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Re: Finance Docket Nos. 32760 & 32760 (Sub-No. 21) 

Dear Secretary Williams: 

We are i n recei t of ESI-28, the P e t i t i o n of Entergy 
Services, Inc. and Enterg> Arkansas, Inc. f o r M o d i f i c a t i o n of 
Decision No. 44 or. In the A l t e r n a t i v e , f o r A d d i t i o n a l 
Condition. Union P a c i f i c intends to respond to the p e t i t i o n 
w i t h i n 20 days of i t s f i l i n g , cy November 12, 1997. 

I f you have any questions, please f e e l free t o 
contact m.e at the above telephone number. 

Thank you f o r your assistance. 

Sincerely, 

Timothy Hester 

cc: O.H. Storey, Esq. 
C. Michael Loftus, Esq. 
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Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, N.W. 
Room 711 
Washington, D.C. 20423-0001 
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Re: Finance Docket No. 32760 (Sub-No. 23), Union 
Pa c i f i c a l . o n t r o l Sc Merger .-.•-.•T:., et 

Southern T a c i f i c Rail Core, et a l . 

Dear Secretary Williams: 

Yesterday we received by mail copies of ;-.he "Objections 
of Respondent Homer .Henry" and "Objections of Respondent Joseph 
P. Guzman" tha t were f i l e d i n the above-capticned docket. 
Applicants do not believe these pleadings raise any relevant 
issues that Applicants have not already addressed i n responding 
to the pleadings f i l e d by Benjamin and Donald Zatz. 

Arvid E. Roach I I 

cc: F r i t z R. Kahn, Esq. 
John F. McHugh, Esq. 
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Honorable Vernon A. Wil l i a m s 
Secretary 
Surface T r a n s p o r t a t i o n Board 
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Washington, D.C. 20423-0001 
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32760 (Sub-No. 23), Union 
a l . -- Control & M^-rger --

Southern P a c i f i c R a i l Corp., et a l 

Dear Secretary Williams: 

Yesteraay we re c e i v e d by mail copies of the "Objections 
of Respondent Homer Henry" and "Objections of Respondent Joseph 
P. Guz'ian" t h a t were f i l e d i n the above-captioned docket. 
.\pplicants do noc b e l i e v e these pleadings r a i s e any r e l e v a n t 
issues t h a t A p p l i c a n t s have not already addressed i n responding 
t o the plea d i n g s f i l e d by Benjamin and Donald Zatz. 

A r v i d E. Roach I I 

cc: F r i t z R. Kahn, Esq. 
John F. McHugh, Esq, 

Of1ic« ol Iho Secrolary 

SfP 1 8 IW 

P'jblic Racord 
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F r i t z R. Kahn, Esq. 
F r i t z R. Kahn, P.C. 
Suite 750 West 
110 0 New York Avenue, N.W. 
Washington, D.C. 20005-3934 

Re: Finance Docket No. 32760 (Sub-No. 23), Union 
P a c i f i c Corp., et a l . -- C o n t r o l & Merger --
Southern P a c i f i c R a i l Corp., et a l . 

Dear Mr. Kahn: 

Our c o n t i n u i n g research i n t o issues r a i s e d by the 
Zatzes' f i l i n g s i n t h i s proceeding has l e d us t o two 
a d d i t i o n a l pieces of i n f o r m a t i o n t h a t I am p r o v i d i n g i n order 
to supplem.ent our responses t o the Zatzes' discovery requests. 
I have enclosed copies of each. 

The f i r s t i s a passage from a book e n t i t l e d "80 
Years of T r a n s p o r t a t i o n Progress: A H i s t o r y of the St. Louis 
Southwestern R a i l r o a d " ;hat discusses Souchern P a c i f i c ' s 
a c q u i s i t i o n of c o n t r o l of SSW and i t s purchase of SSW stock. 
Ti^e second i s a Co n r a i l press release c o n t a i n i n g the t e x t of a 
June 5, 1996 l e t t e r from David M. LeVan t o Craw Lewis 
i n d i c a t i n g t h a t C o n r a i l might be w i l l i n g t o pay up t o $ 1 9 
b i l l i o n as p a r t of i t s "SP East" proposal. 

Both of these items are, of course, p u b l i c l y 
a v a i l a b l e , and could have been obtained by you from p u b l i c 
sources at any time. 

S i n c e r e l y , 

Michael L. Rosenthal 

Enclosures 

cc ; Hon. Vernon A. Williams 







No. 570, Consolidation type freight locomotive, weighed 151 tons. Builr by Coldwin Loco­
moti '* Works in 1913. Dismonlled m 1950. 

Control by the Southern Pacific 

Since 1919 the C o l t o n Be l t h a d been a very i m p o r t a n t c o n n e c t i o n 
o f the S o u t h e r n Pac i f i c system on t r a f f i c between po in ts in the Hast 
ar id the Pac i f i c Co.-»st a n d po in ts in Texas. T h e conso l i d . i t i on a n d 
s t reng then ing o f o t h e r sy.strms in the Southwest d u r i n g the decade, 
I ° 2 0 . I 9 3 0 , b r o u g h t the .Southern Pac i f ic to a rea l i za t ion t ha t sel f 
p reserva t ion r e q u i r e d a rou te to th is compe t i t i ve t e r r i t o r y 

I n J u l y , 19J0, t l ie .Southern I 'ac i f ic f i l e d an app l i ca t i on w i t h t he I n -
fers 'a te C o m m e r c e Comtnis.s ion seek ing a u t h o r i t y to acqu i re c o n t r o l o f the 
C o t t o n Bel t t h r o u g h o w n e r s h i p o f a m a j o r i t y o f its cap i ta l s tock , pa r t 
o f w h i c h ha i l hccn pu rchased a n d pa r t o f w l i i ch was u n d e r c o n d i t i o n a l 
purchase at th. i t t ime 

