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Co\ NGTON & Bum.ﬁ“
120! PENNSYLVANIA AVENUE,
P.O. BOX 7566

WASHINGTON, D.C. 20044-756! 9 i t ‘
= .
THAGYVE 50 A (202) 662-6000 ‘ 'c:z":::‘::‘

DIRECT DIAL NUMBER

202 662-%324
FACSIMILE (202) 662-629!
DIRECT FACSIMILE NUMBER
SIMILE 44-7)-495-310!
KUNSTLAAN 44 AVENUE DES ARTS
BRUSSELS 1040 BELGIUM
October 28, 1997 TELEPHONE 32-2-549- 5230
A Vg FACSIMILE 32-2-802-1898

————— >

2021 7713-3324
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(': ———
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By Hand !

v . IOC' 7 e ..—q ;
Honorable Vernon A. Williams | ;
Secretary ! p— G }
Surface Transportation Board T i1 3:ff r
1925 K Street, N.W. | AR ol o oo AR
Washington, D.C. 20423

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

Dear Secretary Williams: e LT ’%"5 L%

We are in recei ‘'t of ESI-28, the Petition of Entergy
Services, Inc. and Entergy Arkansas, Inc. for Modification of
Decision No. 44 or, In the Alternative, for Additional
Condition. Union Pacific intends to respond to the petition
within 20 days of its filing, oy November 12, 1997.

If you have any questions, please feel free to
contact me at the above telephone number.

Thank you for your assistance.

qincerely,

Qe

Tlmothy . Hester

cc: 0O.H. Storey, BEsq.
C. Michael Loftus, Esq.




STB FD 32760 (Sub 23) 9-17-97 J 182023




COVINGTON & BUR..NG i$% 3%
1201 PENNSYLVANIA AVENUE, N. W
P.O. BOX 7566
WASHINGTON, D.C. 20044-7566
(202) 662-6000 (SN v

CURZON STREET
LONDON WiY BAS
ENGLAND

ARVID E ROACH II TELEPHONE 44-171-49%.- 5658
FACSIMILE 44-71-49%-3101

FACSIMILE (202 662 629

DIRECT DIAL NUMBER
202 662 5388 BRUSSELS OFFICE
ODIRECT FACSIMILE KUNSTLAAN 44 AVENUE DES ARTS

202 778-5388 Sepcember 17,2997 » BRUSSELS (040 BELGIUM

TELEPHONE 32-2-%49-%230
FACSIMILE 32-2-302-'598

BY HAND

Honorable Vernon A. Williams
Secretary

Surface Transportation Board
1925 K Street, N.W.

Room 711

Washington, D.C. 20423-0001

Re: Finance Docket No. 32760 (Sub-No. 23), Union
Pacific Cocrp., et. al. -- Control & Merger --
Southern Pacific Rail Corp., et al.

Dear Secretary Williams:

Yesterday we received by mail copies of the "Objections
espondent Homer Henry" and "Objections of Respcndent Joseph
uzman" that were filed in the above-captioned docket.

cants do not believe these pleadings raise any r:levant
that Applicants have not already addressed in responding
pleadings filed by Benjamin and Donald Zatz.

Sigcerely,
W{WK .
Arvid E. Roach II

Kahn, Esq.
McHugh, Esq.

Ottice of the Secretary

sEp 18 1997

Part ol
Public Pecord

. s ——
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COVINGTON & "BURLING
1201 PENNSYLVANIA AVENUE, N. W,
PO BOX 7566
WASHINGTON, D.C. 20044-7566
(202 662-6000

LECONFIELD HOUSE
CURZON STREET

LONDON WIY BAS
FACSIMILE (202) 662-629I ENGLAND

ARVID E ROACH II TELEPHONE 44.171-495-5655
FACSIMILE 44-'7 -495-3/0/
DIRECT DIAL NUMBER

202 662 -5388 BRUSSELS OFFICE
DIRECT FACSIMILE KUNSTLAAN 44 AVENUE DES ARTS

202 778 5388 September 17 : BRUSSELS 1040 BELGIUM
. TELEPHONE 32-2-549-5230

FACSIMILE 32-2-502-1598

BY HAND s
Honorable Vernon A. Williams

Secretary

Surface Transportation Board

1925 K Street, N.W. (

Room 711
Washington, D.C. 20423-0001

Re: Finance Docket No. 32760 (Sub-No. 23), Union
Pacific Corp., et. al. -- Control & Merger --
Southern Pacific Rail Corp., et al.

Dear Secretary Williams:

Yesterday we received by mail copies of the "Objections
of Respondent Homer Henry" and "Objections of Respondent Joseph
P. Guznan" that were filed in the above-captioned docket.
Applicants do not believe these pleadings raise any relevant
issues that Applicants have not already addressed in responding
to the pleadings filed by Benjamin and Donald Zatz.

Sipcerely,
W{\M& ot

Arvid E. Roach 1I

Fritz R. Kalm, EBg.
John F. McHBugh, Esg.

