Authority at Little Rock. with KCS at Shreveport, LA and Texarkana,
TX/AR for movements of traffic that was originated by KCS at or that will be delivered by KCS to
shippers at Lake Charles, West Lake, or West Lake Charles, LA, and the right to interchange with
KCS (y) at Shreveport, LA for movements of loaded and empty coal trains moving to and from Texas
Utilities Electric Company's Martin Lake generating station, and (z) at Texarkana, TX/AR for
movements of empty coal trains returning from Texas Utilities Electric Company’s Martin Lake
generating station.

d) Access to industries at points open to BNSF shall be direct or through reciprocal
switch. New customers locating at points open to BNSF under this Agreement shall be open to both
UP/SP and BNSF. The geographic limits within which (i) new shipper facilities and future
transloading facilities shall be open to BNSF service at points listed on Exhibit A to this Agreement
and (i) BNSF shall have the right to establish and exclusively serve intermodal and auto facilities at
points listec on Exhibit A to this Agreement, shall generally correspond to the territory within which,
prior to the merger of UP and SP, a new customer could have constructed a facility that would have
been open to service by both UP and SP either directly or through reciprocal switch. Where
switching districts have been established they shail be presumed to establish these geographic
limitations.

e) Forty-five (45) days before initiating service to a customer, BNSF must elect whether
its service shall be (i) direct, (ii) through reciprocal switch, or (iii) with UP/SP's prior agreement,
using a third party contractor to perform switching for itself or both railroads. BNSF shall have the
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right, upon 180 days prior written notice to UP/SP, to change its election; provided. however, that
BNSF shali (x) not change its election more often than once every five years and (y) shall reimburse
UP/SP fc - <y costs incurred by UP/SP in connection with such changed election.

f) The trackage rights and access rights granted pursuant to this section shall be for rail
traffic of ali kinds, carload and intermodal, for all commodities.

g) BNSF shall grant to UP/SP overhead trackage rights on BN's line between West
Mernphis and Presley Junction. UP/SP shall be responsibie for upgrading this line as necessary for

its use. 1i BNSF uses this line for overhead purposes to connect its line to the trackage rights lines,

BNSF shall share in one-hzlf of the upgrading cost.
7. St. Louis Area Coordinations

a) UP/SP agree to cooperate with BNSF to facilitate efficient access by BNSF to other
carriers at and through St. Louis via The Alton & Southern Railway Company (A&S). If BNSF
requests, UP/SP agree to construct or cause to be constructed for the use of both BNSF ar 1 UP/SP
a faster connection between the BN and UP lines at Grand Avenue and a third track from Grand
Avenue to near Gratiot Street Tower at the sole cost and expense of BNSF. Upon completion of
such construction, UP/SP shall grant to BNSF overhead trackage rights on UP's line between Grand
Avenue and Gratiot Street.

b) UP wishes to secure dispatching authority for the MacArthur Bridge across e
Mississippi River at St. Louis. Dispatching is currently controlled by the Terminal Railroad
Association of St. Louis (TRRA). BNSF agrees that it will cause its interest on the TRRA Board or
any shares it owns in the TRRA, to be voted in favor of transferring dispatching control of tk :
MacArthur Bridge to UP if such matter i< nrescnted to the TRRA Board or its shareholders for
action. Such dispatching shall be performed in a manner to ensure that all users are treated equally.

c) If BNSF desires to use the A&S Gateway Yard, upon transfer of MacArthur Bridge
dispatching to UP, UP/SP shall assure that charges assessed by the A&S to BNSF for use of Gateway
Yard are equivalent to those assessed other non-owners or A&S.

d) UP/SP and BNSF agree to provide each other reciprocal detour rights between Bridge
Junction-v. ¢t Mempis and St. Louis in the event of flooding, subject to the availability of sufficient

capacity to accommodate the detour.




Additional Rights

a) UP/SP shall grant BNSF overhead trackage rights on SP's line between Richmond and
Oakland, California for rail traific of all kinds, carload and intermodal, for all commodities to enable
BNSF to connect via SP's line with the Oakland Terminal Railroad ("OTR") and to access the
Oakland Joint Intermodal Terminal ("JIT"), or similar public intermodal facility, at such time as the
JIT is built. BNSF shall pay 50% of the cost (up to $2,000,000 maximum) for upgrading to mainline
standard;, and reverse signaling of SP's No. 1 track between Emeryville (MP 8) and Stege (MP 13.1).

