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COMMENTS OF THE BROTHERHOOD OF 
MAINTENANCE OF WAY EMPLOYES 

The Brotherhood of Mcintenance ot Way Employes ("BMWE") 

presents the f o l l o w i n g br.ef comments i n response to the 

"Consensus Plan" presented by the Chemical Manufacturers 

Association, the Railroad Commission of Texas, the Texas Mexican 

Railway Company ("Tex-Mex"), the Society of t h ^ Plastics 

Industry, Inc., the Texas Chemical Council and the Kansas Cit y 

Southern Railway Company ("KCS").' BMWE neither opposes nor 

suppo.rts the Consensus Plan or any of the other requests 

submitted i n t h i s proceeding. BMWE's primary concern i s that no 

harm b e f a l l maintenance of way forces c u r r e n t l y working i n the 

Houston/Gulf Coast region. 

The Board begar. t h i s proceeding pursuant to i t s 5 year 

oversight condition imposed i n Decision No. 44, served August 12, 

1996, i n the main proceeding. According to the Board, "the 

service emergency i n the Houston/Gulf Coast region remains 

ongoing i s well known. Given these circumstances, the Board w i l l 

invoke i t s oversight j u r i s d i c t i o n over the UP/SP merger to 

consider new conditions to the merger . . ." Decision No. 1 

(corrected), served May 19, 1998 at 5. The Board admonished any 

'The other requests submitted by interested p a r t i e s , with 
the exception cf the Houston and Gulf Coast Railroad ("H&GC"), do 
not involve transactions with an apparent impact upon maintenance 
of way forces. 



-2-

party seeking d i v e s t i t u r e of r a i l l i n e s from UP to frame i t s 

request to the same standards of an "inconsistent a p p l i c a t i o n " 

that would be presented i n a merger proceeding. I d . at 6. Tha 

Consensus Plan i s the oniy request that seeks d i v e s t i t u r e of some 

of UP's r a i l l i n e s i n the Houston/Gulf Coast region.- However, 

the Plan omi':s any mention of i t s p o t e n t i a l impact on maintenance 

of way forces working i n the Houston/Gulf Coast region even 

though the operational changes proposed i n the Plan undoubtedly 

w i l l impact maintenance of way employees. 

On January 1, 1998, maintenance of way forces of the former 

Southern Pac i f i c ("SP") and Union Pac i f i c ("UP") were 

consolidated i n the Houstor/Gulf Coast region. That major, 

voluntary undertaking caused d i s r u p t i o n to employees as s e n i o r i t y 

d i s t r i c t s were consolidated, and former SP employees were 

required to work under and become f a m i l i a r with the Missouri 

Pacific-BMWF c o l l e c t i v e bargaining agreement. 

BMWE had opposed the UP/SP merger because of our concern 

that the merger would adversely impact eroployeec of both 

c a r r i e r s . Recently, the UP admitted to the l a y o f f of 600 

maintenance of way employees, about 6% of i t s maintenance of way 

'As the Board noted i n i t s Decision No. 6, served August 4, 
1998, the H&GC application contains "no evidence i n support" of 
the requested conditions. BMWE w i l l not comment on that f a c i a l l y 
meritless applicat:! on. Accordingly, BMWE i s l i m i t i n g i t s 
response to the Consensus Plan, the one request that has an 
apparent immediate a f f e c t on maintenance of way forces i n the 
Houston/Gulf Coast area. 
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workforce, i n order t o cut costs i n order t o show a small p r o f i t 

f o r the t h i r d q u a r t e r of t h i s year. " I n Cost C u t t i n g Move, UP 

Plans t o Lay Off 600", Journal of Commerce. September 10, 1998. 

The Consensus Plan seeks t o s t i r the pot again i n the 

Houston/Gulf Coast area. Should the Board f i n d t h a t some or a l l 

of the Consensus Plan i s i n the p u b l i c i n t e r e s t , BMWE submits the 

Board a l s o must ensure t h a t the i n t e r e s t s of maintenance of way 

f o r c e s a f f e c t e d by the Plan are f u l l y p r o t e c t e d under the New 

York Dock c o n d i t i o n s . ' 

The Consensus Plan proposes two i i n e t r a n s f e r s : 1) a f o r c e d 

sale of UP's out of s e r v i c e l i n e between Rosenberg and V i c t o r i a , 

Texas t o the Tex-Mex; (Item 6) and 2) a f o r c e d swap of the UP's 

Beaumont S u b d i v i s i o n i n exchange f o r a Tex-Mex/KCS c o n s t r u c t e d 

p a r a l l e l l i n e t o UP's e x i s t i n g l i n e i n the L a f a y e t t e S u b d i v i s i o n 

between Dawes and Langham Road, Beaumont, Texas (Item 8)." 

A d d i t i o n a l l y , the Consensus Plan seeks a grant of trackage r i g h t s 

t o the Port Terminal R a i l r o a d A s s o c i a t i o n ("PTRA") throughout the 

l i m i t s of the o l d Houston B e l t Terminal R a i l r o a d ("HBT") (Item 

2 ) . F i n a l l y , the Plan seeks f o r c e d trackage r i g h t s over the UP's 

Galveston S u b d i v i s i o n f o r the PTRA (Item 3 ) . There i s not one 

The p r o t e c t i v e c o n d i t i o n s contained i n New York Dock 
Ry.-Control-Brooklyn Eastern D i s t . Term., 360 I.C.C. 60, a f f ' d 
sub nom.. New York Dork Rv. v. U.S.. 609 F.2d 83 (2d C i r . 1979). 

^The Plan a l s o seeks the f o r c e d t r a n s f e r of UP's Booth Yard 
i n the Houston Terminal t o Tex-Mex (Item 7 ) . 
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mention i n a l l of these requests of t h e i r possible impact on 

maintenance of way foices c u r r e n t l y working i n those areas. 

The forced swap of the UP's Becumont Subdivision to the Tex

Mex/KCS would a f f e c t the 30-40 maintenance of way employees 

c u r r e n t l y working on that l i n e . Declaration of Roger D. Sanchez 

at f 4 . Nothing i n the Consensus Plan discusses what w i l l happen 

to those employees when t h e i r jobs are cut o f f f o l l o w i n g the 

tra n s f e r of the l i n e . 