"ENTERED
Office of the Secretary

SEP 1 8 1997

Pz of
Pubic Record
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MICHAEL L. ROSENTHAL
omECT
20¢ 662 5448

2

ELEF AX NUMBER

COVINGTON & BURLING
1201 PENNSYLVANIA AVENUE, N. W.
P70 BOX 7566
WASHINGTON. DC. 20044-7566

202) 662-6000 ' 2 X" _ECONRIELD MOuSE
‘ CURZON STREET

|| LONDON WiY BAS
a .71 ENGLAND
""'s{uwn: 44.171.495. 655
CABLE COVLING "m?Ax 44.171 495 301

TELEFAX 202 6€2 623
TELEX B59-593 (ICOVLING WSH /
DIAL NUMBER

ARUSSELS CORRESPONDENT OFFICE
¥ 44 AVENUE DES ARTS
778 5448 September 12, 1997 y \ 75,7 erusseLs 1040 BELGIUM
© reeprone 32.2-512.9890
TELEFAX 32 2-502 1598

BY HAND

Pritz R. Kahn, Esg.

Frite BR. Kabhn, P.C.

Suite 750 West

1100 New York Avenue, N.W.
Washington, D.C. 20005-3934

Re: Finance Docket No. 32760 (Sub-No. 23), Union
Pacific Corp., et al. -- Control & Merger --

Southern Pacific Rail Corp.., et al.

Dear Mr. Kahn:

Our continuing research into issues raised by the
Zatzes’ filings in this proceeding has led us to two
additional pieces of information that I am providing in order
to supplement our responses to the Zatzes’ discovery requests.
I have enclosed copies of each.

The first is a passage from a book entitled "80
Years of Transportation Progress: A History of the St. Louis
Southwestern Railroad" :that discusses Souchern Pacific’s
acquisition of control of SSW and its purchase of SSW stock.
The second is a Conrail press release containing the text of a
June 5, 1996 letter from David M. LeVan to Crew Lewis
indicating that Conrail might be willing to pay up to $1.9
billion as part of its "SP East" proposal.

Both of these items are, of course, publicly
available, and could have been obtained by you from public
sources at any time.

Sincerely,

Wl 2N
I
Michael L. Rosenthal

Enclosures

cc: Hon. Vernon A. Williams
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No. 570, Consolidation-type freight locomotive, weighed 151 tons. Builr by Baldwin Loco-
motive Works in 1913, Dismantled in 1950.

Control by the Southern Pacific

Since 1919 the Cotton Belt had been a very important connection
of the Southern Pacific system on traffic between points in the East
‘anid the Pacific Coast and points in Texas. The consolidation and
strengthening of other systems in the Southwest during the decade,
1920-1930, brought the Southern Pacific to a realization that self

preservation required a route to this competitive territory.

In July, 1930, the Southern Pacific filed an application with the In-
terstate Commerce Commission seeking authority to acquire control of the
Cotton Belt through ownership of a majority of its capital stock, part
of which had been purchased and part of which was under conditional
purchase at that time

The ICC’s proposed report, which was favorable to the plan, sug-
gested an offer for the acquisition of minority stock. Acting on this sug-
gestion, the Southern Pacific offered to exchange its stock for St.
Louis Southwestern stock in the ratio of one share of Southern Pacific
stock for three shares of St. Louis Southwestern common, and three
shares of Southern Pacific stock for five shares of St. Louis South-
western preferred. The offer was conditioned on acceptance by a suf-
ficient number of minority stockholders to increase the Southern
Pacific’s holding to 85 per cent of the total outstanding shares.

The final order of the ICC approved the plan upon conditions
which the Southern Pacific accepted in February, 1932. On April 14,
1932, the Southern Pacific Company purchased the stocks which had
been in escrow, and on April 19, the same year, it issued sufficient
amounts of its own stock to exchange for deposited St. Louis South-
western stocks in order to complete its control of the Cotton Belt. By

. May, 1933, the Southern Pacific had 193,134 shares of St. Louis South-
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western preferred and 130,834 shares of St. Louis Southwestern common,
or 87.37 per cent of the total outstanding shares of Cotton Belt stock.

Ever since the ICC approved control of the Cotton Belt by the
Southern Pacific, the chief executive officer of th: latter company has
acted as chairman of the board of the Cotton Belt. During the years
1932 to 1939, Hale Holden served in that capacity. Upon Holden’s
resignation, he was succeeded by A. D. McDonald, who served during
the years 1940 and 1941. For the period 1942 to 1951, A. T. Mercier,
president of the Southern Pacific, served as chairman of the Cotton
Belt’s board of directors. Following Mercier’s :etirement, he was suc-
ceeded by Donald J. Russell, who was electe chairman of the board
of the Cotton Belt effective January 1, 1952,

Russell, a native of Denver, Colorado,
completed his engineering studies at Stanford
University. After a plane crack-up with the
R.AF. in 1918, he took a 50c an hour job as
timekeeper with the Southern Pacific Com-
pany in 1920. Shortly he found himself work-
ing as assistant engineer in the engineerin
department with a firm conviction that raif
roading was his career and that for such a
career he needed to learn railroading frem
the ground up. He gave up his well-paid job
for an assistant foremanship of a section gang
and learned roadbeds. From the bSottom he Choiv:'a:'oll.::”burd
worked upwards through the railroad accum- of directors since
ulating details and know-how (“Always in. Jonuary 1, 1952
quisitive,” an associate puts it. “Wanted to know everything about every-
thing.”) Arriving at the presidency of the Southern Pacific on January 1,
1952, he became, at age 52, the road’s youngest president.