Compensation ior these irackage rights shall be at the rate of 3.48 mills per ton mile for business

moving in the "I-5 Corridor" and 3.! mills p2v ton riile on all other carload and intermodal business
and 3.0 mills per ton mile for bulk business escalated in accordance with the provisions of Section 12
of this Agreement. UP/SP shall assess no additional charges against BNSF for access to the JIT and
the OTR.

o) BNSF shall waive any payment by UP/SP of the Seattle Terminal 5 access charge.

c) BNSF shall grant to UP overhead trackage rights on BN's line between Saunders,
Wisconsin and access to the MERC dock i1 uperior, Wisconsin.

d) ENSF shall grant UP the right to use the Pokegama connection at Saunders,
Wisconsin (i.g., the southwest quadrant connection at Saunders including the track between BN MP
10.43 and MP 11.14).

e) BNSF shall waive SP's requirement to pay any portion of the Tehachapi tunnels
clearance improvements pursuant to the 1993 Agreement between Santa Fe and SP.

) BNSF shall allow UP w0 exercise its rights to use the Hyundai lead at Portland
Terminal 6 without any contribution to the cost of constructing such lead.

g) BNSF shall allow UP/SP to enter or exit SP's Chicago-Kansas City-Hutchinson
trackage rights at Buda, Earlville, and west of Edelstein, Illinois. UP/SP shall be responsible for the
cost of any connections required.

h) BNSF will amend the agreement dated April 13, 1995, between BNSF and SP to allow
UP/SP to enter and exit Santa Fe's line solely for the purposes of permitting UP/SP or its agent to
pick up and set out interchange business, including reciprocal switch business at Newton, Kansas, and
switching UP industry at that point.




1) It is the intent of the partie: ‘hat this Agreement result in the preservation of service

by two competing railroad companies for all customers listed on Exhibit A to this Agreement
presently served by both UP and SP and no other railroad (2-to-1 customers).

The parties recognize that some 2-to-1 customers will not be able to avail themselves of
BNSF service by virtue of the trackage rights and line sales contemplated by this Agreement. For
example, 2-to-1 customers located at points between Niles Junction and the end of the joint track
near Midway (including Livermore, CA, Pleasanton, CA, Radum, CA, and Trevamno, CA), Lyoth,
CA, Lathrop, CA, Turlock, CA, South Gate, CA. Tyler, TX, Defense, TX, College Station, TX,
Great Southwest, TX, Victoria, TX, Sugar Land, TX, points on the former Galveston, Houston &
Henderson Railroad served only by UP and SP, Opelousas, LA. and Herington, KS, are not accessible
under the trackage rights and line sales covered by this Agreement. Accordingly, UP/SP and BNSF
agree to enter into arrangements under which, through trackage rights, haulage, ratemaking authority
or other mutually acceptable means, BNSF will be able to provide competitive service to 2-to-1
customers at the foregoing points and to any 2-to-1 customers who are not located at poiuts expressly
referred to in this Agreement or Exhibit A to this Agreement.

BNSF shall have the right to interchange with any short-line railroad which, pricr to the date
of this Agreement could interchange with both UP and SP and no other railroad.

J) In addition to the right to serve build-in/build-out lines specified in Sections 4a, 5a and
6a, BNSF shall have the right to serve via 4 new ouild-in/build-out line constructed to reach a facility
that was, prior to September 11, 1996, solely served by either UP or SP and would be open to two-
railroad service upon construction of the build-in/build-out line (a) to a point on lines owned by SP
on September 11, 1996, in the case of facilities solely served by UP, or (b) to a point on lines owned
by UP on September 11, 1996, in the case of facilities solely served by SP. UP shall grant BNSF any
trackage rights that may be necessary for BNSF to reach the point at which the build-in/build-out line
connects with the line in question. Notwithstanding the requirement in Section 15 of ¢his Agreement
that unresolved disputes and controversies be submitted for bindirg arbitration, technical disputes
with respect to the implementation of the right to serve build-in/build-out lines can be presented by
the parties to the Surface Transportation Board for resolution.




