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dissolved by UP and BNSF. At the time it vvas dissolv ed. thc HBT had served Houston well as 

the neulral sw itching carrier for neariy a century winning many safety awards. HBT began 

operations in 1908 in Houston. During its long history, il conducted efficient, impartial 

sw itching operations in the Houston lemiinal. It coordinated its service vvith the large number of 

rail carriers that served the Houston tenninal. During HBT's history there were as many as seven 

or eight carriers that connected with and w ere served by the sw ilching functions of HBT. Most 

of those carriers have since been merged into the present I P. leadin;; lo UP's ownership of 

virtually all ofthe main rail lines in and out of Houston, as well a' ' P's ownership of the half of 

HBT's slock nol held by BNSF. 

Tex Me? /KCS propose lha» lhe PTRA would bc ihc re-crcalion of a neutral switching 

camer in Houslon under the general mold ofthc HBT. As a neulral swilching camer, HBT 

operaied thc two print ipal "belt" routes i.trough thc City of Houston, along vvith the many yards 

adjacent to those belt lines. On I'l.". w est side of tow n. HBT operaied the West Belt, from Double 

Track Junction on the south to Belt Junction on the north. Located along this line s-̂ gment are 

Old South Y ard. Congress Y'ard. the .Milby Sireel Roundhouse. Ouitman Y'ard and Collingworth 

Y'ard. HBT also switched shippers north of Bell Junction to approximately Milepost 227. and 

south of Double Track Junction lo T&NO Junction. This latter area included New South Yard, 

vv hich also vvas operated by HB l . 

HBT also perfonned sw itching for shippers using the yards and tracks of the East Belt. 

Tliose yards included East Bell Y aid. Dallerup Y ard. Basm Y ard, Glass Track and Pierce Y ard. 

Booth Y'artl also was operated by HBT as a sw itching facility. At one time. HBT also operaied 

Sellegasl Y ard, w hich was taken over from HBT by UP in the early 1990's. HB f switched as 

many as 200 shippers along the Bell. 
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2.1.8 PTR.A's neutral switching would cover largely the former HBT 

PTRA's neutral switching would cover largely the same tenitory fomierly served by the 

HBT. Designating the PTRA as the neutral switching carrier would simply expand the PTRA's 

current switching operations. Specifically, the PTRA charter and operating agreement would be 

expanded to cov er the territory formeriy switched bv HBT as well as include Tex Me.\ as a 

pemianent member of PTRA. PTRA would use Congress. Quitman and Collingworth Y'ards for 

necessary yard and switching operations on the West Belt. (Both Collingworth and Congress 

Yards could be upgraded to accommodate additiona! traffic if that vvas needed ) On the East 

Belt. PTR.A vvould use Pierce. Dallerup and Basm Y'ards to serv e East Bell shippers. ,A third 

operating zone would be Glass I rack. Each of these zones would require a single locomotive 

manned by three shifis of three-person crews, or a tolal of 27 train crew members. Each zone 

also would require a relief crew. In addition to in.in crews. I would estimate that approximately 

10 signal maintenance personnel and approximately 24 maintenance of way personnel. 

Each participating carrier would indiv idually agree vvith PTR A on interchange 

procedures, and a .standard set of switching fees would be established. Fees would bc set at a 

level sutTicient to cover PTR.A's operating costs and to supply sutTicient reserves to maintain :.nd 

improve the Houston infraslructure. 

l:vpaiuling P I R.A s operations to a size sufficient to serve the Houston fcnnmal area 

would nol be as difficult as BNSF and I P have publicly stated. PTRA has previousiy icased 

locomolives. and could do so again. Employees would be available from among fonner HBl 

'.mployees and those pcrfomiing switching sen ices for BNSF and UP at present. PTR.A has a 

capable upper level management team which has the ability lo manage an expanded operation if 

augmented with additional personnel. PTR A's managemenl is experienced in Houslon 
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operational issues from PTRA's current involvement in Houston, particularly in safe operating 

managemenl practices. 

"̂ he reinstatement of an impartial and neutral operation of the Houston terminal will 

fulfill UP's goal of coordinating all train operations. As demonstrated by HBT's successful 

operation ofthc Houston lemiinal for almost 90 years, a neutral operator w ill improve the overall 

efficiency of the Houston temnnal operations and facilities by: 

• improving coordination of all train operations; 
• improv ing the communication among railroaus sen ing the Houston area; 
• improv ing the efficiency of the yards sening the area; and 
• expediting the Gulf Coast train operations. 

2.1,9 Saiety NN ill Be Enhanced NN ith P FRA As The Neutral S.vitcher 

An added advantage of having PTR.A as the neutral swiichini; earner is ihal ihese 

operations would be placed in the hands of one ofthe safest operators in the rail industry. PTRA 

is experienced in Hou.ston switching operations due to its current operations in part of Houston. 

PTRA also has an outstanding safety record, with an industry-leading accident ratio of 0.93.' 

PTRA also has substantial expenence hmdling thc sometimes high risk chemicals manufactured 

ai d shipped in Houston. 

PTR.\ eamed 12 Hamman awards smce 1983 al the bronze, silver and gold levels. This 

performance level contrasts with I "P w hich has had 11 fatalities in 1997; almost three times the 

fatalities of any other Class I railroad. In fact, based on monthly reports to the 

Association of American Railroads (AAR). I P had the highest numher of casualties (fatalities, 

injuncs and i! nesses) among the major railroads. And UP had the highest frequency rate of 

transportat!.ill casualties among thc major raiiroads. 

"I his is conputed as reportable accidents and mjurics per 200.000 manliours 
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The Tex Mex/KCS plan remedies the safely issue by replacing a congestion-bound 

iTionolith w ith a proven, safe switching carrier. Safety data shows clearly lhat PTRA is a very 

safe operation. 

Adtniltediy. lemiinal railroads sometimes have higher accident frequencies than line haul 

railroads. However. PTR.A has had an excellent safety record over the years and has had a 

steadily declining accideni frequency rate since 1 9'. As of 1997 the PTRA accident frequency 

rate was 0.93. By contrast, the average for tenninal railroads was 4.56; the average for major 

line haul railroads vvas 2.11* and UP's 1997 accident frequency rate was .2.27. Thus, in 

recommending that P I R.A replace temnnal switching serv ices of UP, Tex Mex KCS is 

recommending a proven switching camer with a supenor and improving safety record to replace 

a below average linehaul camer w hich has a detenorating safeiy record. 

In addition. I P has been the subjecl of two FRA safety inspection blitzes and an 

extended NTSB hearing on its operating practices. It is my understanding the FRA 

investigations hav e concluded that a major [.art of the fault in many of thc incidents occurring on 

I P has been mismanagement, as opposed to simple accidents. Unquestionably, PTRA is the 

safer operator as compared to L P. Thcrctbre. placing Houston lerminal switching operations in 

P f RA s hands would increase safety for all concerned. 

2.2 P I R.A Is Also The Obvious Solution Vor Neutral Dispatching 

Truly neutral dispatching w ill also improve thc efficiency of tcmiinal operalions. As 

show n m the v erified statement of Patnck L. Watts. Tcx .Vlex has suffered dispatching 

discrimination at UP's hands many times in Houston. Like neutral switching, neutral 

dispatching w ill cliinmalc preferenlial treatmenl as a consideration in dispalchmg pnonties. and 

Line Haul Railroads w iih 15 inillion or more man-hours annually ( NSC, BNSF, CSX, 
UP/S.". CR. Amtrak). 
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will allow the overall operational efficiency of the terminal to supersede linehaul carrier priorities 

in dispatching. The neutral dispatching protocols proposed by Tex Mex/KCS would help assure 

impartial dispatching. To establish a neutral dispatching operation. PTRA would need to hire 6 

regular dispatchers, plus perhaps 3 or 4 relief dispalchers. 

Far from interfering with UP's operations, neutral dispatching vvill expedite movement of 

trains through Houston, benefiting L̂ P and other carriers as well. Conceptually, neutral 

dispatching is soinewlial akin to the joint dispatching that UP and BNSF now tout as neutral 

dispatching. Clearly, true neutral dispatching would be impartial as between all carriers 

operating through Houston, not just as between I P and BNSF with llicr joint dispatching center. 

Ending fav ored treatment of UP trains would ev entually improve, not hinder, UP's operalions. 

Under a neutral dispatcher, although each individual train of UP would nol be given pnonty 

before all competing lines' irains. as UP did for many months in Houslon. the increa.sc in 

terminal operating efficiency lhat neutral switching and neulral dispatching woulu cause would, 

as a whole, benefit L P's operations. UP's Houston congestion problems had a ripple effect 

throughout many other parts of the UP sysiem. arc generally conceded to be the source of many 

of UP's service pioblems. and continue to the present day. Re-creating a neutral dispatching of 

Houston by the PTR.A to operate the Houslon tcmiinal more effic.w'nlly would benefii. nol harm, 

UP. 

Neulral dispatching, how ev er is not a complete remedy in Houston since dispatchers do 

not decide wmch cars to pull and lo switch, but ' nly which presently active trams to permit on 

which tracks. Accordingly, neutral SVN itching and neutral dispatching together are needed. 

Quite simply. UP's handling ofthe Houston Terminal has been deplorable lo this point. 

Substituting PTR.A as the neulral switcher and dispatcher for Houston w ill increase operating 
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efficiency by eliminating patronage as a consideration in switching and dispatching. Moreover, 

PTRA is an extremely safe railroad, considerably more so than UP. Accordingly, safety and 

efficiency in the Houston terminal w ould improve significantly i f PTRA were the di'spatcher and 

..ot UP. 

3 ALLONVINC; TEX MEX TO OPERATE BOOTH Y ARD NVII L BENEFIT ALL 
CONCERNED 

Booth Y'ard is a key pivot point in the Tex Mex/KCS proposal. The yard is essential to 

Tcx Mex bul is undemtilized by UP. Its current condition clearly shows that the yard does not 

figure in I P's plans. While 17 tracks connect at the north end of the yard, as show o on the 

Booth Y'ard map on the next page, far fewer tracks now connect at the south end. Tex Mex vvill 

restore all 17 lo full sen ice. 
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On February 20, 1998, a joint letter was sent from KCS Chief Executive Officer, Mike 

Haverty and Tex Mex Chief Executiv e Officer Larrv Fields lo LIP Chief Executive Officer Dick 

Davidson outlining the reasons vv hy Tex Mex needed a yard facility in Houston. The basis for 

needing a switch yard as part of their operations vvithin Houston is descrihi-J as follows. 

"Houston Switching Y ard— Tex Mex cannot effectively compete w ith UP and 
BNSF in Houslon w ithout its own switching facility. Tex Mex must backhaul 
many cars vvhich increases costs, advc.sely effects sen ice, and puts additional 
tram movements across an already congested .:;il network in Houston. Both UP 
and BNSF hav e been reluctant to grant l ex Mex vard facilities in Houston. Thus, 
we have sought to buy or lease your Booth Y ard trom you. UP remov ed part of 
the yard so it is obviously nol essential to UP for ils operations bul it gives Tex 
Mex an essential facility for it to bc comnetitive." 

On February 27, 1998. UP CEO Davidson responded to the KCS and Tex Mex pre,.. .,al 

for acquinng Booth Y'ard through purchase or lease, fhe UP response was as follows. 

"Booth Y ard 

As you know, we ar ? using every available track ir die Houston area. Booth Y'ard 

provides us wilh badly-needed SIT and overfiow capacity. .. In addition, your plan to use Booth 

Y'ard as a sw iiching facility in llouston would be disruptive." 

3.1 Tex Mex/KCS N TII I tilize Booth Y ard More Ffnciently Than UP Has 

Booth Y'ard is now used at less lhan 50"., of its capacity. V? uses the yard as an overfiow 

storage facility. By contrast. Tex Mex vvill use thc yard for 'ocal switching and thereby improve 

serv ice, diminish congesiion and eliminate an inefficient l60-mile round-trip haul to and from 

Beaumont. Texas .And. as further discussed in the Operat-ng Plan. Tcx .Mex wdl immediately 

expand the utiliz lion of its existing trains and add new runs lo move cars out of Houston. The 

benctits will begin immediately after that thc plan to operate Booth Y ard is appr^.vcd. 
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Current track condition (as opposed io thc track configuration) in Booth Yard is generally 

I adequate for Tex Mex's planned use ofthe yard. Booth Y'ard now has continuous welded rail 

(112 to 115 LB) laid in 1993-1994. Relatively minor track alignment corrections and tie 

replacement wil l be initiated immediately upon approv al of Tex Mex use of the yard. I estimate 

that the cost of alignment, tie renewal .md restoring the missing switches at thc south end ofthe 

yard is about 5150,000. 

H UP has made assertions about its need for Booth Vard, as a car storage facility. The 

Houston Tenninal yard configuration, i f properly managed, is more than sufficient to the needs 

ofthe area. However it is essential to transter Booth Yard to Tex Mex, which wii l imincdialeiy 

^ be able to mov e up lo 350 cars per day into and out of Houston using a yard that UP now is using 

pnmanly for ca*- s.orage. 

Houston has many, many yards. Booth Y'ard is a relatively minor part of the overall yard 

capacity available in Houston. UP, of course, controls virtually all ofthe yard capacity .n 

Houston. All that Tex Mex is asking for is to be pennitted to buy Booth Y'ard. Wilh that, Tex 

i Mex can help break the stranglehold that congestion now has on Houston. 

.A count of cars utilizing Booth Y'ard w as taken dail , Monday through Friday, from 

February 16, 1998 through .March 11. 1998. Those car counts are renecled in the table on the 

• 

next page, it was also obsened that many blocks of cars remained in the yard for as long as six 

days w ithout being moved. Table 1 on thc next page shows the minimum, maximum, and 

^ av erage number of cars on hand daily in Booth Y'ard betw een Februarv 16 and March 1 1. The 

graphs below the table dramatically illustrates that usage of Booth Y'ard is well below the yard's 

capacity. 
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Figure 1: Utilization of Booth Y'a.d by UP 

TABLE 1 

UTILIZATION OF BOOTH Y ARD 
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3.2 UP Treats Booth Y ard As A l ow Priority Storage Facility 

In the progress report on L P s recovery plan, dated Decem'ner I 1997, UP outlined 

capital expenditures for specific yards in Houston. Booth Y'ard is notable by its absence from 

those investment plans. 

The apparent reason that Booth Y'a'J is not scheduled for any capita! expenditures is that 

it is not a primary activity facility of UP and w ill only be used for Storage in Transit (SIT) and 

the temporary holding of cars going lo or from Settegast or Englew ood. .Again, there seems to be 

only two possible reasons for UP's intransigence on Booth Y'ard: 

• I 'P needs this ; ard to temporanly store cars due to the congestion I P has created in 
Houston, or 

• UP wants to prevent Tcx .Mex from having an operating yard in what L P regards as UP 
tem tory. 

Ifthe only justification UP has fot this additional storage infrastructure is to have more 

space to store cars; cars needing storage fecause of UP congestion, allowing Tex Mex to use the 

yard to help clear Houston congestion seems an obv ious choice. 

3.3 Service NN ill Be Improv ed NN ith Tex Ylex Operating Booth Y ard 

11 the current I P and fomier SP yards are expanded as U P has projected, those yards vv ill 

have more than ample facilities and capacity 'ii llouston. LP's use ot Booth Y ard has seldom 

exceedci' half of the capacity of Booth Y'ard and the use has been for car storage, a low priority 

use in a busy temnnal area. Expanding facililies lo accommodate increased traffic levels will not 

• be a problem for I P. or any other railroad sen ing Houslon. if shippers have a choice of railroads 

Cl 

In Its .March 23, 1998. letter to the Board transmitting its weekly service report on the 
westem rail service crisis. UP .stated. "Both [Lnglewood and Settegast] yards are regularly able 
to accept and depart trains, anti both arc looking for more cars to switch." L'learly UP no " 
bciieves that it has surplus vard space m Houston. 
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to provide their sen ice. The actual use of Booth Y'ard, by UP makes clear that Booth Yard is an 

overllow storage facility lo UP and not an inlennediale handling yard used in the normal 

movement of cars between shippers and classification yards. 

In contrast to ils underutilization by UP, acquisition of Booth Yard by Tex Mex w ill 

mitigate the congestion in Houston. Tex .Mex vvill integrate Booth Y'ard into the overall plan of 

Tex Mex. This remedial action plan for Booth Y ard is a key part of the Tex Mex solution lo the 

disastrous situation that exists in Ho 'ston today. 

Al the March 13. 1998 National Industnal Transportation League ("NITL") meeting in 

Arlington. \ 'A , Mr. Krebs. Chief Executive Officct of BNSF, endorsed Tex Mex having a yard 

in Houston. BNSF has endorsed this proposal on other occasions also This repeated BNSF 

endorsement ofthc concepi is further evidence that the Tex ,Mex KCS plan is based on sound 

railroading. 

f l 

4 YN IIY I I IE ! EX YIE\/KC S PLAN MUS I Bi CiRANTED 

The Tcx N'cx KCS plan must bc granted because experience w ith U'P's sen-ice post-

merger has shown that I P cannot properly manage the facilities av ailaHe to move rail freight. 

Other carriers, including I P's predecessor SP. were able to handh- Houston's freight under 

similar circumstances, bul UP has shown inepl management of available facililies. including 

closing and then reopening yards, failing to replace needed personnel, and a host of safely 

violations indicative of inadequate management conlrol. Together, these facts show that thc 

problem is not a lack of adequate infrastructure so much as il is mismanagement ofthe existing 

infraslmclurc. The Tex Mex KCS solution meets bolh needs, adding infrastructure but. more 

importantly, reforming the management of Houston operalions by reinstating the lime-tested 

neutral switching and tlispatchmg sy.stem modeled on the HBT. 
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4.1 Infrastructure and Management Issues 

Restoring neutral dispatch brings back a proven infrastmcture. vvhich worked well for 

decades. The addition of the additional infrastmcture called for in the Tex Mex/KCS plan vvill 

restore fluidity and balance to rail transportation in Houslon and the surrounding areas. 

UP has mismanaged its dispatching responsibilities. UP dispatching has proven 

disastrous to Tex Mex in K>mis of sen ice. Traversing Houston fomierly was routinely 

accomplished in 2 to 4 hours. Now it ofien requires 12 to 18 hours and two crews. This is due to 

poor communication among the three levels of dispatch; 

• Hamman Center dispatch 
• Spring dispatch 

• Y'ardmasler control 

Tex .'vlex has seen situations in which thc path through thc yard was known lo the train 

crew but apparently unknown to the yardmaster. fhe three d'spatch inlert'aces are bamers to 

movement and a potential threat to safety. 

We have seen multiple Operating Plan changes by I P without improvement. We have 

seen '•ejection of proven operating plan concepts which were well understood and time tested in 

the Houston operating situation. We hav c seen repeated delays in implementing plan changes. 

The common ingredient in these fiaws is L P management decision-making. Some of the 

more prominent and persistent ofthc Houston lenninal problem areas are shown on the map on 

the following page. 
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The Tex Mex KCS plan is simple: it basically restores a proven sys'em which fiowed 

efficiently w ith four carriers. Thc benefils provided by the Tex Mex/KCS plan are built on the 

concepts of neulral switching and neutral dispatching, l he benefits arc clear. Neulral ^witching 

and dispatching means that the customer has access o all the feasible options. Its absence in 

Houston, as is now obvious, means that artificial and needless constraints have eliminated proven 

trai.sportation options and led to a senice breakdown of epic proportions, fhe current system is 

choked and congested with UP as the dominant carrier. 

4.1.! Traffic Growth Has Been Moderate 

Traffic growth in Houston has been moderate, av eraging less than 5 % per year since 

1990. The railroad operations in Houston prior lo lhe merger coped effectively w ith this traffic 

growth. Why can't UP do so now? 

4.1.2 Revenue (Jrowth for llouston I raffic Outpaced Traffic (Growth, 
Indicating lhat the Added I raffic Did Not Erode Profitability 

Looking at rail traffic onginating or tcmnnalmg in the Houston BEA for 1990 through 

1996'' shows lhat rail revenue growth vvas sufficient lo support adequate infra.stmciurc to handle 

increased traffic. Results on onginalions 1990 ihrough 1996 show that the Houston area rev enue 

growth was keeping pace with tratTic growth. Specifically, revenue generated by llouston origin 

iraffic in 1990 through 1996 grew from SI.089.057.599 to SI.404.554.791, an average annual 

increase of 4.8"o. Meanwhile, overall tonnage grew from 32.363.690 to 40.019.407, an average 

annual increase of 3.9%. Accordingly, traffic onginalion data shows that tiaffic was growing 

fhe Business Economic .Area oi Bl: A is defined as a major city, in this case Houston, and 
Its surroundinu economic hinterland. 
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moderately and revenue growth was closely comparable to traffic growth; that is, the Houston 

area was presenting no unmanageable surges in traffic and that traffic vvas paying its way. 

Figure 2: The llouston growth patterns; Terminations 

Average Annual Increase for Houston 
Business Economic Area Terminations 
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Figure 3: The Houston growth pattern; Originations 
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Review of rail traffic temiinaling in the Houston BEA also shows that revenue increases 

were keeping pace w ith Iraffic increases. Results on tenninations 1990 through 1996 show 

revenue up from Sl.211.765.441 to S 1.432,022,204. an average annual increase of 3%. while 

tonnage grew from 59,493,683 to 67,339,597, an average annual increase of 2.2%. 

The total revenue on traffic on^jinating or temiinaling in the Houston area increased from 

$2,300,823,040 to 52,836,576.995. This is an average annual increase of 3.9%. Not only did 

traffic grow at a moderate rate, but lhe revenue growth kept pace with it. 

4.1.3 UP Has Sufficient \ ard and I rack ( apacitv 

While UP has recently complained about the lack of sufficient infrastructure, UP's 

actions have actually npounded the infrastructure problems. For example, despite its 

numerous assertions about improv mg the Houslon infrastructure, since the UPSP merger, UP has 

in fact reduced the infrastmcture: 

• UP closed the former MK 1 line into Houslon 

• UP lost a substantial portion of MK'I Eureka >'ard in the heart of the Houston 
temnnal by selling off a 100 toot path in the middle ofthe yard 

• I P unwisely and inexplicably closed Strang 'S ard a! ;i critical point, losing vard 
capacity in a fully functioning yard 

In thc Nov ember 1. 1997, division of HBT's assets L'P acquired thc following yard 

facilities: 

Vard ( ar ( apacitv 

1. Pierce 'l ard 678 

2. Cdassl'ard 146 
3. Booth 'I'ard 550 
4. Dallerup Vard 81 
5. Congress Yard 199 
6. Basin Yard 595 
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These yards contributed more lhan 2,250 car spaces to UP's capacity in Houslon beyond 

that provided by UP's major yards, Seltegast and Englewood, which together have capacity of 

approximately 12,000 cars.̂  As can bc seen here and on the Houston lenninal map, UP has 

ample yard facilities in the Houslon area. The problem results from UP's failure to manage the 

facilities effectively. UP has some senous deficits on that point. 

4.1.4 I P Has Been Indecisive 

The AAR dala on casualties and carioadings. UP's reports to the STB, the FRA safely 

report and the NTSB accident investigation reports all point lo UP's management problems, 

including failure to implement, delenorated intemal controls and malfunctioning systems, L P 

management decisions regarding Houslon likcw ise appear weak, misinfonned and ineffecliv e, A 

long series of statements by L P repeatedly promises a solution to these serious problems. 

Events, meanwhile, show tailure to deliver, leadmg to another L P promise. .Vcc Recovery plan. 

Oct. 1. 1997; STB Heanng Statements. Oct. 27. 199-; Progress Report. Dec. 1, 1997; and STB 

Hearing Statements. Dec. 3. 1997. 

Despite thc promises, the bitter reality is that current conditions show little to no 

ini.irovement. The failure lo manage the Houslon cnsis is ev idcnt when one compares the 

operating and staffing plans for Houston to current conditions The initial I P operating plan vvas 

passable but the I P implementation has been a failure. 

(I would note that most discussion herein ofthe I P weekly data reported to the STB. is 

confined to the data as ofthc February 27. 1998 report. Thc reason for this is UP's claim in 

subsequent reports that data therein is unrepresentative because I P's rail operations vvere 

»-| Bv contrast. Booth \'ard has a capacity of only about 550 cars. Redeploying Booth \'ard 
to lex Mex use will significantly increase the rail transportation throughput ofthe Houslon 
lerminal area while onlv marginally reducing UP's car storage spaces. 
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adversely affected by w eather and other infiuenccs. Accordingly, thc cut-off date of the week 

ending February 27 vvas chosen to eliminate any consideration ofthe possible effeci ofthe 

weather and other ev ents blamed by L'P for ils failings during the past month.) 

Tw o of most important factors alTecting operations in the complex Houston tcmiinal area 

are the yards and operating personnel. In order for the traffic to fiow in a fiuid manner through 

Houston, efficient yards and the operating personnel are essential. LiP's decisions regarding 

both areas are indecisive and as events have shown. inefTectivc. 

The operating plan presented by UP SP in the merger proceeding, included in UP SP-24. 

described thc then-current operations of I P and SP y ards, as of Nov ember 1995. and the 

projected post merger changes that were to be implemented. These descnptions also identify the 

complexity ofthe operation of each vard and the level of integration tequired with other facilities 

and local and road Irains operating w ithin the Houslon temnnal. 

I f l were grading LP's Houslon operations, I would give UP a "B" on the operating plan 

it originally filed vvith the STB. However. I wou.d hav e to giv e I P an "F" on implementation. 

1 will usejusl one ofthe iH-a.Kised changes imposed by UP to illustrate why the Houston 

situation has declined and become nnred in congesiion. In thc midst ofthe congestion problems 

in Houston, and the excessive dwell times required to sw itch cars in Settegast \ ard. UP's report 

to thc STB on the progress ofthe recovery plan dated December 1. 199̂ ' states that the yard's 

operation and purpose have been changed. Settegast ^'ard would no longer bc the primary yard 

for north-south traffic, interchange tratfic and local area traffic as stated in the operating plan. 

Instead. I P made Settegast '̂ard thc principal outbound yard forall traffic from the Houston 

area I his change required that all outbound east-west traffic handled at Houslon would now be 

routed through Seltegast instead of Englewood Yard 
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This single change, vvhich I'P insists on adhering to. complicates the entire Houston 

Terminal operation. This single change affects the handling procedures of all oul'oound east-west 

traffic, moving it to Settegast instead of Englewood, and all of thc inbound north-south traffic in 

the Houston area w ent lo Englewood instead of Seltegast. Crew s handling local cars w ithin 

Houston had to become familiar vvith new routing procedures. Cars had to be handled by 

differeni yard assignments or receive extra switching between Seltegast and Englewood. 

According to UP's operating plan, Settegast ^'ard was switching 1,750 cars per day pnor 

to the merger, although I know from personal c penencc. that Seltegast frequently has switched 

as many as 2.000 cars per day in a smoothly coordinated manner. I he data filed v. ith the STB in 

the weekly repons. for the week ending Febmary 27. 1998. shows that Settegast Yard is 

switching an average of 1,110 cars per day or 640 cars less per dav lhan was handled before the 

merger. This decline in cars handled equates lo ov er 4.400 cars lhat could have been switched at 

that yard that particular week but vvere nol, due lo UP's changes in the use ofthe yard. 

Another indication ofthc inefficiency ofthc current operalions of Seltegast is that for the 

base line period of December 1997. lhe av erage dwell time per car was 33.8 hours as compared 

to thc 68 hours expenenced for the week ending February 27, 1998. Even between December 

1996 and March 1997 the dwell hours per car increased from 33.8 to 37.7 in a penod where 

congestion problems were not occurring, according lo L P. In 1982, by contrast, dwell limes in 

Settegast vard were less than 30 hours, quite a ditTerence from the 60- hours required recently 

for a freight car to clear this yard. 

The data presented for Settegast and Englewood Yards, in the weekly reports to the S TB. 

show that their level of operating efficiency is only approximately two-lhirds ofthe level existing 

before thc merger II I P's facilities were operating at pre-merger efficiency levels in Houston 
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the current infrastmcture would be more than sufficient for thc present traffic volumes. UP's 

merger with SP led to deterioration of service in the Houston terminal. 

UP made other sweeping changes which have impeded operations and complicated the 

situation. For example, UP and BN'SF dissolved the HBT which further revised the handling of 

cars not only to and from Settegast. but all of llouston. 

From the start ofthe STB investigation into service problems in thc westem US, UP has 

continually professed that is soon as they acquire the use of additional locomolives and train 

crews ihey will be able to move the trat'fic efficiently over their system. This has not been the 

case. Those resources have been applied and the problems persist. 

In addition, the av erage weekly carloads handled by L P have decreased while the number 

of locomotives has increased. .See lable and chart on next two pages. Specifically, the lable 

shows that in Febmary and March of 1997. UP handled eight to ten thousand more carloads with 

200 to 300 less locomotives than it did during the comparable period in 1998. The carioads 

handled are developed from the .\.-\R weekly car loading reports and the source for the number 

of locomotives in the weekly serv ice reports of UP filed with the Board. 
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Figure 4: Changes in Carloads and Locomotives 

• TABLE 2 

CARLOAD TRAFFIC AND LOCOMOTIVE LEVELS 

Carloads Locomotive 

Time Penod Handled L'nits 

• Jan. 1997 101,626 6,044 

Feb.1997 110,376 6,091 

Marc!: 1997 112.123 6,125 

• .lan. 1998 104585 6.358 

Feb. 1998 (3 weeks) 102.849 6.402 
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Similady. crew hiring does not seem to be UP's answer. LJP has mismanaged its 

personnel posl-merg^r. Relalively small numbers of train crew personnel have been added by 

UP. Only about 800 ofihe 3,800 new hires in 1997 were train crew. UP furloughed too many 

people, failed to retain key SP operating personnel; only about 25% of SP operating management 

stayed on post merj. er. Altogether, UP has lost needed t xperience through its personnel policies. 

UP's position - "just keep adding locomotives and crews" - will not fix the problem and 

just isn'' the answer. Trains can be made up. power units can be added, and the trains can be 

crewed. but if they cannot gel oui of inlo. or ihrough the terminals, or other areas of congestion, 

it will not solve the service problems. As identified in the FRA report and discussed in other 

sections, UP's problems are much more complicated than insufficient locomotives and train 

crews. 

In its weekly report to the STB, dated March 9. 1998 UP discusses three major changes 

implemented to integrate UP and SP operations in Houston. Those are (1) conversion to the TCS 

system. (2) integration and redeployment of operating personnel, and (3) implementation of 

directional running betw een Texas and .Memphis Southem Missouri. Each of these changes has 

caused dismptions and required its own recovery efforts. 