In August, 1957, Russell was selected to recsive the eighth annual
National Defense Transportation Association’s Award as “the person
who has made the most outstanding contiibution in the preceding year
to the solution of emergency trarsportation problems affeciing National
Defense.”

Bankruptcy Petition Filed

The business recession of the trovbled thirties forced the Cotton
Belt, along with other railroads, into hankruptcy.

In the latter part of 1935 th: company was faced with some
$25,000,000 of principal maturities and interest obligations, following
an accumulation of deficits over a period of six years. Unable to arrange
for extension of the maturity of its obligations or to raise additional

75
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Copyright 1996 PR Newswire Association, Inc.
PR Newswire

June 5, 1996, Wednesday
SECTION: Financial News
DISTRIBUTION: TO BUSINESS EDITOR

LENGTH: 2728 words

HEADLINE: CONRAIL INCREASRS ITS OFFER FOR EASTERN LINES OF SOUTHERN PACIFIC TO $
1.9 BILLION

BODY 1

Conrail (NYSE: CRR) today increased to $1.9 billion its Proposal to acquire
the eastern lines of Southern Pacific Traneportation Company. Conrail's renewed
and increased proposal was made in a letter to Drew Lewis and the other members
of the Board of Directors of Union Pacific Corporation, which is seeking federal
approval to merge the two railroads. Conrail's proposal is for the Southern
Pacific lines from Chicago, through St. Louis and Memphis to Houston, between
Hoaston and New Orleans, and throughout Texas, Louisiana and Arkansas.

When the proposed merger of the Unjion Pacific and Southern Pacific railroads
was firet announced last August, numerous parties, including many of the
affected shippers in the eastern part of the mY. .stem, immediately raised
concerns about its anticompetitive consequences. Conrail said then that it had
long beean interested in acquiring SP's eastern aseets, and thai i{n September,
1995, Conrail had proposed to pay Union Pacific §1.5 billion for them. That
proposal was rejected by UP. After UP's rejection, Conrail z=~nunced that it
would continue to pursue the acquisition as long as it enjoyed the cuoport of
the shipping community.

In the intervening months, a broad array of shippers, shipper groups, and
federal, state, and local officials -- more than 1,000 in all -- have opposed
the merger because of its anticompetitive effects. This is the greatest
outpouring of opposition to any rail merger in history. Por that reason,
Conrail has kept its offer on the table.

PHILADELPHIA, June 5

On Monday, June 3, the Department of Justice announced itna opposition to the
proposed UP/SP merger because of {ts anticompetitive sffects. Justice asked the
Surface Transportation Board, which has reeponsibility for deciding the merger,
to deny it outright, becsuse the parties themselves had “failed to restructure

it -- through extensive divestiture.” With today's letter to Union Pacific,
Conrail took a further step toward achieving the outcome the Justice Department
sought,

In renewing and raising ites ocifer today, Conrail recognized UP's outstanding
contractual commitments to negotiate with numerous parties should it decide, or
be required, to divest the 8P East assets, but stressed that its proposal not
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only remedies the anticompetitive effectuw of the merger, but also represents the
"best deal” for UP's shareholders, and preserves the benefits of the western
half of the proposed mezyer. AS an indication of the fairness of its offer,
Conrail noted in its letter that §1.9 billion for SP East represents “g

multiple of esxnings on & par with UP's purchase of SP as a whole."

conrail‘s letter follows on ths heels ©f the announcements of
strong opposition to the marger, as currently stru «d, ani support
for divestiture and other pro-competitive remedies just from the Department
of Justice, but also from the Departmsnts of Transporv:. ion and Agriculturs, the
National Industrial Transportation League, the Society of the Plastics Industry,
the Louisiana Chemical Aesociation, the Governors and/or Attorneys General of
Texas, Louisiana, Missouri, Arkansas, and Ohic, and hundreds of individual
shippers, including Shell, Procter & Gamble, Weyerhaeuser, Chrysler, corning,
Dow, Union Carbide, Phillips Petroleum, <Zargill, and International Paper.

Conrail, with corporate headquarte.s in Philadelphia, operstes &0 11,000 mile
rail freight network in 12 Northeastern and Mi 'western states, the District of
Columbia, and the Province of Quebaec.