T h e IC,'(."s p r o p o s e d r e p o r t , w h i c h was f avo rab le to the p l a n , sug­
gested an o f f e r f o r tho acqu is i t i on o f m i n o r i t y s tock. A c t i n g o n th is sug­
ges t ion , the S o u t h e r n I 'ac i f ic o f f e r e d to exchange its stock f o r .St. 
Lou is Sou thwes te rn stock in the ra t i o o f one sl iare o f S o u t h e r n Pac i f i c 
stock fo r three shares o f St. Lou i s Sou thwes te rn c o t n m o n , a n d th ree 
shares o f S o u t h e r n Pac i f i c stock f o r f i ve shares o f .St. L o u i s S o u t h ­
western p r e f e r r e d . T h e o f f e r w;.s c o n d i t i o n e d on acceptance by a suf ­
f i c i en t number o f m i n o r i t y s tockho lde rs to increase the S o u t h e r n 
F'acific's h o l d i n g to 8'> per cent <if the to ta l o u t s t a n d i n g shares. 

I h e f in . i l o r d e r o f the IC.C. app roved the p lan u p o n c i m d i t i o n s 
w h i c h the S o i i t l i - r n Pac i f i c accepted in I ' eb ruary . I 9?2 . O n A p r i l 14, 
19J2, the S o u t h e r n Pac i f i c f \ ) m p a n y purchased the stocks w h i c h h a d 
been in esc rou . a n d on A p r i l 19, the same year, it issued s u f f i c i e n t 
amoun t s o f its own stock to exchange f o r depf)s i ted St. L o u i s S o u t h ­
western s torks in o r ih - r to r o m p l e t e its con t ro l o f the C o t t o n l?elt. By 
M a v . 19?^. the S o i i t l i r r n I ' .ui f ic had \ ^ ^ . \ ^ 4 shares o f St. Lou i s S o u t h -
74 

western p r e f e r r e d a n d 130,834 shares o f St . L o u i s S o u t h w e s t e r n c o m m o n , 
or 87.37 per cent o f the to ta l o u t s t a n d i n g shares o f C o t t o n Be l t stock. 

L v e r since the I C C a pp roved c o n t r o l o f t he C o t t o n Be l t by the 
S o u t h e r n Pac i f i c , the c l i i e f execut ive o f f i c e r o f t h • l a t te r c o m p a n y has 
acted as c h a i r m a n o f the board o f t he C o t t o n B e l t . D u r i n g the years 
1932 to 1939, H a l e H o l d e n served i n t h a t capac i t y . U p o n H o l d e n ' s 
r es igna t i on , he was succeeded by A . D . M c D o n a l d , w h o served d u r i n g 
the years 1940 a n d 1941. F o r the p e r i o d 1942 t o 1 9 5 1 , A . T . M e r c i e r , 
p res iden t o f the S o u t h e r n Paci f ic , se rved as c h a i ' r r t n o f the C o t t o n 
Bel t 's b o a r d o f d i rec to rs . F o l l o w i n g M e r c i e r ' s r e t i r e m e n t , he was suc­
ceeded by D o n a l d J . Russel l , w h o was electer l c h a i r m a n o f t he b o a r d 
o f the C o t t o n Be l t e f fec t i ve J a n u a r y 1, 1952. 

Russe l l , a nat ive o f D e n v e r , C o l o r a d o , 
c omp l e ted h is eng inee r i ng studies at S t a n f o r d 
U n i v e r s i t y . A f t e r a p lane c rack-up w i t h the 
R A F. in 1918, he t ook a 50c an h o u r j o b as 
t imekeeper w i t h the S o u t h e m Pac i f i c C o m ­
pany in 1920. S h o r t l y he f o u n d h i m s e l f w o r k ­
i n g as assistant eng ineer in the e n g i n e e r i n g 
d e p a r t m e n t w i t h a f i r m conv ic t i on t h a t r a i l ­
r o a d i n g was his career a n d that f o r such a 
career he needed to lea rn r a i l r o a d i n g f n m 
the g r o u n d u p . H e gave u p his w e l l - p a i d j o b 
f o r an assistant f o r e m a n s h i p of a sect ion g a n g 
and lea rned roadbeds . F r o m the a o t t o m he 
w o r k e d u p w a r d s t h r o u g h the r a i l r o a d accum­
u l a t i n g de ta i l s a n d k n o w - h o w ( " .A lways i n ­
q u i s i t i v e , " an associate puts i t . " W a n t e d to k n o w e v e r y t h i n g a b o u t every­
t h i n g . " ) A r r i v i n g at the pres idency o f t he S o u t h e r n Pac i f i c on J a n u a r y 1, 
1952. he became, at age 52, the road's younges t p res i den t . 

I n A u g u s t , 1957, Russell was selected to receive the e i g h t h a n n u a l 
N a t i o n a l D e f e n s e T r a n s p o r t a t i o n Assoc ia t i on ' s A w a r d as " t h e person 
w h o has made the most ou t s tand ing c o n t . i b u t i o n i n t h e p r e c e d i n g year 
to the s o l u t i o n o f emergen y t r a n s p o r t a t i o n p r o b l e m s a^fci . ; ; , iK .Nat iona l 
D e f e n s e . " 

Bankruptcy Petition Filed 

T h e business recession o f the t r o r b l e d t h i r t i es f o r c e d the C o t t o n 
Be l t , a l o n g w i t h o the r ra i l roads , i n t o b a n k r u p t c y . 