The March 9" report lo lhe STB slated that L P has studied the situation carefully and 

detennined what needs to be done. This is exactly the purpose and explanation given by UP 

vvhen they descnbed the serv ice tecoverv plan issued on Oclober 1, 1997, some six months ago. 

ll IS unclear what I P is attempting lo do now and whether that is different from the unsuccessful 

actions that I P altempted in its recovery plan. 
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4.1.5 UP's Houston/South Texas Problems Are Causing Real 

H a r m to Shippers 

UP's mismanagement o f ils sen ice has prov en disastrous to many Houslon area shippers. 

Many shippers hav e publicly reported dismal and prolonged expenence w ith poor service from 

LJP. Many shippers have adopted the practice o f gomg to thc I P yards themselves lo locate cars 

and so they can infomi I P o f a car's location so il can bc delivered. This is clear evidence o f t he 

collapse o f t he UP senice. 

Al though UP claims that many o f ils current problems pre-existed ihc merger, many 

shippers state that service is worse than it w as before the merger. The follow ing sample o f 

shippers vvho report that .sen ice is w orse as a result o f the UP 'SP merger illustrates the scope and 

severity o f i h e problem: 

• Cemex USA Prev iouslv. departure delays were 19-20 hours per train, now they are 
weeks. .Already lost a major DO f job near Beaumonl. T. \ . 

• Occ identa l ( hemical In N ITL Stalemenl for Fx Parte .' 73, OxyChem reported that it 
experienced 50"d worse transit times 6 96 9 97. 

• Fina O i l In , i-'C heanngs, Fina reported that it has expenenced an abnomially high 
number o f delays and other sen ice problems since the merger. 

• .North Amer ican Logistics Services ( N A L S ) As o f thc EP 573 and Sub-21 heanngs in 

8/97 and 10 97. respectively. N A L S reported dra.stically increased transit times and 

detenorating sen ice. 

• Ked land Stone .As o f 10 97 I R C hearings and EP 573 proceedings, business o f f 23%, 
losses o f SI,000,000 in 9 97 due lo rail senice problems, f u m times 9 97 were double that 
in 9 96 Hav e filed a claim for S4 mi l l ion to I P. State lhat they hav e been one o f SP's 
largest customer m the area. 

• ( ommerc ia l Metals As o f I0 '97 TRC hearings. Commercial .Metals had lost S4.8 
in i l l ion due to I P problems. Commercial Metals is upset at thc HB I being dismantled. 
Notes an inabil i ty c f L P personnel lo deal with crisis situations iii comparison to SP. 

• Solvay Polymers According lo Solvay Polymer's most recent EP 573 filing o f 
2 23 9,S. I P transit times were best duruvj thc second half o f 1995 and have become 
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consistently worse since then. The estimated cost of these deficiencies is over $200,000 per 
month. 

Martco Partnership Before the merger, ri'il cars used to be sw itched on a daily basis. 
Now. they are more erratic, not switching for a week or so. Transit times to Califomia from 
Louisiana plants used lo be 7 lo 10 days. Now. it can take from 30 lo 40 days. 

HB Fuller Company HB Fuller has had many costly delays and increased transit times, 
particularly tbr Texas California nur es. 
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4.1.6 UP's Problems .\re Systemic, Not Isolated .\s W ould be 
the C ase if Infrastructure Were the Only Problem 

UP's Houston problems are just one indicafion of a much larger and more w idespread 

problem, ll has been almost six months since UP implemented its "Recovery Plan" along with 

other continuous system changes and yet the operations in Houston have not iinprov cd to any 

discemible degree. The continuing downw ard spiral of perfomiance factors over the last few 

weeks is very disheartening to those hoping for improved railroad operating efficiency. 

Table 3 below includes data from the UP weekly reports lo the STB tbat refiect the dates 

nearest to: 

• The issuance of UP's "Recovery Plan' on Oclober 1,1997; 
• The first heanng held at the STB on October 27. 1997; 
• The second hearing held at the STB on December 3. 1997; and. 
• The latest report to the STB that includes the impacts of all of UP's changes, prior to 

the time that ( P began to blame deiavs on weather. Feb. 27. 1998." 

Those dala do nol show significant improvement iii I P operations, some five inonlhs afier UP 

implemented its "fixed by Thanksgiv mg" recov cry plan. 

I note in passing lhat we hav e reviewed the data subsequent to February 27 and using that 
tiata wduld not chanue anv of our findinus or recommendations. 

258 



Figure 5: UP Operating Statistics 

TABLE 3 

OPERATING STATISTICS ON UP SYSTEM 

Recovery First STB Second STB STB Report 
Plan Hearing Hearing 

Data Item Oct. 1, 1997 Oct. 27. 1997 Dec. 3. 1997 Feb. 27. 1998 

TX. LA Car 108.822 103.395 101.777 107,453 
Inventory 
Car Dwell Hours 43.3 42.2 40.6 42.6 
System Avg. 
Sidings Blocked: 

Houston- N/A N/A 4 1/ 6 
Beaumont 
Total System N/A 134 70 172 

Avg. Train Speed 13.2 12.7 13.1 13.5 

GTM's per HP 105.9 101.7 113.1 104.0 
Day 

1 This data was not reported until the week ending Dec. 12, 1997. 

Table 3 shows the situation was serious, reniains serious, and in some cases is getting worse: 

• Car Dwell hours declined only slightly 

• Blocked ridings are worse both for Houston and the UP overall 

• 1 rain speed shows littk improveineiil 

• G l ,M's per HP day declined 

UP's widespread problems arc causing shippers to "vote vvith their feet," so to speak, 

seeking other camers and other modes to move their goods. As the follow ing gr? . comparing 

the first seven weeks of 1997 and the same time penod in 1998 shows. ( P's total carloads 

handled are dow n approximately 9,500 carloads from the comparable period the previous year. 

Of this total, the cars loaded on the 1 P are down about 4.900 cars while the cars received by UP 

arc down approximately 4,600. 

Tr.jrc has been an increase in car loads of chemicals received on line by UP that could 

represent changes in the transportation patterns of chemical shippers that must use UP. The 
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increase in carloads of chemicals received by UP could, however, merely represent a lack of 

shipper confidence in UP's ability to deliver the freight in a timely manner. As a result of UP's 

poor sen ice, some shippers have placed additional cars into the LJP system, attempting to assure 

that their customers will receive an adequate v olutne of product. In effeci they are pumping 

more freight into a transportation pipeline which is both slower and more erratic. 

This erosion in UP's share appears related to the significant deterioration in UP 

perfomiance. I'P's erosion m market share has caused it lo grasp even -nore tightly to traffic to 

vvhich It only has direct access, as stated by Pioneer Concrete of Texas. Inc .. in a filing with the 

SIB dated February 14. 1998. responding to the STB's request for shipper comments on rail 

senice in the western US: 

"In addition. I would like to share a receni L'P response to renewing one of our contracf 
Pioneer's contract to supply sand to our Piano. Texas plant, approximately eighteen 
percent of Houston Rail Sales, was not renewed because of congestion. The BNSF 
expressed an interest to takeover this movement, ifthe UP would grant Irackage nghts lo 
our facility. .Access was denied, and 1 quote a UP manager's response to thc vice 
president of another railroad. "They are our marbles, we paid for them and have no reason 
to share." This attitude and power is of great concem to all captive shippers, now and in 
the future." 
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Figure 6: UP and BNSF Changes in Carloadings" 

UP and BNSF Percent Change by Commodity 

-20.00%-
UP % Ctiange BNSF % Change 

• Gram -15 13% 12 72% 

• Coa/ 6 48% 19 79% 

• Ctiemicals •2 91% 15 34% 

O Petrol Products -15 53% 28 23% 

m All Otlters -2 26% 10 82% 

Q Totals •0 85% 16 13% 

' A similar pattern is reficcted in Houston, where BNSF is gaining traffic while UP is 
losinu traffic. PTRA data on total moves in 1997 show the BNSI- had 46%; UP had 34% and SP 
had 20 However, bv vear end 1997. BNSf had 52",,, I P SP had 48%. 
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5 SAFETY ISSUES 

5.1 AAR .\ccident Records. FRA Records And NTSB Findings AH Indicate 
That The UP Safety Performance Is W eak 

There are clear signs of danger in the current situation at Houslon; 

• Dangers from increased congestion 
• Dangers from deteriorated management perfomiance 
• Dangers from an ov envorked operating force try ing to do too much while readily 

available and willing Tex Mex forces are idled 

The Tex Mex/KCS plan proposes that the PTR.A become the neutral dispatcher and 

neutral sw itcher for the Greater Houston Tcmiinal Area, including all lines currently served by 

PTRA and those lines in Houslon vvhich were sened by the HB f before ii was dismantled by UP 

and BNSF on Nov ember 1. 1997. That proposal is a direct response to increased safely dangers 

in Houslon. 

5.2 UP Has Systemic Saletv Problems 

Safely and senice go hand in hand, lhe widespread complaints lodged againsi UP 

sen ice are mirrored in an equally dismal UP safety record. Tragically, the L P sustained I 1 

fatalities in 1997; almost three limes the fatalities of any other Class 1 railroad. Overall. \ P had 

the highest frequency rale of casualties (fatalities, injunes and illnesses) among the major 

railroads. 

The Federal Railroad .Administration (FRA) conducted an exhaustive review of UP 

management policies and practices.' The I R.A rev iew was cvpanded tw ice because ofthe 

seriousness ofthe initial and intcmiediate findings. The report cites numerous fiawed UP 

I S Department of fransportation; Federal Railroad .Administration Summary of Union 
Pacitic Railroad Sa'elv .Assurance .Assessment. Feb. 25. 1998. 
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operating policies and practices. This systemic pattem of fiawed management decisions and 

practices has contributed to the disastrous situation in Houston. 

Seven major accidents have occurred on UJP within the past year according to the Safety 

Report released Febmary 25. 1998. The UP accidents cited by FRA include; 

• Tw o UP trains collided head-on. killing 4 and injuring 2 on June 22. 1997. in Devine. 
T.X. 

• 1 'P train failed to stop at siding and struck a passing UP intcmiodal train. Engineer was 
killed on .Iuly 2 in Kenefick. KS. 

• Unattended I P consist trav eling 60 MPH collided head-on with UP train. Killed 
engineer, engineer pilot on .August 20 in Forth Worth. T.X. 

• .A UP unit coal train struck the rear o fa standing BNSF train. Derailed equipmenl struck 
passing UP train. I P conductor and enuineer were injured on .August 23 al Shawnee .Id.. 

w '̂. 
• Two L'P freighi trains collided head-on. Five of six locomotives caught fire and vvere 

destroyed on October 21 in Houslon. TX. 
• UP train stmck the rear of a standing L P train on Oclober 29. 1997, in Navasota, TX. 

The National Transportation Safety Board (NTSB) has also conducted 
inv estigations of many serious accidents on UP. The NTSB is an independent federal 
agency charged with finding the "probable cause" of transportation accidents and 
fomiulating recommendations to improve safetv. The scope ofthe accidents which 
NTSB investigates include av iatioii accidents, major railroad accidents, major manne 
accidents, major pipeline accidents, releases of hazardous materials, recurring 
transportation problems. Like the FR.A. the NTSB has also recently performed an 
investigation o f t P and found a number of potential safely issues. 

In addition to the acculents noted above, N'I SB has investigated these significant UP 

accidents since the merger; 

I P train derailed 27 cars near Marshall, MO while traveling at a speed of 48 miles per hour 
May 27. 1997. Accident caused by defeclive lenglh of rail 
I P irain derailed 18 cars w hile trav eling 40 mph near Kintcr. AZ on March 16. 1997. 
In.spection of truck vans on fiat car rev ealed that large rolls of paper had not been properly 
braced and !i.jd shified to one side, probably causing the car to derail. 
I P tram stnick the rear end of other I P tram near Odem. TX on February 21. 1997. fhe 
crew ofthe standing tram mistakenlv thought that thc tram was carrying 64 cars and that their 
tram did not exceed thc Odem yard limits, when in fact their iram carried 136 cars and 
exceeded the vard limits bv 2.10(i feet. 
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• UP train derailed near Wellington. KS on Febrimrj 13. 1997. The use ofthe track was 
improper because of maiiitenance activities at the lime. 

• L P train derailed 14 cars in Gumec. IL on Februarv 7. 1997. 
• Amtrak tram derailed on I P track near Granite, WV or January 13, 1997. Derailment 

occurred al a lenglh of broken track. 
• UP tnun derailed January 12. 1997 near Kelso, CA. Engineer mistakenly shut down 

locomotive diesel engines and iherefore disabled dynamic braking. Hurtling out of control as 
il descended a hill, lhe train derailed after reaching 75 mph in a zone with a 20 mph limit, 

• Runaway cut of cars w ith unmanned locomotive struck UP train on October 11,1996. Train 
on adjacent track struck cars vvhich had derailed as a result ofthe collision and in lum 
derailed. Handbrakes had not been set. 

As noted above, like the FRA, the NTSB has also recently found a number of potential safety 
issues in ils investigation of UP. In Exhibits 3-A ihrough 3-N of NTSB Docket No. ATL-98-
SROOl, key issues thus far identified include the followmg; 

• Management oversight 
• Crew fatigue 
• L P management safety oversight of the mechanical department 
• Effectiv eness of UP locomotiv e engineer certification program 
• Effectiveness of the LJP fatigue education program 
• Inadequacy of defect detection equipment to discover pending rail failures 
• I P management oversight of operating crews 
• Effectiveness of the I P efficiency testing program 

• Effectiveness of the UP engineer training program 

The issues identified by thc FRA and NTSB are very disturbing, and underiine the 

importance ofthe Tex .Mex/KCS proposal to allow PTRA to act as neulral swilching and neutral 

dispalchmg entity for the Greater Houston Temiinai Area. That need is further emphasized by 

the significant share of rail Iraffic in Houston lhat involves the chemical industry. 

I he chemical industry is a major part ofthc Houston economy. Chemical shipments 

account for a significant share of rail volume in the Houston terminal area Accordingly, safety 

is a paramount consideration. The catalogue of omissions and errors and gaps found by FRA and 

N 1 SB are a cause of serious concern. LP's dismal safety record is one ofthc principal reasons 
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for recommending an enhanced role for PTRA, which is one of the safest caniers in the US, 

according to FRA report ible accidents and injuries." 

5.3 PTRA's Safety is Excellent 

As stated previously in this statenient. PTRA has had an excellent safety record over the 

years and has had a steadily declining accideni frequency rate'" since 1991, As of 1997 thc 

PTRA accident frequency rate vvas 0.93. By contrast, the .nerage for tenninal railroads was 

4.56; the average for line haul railroads was 2.17" and UP's 1997 accident frequency rate was 

2.27. 

UP's safety record is w eaker lhan thai of mosl major lme haul camers, w hile PTRA's 

safely record is significi iitly better lhan those same linehaul camers. and vastly superior to other 

switching and temnnal carriers. 

In recommending neulral dispatching and neulral switching by PTRA. the Tex Mex KCS 

plan recommends increasing the operating scope of PTRA. which has a supenor and improving 

safety record. The Houston region would thereby rely less on I P. w hich has a detenoiatit.g 

safetv record. Safety and sen ice go hand in hand and Houston has suffered from a loss of both. 

Allowing PTR .A to operate as the neutra' sw itching camer and dispatcher of the (ireater Houslon 

Temiinai Area would restore both safety and serv ice 

" Source; A.AR Summary of Monthly .Accident Frequency reports 

Computed by dividing total casualties bv 200.000 manhours. 

I ine Haul Railroads with 1 5 million or more man-liours annually ( NSC. BNSF, CSX, 
I P SP. CR. Amtrak). 
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6 POST M E R G E R E X P E R I E N C E VVITH UP OPERATIONS 
R E Q U I R E S R E M E D I A L ACTION BY T H E STB 

The UP operating problems are well documented in the record of this proceeding. In f^ct, 

Chainnan Morgan saw first hand some ofthe problems dunng her March 2 rnd March 3 visit to 

the Houston area. I also was in Houston during the Chairman's visit and can personally attest to 

thc disarray evident in the Flouston rail operation. Some specifics include; 

• Multiple trains stopped on the main line 
• Yard congestion at Settegast. Englewood and other yards 

oor communication between road trains and dispalchers 

These specific problems are visible symptoms of the penasive operating problems 

plaguing the Houston area. These operating problems affect virtually all aspects ofthe rail 

transportation process, and are evident as; 

I ransit Time delays 
Misroutcd Cars 
Shipments lost in transit 
Cars sent to wrong locations 
Misroutes due lo clcanng yards by sending cars in thc general direction ofthe 
destination 

• Cars stalled at intermediate points and terminals 

The implicatio.is of the operating problems and UP's failure lo recover are severe. Trains 

and cars block facilities, leading to further congestion, fhe Houston tenninal area seems trapped 

in a situation charactenzed by: 

• Failure lo deliver 

• Failure lo pick up 
• Disruplions to cusiomer businesses 
• Disruplions lo connecling railroads 

These are a few of the problems which are now obvious and which cry out lor remedial 

action: 
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• Massive UP service problems have compounded and grown 
• Many Houston area shippers w ould w elcome a retum to SP sen ice levels 
• Some publicly reported shipper data shows SP sen ice (velocity) was better at the 

ti.me ofthe merger th.;n I P .service is now. For example. Intemational Paper and 
Dow Chemical data show this. Whether the focus is on capacity, infraslructure or 
safety, the UP record is sorely lacking. The Tex Mex KCS plan offers the STB an 
opportunity to respond et'feclively to this historic lapse. 

7 REGIONAL IMPAC TS 

1 am familiar with the Houston economy due to my years of rail operations management. 

I have seen Houston weather some difficult tunes broughi on by downturns in the petro-chemical 

industty. I have seen Houston come back and diversify and emerge stronger than ever. Afier all 

of that, it pains me. as it pains many others, to see the economic hann now being infiictcd on 

Houslon. Others have measured thc hann in regional economic temis and the massive size ofthe 

economic loss now impacting Houston is beyond doubt. 

It is clear to me liial the impact ofthc problems gnppmg Houston such as the loss of HB f 

as neulral swilcher and dispatcher has extended across Texas, the West and the entire nation. 

Even at the limited perspective of ihe rail operations l'"vel, the impact ofthe rail disaster in 

Houston has impacted the national level as tic ups reached west to the Pacific Coast. rorth to 

Kansas and south to Central Mexico. Shipments into and out ofthe key Houslon area have been 

delayed. lo<i. diverted and foicgt)ne. Houston can do belter. Wc are ready. And vv? " '>'.;!J like 

the green light lo proceed. 

8 Sl MMARN OF ( ()N< I ISIONS ANI) k F ( O M M F N D A T I O N 

• I louslon needs a truly neutral switching and neutral dispatching entity. 

• I he I' I R.A should be expanded to become lhat neutral enti'y. 

" It should be noted that Dow Chemical recently filed a $25 million lawsuit against UP to 
recover tlamagcs resulting from serv ice h-pses. 
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• Houston needs the most efficient utilization ofthc current infrastmcture. 

• Tex Mex should be permitted to purchase, expand, and operate Booth \'ard. 
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HARI AN W: RITTER 
SENIOR MANAGEMENT EXECUTIVE 

As of March 17. 1997. I have held the position of vice president;executive represenlalive for the 
Kansas City Southem Railway as part of their strategic plan lo capitalize on th'_ winning ofthe 
Mexico franchise on the Northeast Railv ay between Laredo and Mexico City. 

For the pa.st 30 years, I have exercised broad-based senior management responsibility 
demonstrated in my current work in intemational rail management and in my previous positions 
as president and executive director of Texas City Tenninal Railway Port of Texas City and as 
president of Houston Belt 8c fcnnmal Railway. I have developed a abroad range of rail and 
iransportation industry expertise, spanning all areas of corporate leadership; marketing, corporate 
idenlitv. strategic and master planning, asset evaluation and management, safely, union interface 
and negotiations, financial planning and all aspects of operalions. 

F X PF Rl ENCE SUM M\R\ 

V ice Present/Executive Representative/Kansas Citv Southern Railway 
My work with the Kansas City Southern Railway ui Mexico has been directed toward the 
successful transfomialion ofthe federally owned. Mexican rail connection between Mexico City 
and Laredo to a smoothiv functioning, pnvatelv run rail enterprise, fransportacion Ferrov lana 
Mexicana. .As part ofthc ongomg effort, i have perfonned contract negotiation'' on Irackage 
nghts. evaluated lemiinal operalions and utilized my extensive rail expenence as executive 
representative for Mike Havertv. president and chief executive officer of Kansas City Southem 
Railway. Diplomacy and a keen awareness ofthc political aspects of rail managemenl ha e been 
key factors in the success of this ongoing effort at intemational rail cooperation. 

President and Executive Director. Texas C itv Terminal Railwav ( ompanv and the Port of 
Texas Citv 

In 1995. I assumed thc position of president and executive director. Texas City Temnnal Railway 
Company and the Port of Texas City. 1 he Port of l exas Cily is the eighth largest port m the 
U.S.. third largest in Texas and a worldwide leader in petrochemicals, handling over S2I million 
in annual revenues. Tht port has 43 berths, a 40' drafi harbor wilh authonzalion to 50', and 
excellent land links by both rail and interstate freew ay. Switching is prov ided by the Texas Cily 
lerminal R:.ilway lo Union Pacific and Burlington Northem Sanla Fe lines, joint owners of bolh 
the port and the terminal company. 

As president and executive director. I initialed a comprehensive reevalualion ofthc company's 
status, developing and implementing strategies in identity, marketing, communications, 
operating efficiencies and asset evalualion and reallocation. Major accomp'ishments include: 
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Strategic Planning 
Upon assuming my duties with the port and lemiinal company. I initiated marketing and 
feasibility sludies thai culminated in thc development ofthe Strategic and Master Plans, 
formulated in 1995. These contained a wide range of initiatives spanning the next ten to twenty 
years and included marketing, corporate identity, facililies and land use improvement, the 
dev clopment Oi an industrial park, and funding for these aclivitisTS. Phase One included 
corporate identily creation and increased v isibility and culminated w ith the relocation of Port 
headquarters in 1996 lo SH 146 North. Following Phase One, I embarked on Phase Two ofthe 
plan, appointing a director of trade development. Future recommendations contained in the 
Strategic and .Master Plans outline opportunities for expansion and growth, ev aluating all the 
resources at hand with an eye tow ard dev eloping them for the highest and best use. 

C orporate Identity and Marketing 
Within the first six months at the port. I completed a comprehensive effort to create a new 
corporate identity (br the port, vvhich had formerly been identified as the Texas Cily Tenninal 
Railway. Repositioning the company's name to focus on the harbor operation vvas high pnonty 
ofthe re-identification anu :'.v. essential clement in efforts to pursue increased market share 
worldwide. Elements completed included renaming, the development ot a logo, sile signage, 
direct mail, relocation and corporate brochures, highvvay signage and billboard. Efforts to raise 
awareness and visibility included a consistent program of press release and advertising and the 
relocation for corporate headquarters. 

Operations 
t)uring the past two years. I completed the evaluation and modification of all phases of 
operations, reducing crew sizes lo foreman-only, and eliminating yardmasters and cannen with 
union approval. These moves reduced emptoyees, eliminated crafis and increased efficiency and 
revenue . 

Financial 
Within the period. 1 reevaluated all a.sserts. Non-performing assets were sold or priced closer to 
market v alue. In addition. I reev aluated and adjusted the rate structure. These measures 
mcreased revenue:̂  by over S5 million over the two-year penod. 

President, Houston Belt & Terminal Railwav 
In 19M. I assumed the position ot president ol llouston Belt & Temnnal Railways afier sending 
as assistant general manager and general manager f'-om 1978. HB I was. at the time of my 
departure, the third largest terminal company in the United Slates, with 480 employees handling 
over S400 million m annual revenues. Dunng the penod. it was ovvned by I 'nion Pacific, Sanla 
Le Railway and Burlington Northern Railriiad. With total P8cL responsibility, I reshaped and 
revitalized the company. .Major acccmplisliments included: 

( orporate Philosophy and Marketing 

As presicv'it of HBT. I pursued a consistent philosophy of tenninal companies as low-cost 
serv ice centers - shared facilities with equal treatment for owner lines. Wilhin this concepi, I 
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maintained a goal of generating revenues to offset as far as possible the cost of operations to the 

owners. 

Moving HBT lo a higher level of productivity and pcrfomiancc, I spearheaced the reassesr.ment 
of company image, customer sen ice and marketing strategics, leading to the creation o fa 
redesigned, more meaningful company logo, a revised corporate v ision. corporate mission, 
customer creed and corporate values. All were engineered to fomi a strong foundation for 
fundamental changes in attitudes toward customers, job perfomiance, growth and profitability. 
Wilh increased customer-orientation as a focus. I led the conipany lo develop lhe following: 

i i Effeclive Personal Leadership Classes which include strong quality process and 
customer sen ice elements 
Customer suiA cys. customer appreciation days and customer profiles on computer 
Training in telephone answ ering teclimqucs and customer service ihrough 
Strawberry Communications 
Training in problem resolution on behalf of customers 

i> Increasing awareness of customers among employees and the Houston business 
community ihrough profiles in the company magazine 
Trade show participation and the developmenl of Transportation Service 
Representatives iTSR's). 

Operations: 

From 1978 lo 1981. I managed the consolidation of yard offices. :oinmunications and signal 
systems and installation ofa state-of-the-art v ideo system. Dr ing the penod. 1 managed plant 
improvemenis lolaling S46 million. S19 million of vvhich cov^.ed improvemenis in Sellegasl 
Yard alone. All improvements were planned and eamed out to reinforce a safe, efficient work 
env ironment. Physical plai t and operational improvements included the addition of electronic 
sw itching, motonzed train inspections and increased in-lrain mechanical repair capabilities. 
Managed major plant improvements including; 

4> U.S. Highway 59 Project: HB"! began constmction ofthe Phase One relocation of 
approximately 1.6 miles of its main track, construction of Buffalo Bayou Bndgc 
and mterstate Highway 10 Bridge adjacent to its East Main. The S14.8 million 
work order provided for the construction of 1.2 miles of track north along the 
Southem Pacific main line from Tower 26 lo Collingsworth. This alignment 
retired Quitman and Collingsworth Streets rail crossings, benefiting both HBT 
and Southem Pacific Phase Two design, plans and specifications vvere begun. 

i- Supen ised Sl 1 million projects lo relay the main line from MP 0.00 al Bell 
junction to the north end of Market Street at MP 6.00. Tracks vvere conslrucled of 
1 15" to 1 33"' continuous welded rail. All turnouts were standardized to control 
inventory and reduce expenditures. 

Innovative utilization ofTrackmasterDovvty Retardcrs in a large portion ofthe 
classification vard. the tirst time m the industry retardcrs were used to prevent 
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rollout as well as to control sw itching speeds. The improvement raised switching 
speeds while preventing damage to matenal in cars thereby reducing potential 
claims. 

fc Installation of state-of-the-art Automatic Equipnient Identification (AEl) system 
10 replace video camera system. 

fc Developed and implemented successful safely policies and programs such as thc 
Safely Hot Line. Save-A-Back. Pro-Back and other ergonomic health and safety 
programs. All were under continuous scrutiny to promote greater employee 
health know ledge and create involvement in a safe work place through swifi 
reporting of conditions needing prompt attention. As a result of these efforts, 
dunng a 17-year penod from 1978 lo 1995, HBT won 11 Harrinians and 
expenence only one falaliiy. 

fc Improved opcraling slandards ov er a fiv e-year period. For example, hourly 
produclion mcreased 21"(i while delcnlion lime was reduced 39"(., an all lime low. 

*• Inilialed lolal computerized hardware augmentation and sofiware development for 
bolh professional and support staffs - including the establishment of an electronic 
mail system. 

Financial 

fc While president, 1 reduced payroll fron. 1270 people to 480. 
* Analvzed HEiT's tax structure and corrected lax problems, reducing tax liability 

by 25'!». 
fc Lowered propertv tax evaluation Irom S3.3 million lo S1.6 million, s-gmficantly 

enhancing profit contnbution. 
fc L'pdated lease agreements, while initiating a systematic contract monitonng 

procedure leading to approximately S600.tl00 in incremental new business 
Succcssfullv located 30 new customers along HB'f's tracks while retaining and 
increasing existing business. 

(.1 
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Personnel 

fc Led the effort to change crew allocations from five-man crews to foreman-only 
crew size, increasing operi..'ionaI efficiency and contributing to the growth and 
profitability of shareholders. Established 18 foreman-only jobs. 

* Administered and personally implemented a goal-oriented management sysiem. 
fc Implemenled use of software ihal generated an increase in capabilities of 15% and 

overtime decrease of 32"(., reducing labor costs by almost S200.000 

INDusrR^ FXPFRii:N( F 
Throughout my career. I have consistently demonstrated bottom-line orientation by 
implementing cost reductions and improv ing company pcrfomiancc. A turnaround specialist, 
dunng mv 14 years with Houston Belt & lemiinal Railwav. I established precedent-selling 
records in qualily. customer serv ice and cooperation among railroads to further the industry's 
seamless transportation system. I planned and executed a five-year improvement plan leading to 
increase capacity, new business development, improved scheduling and significantly reduced 
operating expenses With company goals a pnonty. 1 exhibited excellent communications skills 
while overseeing all personnel functions, including union negotiations to implement foreman-
only train crews. 

HBT onginally recruited me in 1978 for the position for assistant general manager. 
While being groomed for the presidency. I vvas responsible for turning around the safely program 
and consolidating existing operations. In this capacity. I strengthened HBT's safety record to 
such a degree that the company received the industrv's highest safetv award for ten con.secutivc 
years. Pnor lo this. HBT's experience was one ofthe worst in the industry with claims payouts 
in the millions. 1 also managed personnel con.solidation. utilizing closed circuit telev ision and 
computer .sofiware developed in house, fhis S80O.OOI) project paid for itself in 14 months. 

In 1964. I joined Missoun Pacific Railroad, pnor to ils merger with Union Pacific, one of the top 
five companies in the industry in miles operated and revenues. Initially a management trainee. I 
progress through the ranks m increasmglv responsible positions. Before joining HB I . 1 vvas 
assistant to the \ ice president of operations at corporate headquarters. 

FDU( A LION PERSONAL 
In addition to my B.S. degree, which I received m 1964 from Fort Hayes State college. I pursued 
post graduate studies at the Hanard Business School and Northwestem University. Through the 
vears. I have maintained stale-of--the-art competency through workshops and seminars. 