k) Where this Agreement authorizes BNSF to utilize haulage to provide service the fee

for such haulage shall be $.50 per car mile plus a handling charge to cover handling at the haulage

juncticn with BNSF and to or from a connecting railroad or third party contract switcher. The
handling charge shall be $50 per loaded or empty car for intermodal and carload and $25 per loaded
or empty car for unit trains with unit train defined as 67 cars or more of one commodity in one car
type moving to a single destination and consignee. UP/SP shall bil; BNSF the $50 per car handling
charge for all cars and, upon receipt of appropriate documentation from BNSF demonstrating that
business assessed the $50 per car handling fee was a unit train, adjust prior billings by $25 per car for
each car BNSF demonstrates to have been eligible for the $25 per car handling charge for unit trains.
Where UP/SP is providing reciprocal switching services to BNSF at “2-to-1" facilities as provided
for in Section 9h of this Agreement, the per car handling charge shall not be assessed at the point
where such reciprocal switch charge is assessed. The haulage fee and handling charge shall be
adjusted upwards or downwards in accordance with Section 12 of this Agreement.

)] In the event, for any reason, any of the trackage rights granted under this Agreement
cannot be implemented because of the lack of sufficient legal authority to carry out such grant, then
UP/SP shall be obligated to provide an alternative route or routes, or means of access of
commercially equivalent utility at the same level of cost to BNSF as would have been provided by
the originally contemplated rights.

9. Trzckage Rights - General Provisions

a) The compensation for operations under this Agreement shall be set at the levels shown

in the following table:




Tabie 1
Trackage Rights Compensation
(mills per ton-mile)

PR RTINS P A1l Other Li

Intermodai and Carload 31
Bulk (67 cars or more of 3.0 3.0
onc commodity in one

car type)
These rates shall apply to all equipment inoving in a train consist including locomotives. The

rates shall be escalated in accordance with the procedures described in Section 12 of this Agreement.

The owning line shall be responsible for maintenance of its line in the ordinary course including rail
relay and tie replacement. The compensation for such maintenance shall be included in the mills per
ton mile rates received by such owning line under this Agreement.

b) BNSF and UP/SP will conduct a joint inspection to determine necessary connections
and sidings or siding extensions associated with connections, necessary to implement the trackage
rights granted under this Agreement. The cost of such facilities shall be borne by the party receiving
the trackage rights which such facilities are required to implement. Either party shall have the right
to cause the other party to construct such facilities. If the owning carrier decides to utilize such
facilities constructed by it for the other party, it shall have the right to do so upon payment to the
other party of one-half ('2) the original cost of constructing such facilities.

c) Capital expenditures on the lines over which BNSF has been granted trackage rights
pursuan. ) this Agreement (the trackage rights lines) will be handled as follows:

1) UP/SP shall bear the cost of all capacity improvements that are necessary to
achieve the benefits of its mereer as outlined in the application filed with the
ICC for authority for UP to control SP. The operating plan filed by UP/SP
in support of the application shall be given presumptive weight in determining
what capacity improvements are necessary to achieve these benefits.
Any capacity improvements other than those covered by subparagraph (i)
above shall be shared by the parties based upon their respective usage of the

line in question, except as otherwise provided in subparagraph (iii) below.
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That respective usage shall be determined by the 12 month period prior to the
making of the improvement on a gross ton mile basis.

For 18 months following UP's acquisition of control of SP, BNSF shall not be

required to share in the cost of any capital improvements under the provision

of subparagraph (ii) above.

BNSF and UP/SP agree that a capital reserve fund of $25 million, funded out
of the purchase price listed in Section 10 of this Agreement, shall be
established. This capitai reserve fund shall, with BNSF's prior consent which
will not unreasonably be withheld, be drawn down to pay for capital projects
on the trackage rights lines that are required to accommodate the operations
of both UP/SP and BNSF on those lines, but in any event shall not be used for
expenditures covered by subparagraph (i) above. Any disputes over whether
a project is required to accommodate the operation of both parties shall be
referred to binding arbitration under Section 15 of th's Agreement.