TEXT OF CONRAIL LETTERS TO UNION PACIFIC

Pollowing are the texts of the letter sent today to Drew Lewis and
the members of the Union Pacific Rcard of Directore by Mr. LeVan, and
“he letter sent September 25, 1995, to Mr. Lewis from Mr. LeVan:

June 5, 1996

Mr. Drew Lewis
1R0x 1 E9 T4 fom nP aatif Dh iedr pxestitdne OfficY.#

Martin Tower
Eighth and Easton Avenus
Bethlehem PA 18018

Deéar Drew:

In my letter to you of Septembaer 25, 1995 (attached), I presented
Conrail's offer to acqQuire certain aseets from UP. Conrail's officer has
three principal virtues: (i) !t remedies the anticompetitive
deficiencies of the proposad UP-SP merger with respect to the 5P East;
(2) it preservas for UP the vast majority of the benefits of ita
proposead merger; and (3) it reprasents a fair price to UP's
shareholders. Our offer allows UF to darive the benetfits of its proposed
merger at a lower 9rice while quieting the commercial and public

i, corest concerns I others.

We remain interested, as you know, in providing a solution that benefits
your sharehalders and Conrail'e ehareholders. The constructive role of
our cffer is made more apparent by the announcements of tha Departments
of Transportation, Justice and Agriculture in opposition to the
currently proposed UP-SP merger and the continuing oppusition of major
shippers, shipper groups, and officiale in the affected states. We
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recognize, hovever, that your ability and/or willingness to accept a
"Conrail solution®" may be limited by the regulatory/contractual posture
°of vour proposal. Moreover, we noted with interest and approvael the
quotation of Dick Davidson in "Traffic World” to the effact that any
divestad lines would be "auctioned” to the highest bidder. This
certainly indicates a willingness in the end to find the best deaxl for
your sharsholders. Because we believe that our proposal represents the
best deal for youAshareholders, and provided your
regulatory/contractual requirements permit you to reach that goal,
Conrail wante to reaffirm ite proposal to you and your Board of
Directors.

The specific assets in which we are interested are detailed in the
attached letter. We are prepared to pay & price for these assets that
you will find fair -~ a multiple of earnings on a par with UP's purchase
of SP as a whole. We originally estimated that figure to be §$1.5
billion. More detailed analysis leads us to believe a price of §1.9
billion ie closer to that standard, which we are willing to pay, subject
to the conditlons of our prior offer. In addition, we are willing to be
flexi:ie in accoamodeting UP's ability to realize the full benefits of
the proposed transactions. In short, we are presenting a constructive
alternative for he bsnefit of our respective shippers and shareholders.

We standing willing to pursve this propoesasl with you.
Very truly yours,

David M. LeVan
Chairman, President and Chief Executive Officer
(Conrail)

September 25, 1895

Hr. Drew Lewis

Chairman and Chief Executive Officer
Unlon Pacific Corporation

Nartin Tower

Eighth and Easton Avenue

Bethlehem PA 18018

Dear D:iew:

Jim Hegen and I appreciated the opportunity to meet with you and Dick
Davidson to discuen Conrail's acquisition from Union Pacific corporation
("UP") of certsin ussets constituting the eastern portion of Southern
Pacific Rail Corporation (“SP*). At that meeting, Conrail proposed
fcquiring the asseta of S6AEast in a transaction that we beliave would
be in the best intervsts of all parties involved, and that would solve
certain of the competitive iesues raised by UP's pending acquisition of
sP.

It was our understanding that during the two wesk period following our
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meeting our respective staffs would work together. Unfortunately, no
progress has occurred. As I expressed to you and Dick Davideon 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 customere that Conrajil ie eeriocus about providing a solution to
certain of *he major competitive issues raised by your ecquisition of
8P.

We believe the moct constructive way to proceed is to set forth
Conrail's offer, snd then to meet and develop a process to negotiate a
transaction. Accordingly, below is Conrail's offar to acquire the
following assets from UP:

(1) the currently 6P-owned lines extending generally south
from Chicago, IL to Galveston, TX and Browneville, TX, and
west from New Orleans, LA to Spofford, TX, Eagle Pass, TX
and El Paso, TX, including all connecting trackage and
spur lines serving Alton, IL, New Madrid, MO, Memphi®, TN,
Little Rock, AK and Indiana, AK, Breaux Bridge, LA and all
intesmediate Texas points;

trackage, haulage and access rights assoclated with the
acquired lines;

an ownership interest in the Alton & Southern Railway,
Houston Belt & Terminal Railway, Terminal Railroau
Association of 8t. Louis, and othar terminel carriers;

an ownerehip interest in the P,insas & Memphis Rallway
Bridge and Terminal Company, Southern Illinois and
.iesouri Bridge Company, and any other bridge company
integral with the acquired lines.

(v) an appropriate number of locomotives, rolling stock and
certain other equipment (including any related financial
ocbligations); and

(vi) all other assets, options and facilities used or huld for

use for presant and future maintenancs and oparation of
the territory described above.