I n the L i t ter pa r t o f 1935 th c o m p a n y nas faced w i t h some 
^25,000.000 o f p r i n c i p a l matur i t ies a n d interest o b l i g a t i o n s , f o l l o w i n g 
an a c c u m u l a t i o n o f de f i c i t s over a p e r i o d o f six years . U n a b l e to a r range 
f o r ex tens ion o f the m a t u r i t y o f its o b l i g a t i o n s o r t o raise a d d i t i o n a l 

75 

D. J. Rutiell 
Chairman of the boord 

of directors since 
Janirarr t, 1952 
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HKADLlNKi CONRAIL INCREASfS ITS OFFER FOR SASTERN LINSS OF SOUTHERN PACIFIC TO S 
1.9 BILLION 

BODY I 

Conrail (NYSEt CRR) today inoraaaad to S1.9 billion ita propoaal to acquira 
tha aaatarn linaa of Southam raclflc Traneportation Coapany. conrail'a ranawad 
and incraaaad propoaal waa mada in a latter to Drew Lawia and tha othar mmnbara 
of tha Board of Otractora of Union Pacific Corporation, which ia saakin? fadaral 
approval to marga tha two railroada. Conrail a propoaal ia for tha Southarn 
Pacific linaa fro« Chicago, through St. Louia and Mamphia to Houator., batwaan 
H--jaton and Naw orlaana, and throughout Taxaa, Louiaiana and Arkanaav. 

Whan tha propoaad margar of tha Union Pacific and Southarn Pac.fic railroada 
«»•• firat announced Iaat Auguat, nutMroua partlaa, including many of tha 
affaetad ahlppara in tha aaatarn part of tha mY.-.etem, inmadiataly raiaad 
concarna about ita anticompatitiva conaaquencea. Conraii aaid than that i t had 
long baan intaraatad in acquiring SP'a aaatarn aaaata, and that in septambar, 
1995, Conrail had propoaad to pay Union Pacific $1.5 billion for tham. That 
propoaal waa rajactad by up. Aftar UP'a rajactlon, Conrail i-.r^uncad that i t 
would continue to puraua tha acquiaitlon aa long aa i t enjoyad tha i:'«oport of 
tha ahipping community. 

In tha intarvaning montha, a broad array of ahlppara, shippar groupa, and 
fadaral, atata, and local offioiala — mora tlian 1,000 in a l l — hav* oppoaad 
tha margar bacauaa of i t a anticompatitiva effecta. This ia tha graataat 
outpouring of oppoaltion to any rati margar in hiatory. For that raaaon, 
Conrail haa kapt i t a offar on tha tabl«. 

raiLADSLPHIA, Juna S 

outpouring ot opposition to any r a i l mc 
Conrail haa kapt i t a offar on tha tabl« 

On Monday, Juna 3, tha Department ot Juatica announced i t i oppoaltion to tha 
propoaad UP/SP nargar bacauaa of lta anticooipatitlva affects. Justice aakad tha 
Surface Tranaportation Board, which haa reaponaibility for daciding the merger, 
to deny i t outright, bacauaa tha partiaa thamaalves had "failed to reatructura 
i t — through extensive dlveatitura." With today a letter to Union Pacific, 

conrail took a further atep toward achieving tha outcoo» tha Justice Departmant 
•ought. 

in renewing and raiolng ita Oifar today, Conrail racogniaed UP'a outatanding 
contractual commitoienta to negotiate with numerous partlea ahould i t decide, or 
be required, to dlveat tha 8? Iaat aaaeta, but atreaaed that ita propoaal not 
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only ramedlaa the anticonipatitiva affact« of tha merger, but also rapraaants tha 
"beat aaal* for UP'a aharaholdara, and r>rnaarvea the banefita of the waatarn 
half of tha propoaad met;'ar. As an indir.atlon of the fairnesa of ita offar, 
Conrail nota^^ in ita latter that $1.9 billion for .;p East repreaenta *a 
multiple of aa>.ninga on 4 par with UP'a purchaae of SP aa a whole." 

conrail'a latter followa on tha heal« ot the announcementa of 
etrong oppoaltion to tha merger, aa curroncly <itri, ani aupport 
for dlveatitura and othar pro-coirpetltlve ramedlaa luae from the Department 
of Juotlca, but also from tha Dapartmanta of Tra.iapori. i.on and Agriculture, the 
National Induatrial Tranaportation League, the Society of the Plkatlca Industry, 
the Louiaiana Chemical Aaaoclatlon, tha Covernora and/or Attorneya Qaneral of 
Taxaa, Louisiana, Hiaeourl, Arkanaaa, and Ohio, and hundrada of individual 
ahlppara, including Shall, Procter (• GambJe, Weyarhaeuaar, Chryaler, corning, 
Dow, Union carbide, Phlllipa Petroleum, Cargill, and International Papar. 

Conrail, with corporate headquarters in Philadelphia, operates /"t 11,000 ffllla 
r a i l freight network in 12 Northeastern and Ml 'western atatea, tha Oiatrlct of 
Columbia, and tha Province of Quebec. 

TEXT or CONRAIL LETTKRS TO UNION PACIFIC 

Following ara the taxta of the letter sent today to Drew Lewia and 
tha members of the Union Pacific i»cat:5 of Directors by Mr. LaVAn, and 
^ha letter sent September 25, 1995, to Hr. Lewia from Mr. LeVani 

Juna 5, 1996 

He. Draw Lewis 
1 ACici69rn«iliraanPMUifCbi«ifr93Mtitdj*a Off icY. / 

Martin Towar 
Eighth and Easton Avanua 
Bath:eham PA 16018 

oaar orawi 

In my latter to you of Septenber 25, 1995 (attachad), I preaented 
Conrail'a offer to acquira certain asaats from UP. Conrail's officer haa 
thraa principal virtueai i't) i t rame4iaa tha anticoaipatitive 
daficlanciea of tha propoead UP-8P merger with reapect to the SP laati 
(2) i t preeervta for UP tha vast majority of the benefits of -im 
propoaad OMirger; and <3) I t rapr^taanta a fair prica to UP'a 
aharaholdara. Our offar allowa UF to derive tha banefita of ita proposed 
merger at a lower -7Xi.ee while quieting the connarclal and public 
i> cerest concerns c'. others. 