A d d i t i o n a l l y , while the Consensus Plan blandly states that 

the UP's out of service l i n e between Rosenberg and V i c t o r i a w i l l 

be restored to Federal Railroad Administration Class 4 track 

standards by the Tex-Mex, the Plan i s s i l e n t as how t h i s upgrade 

w i l l be done. Presently, the Tex-Mex operates w^th a depleted 

maintenance of way force that i s inadequate to perform 

maintenance and construction on the e x i s t i n g Tex-Mex l i n e s 

without s i g n i f i c a n t amounts of subcontracting. Sanchez Decl. at 

SIS. The reduction of Tex-Mex's unionized maintenance of way 

forces has occurred since December 1̂ 196. Then, Tex-Mex employed 

about 40 people i n i t s maintenance of way operations. I d , at f 6 . 

In August 1998, that number had been reduced to 20, I d , Tex-Mex 

has not hired anyone i n the maintenance of way department since 

1996, I f Tex-Mex i s t r y i n g to a t t r i t e i t s unionized maintenance 

The Declaration of Roger D, Sanchez i s attached at Exhibit 
1, 
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of way workforce, i t i s v i o l a t i n g i t s legal o b ligations under the 

Railway Labor Act, 45 U,S,C. §151, et seq,, I f Tex-Mex has 

reduced i t s forces because i t cannot a f f o r d a 40 man force f o r 

e x i s t i n g l i n e s , i t would make Tex-Mex's claims about 

r e h a b i l i t a t i o n of the Rosenberg to V i c t o r i a I'.ne less than 

c r e d i b l e . In ei t h e r event, the Board cannot approve t h i s item of 

the Plan without a d d i t i o n a l information from T^x-Mex. 

The proposed forced grant of trackage r i g h t s to the PTRA 

also i s problematic. The HBT i s gone. In l a t e 1997, the HBT's 

maintenance of way forces were apportioned between the UP arid The 

Burlington Northern Santa Fe Railway Company ("BNSF"), 

Declaration of B i l l R, Palmer at S13,' Of the 30 HBT maintenance 

of way employees, eight (8) transferred to BNSF, the remainder 

t r a n s f e r r e d to the UP and now hold s e n i o r i t y r i g h t s w i t h i n the 

consolidated Palestine Division I d , The PTRA employs about 30-

35 maintenance of way employees I d , Again, the Consensus Plan 

i s s i l e n t as to the impact the grant of trackage r i g h t s to the 

PTRA w i l l have on these employees. 

Any inconsistent application must contain a labor impact 

statement, 49 C,F,R, §1180.6. The Consensus Plan does not 

contain a statement of the possible impacts upon maintenance of 

way employees affected by the various items i n the Plan. While 

the Labor Impact Statement incorporated i n the Plan contends "the 

^The Declaration of B i l l R, Palmer i s attached as Exhibit 2 
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Consensus Perties a n t i c i p a t e no adverse e f f e c t on applicant 

c a r r i e r s ' employee" and therefore the issue of pro^.ective 

agreements i s moot" (Consensus Plan at 100), the Pian i s too 

g l i b . 

The Consensus Parties do not even mention possible adverse 

impacts on UP, Tex-Mex or PTRA employees. Instead, the Plan 

suggests that "to the extent that the requested conditions r e s u l t 

i n an adverse impact on employees of UP, UP would be required to 

provide, with respect to those employees, the applicable labor 

p r o t e c t i o n already imposed by the Board as part of the main UP/SP 

proceeding." Consensus Plan at 100-01. That " s o l u t i o n " does not 

protect the i n t e r e s t of the employees. The Board i n i t i a t e d t h i s 

proceeding because i t believes "the service emergency i n the 

Houston/Gulf Coast region remains ongoing," Decision No, 1 

(corrected) at 5, The Consensus Parties presented t h e i r plan i n 

an e f f o r t to resolve t h i s perceived service problem. Those 

Parties and t h i s Board must ensure that i f the Plan i s adopted i n 

whole or i n part, the maintenance of way employees working i n the 

region are protected, S.mply dumping any protective obligations 

upon the UP i s not a s o l u t i o n . The Board should expressly state 

that the New York Dock conditions are applicable to a l l 

maintenance of way employees affected by the P.Ian, The Board 

should also include a provision that any protective obligations 

created by the Plan are guaranteed by the applicants, even i f the 



C e r t i f i c a t e of Service 

I hereby c e r t i f y that today I served a copy of the foregoing 

Comments by f i r s t class mail upon a l l parties of record. 

Donald F, Griffin '' -f^< ^rryj 

Dated: September 18, 1998 
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employees make t h e i r claims to a c a r r i e r that i s not one of the 

Consensus Parties, Placing the protective burden on the 

applicants w i l l help ensure that the Plan i s implemented i n a 

manner that causes the least harm to employees because the 

applicants w i l l have a substantial f i n a n c i a l stake i n ensuring 

that r e s u l t , BMWE re s p e c t f u l l y submits t h i s r e s u l t would provide 

a f a i r and equi.table arrangement to protect the i n t e r e s t of a l l 

maintenance of way employees i n the Houston/Gulf Coast region. 

Respectfully submitted. 

Donald F, G r i f f i n 
Assistant General Counsel 
Brotherhood of Maintenance of 

Way Employes 
10 G Street, N,E,,Suite 400 
Washington, DC 20002 
(202) 638-2135 

Dated: September 18, 1998 
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BEFORE THE SURFACE TRANSPORTATION BOARD 

STB Finance Docket No. 32760 (Sub-No. 26) 

UNION PACIFIC CORP., UNION PACIFIC R.R., AND 
MISSOURI PACIFIC R.R.-CONTROL & MERGER-SOUTHERN 
PACIFIC RAIL CORP., SOUTHERN PACIFIC TRANS. CO., 

ST. LOUIS SOUTHWESTERN RY., SPCSL CORP., AND 
THE DENVER & RIO GRANDE WESTERN R.R, 

HOUSTON/GULF COAST OVERSIGHT 

DECLARATION OF ROGER D. SANCHEZ 

I hold the elected p o s i t i o n of General Chairman of the 

Southern P a c i f i c A t l a n t i c Federation ("Federation"), 

Brotherhood of Maintenance of Way Employes ("BMWE"). Prior 

t o the merger of the Union Pacific and Southern P a c i f i c , the 

Federation represented, f o r c o l l e c t i v e bargaining purposes, 

maintenance of way employees employed by the Southern 

P a c i f i c "Eastern Lines" (ei^.st of El Paso, Texas), the St. 