INDLSI RN MFMBFRSIIIP A( TIMTIFS 
I axpayers Research Councii 
fc xas City Chamber of ( ommerce 
fexas Port .Association 

< lull Port .Association 
.Association of .American Port .Authontics 
I he I ransportation Club of llouston 
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Council of Logistics Management 
Texas Transportation Institute 
Southwest Shippers Advisory Board 
Houston Chamber of Commerce 
Central Houston. Inc. 
Downtovvn Houston .Association 

HONORARY POSITIONS. AWARD AND RELATED INTERESTS 
Board of Directors. Merchants Bank 
Board of Directors. Texas City Chamber of Commerce 
Member. Board of Directors. Tran.sportalion Club of Houslon. Present 
President. Transportation Club of Houston, 1993-1994 
First Vice President. Transportation Club of Houston. 1992-1993 
Second Vice President. Transportation Club of Houston. 1991-1992 
Person ofthe '̂ear. Transportation Club Intemational.. 1993 
Member. Board of Directors. Buffalo Bay ou Partnership Present 
Author of articles in Industnal Engineering News and HBT's in-house joumal. The Bell. 
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V FRIFK VnON 

STA I E OF TEXAS 

COUNTY OF HARRIS 
) ss. 

\. Harlan Ritter. being first duly s\\orn. upon my oath state that I have 
read the foregoing statenient and the contents thereof are true and correct as 
stated. 

Subscnbed and swom to before me this 26 day of March. IWX, 

e 

I • .••liUS KU8lCt.»i I 
y ' j • o'vy Public Stalp ot Tens * 
/ • .,/ Mv r/,mmi,Mnr f <pir(!<i 01 P 99 

Notar> Public 

My C ommission Expires: 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINAN( E DO( KET NO. 33568 

JOINT PETITION OF THF TEXAS ^^^^XK AN RAII W AY COMPANY AND 
THF KANSAS ( I T \ SOUTHE. , RAILWAY ( OMPANY FOR 

EXEMPTION FROM 49 l.S.( . § 10901 TO ( ONSTRUCT AND OPERATE 
A RAIL FINE BETW FEN ROSFNBLR(; AND VICTORIA, TEXAS 

EXPEDITED HANDI.INX; REQUESTED 

Richard A. Allen. Fsq. 
•lohn S . Edwards, Esq. 
/.( ( KIHI. S( Ol n & R\Sf;\Bt Rfif R, I I P 
Suite 600 
S8« 17'" Street. N.W. 
NN ashington. I).( . 20006-3939 
Id: (202) 298-S660 
Fax: (202) .342-0683 

Aftornevs for I hc Texas .Mexican Railway 
( ompanv 

Richard P. Bruening, Esq. 
Robert K. Dreiling, Esq. 
114 NN est l l " Street 
Kansas ( ity, .Missouri 64105 
Tel: (816)98.3-1392 
Fax: (816)98.3-1227 

John R. Molm. Fsq. 
NN illiam A. Mullins, Esq. 
Sandra I.. Brown, F'sq. 
I KOI I VI \N S V M I K R S l.l.P 

1300 I Street. N.W, 
Suite 500 Fast 
\N ashington, D.C. 20005-3314 
l el: (202) 274-2950 
Fax: (202) 274-2994 

Attorneys for The Kansas City Southern 
Railway ( ompany 

March .30, 1998 
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BEFORE THE 
SURFACE TRANSPORT VriON BOARD 

FINANT F DO( KFT NO. .33.568 

JOINT PETITION (^F TIIF TEXAS MFXK AN RAII NVAY COMPANV AND 
I HE KANSAS CI V\ SOUTHERN RAILW AY ( OMPANY FOR 

EXEMPTION FROM 49 U.S.( . 10901 IO ( ()NSrRU( T AND OPERATE 
A RAII. FINE BFTW FEN ROSFNBFR(. AND M( TORIA, TEXAS 

COME NOW The Texas Mexican Railway Conipany (hereinafter "Tex Mex") and the 

Kansas City Southern Railway Companv (hereinafter "KCS") and pursuant to 49 U.S.C. 10502 

hereby petition the Surface Transportation Board (hereinafter the "Board" or "STB") for an 

exemption from thc pnor approval requirements ol 49 U.S.C. ij 10901. lo be granted to Tex Mex, 

for the proposed reconstruction rehabilitation and subsequent operation of approximately eighty-

eight (88) miles of line by 1 cx .Mex. 1 he ime begins al approximately Milepost 0.0" in 

Rosenberg. Texas and proceeds in a southem and w esterly direction to approximately Milepost 

87.8 near Victoria. Texas. Tex Mex and KCS acknowledge that the requested exemption from 

prior approv al requirements o'.'̂  10901 does not amount to an exemption from the env ironmental 

review to be conducled under the National Environmental Policy Act and the Board's 

reiiulations. 

'' Southern Pacific Lines ("SP") was granted an exemption lo abandon the Rosenberg to 
Wharton portion of this line beginning at Milepost 2.5. As a result. SP retained the stub end al 
Rosenberg. In a later abandonment proceeding, which included thc Wharton to Victona portion. 
SI' ttlso renamed the stub end at \ ictona. Recently. I 'mon Pacific indicated its willingness to .sell 
Its remaining interest in the line between Milepost 0.0 in Rosenberg to approximately Miieposl 
.S5.S. near \'ictoria. Then I P wduld grant rights for fex Mex to operate over the approximate 4 
remammg miles between Milepost 85.K lo Milepost 89.X in Victoria. Depeiiuiiig on th-; oi'lcomc 
ofthc negotiations between the parties. Tex Mex and KCS are requesting lhat I cx Mex be 
granting authority to operate and or purchase the stub end portions as applicable. 
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Pursuant to the Board's regulations at 49 C.F.R ^ 1105.10(d). counsel requested approval 

from the STB's Section of Environmental Analysis ("SEA") on March 6, 1998 to retain a third-

party consultant lo work under Ihe supen ision and direction of SEA in order to prepare the 

appropriate environmental documentation. This request was granted on March 18, 1998. 

STATE.MENT OF FACTS 

Tex Mex is a class II carrier which operates approximately 157 miles of line between the 

Mexican border at Laredo, Texas and Corpus Chnsti, Texas, with a connection to the UP's 

Brownsville Subdivision at Robstown. Texas It operates between Robstown and Houston, 

Texas and between Houston and Beaumonl. Texas over UP's rail lines pursuant to trackage 

rights granted as a condition in the I P SP control proceeding. Those trackage rights were 

granted lo enable Tex Mex to connect w ith KCS in Beaumont and. through the connection w ith 

KCS. to prov ide an et'fectiv e competitiv e alternative to I P SP for rail traffic betw een the I nited 

States and Mexico. Tex Mex's trackage nghts between Robstown and Houslon. however, are 

over a quite circuitous. 289 mile route through Placedo. Victona, ard Flatonia, Texas. Tcx Mex 

also operates over tenninal trackage nghts on the tracks of the Houston Belt & Tenninal 

Railroad Company ("HB l ") in Houston. l exas. Tex Mex has the right to serve shippers located 

in Housto.i on the Pf R.A and the HBT Its right to so sene Houston shippers is restricted to 

tratTic having a pnor or subsequent mov e across Tex Mex's line between Corpus Christi and 

Laredo. Texas. 

KCS is a class I carrier vvhich operates approximately 2,913 route miles of line in the 

.Midwest and (iulf ( oast including lines m the slates ot Alabama. Arkansas, Kansas. Louisiana. 

Mississippi. Missouri. Oklahoma, lenncsscc. and fexas. In addition. KCS also senes, via 

trackage rights, haulage rights and or other arrangements in Nebraska, Illinois and lowa. KU'S 
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has 381 miles of track in the state of Texas. KCS' parent company, Kansas City Southem 

Industries Inc. ow ns 49% of Tex Mex's parent company Mexrail. Inc. 

By this petition Tex Mex and KCS seek to provide more infrastmcture to the Houston 

area and an altemative lo the circuitous trackage rights route over UP lines via Flatonia currently 

utili/cd by Tcx .Vlex. KCS has a direct and v ital interest in the project not only because of 

Kansas City Southem Industries' inveslmeni in l ex Mex but also because of KCS's intv*rest in 

improving the efficiency and competitive effectiveness ofthe route by vvhich KCS and fex Mex 

'•̂ gether compete with I P tbr traffic in furtherance of the Board's purpose in granting the 

trackage nghls lo Tex .Mex. 

The subjecl rail line was previously granted abandonment authority by the Board's 

piedecessor, the Interstate Commerce Committee, to Souihem Pacific (hereinafter "SP") in two 

proceedings. In Southern Pai i f c Transportation Company -- Ahandonment Exemption - In 

Jackson. Victoria and Wharton Counties, 7.V. Dockei No. AB 12 (Sub-No. 162X) (ICC sened 

Nov. 1. 1993). a notice of exemption was published for SP's abandonment ofthe 62 mile portion 

ofthe VN'harton Branch between Milepost 25.8. near VV barton rail station and Milepost 87.8. near 

Victoria rail station In Southern I'ai ifu Transportation Company -- .•ihandonnient Exemption -

In fort Hend and Wharton Counties, TX. Docket No. AB 12 (Sub-No. 1()6X) (ICC served March 

S. 1995). SP was granted an exemption to abandon certain rail lines iiiciudiiig the 23.3 mile 

portion called the Wharton segment extending betw een Milepost 2.5, west of rail station 

Mcllatlie to Milepost 25.8. west of and including the Wharton rail station. 

The total rail line proposed to be constructed, rehabilitated and/or reactivated for serviee 

w ill be approximately eighty-eight (88) miles in length between Rosenberg and Victoria, Texas. 

See Map on next page. For the most part, thc line w ill be reconstructed on an existing rail bed. 
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However, approximately 25.8 miles of line from Rosenberg to near Wharton and approximately 

4 miles from Victoria heading north still has the track in place and wil l only require 

rehabilitation leaving approximately fifty-eight (58) miles to be fully reconstructed on the 

existing rail bed. Furthemiore, for the most part the bridges and tmstles along the line remain in 

place. As a result, fex Mex and KCS estimate that thc cost for reconstmction, rehabilitation and 

purchase of necessary nght of way will cost approximately $66 million, .Sec attached Venfied 

Siatcment of Dav id VV . Brookings and David .VI. Lewis (hereinafter "V.S. Brookings" and "V S. 

Lewis") for further details on the cost of reconstruction ofthe Rosenberg lo Victoria line. 

Tex Mex will be responsible for the construction and or rehabilitation ofthc entire 

proposed rail line. Tex Mex estimates thai it will lake approximalely nine (9) monlhs lo 

complete the engineenng, procurement and construclion ofthe rail line proposed herein after the 

right of w ay is procured. Sec V S Brookings and V.S. Lewis. In addition. Tex Mex proposes to 

begin operations over this line within one year after the construction authonty is granted, 

including the appropriate environmenlal review. Most importantly, the 88 mile Rosenberg to 

Victoria line wil l provide a new and needed infrastmcture altemative to the approximately 160 

mile route fex Mex is currentlv compelled to use fro-n Rosenberg to Victoria via thc Flatonia 

route. Unquestionably, the construction and reactiv ation of service over the entire Rosenberg to 

Victoria line, in the mosl expedient manner possible, is in the best interest ol all concerned 

Once operations begm on the Rosenberg to Victona line. Tex Mex wil l not operate on 

I P's heavily congested Glidden subdivision (part ofthe Sunset Route) between Tower 17 in 

Rosenberg and Flatonia. Texas, a distance of 83.7 miles. Importantly, the r .moval of l ex Mex 

from the 83.7 mile portion of the Sunset Route will remove freighi trains from the congested 

.Amtrak route In iddition. a.'ter operations begin on the Rosenberg to Victoria line, Tex Mex 
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Tex Mex / KCS Proposed Construction 

FLATONIA 

Ten Mex Trackage Rights Gran ted In UPSP Merger 

Rosenberg to Victor ia Reconstruct ion / Retiabi l i tat lon 
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will not operate on UP's Brownsville subdivision between Houslon and Placedo via .Algoa, 

Texas. See Joint Petition ofthe Texas Mexican Railway Conipany and the Kansas City Southem 

Railway Company for Imposition of Additional Remedial Conditions Pursuant to the Board's 

Oversight Jurisdiction, F.D. N - 32760 (Sub No. 21). TM-7/KCS-7 (hereinafter "TM-7/KCS-7"); 

Verified Statement of Patnck L. Watts at 1 79 (hereinafter "V.S. WalLs"). Currently. Tex Mex 

operates 2 scheduled trains per day betw een Laredo and Beaumont via the Flatonia route South 

ol Houston. Ifthe Board approves and authori/es the fex Mex KCS plan for additional remedial 

conditions, and once operalions commence on the Rosenberg to Victoria line. Tex Mex projects 

that 4 additional daily lex .Mex trains will operate between Laredo and Beaumont and one 

additional train will operate over the Rosenberg lo Victona line for local traffic. These 

calculations place the projections for traffic over the Rosenberg to V ictona line at 7 irains per 

day For additional details on the current and post-Tex Mex KCS proposed operalions. sec V.S. 

Walts, Operating Plan at Attachment I . 

DIS( USSION 

Tex Mex projects to invest approximately S66 million in the Rosenberg to \Tctoria 

reconstruction project as part of its desire and affirmative actions lo prov ide addiiional 

infrastructure and a n.jre competilive altemative route to the current rail transportaiion service 

prov ided over the highly congested and circuitous route via Flatonia. Furthemiore. the 

construction authontv sought herein, combined w ith the additional remedial conditions sought in 

the full ev identiarv submission, w ill enable Tjx Mex lo effectively compete w ith U'P in the 

1 louslon. Laredo anti N.Af I .A markets Iinportantly. in order for Tex .Mex lo make an 

mvestmciit of nearly S6f) million m expanding capacity by reconstructing the Rosenberg lo 

\ letoria lme. I ex .Mex must reali/c at least a S7.1 million incrca.se in operatmg income lo 
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support an investment that large. .Sec TM-7/KCS-7. V S. Joseph J. Plaistow at 129 (hereinafter 

"V.S. Plaistow). Tex Mex desires to make these capital investments in Houston and UP has 

indicated its acquiescence to the project. Nevertheless Tex Mex needs the lifting of the Houston 

traffic restnction and the additional remedial conditions in order to make this needed investment 

.S'tT V.S. Plaistow at 128. 

THE I.E(7AI. STANDARDS UNDER 49 U.S.C. § 10502 FOR AN EXEMPTION 
FROM THF RF(^UIRFMFNTS OF 49 U.S.( . tj 10901 FOR H I E 
CONSTRUCUON AND OPERATION OF THIS RAIU FINE HAVE BEEN MET 

Under 49 L.S.C. >; 10901. construction ofa new line of railroad by a rail camer requires 

pnor Board approval. However, under 49 I .S.C. ^ 10502. thc Board must exempt such 

construction from regulation if it finds lhat: (1) continued regulation is not necessary to carry out 

the rail transportation policy of 49 U.S.C. lOlOla; and (2) either (a) the transaction or sen'ice is 

of limited scope, or (b) the application of a provision of lhe Interstate Commerce Act is not 

needed to protect shippers from the abuse of market pow er. 

Thc construclion of this rail line is the type of Iransaction I'or which the exemption 

provision ofthe Staggers .Act'' was designed The exemption provision was considered an 

important comerstone ofthe legislation Ameruan Trucking .•issoeiation y ICC. 656 F.2d 1115. 

1119 (5th ( ir. 1981). .As President ( ' 'rter staled upon signing the Staggers Acl into law, the Acl 

"strips awav needless and costly regulations in favor of market forces, competitive market forces, 

whenever po.ssible." 16 Weekly Comp. President Doc. 2225-26 (Oct. 14. 1980). The Court in 

Amerudii Tnu king at 1119 cited the affimialive use of tj 10502 to exempt transactions, quoting 

troin legislative history that "the Commission is charged wilh the responsibility of actively 

StaLieers Rail Acl of 19X0. Pub. L. No. 96-448, 94 Stat. 1897(1980;. 
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pursuing exemptions for transportaiion and sen ice thai comply with the section's standards." 

The Board is lurther charged with removing "as many as possible ofthe Commission's 

restrictions " H.R. Rep. No. 1430. 96lh Cong.. 2d Scss. al 105 (1980). As explained in 

detail below, the rail line proposed herein complies vvith 10502 and, accordingly, should be 

exempted from the b'..derisome filing requirements of obtaining Board approval under Jj 10901. 

1. An Fxemption will Promote Fhe Rail I ransportation Policv 

Regulation ofthe recon.struction and operation of this approximalely eighty-eight (88) 

mile rail line -s nol necessary to carry out ihc rail transportation policy expressed in 49 U.S.C. 

sj 10101a. Cuirently. lex .'Vlex is prevented trom providing ctficient and economic rail 

transportation senice into and out of Houston and Laredo because ofthe Houslon traffic 

restnction and LP's congestion problems. Specificall> . Tex Mex's current operating ratio for the 

3"' quarter of 1997 w as 113"o and Tex Mex experienced operating losses of S1.193.000 for 1997 

.Sec V.S. Plaistow al 128. This is nol a sustainable operating ratio. However, vvith the 

constmction ofthe proposed new rail line and the grant ofthe olhcr requested additional 

remedial conditions. Tex Mex w ill be capable of providing Iransportation sen ice i i the 

Houston. Laredo and N.AFT.A markets on an efficient and economical basis, l he proposed rail 

line to be reconstructed belwcen Rosenberg and X'ictoria is an integral part of the Tex Mex/KCS 

pian which will fmailv pennit lex .Mex and KCS together to effectively cohipele vvith UP in 

order to retain and to increase their respective shares o! the tran.sportalion service provided to and 

trom the Houslon. Laredo and N.AF f.A markets. 

Granting an exemption, instead of requiring burdensome regulation, will promote the rail 

transportation policy as expressed in 49 U.S.C. .j lOIOIa. Specifically, thc transportation 

pi>licics vvhich will bc promoted by the issuance ofa construction exemption are as follows: 
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• To allow, to the maximum extent possible, competition and the demand for sen ices to 
establish rea.sonable rales for transportation by rail [lOlOla(l)]; 

• To minimize the need for Federal regulatory control over the rail transportaiion sysiem 
and lo require fair and expeditious regulatory decisions w hen regulation is required 
[1010la(2)|; 

• fo promote a safe and efficient rail transportation system by allowing rail carriers to eam 
adequate revenues [10101 u3)]; 

• To ensure the development and continuation of a sound rail transportation system with 
effective competition among rail carriers lo meel the needs ofthe public [ 10101a(4)]; 

• To foster sound economic conditions in transportation and to ensure effective competition 
and coordination between rail earners and other modes [10I0la(5)J; 

• To reduce regulatory barriers to entry into the industry [I0101a(7)]; 

• To encourage honest and efficient management of rail roads [I010la(9)]; and 

• To provide for the expeditious handling and resolution of all proceedings required or 
pemiitted lo be brought under this part | lOlOlat 15)]. 

First, the reconstruction and reactivation ofthe Rosenberg to Victoria rail line will foster 

competition among rail carriers [I0101a(5)|. ensure the deveiopment ofa sound rail 

transportation system [I010la(4)]. and allow the competition and the demand for Tex Mex and 

KCS serv ICC. rather than federal regulation, to govem thc level ol rates for transportaiion service 

in thc Houston. Laredo and N.AFT.A markets [ IOlOla( I)]. Authorizing Tex Mex to reconstmct 

the rail line and reaetivatc raii senice on the Rosenberg lo Victona ime, will put the former SP 

rail I'ne back into senice in an area which nationally has been declared in need of added 

ipfrastructure and capacity. In addition.'' e reconstruelion ofthe Rosenberg to Victona line, 

con.bincd with the other additional remedial conditions requested, will enhance thc ability of Tex 

Mev and KCS togelher lo provide an effective competitive altemative to Texas and NAFTA 

shippers, I 'v Board expects the 1 ex Mex to provide an cITective competitive altemative in the 
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important Laredo lo United States market Therefore, the Board should approve the acquisition 

ofthe Tex Mex owned and non-circuitous route from Rc senberg lo Victoria with unrestnctcd 

traffic solicitation ability in Houston. Sec TM-7 KCS-7; Verified Statement of George C. 

Woodward. 

Second, by granting an exemption for this construction project, the Board vvill be 

minimizing the need for federal regulatory control over the rail transportation system [10101 a(2)] 

and reducing thc regulatory bamers U) entry into the rail industry [10101a(7)]. As the Board has 

stated, the potential tor new entry occasionally may increase the bargaining power of (1) shippers 

that might othcnvise be captive, and (2) earners seeking to provide service ihrough "competitive 

access" to a shipper not located directly on their lines. Class Excmntior. f>r Rail Construction 

Under 49 U.S C. 10901, Ex Parte No. 392 (Sub-No. 3), (ICC .sened .May 29. 1987), rcnoticed in 

Class Exemption for lhe Conslruction of Connec ting '̂ rack I nder 49 U S C 10901. F.x Parte No. 

392 (Sub-No. 2) and Class E.xcinptum jor Rail C onsinu tioii i nder 49 I S.C 10901, Ex Parte 

No. 392 (Sub-No. 3). (ICC sened September 1 5. 1992). .Accordingly, the Board should 

carefully scrutinize anv arguments which arc purposefully designed to erect ban-iers to entry and 

deny the benefits of cumpetition. 

Ihird. this construction exemption will promote '̂ .'.fc and efficienl rail transportation and 

will cnh.inec lex .Mev's abilitv to eam adequate revenues from "s transportation services 

110101a(3)l. and encourage honest and eificient managemenl of railroads [I010la(10)l. 

Additional detail and support of these policies ofthe Rail Transportation Policy can be found in 

the Venfied Siatements of Joseph .1 Plaistow. f ieorgc Woodward. Patrick L. Walts. .Vlichael H. 

Rogers. Harian Ritter. Paul 1. Broussard. A VV Rees, Larry Fields, David W. Brookings, and 

Dav id M Lew is, all but thc last two submitted in T\i-7 KCS-7. 
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Fourth, Tex Mex and KCS are requesting expedited consideration of this petition for 

construction exempli'^:, which is also supported by the Rail Transportation Policy [10101 a(2) 

and 10101a(15)]. 

In conclusion. Board approval pursuant lo 49 U.S.C. § 1(̂ 901 is not necessary lo carry out 

the policies of the Rail Transportation Policy, hi fact, to require such approval, by means other 

than by exemption, w ith its attendant risk of delay and consequent failure, would be inconsistent 

with the rail transportation policies articulated in ij lOlOla. Failure lo grant thc petition wil l 

inhibit developmenl of a sound transportation system, and promote inefficiencies contrary to the 

Congressional mtention that competition promoles efficiencv. the keyslone ofthe Staggers .Act. 

2. The Transaction to he Exempted is l imited in Scope 

^he second test for exemption is staled in the ailemative. i.e.. the transaction is of limited 

scope or regulation is not needed lo proiect shippers from the abuse of market power The 

transaction proposed herein is the reconstruction and or reactivation ofa rail line approximately 

ninety (90) mif.'s in length. As slated above, the line will be reconstmcted on an existing rail bed 

and includes approximately 30 miles of track and mosl bndges and trestles still in place. This 30 

miles of track, as well as the bndges and trestles, will be rehabilitated to FRA Class 4 track 

slandards. V.S. Brookings at 294. This leaves approximately 60 miies of track to he fully 

reconstructed and brought up to I R.A Class 4 track standar<ls. Id. [ nder B(Mrd precedenl. 

applying 10505(a) in analogous circumstances, fex Mex and KCS assert that the current 

transaction is ot limited .scope. See, The Elk River Railroad, liu ., -- Construction and Operation 

Exemption Clay and Kanaii ha C 'ounties. Wl', Finance Docket No. 31989, (ICC served May 21, 

1992) (.A proposed construction project of 30 miles on an exisiing roadbed in a single state was 

found to bc limited in scope). Sec also Ozark Mounlain Railroad Construction Exemption, 
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Finance Docket No. 32204, (ICC sened Feb 10. 1993) where thc Comniission found that the 75 

mile constmction project met the section 10505 [now section 10502] exemption criteria as a 

threshold matter." 

Most importantly. Tex Mex and KCS believe that the construction ofthe rail line 

proposed herein is of limited scope because it involves the reconstmction and reactivation ofa 

previously abandoned rail line on an existing rail bed and includes almost 30 miles of track, as 

vvcll as bridges and trussels .^till in place. .Additionally, as shown on thc attached map which 

follows this page, thc proposed rail line is lo be located within a fairiy limited and defined 

geographic region of Texas. As a result ofthe limited construction area and the fact that the rail 

bed has been previously disturbed, there w ill be only minor impacts resulting from construclion 

of the rail line. Accordingly. Tex .Mex and KCS respectfully submit that these facts support a 

finding ihal the proposed constmction is limited in scope 

3. Re;;ulation is Not Needed to Protect Shippers fr the Abuse of 
Market Power 

Because the transaction is limited in scope, the Board is not required to make a finding 

lhat regulation is not i.eccssary in order to protect shippers fvnn the abuse of market power. 

Nonetheless, such a finding can be made And in the cvcnl that the Board does not find that the 

transaction is limited in scope, the Board musi find that regulation is nol needed lo protect 

shippers from the abuse of n.irket power. In fact, the reconstruction ofthc Rosenberg to Victoria 

lex Mex and KCS acknowledge that the Ozark proceeding ran into various other 
problems vvhich ultimately warranted more dclaiied scrutiny than an exemption affords. 
Nevertheless, the threshold as detennined m Ozark has been met here. More importantly, since 
this coiistnict!:)ii exemption is being filed as pan ofa larger evidentiary submission for additional 
remcilial condition.s. a plethora o) detail has already been prov ided to the Board. 
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rail line is designed to introduce and enhance rail competition in the delivery of products in 

Texas and the NAFTA market. 

By enhancing competition between rail earners, regulation is not needed lo protect 

shippers from the abuse of market pow er since market pow er results from the lack of 

competition, whereas the proposed project here is designed to increase competition. The test of 

abuse of market power was included in vj 10502 in order to assess w hether deregulation could 

result in hami to shippers who lack competitive allenialives. In this case, the construction ofthe 

rail line vvill avoid hami to shippers since the construction will enhance competition and ensure 

thc long temi viability of Tex Mex. As just one example, m a Vlarch 19, 1998 statement" by 

Shell Chemical Conipany ("Shell"). Shell states that "[VV]e bclie\ e that establishment ofthc Tex 

Mex as a pemianent presence in the Houslon market will be an important contribution to the 

efforts to address the long Ienn needs of Houslon shippers." linportanlly. Shell has ulilized the 

Tcx Mex under the Board's emergency sen ice order and would like to have the right lo use Tex 

Mex pemianenlly. As such, Shell supports the Board's granting Tex Mex authority lo 

reconstruct the Rosenberg to Victona line in order lo increase capacity and improve efficiency 

for Tex Mex movements which will enhance rail competition. 

B. I IIK FXFMP I ION TO (ONS l RU( I SllOUl D BF FFFF( T l \ F ON 
< OMPI F I ION OF TIIF BOARD S FNN IRONMENTAL ANALYSIS 

1 ex .Mex and KCS propose that the Board grant the requested exemption authority to Tex 

.Mex subject to completion ofthe environmental review, fex ,Mcx and KCS understand the need 

ofthe Board to give appropnate consideration to the exemption sought herein. Tex Mex and 

.A copy ofthe Shell statement is included in TM-7 KCS-7 along vvith copies of numerous 
other shipper letters in support ofthc lex Mex KCS plan received to date. 
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KCS also recognize rhe requirements set forth in the regulations at 49 C.F.R. § 1105 for the 

Board to undertake an independent environmental evaluation in connection with the construction 

exemption. As stated supra, Tex Mex and KCS hav e consulted with the SEA with respect to th3 

proposed environmental analysis to be prepared by the third-party consultant. Thc 

env'ronmental review n ill be completed as soon as feasible. 

Tex Mex and KCS submit that the issuance of the constmction exemption at this time 

with the effective dale to coincide with the completion ofthe Board's environmenl ! review is in 

accord vv ith the law. Sec Illinois Commerce Commission v. Interstate Commerce Commission, 

848 F.2d 1246 (D.C. Cir. 1988); Chicago and Sorlh Western Transponation C 'ompany -

Constnu lion and Operation Exemption— City of Superior, l Uniglas County, Wl, f inance Docket 

No. 32433 (ICC sened Mav 11. 1994); Hiirlinglon Sorihcrn Railroad Company - Con.struction 

and Operation Exemption - Macon and Randolph C (ninlics, .Missouri, 9 LCC.2d 1161 (1993); 

Southern Clulf Railwat ( ompany - Construction Exeinption - In Calcasieu Parish, LA, Finance 

Docket 32321 (ICC sened September 9. 1993); .irooslock Valley Railroad Company-

Construction E.xemption -Aroostock, Counit: ME. Finance Docket No. 32030 (ICC sened Apri! 

28, 1992); Sioux (& Western Railroad Company--C 'onsiru( fion Exemption-Charles Couniy. MO , 

Fin.mce Docket No. 32016 (ICC served March 25. \992):.loppa and Eastern Railroad Co. -

Construction Exemption - .Joppa, I f . Finance Dockei No. 31656 (ICC sened July 5, 1990); 

Soutliem EU < tru (icneraling C ompany -- Petition for Exemption -- C dnslnietion ofa Rail Line 

in Shelby Counii. .Mahtinia. f inance Dockei No. 31498 (ICC sened September 19. 1989); and 

Louisville iV .Jefferson Rivcrpori Authority and CS.X Transportation. Inc, - In Jcjfcrson City, 

K\ . f inance Docket No. 31 136 (ICC sened December 22, 1987). 
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E X P E D I T E D CONSIDERATION R E Q U E S T E D 

Tex Mex and KCS respectfuily request the Board to issue an order exempting thc 

constmction of the rail line proposed herein as expeditiously as possible. Tex Mex and KCS 

respectfully urge the Board to issue an order exempting the constmction proposed herein as soon as 

feasible, bul delay its effective date until the Board has completed its environmental evaluation. 

( ()N( I I SION 

For the foregoing reasons Tex Mex and KCS respectfullv request the Board lo issue a 

construction exemption sought herein for the for fex Mex to reconstn:cl and reactive the 

Rosenberg to Victona line, as expeditiously as possible, w ith the effective date to coincide w ith Ihe 

completion by the Board of its env ironmental rev iew. 

Respectfully submitted. 