Na temaln interested, a> you know, in providing a solution that benefita 
youi aharehollera and Conrail's aharaholdera. Tha oonstructiva role of 
our cffer i s made irora apparent by the announccoMnts of the Depactmenta 
of Transportation, Ju'.«tice and Agriculture in opposition to the 
currantly propoaed UP-SP merger and the continuing opp:>altion of major 
ehippera, ahlpper groupa, and officials in the affected states. Wa 
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recognize, ho^favar, t iat your ability and/or willingneaa to accapt a 
"Conrail aolution" may be 1Imltad by the regulatory, contractual posture 
ĉ f your propoaal. Moreover, we noted with interest and approval the 
quotation of Dick Davidson In "Traffic World" to tha affect that any 
dXvaatad lines would be "auctioned" to tha highest bidder. Thia 
cartalnl> Indicatea a willingneaa in the end to find the beat deal for 
your shareholders. Because wa believe that our propoaal repreaenta tha 
baet d*sl for youAsharaholdera, and provided your 
regulatory/contractual requirementa permit you to reach that goal, 
Conrail wanta to reaffirm ita proposal to you and your Board of 
Directors. 

The epecific aasets in which we are interested are detailed in the 
attached letter. We are prepared to pay • price for these assets that 
you w i l l find fair — s multiple of earnings on a par with UP's purchase 
of sp as a whole. We originally eatimatad that figure to b« $1.5 
billio n . More detailed analyals laada us to believe a price of $1.9 
billion i s closer to that standard, which we are willing to pay, aubject 
to the conditions of our prior offer. In addition, we ara willing to be 
flaxi-ie i r acccwmodax;ing UP's auxllty to realise the f u l l benefits of 
the proposed transactions, in short, we are prs9snting a constructive 
alternative for he benefit >.f our respective shippers and shareholders. 

Wa standing willing to purscs this proposal with you. 

Very truly jours, 

David M. Le\an 
Chairman, P.-esident and Chief Executive Officer 
(Conrail) 

Pat«6 

September 25, 1995 

iix. Drew Lewis 
Ohairman and Chief Executive Officer 
Union Pacific Corporation 
Martin rower 
Eighth tnd Easton Avenue 
Bethlaheai PA 16018 

Daar D.-awi 

Jim Hf.gan and I appreciated the opportunity to maet with you and Dick 
Davidson to dlacusii Conrail's acquisition from union Pacific corporation 
(•OP' ) of certi.in itaaata conatltuting the eastern portion of Southern 
Pariflc Rail Ccrporation ("BP'). At that meeting, Conrail propoaed 
acquiring the ask«ta of 8*A>aat in a transaction that we believe weuld 
oe in tha beet lnte»,-»v»ts of a l l partlea involved, and that would solve 
certain of tha oonpatitive issues raised by UP's pending acquiaitlon o( 

rt was our understanding that during the two weak period following our 
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meeting our reapectiva ataffa would work togathar. Unfortunately, no 
prograas haa occurred. As I axprasssd to you and Dick Davidson in our 
telephone conversation this morning, we believe Conrail's interests will 
not be served by further delay, particularly given our need to reassure 
our customers that Conrail is serious about providing a solution to 
certain of •'.he major competitive iasuas raised by your acquiaitlon of 
8P. 

Wa believe the moet constructive way to proceed ia to aet forth 
Conrail'a offar, nvd than to isaet and develop a proceaa to negotiate a 
tranaaction. Accordi.ngLy, below ia conrail'a offer to acquire the 
following aasets from UPt 

(1) the currently 6P-owned lines extending generally south 
from Chicago, IL to Galveston, TX and Brownsville, TX, and 
we»t from Naw Orlaana, LA to Spofford, TX, Eagle Pass, TX 
and E l Paso, TX, including a l l connecting trackage and 
spur lines serving Alton, IL, New Madrid, MO, Memphis, TN, 
L i t t l e Rock, AX and Indiana, AK, Brsaux Bridge, LA and a l l 
intermediate Texas points; 

( i i ; trackage, haulage and acceaa righta associated with the 
acquired lines; 

( i i i ) an ownership interest in the Alton t Southern Railway, 
Houston Belt & Terminal Railway, Terminal Rallroa^^ 
Association of St. Louis, and othar terminal carriers; 

(iv) an ownership Interest In tha P.tnsas fi Memphis Railway 
Bridga and Terminal company, Southern Il l i n o i a and 
.iaaouri Bridge Company, and any other bridge company 
Integral with the acquired lines. 

(V) an appropriate number of locomotives, rolling stock and 
certain other ecjuipmeut (including any related financial 
obligations); a»«d 

(vi) a l l other assets, options and f a c i l i t i e s used or hc/ld for 
uee for present and future malntaei*r>cs and operation of 
the territory described above. 

Conrail >roposas to acquire thsse a-iaata aubject to exiatlng mortgagee 
or fin ii.oing arrangements for $1.3 billion (consisting of cash and 
assuir.*u debt). We ara prepared to discuss othor possible acquisition 
structures, including those with potentially more favorable tax 
treatment for OP, with appropriate adjustments to the purchaae price. We 
are prepared to begin our dua diligence review immediately, and believe 
we can enter into a contract to acquire sp East within 30 daye. 

conrail's proposed purchase price is based on our eetimate of the 
operating caeh flow of SP East. If our a,«tlmate Is not correct, our 
Offer would be adjueted accordingly. 

Consummation of thm trmnwntinrt tm nubject only to s limited number of 
conditional (1) satisfactory coapiation of a customer due diligence 
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review; ( i i ) negotiation and exacutive of a mutually acceptable 
d e f i n i t i v e puichase agreement and other doc\.mentation: and ( i l i ) 
governmental f i l i n g s and racaipt of the nacnsaary regulatory and 
i>*Skrtliktt^6Bdrpapt>pdappraeetsas possible and look forward to working 

toward a aurcassfully transaction. 

