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f Ubilc Record 

Re: Finance Docket No. 32760 (Sub-No. 21), Union Pacific Corporation, et al. 
- Control and Merger - Southern Pacific Rail Corporation, et al. 

Dear Secretary Williams: 

Enclosed for filing in the above-c:.p:ioned proceeding arc the original and twenty-five 
(25) copies of Reply The Burlington Northern .-.nd Santa Fc Raiiway Company To Comments j f 
California Public Utility Commission (BNSF-S). Also enclosed is a 3.5-inch disk containing the 
text of the pleading in WordPerfect 6 I form a. 

I would appreciate it if you would date-stamp the enclosed extra copy of this filing and 
return it to the messenge>- for our files. 

Sincerely, 

6 ih70p-iM'^ 
Erika Z. Jones/ / 
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UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

— CONTROL AND MERGER — 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANV, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

REPLY OF THE BURLINGTON NORTHERN AND SANTA FE 
RAILWAY COMPANY TO COMMENTS OF 

THE CALIFORNIA PUBLIC UTILITIES COMMISSION 

Pursuant to Surface Transportation Board Decision No. 13 in this sub-docket, served 

December 18, 1998, The Burlington Northern and Santa Fe Railway Company ("SNSF") 

submits the following comments regarding the Board's oversight of the Union 

Paclfic/S'-uthern Pacific ("UP/SP") merger and, in particular, the California Public Utilities 

Commission's ( "CPUC ") comments filed on August 13, 1999 ("Comments"). 

INTRODUCTION AND SUMMARY 

In Decision No. 13, the Board instituted this third annual general oversight 

proceeding in accordance with the oversight condition Imposed on the UP/SP merger. 

The purpose of the oversight proceeding is to determine whether the conditions Imposed 



by the Board have eifectively addressed the competitive harms that they were intended 

to remedy. As in past oversight proceedings, the Board required UP and BNSF to file 

Annual Reports on July 1, 1999. Interested parties were given until August 15, 1999, 

to file comments on oversight. 

Only three partie.s filed comments on oversight Of these, only the CPUC 

suggests that the merger conditions are net working. CPUC doubts BNSF's 

effectiveness as a competitor using the Central Corridor and 1-5 Corridor trackage rights 

that it received as conditions to the UP/SP merger. CPUC also argues that major 

improvements are necessary at the Calexico/Mexicali border crossing. 

The National Industrial Transportation League ("NIT League") -- an active 

participant in the merger proceeding and in prior oversight proceedings ~ notes that 

BNSF traffic growth since the approval of the merger is clearly a positive development, 

but urges the Board to continue its oversight of the merger 

The United States Department of Transportation ("COT ) states thai the merger 

is now progreb^-.iy in a reasonable manner. DOT concludes that "it is not now 

necessary to revisit the conditions imposed by the STB. The Board should of course 

continue these oversight proceedings for the entire five-year period originally 

contemplated." 

In this reply, BNSF will respond to CPUC's assertion that BNSF has bee i unable 

to provide effective competitive service in the Central Corridor and the 1-5 Corridor. As 

discussed below, BNSF continues to offer vigorous and effective competition to shippers 



located on its Central Corndor trackage rights between Denver, CO and Stockton, CA, 

and has demonstrated its desire to compete for all traffic available to it under the UP/SP 

merger conditions and to invest in its trackage rights lines. BNSF also offers competitive 

intermodal service for shipments between the Midwest and California. Finally, another 

railroad would not be pc sition^jd to offer more competitive service than BNSF along the 

Central Corridor. A key fallacy of CPUC's argument is its failure to distinguish between 

traffic moving between regions ~ i.e., between the Midwest and California ~ and the 

route over which that traffic moves. 

In addition, BNSF offers an effective and growing presence in the 1-5 Corridor, as 

demonstrated by BNSF's increase In service offerings following its initial Investment in 

track and facilities improvements. BNSF continues to invest in improvements to ensure 

that Its 1-5 Route is competitive for the core merchandise and grain traffic that It 

envisioned handling at the time of the UP/SP merger. 