Conrail ) roposas to acquire theee ausets subject to existing mortgages
or finaucing arrangemsnts for $1.5 billion (consieting of cash and
assursa debt). We are prepared to discuse other possible acquisjition
structures, including those with potentially more favorabls tax
treatment for UP, with appropriate adjustments to the purchase price. Ve
are prepared to begin our due diligence review immediately, and believe
we can enter into a contract to acquire SP East within 30 days.

Conrail's proposed purchase price is based on our estimate of the
operating cash flow of SP East. If our estimate is not correect, our
offer would be adjusted accordingly.

consummation of the transaetion (# asubject only to a limited number of
conditionss (i) satisfactory complaetion of a customer due diligence
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review) (ii) negotiation and executive of a mutually acceptable
dofinitive purchase agreemant and other documentation; and (iii)
governmental filings and receipt of the necussary regulatory and
pshrtbdtthondrpapbpdappresedses possible and look forward to working

toward a successfully transaction.
Very truly yours,

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

BACKGROUND ON UNION PACIFIC-SOUTHERN PACIFIC MEPGER
AND CONRAIL'S OFFER FOR SOUTHERN PACIFIC EASTERN LINE

The Proposed Unjion Pacific/Southern Pacifir: Merger:

On Auguset 3, 1996, the Union Pacific (UP) and Southern Pacific (&P)
proposed to merge their two systems, creating what would be the largest
rail wystem in the U.§8. The merqer is pending before the Surface
Transportation Board (8TB), which will vote on it in early July.

In order to be approved, the merger must be coneistent with the
public interest, by creating public benefits and remedying any
anticompetitive effects. This merger fails that test.

The proposed UP/SP merger involves two systems which vun parallel
to, and compete with, each other at many points. The UP/6? acknowledged
from the beginning that the merger would dramatically reduce rail
competition in the areas they jointly serve. Theee anticompetitive
impacts are likely to be especially severe in the eastern part of the SP
eystem -~ Texas, the Mid-South, and the Gulf Coast.

UP'es Proposwsd Trackage Righto Agreement with BNSF:

When the UP snnounced ite merger with SP, it acknowledged that the
merger would greatly reduce competition, service and pricing options for
thousands of shippers. As proposed, the merger would result in upP
control over a reported 90 percent of rail traffic into and out of
Mexico, 70 percent of the petrochemi.al srhipments from Texas' Gulf
Coast, and 85 percent of the plastics storage capacitk9 the Texas-
Louisiana Gulf region. Shippers across Texas, Louisiana, and the Mid-
South opposed the merger, arquing that they would be harmed by its
snticompetitive effects

In an attempt to deal w.th the effects, UP proposed to grant the
Burlington Northarn Santa Ve Railroad (BNSF) 4,000 miles of "trackage
rights® -- rights to move jte trains over selected UP/SP rail lines.
Buch rights are unprecedented in scope.

Would it work? Not withstanding several attempts to enhance the
rights, most shippere argue that the trackage rights can't offset the
anticompetitive ef vcte of the merger. Ownere of rail lines have
incentives to invest in track and inifrastructure, and to work with local
communities to attract economic development; tenant carriers don't.
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Track owners have control over the service they provide -~ its
frequency, its reliability, ite timeliness. On the other hand, tenrnts’
op rations are always subject to someone else's control ~= in this ~ase,
cthat of their direct competitor.

More specifically, the particular trackage rights proposed by UP
wen't preserve competition. The evidence before the ST3 showed that BNSP
would be unable to replicate SP's current competitive role in the SP
East region. Its service would take longer, invelve multiple carrier
nandlings. and lack the support structure -~ yard space, terminal
facilities, and esidings -- that shippers say (and the UP/SP agree) are
necessary. Perhape retiring BNSP Chairman Gerald Grinetein descrt<."$V180x901Ytrackage ri

track maintenance issues and dispatch issues. It's quite different from
owning your own railroad."®

Public Benefit:

UP/SP acknowledges that the vast majority of the merger's benefits
are in the western half of the merged systam. That's where the deal
fille gaps in UP'es route structure; that's where almost all of the
planned capital savings are; and that's where the planned investments
would be made. UP/SP claim the merg - is needed to allow them to compete
with the newly merged BN/SF system, but all the ways and places they
cite av® also in the West.

Conrail's Proposal: Maintaining Real Competition:

Fortunately, there (s an alternative that would preserve real rail
competition in Texas, Gulf Coast, and Mid-South markets while allowing
UP and SP to pressrve the benefits of their proposed merger in the West.
Conrail, t'e nation's fifth largest railroad serving customers in twelve
northesstern and midwestern states and the Province of Quebec, has
proposad to purchase the eastern part of the SP system ("SP East") --
the lines running from Chicage south through St. Louis and Manphis to
Houston, from Houston to New Orleans and throughout Texae, Louisiana and
Arkansas -- for $1.5 billion, now increased to $1.9 billion.