Vary t r u l y yours, 

David M. Levan 
President and Chief Executive Officer 
(Conrail) 

BACKGROUMD ON UNION PACIFIC-SOUTHERN PACIFIC MEPdBR 
AWD CONRAIL'S OFFER FOR SOUTHERN PACIFIC EASTERN LIME 

The Proposed Union Pacific/Southern PacifIrj Mergert 

On Aug.jst 3, 1996, the Union P a c i f i c (UP) and Southern P a c i f i c (Sp) 
proposed to merge t h e i r two systwns, creating what would be the largest 
r a i l system in the U.S. The merger i s pending before the Surface 
Transportation Board (STB), which w i l l vots on I t In aarly July. 

Tn order to be approved, the merger must ba consistent with the 
public i n t e r e s t , by creating public benefits and remedyinti any 
anticompetitive e f f e c t s . This merger f a i l s that t e s t . 

The propoaed UP/SP merger involves two systems which run p a r a l l e l 
to, and compete with, each other at many points. The UP/S<.> a<;knowledged 
from the beginning that ';he sierger would dramatically reduce r a i l 
competition in the areaa they Jointly aerva. Theae anticomi-jatitive 
impacta are l i k e l y to be eapacially severo in the eastern p i r t of the SP 
system — Texas, the Mid-South, and the Gulf Coast. 

UP's Proposed Trackage Rights Agreement with BNSFi 
When the UP .announced i t e merger with SP, i t acknowledged that the 

merger would greatly reduce competition, aervice and pricing options for 
thousands of shipi^ers. As proposed, the merger would res u l t in UP 
control over a re)x>rted 90 percent of r a i l t r a f f i c into and out of 
Mexico, 70 percent of the petrochemi,al sMpsients from Texas' Gulf 
Coaat, and 85 percent of the plaatlos atorage capacitK9 tbe Texas-
Louiaiana Gulf re-}ion. Shippere acroas Texas, Louisiatia, and the Mid-
south opposed the swrger, arguing that they would bc harmed by i t s 
snticoeipetltive e f f e c t s 

In an atterjpt to deel v .th the effects, UP proposed to grant the 
Burlington Northern Santa Fe Railroad (BNSF) 4,000 miles of "trackage 
r i g h t s " — rights to move i t s t r a i n s over selected UP/SP r a i l l i n e s . 
Suoh r i g h t s are uttprecedented in scope. 

Hould i t work? Not withstanding several attempts to enhance the 
r i g h t s , moat shippers argue that the trackage righta cen't offs e t tha 
anticosipetltlve ef.'icts of the margar. ownara of r s i i ll.>taa have 
incentlvea to inveat in track and Infrastructure, and to work with looai 
comnmnities to a t t r a c t economic development; tenant c a r r i e r s don't. 
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Track owners have control over the service they provide — Ite 
frequency, i t s r e l i a b i l i t y , i t s tiiMliness. On the other hand, tenrnts' 
op^>rations are always subject to someone else's control — In this "sss, 
vhat of their direct competitor. 

More specifically, the particular trackage rights proposed by Up 
won't preserve competition. The evidence before the STB showed that BNSF 
would be unable to .'eplii:ata SP's current competitive role in the SP 
East region. Its ssrvice >#ould take longer, involve multiple carri>^r 
nandlings- and lack the support structure — yard space, terminal 
f a c i l i t i e s , and sidings — that shippers say (and the UP/SP agree) are 
necesshry. Perhaps retiring BNSP Chairman aeral''4 Grinstein descrt<-~$Vie0x901Ytrackage r i 

track taalntenance Issvies and dispatch Issues. I t ' s quite different from 
owning your own railroad." 

Public Benefits 
UP/SP acknowledges that the vast majority of the merger's benefits 

sre m the western half of the merged systum. That's where the deal 
f i l l s gaps in UP's route structure; that's where almost a l l of ths 
planned capital savings are; and that's where the planned Investments 
would be made. UP/SP claim the amrq • is needed to allow them to compete 
with the newly merged BN/SF system, but a l l t'n9 ways and places they 
cite Ske also in the West. 

ConrsLl's Proposslt Maintaining Real Competitioni 
Fortunately, there i s an alternative that would preserve raal r a i l 

competition in Texaa, Gulf Coaat, and Mid-South marketa whila allowing 
UP and SP to praaerve the benefits of their proposed merger in tha West. 
Conrail, t -e nation's fifth largest railroad serving customers in twelve 
northeastern and midwestern states and tha Prcvince of Quebec, has 
proposed to purchase the eastern part of the SP system ("SP East") 
ths lines running from Chicago south through St. Louis and Hanphis to 
Houston, from Houston to New Orleans and throughout Taxaa, Louisiana and 
Arkansas — for $1.5 billion, now increased to $1.9 bi l l i o n . 

Conrail offera tha baat alt/rnative for shippers, coimunitles, and 
economic development along the SP East lines, AS an owning, not renting, 
railroad, Conrail le prepared to make a substantial investnent in thaaa 
assets, one of i t s f i r s t initiatives will be to improve operatior.r In 
the congested Houston terminaAand establlah a new division headquarters 
serving Texas and tha Quit Coast. Conrail's proposal w i l l create the 
ii«Ost efficient route to and from tha northeast an̂ . midwest markets where 
s large amount of sr Bait t r a f f i c goes today. I t w i l l open up greater 
industrial developnwnt opportunities, and i t will provide cuetoraers with 
coaipetltlve r a i l service to and from Northeast and Midwest markets on 
the one hand, and tha Oulf Coast, Mid-South, Texss, and Mexico on the 
other. Shippers and comamnlties on SP East lines do have a choice, 
conrail i s ooMMitted to the development of thsse lines and is prepared 
to provide f i r s t clans r a i l service to customere now servad by SP. The 
Conrail proposal i s s better deal for shlppars and communltlee that need 
nnd deeerve true competition. 