If both UP/SP and BNSF intend to serve new shipper facilities or future
transloading facilities located subsequent to UP's acquisition of controi of SP
as authorized by Scctions ib, 4b, 5b, and 6c, they shall share equally in any
capital investment necessary to provide rail service to such new shipper
facility. If only one railroad initially provides such service, the other railroad
may elect to provide service at a later date, but only after paying to the
railroad initially providing such service 50% of any capital investment
(including per annum interest thereon) made by the railroad initially providing
rail service to the new shipper facility. Per annum interest shall be at a rate
equal to the average paid on 90-day Treasury Bills of the United States
Government as of the date of completion until the date of use by the other
railroad commences. Per annum interest shall be adjusted annually on the first
day of the twelfth (12th) month following the date of completion and every
year thereafter on such date, based on the percentage increase or decrease, in

the average yield of 30-year U.S. Treasury Notes for the prior year compared
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to their average yield in first year of completion of the access to such industry
or industries. Eich annual adjustment shall be subject, however, to a “cap”
(up or down) of two percentage points more or less than the prior year’s
interest rate.

d) The management and operation of the trackage rights line shall be under the e clusive
direction and control of the owning carrier. The owning carrier shall have the unrestricted pov-er to
change the management and operations on and over joint trackage as in its judgement may be
necessary, expedient or proper for th: operations thereof intended. Trains of tiic parties utilizing joint
trackage shall be given equal dispatch without any discrimination in promptness, quality of service,
or efficiency in favor of comparable traffic of the owning carrier.

Owner shall keep and maintain the trackage rights lines at no less than the track standard
designated in the current timetable for the applicable lines subject to the separate trackage rights
agreement. The parties agree to establish a joint service committee to regularly review operations
over the trackage rights lines.

e) Each party shall be responsible for any and all costs relating to providing employee
protection benefits, if any, to its employees prescribed by law, governmental authority or employee
prc  .ive agreements where such costs and expenses are attributable to or arise by reason of that
party's operation of trains over joint trackage. To the extent that it does not violate existing
agreements, for a period of three years following acquisition of control of SP by UP, BNSF and
UP/SP shall give preference to each other's employees when hiring employees needed to carry out
trackage rights operations or operate lines being purchased. The parties shall provide each other with
lists of availatle employees by craft or class to whom such preference shall be granted. Nothing in
this Section 9.¢) is intended to create an obligation to hire any specific employee.

f) The trackage rights grants described in this Agreement, and the purchase and sale of
line segments shall be included in separate trackage rights and line sale agreement documents
respectively of the kind and containing such provisions as «ure normally and customarily utilized by

the parties, including exhibits depicting specific rail ine segments, and other provisions dealing with

maintenance, improvements, and liability, subject to more specific provisions described for each grant

and sale contained in this Agreement and the general provisions described in this section. BNSF and
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UP/SP shall elect which of their constituent railroads shall be a party to each such trackage rights

agreement and line sale and shall have the night to assign the agreement among their constituent
railroads. The parties shall use their best efforts to complete such agreements by sune 1, 1996. If
agreement is not reached by June 1, 1996 either party may request that any outstanding matters be
resolved by binding arbitration with the arbitration proceeding to be completed within sixty (60) days
of its institution. In the event such agreements are not completed by the date the grants of such
trackage rights are to be effective, it is intended that operations under such grants shall be
commenced and governed by this Agreement.

g) All locations referenced herein shall be deemed to include all areas within the present
designated switching limits of the location, and access to such locations shall include the right to
locate and serve new auto and intermodal facilities at such locations and to build yards or other
facilities to support trackage rights operations.

h) If requested by BNSF, UP/SP will provide to BNSF reciprocal switching services at
“2-to-1" shipper facilities covered in this Agreement at a rate of no more than $130 per car adjusted
pursuant to Section 12 of this Agreement.