Louis Southwestern Railway ("Cotton B e l t " ) , and the 

Oklahoma, Kansas, Texas Railroad, Today, the Federation i s 

one of a number of subordinate BMWE organizations 

representing maintenance of way employees on the merged 
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Union P a c i f i c system. Also, the Federation represents 

maintenance of way employees working f o r the Texas Mexican 

Railway ("Tex-Mex"). 

I have reviewed the various f i l i n g s i n t h i s proceeding and 

have given special a t t e n t i o n to the so-called "Consensus 

Plan" submitted by the Chemical Manufacturers Association, 

the Railroad Commission of Texas, Tex-Mex, The Society of 

the Plastics Industry, Inc., the Texas C>^.imical Council, and 

the Kansas Cit y Southern Railway Company ("KCS"). 

Item 8 of the Consensus Plan proposes an exchange of UP's 

Beaumont Subdivision to KCS/Tex-Mex when those tÂ o c a r r i e r s 

complete construction of a p a r a l l e l l i n e b u i l t alongside 

UP's e x i s t i n g Lafayette Subdivision, This proposal could 

harm employees holding s e n i o r i t y r i g h t s on both 

subdivisions, 

The t r a n s f e r of the Beaumont Subdivision t o KCS/Tex-Mex 

would have an immedi.ate impact on the 30 t o 40 maintenance 

of way employees c u r r e n t l y working on the l i n e . Their UP 

jobs would be abolished and nowhere i n the Consensus Plan i s 

there any discussion of che fa t e of these employees. For 

example, does KCS/Tex-i.ex conLemp.Late tha t they w i l l be 

subject t o a New York Dock implementing agreement permitting 
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therci t o f o l l o w t h e i r work? Or, do KCS/Tex-Mex consider any 

adverse impact upon these employees to be UP's concern only? 

The Board should not consider the Consensus Plan u n t i l 

the applicants d e t a i l how these employee concerns w i l l be 

resolved. 

Item 6 of the Consensus Plan proposes that UP be forced to 

s e l l i t s out of service l i n e between Rosenberg and V i c t o r i a 

to Tex-Mex. While the Plan proposes an upgrade t o t h i s l i n e 

to FRA Class 4 track standards, the Plan i s s i l e n t as to how 

t h i s upgrade w i l l be done. Presently, the Tex-Mex operates 

a depleted maintenance of way force that i s inadequate to 

perform maintenance and construction on e x i s t i n g Tex-Mex 

li n e s without s i g n i f i c a n t amounts of subcontracting. 

In December 1996, Tex-Mex employed about 40 people i n i t s 

maintenance of way department. In August of t h i s year, that 

number was down to 20, w i t h an ad d i t i o n a l 20-25 

subcontractors being used t o augment the maintenance of way 

forces. While Tex-Mex's manpower needs have not dropped 

since 1996, i t s unionized maintenance of way force has been 

reduced by h a l f . Indeed, Tex-Mex has not h i r e d anyone i n t o 

the departmf;nt since 1996. In my opinion, Tex-Mex i s t r y i n g 

to a t t r i t e i t s own maintenance of w.ay forces to zero and 
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subcontract a l l maintenance of way work. 

7. The Federation continues to submit claims under the e x i s t i n g 

c o l l e c t i v e bargaining agreement i n order to remedy Tex-Mex's 

continuing v i o l a t i o n s of the agreement i t made wi t h the BMWE 

regarding subcontracting. Tex-Mex's l i a b i l i t y under these 

claims, i f sustained, now amounts to at least $500,000. The 

Consensus Plan does not discuss these issues which d i r e c t l y 

involve Tex-Mex's f i n a n c i a l condition and i t s a b i l i t y to 

safely maintain cind operate the l i n e s of r a i l r o a d i t seeks 

to obtain, 

8. I cannot comment f u r t h e r on the Consensus Plan because of 

i t s silence on employee impacts generally. I believe the 

Board should require the p a r t i e s supporting the Plan to 

d e t a i l what impact t h i s Plan w i l l have on employees, 

es p e c i a l l y those i n the maintenance of way department. 

I , Roger D. Sanchez, declare under penalty of pe r j u r y that the 

foregoing i s true and correct. Further, I c e r t i f y that I am 

q u a l i f i e d and authorized to f i l e t h i s declaration. Executed on 

September /6 . 1998. 

Roger D. Sanchez 
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BEFORE THE SURFACE TRANSPORTATION BOARD 

STB Finance Docket No. 32760 (Sub-No. 26) 

UNION PACIFIC CORP., UNION PACIFIC R.R., AND 
MISSOURI PACIFIC R.R.-CONTROL & MERGER-SOUTHERN 
PACIFIC RAIL CORP., SOUTHERN PACIFIC TRANS. CO., 

ST. LOUIS SOUTHWESTERN RY., SPCSL CORP., AND 
THE DENVER & RIO GRANDE WESTERN R.R. 