Richard P. Bruenmg 
Robert K. Dreiling 
114 West 11 lb Street 
Kansas City. Missoun 64105 
lel : (816)983-1392 
Fax:(816)983-1227 

John V. Edwards 
Zl ( Kl Rl, S(Ol I I & Rvsl \HI Kill K. LLP 
Suite 600 
888 17"'Street. N.W. 
Washingion. D.C. 20OO6-39.'59 
Icl : (202)298-8660 
Fax: (202)342-0683 

Attomev s (or I he J cxas Mexican Railway 
Companv 

JolinTl. Molm 
William A. .Muilins 
Sandra L Brown 
TKfM TMAS SASDf-.RS LI.C 

1300 I Street. N.W. 
Suite 500 Ea.st 
VV ashington. D.C. 20005-3314 
Tel: (202)274-2950 
Fax:(202)274-2994 

Attomeys for The Kansas City Southem 
Railway Company 

March 30. 1998 
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BFFORFTHE 
Sl RFA( F I RANSPOR l A I ION BOARD 

FINAN( F DO( KE I NO. 33568 

JOINT PETITION OF TIIF TFXAS MFXK AN RAII.W AY COMPANY .AND 
THE KANSAS C \ T \ SOUTIIFRN R A I I NVÂ  ( OMPANY FOR 

EXE.MPTION FROM 49 U.S.( . § 10901 FO ( ONSTRU( T AND OPER.ATE 
A RAII FINE BFI NN FFN ROSENBERG AND MCTORI.A, TE.X.AS 

VERIFIED S I VLEME.NT 

OF 

DAMD N\. BROOKINGS 

.My name is Dav itl VV . Brookings and I am \ ice President and Executive Representative 

of Kansas City Southem Lines. Inc.. thc immediate parent company of The Kansas City Southem 

Railway Company ("KCS"). .Mv business address is 114 West 11"' Sireel. Kansas City, Missouri 

64105. In my capacity. I prov ide expert engineering consultation to the railroad subsidiaries of 

Kansas City Southem Lines. Inc. 1 have held my cunent position since September. I99(). Pnor 

to being appointed to niv cunent position. I serv ed as KCS' Vice President and Chief Engineer. 

In all. 1 have been employed by KCS. and now its parent, in railroad engineering jobs for nio.e 

i ) than twenty-five years, starting as a Bridge Engineer in September. 1972. an Engineer of Tru k 

betw een 1985 and 1986. Chief Engineer tfrm 1986 to 1992. and Vice President and Chief 

Engineer betw een |992 and 1996 In these capacities. 1 have had sigi-ficant expenence with the 

design, layout, uid construction of railroad lines and the rebuilding and rehabilitation of lines. 

W hen KCS acquired the MidSouth railroads m 1993. I was responsible for the plannmg and 

implementation ofa significanl upgrading of MidSouth's ime between Shre-.eport, Louisiana and 

Meridian, .Vlississippi lo create a competitive rail link for iraffic lo and from lhe Soulheaslem 
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United States. I also vvas inv olv cd in due diligence Ic.iding to purchase by K C S ' indirect parent. 

Kansas Ci ty Southem Industnes. Inc ( "KCSI") . and its partner, i ransportacion Mari t ima 

Mexicana, o f t he privatized Northeast Rail l i n e :n Mexico ( " T F M " ) Since the acquisition o f 

T F M ' s line. I have provided professional consultation w uh rcspecl lu rehabili lalion and 

maintenance o f way on its lines. All o f this work has required my development o f projected 

costs o f constmction and rehabilitation o f rail lines, for both budgetaiy and financing purposes. 

1 graduated in 19"2 from Louisiana Tech Univ ersity with a Bachelor of Science Degree 

in Civil Engineenng. 1 am registered as a Professional Engineer in the states of Missoun and 

Louisiana. Vly professional affiliations include the .American Society of Civil Engineers and the 

American Railway Engineering and Maintenance-of-Way .Association. 1 have submitted 

previous testimony, through venfied statements, to the Interstate Commerce Commission in 

Finance Docket No. 32000. Rio (irande Industries, lne , et al - Control Southern Pacific 

Transporiation C 'ompany. and ir. Finance Dockei No. 32167. Kansas City SiJUthcrn Industnes, 

Inc., Cl al - Control MulSouth Corp.iration, et al. 

M y purpose in this Venf ied Statement is to set forth my expert estimate o f the costs 

relating to the reconstruction rehabilitation o f the SP's old Wharton Branch line, running 

between Rosenberg, Texas at:d \ ictona. Texas. I was asked to develop these cost estimates as 

ev idence supporting the ".Joint Petition of the 'I'exas Mexican Raihtay Company and The Kansas 

City Southern Rai luay Company j o r Imposition of Addi i ional Remedial Conditions ."ursuant to the 

Hoard s Relained Oversight J insdic i ion" ('\Wi-5, KCS-5, filed Febmary 12. 1998, in Finance 

Docket No. 32760 (Sub-N'o. 2 ! ) . hereafter referred to as the "Joint Petition"). This Verif ied 

Statement is offered m support o f lhat Joint Petition. I have not included in my estimates the cost 
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of acquiring the right of way ofthe line. I understand that that evidence is being provided by 

another witness. 

As preparation for my cost estimate. 1 physically inspected the line in question. In my 

inspection, 1 looked at the state of repair ofthc line where it vvas still in place and, where it had 

been removed, 1 examined the state of the road bed w ith an eye to necessary grading and 

vegetation removal atu" fill that might be required to accommodate a rebuilt line. Because the 

line vvhich has been removed was in place as recently as 1996. 1 found that only minimal 

earthwork is required Of course, new ballast would need to be applied, but that is tme ofthe 

entire line I also looked at grade crossings lo detennine their likely need for replacement or 

repair. In most cases the public grade crossings will need to be rebuilt and the appropnate 

signage or grade crossing waming protection installed. 

fhe reconstmclioa reh 'bilitaiion ofihe 88-mile former Souihem Pacific line between 

Rosenberg, ^exas and Victoria, Texas would be pcrfomied by railroad track contractor(s). I 

anticipated that this rail line, vvhich is predominantly tangent and lev el will be reconstmcted to 

FRA Class 4 Hack .standards to allow tor ^9 MPH freight train speeds. The track structure wil l 

consist of 88 miles of continuous welded rail on timber tics and crushed stone ballast. 

Approximately 300. )00 tons of ballast vvill be required. The rail will be new 136-pound rail, 

welded w ith clectnc Hash butt welds into quarter-mile stnngs and field welded together. T'he 

289,250 timber ties wil l be 7" x 9" x 9'-;j" creosoted oak or hardwood ties spaced on 19-1/2 ' 

centers and the stone oallast will bc graded between 1*4 " and /V. Matenal for the subballast 

Will be screened for particle sizes o f ' / / ' and under. Finally. I have included an estimate ofthe 

eost of installing CTC signalizatior on the lii.e. 
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Once the track is in sen ice. it is anticipated that four (4) maintenance personnel would 

perfomi required repairs and inspections. One supen iso:y personnel would perform track 

inspections and grade crossing protection inspections, while a 3-man section gang would perfomi 

all necessary maintenance functions. The annual operating expenses for maintenance activities is 

estimated to be S355 000 

The estimated reconstmction rehabilitation cosi ofthc 88-mile segment from Rosenberg 

to X'iclona. exclusive ofthc nghi-of-vvay cost, is S57.5 million. Total constmction tmn. wil l be 6 

to 9 'lis. depending on w;ather conditions. 
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N FRIFK A I ION 

SI A 1 l .Ol MISSOURI ) 
) .ss. 

COUN I v o l JACKSON ) 

1. David W Bidokmg>. being tirsl dulv ^vvorn. upon nn o.wh state liial I 

have read the loivuoiim statement and the eoiiteiits thereot are true ..nd eorreet as staled. 

1 

Dav id W Brookiniis 

Subscribed and sworn to betore me thi s dav of Maieli. 1W8. 

Mv C ominisMoii I \: ires: 

SJlhrs Public 
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BEFORE TIIE 
SURFACE TRANSPORTATION BOARD 

FINANCE DO( KET NO. 33568 

JOINT PETFTION OF TIIE TEXAS MFXK AN RAIFVVAY COMPANY AND 
THF KANSAS ( IT^ SOVTHFRN RAII.W A\ ( OMPANY FOR 

EXEMPTION FROM 49 U.S.( . 10901 TO ( ONSTRUCT AND OPERATF 
A RAIF FINE BFTNVFFN R(^SFNBFR(. AND M ( TORIA, TEXAS 

\ ERIFIED ST ATE.MENT 

OF 

DAN ID M. FFNVIS 

My name is Davio M. Lewis. I atn a Texas slalc certified real estate appraiser and 

consultant. My business address is 952 Echo Lane. Suite 315. Houston, fexas. I have more 

than 35 vears expenence in real estate appraising 1 hav e prov idea expert consultation on real 

estate values for a v anety of purposes, including litigation and. specifically, condemnation 

actions. 1 have sen ed as a consultant and an expert w iiness in over 500 condemnation cases. 

My expener.ce and qualifications are more fully sel forth in the .Appendix lo lhis statement. 

I was asked by an allomey retained b> 1 he Kansas City Southem Railway Company 

("KCS") and the fexas Mexican Railway Company ("Tex Mex") to provide an estimate of 

•he acquisition costs that KCS and 1 ex .Mex would have lo incur if tbey were lo acquire the 

Southem Pacific Transportation C:itnpany 100 fool nght-of-way' extending between 

Rosenberg and Victona. Texas, a distance of approximately ninety (90) miles. 

' .Althougli thc right ot-way is generally 100 foot in width, at certain points the right-of-
way IS a greater •> ;dth ; > ac ommodalc such adjunct rail structures as depot build-ngs and 
passing storage track:.. 
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1 have determined that the right-of-way to be acquired consists of approximately 

1.200 lolal acres. 1 have based my eslitnale ofthe land cost upon comparable land sales 

activity in the vicinity ofthe railroad route. The railroad right-of-way is situated in the 

counties of Fort Bend, Wharton, Jackson, and Victoria. Texas. I have obtained records of 

sales of comparable properties within thc 1: t five (5) years in these are."-:. From these 

comparable sales. I have detemiined the purchase price per acre. I then applied that 

calculated per acre price to the tolal acres in each comparable nght-of-way parcel lo 

detennine an cslimated price. I hav e ba.sed mv estimated costs for title opinions, suneys, 

legal expenses, expert witness fees, and couti costs upon my many years of expenence in 

providing consulting and opinion testimony in more than 500 condemnation cases. 

The lotal estimated cost tbr thc cut.re nghl-of-way acquisition is $8,000,000.00. 
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David M. Lewis, CRE. MAI, SRA 

Biographic Data 

David M. Lewis is a state certified (Certification No. T.X-I321307-G [exp. 6-30-99]) real 
estate appraiser and consultant, headquartered at 952 Echo Lane. Suite 315, Houston, 
Hams Couniy. Texas. Bom in Houslon. Texas in 1937, Mr. Lewis attended public 
schools before entering the University of Houston and graduating w ith a business deuree, 
majoring in real estate economics and finance, in 1958, He served in the US Amiy 
Infantry upon graduation. 

Employment 

While attending college, Lewis worked part-time as a real estate broker for his father. 
Upon leaving the amied sen ices w ith an hononible discliarge, he w as employed by the 
Federal Housing Administration .scn ing 18 months as a staff appraiser. In 1962, Mr. 
Lewis started his own valuation and consulting practice, which he has headed for the la.st 
35 years. 

Scope of Professional Assignments 

Mr. Lewis' consulting assignments hav e included acquisitions dispositions, asset 
management, development redevelopment, expert witness, facilities planning, 
financing joint v entures, inv estment analvsis. lard assembly, lease negotiation, 
location rclocati' n analyses, management counseling, property management, real estate 
valuation, economic feasibility, and market studies. His work iias involved all types of 
real property, including but pot limited to commercial, indu'̂ '.nal, historical, and .special 
purpose. 

From 1972 to 1975. Lewis sen ed as a member of the City of Houston Planning 
Commission. 

Specific assignments of interest include acting as real estate consultant to Texas Eastem 
Corporation (1974-76) in the acquisition of 36 square blocks in the Central Business 
District ol Houston. Texas and the leasing o f l ! Houston Center, aone million square foot 
office building. Lew is acted as coordinator betv. een engmeering. marketing, 
construclion, and planning and headed the leasing team for bolh retail and office. 

.Mr. 1 ewis sen'cd from 1978 to 1980 as managing local consultant to the City of Houston 
for lhe purpose of appraising the City of Houslon (for ad valorem lax); over one million 
parcels of property. I pon completion. Lew is sened as a founding member ofthc Board 
of Directors ofthe Hams County .Appraisal Distnct with ultimate res;,onsibilities for the 
appraisal of all properties in Harris County. 
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In 1992, Mr. Lewis acted as a consultart and headed the negotiating team for 
Metropolitan Transit Authority (Metro) in thc purchase of 158 miles of transportation 
corridors from Southem Pacific Railroad Company. 

In a 1993 address to the Section of Natural Resout res. Energy and Environmental Law, 
Litigation, and Real Property ofthe American Bar Association. Lewis spoke on 
"Environmental Considerations and the Elements of Value Affecting Real Property," 
including such concems as remediation, cost to correct, reduced marketability and stigma. 

Lewis has acted as development, transactiemal. valuation and market damage consultant 
on such varied environmental questions as clay mining, pipelines, underground gas 
storage, nesting bald eagles, endangered species, wetlands, asbestos, leakin' torage 
tanks, air. soil, sub.soil and ground water contamination, electromagnetic fields and 
polybutylene plumbing. 

He has been qualified and testified as an expert witness in environrr-ental lawsuits and 
vvas quoted by Fortune Magazine's December 31.1990 issue on damage by stigma 
resulting from eleciromagnelic fields. 

Professional Affiliations 

Mr. Lewis is a member and past national govemor and Gulf Coast chairman ofthe 
Amencan Society of Real Estate Counselors (CRI ) and member and past President ofthe 
Houslon Chapter Appraisal Inslilute (M.AI. SR.A). He is al.so a member ofthe National 
Association Realtors. Texas Association of Realtors and the Houslon Board of Realtors. 
A former member ofthe Houston Archeological and Histoncal Commission. 

.Mr. Lewis' interest m iurthcrmg real estate education has brought him to lecture on real 
estate economics and valuation of bolh the University of Houston (1965 through 1978), 
the American Instiiu'e of Real Estate Appraisers, and the Society ot"Real Estate 
Appraiser (196'' through 1982). 

(General Business Affilia.'ions 

M 'mber .American Society of Real Estate Counselors (CRE) 
National: Communications (19K2-8.M. (ioveminent 
Affairs( 1982-82), Member, .Membership Development 
Committee (present). 
National Chainnan. Chapter .Activities Committee (1989-91) 
Houston Chapter: Secretary'Treasurer (1988-89) 
South Coast Chapter: Chaimian (1990 91) 
National: Member - Board of (iovernors (1992-94) 

300 



.Member 

Member 

Member 

.Member 

Appraisal Institute (MAI) (SRA) 
Houston Chapter: President (1968). Secretary (1966) 
Treasurer (1965). Director (i 965-69) 
National: National Education (1980). Extemal Affairs (1981), 
Professional Relations (1981), Regional Professional Standards 
Panel ofthe Appraisal Institute (1990) 

Houston Board of Realtors 

Chainnan of Education Commitlee (1975) 

Texas Association of Realtors 

National Association of Realtors 
Associate Member Urban Fand Institute 

Co-.Managing Partner Historical Re-Development of .Majestic Theater, 

Broadway style theater m San Antonio. Texas (1983-Present) 

.Member ofthe Board Small Business Development Corporation (1997-) 

Founding Member of Board Harris ( ounty Appraisal District (1980-82) 

Former Member of Board ( ity of llouston Planning ( ommission, (1972-75) 

Former \ ice ( hairman of ihe Board of First American Bank and Trust 
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IPP .::S'98 -p LEUi;. PE'ie":",- Î L*;î iulrb 1: 466 SifeC TQ Iiia227425?4 

VERincAnoN 

STATE OF TEXAS ) 
) 

COUNT'Y OF HAKi^S ) 

I. David M. Lewis, being fust diily swom, upon aiy oath siaxe ibar 1 

have read the foregoiag stateox'n: And ihc COULCIÛ  Qjcrco' arc true aud coiicx;i is 

sured. 

Da vod M Lftwis 

Subscribed and swom to before ra«r this day of March. 1998. 

Notary Public 

My Ccmpiission Expires 
• ' . - ^ r i f<'*ir)Ptt*xamelTmm ^ 
^ J \ i f "Cn-i , i i„Oii . . . g 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 (Sub No. 21) 

UNION PACIFIC CORPORATION, UNION PACIFK RAILROAD COMPANY AND 
MISSOl Rl PACIFIC RAILROAD COMPANY 

- CONTROL AND M E R ( ; E R --
SOUTHERN PA( IFK RAIF CORPORATION. SOUTHERN PACIFIC 

TRANSPORTATION (OMPANY. S F LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND TIIE DFN\ FR AND RIO GRANDE W ESTERN 

RAII ROAD (OMPANY 

0\ E RSI(;ilT PRO( F F DI SC. 

.lOINT PETITION OF THF TE.XAS MFXK AN RAILW A\ (OMPANV AND THE 
KANSAS CI TY SOUTIIERN RAILW AV (OMPANV FOR IMPOSITION OF 

ADDITIONAI REMEDIAL (ONDITIONS PURSUAM | 0 THE BOARD S RETAINED 
0 \ ERSIGHT JIRISDICTION 

SHIPPER AND 

(; 0 \ E RN M F NTA I S T A T F MENTS 
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\MERIPOL SYNPOL CORPORATION 

fAuoitmn 
IIMtMMtTMkT 
MMtrMiaMQ TDMruMi 

M*ich 17.1998 

Mr. VemoQ A. Williams, Swretvy 
Surfiace TnuvipoitadoD Board 
Suite 700 
1925 K Street, N.W. 
Wasbiagton, DC 

RE: Finance docket No. 32760 (Sub-No 21). Union Pacific Corp,, ct al-Cocjtrol .̂ Merger 
Southem Padfie Rail Corp, et a. Oversight Proceeding 

Dear Secretary WiUiaxa: 

I am writiag on behalf of Amaipcl Syapol Corporation to advise you of our 
Mexican Railway Company's fTcx Mex) and Kansas City Southern Rail > y 
plan for the Houstoa area. Specifically, Ameripol Synpol supporu neutral switching 
dispatching in Houaton as well •> additional meaiures aimed at obtaining 
enhancement in Houston. 

ComMny 

;cf&ciaicy 

spppon of Texas 
'a propoMd 
and neutral 

and capacit)' 

Anieripol Syr col CUirporaiioc is a Delaware corporation with beadquaners locaiec in Port Nechet, 
Texas Along with its wholly oumcd suhtidianes. Engineered Carbons, Inc. aal Mallard Creek 
Polymen. Amenpol Synpo. Corporation is the world's largest manufitcturer of SBR synlbeiic 
rubber dnd • mâ or manufacturer of carbon black and SBR latex. Ameripol Synpol Corporation 
services a worldwide Tjvket with coasoUdated annual sales in the range of $Si I 
customer, include many of Ihe worlJ's largest tire, indostriai product and c<nuumer product 
coinpanies. We have five plants in Texas and North Carolina and employ appt oximaiely 1,200 
people. Our Port Neches. Texas plant has been producing synthetic rubber sifice 1943. 
privately lield corporation, we do not publish financial statentent. 

Our production nxiuirement includea 1S>20 rail hopper cars of carboa black per mbnth 
urigiru>t£ Laredo. Texas with fitia! destination. Port Neches, Taxas roiAed Tex Mex 
We use Tcx Mex/KCS for moving lhis tniTic our of Mexico and into and out of Ho jston 
uansu iinic ss 14 oays. Tlie Tcx Mex/KCS liervicc i5 essential to our transportat 
addition, the trackage rights granted to Tcx Mex i:i tlie L'P/SP merger are vital to 

Aa a 

Shipments 
Beaumont KCS. 

Currently, 
ion needs. It 

o\ir operations. 
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The trackage rig hts granted 

However, the (&ct that U>ere is no rxutral dispatctiing or switching in Houston, ani 
Mex docs not have yard space a' sufCcicnt inlrastiuctuie, makes it impossible for 
provide the integiai seivice and competitive alternatives we oaed. 
Mex need to bc improved, changed and broadened and Tex Mex/KCS need 
increase their infrastructure in the Houston area so that Tex Mex/KCS can provjde 
and competitive rail service for oor traffia Importantly, Tcx Mex/KCS haa a 
of aervice for both big and small shippers into an') out ofthe Mexican market 
roues such as Tex Mcx/KCS'& through south Texas be preserved and peranined 

Cha &ct that Tex 
Tex Mex/KCS -JO 

to Tcx 
be pennitted to 
nunc dTicient 
commi tment 

Ifttemationa! trade 
prosper 

t j 

pniven i 

ID 

The curreiU rati service cnsis in south Texas is monumental. The Surface TraiLSportation Board 
(Board; has rightfully recognized UP's inability to solve the problem, at least in ̂ he short term, 
through the Board's implementation of their Emergency Servica Orders. Li i set, even UP has 
recently admitted publicly that its service in south Texas is not back to normal ar>d that UP will co 
longer attempt to predict when normal service will return. 

Our Company lias been and contiruies to be hurt by UP's problemi We need mor̂  than a short-tem: 
fix. We need a long-term solution to the service problems in south Texas. Ameripol Synpol 

tinued i As a Texas shipper, we also understand thc importance of ensunng the continu^ and expanding 
growth in trade tluougliout the NAFTA corridor. Importantly, wc believe ĥat ensuring tlie 
continuauon of at̂  effective competitive alternative in south Texaa is key to Qi;r stuxeu aitd tlie 
vvsmpetitivc bucccss of the United States -.n NAFTA trading. The Tex Mex/KCS f̂roposed plan will 
f«.istei these goals 

Corporation believes that the impiemenutliOQ of the Tex Mex/KCS proposed plan for south Texas 
which includes neutral switchi.ig and neutrai dispatching in Houston, is e9aeni|a! to a long-term 
solution. In addition, we believe that Tex Mex and KCS muat be peimittedj to increase their 
infrastructure in the Houston area ir. order to provide nvore efAcient aiui corapetitiive rail service fur 
our mfBc. 

61 

I, Michael L McClmtock. state utuicr penalty pf perjury tbat ihc foregoing isi true and correct. 
Funhex, I cenify tl\at I am qucUf ed to f.ls <.h;s statement on behalf of Ameripol Syi^l Coipoi-ation, 
executed on March, 17, i99g. 

Sincerely. 

M. L. McClintock 
Corporate TrofHc Manager 

\vnV MLM;ldr(80llVlLM WPD) 
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AXIS 
INTERNATIONAL 

Miirch 10.1998 
Mr. Vernon A. Williams, Secretary 
Surface Tcunspoitation Board 
Suite 700 
1925 K. Street N.W. 
Washington. DC. 20OO6 

Re; Financ*! Docket No 3276C (Sub-No. 21), Union Pacific Corp.. tt. al - Control & 
A/wger - Souihurn Pacific Had Corp.. et ai Ovtrsight Proceeding 

Dear Secretary Williams: ^ 

1 am wnting on behall of Axis Inte:natioaa! advise you of our support for neutral switching and 
neutral dispatching in Houston, as wcii is additional measures aimed at oblainuig e.Ticiency and 
capacity enhancements in Houston 

Axis International is a Housum-bascd NVOCC with primary trade lanes in Southeast Asia, tae F.ar 
Ra.ll, ajKl Australia. As such, much nf tho trcinht wc handle is moved via rail out of Houston to tlie 
West Coast However, tiC tml service cnsis i:i South Texas tos caused considerable diarupiion in 
the services Axis provides U) its custijoicrs. 

The Surface Transponaiion Uoaro C Board"} has rea)ynii=d i.'P's inability U3 solvr ita problsmj in 
the short term vwth its implancounon cf its Emergency Service Orders However, UP .annut 
predict when it will rrsumc nomai opCTaiicms, and our castomcrs will continue to sufTcr until J loug 
t£nn solution ti impieiTwaitcd 

Axis believes that the unplc.mjntauon nf ncutmi <witchiny ar.d neutral dispuuhing in Houston is 
csscn'jaltoalongtcrmsoluuoii [.i addition, competing railroads must bc permitted to incrca:ie their 
infrastrucmre in thc Ho aton area .n order to pxovule more efficient and competitive rail service. 

I, Peter Van Rttcu. stale under penalty of perjury that the foregoing is true and conect. Further. 1 , 
certify that I am qualified u> file this sUtcmcnt on behalf of Axis Intemational, executed this lOth 
day of March 1998. 

(» Sincerel 

peter Van P.r^tn 
President 
Axis Infcralional 

650 N. San Houslon PHwv t^st E-rrai'l asia§axlainU.ooin ^J^'KlV^ll i^V? 
Suite 520 Webt http://axiauiti.coin Fwl ^JJ^^O " s i 

Houston. T«XM 77080 Tott.Ffa.|S00.377.ia48 
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ROlBaiKOt^ 
^EaaMiihaiiMr 
'tafcHfl.acanso., 

Gwgt A. Anderson 

Miircn 10, |9t8 

ft«r Vamoft A. V\/llllaim. Smtary 
Ourfac* Thintpc.tatlen Bocrd 

1626KfitnMt, N W. 
i' VVlHhin0ton. DC 20006 

• W760(SubNo 21).UnionP«tafipCof» •(•I 
Control & M»r9«r - Southern Pgciflc Rail Corp. at •! OvcKsight Pr'ooaadirig 

^ DMrSmtaryVMIamt; 

I im wnting en tMhair of Barveo Products to tovia* you oT our tuaooit of T<̂ xa« LUvir.^ 

t m c ^ n g h ^ g ^ n ^ to Tjot M«t need to be i n ^ X ^ S L S S ^ ^ 
r ^ 2 S w ! ? r ^ ^ ^ P«miit»d to ir̂ ereMe their infmitructuw JTSU HoM4en I^ttiaT 
Tex Mex/KC€ can provide more effioent arxj corr.petMva rai torZ?!iZI 

J ^ l ^ ? i ^ . ? T " ' * »n*'nK.onal trade TOutoeautTi r i x f T ^ throuoi Muth Texas mti»t t» preaen/eo and permlttad to p^per '^•x^CS* 



F R O M ^ K C S O U T H E R N 

•urfaoe Trensportetlon Beard 
Mofch 16,1996 
PaoaTXra 

The etirrent rai aerviee crielt In south Texaa in monurMniai T h t , T 

•nd mat UP ̂ irtU no bngar attempt to p adict whan noimai twvica l̂li!! SlJm 

baiiwoe thaC tha implamantatton ot iha Tex MaK/KCS orooMed far \Zl!IL 

tti^iSSSlir^ ^ "we^^w tna impon»tca of enauilno 
pa oontinuad and expanding growth In trade throughout tha NAFTA ̂ f r5r r^ i2L i^ IS? 

î tS!S?TS;»ri;Tu.C'tô ^̂ ^ 
ewMuM on Memh i«. iSM •»w"wnt on oenair or ureeo Producte, 

Slnoeraly yours. 

Gao/oe ATAHderson 
Menegor. Suppiy I. Oiethbinion 

SI 
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VMyl eu(ta»ig Prwkicta Qmi^ 

CwtMlM CarpofMen 
P 0 e u 25S 
Skjipnur, IA 70804 

Mart:h 12.1996 

Mr. Vemon A. VSfilliama. Secretary 
Surface Tnvieponation Board 
Suite 700 
192SICStr«at,N.VS/. 
VWMrvgton. D.C. 20006 

Cerjai nTeedB 

It al, -"Controi 
Prqoaading 

you of our 
aa additional 

HMiSton. 

Re: Finwica Docket No. 32760 (Sub-No i l ) . Union Pacific Corp. 
& Marger - Southern Pacific Raii Corp., et a! Ovangm " 

Dear Secretary l/Vliliarra: 

I am wrttinfl on behalf of Certa»nTeed. Corporatiton. Sulphur. lA. to edvi. 
aupport for neutral tvMtehmg end neutral diepatehmg in Houeton, ae waH 
maaeuree eirtMd at obtaining eficiency and capacity enhancarr.enta in " 

CeneirTaed produces 450 million pound* ot poly vmyi chloride (PVC, pt̂ atice} per 
yMT, vMhich it ehlpped to 6 different CertainTeed locettoni: 

OrinnelLlA Jackeon, Ml McPhereon. KS. VWiw .̂TX 
Wllliameport, MO Soeiei Cirde. GA | 

VVe ship atxjut 2fi0 cara • yeer tc the Orlnnell plent, 375 to dna Jackson plant SSO >» 
ttie McPheraon plant, 275 to tne Waco plent. ^ 0 to the N/MUiamsport plafit end about 
450 to the Sociel Cirde. GA plant. Grinnel!, McPherson end Waco ere eeryieed by 
Union Pecific Dua to the location of theaj planta. tmcke ana not e viablej option for 
CertainTeed. I 

The plant employs ebout 75 peopie and haa an annual freight expenditure o# 
îpraximataty five million dollars. 

The rail service crisie in south Texee ts monumentel. The Surfeee T.-anspo(latk)n Board 
('Boards has rightfully recognized UP's inabyity to ioh/e tha problem, et leest in the 
ahort term, through the Board's implennentatian of ihetr Emergency ServM Orders, in 
fact evwi UP has recently admitted pobildy that its servica in south Te)f s ie not back 
to rormai and that the UP will no longer ettempt to predial «ihen normal Mhfice \Mlt 
return 
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Mr. Vemon A. Williams, Secretafy 
Surface Treneportation Board 
Marcn 11.1996 

Our company hae been and continue* to be hurt by UP* problem*. We r ^ more 
than a short i rm fix We need a long terni solution to the servica probleme in aouth 
T M S . CertainTeed bellaves the implementation of neutral ew^ino and neutral 
dtaaatchina in Houeton ie essential to a long term solution. In eddttJon. competing 
railroads rmiet be pennitted to rcreaae their Infrastnjcture in tha Houotort araa in order 
to provWe more effidant and competWve rail eervica for our traffic. j 

As a shipper wwhc ha* freight moving through Te)aB*, ^ also understand the 
importance of ensuring the continued end ei^ndlng Qro«*«h in trede Ihrpuohout the 
NAFTA comdor. importantly, we believe that ensuring the continuation of en effectiva 
competitiwe altemaova in south Texas is key to our success and the com̂ »atlt>ve 
sucMSS of the united Statae m NAFTA tredinq. Neutml switching, neutral diapaiching 
and pei "n ding competing railroads to inaaase tieir irfrastructure m footer these 
goels. 

I Nency C. Weese, state under penalty of pe<|ury that the foregoing is 
Further l certify thet I am qualified to file this «tatement on behalf of Cu. 
Corporation, V»iyl Building Products. Sulphur, LA executed on this day, 
March 12,1B9B 

CeralnTeed 
trije and correct. 

iTeed 
Thursday, 

Sincerely yours, 

Nancy C. Wease 
Traffic Manager 
CenainTeed Corporation 
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CTTQO Petroleum Corporation 
Tiuiiapoim.TiON ocMirrMfJiT 

P.Q Boa 40 
Tulsa, Oktaltoma 74102 

March 18.199g 

Mr. Vemon A. WilliamA, Seactary 
Sui&cc Transportatioa Board 
Suite 700 
1925 K Street. N W 
Washioftoa D. C. 20006 

Rr: Fioancc DocJtet No j2760 <Sub-No. 21), Jaion Padfic Corp.. ct aL - Control &. 
Merger • Southem Paafic Rail Corp., ct al. Ovcriight Proceoding 

Dear Mr. Williams: 

I am wnting on bcbail" of CITOO PETROLEUM CorpoiatioD, to advise you of 
our support for oeuoai ffwitchin^i uid neutral diapistufai in Ilntistoti, TX. Aa well as 
additiotutl coeaaures auoed at obtaiiung cf!!cicncy uad cspadcy enhancemeais in Housx». 