// 

ooifTACTi Robert L. Llbklnd of Conrail, 21S-209-4S94 

LAMCUAGBi ENGLISH 
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BEFORE THE 

Finance Docket No. 32760 (Sub-No. 23) 

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 
COMPANY, SPCSL CORP. AND THE DENVER Ai-ID 

RIO GRANDF WESTERN RAILROAD COMPANY 

APPLICANTS' CERTIFICATE OF SERVICE 

I n accordance w i t h the STB's d e c i s i o n served August 

20, 1997, i n the above-captionea matter, the primary 

A p p l i c a n t s , Union P a c i f i c Corporation, Union P a c i f i c R a i l r o a d 

Company, Southern P a c i f i c R a i l Corporation, Southern P a c i f i c 

T r a n s p o r t a t i o n Company and St. Louis Southwestern Railway 

Company,-^ hereby c e r t i f y t h a t they have served a copy of 

t h a t d e c i s i o n , by f i r s t - c l a s s m a i l , postage prepaid, on 

Joseph S. Guzman 
P.O. Box 92315 
Pasadena, CA 91109-2315 

Homer Henry 
10510 Tropicana C i r c l e 
Sun C i t y , AZ 85351-2218 

i'' On January 1, 1997, App l i c a n t M i s s o u r i P a c i f i c R a i l r o a d 
Company merged i n t o A p p l i c mt Union P a c i f i c R a i l r o a d Company 
("UPRR"). On June 30, 1997, A p p l i c a n t SPCSL Corp. and 
Ap p l i c a n t The Denver and Rio Grande Western R a i l r o a d Company 
merged i n t o A p p l i c a n t UPRR. 



R e s p e c t f u l l y submitted, 

CARL W. VON BERNUTH 
RICHARD J. RESSIER 
Union P a c i f i c Corporation 
M a r t i n Tower 
Eigh t h and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
Southern P a c i f i c T r a n s p o r t a t i o n 

Company 
14i6 Dodge St r e e t 
Om.aha, Nebraska 68179 

1-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

Atto r n e y s f o r Union P a c i f i c 
Corporation, Union P a c i f i c 
R a i l r o a d Company, Southern 
P a c i f i c R a i l Corporation, 
Southern P a c i f i c T r a n s p o r t a t i o n 
Company and St. Louis 
Southwestern Railway Company 

August 22, 1997 
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EB 

DEPARTMENT OF TRANSPORTATION 

Surface Transportation Board 

[STB Finance Docke: No. 32760 (Si:b-No 23)] 

Union Facific Corporation, Union Pacific Riiiroad Company, and Missouri Pacific 

Railroad" Company-Control and Merger-Southern Pacific Rail Corporation. Southem 

Pacific Transportation Company. St. Louis Southwestem Railway Company. 

SPCSL Corp., and The Denver and Rio Grande Westem Railroad Company 

AGENCY Surface Transportation Board. 

ArTTOTs\ Notice that the Board has beer: requested to issue a finding that the terms and 

conditions ofthe proposed merger of St Louis Southv,c.si*-.T, Railway Ccnipsjiy into 

SSW Merger Corp. a.'-e just and reasonable. 

Sl, ' l^lAR^ .St Louis Scuthwesiem Railway Comr-ur.y, upproxjmate.y &9 96% of the 

commcr stoct ofwhir.h i$ nv.T,Ed hv Southern Pacific Transponation Co; nany, is to bc 

.i.crgfid iiun S.SW Merger Corp lOO'/u of iht coinr/ion sti)C.>; ul wfuti; ;S cwiied by 

.Southern Pacific Transportation Company The merger envisions, amone other things, a 

' ca.̂ hing out," at a price of S6.800 per shaie, ofthe four shareholders who own the 

approximately 0 04% nf the common stock of St. Louis Southwestem Railv/ay Company 

that IS publicly held (61 out of 173,300 shares). The Board has been requ;stcd to issue a 

finding that the terms and conditions of the merger are ju.st and reasonable 
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DATES: Comments must be filed by August 28, 1997. Replies must be filed by 

September 12, 1997. 

ADDRESSES: Al! pleadings should refer to STB Finance Docket No. 32760 (Sub-

No 23) Commenu (an original and 10 copies) and replies (tn originaJ and 10 copies) 

shstild be sent to the Surface TransporUtion Board. Office ofthe Secretaiy. Case Control 

Unit, ATTN STB Finance Docket No. 32760 (SQb-No. 23). 1925 K Street, N.W. 

WMhington DC 20423-JOOl Comments should also be served (one copy each) on 

Arvid E. Roach H. Covington & Burling. 1201 Pennsylvania Avenue. N.W.. 

P.O. Box 7566. Washington, D C 20044-7566. RepUes should also be served (one copy 

each) on the four shareholders who own the 61 publicly held shares ofthe common stock 

of St. Louis Southwestem I-JIway Compar.y and on any other persons filing comments. 

FOR RTRTHF.R INFORMATinK CONTACT Julia M. Fair. (202) 565.1613. 

[TDD fnr the hearing impairea (202) 565-1695.] 

SIT^PI FMFNTARV INTf)RMATION^ In Decision No AA in Finance Dock.t 

Nn 32760, Union Pacific Corporauon. Vrmn racific Railnjod Company; andKhŷ cmi 

Pacific Railroad Cam- any-Control andKierger̂ Soulhem Pacific Rad Corporation, 

Southem Pacific Transportation Company, St. Louis Southwestern Ra.tŷ ay Companv. 