HOUSTON/GULF COAST OVERSIGHT 

DECLARATION OF BILL R. PALMER 

I hold the elected p o s i t i o n of General Chairman of the 

Missouri P a c i f i c System Federation ("Federation") of the 

Brotherhood of Maintenance of Way Employes ("BMWE"). The 

Federation represented maintenance of way employees working 

f o r the former Missouri P a c i f i c Railroad p r i o r t c the Union 

Pacific/Southern P a c i f i c merger. Now, the Federation i s one 

of a number of subordinate BMWE organizations representing 

maintenance of way employees on the merged Union P a c i f i c 

Railroad Company ("UPRR") system. The Federation also 

represents maintenance of way employees working f o r *-.he 
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Kansas City Southern Railway Company and The Port Terminal 

Railroad Association ("PTRA"), 

2. I have had the opportunity t o review the various 

applications f i l e d i n t h i s proceeding, and have given 

special a t t e n t i o n to the "Consensus Plan" submitted by The 

Chemical Manufacturers Association, the Railroad Commission 

of Texas, the Texas Mexican Railway Company, The Society of 

the Plastics Industry, Inc., the Texas Chemical Council and 

the Kansas Cit y Southern Railway Company, I must note that 

the Consensus Plan i s s i l e n t as t o i t s impact on maintenance 

of way employees i n the Houston/Gulf Coast area, 

3. I n order to remedy the shortcomings i n information presented 

i n the Consensus Plan, the Board should be aware that PTRA 

presently employs about 30-35 maintenance of way employees. 

Also, i n 1997, the UPRR and the Burlington Northern Santa Fe 

Railway Company ("BNSF") dissolved the separate maintenance 

of way operations of the Houston Belt & Terminal Railway 

Company {"HBT"). The HBT formerly employed about 30 

maintenance of way employees: 8 of those employees 

transfe r r e d to BNSF, the remainder t r a n s f e r r e d to the UPRR 

and hold s e n i o r i t y i n the consolidated Palestine Di v i s i o n . 
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4. The i n t e r e s t s of these employees deser'"e to be respected. 

Accordingly, the Board should not consider the Consensus 

Plan u n t i l the applicants account f o r the Plan's impact on 

maintenance of way employees. At a minimum, these employees 

should be protected by the New York Dock conditions. 

I , B i l l R. Palmer, declare under penalty of p e r j u r y that the 

foregoing i s true and correct. Further, I c e r t i f y that I am 

q u a l i f i e d and authorized t o f i l e t h i s d eclaration. Executed on 

September , 1998. 

B i l l R. >>almer 
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September 17, 1998 

Office of the Secretaiy 
Case Control Unit 
AITN: STB Finance Docket No. 32760 (Sub-No.26) 
Surface Transportation Board 
1925 K Street, N.W. 
Washington, DC 20423-0001 

mmofmealth 

' miates 

Re: STB Finance Docket/No. 32760 (Sub-No. 26)_ 
Union Pacific Corp., et al. - Control &.M«ger - soutnern Pacific Corp., et al. 

(Sub-No. 26) Houston/Gulf Coast Oversight Proceeding / ^7 / ^ 

(Sub-No. 28) Burlington Northem and Santa Fe Railway Company— 
Terminal Trackage Rights—Texas Mexican Railway Company <y /^J^ ^ ^ 

(Sub-No. 29) Burlington Northem and Santa Fe Railway Company— / 
Application for Additional Remedial Conditions Regarding Houston/Gulf Coast Area ^ / / C^(^ 

(Sub-No. 30) Texas Mexican Railway Company, et al.-
Request For Adoption of Consensus Plan 

Dear Secretary Williams: 

Enclosed for filing in the above-referenced docket are an original and twenty-five copies 
of the Joint Comments of Shell Oil Company and Shell Chemical Company. Also enclosed 
is a 3.5 inch diskette, containing the Request in a format which may be converted to Word 
Perfect 7.0. 

Copies of these Joint Comments are also concurrently served on all other parties of 
record. 

Respectfully submitted. 0«,ce of the Secretary 

S£P ? 1 iq.qfi 
Part o'. 

Public RecortJ 

David L. Hall 

13103 FM I960 Woi • SM/tf 204 • HOIWtON, TfJMJ 77065-4069 • Tfl ( M l ) 970-6700 • F<U ( M l ) 970-6800 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

WASHINGTON, D. C. 

FINANCE DOCKET NO. 32760 
UNION PACIFIC CORP., ET AL. - CONI ROL & MERGER 

SOUTHERN PACIFIC RAIL CORP., ET AL. 
HOUSTON 'GULF COAST OVERSIGHT PROCEEDING 

(Sub-No. 26) Houston/ Gulf Coast Oversight Proceeding 

(Sub-No. 28) Burlington Northem and Santa Fc Railway Company— 
Tenninal Trackage Rights—Texas Mexican Railway Company 

(Sub-No. 29) Burlington Northem and Santa Fc Railway Company— 
Application for Additional Remedial Conditions Regarding Houstoa/Gulf Coast Area 

(Sub-No. 30) Texas Mexican Railway Company, et al.— 
Request For Adoption of Consensus Plan 

JOINT COMMENTS OF 

SHELL OIL COMPANY AND SHELL CHEMICAL COMPANY 

Due Datc: September 18,1998 

Brian P, Felker 
Manager of Products Traffic 
Shell Chemical Company 
One Shell Pia/a 
Post Office Box 2463 
Houston, Texas 77252 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

WASHINGTON, D. C. 

FINANCE DOCKET NO. 32760 
UNION PACIFIC CORP., ET AL. - CONTROL & MERGER -

SOUTHERN PACIFIC RAIL CORP., ET AL. 
HOUSTON/GULF COAST OVERSIGHT PROCEEDING 

(Sub-No. 26) Houston/Gulf Coast Oversight Proceeding 

(Sub-No. 28) Burlington Northem and Santa Fe Railway Company— 
Temiinal Truckage Rights—Texas Mexican Railway Company 

(Sub-No. 29) Burlington Northem and Santa Fc Railway Company— 
Application for Additional Remedial Conditions Regarding Houstoa'Gulf Coast Area 

(Sub-No. 30) Texas Mexican Railway Company, ct al.— 
Request For Adoption of Consensus Plan 

JOINT COMMENTS OF 

SHELL OIL COMPANY AND SHELL CHEMICAL COMPANY 

Shell Oil Company and.'or Shell Chemical Company "for itself and as agent for 

Shell Oil Company" (hereinafter jointly referred to as "Shell"), in response to the 

opportunity afforded by the Surface Transponation Board (Board or STB) by its Decision 

served August 4. 1998 in Finance Docket No. 32760 (Sub-No. 26), Union Pacitlc Corp., 

et al. " Control & Merger - Southem Pacific Rail Corp., et al., Houston.̂ Gulf Coast 

Oversight Proceeding, hereby file joint comments regarding the requests for new 

conditions which have been accepted for consideration by the Board. Both companies are 

corporations, the address of which is One Shell Pla/a, Post Office Box 2463, Houston, 

Texas 77252. 