As the Corporate rxansportaoioa Operaaos? Maoagei fbr CITGO Petroleum 
Corparodoo, I am responsbie tbr the cootdinahoB aod atxaogeneota ibr car 
stdpmaiis for CITGO. CITGO Petroleum Coiponnioc is a docDes&c petroleum to ĵoia^ 
mnrkfffing, aed transportatton company wrtb 5,000 employees, 6 major manufacturing 
facdiitus, ownership in S2 product termmals aoa a supplier of motor iuel̂  to more that 
13,000 independart CITGO branded outlets. CTTGO'S largeat refinery 'n locaiad near die 
Houston area in We$t Lake Ckaries, LA Secunng compedtve tail service is to 
our ability u efiicctrvclx service our cusiomen ai well as deyeiop oewaoarkef 
opportunities. 

Our company has been and coctitrafs to be hurt by CP's service psobleas. We 
need more than a short term fix. We need a long term solution to the service problama in 
soutb Texas. I strongly urge the STB to iiî  all service restncticns on the Tex Mex, ghring 
It full local ikcrvtcc acceas in the grcstcr Hnuston area on a permanent besia. FuU accoat 
weuld provide for a viable tbird nil competitor m Houstoa that oould coiuca with ottxr 
carriers tn Beaumom, mdudin̂  tbe Ucion Paa£c, BNSF, and Tbe Kaasas City Souttunx. 
CoiTipetiag railroads rmst be pemitted to maease -hrir iafir&snuctizre is the Houston area 
is order to proviiic more cfficiau aad compeiitLvc rail service for our tra£&c. 

SI 



r » * < . i t t . i - ^ j U j . i - j r t - . . i . I C O . « . . i u r . . ^ r . r u . x . ^ . c ^ , . ^ 1 5 / 2 7 

Page 2 

Aa a rail shipper currently into Mcsdco, we understand the importauce of ensuojig 
the continued md expanding growth in trade throughout the NAFTA cooridor. 
baporcaaxly. we believe thai eosurmc the oontinuBCon of an gflBxtive competidve 
altematlv* is south Texas u key to our success and the coopetttivB succesa ofihe United 
States is NAFTA tradmg. Nsurra; switching, neutral dispaidaag and pcnnxiting 
conqxiisg railroads to nscrcaac their io^utmsmre will foster these goala. 

I, Tony Benway. state under penalty of peijury that the foregoing ia true and 
conwt. Further, 1 certify that I am qualified to file this statement oo beialf of CTTGO 
Pefroleum corporation, enenijted on March 18, 1998. 

Tony Benway 
Corporate Trsxtsportatton Operationa Manager 

<» 
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12450 Greenspoint Oriva. Suite 1260 
Houator, Texas 77060-1916 

(261) 874-2102 FAX (281) 874-2107 

February 18, 1998 

NAFT.̂  Railway 
501 Crawfc*.4, Roon-, 
HoU3-on, TX 77002-2192 

Gentlemen: 

Please, please, piease, pleaae gee 
HousCiT. anst.^-er Class I r a i l competitor, 

Very truly yours,^ 

cJL/lM 
John R. Parten 
President 

/ vc 
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MJ«-t9-l*W l45-« 

•713 235 6idM f.ea/B3 

March 19,199« 

Sofftee Traoaportatlon Doard 
SukeTOO 
1925 K Street, N.W 
VtMimgtOA. D C. 20006 

Be: Masiar - BauUierB 9*ttfit RaB Corp.. ft tL 

DewSecrtUeyWaiiarBa. 
^,«iicfL to advise you of our aupport tof iwutnl 

is the ratioa'a laî e^ pnv«ely-haid ' ^ ^ ^ ' ^ ^ ^ ^ ' ^ ^ ^ 

: S ^ c t f t h « volume «Sgie|Wng on L n ^ J ^ ^ 

•rTequipped only to recova sh»pn-o» via rtu 

an opdon. T*.««*i«r«aon Board 

ooriwi wd thai UP w i n « « i O T i - -
u^u.-KufP'iorohlao« Wa need moie thaa a 

l , , . ^ h M b < « « d c o a t - u - a t o b e h ^ ^ 
WeneedatongtertrnwlutioetD^^ 

uoustoo »a aaaeĴ f *• ̂  • io«\^« _̂  ̂  ,ti« Houston area m ocdei lo 
tfl Incieaaa t*-" infiraitructura «the noun̂ n 

pe,Tn»tt*J to - to, our iraflte. 
yBdmA and eompafitiv* rau ^ 

96 



r»5R-19-1998 i4s4« HJNTSMW TfWFFlC 
713 335 beea p.vyvo 

.ae^ttveinsouthT-xasiaj^our^*^^ 
staiee klKAFTA trading. Neut™! switchfafc " ^ ^ J J ^ - S i r i i k ^ ^ 
c«i,,.deg riilixieda to mcrtM»e d>dr i i ^ ^ 

I,D.vidParkii.ata«uadcrpe^of5«im^ 

p»»th«, 1 oirtiî  Ihet I am qualiW to tte «hu stataeiw* ei» b e i w r o r K ^ ^ 

on March 19.199». 
Siaoanlyyaun. 

OevidPv^ 
i)ijeGte(̂ Ti«nipartation * U>gistic« 

96r6-6Zi:ai 
TorrflL p. 03 



M U N T B M A M 

Mart:fa20. 199S 

Mr. VtfinaA. Wi&iems 
Suribiae TreaepoitatioB Board 
Suite 700 
1923 K Street, N.W 
WaAinfttxw D.C. 20006 

Be: rtoeace Docket Ne. 3rW (Sab-Na. 21), Union Peeifk Csrp,« el at *- Coetrol 
4k Marfcr- Southen Pacsfk BaO Cerp^ tt $L Ovarslflit Proceedieg 

^ Deer Secretary WtUIams 

I aLi writing on bdolf of Huntamaa Corporidoa, to adviae you of our wpport fcr neuoal 
smteleiig ami neutrel dispalchmg in Houston, aa u aoditioeal i n ^ ^ 
obieiidng afBcieney and capacity enhancements in Houston. 

I Hufitaeun is the rutfion'slsrycatprr/at*)y-h«id chemical cooipart̂  
eeeeedinf S5 bUiion We a^amty ahip in aeceasofthrerbiifioepouflda par year vie rail, 
wttfi 30H of that vohima oriyjiating on Unioo Padflo lima. Our awuel rail fteight budgie 
(iodudlng approKimateiy $0 can/mo to Mcadoo) aeceeda $60 miUioo. Many of our 
cuetooere are equipped only to ncnyt. ahipiMnta via rati where tfuoki and bdfVM not 
•n opoob' 

Tha rail service eriaia in south Ta<as in monufflentaL The Surlaoe Tranaportation Board 
C^>rO )tM riglttftiBy recoBmaed UP's inability to solve the proMam. at laeit inthe 
ahort ternv through the Board's Mplainentation of ita EmagRneySir«^Orii^ InStcU 
even UP hea recently edmitied pubKdy ĉ ai iu airvice in south Teas ia not beok to 
normal and that UF wiD 00 loader attempt to pradict when normal aerviee witt 

Huitfimed haa beea and continues to be hurt by UP'tprofalams- We need mere than a 
short term fix. We need s bog tarm solution to the cervice proUams in aootfa Texaa. 
Huntaman bdwvea diet the iraplemaatation of neutral swiaeiiiiig end fieuiral diipetching in 
Fkauaton ia fTftfTin' to a loag term solvauon In addition, eompeting ftilroada ntnt be 

' p«mutt«d to iaaraaa* thair infrastfueture m tiM Houston area lit order to prô da mora 
dBuiant and oompetitrve rail savica for our traffic 

As a Taxea shipper of ebemtcais and plastic*, wc also understand tha inportanea of 
ensuring tbc conhtrued and expanding growth in trade throughout the NAFTA corridor. 

î f̂ ^̂  ,y Importantly, we believe diat ensuring tbe cootinuafloa of JI eflbcrive coapcotive 

HUNTSMAN COIPORXnON i 
3040 Pate 0«k Boulenî  • Houron. Teat771}% • 7J3.1i3-6000 • F« ri5-a35-<4l6 
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HUNTJURH TRfiFFiC 713 Z3S aaaa p.as/es 

aheniBth/e in aouth T«cas ta key to our suceeaa aad the oon^etitive aueceaa ofthe United 
Statae in NAFTA tredbig. K«Mrd f̂ vitchliî  n«utj«i dispateiilitg and pennittirig 
eompeting railroads to increase their iafrsstructura will fostar tbeaa goals. 

I, David Peildn. gtata unoer pfoaity of pcqury that the frregoina tstnie tnd oorrect 
Bffthv* I certify that I am qualified to Sie thia $taieoit.:« on balMtf ofHtieiaaen. cseeuied 
OB March 20.199S 

SlncMtiy yourt, 

DcvidParido 

XH»e6tor*Tr«n0portetion U « sties 

DP/c^ 
e :/lo/r^stbkca 3-20.dee 

1GTRL P.e3 

Ndihinos iii3 stiSNy> 
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UllOCIHE iNDUSmES INC 

l«t)$iv79IIC 

March 16,1991 

Mr. Vemon A. Williams, Scenstary 
Sw ôe Tnmapomtfioo Board 
Suite 70C 
1925 K Street, N W. 
Wasfaiagpn, D. C. 20OO6 

Re-

Dear deuctan' WilLacu 

Fiatnce Docket No 3260 (Sub-No. 21), UnsonMcific 
Onp.. ct ai. - Control A Marger - Soiifhem Pacific Kail 
Corp., et aL Overgilt Proceeding 

I am wnttng on b^alt ol LaROCha lodosnici Lie., to advise yoa of mir Bupfxtft of Tcncait 
Moueaa Railway Conpany g fleK MesO V>i JLawa City Southern Railway 
Company's proposed plan for the Houstoa area. SpectfieaSy. leKnctie laduaclei inc. 
sopportB ncacm:̂  ifwitcfaiag aod aetnni dupatching m Hmutoe. as ««11 es additional 
measures aimwi si obuujur.g ef&dency and â >acity mhaooemepts in Houston 

Our company is a shtppri nf freight ta£Gc into Houston and Mexicu from vanous 
geographic regions. V> jivs major piaoti located in Louiaaca, Miaaouri, Alabama, 
Uilh aatf .limoia, and have ihipijod u many ts 75 oars, p«r month unn Vfamco. We tiup 
over n.000 eer loads, per year and use aU die major reil carnen. We ctureDtly do not 
have thc option to use Tex N!o(/KCS on soroe of our ihtpmonts inlo Housieo ur Mcuce. 
rlOTve ver, J ttae Tcx Mox/KCS plan is adnjneĉ  Ky the STB. wc wntlld use their aorvioi 
moie. Wa have »OTS» ilripaKBtt sjoving fiom luwiaiana to MeiiGO mnvion via KCS-
Bmom - Tei Nkx through Laredo tnd servioe hes been v«ry gpod. 

Tbe cutreot rail service cnsU in soutL Texas is moaunDcmal. Tbe Board hes ngbtttety 
recogoiaid UT's inAbll1t> k) aolve pioblcâ , at leant in the riurt turm, through the 
Bond's ioipleinentatio& of their Eraergeacy Service Ordera In fi^t, eves UP haa 
ntoentiy admitted publieiy thet ita sonooa in lovih i«ea iinox baaktonxû al aodtbe UP 
M'lii no \tjtt§fii ottscopt lo predict when r(STm£ service will lettutt. 

Our company las been aoa -xsitiouc& to bc huti by Ur's pvobUms. We nMd cnoct ^aa n 
ehon tetDi fisi Wc twad a U>na texaa solution to toe service probUau iit south Texas 
LaRococ Ifidnstnes inc. beiinvee that tbe implanauation ofthe Tex Mex/lUJS propoaed 
p ^ fbr louti) Tcjuia, whiĉ  u.<:!ud*3 oeutnal swilching anrt neutral dlspstcfajog in 

2C -d 
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Houston, is «a«Miti«4 m a lone term loUiios. In additioo. we beUeve that coinpetiDg 
raiiroada, such at Tex Mez and KCS, imiit bc penniued to taaveetcibalr lafrMkUiKtim ia. 
the Houston am iii ordsr to previde naoM sfBrient and cfloopnlttve tail service for our 
traffic 
At a shipper, wealso uaiet»tiDdtaciicpoctaoccoffaauringthccoorinuedaiideatî ^ 
1^0^ ut trade du<)u«heut the NAFTA conidor. ixapQdaatty, wv believe thei 
the fvn̂ m'ff̂ f*' of an eSiit;ti\« competitive altacnaovc b south Texaa is key to our 
weoess aad the oorapehdve xuucas of die Uoitad Stale* ic NAFTA tie&g. TheTex-
Mrx/KCS propwed plar '»ill fostar these goals. 

I, DevQ W. DeVore, stale under pnuiity nf oequry that ths ftregoing is true end conect 
Furthar, I certify that I am qtialiAed to file this stctemeoi on behalf of LaRoche ladusines 
Inc, eaecuted on Match 16,199t 

!̂ «ncetcly. 

Dean W. DeVore 
Ma&agCT Tr»m!«j>o(tetien 

m 
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•C If it tiA* 

(.,. ;'il;32i-.S*8r, 

Msrcn 20,' 9W! 

Mr vemon A. Will emi.Stc-Mry 
SufTsce T-anspcruition eosx 
SUttt 700 
l iMK»tf« i i - V/ 
wasftinoion oc jocoe 

RE; 

•ear 5»cf«.ry Wi«i.m. ^̂ ^̂ ^̂  

vital to OUf Opf8tSor.6 ^ 

However t.. 'ac. irr tn.rs nc nexrai isoa'cn.g ^ - ^ J J ^ ' r ^ S ; ^ " ^ ; ^ 

. S I S m ir. Houston sre* ^ j ' ^ J j ; S v ^ S - ^ m - ^ ^ ' ^ T i ? ' s , 

^̂ ^̂ ^̂ ^̂ ^ 

xs^-^:B:dr3rx:!r.s:t.:s::.z-.'!i«~. 
MtK'Kca iTiuB. oc HO Mf\oi rer our TBTI; 



Kt; TROUTMAN SANDERS;« 4 

As a Ttxai pmroiium lu&ncatinc sriipoer, i \Q undsrstana tha importanoi or ansurtng ine 
continjoa «nd epipimd'ng growtr T traoe tnroucHo-t tf.e NAFTA coTiOar irnooiirmy, «ve Otiisva tnat 
•nsMflng tfie conl ri.̂ tion of ar effeci/e compstltivs si'.imBtlvs n soutfi Texas 1"= c.«>y to Olir luoeass and 
the cwmpsi'tlvt success o' the uried iu.es in NAF'̂ A tic.ng, Neutral swtcning, i-%mral flllpatcflinfl 
•nd permtting ccn letir; DIL-̂ OKIS to incrtsss trsir irfirruaure w ii roster tnesa goais. 

• ' n w e l / yoors, / 

Msnsgtr 
i-fJlVgrscr 
'ninsponaiicn & Base O.I *ijrcfstSS 



SifVtjtP 

He..* *•>«'... ?»Si: 
"*c«vv.i'c 7 .i>Sii.4"" 

Vsrch20, 'tee 

M'. Vsmon A, wi.ioms, $scfr.afy 
Surfsca Trsnipcnation Sosrc 
8ult« 700 
1825 K Street, h w 
Wash ngton, DC 2UQ06 

Re: '•ifianci oowst NO S;.TOC ;8U»NC 21;, 'jnm "acre cat?., et at. - Corarct & Wsroar -
Soultiartt Pscifc f̂ iii ca.-p. n si o^ersign Proceeoirig 

Daar tacratary Whiams 

1 am wrung cn Oinitf of wyonjaii-Citco f«aflring ccncany LW (LCR), to idviac you cf owr aupport for 
ntutrsi swncninc aro lautrai cispatcn'ne ir lotsion, as wei; as astfrtijonal .Tiawuna slmsd r oblalninQ 
anciaftcy arc capa;i.y sr̂ nancennsrs in nousion * 

LC* J.11D6 2*,C00 ana ZTCOO flaio- .'M.ICS S contain.-g peirclecm <utrcalina p'-«iueis ai> over \hm 
umtaa Ststas arte N'awco 

Ttie rs-i ssiMca cn:iis m sour ^axas t Tionjium*;. 'ne «,irfa:e Transoonaiion Bo»ra rscm^ rm 
iCWwi y raccjnisaii - F I msonny to so've me proper at ie;»i In tht sroft tenr, thr9i«n tha Board's 
l-npiaifimatior of nair enargeroy aarvica Ctie-s r raa ê en UP h» rwantiy aamUad put;(1olr thst 
Its senice n soot̂  Texas it ret tice to norrrai anc thst uf rc longer attefrpt te Uon 
normal ser̂ îce wni atum 

O J ' corrpany nas c«en gn̂  cent r.es to Oa huT oy UP's p-oOlefrs, Wa lowJ more than a short ferw fix 
we reeo a .ong •.ar-n soiitiC is tra aarvica srct)^^ m south Tewa tect boi.evea tnat the 
innpieTeriaiign or naj;r8̂  swwihg ara niutra, Olspetc-ng in loueton 3 essential to a iong term 
lOlulior.. in aaoiUOn, COrrpatrg rsnroaas rrLs: it permi-.tt-d tc Mcrease their infrastructure In tha 
Houror araa 11 crca' tc provitia rr ore #tnti»i«r »nc coTpetltlŷ ! ra 1 setvice our traffle. 

As a "exas p*tro:eum ucncat.ng :ii sncper v̂e aiso unoffatanc tna Imporuroa 01 ena-jring me 
usnt r:.ea ano expiinaing ĝ ytr.p 'r -.raaa iro^gnou. tne WTA corioof. impooanOy we t» le/e tnai 
answrirg ira contnust cn at in ereai -̂ e crr^titive aternativa sojtn Texea la Key to our success anc 

^"'̂ '̂  ' "̂ O'̂ f̂i '^•J'f" swi«nir«, rautrsi diipaicning 
and perrniU'ig ;:npiiing raiirja:s 10 ircreas* tnei' infrae:,-wcij"e wii, foatar ihaaa goals. 

•iiivorsor 
Waragar, '-anapoi'aiton a ease c . P.rtnasei 
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Reagent Chemical & Research, Inc, 
1 soo POST OAK BJ.VO •SO TF.eSO • HOUSTON. TEXAS 77088 

OfFtCK (713)826-1943 - FAX (713) 868 0951 

tl<—»1« I mi 

March 18.1998 

'ho HonaaCile Ve'non A. Wiliiams 
Secretary 
Surface Transport'ilion Board 
1925 K Streei, N W 
Washington. 0 C 20006 

Re: Finance Docket No 02760 (Sub-No 21), Union Pacific Corp . et al 
- Control«. Merger - Southern Padfic Rail Corp.. et al Oversight 
Proceeding 

Dear Secretary Williams. 

I am writing cr beha f o? Reagent Chemical to advise you of our aupport ct 
a proposal that calls for neutral switching and nautraJ dispatching In Houaton, es 
wall as additional measures ai nod at obtaining efflclBr«;y end capacity 
enharx»mertts in Houston. 

Reagent Chomlcal s tho largest marketer of Hydrochiortc Acid (HCL) in 
the UnKed Stataa Wo operate the largest private fleet of rubber lined tank cars 
and tank trailers The predominance of our p'oduction is m the Gulf Coast and 
60% of our customers are tocatod in the Weatern United States We ship 
approximalely 5,000 carloads aid 8,000 t.'-uckloads of MCL annually in all areas 
of the counfy 

The raJ service cnsts in the Guff Coast is monumental. The Surface 
Transportation Board (STB) has rightfully recognized the Union Pacific's (UP) 
inal>ility to solve the service proolem. at least in tho shon term, and implemented 
their Emergency Sen/ice orders. In fact, the UP even recently admitted publicly 
that its service in the Gu'f Coast is not back to normal and they will no longer 
attempt to predict when nonnal sen/ice will return. 

Our company has been and continues to be hurt by uP's problems. We 
need more than a short \errr\ fix Wa need a long-term solution to lhe eenrice 
problems m the Gulf Coast Reagent Chemical believes that the impiementaUon 
of neutral s-vvitch.ing and neutral d spafching in Houston is essorilial to a long-tem 
solution In aadition, comoeting ra.lroads must be permtted to increase their 
infrastructure in the Houaton area in order to provide mora efficient and 
competitive rail service for our faffic 

80'd lOO'as IQUl ' .b i lZ abW 9616-6^^:0! Na3Hin3S Ail!) SbSNbX 
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Mr Vemon A. WlWams 
March 18.1996 
Pago Two 

Reagent ChAmlcai has always been a staunch supporter of incriMsed rail 
competition in el! areas of tne United States, but particuleny along the Giilf 
Coast. Competition is the one factor that forces entities to perform at their 
highest level of competence Less or no competition allows companies to 
prrvide whatever service they want st whatever they wars to charga their 
customers, with Utile or no recourse by thoae customers. 

I, Edwin E. Vigneaux, state under penalty of perjury that the foregoing is 
true and correct. Furthicr I certify thai I am Qualified to file this statement on 
tsehalf of Reagent Chemical executed on March 11. 1998. 

Sincerely, 

Edwin E. Vigneaux 
Traffic Manager 

60"d TOO'ON ZC-.iLl 86.(LZ b̂W 96^6-6^^:aI Na3HinaS AilD SbSNb)t 
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BtrofXiTm 

SlAU'ACfi IKANSPOHTATICW BOABJ) 
f 

WASHINGTON'. D.C. 

nHANCEDOCmMO 3̂ 760 (SUBNO. 21) 
UMOti PACIFIC COU.. HT AL 

• f fftSTT"' * Mitarree - RntfTHEMi P A O U C RAIL CORP- ET AL 
QfVIRSlOlfr PHOCODtlO 

#1 

IB511MONV OF fiHBLL OIL COMPAHY AND 
SHELL CHEMICAL COMI|ANY 

fiUU CM Cavaay Mdte SIMU Ownkal Ĉ B|»aay *lBa ee^a^ 

Ceaqaev* OMialgete joeatv fî Md ta aa ""aMin )i<i>^ 

y^pî eaaiieytlwTBiai ileiiiw iiihiiyCaiaH^y nW-Mâ aad̂ M Kaeat*City 1 

lUihMy G a ^ y CKCS) to ad«w iiU aarvtce la tte HtouaaoB ana. fteu ta « e ^ ^ 

M K taiar «te euriat ITB Beaiieiv Otdii b ae •oaopt flrii«eM aaav ofite 

ll i_iJlu.._L^uUlBaiitiilii •aiiiwi riTT a il|iartyiilart) iittiilltTTi^ir^*'r' 

i ShflB't abflity to flHetdtf iwidi of «ur I 

r aan Isadhthne leedMa B1 

11^ iv̂ uinrf ateieeuM c£ nbtfHelaDr aaat 1 

•II Mui«y rrfntiirnn—I— 

avp|ypiet>laMaBaaKifaiaaeQ^ i m « StaUfibaplia|̂  

niiafjfratb.Tlt'innipp^'^^"-'' ^|--a«.>fcy^..CTn«i.«..A-»»4u.- |1 i n > af tt* 

plaa p« fiadk br tha TK-MaBi/KCI. oaMfc 

teteataatair 

UP ipaavMif 

£0'd lOO'ON 8S:9T 8 6 . b t i W 
1 

96T6-62Z:a: Na3HinOS . U i : SbSNti)! 
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1. Tba gtVBiBf of pmwMH risht* te tha TM^IaK CD iM«a H B U M 

' ' rnr tiy Ha tw tmt r M afflnrri aii lanrnttir r|-iref inai-t It wfll aiao piwida 

a vtabia aaakeet<eahaaa,eitaBnB|tlacQayeaiv»<evnqBBMaa.a 

I aa Hnuttaa. TVaas ara ate caeniaKlvMiiM aaah efeer aMlo^ 
i 

if>^.Maa(lMbB<a«teV9t01ttfdMll^'rvMMiHaBAc«ariM4. _ 

T niMaiiTi I I I I ll i T ' i n i r t " - - l Tf^^"-iir-!•• •- ih-' ' -•• u^t- f— 

itnm 7 ftrm ernnr-flniiner. - T-^^' -i —'--^'iif-T ry-'--^ 
i 

3. lMrti^|ttee«ajbli*BMefM«tBldiapatcdb^ 

branenkaLTkb«oeMk)dlBtov«y«kMtcrfl^ftfAabaBMU^8^fS^ 

OB Pacdk Hoaacaa to Baaiaees iiaa. Ifttaaa prneaaaetaar 

i4DaMipwwMertaWii.ewtawat*«<M«aiiinii^oft|*iaaagMka^ 

I to itba Ta)t44Ba Mwhid tie vuoBHiy aafridenl 

4. OrdailaiilMievQtviAeMsMiioflBpMBMBtaaaumI flN ÎUB| 4J|MI'ltkV tkjft Will MfviCB It 
' i 

1 ana ai a pisfldeak pftwifai a|MB«ii« f«l aaraoata 

Itaeiflo tail Baa ABOB latfM Ta-llaK ofthe abeadflaad i 

ID Vkeana, aioae A ooMMaoM at b«tb «d^. to| 

roved eackaev far Ta»-Me« mgw—la hatwaei ItoKi^ aad CmpM c^rieti/tabtapaa^ T X 

ifapfhialai a dî leiaaiiB 

9616-62^:01 NaBHinCS A i K i SttSNd> 
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r^aa qua Uiat llafl, naiealei niili ifi i1iairiTnillii-ir^'*T—***f*'— 

III ttwii III nlll— irB railT—-'•^-^ ty.;-*^ «-iy i*^ 

nk B Mtaae (bl paidsi toMftar ta 4 

Shea kaateiM «leaaBHrily atio^ laMa pQaaaa OB tinaa jBMan. ll ia 

awctl>BMadbc#oBr<watoMara<MHiebawaae«Be» imiiiiaiwiaadagtterty ayaiaiiiltaa 
I 

iaee«qakftriteaKMeiBaBic#OBrpfeteu. l i i i IMM eot baea tbcMoivtiMpaai 

I" tll iiaaiemr i'*"'- SMllMweai<»yia<>nirfia«faiMTitt<iî  

I au( Louioaoa pMU not esNedaraagi MeuBoate 

ihaufiMl tte*l4aiMa 

IM aa ioiipartaet ooobihiAoe 10 teeObM te a4taaa tfM koi teoBi aaada 

SHELL CHEMICAL COI^ANY 
for itNir Mid aa ivce ftr ftaa Oil 

tatOOea tai24d3 
Toaa 77293 
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March 20.1998 

Mr. Vemon A. >̂ ilIiaiR3 
Secretery 
Surface Trttnsportation Board 
Suite 700 
192S K Street N W. 
Waahlngton. DC 20006 

Re: Finance Docket No. 32760 f.Sul>-No. 21). Uni(m Pacific Corp, ef al - Conlrol (& Merger -
Southern Pacifu. Rail Corp., et al. Owrsighi Frocteeding 

Dear Secretary Williams 

I am writing on bdialf of Solvay Polymers. Inc. to aJvisc the STB of our support for neutral 
awitching and dispatching in the Houston awa. as well as additional long icnn measures aimed at 
improving thc flow of rail traffic ia and around Houston. Thc Tcx Mc* and Kanaaa City Southem 
Railway Companies' recently propo«e<» plan oflers t*-'* opportunity and ahould bc impleriiented in 
some fonn. 

Solvay Polymer* is a wholly-owned aubiridiary of Solvay America. Inc, and a member ofthe 
worldwide Solvay group of companies. Our company manufacturers 7 billion pounda of high density 
polyethylene fllDPE) and polypropylene (PP) plusitic resin annually ai our Deer Park, TX 
roannfacturinB faeility. Oar pruwipai means ot product distribution is by miicar. Wc operate a fleet of 
more than 2700 pnvatciy owned coveted hoppc: railcan. .Since IOC/, oi our plant's production is 
loaded inui railcan. we are ̂ k'̂ Jlly dcpcnd»:m upon ruil service lo suswm our manufactohng op«»af.ooa 
and to meet our L; itomer's supply n».od8. Wc make more than 13.000 rati shipments annually to more 
than 900 plasties processors located in every state. Canada and Mexico Our succcas, and our 
cuswrneri' continued operation, depends upon reliable rail service. 

We have paticndy worked with each of the nulroads, as wdl as through our trade aaaociationa 
and with the STB, aod have allowed raore than ample dme to resolve th*se problema which stem fim 
the aP-SP mil mcrgw. Now it is bmc for the b 1H to exercise its merger oversight nOhority by taking 
action which wUl allow more competition, neutral switching fcr all carriers and stimulate the nueded 
invesuncnt in rail infra-ttrucrure in the Houston ar«. Wc strongly believe that those throe are essential 
dcmems of any long term solulicn 

f f d IOC 5\ 50:^1 B6.cC Hdh Nd^hiOUS AIID SbSNb)! 
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Solvay Polyn^ continues 10 experience addit.orxi costsin oxc«s of $100,000 per month as a 
soivay rajym«r» wniuii*- . ,„ a|i efforts tukcn tO date, rail service 

direct rê ilt ofthe cunent mil ^ J ^ ^ Z l ^ ^ ^ ^ ' l Z ^ ' ^ Z solutimt,. m,t mote b « u i ^ . or empty 
continues U> detenoraie. We need actions teaoing lo tcit^ 
proisiiica of recovery. 

AS a Texas plastics shipper *e uivderstaad tbr importance of erjuring the continued and 
AS a I exas piasiKs KAP I A .-.omdor Haviiig effocUve and compcttttve 

expanding growth in trade •hroughout L̂ IC NAF 1A ''*'"'"°'-^,7L,.*^ ^ 
auwnaiivea in soutn Texas is key to our compelitivcncss m NAR A trade 

I. Mike Schemt. state that the foregoing is tnic und comxt. f - J ^ ' ' «^ 
to file til. statcmcm on behalf otbolvay Polyrrers. Inc . executed on March 20,149«. 

Sincerely yours. 

Mike Schenn 
Director of t ogistics and Cusiomer Service 
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Mwch 18, 1896 

V«ca C»rp«ntio« 
One Amonowi LMI* 
OmMnmii. CTOaS?! 2S)* 
(XU) S93.3aak 
(»3) S!l7-2rM Ml 

JMB G. emun 

The Horwraoie Vemon A. Wilitms 
Secretery 
Surfeee Trensportabon Ooero 
1925 K Street. NW. Room 71" 
Weahlnoton. TiG 20423 

RE. Ex Parte Mo 573, Rvn Servee m tfm tVbsfem U/vfecf Sfetea 
Servioe 0/tier No. 1618, Jo//i/ HBtttior, for Service Onier 

Deer Secretery Williams: 

I am fiiino tr>ia letter in resp j.nsa to me Surface Transportation Board's January 14 recuest m the 
referertued zanos tnet Khippera fila infonnsiion on "requeata for service end the extent tc ¥/tmit those 
servKe raquaats were mat (e g , trie timelmeaa with whicti cara were placed for londtng and the 
timeliness witn w^oh tianbporteMion WM completed)' covaring the four month period ending 
Pebruery 6. IdflS. 