Sl-r̂ SI. Corp., and The Denver and Rw Gtande Westem Railroad Company {UP.'SP). we 

approved the common control and merger ofthe rail carriers controlled by Unton Pacific 

Corporation a Won Pacific Railroad Company and Missouri Pacific Railroad Company) 
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tnd the rail ctrriers controlled by Southem Pacific Rail Corporation (Sojthem Pacific 

Transportation Company. St. Louis Southwestem Railway Company, SPCSL Corp., ajid 

The Denver and Rio Grande Westem Rtih-oad Company).' 

The common controi authorized in UP/SP, Decision No. 44, was consummated on 

September 11, 1996. uith the merger of SPR wilh and into VP Holding Company. L;:;, a 

direct wholly owned subsidiary of UPC 

In the application filed on November 30, 1995, applicants had noted, among other 

things, that, in effectuating UP/SP comnion control, the> intended to merge SPT, SSW, 

SPCSL, and DRGW into UPRR. although they added that these companies might retain 

their separate existence for some time See UP/SP. Decision No 44, slip op at 8 With 

respect to SSW. appljca.nts specifically noted that, although SSW had a small number of 

minority equity hniders and although the Federal Railroad Administration (FRA.) held 

cenain SSW redeemable p'eference shares, the application did r.c' includt a request frr a 

' In UP/.SP, Decision No 44 Union Pacific Corporation was referred to as UPC, 
Union Pacific Railroad Company wa.s referred to as LTRR; Missouri Pacific Railroad 
Company wts referred to as MPRR; UPRR and MPRR were referred to collectively a.<; 
UP; Southe-m Pacific Râ l Corporation was referred to as SPR, Southem Pacitic 
Transportation Company was referred to as SPT; St. Louis Southwestem Railway 
Company w« r-:erred to as SSW; SPCSL Corp. was referred to as SPCSL; The Denver 
and Rio Grande Westem Railroad Company was referred to as DRGW, SPT, SSW, 
SPCSL, and DRGW were referred :o coUectively as SP; UPC. UP. SPR. and SP were 
referred to collectively as "applicants"; and the application that had been filed by 
applicants on November 30, 1995, was variously referred to as "the application" and "the 
pnmary tpplication " 
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Schunbacher determination' with respect to compensation that nught be paid to SSW 

security holders in connection with a merger of SSW into UPRR. Applicants added, 

however, that, if they later deter.iuned to carry out such a merger, they would request 

either t Schwahacher determination respecting the terms of the merger or a declaratory 

order that no such defirmination was required. See UP/SP, Decision No. 44, slip op at 

8 n.6 (seconJ paragraph). 

By petition (designated Ur/SP-306) filed July Vi, 1997, the remaining applicants 

(UPC, UPRR, SPR, SPT. and SSW. hereinafter refened to simply as "tpplicanis") 

indicate- that MPRR was merged imc UPRR on January 1. 1997; thtt SPCSL -.id 

DRGW we.'e merged into UPRR on June 30, 1997; that the corporate restructunrg of the 

UP/SP system v,-:i: be completed m February 1598 with the mergei of SPT into UPRR, 

and that, prior '.c and in anticipation cf the merger of SPI into L'l'RK, SSW wil! he 

merged imc SSV.' Merger Corp Apj.'licants seek, in the L'P/Sr-306 petition & 

determinatinn that tiie terms of the pruDosed merger of SSW into SSW Merger Corp (ir; 

particular, the S.6.800-per-share price to be paid to '.he four sharehciders whe own tht 

61 share.̂  nfSSW'a common stock that are publicly held) c.re just and reasonable * 

' The reference is to Schwahacher v. United States, ''34 U S. 192 (1948). 

' Applicants indicate that, pnor to and independent ofthe m.trger, the shares of 
SSW preferred stock that are publicly held will be redeemed at par value pursuant to their 
terms See UP/SP-306 It 1 n.2. Applicants further indicate that they have reached an 
agieement with FRA regarding the .reaiment ofthe FRA preference shares, which will 

Ccontinued. ) 
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SOr^ioc^. ,0 „eh , d.,™i„.,„„ ,„ p „ „ „ ^ „ „ , ^ 

order .„ i„i.i^ ^ ^ ^^^^ ^^^^^^^ ^ 

•Ppli »ble ng,,, ^^^^^ ^^^^^^ ^^^^^ ^^^^^ 

of th. four remaining puWic .hmholders. 49 U.S.C. 11321(a). 

APP-IC^U urge . . p , , , ^ ^^^^^ ^ ^ ^ ^ ^ 

.ode. offeir p«iUo„ in . h e « e ^ „ , . , ^ 

fl.. eo^enu; iH. ̂  tinker . « , „ „ „ ^̂ ^̂ ^̂ ^ ^ 

we proc«d prompu. .o . dedsion <i«rc«.er). E^ediled ^.^,„, •„ „ ^ 

•her. will k.. ...ng ^„^, ^^^^ ^^^^^ ^^^^^^^^^^ ^^^^^^^ 

n..d ,„ . ron.^ ^^^^ 

1r..dv >.«n ™rg.d i„,„ UPRR. i„,,^,,, ^^^^^ .̂ ^̂ ^ 

co.« ifi, -11 „™M, ,„ „er,e S.W i„,„ SSW Merger Co,p before September 30, ,9„; 

.ha, ,„er,er i, co„p,e,ed b.fore ,„c o „ U ii.a, ,hird ,„,„er, .pp,ic.„ „„„ 

W.'SP «D be required ,„ ,„ ,„ ^̂ ^̂ ^̂ ^̂^ . ^ 

financial s,„..en:. .ta reflec ,he opera„o„s of iSW . a separate en,i,y 

\ continued) 
remain m existence as obliEatinn* rtf iW. ^ u 

ODl.gations ofthe merged company. See UP/SP-306 at 3 n.4. 
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. Appbj.a.its indicate that they are serving a copy of their UF/SP-306 ,<etition "on all 

active parties in this proceeding," UP/SP-306 at 14 Oincs 2-3).* and that they will serve a 

copy "on any known SSW shareholders." UP/SP-306 at 14 (lines 3-4).' 