I - SHELL INTEREST 

Shell owns and operates a petrochemical plant at Deer Park, Texas which generates 

approximately 12,500 annual rail carloads, inbound and outbound. In addition. Shell ships 

to and receives ft-om other Houstoa'Gulf Coast region facilities approximately 8,000 annual 

rail carloads. Because of the global nature of our business. Shell operations worldwide have 

been significantly impacted by the UP service meltdown in the westem United States and 

particularly in the Houston/Gulf Coast region. The inability of the UP to provide timely 

and efticient rail service has delayed deliveries to customers. Shell plants have also 

experienced delays in the inbound shipment of raw materials. This has resulted in dismpted 

production processes and, in one case, a Shell plant shutdown. 

It is our belief that these degraded service levels are a diiect consequence of the 

diminution of rail competition in the Houston/Gulf Coast region. It is in Shell's interest, 

and indeed in the interest of the U.S. economy, to restore rail competition to this vitally 

important industrial region. By instituting this proceeding the Board has positioned itself to 

implement policies which will facilitate the restoration of Houston/Gulf Coast region rail 

competition. With this thought in mind we would like to offer our comments conceming 

the requests for new conditions that have been filed and accepted by the Board proĵ wsing 

pt.manent rail realignment of the existing UP/SP network in the Houston/Gulf Coast 

region. 



H • INTRODLCTION 

The Shell Companies filed a Joint Request for New Remedial Conditions in this 

proceeding on July 8, 1998. That filing supported the objectives and operational strategies 

ofthe Consensus Plan, filed on the same date. The sole exception to Shell support for the 

Consensus Plan was to the possibility that the implementation of any of the items in the 

plan would involve the taking of property. We reiterate that position in this filing. Shell 

does not cor donc the taking of property nor support the forced sale of assets. 

These Joint Comments also reiterate our support for the objectives of the Consensus 

Plan. In addition we have analyzed the plans submitted by The Burlington Northem & 

Santa Fe Railway Company (BNSF), E. I. DuPont de Nemours and Co., Dow Chemical 

Co., Formosa Plastics Corp., Central Lighting & Power Co., Greater Houston PartncTship, 

Cepital Metropolitan Transportation Authority and Houston & Gulf Coast Railroad. 

These Joint Comments provide the Shell Companies position and recomrricndations 

regarding the Consen.sus Plans and certain elements of the BNSF plan. Shell reserves 

comment on the b̂ ilancc. 

Support for the Shell recommendations which follow is found in the Verified 

Statement of David L. Hali, attached hereto. 



HI - SHELL RECOMMENDATIONS REGARDING 

RFQII : ; T S F 0 R N E W CONDITIONS 

« W « T O S i ; S PLAN 

Shell recommends adoption and implementation, with modifications as noted 

below, of the Consensus Plan proposed by representatives of the Chemical Manufacturers 

Association (CMA), Society of Plastics Industries (SPI), Texas Chemical Council (TCCj, 

Texas Railroad Commission (TRC), Texas Mexican Railway Company (Tex Mex), and the 

Kansas City Southem Railway Company (KCS). The STB should: 

• Permanently adopt the following provisions of Emergency Service Order No. 

1518 dated October 31,1997, as extended by Supplement 1 issued December 4, 

1997 and Supplement 2 issued Febmary 25, 1998, collecfively referred to as 

ESO 1518 herein; 

0 Issue permanent authority to the Tex Mex to reeeive and transport any 

traffic to or from sl ippers served by The Port Terminal Railway 

Company (PTRA) or the fonner Houston Belt & Terminal Railway 

Company (HBT). as granted temporarily under ESO 1518. This would 

remove the requirement imposed in Decision No. 44 of the UP/SP 

inerger which denied Tex Mex access to suf-h tratTic unless it had prior 

or subsequent movement on the Tex Mex between Corpus Christi and 

Laredo. 

0 Establish permanent Tex Mex trackage rights over the UP between 

Placedo and Algoa, Texas and over the BNSF between Algoa and 
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TN&O Junction uith a trackage rights fee equi\'alent to that established 

for BNSF over UP track in UP/SP Merger Decision No. 44. 

• Restore neutral switching lost in Houston with the dissolution of HBT by UP 

and BNSF and open the Houstoa'Gulf Coast region to competition. With PTRA 

as the neutral switch carrier, the neutral switching area should include; 

0 All industries and trackage served by the former HBT. 

0 All industries and trackage served by the PTRA. 

0 All shippers located on the former SP Galveston Subdivision between 

Harrisburg Junction and Galveston. 

0 Galveston over both the UP and former SP routes between Houston and 

Galveston, and including all industries located along these lines. 

• Grant PTRA access to the former SP and UP yards at Strang and Galveston to 

facilitate service to local industries as well as the switching and classification of 

rail cars for those railroads which interchange with PTRA. 

• Require neutral dispatching, located, managed and administered by the PTRA 

wit'lin the neutral switching area. 

• Grant all railroads serxing Houston terminal trackage rights over all tracks 

within the neutral switching area to enable PTRA to route trains in the most 

efficient manner. 

• Require UP and BNSF to restore the Port of Hoaston Authority as a full voting 

manber ofthe PTRA Board and add the Tex Mex to the PTRA Board. 



Facilitate the sale by UP to Tex Mex of llie fonner SP line between Milepost 

0.0 at Rosenberg and Milepost 87.8 at Victoria, Texas. While the Consensus 

Plan advocates requiring UP to sell this track. Shell woukl prefer the parties 

agree to the transfer of this asset at a mutually acceptable price. If no such 

agreement can be reached the matter should be submitted to arbitration. 