The service evailab e to my comp i y has not kntjroved aignificently since lest Octobw end remaina 
far mora erratic arv3 unrei able than serv.ce aveilabie trom Union Pecific Railroad ('UP") and 
Burflngton Nortnem Santa Fe Ra >wey Compeny (BNSf ) during th« Ootobar 1998 to Faboiary 1997 
penod Therefore. I ;̂ r9e tna STB to Kaap ts amargency service order in piece for as ior\g us 
poaaiblo ano to make altcmatit/e perrrarait amuMiennents to rwieve the service failum on UP irKl 
BNSF. 

My company, Wrtco Corporatior\ shipk from Wi« foltowing faallties iocated cn itnea of UP and BNSF 

Locuori PBit>aO &arv>r>9 tnat Locetion 

1. Houaton 
2. Tafl. LA 
3 Gretna LA 
4. Mepieton IL 

UP 
UP 
UF 
UP 

Smce October 1997. my company naa sufTcred substannei delaya in obtaining rau cera for loading 
"̂ nd unloading a.'̂ .d in daivenng shipm(>ntk wnen utirm UP or Bfi&P seivice. 

(continuad) 
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THe rtoooraele Vemon A. WTSems 
Surlace Trensportetlon Boerd 
Mwch 18.1998 
Page 2. 

A summary of our expeitence, shipping from UP and 6NSF*aerved fedlrtiea, ta ec foHowa; 

Pttivenea - Qctober 1997 

Approximate % oif delivenes conparable to 10/96 9d% 
Approtdmete % or delK ênes one or two daya iate: 15% 
Appixwimets % of deiivenea tnree or four aays lete 20% 
Approximate % of deljvertea f ve to 10 dey» iate: 40% 
Approximete % of dalKwrtas moî a then 10 deya lets 2b% 

Q^miimM • January 199B 

Aporuadmetely % ot deiivehea comoarabla to 2;Q7 95% 
Apprexinnate % ot etetivenes cnr or two oaya late: S% 
Approxir ate % of dettvanas tnree or fou' days iata: 25% 
Approximate % ot detiveriaft fiva to 10 days lete: 56% 
Approximete % of deUveries more tfian 10 days late. 15% 

As you can see, detaya by UP «xi Br<iSF m riHing car oniais and in deHvering my company's 
ftiipmentfi have not been significamty reducec! natwvaen Oetober 1997 and januery ^998, and 
remam signrficant y worse than djnng tne ccrrpa'aeia panod m the pnor yaar Accordingly witco 
Corporation urges the ST& to taxs mom aggreskiva steps to rernedv the ongoing aetvica piot>k>ms, 
mauQmQ, at a minimum, axtending tne currant service ortjef until a more permar»nt solution can t>e 
obtained. 

The Boerd also needs to allow KCS and Ten Mw a mors soM footing from wfiich to help resolve the 
soutn Texas prootem by enforung neutral switcning and dispatch in tha Houaton termsieJ eraa isnd 
allowing KCS and Tex Mex bia opportunity to contitK taalitias which any maroad neada to openale 
effioenfy For montna. UP altoyved tts proolams m Tanas to yrow until gridioan oocurred. The 
Boerd's Emergency Service Order heipea some, but very significeni problems rennalr. ea ahowr, 
above UP and BNSF since neve iomed In auch actx>ns ea aasotving the Houaton Bed mm Terminal 
RBihMay. bJt prooiems perwet nonotholttss. ft thereTore u» otwtous thai UP cannot, either b-̂  itaatf or 
with its matn collaborator BNSF. soive the south Texas problem Acccrdingty, t believe thet it Is 
esaantial that the Board taita steps to enforce reutral diapetehing and awitching m Houslon and 
allow Tex Max and KCS the opponunlty to own end ccntroi facilities (Unes afid yards) In Houston end 
south Texas in order to hava a soxfl t>aao from wtuch to contribute to correcting what UP etwl BNSF 
together tieve not t>ean abla to rasoiva 
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CITY OF \ lOUSTON 
Post Offica Box 1562 Hou^c^ T r ' ' 

"« ' "«on, T jua, 77:^51-1562 

U a P. Brown. Mnyc»' 

February 18, 1998 

The Honorabit Ve.Ton A. Wil'iams 
Secretary 
Surface Transportatinn Beard 
Washingtcn DC 20423 

RE: STB Sarviee Order No. ?518 
Joint Petitjsn ter SarvSce Order 

5TB Ex Parte No. 573 
Rail Service ,n the Western United States 

Ct?ar Sscretar/ kVillians: 

be Taken b^ the Surface Transportaton Board iSTB) to s.lev.ats the profcla'r.s currentlv 

Follow np aTe s^r^r ^^ ^ ' ' ^ ^ ' - ^ 
rojiovving are soma o' t.he issues tha: mas: be addrecfied: I 

Stopped trai.TS tlockinfl Intersecncns for long perkxia of f-ne - Bs^idea t:ie gt^/,ou j 
TTaTLc ccngfeET.or, hcr/e ned vanojs report c* -hi'drer climbing ovi r cr under! 

f n \ ? r ^ L / ' ' ? ^ " ' ^^^ ' ' ^a t - e i r s fclockingl 
tnter^ectjons fc.^ long f t r iocs of : me have alsc became much tr.ore cf c problem 

Gridlock 01 Union Pacific tndns ceusing ecooorrac proDtems - Thc inabilrty of; 
union Pacifk to rr.crve the.^ u^inj throush Hcustcn ,n a r^eiy manner has caused! 
sigafica.nt aconc.Ti.a ;c5se« to lc:8l bL3ineM»«. Aiso, th.are l̂ ave bean difficulties; 
•r. getting non-Un:on Pa=ifrn t-a^ns i-.;o-JT,throu5i Ho^-^xvrt becauee ot Un'iorv 
^•51.IC s rroblBm: cntf their con-.rj! ot ths loca; dispatchir^g. 

Local problem resolotion dlff.culnes - ',Ve have h*d difficulty in deterrriining v/ho! 
can resolve prob'ams locaily ar-.a n gani.-.g Issues t ^ i ^ w ^ gnce t h r / a-e b-ousn-j 
to e-.a ra.iroad'6 atter.tion. Previouaiv, i re City had a l.aisn.n postticn funded bv thei 
rui,rc8d^ that worker well TO er.-ance communicate or betv.ecn the railroads and' 
ine t.ity. This posHi'cn was d'sronti.-iued several yesrs ago. 

P E 3 2 c • >.T! 1*5 ; 43 
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* '"•Stained track, oars and nght of way . Theaa «*..c 
'SSUBs and visual b/,ght .n .Houston. * ' ^ ' " ^ ^^^^ "ed to satary 

Most of these issues have become a routine p̂ rt of tha if»r.i . -
Prom,,^ ^^^^^ ^ ^ ^ ^ ^ n . p It of «o * national news, yr 

The businesses a.rd citizen* of Houston r»ftd end de«*rv« ! 
resoiv. r.ese problems. ippk fcr^ard^w^^^^^^^^ T*^*^*^'""^ 
'mprovements -^at wa b.lieve the STB can neip b^n^u^ut " " " ^ significant 

Sincerely 

t*e P. Brown 
Mayor 

LPB:sb 

cc: 

•EB Stf ' S 8 1 5 : 4 3 
7 1 3 2 2 7 3 1 8 2 PCIGE . 222 
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crrv Of HOI STON RESOLUTION 

TO Rrwi-.T THEH01..TON vRT.* RMLROAnPRSSS;"™ ^'"'^ 

WHKRE.AS. . ^^^^^^^^ 

w«l, „ ,>„a. Ho...... cco..o..>. 

WHF.kF.A5, neya'ivr scc.r.orrjc i m j 

month in ih.- ccsi r.fl'rcj.'ht .-ail l - ' 

pa.-: :c>: Texas his î crn cstinau-d a: SlOO million f 

•ii^i and .o.H produc ĉ.n -eachii:? a tc:a! of ever S: b; |.'. 

no im;ncdia:c end in ;,.g|.:. ^rj-
r.r. with 

WHFHF AS. ih. p.t:..I.en„.3i :.c.s:r>. lc.=icd pnmar.Iy on G..f C a . of T..us. lus 

experienced increased mi)ni>^y cir.i ik m 

totalLnc 5500 tr.,il,cn over r j . pcioJ. ar.o 

J.'j-upuoa of an esi.x.ated S60 n il: un, 

WHFRI.AS, ... :a.. ...e.Uo. n K . . . . . . ^ ̂ ^^.^^ ^^^^^^^ 

Of. . r r i . . t c : . . . . , . . . . . . . . . . . , r .ai,. , . , „ s nc . nc:.hborl,ood.. p e s a 

^rgrufic. : i . c « r . . . p , , , , ^^^^^ ̂ . ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂  

WHtHKA.S.. .fr-cne ccminuncaticn and eoopcrjfion be.wi 

Aiithi.nty. otiicf £0'..,-nme::t.-<; cr.iitics. and -.htr buy. 
•̂ren thc riiircadi, die Ci-v. mc Pc:t 

ncss comnvan:t>' luvc deicr:orc.rc J 

»is"incnn,'y over -he nc. ,,^5 an. should bc .:n;.cJia.cly rcs:.,.d; and 
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WHEREAS, it has been estimated that m mvcstmeai of approximately i billion dollar, 

needed in railroad ufras.-.ctu.^e. locorr.oiives. crew,, end c.paĉ ty in order to e,.ure Houscon's 

competilive position as a regicnai and in^maiional economic cent;:; and 

WHERIAS. adJuioroi :ra..sponatioa co.t. a.d poor ra.l serx-ice wUl ;.aKC t>.c Houston region a 

less con,peut.c pl.ce to i.cau cr to exp.., , b4 . t , „ . ct̂ er l..a:ions oro.nd ,h. cot:ntry 

sr.d tl;c world; und 

WHERFAS, cunent Natio.na.' Rail Trxisportaiion Policy includes i 
expectations to ensure 

•s and '.he fostcri-ig of^ojii: 

transpcrtatjon. NOW. THEREFORE, 

eftci::ivc compeiilion anune rail carries and 'he ^ttveri-o n'- „ 
anw .ne -ostcn ,g o. ,ojzd economic conditions m 

BE IT RESOLVTD B> T-rp ciTV COt VCIL OF THF CITY OF IfOLSTON. TEXA.S: 

Section 1 T l . t thc .r̂ cdcra! Surf.̂ e Tr..spon.t:o„ 3carc coni.uc to 'nsuc emer,e:,cy orde. a. 

necessary ard take d,e followm, .hu.T term action. ,o addrcs. t.nese co:iccms: 

a Eliminate ̂ a.I coascsrior. ,hr..,h d,c itnm.ti^^-,, ir:,pi.n,r:taiion ofa neutra] rail 

di.parchins systc:̂  lor both lo-,g ha-..I a.:d .s.hcr. h^u! lines w.th ongir.al .̂ :d 

eracrgCTcy trac-kage riglit;.. 

b. Support thc .oa.;u...cc of ih. ne..rra: swicching operation of the Port Terminal 

Railroad, 

c. En t̂iT. U.e .u...dia:e adeq:,..̂  o'ra^oad op. . . . . . capacity provided by the 

n.i!road. to .ove trains expcduu.sly. :n . lawru. ,n..cr. int., out of. «nd tb.ough 
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±e Ho jstc.n region :o minimize further economic iur.e.^e, threats :o public safety and 

nuisa,nc? to r.e;shbcrhoods. and, 

d. C.osciy r.onitor Lhe results of Lhe sir.ergcr.cy order lo detenr.ine whether succcs f̂u; 

provision of iicCLSsa; j icvcJs sfrail service in the Jloiistcn region are being 

achieved 

Sectlcn 2 i he Fecf::! S.rrVc "̂ ransportatio,-. Boaid take the following long term bleps to 

ensure thr.' fl'c ra;! ̂ ysier. i.T rhe H,iUi-or. rstioti can uccoir..'nodatc anucipjtcd ladustria? ard 

busuiess ̂ .'owth in "h: i-ca 

a Mancj.o a inaitcr .-aii pian :c.- thc Houston region lu address capacities i:ccc!;d for 

iminiii-.e traAi. yard tni;k:> .-eu vards. overpasses, locs.-noiives. possible 

cooperaiive cc.-n.ute- rail lmes. . and mke stips to onsurc railroad invcstneriv aie 

made !o •rr.plin'.i.-.! ±c r.arcr pl.iii over ths next clues years, 

b. .Mar.da tl-uii ..Ii railrcid.^ opc-raiiiiL' n the Houstcn region work toijcther t^ design 

and jr.p.,"^cr: j ^ i ^ . m : cLit.mor ê.'̂ ice crcnteii Jispatch and «:wiich systems 'or 

the region; 

c. Wurk w.-ii -hr - i l r j ^ d , r . .- sv.rc ±c ra i iytina ia thc Houston region is 

ce.̂ .gned m a iMn.-i- ..-4; r.ttroL'i ihc needed captiul ibr ac'diUon.al rail capacity 

and will :e-'jlt m ar. ccoi:or.icai unJ ifCiism co.Tipiii.jvc rail system as the Houiton 

fcgior. grcw.s. :irij, 

d. Revi-.v the is* je of .-j.i frcfi ' t corr.pctiticn ir, th^ Houston Gulf Coast area lo ensure 

tha: adequate i:\.en'.v fet :i.:storrer sei\'icc imp-jve:nects .L-C foMered and 

nainia..-.-d Ju ing t .xre-.r rail c-^is and ir. tiituiu yecu's as the local cwcnom> 

co-̂ lî .•..;5 'c fxpund. 
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Section 3 That the Houston and Texa., Cor.sresstcr.a! delegaticr. and Senators Gramm and 

H^tcnison are respectfuily requested to eo.d.c. appropriate Icgisiativ. p^,^^^, 

Surface T:.nspot1afion 9o.rd ,r u. response, i . , .oncenis expressed m Sc„.:on. , a.. 2 above. 

Section 4. P . t the M.y.r . re,u:.ed u . e : ±c appropnate C:ty dcpa . . . . to undertake 

necessary enforcement acti.as Ic: ihe :xia..^l bbc^ng of in:c-.ect:ons which pose sign.flean: 

publi. . ^ t y .iaz.uds. a .we: ,« t. explore .mer rc,uhu,ry m.^ures not cu.catl> prccnp-ed ,y 

federal or sute law that ±c Ciry rr„,nt uJc. .dd:..s ,ts cor,c:,m., .„d ro .ork with -J-.r 

railroads :o promptly .ddtess rai:roaa ccpa-ity i,su« involving City ovcrsighi. 

Section 5. That ĉ e ra.lrcaj.. par::ular!y the Un.on Pacitic and Bariington .Northen,. are 

er.cua:.,cd in ik: strongest ten., to inrr.cdi.idy assign ar.d locate executive pcr50.-.el ir. thc 

Houston -egioa to ccnect cpcrM , . . , a. . . l i „ , 

City, thc Pon AutJ,.r.ty, ani othe: ..vcrr.ental entities v..th suITcient authonty to «ldre55 

poorly a:a.ntained street c:o.s.:.gs. .a :k. n.hts-of.way the higl; .ost of sidewulk e:o.si.£s and 

o'Jicr nr.tiurrs atTectiiig t.ic public Lci.a», .<.a,e.v arJ wclfar: 
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Section 6 This resolution s.ha:i be passed finally on the date of its introduction tod shaJJ take 

cflfcet i.Tiir.ediately upor its p3sse;e ard approval by the .Mayor, howcvor, i.n the cvcat th« .Vfayor 

fails to sign thJs rcsolu'.iur. w,th..n tVa £ve dsys arte: lU passage and adopuoii. it shal! ia.;c c.Tect 

jr. acca-dancc with Anitiie VI. S:o',on fr, H-j4.5ton Ciry- Chaner 

, 0 ^ 
PASSED .ANT) XDJPTEU '.hu ± S _ day of r T l O A ^ U , 1998 

APPROViiD ll-li _ duy of 1998 

Niayof of the City of Houstor. 

Porsuiat to .\niclc \ Se.-.iu: 6 Houston C.ty Charter, -die -flecuvc date ofihe forogoi.-i 

RcsoLuon is i "SBS 

.Anna Rus~.iL, Ciry 5cac:arv 

Prepared bv Legv.l D c p : . . ^ ^ , ^ , , : ; ^ ^ ^ ^ 

Seni.'>r A.ssisiar.lCir> Anomev 

Requested by ^ i ^ h ^ e v , . ! ) , , , ^ ^ 

CAPTION PU8USHEDIN DAHV COURT 

QATP: MAH 2 4 taSa 

TC'PL = A 3 E . 3 2 3 



Contail Mariou A. Schopper 713-844.3640 Psger 713-710-5254 

Pf^RTNSR??M p RH'^Q'.y'rS TOTf Kr ^CTtnM nK » r » m O K RAfI r.qifffc; 

HOUS-CM ., Today th= Board cf the Grratcr Houston Periacisljij, voted on a 

rtSQltttio= calling for unn:cdiatf ĉttoz end Houston's freight ntH service crisis rne 

rcolutioa p^^inis 'i-y steps t. t̂ ken by thc fbdct*! Sumcc Traaspcrt̂ oti Do«d 

fSTB) czd cthe.t th^ wrdd t^^:. in;o relief fcr th. local econor̂ y frcta this oc-goiag 

tninsportation .,3ow dou,. rĥ t show, few signs uf abat^. Tbe Greaier Houstoa Partne«hlp 

xespordiLg tc t̂ e nearly 1 C-m3n± oid cz*.s vvith e.u=udcd costs of moze th« $1 bilHoa in 

6eig::t ml delays in Texas, calls tĥ  T vj^^ Btrlington Northern Jl^cads to 

undertake .ignLlcan-. .ad --Kr̂ -diau. .cnons te inplemexr. ntil service recovery, mort 

specificAUy for Hatrron shippers ezd the Port of Houstoa. 

Ttt Pa-txciL? on 'ie STB :o ar. diiigen-Jy in its ovxrsigltt of rail service 
.cspoHMbil̂ tie. aad tn inverfgx^ th* c««bil-t;ei! aad comm:tmc=xs of the mlroads to 
itvesrt in ifi6artr.ictî  tc s-cppen -je growth ofthc Hoû toi cotnatai;:y. 

O'ioer PsxtoCT'.hip rtcoaxt-idiiioss include; 

•cosuring a t:eu:ral disp«.hin^ «yv̂ n: to serve Hou«on's port and industrial 
Complex. 

•adding the Port of Housto. end tlte Tcx Mex Railrcad aa voting board mcmbc» of 

the Port Tem,:=i Railroad, ihc oz.y ceutnl switching opemioa in ti« Houstoa area. 

.dete.-runing wnether ti.e err̂ ergsncy nrdem result in adequate levels of service to 
the Houston Cvli Coart area. 

.ass-oring rha: d:e -ad^gc dgir.i caa bc fully executed and are hoaored completely. 

•raors-

tiQUSUiUitB 
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P A R T N E R S H I P RESOLVES... 

•asju:L-.g thei ±e ncl rjT.cm serv-ice for tbs Hour.on mesopolitan area ia designed 

to attract edequate Livesunein to expar.ti capcc:̂  to serve our gro%ving market. 

•unplKniotiiis an effective nrical switch operafton to service as large an area as 
pr&oticai. 

•dfi velopmcit cf a freight tail nBater plan for thc regica. 

The Parmsrship Lid^ that it coacxs with tlie STB cxtcaston of cmcrccrcy orders to 

±e 270 day limit and prefers that tbr ST3 schedule update heanigs on the isstie at 60 to 90 

day intervals. In addido-n to passing today's rscoamendauoi:. The Greaier Houston 

Pairtnership's Freight Roil Task Fctrc will coriinuc lo actively mouitor rail service levels 

and actions ofthe STB and report findings directly U3 the Portnenhip Board, 

^̂ ^̂  

The Greats- Hajstor Pa'tncs-icifcTth ftsChsimber of Ccrr-nerte, economic Dftve'aprreni 
tna Wcrlfi Trade a.visians, i£ the pnma^ advocate of Houstc.n e tjusinut ccrrmuntty 

•rd Is cf^dicat^d to t j tf.ifi eooaomic prcspenty throufihout the rtgor. 
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Greater Houston Partnership March 3,19S8 

ResoluMon t)f tbc fiuard of Directors 
To Re^ulvc Houston's Current ancJ Future Freight RAII Service Issues 

Statetnent of Position 

The Board cf r-'~=ctcrs ofthe Greaier Ko'UJton Partncnship insists o.i urmediala, bold end 
mcan:=gful acno:: by ths Smfsje Traxispo.tatioc Board to resolve the cuirerd lail jer\ice 
cnsis gripping much ofthe Ho-jston-CrJf Coast and causing cotttiiitiinj, devaa*ji;in̂  iinpafit 
cn thc cconony and busineis ccmaunity. 

We ccnciuds frcm all a\'£ikbls inftrmatica ca the isstje that the arrca: service diituptioas 
may not tf sstisftxtohly resolved acioag ihe parricipants m the best long teim interests of 
thc Houston area unless the Sirfa-e Tranr̂ rtarioa Board i3di:aites an interest in actiae 
swiftly and fore sfuly. 

The freighi ndi service fkiljres Lave catised obvious and sigidficant threats to thc Houston 
econosiy, th? ccapetitiveEcss of ili industry aed port and raise scrictis coacemi about the 
future capacity of the rail syfiteir to adequately and effidently irjpport thc cxpension ofthc 
Gulf Coar. ecoLtvmy end the h-jodredi of ailuons dollars in -ublic and pdvate uxvestments 
in mfiastructwe L.tid comaerce. 

The Current Freight Hail Crisis Threatens Houston's Economy and 
Investment 

The cuncf̂  iicight ra:l criiis, now rachi=g nearly 10 months in duration, shcrvs no 
conclusive sigas of abaang. CcmLncn msas-jres of freight rs:J service reported by railroads 
and shippers contme to Indicate extremely pcor aad uaacceptahle pcrfoaiance particularly 
m thc Houstot: Gulf Coast erea. r— / 

Estimates of the cost imposed by tlte freight rail delays in Texas hav: been placed at over $1 
billion wilh thc Ukelihood c f an addiuonal 5640 millioa if fce crisis continue*.' Thc 
cheaiical industry in the Urjted Sates thai is prisiarily centered in th- Gulf Coaa area 
served by Union Pacilic, tms cxjtrrxzcad increased cioathiy rest resulting from the service 
disraptions o: cvet S60 rrtillio::.' Txs is up frcm a monthlv ccst of over $30 tniUioa in the 
summer of! 997. To date, th: total e.-jmated cost is S500 m̂ ôn in higher fieioht chaipss 
and lost prcducuon." 
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Frwig'nt Rail Sutctcsnt Pag* 2 

Tlie Partnership believes tbe long te.-ci L':;p&ct ofthe increased costs and deteriorating 
siTvice make ths Houston arta less tttttcdve to expanding and rslocating businesses. 
AddiConal2y, ic threatens current and plaa^ed infi-aslrjcvurc investments designed to keep 
the econoxy of thc Houston Qulf Coir. inlsiiishQraLy coraFedth.-e. These puhlic 
investments ar? placed a: ser.oui nsi: by tne ct-rrent, unarceptable rail servic* levels. 

Cliteria for Freight PBII Service 
Tne Grea'̂ r Hcuiton PartccrsiuF rec/jnmsac?arionji for improved njar tenn aed long te.in 
5reight rail tentces eie based up^n ths follov."in3 principles; 

1. The t^.Tfonnan:; cf the firic ht raii r.-.,-rem i - the Haastor̂  G-jlf C a ^ 
ifi^gmationfll poa'initijtrial cgrr.plex mu5t b. j t the tat3 tier of Urited Stares 
cities, equal u that pro-.-idt:' f tfce rnrioq's v,T:r and cay caa^s The system 
must ofler '"aeat in clâ -.-i" corr.pstitivs value erJ costs; train spseds, Ccws and 
intermodal conncctivi-.y; ope:-3ticr.aJ safety; rsipocslveness and reliability'. 

2. Hail P f ""̂  operators muit iiŝ -e tlte Er.accial. phvsic&l aad Icgi^ficil j ^ U ^ 
psfpaad yvstem cfiracfr.- t̂o a.ccoTrjr.oJate ecorcmi; fro\»th agx̂  the t̂ istihinii? 

1. Rdl s%-stem o-eraiors ia th; ?icn.stg'- complex ittusr have tha rejiourse 
e^pabilitleg to r^i r^f . tr c-'Hi?tr.g industn' r-Yet ft^d chancing dLrjib-jtinn 

RecommendaVon—Short Tern 
Using tliese prirutiples, thc Grcatr: Ho-^ton Partnership rccotsaiecdsthc fc'lowing ftciioai 
be taiten iamediately to address tr..' near-term freight n i l service probietns 

gvstem be ptn tn place ti- isr.-: thi Iloti^or! Pon ard tndustml ccmolex Jhk 
^^rtPfilttUM i'̂ 'ViCa '^^^ in̂ -ur*.? bf.h .̂he Icng j-ji'il gnd short lme raiiroads with 
criminal or eme:gec:v t̂ scidce r;j±ts. 

2. T^^{ Pc.-^ T&nrjr al r^aiifoad. thc cn'.v iteutral s^itcluna operaticn in the Hoti^lon 
I'jottld include as vt-nng bQg..Tl members the Port of Hou^itjri m j ^,r- Je^ 

3. Ti.e Surface Tratision^on B:ia:d nust extend tl'.e.cug£nt emc eencv onier iP 
iucrctncnls of 60 o: 90 dav? ijutr >/^ch 1 f with tlte ir̂ yen: f '̂-jTUî B.'̂  ̂ V'" fall 
length offameavaili^ble to-t 

4. The S jTfage Tr^jtsr jrjittc.--. Boa- r.-ist asn-'g that those rights can be executed 
rullv snd tut ccmpletglv brnored v.ithout tmgedimgnl. 
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freight Rail Sanraisnr ^ 

5. The S-.rfaee •Irans-a'.^h^'^ Rnard mtist detarmina whaiĥ f̂ fff'^reeEcv (iTj^r 
resxts. « irrended. in aiee-izte levels of service to tlt.e tfougtn;, Trulf Cofirt wrf̂  
The inctenentrj approach descnbed wili provide iraportant cpportunitierto the 
paracs involved to make obser\'adoas concerning the status of rail service 

Recommendation—/ ong Term 
Tat GriKts Houston Pcutucratip i£ grcady cĉ ĉemci with the ability ofthe fceigLt ttil 
system to adequately aeeermnodaie ±e longer tenr. needs ofthc community resulting fiom 
industria. expaoston vnih a sccag sense of ±e z a i to respect property rights and wi± a 
finn belief in the long term bcaeatJ of competitioc. the Greater Houston. P.iTtier?hip 
recommends the Surface Traî por ?*icn Board take the foUowiog steps: 

T Ib'j-Surf̂ ce TranSTOrWlo.̂  Bnar-l shntild N.rdcr all raiiroada invnlvr̂ ^ ̂ rfrinr 
wtSb̂ ffccte:? rart.t*. ts- detennme and imtjlemict the mnst effegtiye pirnrrngh Trf 
PtQviding « ?t.?uinl st̂ -itrh oDCfatiOn ?& as large en area es is tŵ ririftî l 

2- Tfag S'JI&ee TrafispiiCâ CiLB'iafC glioalA-t£.ŝ -e.tl:3tihe.raii svstem setvice ferr 
theJtoustQi; p.^ccalir&a a.-ez. is casigBed tc adai;;̂ alB tnveâ rr.et̂ i 
gx!.iu:d casmtv ts serve o-ii trcwirp t̂ -̂ 'LT̂  

3. T̂ -̂QreatCT Hjutxa P^ersHic calls for the ergî tĵ a nf a ff gional fteight rSH 
fegilifies fipa PCTvlces n:ai-tei plan to h;lr Eoide development ir. the best \ntert̂  
effihiL'-Ters and the ccmmjjjrvn- Urĝ . Thia master pltm should identify and 
propose rfsclutig.-is t.: ali of thc Cild-mcdal interfiace issues and seek to 
maximize freighi rti! service fcr ±: Pon and iatujtnal trees ofthe ccnmunity. 

In making these reccmT.er.dausns, the Greater Houston Partnersiup does not advocate e 
positcn ofa particular railroad. Kow-cvcr, tie urgen:y of iiis matwr can not be overstared. 
Actiou need.', to be taiccc '.amediitely 

Ansel L Cordray, Clu;rman Jim C. KoUaer, President & CEO 

Xed S. iiolmss, Secretary 
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btan uniki u a mnt tttnim CM4 tni vuh tota ur r<4utk>i 
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utwu itia tlnuiaa ef Carir.laticmm Caun lUi 
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M;-. D:ick r:«vidsor. 
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l ' ^ 7 V. scresc, o u i t e 5900 
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^ « a r ii^ic'r:; 
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Sincere, 

1 %̂mm̂ - r'tfHpi 
1 • • 
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C ERTIFK ATE OF SKRVTCE 

I hereby certify thai a true copy ofthe foregoing "JOINT PETITION OF THE TEXAS 

MEXICAN RAILWAY COMPANV AND I HE KANSAS CITV SOUTHERN RAILWAV 

COMPANY FOR IMPOSITION OF ADDITIONAL REMEDIAL CONDITIONS PURSUANT 

TG THE BOARD S RETAINED OVERSIGHT .IL RISDICTION -EVIDENTIARY 

SUBMISSION' was served this 30"' day of March. 1998. by hand-delivery, ovemight delivery, or 

first-class mail in a properly addressed envelope with adequate postage thereon addressed to all 

known parties of record. 

nTnarn A. Mullins 
Attorney for The Kansas City Southem 
Railway Company 
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William A Mullins 

I3U0 I STREET N W 

SUITE .lOil EAST 

'VASHINOTON. D C 200O5 JSM 

T I L t P H O N E 20:-:74-2'>50 

F A C S I M I I E 2 0 : - : 7 4 - : ' ) « 4 

Februarv 12. 1998 

HAND DLLIVERED 
Mr. Vemon .A. Williams 
Case Control Unit 
ATTN: STB Finance Docket No. 32760 (Su vNo. 21) 
Surface Tran.sportation Board 
Suite 700 
1925 K Street, N.W. 
Washinu.on. D.C. 20006 

—mm5 
Office of tho Secretary 

FEB U m» 
Part of 
Public Pace'd 

Re: Finance Docket No. 
Control & Merger 
Proceeding 

32760 (Sub-No. 21), Union Pacific Corporation, ct al. -
- Southern Pacific Rail Corporation, et al. Cher sight 

Dear Secretary Williams: 

Enclosed for filing in the above captioned proceeding are the original and twenty-six 
copies of TX-5 KCS-5. .lomi Petition of The Texas Mexican Railw ay Company and The Kansas 
City Southern Raihvay Company for Imposition of Additional Remedial '"onditions Pursuant to 
the Board's Retained Oversight Jurisdiction. Please date and time stamp one ofthe copies ior 
retum to our offices. Included with this filing is ? 3.5 inch Word Perfect. Version 5.1 diskette 
with the text ofthe pleading. 