Oiir statutory mandate, 49 U S.C 11324(c). requires, among other things, that we 

dcterrtune, in tpprQpri.'-te cases, lhat the terms and conditions of certain transactions 

affecting stockholders are Just and reasonable See. e.g., Union Pacific Corp. et a l -

Cont.-MO-TCS-TXCo. etal. 4 I.C C.2d 409. 515 (1988) C'ln appraising this transaction 

affecting the rights of stockholders, it is incumbent upon us to see that the mtcrests of 

minority stockhol-ier̂  are protected and thet the overall proposal is just and reasonable to 

those stockholders Schwabacher v United States, 344 U.S. at 198. 201 ")• Because the 

T.n'/SP-30fi petition implicates our statutorv mmdate and involves a matter that requires 

t>q3edited regulatory actio'i. wc will proceed upon the schedule urged by applicants. 

* This apparently has reference to the panies of record ii; UP'.SP ove: sight 
proceeding. See the rp/SP-306 cenincaie cf seivicc (on the unnumbeicd page following 
p 16) See also Union Pacific Corporaiion, Union Pacific Railroad Campany, and 
Missoun Pacific Railroad Company-Control a, J Merger-Southert. Pacific Rail 
Corporation, Southem Pacific Transportation Company, St. Louis liouthwestem Railway 
Company. SPCSL Corp., and The Denver and Rio Grande Westem Railrcad Company, 
STB Finance Docket No 32760 (Sub-No 21) (Decision No 2, served June 19, 1997. 
Decision No 3, served June 30, 1997, Dedsion No •', served July 16, 1997) (these 
decisions list the parties of accord in the oversight proceeding). 

' We assume that this refers to the four persons listed on tlie UP/SP-306 
certificate of service (on the unnumbered pog-̂  foliowinp p 16). 
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Aeeordingiy, „ . ao,|oi, ^ ^ ^ ^ ^ 

.he.«™ and condltiona of ,he proposed nerger of SSW in.o SSWMerge, Corp. „e ju . 

and reuonawe Suoh co™,.n,. n,us, be aubn̂ ned by Au^a, 28, , W,. 

file replies ro such conmiems by September 12, 1997, 

Any interested person who ha, no, r«e,ved a copy of the UP/SP.306 petition ntay 

'«,u.s. a eopy, in ^,i„g „ ^ ^ ^_ ^^^^ ^ ^^^^ 

1201 P««,ylvania Avenue, N.W.. P o. Box 7566, W.sl,i„g.,„. r,.c. 20C44.7566 

(telephone; 202-662-5388). 

No. later than ,he Mb day after the date of publ =„ion of titi, decision appbcanta 

Should serve .copy of U„s decision upon the fou, pubU: SSW sh..holdet, and should 

«ni^. ,0 u. .ha, sendee of this decision upon those f ,ur person, has been ntade; and ,ha, 

"n.c, of ,he ,,-p/SP.306 petition upon such Persons. ,o the e„en, such ser...ce was no. 

™de pHcr ,„ ,he da,e of puMica.ion of .Us d,cis,o„, be=„ nade no later .ha,, .he 

nf:h dsy iSw Iht d5,e 0/ publication of .his decsion 

'" " "'""""""5 - "riS-nal and ,0 ..-op.es ,ocu™„,s f.i.J „i,„ 

Board, applicants „,d any c„n,n,er,ers .re re,ues.rd ,o subn., all plead.ngs and 
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attachments as computer data contained on a 3.5Mnch floppy diskette form.itted for 

WordPerfect 7 0 (or fom>atted so that h can bc converted by Worc'Perfca 7.0). 

Decided: July 22, 1997. 

By the Board, CK airman Morgan and Vice Chtirmtn Owen. 

Vemon A. Willitm«, 

Secretary 
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BEFORE THF 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 {Sub-No. 23) 

UNION PACIFIC CORPORATION, LHSIION PACIFIC RAILROAD'Crb^Fi 
AND MISSOURI PACIFIC RAILROAD COMPANY 

-- CONTROL AND MERGER 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN P.ACIFIC 

TRANSPORT?^TION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER AlTO 

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' CERTIFICATE AND CONFIRMATION OF SERVICE 

Pursuant t o the Surface T r a n s p o r t a t i o n Board's 

d e c i s i o n served J u l y 29, 1997, i n the above japcioned matter. 

A p p l i c a n t s hereby c e r t i f y t h a t they have served by f i r s t - c l a s s 

m a i l , postage prepaid, a copy of the STB'.3 dec'.sion upon the 

four p u b l i c SSW shareholders. A p p l i c a n t s Euther c e r t i f y t h a t 

s e r v i c e of UP/SP-306 was made upon the f o u r shareholders i n 

the same manner on t i . - day t h a t A p p l i c a n t s f i l e d UP/SP-3Q6. 

IL 

AUG - 5 r^i 

S Parted 
p. utic Ptom4 
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R e s p e c t f u l l y submitted, 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c Corporation 
M a r t i n Tower 
Eigh t h and Eaton Avenues 
Bethlehem, Pennsylvania 18C18 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
Southern P a c i f i c T r a n s p o r t a t i o n 

Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 68179 
(402) 27>l-5000 

'ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington &c B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

Atto r n e y s f o r Union P a c i f i c 
C o r poration, Union P a c i f i c 
R a i l r o a d Company, Southern 
P a c i f i c R a i l Corporation, 
Southern P a c i f i c T r a n s p o r t a t i o n 
Company and St Louis 
Southwestern Railway Companv 

August 1, 1997 