Require reconstmction ofthe Rosenberg to Victoria line by Tex Mex and grant 

UP and BNSF trackage rights over that line when complete " 

Grant Tex Mex trackage rights over the UP line between Milepost 87.8 and the 

UP Port Lavaca Branch at Victoria with a trackage rights fee equivalent to that 

established for BNSF over UP track in UP/SP Merger Decision No. 44. 

Require Tex Mex to relinquish current trackage rights on the UP Glidden 

Subdivision between Tower 17, Rosenberg and Flatonia upon commencement 

of Tex Mex operations over the Rosenburg-Victoria line as set forth above. 

Facilitate the sale by UP to Tex Mex of Booth Yard in Houston. While the 

Consensus Plan advocates requiring UP to sell this Yard, Shell would prefer the 

parties agree to the transfer of this asset at a mutually acceptable price, under 

mutually acceptable conditions. If no such agreement can be reached the matter 

should bc submitted to arbitration. 

Facilitate Tex Mex/KCS constmction of a new rail line along the right of way 

adjacent to the UP Lafayette Subdivision between Dawes and Langham Road in 

Beaumont and the subsequent exchange of this line for the UP Beaumont 

Subdi\ision between Settegast Junction. Houston and Langham Road, 



Beaumont, with BNSF and UP trackage nghts over Settegast Junction to 

Langham Road and Tex Mex trackage rights between Dawes and Langham 

Road. While the Consensus Plan advocates requiring UP to participate in this 

transaction. Shell would prefer the parties agree to the transaction under 

mutually acceptable conditions. If no such agreement can be reached the matter 

should be submitted to arbitration. 

BNSF PLAN 

Shell recommends adoption and implementation, with modifications as noted 

below, ofthe BNSF plan. The STB should: 

• Grant BNSF overhead trackage rights over any UP line(s) necessary to 

eliminate a disadvantage imposed by UP dictation of directional operations on 

lines where BNSF has existing trackage rights. For example; 

0 Grant pennanent bi-directional trackage rights on Caldwell-Flatonia-

San Antonio Line. 

0 Grant permanent bi-directional trackage rights on Caldwell-Flatoiia-

Placedo Line. 

• Establish neutral switching supervision ofthe Baytown/Cedar Bayou Branch. 

• Establish neutral switching supervision of the Sabine/Chaison Branch. 

• As part of a Houston Terminal area neutral switching district, assign PTRA 

operation on the UP Clinton Branch in Houston (Houston Elevator). 



Shell supports the railroad realignment proposal for Houston and the Gulf Coast 

Area that has been submitted by the Consensus Group. Shell has always advocated the 

need for rail competition to provide a level of service that meets the shipping public's 

need, consistent with a reasonable lexel of rates that adequately compensates the railroads 

perfonning the ser ice. We feci ihere is a definite need for the Tex Mex to have access to 

Houston Tenninal shippers. And by access, we mean equal access and not being treated 

like a "step child". To insure everyone has an equal opportunity, the Board needs to 

assign the PTRA to pcrfomi neutral switching and dispatching in the Houston Tenninal. 

However, we do not advocate the seizure of property to accommodate this railroad 

realignmer.t. 

Shell also suppcrf^ the BNSF's general principle of beir", granted directional 

trackage rights when and where the UP unilaterally imposes "directional operations". 

The BNSF must bc permitted to "go with the fiow" and opposed to "swimming 

I pstream". 

Finally, Shell believes that the principles of competition can best be advanced 

through access to a third railroad, neutral switching and neutral dispatching, and not 

through solutions crafted solely for individual industry shippers. 



Respectfully submitted. 

SHELL CHEMICAL COMPANT 
For itself and as Agent for Shell Oil Company 
By its Managa- of Products Trafiic 

-V 

Brian P Felker 
One Shell Plaza 

Dated: September 17, 1998 Houston, Texas 77252 
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1 - IDENTIFICATION A ND QUALIFICATIONS OF AFFIANT 

My name is David L. liail. I am President of COMMONWEALTH 

CONSULTING ASSOCIATES, with offices at 13103 F.M. 1960 West, Suite 204, 

Houston, Texas, 77063. COMMONV/EALTH CONSULTING ASSOCIATES provides 

management consulting services, inciuding practice areas in logi.tics and information 

systems. A detailed statement of my qualifications may be found in Appendix A hereto. 

II • INTRODUCTION 

This Verified Statement is submitted in support of the positions of Shell Oil 

Company and/or Shell Chemical Company "for itself and as agent for Shell Oil Company" 

(hereinafter jointly referred to as "Shell"), as set forth above by Brian P. Felker. The Joint 

Comments are in response to the requests for new conditions filed by certain parties of 

record' on JUIN' 8, 1998 which were accepted for consideration by the Surface 

Transpcrtation Board (Board or STB) in its decision served August 4, 19'>8 in Finance 

Docket No. 32760 (Sub-No. 26), L'nion Pacific Corp.. et al. - Control &^MeiSSI_z: 

Southem Pacific Rail Corp.. ct al.. Houston/Gulf Coast OversiahUEii'egfcdimi-

' Commonwe 'th received requests for new conditions filed by T he Consensus Gioup (i he Chemical 
Manufacturers .̂ ssoc. The Railroad Commission of lexas. TTie le.xas Mexican Railway Lonipar.y. Ihe 
Society ofthe Plastics industry. Inc.. Ihe Texas Chemical Council, and Ihc Kansas City Southem Railway 
Company). The Burlington .Northern & Santa Fe Railway Company, l i . I . DuPont de Nemours pjid Co., 
Dow Chemical Co.. l ormosa Plastics Corp.. Central Lighting &. Power Co . Greater HousMn Par;nership. 
Capital Metropolitan I ransportation Authority and Houslon & Gulf Coast Railroad. 



Ill-SCOPE OF JOINT SHELL COMMENTS 

The comments of the Shell Companies address the requests for new conditions 

which were submitted by (1) the Texas Mexican Railway Company (Tex Mex), Kan.sas 

City Southem Railway Company (KCS), certain shipper and govemmental interests 

(jointly referred to herein as "Consensus Group"); (2) the Burlington Northem and Santa 

Fe Railway Company (BNSF); and (3) certain individual shippers. 