Sincerel> yours. 

William A. Mullins 
Attomey for The Kansas City Southem 
Railway Company 

cc: Robert K. Dreiling. Esquire 
Richard A. .Allen. Esquire 
EriKaZ. lones. E.squire 
.Ar. id E. Roach II . Esquire 

000609901 



Office of the Secretary 

FEB 1 3 1998 
Part of 
Public Rwc.'d 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 32760 (Sub-No. 21) 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPAT 
AND MISSOURI PACIFIC RAILROAD CO.VIPANY 

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

TRANSPORT.\TION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENV ER 

AND RIO GRANDE WESTERN RAILROAD COMPANY 

OVERSIGHT PROCEEDING 

J O I N T P E T I T I O N O F T H E T E X . \ S M E X I C A N R A I L W A Y C O M P A N Y A N D T H E 

KANSAS CITY SOUTHERN RAILWAY COMPANY FOR IMPOSITION OF 
A D D I T I O N A L R E M E D I A L C O N D I T I O N S P U R S U A N T T O T H E B O A R D ' S R E T A I N E D 

O V E R S I G H T J U R I S D I C T I O N 

Richard A. .\Ilen 
John v. Edwards 
Zt C KERT, Scot Tr & RASENBER(.KR. LLP 
Suite 600 
888 17'" Street, N.W . 
Washington. D.C . 20006-39.19 
Tel: (202) 298-8660 
Fax: (2021.142-0683 

.Attorneys for The Texas .Mexican Railway 
( ompan\ 

Richard P. Bruening 
Robert K. Dreiling 
114 West 11Street 
Kansas City, .Missouri 6410S 
Tel; (816)983-1392 
Fax: (816)983-1227 

VVillia:n A. .Mullins 
Sanrra L. Brown 
David C Reeves 
TROLTMAN SANDERS LLP 
1300 I Street, N.W. 
Suite 500 East 
Washington, D.C 20005-3314 
Tel: (202) 274-2950 
Fax:(202)274-2994 

.Attorneys for The Kansas City Southern 
Railway Company 

Februarv !2.1998 



TM-5 
KCS-5 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 32760 (Sub-No. 21) 

UNION P ACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

-CONTROL AND MERGER -
SOUTHERN PACIFIC R. \ IL CORPORATION, SOUTHERN P.ACIFIC 

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

AND RIO GRANDE WESTER?. RAILROAD COMPANY 

OVERSIGHT PROCEEDING 

JOINT PETITION OF 1 i lE TEXAS MEXICAN RAILWAY COMPANY AND THE 
lOivNS.AS CITY SOUTHERN RAILW AY COMPANY FOR IMPOSITION OF 

ADDITIONAL RE.MEDIAL CONDITIONS PURSUANT TO THE BOARD'S RETAINED 
OVERSIGHT JURISDICTION 

The Texas Mexican Railway Company ("Tex Mex") and The Kansas City Southem 

Railway Companv ("KCS")(collecti\ely, "Tex Mex;KCS"), jointly petition the Surface 

Transponation Boai-d ("Board" or "STB") to invoke its "oversight" junsdiction. retamed by it in its 

final decision in th • above-captioned docket (Decision No. 44. served .August 12, 19'i~ narice 

Docket No. 32760, Cnion Pacijic Corporation, el al. - Control and Merger - Souihem Pacific R.jil 

Corporation, et al.) ( "L'PSP Decision "). in order to impose additional remedial conditions to its 

approval of the common control and merger of rail camers contiolled by Union Pacific Corporation 

(collectively "UP"). In its decision, the Board granted certain conditions to Tex Mex/KCS so as 

to ensure the continuation of an effective cornpetitive altemative and to ensure the continued 

Tex .Mex KCS w ill refer to both the combined .Applicants in the UPSP Decision as just 
LP since Petitioners understand that the consolidation of SP into UP was effected on February I , 
1998. 



provision of essential serv ices provided by Tex Mex. .See UPSP Decision and Voting 

Conference Transcript. July 3. 1996 at pp. 20-21. 73-74, 96-99. Tex Mex./KCS state that m order 

for Tex Mex/KC:" to be the effective provider of competitive rail service in the NAFTA corridor 

and to ensure Tex Mex's financial \ iability. Tex Mex KCS must control, tr the maximum extent 

possible, the management of the rail facilities over which they operate. The additional remedial 

c tioas sought by Te>. Mex/KCS in this Petition are intended, principally, to accortiplish the 

Board's goals to ensure the continuation of an effective competitive altemative and to ensure the 

continued provision of essential serv ices provided by Tex Mex. The Tex Mex, KCS plan 

proposed herein gives Tex .Mex KCS more control over essential rail facilities, provides 

additional rail capacity in the Houston terminal area, increases operating efficiencies, relieves 

congestion, and pro\ ides shippers w ith a competitive altemative. 

As addressed more fiilly below , the Board appropriately retained oversight jurisdiction of 

the UP merger to. among other things, impose îdditional conditions and'or modify existing 

conditions. Tex .Mex and KCS assert that additional remedial conditions are not only needed, they 

are essential. .Accordingly, Tex Mex and KCS propose that the follow ing remedial conditions be 

imposed:" 

1. That UP be required to divest itself of and sell to Tex Mex/XCS the following line of railroad, 

to wit: IT's main line situated between Houston and Beaumont. Texas ber̂ 'een Gulf Coast Jet. 

(UT MP 378. CP 212 on UP's Beaumont Subdivision) and GCL Jet. {UP MP 460, on UP's 

Beaumont Subdivision), including all double main lin; tracks, side tracus. passing tracks, 

sidings, business tracks, and v uas owned by UT and situated on. attached to. or associated with 

the aforesaid mainline tracK. and ail of I P's interest in and to all rails tics, spikes, tie plates. 

To facilitate the Board s initial analysis of this plan, a map of the gre iter Houston 
Ferminal area is attached as Exhibit 1. 



angle jars, switches, wires, pipes, poles, ballast, rail anchors, bndges, culverts, signaling 

equipment, and other supporting stmctures. track materials and supplies situated on, attached 

to. or associated w ith the aforesaid mainline track. As a condition to their purchase of the 

aforesaid rail line and track stmctures and materials, Tex Mex/KCS shall assume all of UP's 

rights and obligations in and 'o th ; Trackage Rights Agreement entered into by UP and BNSF 

whereby UT has granted BNSF trackage rights over the aforesaid divested line. Further, Tex 

Mex/TCCS shall grant UP trackage rights over the said divested line, on the same terms and 

conditions set forth in the aforesaid Trackage Rights Agreement between UP and BNSF to be 

assumed by Tex Mex KCS. Finally. Tex Mex/KCS shall dispatch the divested line from the 

dispatch center to be established by PTRA. pursuant to the "Agreemen: For Neutral 

Dispatching Protocols. Greater Houston Terminal Area", provided for in Condition No. 6 

proposed by this Petition, and shall coordinate these dispatching functions with PTRA's 

dispatching acti-ities under the aforesaid ".\greement For Neutral Dispatching Protocols, 

Greater Houston i cmiinal .A.re i " . 

2. That UT be required to divest itself of and sell to Tex Mex/KCS Booth Yard, situated in 

Houston. Texas; 

3. That SP be required to divest itself of and sell to Tex Mex/KCS that portion of SP's rail line 

situated at Rosenberg. Texas, between Tower 17, S? MP 0.0 and End of Track, SP MP 25.8 on 

SP's WTiarton Branch. Glidden Subdivision; 

4. That Tex .Mex. KCS be granted authority to acquire and operate the former SP line situated 

between SP's MP oo on SP's WTiarton Branch, on the former San Antonio Subdivision, at 

Rosenberg. Texas, and SP's MP 89.8 on SP's tormer Wliarton Branch San Antonio 

Subdivision, at Victona. Texas; 
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5. That SP be required to grant to Tex Mex trackage nghts over sufficient tennmal track owned by 

SP at \'ictona, Texas , allow Tex .Mex to operate trains between the aforesaid Rosenberg-

Victona line and IT/SP's line between Victoria and Placedo; 

6. That UP, SP, BNSF, Tex Mex, and the Port Tenninal Railroad Company ("PTRA") be 

authorized and directed to enter into an "AGREEMENT FOR NEUTRAL DISPATCHING 

PROTOCOLS, GREATER HOUSTON TERMINAL AREA", in the fonn attached hereto as 

Exhibit 2. wherein UT. SP, BNSF, and Tex Mex, as voting member lines of PTRA, appoim 

PTRA as a Neutral Dispatcher, to dispatch lines in the Greater Houston Tenninal Area, 

pursuant to Neutral Dispatching Protocols set forth in that Agieement and. further, agree to 

foster and not hinder PTRA's dispatching functions in accordance with those Protocols; 

7. That UT, SP, BNSF, Tex Mex, and the Port Tenninal Railroad Company ("PTRA") be 

authonzed arid directed to enter into an "Agreement For Neutral Switching In The Greater 

Houston Tenninal Area", wherein UH. SP, BNSF, and Tex Mex, as voting member lines of 

PTRA, appoint PTRA as a Neutral Contract Switch Carrier, to switch all industnes located 

on all lines curtently served by PTRA and on those lines in Houstcn which were served by 

lhe Houston Belt & Terminal Railway Company ("HB&T") prior to its being . mantled by 

UP and BNSF on November 1. 1997, and that the PTRA be granted all authority to extend its 

operations over those fonner HB&T lines which it currently does not serve; and 

8. All temporary rights awarded Tex Mex as part ofthe Board's Emergency Service Orders be 

made pennanent except that, once Tex Mex/KCS have acquired, rehabilitated and 

commenced train operations on the aforesaid Rosenberg-Victona line segment, previously 

ahanuoned by SP. Tex .Vlex no longer will utilize the trackage nghts awarded it in the 

Board's Emergency Ser\ ice Order over the Algoa Route between Houston and Placedo. 

-4-



To fully set forth the precise details of this plan and the necessary operating changes that 

would be required. Tex Mex/KCS are submitting as Exhibit 3 to this Petition a proposed 

Procedural Schedule. The proposed procedural schedule provides a suggested timeline that the 

Board could follow in its consideration ofthe Tex Mex/KCS plan within the time limits for the 

expiration ofthe Board's authority under 49 U.S.C. 11123 for the continuation of Emergency 

Service Older 1518. Under that timeline. 45 days from today, Tex Mex/KCS will file, consistent 

w ith the substantive requirements of Part 1180 of the Board's Rules of Practice (49 C.F.R. Part 

1180). a complete evidentiary filing, consisting ofa market impact study, an operating plan, and 

other evidentiary exhibits and venfied statements, that will set forth the justification for the 

imposition ofthe remedial conditions and provide the Board 'vith a full and complete analysis of 

the im.pact ofthe plan, both on shippers and other camers. 

DISCUSSION 

In support of this Peiition for imposition of additional remedial conditions and in order to 

accomplish the plan that Tex Mex KCS propose, Tex Mex and KCS assert that the Board i.as 

ample authonty to establish a process, pursuant to the suggested procedural schedule, that would 

allow the Board to review and impose the additional remedial conditions. Indeed, the Board 

itself has already specificall> provided an av enue for that process to occur when it retained 

oversight jurisdiction to re\ ie\v the conditions that it imposed in the UPSP Decision. 

A. THE BOARD HAS JURISDICTION TO IMPOSE ADDITIONAL REMEDIAL 
CONDITIONS IN THE UPSP MERGER AS PART OF ITS OVERSIGHT 
PROCEEDING. 

.Among the ronditions onginally imposed by the Board in order to effectively address the 

competitive hanns ofihe UP SP merger were (1) UP's settlement with BNSF. as augmented by 

the settlement agreement wit'i the Chemical .N'anufaclurers Association (CMA), which centered 
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on extensive trackage rights and acces.<̂  to "2-to-l" shippers on iJP's new combined system, and 

(2) trackage nghts granted to Tex Mex between Robstown and Houston, Texas via Flatonia, 

Texas (the "Flatonia Route"), and between Houston and Beaumont, Texas, and certain terminal 

trackage nghts within Houston, Texas with restricted access to shippers at Houston. The Board 

granted these conditions to ensure that shippers would not lose their competitive altematives as a 

result ofthe merger, and in addition, at least for Tex Mex, also to ensure that Tex Mex's essential 

serv ices could continue to provide service (o its customers. 

In imposing these conditions, th Board recognized the possible need for further, future 

modification of these conditions due to unforeseen future circumstances and thus specifically 

retained over ight junsdiction "for 5 years to examine whether the conditions we have imposed 

have effectively addressed the competitive issues they were intended to remedy." (UPSP 

Decision, slip op. at 145) In formulating that "Oversight" condition, the Board specifically 

retamed the junsdictional power "to impose additional remedial ronditions if, and to the extent, 

we detennine that the conditions already imposed have not effectively addressed the competitive 

harms caused by the merger." Id.' In aadition. Ordering 1! 6 ofthe UPSP Decision states that 

further conditions, including divestiture, may be ordered under the oversight provision. Id. al 

231. 

Indeed, each of the Commissioner's separate comments in the C.̂ SP Decision elaborated 

on the need for further oversight. For example. Chainnan .Morgan stated that " [ i ] f competitive 

hami becomes a problem, we can and vvill act. The divestiture option will remain available 

The Board has reiterated its oversight junsdiction in neariy every decision issued thus far 
in thc Ov ersight Proceeding. Finance Docket .No. 32760 (Sub-No' 21). In decisions numbered 1 
and 10. the Board specifically stated that it had retained junsdiction to impose "additional 
remedial conditions " Decision No. 1 (STB served May 7, 1997) and Decision No 10 (STB 
sen ed Oct. 2 ' . 1997). 
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curing thc entire oversight penod." Id. al 240. On the same topic. Vice Chainnan Owen 

declared that "[djuring this oversight period we have authority to impose additional condifions 

and we vvill be an alert and aggressive policeman." Id. al 250 Even UP's own counsel, Arvid E. 

Roach, I I , during Oral Argument on the merger, specifically declared that under the oversight 

jurisdiction, the Board "vvill have unrestnctcd power to impose additional conditions if 

appropnate. ... That would include divestiture. ... There's no reason that in a year or twc or 

three, i f [the Board] conclude[s] that [divestiture] is appropriate, you can't require it." UPSP, 

Finance Docket No. 32760. Oral Argument Transcript, July I , 1996 at p. 59. Thus, to thc extent 

that the Board's original conditions have not proved adequate to effectively address the harms 

from UT's control of SP. the Board has retained jurisdiction to impose additional remedial 

conditions. 

B. THE BOARD ALSO HAS JURISDICTION T C IMPOSE ADDITIONAL 
REMEDIAL CONDITIONS IN THE UPSP MERGER AS PART OF ITS 
STATUTORY PROMSIONS AND PRECEDENT. 

Section ' 1324(c) of Title 49 in the Un'ted States Code states in pertinent part that: 

The Board may impose conditions goveming thc transaction, including the 
divestiture of parallel track;; or requinng the granting of trackage rights and access 
to other facilities. .Any trackage rights anj related conditions imposed to alleviate 
anti-competitive effects ofthe transaction shall provide for operating terms and 
compensation levels to ensure that such effects are alleviated. 

It is thus clear that Congress intended the Board to "ensure" that any "conditions" imposed by 

the Board do in fact "alleviate" the effects that they were intended to al eviate. As noted, to 

compiv w ith this statutorv prov ision. the Board adopted a 5 year oversight process. However, 

notwithstanding the existence of the Board's oversight junsdiction. the Board also has adequate 

independent authonty to modify the conditions granted to Tex Me.v KCS. Section 49 U.S.C. 

4; 11327 provides that "[vv]hen cause exists, the Board may make appropriate orders 
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supplemental to an order made in a proceeding under sections 11322 through 11326 of this title." 

In fact, the United States Supreme Court precedent strongly supports the Board's independent 

basis under Section 11327 (through its statutory predecessors) to consider and grant 

supplemental relief in consolidation and merge proceedings. See Penn-Ccntral Merger Cases, 

389 U.S. 486, .522(1967). 

Other precedent also .exists for the Board to utilize its retained jurisdiction, even where 

the Board has not expressly retained jurisdiction, to add to or otherwise modify conditions 

contained in previous orders and decisions. The Board's predecessor has specifically declared 

that "it is common for the Commission or a reviewing court to revisit and modify conditions." 

Union Pacific Corp. et al. - Control - Chicago and North iVeslern Transportation Co., Finance 

Docket No. 32133 (ICC sened Apnl 6. 1995). See also, Rio Grande Industries. Inc. et al. -

Purchase and Related Trackage Rights - Soo Line Railroad Company, Finance Docket No. 

31505 (ICC Lwrved Nov. 13. 1989) (The Board also has authority to issue supplemental orders in 

the absence of rn express resenation of junsdiction); GLI Acquisition Co. - Purchase -

Traihtays Lines. Inc. et al.. No. MC-F-18505 (ICC served Dec. 10, 1990) ("Apart from our 

resenation of jurisdiction, we also have specific statutory authority under 49 U.S.C. 11351 [now 

§ 11327] to make necessary supplemental decisions, "vvhen cause exists", in section 11343-

11344 [now § § 11323-11324] proceedings."); ^eople of,State of III v ICC, 713 F.2d 305 (7* 

Cir. 1983) (The same test for determining whether additional conditions should be imposed is 

used in supplemental order proceedings and continuing jurisdiction proceedings, either way the 

petitions are not unusual. Cites Greyhound Corp. v. ICC 668 F.2d 1354 (D.C. Cir 1981)). 



Wliether the Board inv okes its jurisdiction under its oversight pro';eeding, other statutory 

authority, or both, it is clear that the Board has jurisdiction to impose addiUonal remedial 

conditions."" 

C. ADDITIONAL REMEDIAL CONDITIONS ARE NECESSARY IN ORDER FOR 
TEX MEX/KCS TO F U L F I L L THE BOARD'S GOALS W ITH RESPECT TO 
THE PRESERVATION OF COMPETITION AND OF TEX MEX'S ESSENTIAL 
SERVICES 

As previously noted, the Board granted certain conditions to Tex Mex/KCS so as to 

ensure the continuation of an effective competitive altemative and to ensure the continued 

provision of essential sen ices provided by Tex .Mex. However, in order for Tex Mex/KCS to be 

the effeclive prov idcr of competitive rail senice in the NAFT.A comdor and to ensure the 

provision of essential sen ice by Tex Mex, Tex Mex/KCS must control, to the maximum extent 

possible, the management ofthe rail facilities over which it operates. The additional remedial 

conditions sought by Tex Mex.'KCS in this Petition arc intended, pnncipally, to accomplish the 

Board's goals to ensure the continuation of an effective competitive altemative and to ensure the 

continued provision of essential sen ices provided by Tex Mex. The Tex Mex KCS proposal 

w ill prov ide Tex Mex KCS more control over the rail facilities over which they operate, provide 

additional rail capacitv in the Houston terminal area, increase operating efficiencies, relieve 

congestion, and ,<rov ide shippers with a competilive altemative. 

Petitioners do wot believe that they need to invoke the Board's reopeninu junsdiction 
under 49 U.S.C. ^22(c) and 49 C.F.R. 1115.4. precisely because the Board retained junsdicUon 
II the relief Petitioners here seek u as based upon a discov ered en-or in the Board's onginal 
detemiinations ofthe case, perhaps a Petition to Reopen the entire proceeding would be in order 
Hov. cv er. Petitioners do nol base their request for relief in this Petition on anv en-or on the part 
ol tiic Board. Rather, the Board specifically retained junsdiction to address the type of 
circum.siances upon w hich this instant Petition is based, circumstances which neither the Board 
nor any party to the proceeding could have fully foreseen dunng the course ofthe proceeding 



Obviously, the one significant unforeseen circumstance lhat has followed the UP/SP 

combination is the intolerable sen ice cnsis on the new system, particulariy in the Gulf Coast 

Region. In unprecedented pction, the Board has addressed that crisis to the extent that it is 

empowered to do so under the Emergency Service provisions of Section 1 '123 of the Interstate 

Commerce Commission Termination Act ("ICCTA"). However, the Board's ability to address 

the combined impact of the merger and UT's service crisis under the Emergency Service 

provisions is constrained by the lime limitations placed by Congress on the allov. able extension 

of Emergency Orders. Under the statute, orders can only be extended to a maximum of 270 

days. 49 U.S.C. § 11123(c)( 1). \ny long term or, indeed, permanent responses the aforesaid 

impacts must be imposed under either the Board's power to reopen proceedings or, in the instant 

case, under its retained "Oversight" junsd'ction. 

While the Board's Emergency Sen ice Orders under the provisions of Section 11123 are 

one example of the need for additional remedial conditions, the Board cannot, by the terms of 

that provision, provide the type of permanent relief that is required in order for Tex Mex/KCS to 

continue to fulfill their obMgalions under the conditions imposed by the Board in the UPSP 

Decision. Tex Mex KCS need not itemize the emergency orovisions imposed by the Board but, 

for these purposes, need only point out that they have included expanded access to Tex Mex, 

vvhich bespeaks of the Board's continued belief that Tex .Mex is an essential provider of rail 

services in the Houston corridor. However, UP's inability to properiy manage its rail assets is 

pulling Tex Mex's continued ability lo provide those sen ices in jeopardy, both on a temporary 

and pennanent basis. 

.Another significant, posl consolidation occurrence vvhich neither the Board nor Tex 

Mex/KCS could have foreseen in the course ofthe UP proceedings was UP's and BNSF's 

-10 



dismantling of the HB&T. .Mthough they made no mention of such a dismantling in their 

Operating Plan or in other representations to the Board, immediately upon approval ofthe 

control transaction. UP and BNSF. the only shareholders of HB&T, entered imo trackage nghts 

agreements w ith HB&T" w herein, un.ike most trackage rights agreements, they supplanted 

HB&T as the operating carrier on the line, taking over all dispatching, maintenance and capital 

programs. They also acquired HB&T's equipmenl and many of its employees. In the final 

analysis, they all but did away vvith HB&T. leaving it as a corporate shell, whose only purpose is 

lo own the real estate upon vvhich its tracks are situated and lo hold paper, contingent rights to 

operate over those tracks." 

The effect of UT's demolition of HB&T was to eliminate that company as a neutral 

switch camer and a neutral dispatcher m the greater Houston terminal area. The demolition also 

had the effeci of f.i tiing UP m absriute control of ninety per cent of HB&T's temiinai track and 

othtr facilities. As a result of UP's dominance of dispatching in the entire Houston area, the 

elimination of neutral dispatching, and of the severe sen ice crisis, UP has all bul destroyed the 

ability of Tex .Mex/KCS to provide the essential rail sen ices which the Board intended to 

presen e vvhen it awarded Tcx \lcx ils Irackage rights and the limited access to the Houston 

terminal as a condition to the LT SP consolidation." While these circumstances could not have 

SP also w as granted ov erhead trackage rights to allow its trains to operate over the HB&T 
tracks pending ils merger into UP. 

* Petitioners hav e jointly filed pleadings in Finance Docket Nos. 33507. 33461. 33462 and 
33463 addressing the HB&T situation. Petitioners ask lhat the contents of those pleadings be 
incorporated bv reference in this Petition. 

.As a result ol the L P sen ice cnsis. Tex .\!ex KCS have incurted additional rail operating 
expenses of over two million dollars. Even though Tex .Mex r .enues have significantly 
increased as a result ofthc Board's ( PSP Decision, the added expenses have caused Tex Mex lo 
operate at a 95"., operating ratio for I9<>̂  Tex Mex KCS cannot continie to provide the 
essential sen ices necessan, to ensure a compeliliv e altemanve in the Houslon area al such high 
levels of operating expense. 

AV 



been foreseen by they Board or any party opposing the merger while the merger proceeding was 

in process, experience has established lhat the trackage rights granted to Tex Mex/KCS in the 

UPSP Decision have not "ensured" that the harmful effects ofthe UP/SP merger have been 

eliminated. Accordingly, because the Board has previously stated that il will exercise its 

oversight jurisdiction to specifically help Tex Mex if necessary, UPSP, Decision No. 47 slip op. 

at 12 (STB served Sept. 10, 1996) and because the Board has ample authority to impose remedial 

conditions subsequent to approval of a merger application, Tex Mex/KCS will, consistent with 

the Procedural Schedule attached as Exhibit 3 (and for which Tex Mex/KCS specifically request 

ils approva' and adoption), file, w ithin 45 days, a complete evidentiary submission detailing the 

reasons for. and the means, by which the Tex Mex'KCS ph" can be adopted. 

CONCLUSION 

Because ofthe unanticipated circumstances resulting from the merger of SP into UP, Tex 

Me/.'s ability to compete in the Houston corridor, and therefore, its ability to continue to provide 

essential rail sen ices between the Mexican Gateway and the United Slates, are seriously 

undermined. The Board must use its retained "Oversight" junsdiction and/or other statutory 

authority to impose the additional remedial conditions sought by Tex .Mex/KCS. The Board's 

verv' purposes in imposing Tex .Mex trackage nghts and access in the first instance, including 

presen ing competition and providing essential services, cannot be fulfii.ed without the adoption 

of these additional remedial conditions. 

42 



Respectfully Submitted this 12* day of Febmary, 1998, 

Richard P. Bmening 
Robert K. Dreiling 
114 West I l th Street 
Kansas City, .Missouri 64105 
Tel: (816)983-1392 
Fax: (816) 983-1227 

J<Jhn V. Edwards 
ZUCKERT, SCOUTT & RASENBERGER, LLP 

Suite 600 
888 17'" Street. N.W. 
Washingion, D.C. 20006-3939 
Tel: (202) 298-8660 
Fax: (202) 342-0683 

Attomeys for The Texas Mexican Railway 
Company 

wSn A. Mullins 
Sandra L. Brown 
David C. Reeves 
TROUTMAN SANDERS LLP 

1300 I Street, N.W. 
Suite 500 East 
Washington, D.C. 20005-3314 
Tei: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Company 

-13-



T 1 



EXHIBIT 2 

AGREEMENT FOR 
NEUTRAL DISPATCHING PROTOCOLS 
GREATER HOUSTON TERMINAL AREA 

AGREEMENT, entered into this day of , 1998, by and 
between I ^ I O N PACIFIC RAILROAD COMPANY ("LT"), SOUTHERN PACIFIC 
TRANSPORTATION COMPANY ("SPT"), BURLINGTON NORTHERN AND 
SANTA FE RAILWAY COMPANY ("BNSF"), THE TEXAS MEXICAN RAILWAY 
COMPANY ("Tex Mex"), and PORT TERMINAL RAILROAD ASSOCIATION 
("PTRA"), 

WITNESSETH: 

WHEREAS, UP, SPT. BNSF. and Tex Mex each and all are voting members lines 
of PTRA (hereinafter, collectively referred to as "Voting Member Lines"); 

WHEREAS, each and all of the said Voting Member Lines of PTRA mutually 
agree and desire that PTRA be appointed t.y them as a neutral contract dispatcher and, in 
that capacity, dispatch the trains of each aud all said Voting Member Lines while said 
trains are operating over railroad lines owned or controlled by said Voting Member Lines 
or by PTRA and situated within the "Greater Houston Terminal Area", as hereinafter more 
particularly defined, in accordance with the "Neutral Dispatching Protocols" hereinafter set 
torth. and for the consideration and suhĵ 'ct to the terms and conditions hereinafter set 
forth; and 

WHEREAS, PTRA is agreeable to serve as said neutral contract dispatcher, as 
described above, in accorjance vvith the "Neutral Dispatching Protocols" hereinafter set 
forth, and for ihe coiisideration and subject to the terms and conditions hereinafter set 
fonh. 

NOW, THEREFORE, in consideration of their mutual covenants herein set forth 
and contained, the parties agree as follows: 

1. Dispatching Functions: Each and all of Voting Member Lines hereby 
appoint PTRA as their neutral contract dispatcher for t.he purpose of dispatching trains of 
each and all said Voting Member Lines while said trains are operating over railroad lines 
owned or controlled by said Voting .Member Lines or by PTRA and situated within the 
"Greater Houston Terminal Area", as hereinafter more particularly defined, in accordance 
with the "Neutral Dis; atching Protocols" hereinafter set forth, and for the consideration 
and subject lo the terms and conditions hereinafter set forth. Each and all of the Voting 
.Member Lines that currently perform dispatching functions which are to be transferred to 
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PTRA hereunder shall cooperate fully in such transfei and transition of such dispatching 
functions to PTRA. 

2. Greater Houston Terminal Area: For the purposes of this Agreement, the 
parties agree that the "Greaier Houston Terminal Area" shall be as shown on Exhibit A to 
this Agreement. 

3. Neutral Dispatching Protocols: PTRA shall perform its dispatching ftinctions 
hereunder pursuant to the following "Neutral Dispatching Protocols: 

A. PTRA shall make necessary changes in its current rail operations to enable it to 
perform all dispatching functions; including the hiring of all necessary and 
appropriate personnel, the acquisition of necessary office space for a dispatch 
center, and the purchase of necessary and appropriate equipment. PTRA shall 
cooperate in the transition of current dispatching fanctions from Voting Member 
Lines to PTRA. 

B. PTRA agrees to maintain a communications capability between its dispatch 
center and each of the Voting Member Lines sufficient to effect timely exchange 
of data and information between PTRA and designated operating offices of the 
Voting Member Lines. PTRA also shall provide a must answer, hotlir.e 
telephone number to each of the Voting Member Lines that will enable 
immediate access to a director-level employee in PTRA's dispatching center. 

C. PTRA shall dispatch trains pursuant to this Agreement in a non-discriminatory 
and fair manner, using a first-come, first-served methodology and shall, at a 
minimum, maintain equity among its trains and the trains of the Voting Member 
Lines which il is dispatching. 

D. The Voting .Member Lines shall commission a study to establish bench mark 
performance slandards for train operations which PTRA is to dispatch hereunder 
and. thereafter. PTRA shall exert every reasonable effort to dispatch such train 
operalions in such a fashion as to meet such benchmark performance standards 
and shall furnish to each N'oting Member Line a monthly report measuring 
actual performance of dispatched trains with the aforesaid, established 
benchmark performance standards. 