Accordingly, CPUC's concerns as to competition in the Central Corridor and 1-5 

Corridor do not warrant action by the Board. 

REPLY 

A. BNSF HAS BEEN SUCCESSFUL IN OFFERING CENTRAL CORRIDOR 
SHIPPERS A COMPETITIVE ALTERNATIVE TO UP 

With respect to the Central Corridor, CPUC asserts that BNSF has done little with 

its trackage rights and is providing only token competition. CPUC, however, offers no 

evidence to support this statb;-nent. Indeed, the statement is squarely contrary to the 

evidence presented by UP and BNSF in their July 1st Annual Reports. However, before 



discussing this evidence, it is nccessany to provide an overvie\.v o' the Central Corridor 

trackage rights and customer access that BNSF received in the UP/SP merger 

proceeding and the current state of BNSF Central Corridor operations. 

It is also important to note that CPUC chooses to define the Central Corridor as 

the entire rail route between Chicago, the Midwest, and California. From BNSF's 

perspective, however, the Central Corridor is that por on of the former SP and UP that 

BNSF gained trackage rights over, ano customer access along,- between Denver, CO 

and Stockton, CA. In BNSF's view, there are two groups of customers to be sen.'ed: (1) 

overhead Midwest-California shippers and receivers, and (2) customers located along 

BNSF's trackage rights lines to which BNSF has gained access. BNSF's goal has been, 

and remains, to provide competitive service to both groups of rail shippers and receivers, 

using whatever routes are available to it. 

1. Background on BNSF's Central Corridor and Transcontinental Operations 

As a condition to the UP/SP merger, BNSF was granted overhead trackage rights, 

with defined customer and transload access at "2-to-l" points and to new customer 

facii'ties and transloads along trackage rights lines on the Central Corridor. Prior to 

obtaining these trackage rights, BNSF had, and stili has, a transcontinental route 

between California and Chicago through Arizona and Southern California which is 

commonly referred to as the "Transcon Route." 

Specifically, BNSF gained access at "2-to-l" points to existing shipper facilities 
and transloads, and new customer facilities and transloads the entire length of the 
trackage rights lines. 

i 
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BNSF began onRratinn direct train servic-e over its Central Corridor trackagp rights 

on October 8, 1996. During the first two years of operation, BNSF 3 average monthly 

trains and volumes along the Central Corridor grew considerably. Initial startup 

operations were dedicated to serving specific customers along the Central Corridor to 

which BNSF gained access as a result of tho merger conditions. As a result. BNSF did 

not initially make major changes in its overhead traffic flows. However, in early 1998, 

as business volumes grew and scheduled service became more frequent and consistent, 

BNSF began rerouting more overhead traffic from its Transcon Route to the Central 

Corridor.- This both freed up capacity for other traffic along the Transcon Route and 

built BNSF's traffic and service frequency along the Central Corridor. Indeed, by June, 

1998, BNSF handled 4,467 loaded units on the Central Corridor, averaging .38 average 

monthly trains along this route. 

Although the number of trains and volumes of traffic on the Central Corridor were 

growing in 1998,- the quality and efriciency of BNSF s service was being adversely 

impacted by UP congestion and UP crew shortages west of Salt Lake City. BNSF was 

unable to meet customers' expectations on tr'jnsit time, consistency, and service 

performance, and BNSF was faced with possible traffic loss. 

- In all cases, no rerouting occurred until BNSF was satisfied that it could meet its 
customers' needs for competitive and consistent transit performance by rerouting such 
traffic to the Central Corridor. 

- The 1998 growth was. in part, attributable to the fact that BNSF handled a one
time spot movement of coal for Utah Railway from Sierra Pacific Power at Valmy, NV 
which temporarily increased BNSF's volumes on the Central Corridor. 
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