The Ê oard assigned Sub Numbers in the instant Docket to the requests for new 

conditions which it accepted for consideration. The Docket Sub Numbers are addressed 

in the Sections of this Statement as follows: 

IV - CONSENSUS PLAN: (Sub-No. 30) Te.xas Mexican Railway Company, et 
al.—Request I'or Adoption of Consensus Plan 

V - THE BURLINGTON NORTHERN SANTA EE RAILROAD 
APPLICATIONS; (Suh-No. 2H) Burlington Northern and Santa Fe Railway 
Company—Terminal Trackage Rights—Texas Mexican Railway Company and 
(Suh-No. 29) Burlington Northern and Santa Fe Railway Company —Application 
for Additional Remedial Conditions Regarding Houston/Gulf Coast Area 

The Tex Mex and KCS plan to rehabilitate the line between Rosenberg and 

Victoria, Texas was assigned Sub-No. 27, Texas Mexican Railway Company and Kansas 

Cily S.nnh(,;m Railway—Constmction Exemptinn^-Rail Line Between Rosenbert? and 

Victoria, TX by the Board. This plan fo.- submitted by the Consensus Group under Sub-No. 

30 and my comments regarding that plan are found in Section IV below. 

The Houston and Gulf Coast Railroad submitted a proposal for trackage rights and 

forced line sales which the Board accepted for consideration as (Sub-No. 31) Houston & 



Gulf Coast Railroad- Application fbr Trackage Rights and Forcal Line Sales. Shell 

reserves comment on this proposal a! the present time. 

The Capital Metropolitan Transportation Authority submitted a request for limited 

remedial conditions which the Board accepted for consideration as (Sub-No. 32) Capital 

Metropolitan Transportation Authority - Responsive Application—Interchange Rights. 

Shell reserves comment on this proposal at the present time. 

Several shippers submitted individual plans to enhance access to competition at 

specific plant sites. Shell reserves comment on the specifics of these plans at this time. It 

is Shell's position that all shippers will benefit i f tme rail lo rail competition is re

introduced to the Houston Gulf Coast Region by providing access to a third linehaui 

railroad, reinstituting neutral switching and introducing neutral dispatching. 



IV - CONSENSLS PLAN: 
(Sub-No. 30) Texas Mexican Railway Company, et aL— 

Request For . idoption of Consensus Plan 

The request for adoption of new conditions submitted by the Consensus Group, 

styled, and referred to hereinafter, as Consensus Plan, was assigned Sub Number 30 of 

the instant Docket by the Board. The Consensus Plan is evaluated by the individual item 

numbers as submitted by the Consensus Group. 

IIEftlJX3l--RimQveJhe xestriction 
between Corpus Christi/Robstown and Beaumont, Texas other than that traffic 
w hich has a prior or subsequent movement on the Tex Mex between Corpus 
Christi/Robstown and Laredo. 

When the Board approved the UP/SP merger, a condition of that approval granted 

the T ex Mex trackage rights which pennitted them to serve Houston area shippers and/or 

consignees. However, a restriction was added to the trackage rights granted the Tex Mex 

which limited the Houston area traffic it could handle to that which had a prior or 

subsequent movemem over the Tex Mex Corpus Christi-Laredo line. 

With the advent of the UP'SP service problems after the merger, eventually 

resulting in issuance of STB Emergency Service Order (ESO) 1518, this restriction was 

removed and Tex Mex was pennitted to serve any shipper and/or consignee in the 

Houston Terminal that was switched by either the PTRA and/or the HBT. 

Pennanent removal of this restriction is cmcial i f we are to restore tme rail to rail 

coinpetition in the Houston/Gulf Coast area. At the present a duopoly exists in the 

Houston Gulf Coast Region, as in much of the westem United States, with nearly all of 

the rail traffic di\ ided up between UP and BNSF. In actuality the Houston Gulf Coast is 



closer to a tme monopoly with L'P controlling 9 of the 11 mainlines serving Houston. 

The addition of the Tex Mex to the Houston market without restrictions on the 

class of customer served wili promote rail to rail competition in the Houston Gulf Coast 

Region. This increased competition will benefit shippers and railroads di ke, including 

the UP/SP and the BNSF. 

ITEM llbJ dVlaintain the trackage rights grantedl<LTeJLM*JLii![ver ilie_lir.Algog 
jRoiit<Lj8!id_flm: the BJSSEbj^^ 

The Tex Mex trackage rights from Corpus Christi/Robstown to Beaumont require 

it to traverse a circuitous route. The trackage rights granted Tex Mex by the Board from 

Robstown to Houston (an east-northeast movement) require the Tex Mex to operate over 

the old Southem Pacific (SP) Sun.set Line. To reach that line Tex Mex must head north-

northwest out of Plncedo through Victoria to Flatonia before heading east to Houston 

over the Sunset Line. 

In addition to the handicap faced by Tex Mex trying to handle Laredo to 

Beaumont traffic over a circuitous route, there is significant congestion on the Sunset 

Route. Being forced to travel one ofthe UP's most heavily congested traffic lanes into 

and out of .Houston is a further handicap to the Tex Mex providing efficient and cost 

effective service from Laredo to Beaumont. 

In November 1997 the UP initiated directional routing to facilitate movement over 

its Browns\'ille Subdivision. In so doing UP severely impaired both the Tex Mex and 

BNSF operations to the Laredo gateway. Both raiiroads were experiencing delays of as 

much as 24 hours waiting for permission from the UP to move their trains against the 



now uni-directional fiow ofthe UP. 

Implementation of directional running could havc been a positive step for all 

shippers, consignees and railroads in the Houston Gulf Coast Region by helping to 

relieve congestion. However, the UP refusal to grant the Tex Mex and the BNSF 

directional trackage rights to accommodate their revised operations contributed to the 

congestion in the region. Rather than act in a reasonable fashion, even in an emergency 

situation where Houston was almost in gridlock, UP abused its monopoly power by 

implementing directional operations to the detriment of BNSF, Tex Mex and the shippers 

and consignees in the Houston area. It took ESO 15\H to give both the BNSF and the 

Tex Mex trackage rights over the Algoa route and subsequently facilitate the UP's 

directional mnning south and west of Houston. 