E. The \oting .Member Lines shall contract with a mutually acceptable firm 
capable of prov iding PTRA dispatching equipment, software and related signal 
and communications work necessary for PTRA to fully integrate its dispatching 
of its own lines and the lines of each of the Voting Member Lines. All costs 
associated ' -th the installation and maintenance of such contract dispatching 
equipment ^hall be treated as a dispatching expense of PTRA. to be borne by the 
Voting .Member Lines as prov ided in Section 5. of this Agreement. Each Voting 
Member Line shall have tlie option to purchase, at its own expense, equipment 
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necessary to monitor real time activity of control points on the line being 
dispatched hereunder. PTRA shall allow replay capabiPty to enable owner's 
electing to acquire such monitoring equipment to view up to seven days of 
historical information. 

Each and all of the Voting Member Lines shall be obliged to conduct their respective 
business operations and cooperate with one another and with PTRA in such manner as to 
promote neutral dispatching provided for in this Agreement and the aforesaid Neutral 
Dispatching Protocols. Such Voting Member Lines shall nol. acting individually or in 
concert with one another or with PTRA or any other person, use their control of their 
respective train operations on or their ownership or control of rail lines being dispatched by 
PTRA pursuant to this Agreement, to interfere with or frustrate PTRA's neutral 
dispatching hereunder or us ability to comply with the aforesaid Neutral Dispatching 
Protocols. 

4. DispaJ aing Committee: A. To further insure lhat PTRA dispatches trains 
within the Greater Houston Terminal Area, as herein defined, in a fair, impartial and non­
discriminatory manner, a Dispatching Committee hereby is established . The Dispatching 
Committee will consist of a representative from each of the Voting Line Members, 
provided, however, that for purpose of representation on the Dispatching Committee, UP 
and SPT shall have only one representative. Each representative shall have a single vote. 
There shall be a chairman of the Committee, whose position shall rotate annually among 
the Voting Member Lines in lhe following order: UP/SPT, BNSF, Tex Mex. B. If any 
Voting .Member Line believes that PTRA is not performing dispatching in a fair, impartial 
or non-discriminatory manner, that Voting Member Line can refer a complaint in writing 
to the Dispatching Commitlee, detailing the nature of its complaint. The Dispatching 
Committee shall conduct a meeiing within fourteen days of receipt of the complaint to 
address its validity. If the Committee, by a simple majority vote of its members, finds that 
PTRA was not abiding by or engaging in acts contrary to its .;ommilment to perform 
dispatching in a non-discriminatory manner, the Commitlee shall direct PTRA immediately 
U) effect improvements in dispatching lo address the complaints or to desist from such 
contrarv acts described in the complaint within fourteen days from the meeting of the 
Commitlee If . al the end of the fourteen da\ period, the member lhat filed the complaint 
has not seen the situation improve satisfactorily or PTRA has failed to desist from such 
contrary acts, another meeting of the Committee shall be held within seven days. At this 
meeting, there shall be another vote by the Dispatching Commitlee. If a simple majority of 
the voting members finds that PTRA has not adequately addressed the complaint, the 
Committee can elect to work with PTRA to effect the necessary improvements or eliminate 
the contrary acts. If PTR.A cannot or will not resolve the issue, by a majority vote, the 
Committee shall have the ability to direct PTR.A to return the control of all dispatching 
over the lines vvithin the Greater HouSton Terminal Area, as herein defined, to another 
Neutral Dispatching .Agent to be selected by unanimous agreement of the Voting Member 
Lines. 



EXHIBIT 2 

5. Compensation: As compensation to PTRA for its dispatching services 
hereunder the Voting Member Lines shall reimburse PTRA for its actual costs of 
performing such dispatching services, including suitable additives for management and 
administrative expenses. Such costs shall be reimbursed to PTRA by their inclusion in 
PTRA's general maintenance and operating costs and monthly payment by the Voting 
Member Lines as part of such general maintenance and operating costs, pursuant to the 
terms of the Original Agreement of June 24, 1924, as amended, between the Port of 
Houston Authority of Harris County, Texas and the rail carriers then serving Houston. 

6. Entire Agreement: This Agreement represents the entire agreement between 
the parties with respect to neutral dispatching in the Greater Houston Terminal Area and its 
terms cannot be modified other than an amendment in writing identified to this Agreement 
and executed by each and all the parties to this Agreement. 

7. Successors and Assigns: This agreement shall be binding upon and inure to 
the benefit of the parties, their successors and assigns. 

8. Term: This Agreement shal! be effective for an initial term of ninety-nine (99) 
years, unless earlier terminated by unanimous consent of the parties. The initial term may 
be extended by mutual consent of the parties. 

IN WITN'ESS WHEREOF, the parties have each executed this Agreement in 
quadruplicate originals as of the year and date first above written. 

UNION PACIFIC 
RAILROAD COMPANY 

SOUTHERN PACinC 
TRANSPORTATION COMPANY 

Bv 
Its: 

By 
Its: 

BLULINGTON NORTHERN 
AND SANTA FE RAILW AY 

COMPANY 

TEXAS MEXICAN RAILWAY 
COMPANT 

By 
Its: 

By 
Its: 

PORT TERMINAL RAILROAD ASSOCIATION 

By 
Its: 



E X H I B I T : 

EXHIBIT A 

The limits of the "Greater Houston Terminal Area", to which neutral dispatching 
and the Neutral Dispatching Protocols provided for in the foregoing Agreement, in the 
event and at such time as either UP's or SPT's main lines between Houston and Beaumont, 
TX are divested to Tex Mex or The Kansas City Southern Railway Company ("KCS") or 
both Tex Msx and KCS jointly, shall be: 

Current UP/SPT Track: 

Gulf Coast Jet. MP 378.0 to Settegast Jet. MP 381.6 CP H382 
Dawes MP 353 to West Jet. MP 12.6 (Houston Terminal Subdivision-
Passenger Line) 
Tower 26 MP 360.7 to Chaney Jet. MP 2.8 (Houston Terminal Subdivision-
Freight Line); 
Tower 68 MP 0.8 to Deer Park MP 16.5 (Houston Terminal Subdivision-
Galveston Lines); 
Harrisburg Jet. .MP 1.3 to West Jet. MP 12.6 (Houston Tenninal 
Subdivision-Harrisburg Lines); 
Tower 76 MP4.1 to Tower 26 MP 0.7 (Lufkin Subdivision); 
SPT Interlocking, Eureka MP 190.0to HB&T Switching Limits MP 194 
(Houston Subdivision). 

Houston Belt & Terminal Railway Company Track: 

West Belt Subdivision. Belt Jet. CP 101 to T&NO Jet. CP 184; 
East Belt Subdivision, Belt Jet. CP 101 to Double Track Jet. CP 169. 

PTRA Track: 

Southshore Subdivision PTRA MP 1.4 to Deer Park Jet. PTRA MP 11.7. 
New track proposed to be constructed by the Port of Houston Authority to 
serve an intermodal facility located at Barbour's Cut. 
Any ftimre track which the Port of Houston Authority, ft-om time to time in 
the ftiture, shall construct, finance the construction of, or own. 
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AGREEMENT FOR 
NEUTRAL DISPATCHING PROTOCOLS 
GREATER HOUSTON TERMINAL AREA 

AGREEMENT, entered inlo this day of , 1998, by and 
between l^TON PACIFIC RAILROAD COMPANY ("LT"), SOLTHERN PACIHC 
TRANSPORTATION COMPANY ("SPT"), BURLINGTON NORTHERN AND 
SANTA FE RAILWAY COMPANY ("BNSF"), THE TEXAS MEXICAN RAILWAY 
CO.MPANY ("Tex Vlex "). and PORT TERMINAL RAILROAD ASSOCIATION 
("PTRA"). 

WITNESSETH: 

VVHERE.AS, UP. SPT. BNSF. and Tex Mex each and all are voting members lines 
of PTRA (hereinafter, collectively referred lo as "Voting Member Lines"); 

WHEREAS, each and all of the said Voting Member Lines of PTRA mutually 
agree and desire that PTRA be appointed by them as a neutral contract dispatcher and, in 
that capacity, dispatch the irains of each and all said Voting Member Lines while said 
irains are operating over railroad lines owned or controlled by said Voting Member Lines 
or by PTRA and situated vvithin the "Greater Houston Terminal Area", as hereinafter more 
particularly defined, in accordance vvith the "Neutral Dispatching Protocols" hereinafter set 
forth, and for the consideration and suoject to the terms and conditions hereinafter set 
forth; and 

WHEREAS. PTR.A is agreeable lo serve as said neutral contract dispatcher, as 
described above, in accordance vvith the "Neulral Dispatching Proiocols" hereinafter set 
forth, and for the consideration and subject to the terms and conditions hereinafter set 
forth. 

NOW. THEREFORE, in consideration of their mutual covenants herein set fonh 
and contained, the parties agree as follows: 

1. Dispatching Functions: Each and all of the Voting Member Lines hereby 
appoint PTRA as their neutral contract dispatcher for the purpose of dispatching trains of 
each and all said \ oiing .Member Lines while said trains are operating over railroad lines 
ovvned or controlled by said Voting Member Lines or by PTRA and situated within the 
"Greater Houston Terminal .Area", as hereinafter more particularly defined, in accordance 
with the "Neulral Dispatching Prcnocols" hereinafter set fbrth. and for the consideration 
and subjecl to the terms and conditions hereinafter set forth. Each and all of the Voting 
.Member Lines that currently perform dispatching functions which are to be transferred to 
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PTRA hereunder shall cooperate fully in such transfer and transition of such dispatching 
functions to PTRA. 

2. Greater Houston Terminal Area: For the purposes of this Agreement, the 
parties agree that the "Greater Houston Terminal Area" shall be as shown on Exhibit A to 
this Agreement. 

3. Neutral Dispatching Protocols: PTRA shall perform its dispatching functions 
hereunder pursuant to the following "Neutral Dispatching Protocols: 

A. PTRA shall make necessary changes in its current rail operations to enable it to 
perform all dispatching ftinctions; including the hiring of all nece.̂ -sary and 
appropriate personnel, the acquisition of necessary office space for a dispatch 
center, and the purchase of necessary and appropriate equipment. PTRA shall 
cooperate in the transition of current dispatching ftinctions from Voting Member 
Lines to PTRA. 

B. PTRA agrees to maintain a communications capability between its dispatch 
center and each of the Voting Member Lines sufficient to effect timely exchange 
of data and information between PTRA and designated operating offices of the 
Voting Member Lines. PTRA also shall provide a must answer, hotline 
telephone number to each of the Voting Member Lines that will enable 
immediate access to a director-level employef̂  in PTRA's dispatching center. 

C. PTRA shall dispatch trains pursuant to this Agreement in a non-discriminatory 
and fair manner, using a first-come, first-served methodology and shall, at a 
minimum, maintain equity among irs trains and the trains of the Voting Member 
Lines which it is dispatching. 

D. The Voting Member Lines shall commission a study to establish bench mark 
performance slandards for irain operations which PTRA is to dispatch hereunder 
and. thereafter. PTRA shall exert every reasonable effort to dispatch such train 
operations in such a fashion as to meet such benchmark performance standards 
and shall furnish to each Voting Member Line a monthly report measuring 
actual performance of dispatched trains with the aforesaid, established 
benchmark performance standards. 

E. The \'oting .Member Lines shall contract wilh a mutually acceptable firm 
capable of providing PTR.A dispatching equipment, software and related signal 
and communications work necessary for PTRA to fully integrate its dispatching 
of its own lines and the lines of each of the Voting Member Lines. All costs 
associated with the installation and maintenance of such contract dispatching 
equipment shall be treated as a dispatching expense of PTRA. to be borne by the 
Voting .Member Lines as provided in Section 5. of this Agreement. Each Voting 
Member Line shall have the option to purchase, at its own expense, equipment 
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necessary to monitor real time activity of control points on the line being 
dispatched hereunder. PTRA shall allow replay capability to enable owner's 
electing to acquire such monitoring equipment to view up to seven days of 
historical information. 

Each and all of the Voting Member Lines shall be obliged to conduct their respective 
business operations and cooperate with one another and with PTRA in such a manner as to 
promote neutral dispatching provided lor in this Agreement and the aforesaid Neutral 
Dispatchino v rotocols. Such Voting Member Lines shall not, acting individually or in 
concert with one another or with PTRA or any other person, use their control of their 
respective train operations on or their ownership or control of rail lines being dispatched by 
PTRA pursuant to this Agreement, to interfere with or frustrate PTRA's neutral 
dispatching hereunder or its ability to comply with the aforesaid Neutral Dispatching 
Protocols. 

4, Dispatching Committee: A. To ftirther insure that PTRA dispatches trains 
within the Greater Houston Terminal Area, as herein defined, in a fair, impartial and non­
discriminatory manner, a Dispatching Committee hereby is established . The Dispatching 
Committee will consist of a representative from each of the Voting Line Members, 
provided, however, that for purpose of representation on the Dispatching Committee, UP 
and SPT shall have only one representative. Each representative shall have a single vote. 
There shall be a chairman of the Committee, whose position shall rotate annually among 
ths Voting Member Lines in the following c. er: UP/SPT, BNSF, Tex Mex. B. If any 
Voting Member Line believes that PTRA is not performing dispatching in i fair, impartial 
or non-discriminatory manner, that Voting Member Line can refer a complaint in writing 
U' the Dispatching Committee, detailing the nature of its complaint. The Dispatching 
Committee shall conduct a meeting w ithin fourteen days of receipt of the complaint to 
address its validity. If the Committee, by a simple majority vote of its members, finds that 
PTRA was nol abiding by or engaging in acts contrary to its commitment to perform 
dispatching in „ non-discriminatory manner, the Committee shall direct PTRA immediately 
to effect improvements in dispatching to address the complaints or to desist from such 
contrary acts described in the complaint within fourteen days from the meeting of the 
Committee If. at the end of tne ft)urteen day period, the member that filed the complaint 
has not seen the situation improve satisfactorily or PTRA has failed to desist from such 
contrary acts, another meeting of the Committee shall be held within seven days. At this 
meeting, there shall be another vote by the Dispatching Committee. If a simple majority of 
the voting members finds that PTRA has not adequately addressed the complaint, the 
Committee can elect to work with PTRA n t-ff-ct the necessary improvements or eliminate 
the contrary acts. If PTRA cannot or will not resolve the issue, by a majority ' ote, the 
Committee shall have the abilitv lo direct PTRA to return the control of all dispatching 
over the lines within the Greaier Houston Terminal Area, as herein defined, to another 
Neutral Dispatching Agent to be selecteu by unanimous agreement of the Voting Member 
Lines. 
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5. Compensation: As compensation to PTRA for its dispatching services 
hereunder the Voting Member Lines shall reimburse PPRA for its actual costs of 
performing such dispatching services, including suitable additives for management and 
admini.:trative expenses. Such costs shall be reimbursed to PTRA by their inclusion in 
PTR.A's general maintenance and operating costs and monthly payment by the Voting 
Member Lines as part of such general maintenance and operating costs, pursuant to the 
terms of the Original Agreement of June 24, 1924, as amended, between the Port of 
Houston Authority of Harris County, Texas and the rail carriers then serving Houston. 

6. Entile Agreement: This Agreement rep.esents the entire agreement between 
the parties with respect to neutral dispatching in the Greater Houston Terminal Area and its 
terms cannot be modified othf̂ r than an amendment in writing identified to this Agreement 
and executed by each and all the parties to this Agreement. 

7. Successors and Assign :̂ This agreement shall be binding upon and inure to 
the benefit of the parties, their si"cces.sors and assigns. 

8. Term: This Agreement shall be effective for an initial term of ninety-nine (99) 
years, unless earlier terminated by unanimous consent of the parties. The initial term may 
be extended by mutual consent of the parties. 

IN WITNESS WHEREOF, the parties have each executed this Agreement in 
quadruplicate ori/inals as of the year and date first above written. 

UNION PACIFIC 
RAILROAD COMPANY 

SOUTHERN PACIFIC 
TRANSPORTATION COMPANY 

By _ By 
Its: Its: 

BLTILINGTON NORTHERN 
AND SANTA FE RAILWAY 

COMPANY 

I EXAS MEXICAN RAILWAY 
COMPANY 

By 
Its: 

By 
itt: 

PORT TER.MINAL RAILROAD ASSOCIATION 

By 
Its: 
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EXHIBIT A 

The limits of the "Greater Houston Terminal Area", to which neutral dispatching 
and the Neutral Dispatching Protocols provided for in the foregoing .Agreement, in the 
event and at such time as either UP's or SPT's main lines between Houston and Beaumont, 
TX are divested to Tex Mex or The Kansas City Southern Railway Company ("KCS") or 
both Tex Mex and KCS jointly, shall be: 

Current UP/SPT Track: 

Gulf Coast Jet. MP 378.0 to Settegast Jet. MP 381.6 CP H382 
Dawes MP 353 to West Jet. MP 12.6 (Houston Terminal Subdivision-
Passenger Line) 
Tower 26 MP 360.7 to Chaney Jet. MP 2.8 (Houston Terminal Subdivision-
Freight Line); 
Tower 68 MP 0 8 to Deer Park MP 16.5 (Houston Terminal Subdivision-
Galveslon Lines); 
Harrisburg Jet. MP 1.3 to West Jet. MP 12.6 (Houston Terminal 
Subdivision-Harrisburg Lines); 
Tower 76 MP4 1 to Tower 26 MP 0.7 (Lufkin Subdivision); 
SPT Interlocking. Eureka MP 190.Oto HB&T Switching Limits MP 194 
(Houston Subdivision). 

Houston Belt & Terminal Railway Company Track: 

West Bell Subdivision. Belt Jet. CP 101 to T&NO Jet. CP 184; 
East Belt Subdivision. Belt Jet. CP 101 to Double Track Jet. CP 169. 

PTRA Track: 

Southshore Subdivision PTRA MP 1.4 to Deer Park Jet. PTRA MP 11.7. 
New track proposed to be constructed by the Port of Houston Authority to 
serve an intermodal facility located at Barbour's Cut. 
Any future track which the Port of Houston Authority, from time to time in 
the future, shall construct, finance the construction of, or own. 
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AGREEMENT FOR 
NEUTRAL DISPATCHING PROTOCOLS 
GREATER HOUSTON TERMINAL AREA 

AGREEMENT, entered into ',Ks day of 1998, by and 
between UNION PACIFIC RAILROAD COMPANY ("LT"), SOLTHERN PACIHC 
TRANSPORTATION COMPANY ("SPT"), BURLINGTON NORTHERN AND 
SANTA FE RAILWAY COMPANY ("BNSF"), THE TEXAS MEXICAN RAILWAY 
COMPANY ("Tex Mex"), and PORT TERMINAL RAILROAD ASSOCIATION 
("PTRA"), 

WITNESSETH: 

WHEREAS. UP, SPT. BNSF. and Tex Mex each and all are voting members lines 
of PTR.A (hereinafter, collectively referred to as "Voting Member Lines"); 

WHEREAS, each and all of the said Voting Member Lines of PTRA mutually 
agree and desire lhat PTRA be appointed b}' them as a neutral contract dispatcher and, in 
that capacity, despatch the trains of each and all said Voting Member Lines while said 
irains are operating over railroad lines owned or controlled by said Voting Member Lines 
or by PTRA and situated within the "Greater Houslon Terminal Area", as hereinafter more 
particularly defined, in accordance with the "Neutral Dispatching Protocols" hereinafter set 
forth, ar.d for the consideration and subject lo the terms and conditions hereinafter set 
forth; and 

WHEREAS. PTRA is agreeable lo serve as said neutral contract dispatcher, as 
described above, in accordance with the "Neutral Dispatching Protocols" hereinafter set 
forth, and for the consideration and subject to the terms and conditions hereinafter set 
forth. 

NOW. THEREFORE, in consideration of their mutual covenants herein set forth 
and contained, the parties agree as follows: 

1. Dispatching Functions: Each and all of the Voting Member Lines hereby 
appoint PTR.A as their neutral contract dispatcher for the purpose of dispatching trains of 
each and ail said N'oling .Member Lines while said irains are operating over railroad lines 
ov.ned or controlled by said Voting Member Lines or by PTRA and situated within the 
"Greater Houston Terminal Area", as hereinafter more particularly defined, in accordance 
with the "Neutral Dispatching Protocols" hereinafter set forth, and for the consideration 
and subject lo the lerms and conditions hereinafter sel forth. Each and all of the Voting 
Member Lines 'hat currently perform dispatching functions which are to be transferred to 



EXHIBIT 2 

PTRA hereunder shall cooperate fully in such transfer and transition of such dispatching 
functions to PTRA. 

2. Greater Houston Terminal Area: For the purposes of this Agreement, the 
parties agree that the "Greater Houston Terminal Area" shall be as shown on Exhibit A to 
this Agreement. 

3. Neutral Dispatching Protocols: PTRA shall perform its dispatching functions 
hereunder pursuant to the following "Neutral Dispatching Protocols; 

A. PTRA shall make necessary ihanges in its current rail operations to enable it to 
perform all dispatching ^unctions; including the hiring of all necessary and 
appropriate personnel, the acquisition of necessary office space for a dispatch 
center, and the purchase of necessary and appropriate equipment. PTRA shall 
cooperate in the transition of current dispaiching functions from Voting Member 
Lines to PTRA. 

B. PTRA agrees to maintain a communications capability between its dispatch 
center and each of the Voting Member Lines sufficient to effect timely exchange 
of data and information between PTRA anJ designated operating offices of the 
Voting Member Lines. PTRA also shall provide a must answer, hotline 
telephone number to each of the Voting Member Lines that will enable 
immediate access to a director-level employee in PTRA's dispatching center. 

C. PTRA shall dispatch trains pursuant to this Agreement in a non-di.scriminatory 
and fair manner, using a first-come, first-served methodology and shall, at a 
minimum, maintain equity among ils irains and the trains of the Voting Member 
Lines which it is dispatching. 

D. The Voting Member Lines shall con".mission a study to establish bench mark 
performance standards for train operations which PTRA is to dispatch hereunder 
and, thereafter, PTRA shall exert every reasonable effort to dispatch such train 
operalions in such a fashion as to meet such benchmark performance standards 
and shall furnish to each Voting Member Line a monthly report measuring 
acmal performance of dispatched trains with the aforesaid, established 
benchmark performance standards. 

E. The Voting .Mem.ber Lines shall contract with a mutually acceptable firm 
capable of providing PTRA dispatching equipment, software and related signal 
and communications work necessary for PTRA to fully integrate its dispatching 
:)f its own lines and the lines of each of the Voting Member Lines. All costs 
associated vvith the installation and maintenance of such contract dispatching 
equipmenl shall be treated as a dispaiching expense of PTRA, lo be borne by the 
Voting Member Lines as provided in Section 5. of this Agreement. Each Voting 
.Member Line shall have me option to purchase, at its own expense, equipment 
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necessary to monitor real time activity of control points on the line being 
dispatched hereunder. PTRA shall allow replay capability to enable owner's 
electing to acquire such monitoring equipment to view up to seven days of 
historical information. 

Each and all of the Voting Member Lines shall be obliged to conduct their ret,pective 
business operations and cooperate wiih one another and with PTRA in such a manner as to 
promote neutral dispatching provided for in this Agreement and the aforesaid Neutral 
Dispatching Protocols. Such Voting Member Lines shall not, acting individually or in 
concert with one another or with PTR.A or any other person, use their control of their 
respective train operations on or their ov/nership or control of rail lines being dispatched by 
PTRA pursuant to this Agreement, to interfere with or frustrate PTRA's neutral 
dispatching hereunder or its ability to comply with the aforesaid Neutral Dispaiching 
Protocols. 

4. Dispatching Committee: A. To further insure that PTRA dispatches trains 
within the Greater Houston Terminal Area, as herein defined, in a fair, innartial and non­
discriminatory manner, a Dispatching Committee hereby is established . lhe Dispatching 
Committee will consist of a representative from each of the Voting Line Members, 
provided, however, that for purpose of representation on the Dispatching Committee, UP 
and SPT shall have only one representative. Each representative shall have a single vote. 
There shall be a chairrnan of the Committee, whose position shall rotate annually among 
the Voting Member Lines in the following order: UP/SPT, BNSF, Tex Mex. B. If any 
Voting Member Line believes lhat PTRA is not performing dispatching in a fair, impartial 
or non-discriminatory manner, that Voting Member Line can refer a complaint in writing 
10 the Dispatching Conunittee. detailing the naoire of its complaint. The Dispatching 
Committee shall conduct a meeting within fourteen days of receipt of the complaint to 
address its validity. If the Committee, by a simple majority vote of its members, finds that 
PTRA was not abiding by or engaging in acts contrary to its commitment to perform 
dispatching iii a non-discriminatory manner, the Committee shall direct PTRA immediately 
to effect improvements in dispatching to address the complaints or to desist from such 
contrary acts described in the complaim within fourteen days from the meeting of the 
Committee. If. at the end of the fourteen day period, the member that filed the complaint 
has not seen the situation improve satisfactorily or PTRA has failed to desist from such 
contrary acts, another meeting of the Committee shall be held within seven days. At this 
meeting, there shall be another vote by the Dispatching Committee. If a simple majority of 
the voting members finds lhat PTRA has not adequately addressed the complaint, the 
Committee can elect to work with PTRA to effect the necessary improvements or eliminate 
the contrary acts. If PTR.A cannot or will not resolve lhe issue, by a majority vote, the 
Committee shall have the ability to direct PTRA to return the control of all dispatching 
over the lines within the Greaier Houslon Terminal Area, as herein defined, to another 
Neutral Dispatching Agent to be selected by unanimous agreement of the Voting Member 
Lines. 
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5. Compensation: As compensation to PTRA for its dispatching services 
hereunder the Voting Membe.- Lines shall reimburse PTRA for its actual costs of 
performing such dispatching se.vices, including suitable additives for management and 
administrative expenses. Such costs shall be reimbursed to PTRA by their inclusion in 
PTRA's general maintenance and operating costs and monthly payment by tne Voting 
Member Lines as part of such general maintenance and operating costs, pursuant to the 
terms of the Original Agreement of June 24, 1924, as amended, between the Port of 
Houston Authority of Harris County, Texas and the rail carr r̂s then serving Houston. 

6. Entire Agreement: This Agreement represents the entire agreement b'. .veen 
the parties with respect ô neutral dispatching in the Greater Houston Terminal Area and its 
terms cannot be modified other than an amendment in writing identified to this Agreement 
and executed by each and all the parties to this Agreement. 

7. Successors and Assigns: This agreement shall be binding upon and inure to 
the benefit ofthe panies, their successors and assigns. 

8. Term: This Agreement shall be effective for an initial term of ninety-nine (99) 
years, unless earlier terminated by unanimous consent of the parties. The initial term may 
be extended by mutual consent of the parties. 

IN WITNESS WHEREOF, the parties have each executed this Agreement in 
quadruplicate originals as of the year and date first above written. 

UNION PACIFIC 
RAILROAD CO.MPANY 

SOUTHERN PACIFIC 
TRANSPORTATION COMPANY 

Bv 
Itt: 

_ By 
Itt: 

BURLINGTON NORTHERN 
AND SANTA FE RAILWAY 

COMPANY 

TEXAS MEXICAN RAILWAY 
COMPANY 

By 
Its: 

By 
Its: 

PORT TERMINAL RAILROAD ASSOCIATION 

By 
Its: 
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EXHIBIT A 

The limits of the "Greater Houston Terminal Area", to which neutral dispatching 
and the Neutral Dispatching Protocols provided for in the foregoing Agreement, in the 
event and at such time as either UP's or SPT's main lines between Houston and Beaumont 
TX are divested to Tex Mex or The Kansas City Southern Railway Company ("KCS") or 
both Tex Mex and KCS Jointly, shall be: 

Current UP/SPT Track: 

Gulf Coast Jet. MP 378.0 to Settegast Jet. MP 381.6 CP H382 
Dawes MP 353 to West Jet. MP 12.6 (Houston Terminal Subdivision-
Passenger Line) 
Tower 26 MP 360.7 to Chaney Jet. MP 2.8 (Houston Terminal Subdivision-
Freight Line); 
Tower 68 MP 0.8 to Deer Park MP 16.5 (Houston Terminal Subdivision-
Galveston Lines); 
Harrisburg Jet. MP 1.3 to West Jet. MP 12.6 (Houston Terminal 
Subdivision-Harrisburg Lines); 
Tower 76 MP4.1 to Tower 26 MP 0.7 (Lufkin Subdivision); 
SPr Interlocking, Eureka MP 190.0to HB&T Switching Limits MP 194 
(Houston Subdivision). 

Houston Belt & Terminal Railway Company Track: 

West Belt Subdivision, Belt Jet. CP 101 to T&NO Jet. CP 184; 
East Belt Subdivision, Belt Jet. CP 101 to Double Track Jet. CP 169. 

PTRA Track: 

Southshore Subdivision PTRA MP 1.4 to Deer Park Jet. PTRA MP 11.7. 
New track proposed to be constructed by the Port of Houston Authority to 
serve an intermodal facility located at Barbour's Cut. 
Any future track which the Port of Houston Authority, from time to time in 
the fumre, shall construct, finance the construction of, or own. 
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PROPOSED PROCEDURAL SCHEDULE' 

F - 45 Joint Peiition .*"or Imposition of Additional Remedial Conditions 
filed. 

F Tex Mex and KCS evidentiary submission in support of Joint Petition; 
related applications (if any) filed. 

F -t- 30 Board notice o acceptance of related applications (if any) published in the 
Federal Register. 

F + 45 Notification of intent lo participate in the proceeding due. 

F -1̂  60 All comments, protests, and any other evidence and arguments in 
support of or in opposition lo Joint Petition due. C omments by 
U.S. Department of Justice ("DOJ") and U.S. Department of 
Transportation ("DOT") due. 

F + 75 Tex Mex and KCS rebuttal in support of Joint Petition and related 
applications due. 

F + 90 Briefs due, all parties (not to exceed 50 pages). 

F +̂  105 Oral argument (al Board's discretion). 

F + 110 Voting conference. 

F + 120 Date of service of final decision. 

The term "F" designates the date of filing of the Joint Petition, "F - n" means "n" days 
before that date, and "F ^ n" means "n" davs fbllowiny that dale. 



TM-5 
KCS-5 

CERTIFICATE OF SERVICE 

I hereby certify that a tme copy of the foregoing "JOINT PETITION OF THE 

TEXAS MEXICAN RAILWAY COMPANY AND THE KANSAS CITY SOUTHERN 

RAILWAY COMPANY FOR IMPOSITION OF ADDITIONAL REMEDIAL 

CONDITIONS PURSUANT TO THE BO.ARD'S RETAINED OVERSIGHT 

JUTIISDICTION" was served this 12"̂  day of Febmary. 1998, by hand-delivery, ovemight 

delivery, or first-class mail in a properly addressed envelope with adequate postage thereon 

addressed to all known parties of record. 

iTTTiam A. MiilTt^ 
.Attomey for The Kansas City 
Southem Railway Company 