Conrsil offers the best alt.rnative for shippers, communities, and
economic development along the SP East lines. As an owning, not renting,
railroad, Conrail ie prepared to make a substantial investment in these
assets. One of ites firet initiatives will be to improve operations in
the congssted Houstor terminaAand establish a new division headquarters
serving Texas and the Gulf Coast. Conrail's propossl will create the
nost efficlent route te and from the northeast and midwest¢ markets where
a large amount of SF Bast tratffic goes today. It will open up grester
industrial development opportunities, and it will provide customers with
competitive ralil service to and from Northeast and Midwest markets on
the one hand, and the Gulf Coast, Mid-S8outh, Texas, and Mexico on the
other. Shippers and communities on 6P East lines do have a choice.
conrail ie committed o the development of these iines and is prepared
to provide firet claes rail service to customers now served by SP. The
Conrail proposal is a better desl for shippers and communities that need
and deserve true competition.

/1

CONTACT: Robert L. Libkind of Conrail, 215-209-4594

LANCUAGE: ENGLISH
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BEFORE THE
SURFACE TEANSPORTATION BOARD

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 AWD
RIO GRANDE WESTERN RAILROAD COMPANY

APPLICANTS' CERTIFICATE OF SERVICE

In accordance with the STB'’s decision served August
20, 1997, in the above-captioned matter, the primary
Applicants, Union Pacific Corporation, Union Pacific Railroad
Company, Southern Pacific Rail Corporation, Southern Pacific
Transportation Company and St. Louis Southwestern Railway
Company,?’ hereby certify that they have served a copy of
that decision, by first-class mail, postage prepaid, on

Joseph S. Guzman Homer Henry

P.O. Box 82315 10510 Tropicana Circle
Pasadena, CA 91109-~-2315 Sun City, AZ 85351-2218

- On January 1, 1997, Applicant Missouri Pacific Railroad
Company merged into Applicsnt Union Pacific Railroad Company
(*UPRR"). On June 30, 1997, Applicant SPCSL Corp. and
Applicant The Denver and Rio Grande Western Railroad Company
merged into Applicant UPRR.




Respectfully submitted,

CARL W. VON BERNUTH

RICHARD J. RESSLER

Union Pacific Corporation
Martin Tower

Eighth and Eaton Avenues
Bethlehem, Pennsylvania 18018
(610) 861-3290

JAMES V. DOLAN

PAUL A. CONLEY, JR.

LOUISE A. RINN

Law Department

Union Pacific Railroad Company

Southern Pacific Transportation
Company

1416 Dodge Street

Omaha, Nebraska 68179

(£02) 271-5000

esoin

"ARVID E. ROACH II

J. MICHAEL HEMMER

MICHAEL L. ROSENTHAL
Covington & Burling

1201 Penneylvania Avenue, N.W.
P.O. Box 7566

Washington, D.C. 20044-7566
(202) 662-5388

Attorneys for Union Pacific
Corporation, Union Pacific

Railroad Company, Southern

Pacific Rail Corporation,
Southern Pacific Transnortation

Company and St. Louis
Southwestern Railway Company

August 22, 1997
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FR-4915-00-P
EB
DEPARTMENT OF TRANSPORTATION

Surface Transportation Board

[STB Finance Docke: 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 and Rio Grande Western Railroad Company
AGENCY: Surface Transportation Board.
ACTION: Notice that the Board has been requested to iscue a finding that the terms and
conditions of the proposed merger of St. Louis Southwestern Reilway Company into
&SV Merger Corp. ere just and reasonable
SU i‘,'ﬁ.k'; 5t. Louts Southwestern Railway (
mmon stock of which is owned by Southern Pacific Transponation € any, 1s to be
erged into SSW Merger Corp.. 100% of the commion stock of which i1s owned by
Southern Pacific Transportation Company. The merger envisions, among other things, a
“cashing out,” at & price of $6,800 per share, of the four shareholders who own the
approximately 0 04% of the common stock of St. Louis Southwestern Railway Company
that 1s publicly held (61 out of 173,300 shares). The Board has been requested to issue &

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

September 12, 1997,

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

No. 23) Camments (an original and 10 copies) and replies (an original and 10 copies)
should be sent to the Surface Transportation Board, Office of the Secretary, Case Control
Unit, ATTN STB Finance Docket No. 32760 (Sub-No. 23), 1925 K Street, NWwW,
Washington, DC 20423-0001. Comments should also be served (one copy each) on
Arvid E. Roach 10, Covington & Burling, 1201 Pennsylvania Avenue, NW.,

P.O. Box 7566, Washingion, D.C. 20044-7566. Replies should also be served (one copy
each) on the four shareholders who own the 61 publicly held shares of the common stock
of St. Louis Southwestern [’ zilway Company and on any other persons filing comments.
FOR FURTHER INFORMATION CONTACT Julia M. Farr, (202) 565-1613

[TDD for the hearing impaired (202) 565-1695.]