i) It is the intent of the parties that BNSF shall, where sufficient volume exists, be able
to utilize its own terminal facilities to handle such local traffic. These locations include Salt Lake
City, Ogden, Brownsville and San Antonio, and other locations where such volume develops.
Facilities or portions thereof presentiy utiiized by UP or SP at such locations shall be acquired from
UP/SP by lease or purchase at normal and customary charges. Upon request of BNSF and subjec:
to availability and capacity, UP/SP shall provide BNSF with terminal support services including
fueling, running repairs and switching. UP/SP shall also provide intermodal terminal services at Salt
Lake City, Reno, and San Antonio. UP/SP shall be reimbursed for such services at UP's normal and
customary charges. Where terminal support services are not required, BNSF shall not be assessed
additional charges for train movements through a terminal. BNSF shall also have equal access along
with UP/SP, on economic terms no less favorable than the terms of UP/SP's access, to all SP Gulf
Coast storage in transit ("SIT") facilities for storage in transit of traffic handled by BNSF under the
terms of this Agreement. UP/SP agree to work with BNSF to locate additional SIT facilities on the
trackage rights lines as necessary.




J) BNSF may, subject to UP/SP's consent, use agents for limited feeder service on the
trackage rights lines.

k) BNSF shall have the right to inspect the UP and SP lines over which it obtains

trackage rights under this agreement and require UP/SP to make such improvements under this

section as BNSF deems necessary to facilitate its operations at BNSF's sole expense. Any such

inspection must be completed and improvements identified to UP/SP within one year of the
effectiveness of the trackage rights.

1) BNSF shall have the right to connect, for movement in all directions, with its present
lines (including existing trackage rights) at points where its present lines (including existing trackage
rights) intersect with lines it will purchase or be granted trackage rights over pursuant to this
Agreement. UP/SP shall have the right to connect, for movement in any direction, with its present
lines (including trackage rights) at points where its present lines (including trackage rights) intersect
with lines it will be granted trackage rights over pursuant to this Agreement. BNSF shall also have
the right, at City Public Service Board of Sar. Anioniv, TX’ option, to connect for movement to and
from Elmendorf, TX, where BNSF’s trackage rights granted pursuant to this Agreement intersect at
SP Junction (Tower 112) with the existing trackage rights SP has granted to City Public Service
Board of San Antonio, TX.

10.  Compensation for Sale of Line Segments

a) BNSF shall pay UP/SP the following amounts for the lines it is purchasing pursuant

to this Agreement:
Line Segment Purchase Price
Keddie-Bieber $ 30 million
Dallas-Waxahachie 20 million
Iowa Jct.-Avondale MP 16.9 100 million
(includes UP's Westwego
intermodal yard; SP's

Avondale "New" yard;
and SP's Lafayette yard)

b) The purchase shall be subject to the following terms:
(i) the condition of the lines at closing shall be at least as good as their current
conditions as reflected in the current timetable and slow orders (slow orders

to be measured ty total mileage at each level of speed restrictions).

23




includes track and associated structures together with right-of-way and

facilities needeq for operations.

indemni* - for environmental liabilities attributable to UP/SP's prior operations.
standard provisions for sales of this nature involving title, liens, encumbrances
other than those specifically reserved or provided for by this Agreement.
assignment of associated operating agreements (road crossings, crossings for
wire and pipelines, etc.). Non-operating agreements shall not be assigned.
removal by Seller, from a conveyance, within 60 days of the closing of any
sale, of any non-operating real property without any reduction in the agreed
upon purchase price.

the purchase will be subject to easeme.nts or other agreements involving
telecommunications, fibre optics or pipeline rights or operations in effect at
the time of sale.

BNSF shall have the right to inspect the line segments and associated property to be sold and
records associated therewith for a period of ninety days from the date of this Agreement to determine
the condition and title of such property. At the end of such period, BNSF shall have the right to
decline to purchase any specific line segment or segments. In such event UP/SP shall grant BNSF
overhead trackage rights on any such segment with compensation to be paid, in the ca.¢ of Avondale-
lowa Junction on the basis of the charges set forth in Section 9a of this Agreement, and in the case
of Keddie-B:eber on a typical joint facility basis with maintenance and operating costs to be shared
on a usage basis (gross ton miles used to allocate usage) and annual interest rental equal to the
depreciated book value times the then current cost of capital as determined by the ICC times a usage
basis (gross ton miles). In the case of Dallas-Waxahachie, operation would continue under the
existing trackage rights agreement.