SUPPLEMENTARY INFORMATION: In Decision No. 44 in Finance Docket

No 32760, Union Pacific Corporation, Union Facific Railroad Company, and Missour:
Pacific Railroad Com; any--Control and Merger—-Southern Pacific Rail C orporation,
Southern Pacific Transportation ¢ empany, St. Louis Southwestern Railway Company,
SFZSL. Corp., and The Denver and Rio Grande Wesiern Railroad Company (UP/SP), we
approved the common control and merger of the rail carmiers controlled by Union Pacific

Corporation (Union Pacific Railroad Company and Missouri Pacific Railroad Company)
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and the rail carriers controlled by Southem Pacific Rail Corporation (Southem Pacific
Transportation Company, St. Louis Southwestern Railway Company, SPCSL Corp., and
The Denver and Rio Grande Western Railroad Company).!

The common control authorized in UP/SP, Decision No. 44, was consumumated on
September 11, 1996, with the merger of SPR with and into UP Holding Company, lac., 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 common control, they 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, applicants specifically noted that, although SSW had & small number of
minority equity holders and although the Federal Railroad Admunistration (FRA) held

certzin SSW redeemable preference shares, the application did not include & request for

" In UP/SP, Decision No. 44: Unior Pacific Corporation was refarred to as UPC,
Union Pacific Railroad Company was referred to as UPRR; Missouri Pacific Railroad
Company was referred to as MPRR; UPRR and MPRR were referred to collectively as
UP; Southem Pacific Rail Carporation was referred to as SPR; Southern Pacific
Transportation Company was referred to as SPT; St. Louis Southwestern Railway
Company was r~{erred to as SSW;, SPCSL Corp. was referred to as SPCSL; The Denver
and Rio Grande Western Railroad Company was referred to as DRGW; SPT, SSW,
SPCSI., and DRGW were referred to collectively as SP; UPC, UP, SPR, and SP were
referred to callectively as “applicants”; and the application that had been filed by
applicants on November 30, 1995, was variously referred to as “the application” and “the
primary application "
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Schwabacher determination® with respect to i, = compensation that might be paid 1o SSW
security holders in connection with a merger of SSW into UPRR. Applicants added,
however, that, if they later deterinined to carry out such a merger, they would request
either & Schwabacher determination respecting the terms of the merger or a declaratory

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

8 n.6 (second paragraph).

By petition (designated UF/SP-306) filed July 1/, 1997, the remaining applicants
(UPC, UPRR, SPR, SPT, and SSW, hereinafter referied to simply as “applicants™)
indicate: that MPRR was merger intc UPRR on January 1, 1997, that SPCSL aad
DRGW were merged into UPRR on June 30, 1997; that the corporate restructuring of the
UP/SP system will be completed in February 1998 with the merger of SPT into UPRR,
and that, prior ‘o and in anticipation of the merger of SPT into UPRR, SSW will be
merged into SSW Merger Corp. Applicants seek, in the UP/SP-306 petition, a
determination that tiie terms of the pronosed merger of SSW into SSW Merger Cory
particular, the $6.800-per-share price to be paid to the four shareholders whe own the

61 shares of SSW's common stock that are publicly held) are just and reasonable *

' The reference is to Schwabacher v. United States, 734 U.S. 192 (1948).

? Applicants indicate that, prior to and independent of the merger, the shares of
SSW preferred stock that are publicly held will be redeemed at par value pursuant to their
terms. See UP/SP-306 at | n.2. Applicants further indicate that they have reached an
agreement with FRA regarding the .reatment of the FRA preference shares, which will
(continued...)




Applicants seek this determination (1) because they believe the Board js required by
Scbwabacher to make such a determination to protect minority shareholders, and (2)in
order to immunize the merger of SSW into SSW Merger Corp. from the otherwise
appli-able state law rights, particularly the otherwise applicable state Jaw appraisal rights,
of the four remaining public shareholders. 49 US.C. 11321(a).

A;‘:puanu urge expedited handling of their pstition (in particular: that we publish
notice of their petition in the Federal Register, that we allow interested persons 30 days to
file commentl that we further allow applicants an additional 15 days to file a reply; and

that we procee d promptly to a decision thereafter). Expedited handling is sought so that

there will be, among other things, no unnecessary waste of resources associated with the

need to maintsin & formal distinction berween SSW and the other rail carriers that have
already been merged into UPRR, Applicants indicate that UP/SP will incur significant
costs if it is unable 10 merge SSW into SSW Merger Corp. before September 30, 1997
unless that merper is completed before the end of the fiscal third quarter, applicants note.
UP/SP will be required to go to the considerable time, expense, and difficulty of preparing

financia) statements that reflect the operations of SSW &s a separate enfity

— —

o 8 contmued)
remain in existence as obligations of the merged company. See UP/SP-306 at 3 n.4.