c) Prior to closing the sale of SP’s lowa Jct.-Avondale line (the “1JA Line”),
representatives of UP/SP and BNSF shall conduct a joint inspection of the IJA Line to consider
whether its condition at closing meets the standard established in Section 10b(i) of this Agreement.
If the repres *ntatives of the parties are unable to agree that the condition of the IJA Line meets this
standard, then BNSF shall place $10.5 million of the purchase price in escrow with a mutually agreed
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upon escrow agent, and closing shall take place. After closing the parties shall mutually select an

independent third party experienced in railroad engineering matters (the “Arbitrator’”) who shall
arbitrate the dispute between the parties as to whether the condition of the IJA Line is in compliance
with Section 10b(i) of this Agreement. Arbitration shall be conducted pursuant to Section 15 subject
to the foregoing, qualification that the Arbitrator be experienced in railroad engineering matters. If
the Arbitrator finds the 1JA Line is below the standard, the Arbitrator shall determine the amount
(which shall not exceed $10.5 million) required to bring it in compliance with the standard and

authorize the payment of such amount out of the escrow fund to BNSF with the balance, if any, paid
to UP/SP. Any amount so paid to BNSF out of the escrow fund to bring the 1JA Line into
compliance with the standard shall be used by BNSF exclusively to that end (or to reimburse BNSF
for funds previously expended to that end) and UP/SP shall not. as a tenant on the IJA Line be billed
for any work undertaken by BNSF pursuant to the provisions of this Section 10c.
11. Term

This Agreement shall be effective upon execution for a term of ninety-nine years, provided,
however, that the grants of rights under Section 1 through 8 shall be effective only upon UP's
acquisition of control of SP, and provided further that BNSF may terminate this Agreement by notice
to UP/SP given before the close of business on September 26, 1995, in which case this Agreement
shall have no further force or effect. This Agresment and all agreements entered into pursuant or in
relation hereto shall terminate, and all rights conferr=d pursuant thereto shall be canceled and deemed
void ab initio, if, in a Final Order, the application for authority for UP to control SP has been denied
or has been approved on terms unacceptable to the applicants, provided, however, that if this
Agreement becomes effective and is later terminated, any liabilities arising from the exercise of rights
under Sections 1 through 8 during the period of its effectiveness shall survive such termination. For
purposes of this Section 11, "Final Order" shall mean an order of the Interstate Commerce
Commission, any successor agency, or a court with lawful jurisdiction cver the matter which is no
longer subject to any further direct judicial review (including a petition for writ of certiorari) and has

not been stayed or enjoined.

12.  Adjustment of Charges




All trackage rights charges under this Agreement shall be subject to adjustment upward or

downward July 1 of each year by the difference in the two preceding years in UP/SP's system average

URCS costs for the categories of maintenance and operating costs covered by the trackage rights fee.
"URCS costs" shall mean costs developed using the Uniform Rail Costing System. The additional
fee BNSF must pay UP/SP pursuant to Section 5b of this Agreement shall be subject to this same
adjustment.

The rates for reciprocal switching services established in Section 9h and for haulage service
established in Section 8; shall be adjusted upward or downward each July 1 of each year to reflect
fifty percent (50%) of increases or decreases in Rail Cost Adjustment Factor, not adjusted for changes
in productivity ("RCAF-U") published by the Surface Transportation Board or successor agency or
other organizations. In the event the RCAF-U is no longer maintained, the parties shall select a
substantially similar index and, failing to agree on such an index, the matter shall be referred to
binding arbitration under Section 15 of this Agreement.

The parties will agree on appropriate adjustment factors if not covered herein for switching,
haulage and other charges.

Upon every fifth anniversary of the effective date of this Agreeme.nt, either party may request
on ninety (90) days notice that the parties jointly review the operations of the adjustment mechanism
and renegotiate its application. If the parties do not agree on the need for or extent of adjustment to
be made upon such renegotiation, either party may request binding arbitration under Section 15 of
this Agreement. It is the intention of the parties that rates and charges for trackage rights and
services under this Agreement reflect the same basic relationship to operating costs as upon execution
of this Agreement.

13, Assignability

This Agreement and any rights granted hereunder may not be assigned in whole or in part
without ‘he prior consent of the other parties except as provided in this Section. No party may permit
or admit any third party to the use of ali or any of the trackage to which it has obtained rights under
this Agreement, or under the guise of d: ing its own business, con<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>