o
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Applicaits indicate that they are serving a copy of their UP/SP-306 jetition “on all
active parties in this proceeding,” UP/SP-306 at 14 (lines 2-3)," and that they will serve a
copy “on any known SSW shareholders,” UP/SP-306 at 14 (lines 3-4).°

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

determine, in appropriste cases, that the terms and conditions of certain transactions

affecting stockholders are just and reasonable. See, e.g., Union Pacific Corp. et al.~-

Cont.—MO-25-TX Co. et al., 4 1.C.C.2d 409, 515 (1988) (“In appraising this transaction
affecting the rights of stackholders, it is incumbent upon us to see that the interests of
minority stockhol-ers are protected and that the overall proposal is just and reasonable to
those stockholders Schwabacher v United States, 344 U.S. at 198, 201."). Because the
UP/SP-206 petition implicates our statut:ry mandate and involves a matter that requires

expedited regulatory action, we will proceed upon the schedule urged by applicants.

! This apparentiy has reference to the parties of record in 1he UP/SP oveisight
proceeding. See the 'TP/SP-306 cenificate of service (on the unnumbered page following
p. 16). See also Union Pacific Corporation, Union Pacific Railroad Company, and
Missouri Pacific Railroad Company~Control ai 4 Merger~Southerr. Pacific Rail
Corporation, Southern Pacific Transportation Company, St. Louis Southwestemn Railway
Company, SPCSL Corp., and The Denver and Rio Grande Western Railrcad Company,
STB Finance Docket No. 32760 (Sub-No. 21) (Decision No. 2, served June 19, 1997;
Decision No. 3, served June 30, 1997; Drecision No. 4, served July 16, 1997) (these
decisions list the parties of record in the oversight proceeding).

5 We assume that this refers 1o the four persons listed on the UP/SP-306
certificate of service (on the unnumbered page following p. 16).

Sl




S.K U r|l|ﬂu\.~ -~ 60 (Sub-NO 22)

Accordingly, we solicit comments from 2il interested persons respecting whether
the terms and conditions of the proposed merger of SSW into SSW Merger Corp. are just
and reasonahle. Such comments must be submitted by August 28, 1997, Applicants may
file replies to such comments by September 12, 1997

Any interested person who has not received a copy of the UP/SP-306 petition may

request a copy, in writing or by telephone, from Arvid E. Roach 1, Covingten & Burling,

1201 Pennsylvania Avenue, NW., P.O. Box 7566, Washingian, D.C. 20044-7566
(telephone:; 202662-5388),

Not later than the fifth day after the date of publ cation of this decision, applicants
should serve g copy of this decision upon the four publiz SSW sha: sholders and should
centify to us: that service of this decision upon those fiur persons has been made; and 1hat
service of the UP/SP.306 petition upon such persons, (o the extent such service was not
made prior to the date of publication of this decision, has been made no later than the

2y afier the date of publication of this decision

In addition to submitting an original and 10 “opies ot all documents filed with the

Board, applicants and any commer.ters are requested to submit all pleadings and
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attachments as computer data contained on a 3.5<inch floppy diskette formutted for

WardPerfect 7.0 (or formatted so that it can oe converted by WordPerfect 7.0).

Decided: July 22, 1997,

By the Board, Chairman Morgan and Vice Chairman Owen.

Vernon A. “ﬁllium,

Secretary
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UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD'
AND MISSOURI PACIFIC RAILROAD COMPANY N/
-~ CONTROL AND MERGER - -
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

APPLICANTS'’ CERTIFICATE AND CONFIRMATION OF SERVICE

Pursuant to the Surface Transportation Board'’s
decision served July 29, 1997, in the above :aptcioned matter,
Applicants hereby certify that they have served by first-class
mail, postage prepaid, a copy of the STE's dec'sion upon the
four public SSW shareholders. Applicants futher certify that
service of UP/SP-306 was made upon the four shareholders in

the same manner on the day that Applicants filed UP/SP-306.

N
Offiow of the Secretary

AUG = 5 1997

Part of
Pudic Rucerg
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Respectfully submitted,

CARL W. VON BERNUTH

RICHARD J. RESSLER

Union Pacific Corporation
Martin Tower

Eighth and Eaton Avenues
Bethlehem, Pennsylvania 18018
(610) 861-3290

JAMES V. DOLAN

PAUL A. CONLEY, JR.

LOUISE A. RINN

Law Department

Union Pacific Railroad Company

Southern Pacific Transportation
Company

1416 Dodge Street

Omaha, Nebraska 68179

402) 272—5000

ARVID E. ROACH II

J. MICHAEL HEMMER

MICHAEL L. ROSENTHAL
Covington & Burling

1201 Pennsylvania Avenue, N.W.
P.O. BOX 7566

Washington, D.C. 20044-7566
(202) 662-5388

Attorneys for Unicon Pacific
Corporation, Union Pacific
Railroad Company, Southern
Pacific Rail Corporation,
Southern Pacific Transportation
Company and St. Louis
Southwestern Railway Company