To help relieve the congestion in the Houston Gulf Coast Region caused by the 

UP service meltdown, the Tex Mex was granted temporary trackage rights, under the 

provisions of ESO 1518, between Placedo and Algoa (UP Algoa Route). To 

accommodate the directionai running implemented by UP, Tex Mex was later given 

trackage rights, under the same service order, between Algoa and T&NO Junction on the 

BNSF. 

The Consensus Group is requesting the Tex Mex be granted permanent trackage 

rights between Placedo and Algoa (UP) and Algoa and T&NO Junction (BNSF). 

Shell concurs with the Consensus Group that the Tex Mex should be granted 

permanent trackage rights over the Algoa Route, and then Algoa to TN&O Junction, to 

insure cfTicient c.peralion for all carriers. T he trackage rights granted as a condition of the 

UP/SP m "'•ger are based on a circuitous routing which is counterproductive in terms of 



transit time, use of fuel, labor and other resources. 

In addition, directional mnning cannot be implemented effectively where one or 

more carriers are forced to go against the directional fiow ofthe UP. Because of the UP 

anogance engendered by its monopoly position, it took ESO 1518 to give both the BNSF 

and the Tex Mex trackage rights o\er the Algoa route and subsequently facilitate the 

UP's directional mnning south and west of Houston. Pennanent trackage rights, such as 

those requested by the Consensus Group would add to the efficiency of rail optTations in 

the Houston Gulf Coast Area and reduce the ability of UP to abuse its monoply position 

in the region. 

H E M 2 - Restore neutral switching in Houston granting FHî RA tjAckage^right 
QY£r_thjejQl<LHBT Linesj^ndJtsiLQf appmpmtc_yardi. 

For over 90 years Houston shippers and consignees were able to avail themselves 

of neutral switching in the Houston area. However, the duopoly of UP/SP and BNSF 

unilaterally stopped neutral switching with the dissolution ofthe HBT. 

Since the dissolution of the HBT. L'P mismanagement of the switching in the 

Houston area has exacerbated congestion and foreclosed competitors from efficient 

movement of cars through the Houston tenninal area. 

For example, the Tex Mex must cunently interchange their PTRA traffic to the 

UP at Congress Yard, which is located on the old West Belt in the downtown Houston 

area, rather than to interchange the traffic directly to the PTRA at Basin Yard. The 

subsequent UP mo\ ement of the Tex Mex traffic from Congress Yard to Basin Yard for 

interchange to the PTRA is an extremely low priority. 



As a shipper who is serxed by the PTRA and ships via the Tex Mex, Shell has 

experienced the delays associated with UP neglect of this crosstown switch. UP is 

concemed first and foremost with attempting to move their oun traffic and so 

understandably does not place priority on delivering the traffic of other railroads. UP 

does not allow Tex Mex to deliver tratTic directly to the PTRA on the East Belt at Basin 

Yard because ofthe congestion in that area. 

In a Verified Stateinent submitted by Harian Ritter of KCS, in support of the 

Consensus Plan, Mr Ritter highlights, at page 6, other problems that the Tex Mex has 

experienced with switching serx'ice provided by UP; 

• Lost and misrouted cars. 

• Loaded cars that the Tex Mex interchanged to the UP and which UP 

subsequently returned to the Tex Mex in interchange as an empty, when in fact 

the car was neve:- delivered to consignee to unload; 

•UP unwillingness to locate Tex Mex cars in the tenninal area and to 

switch them to a customer, forcing Tex Mex to locate a car from outside tiiC 

tenninal area and interchange it to UP for delivery to the Tex Mex's shipper; and 

• Empty cars that were interchanged to the UP by the TexMex for delivery 

to a Tex Mex customer's plant for loading, were appropriated by the UP and 

given to its customer for loading and shipment over the UP, leaving the Tex Mex 

customer waiting for delivery of an empty car. 

BNSF traffic is also affected negatively by both the congestion which has resulted 

from the inability of the UP to switch the Houston Terminal area and the precedence UP 

has given its ov\n traffic following the dissolution of the HBT. BNSF problems are 

aggravated by the refusal of UP 'o allow the use of altemate routes, even when they are 



available, in order to avoid congestion. 

For example, in the Verified Statement submitted by Mr. Emest L. Hord in the 

BNSF Application for Remedial Conditions, Mr. Hord states, at page 20 "UP will not 

pennit BNSF to use altemate routes, even though they are available unless prior trackage 

rights agreements are in place with respect to those routes." While this would seem to be 

a reasonable request, the arrogance engendered by the monopoly position UP enjoys in 

the Houston area results in decisions which penalize railroad customers as well as 

competitors. 

This attitude is counterproductive for shippers, consignees and railroads in the 

Houston /Gulf Coast area as well as contributing to the continuation of the grid lock that 

has gripped the west since the UP/SP merger. Neutral switching would eliminate the 

favoritism which is now shown UP traffic, to the detriment of its competitors. 

Neutral switching has worked in major railroad terminals such as Chicago and St. 

Louis for many years. In addition, in the acquisition of Conrail, CSXT and NS are 

implementing neutral switching through the creation of Conrail Shared Asset Areas. 

Neutral switching is a key ingredient to restoring competition to the Houston Gulf Coast 

Area. 

ITEM 3 - Expand the neutral switching area by granting PTRA trackage rights 
between Harrisburg Junction and Galveston and the use of rail yards at Strang and 
Galveston. 

Shell has a plant located in Deer Park which is already served by the PTRA. Shell 

supports this item of the Consensus Plan because rail to rail competition would be 

facilitated by expanding •he neutral switching area to ser\'e .shippers on the Houston Ship 



Channel. Enhanced competition vvould benefit all shippers in the area through improved 

service. 

The use of Strang Yard is a key for the efficient handling oflraffic to and from the 

Ship Channel. Trains can be made up and shipped directly from Strang and empties can 

be retumed directly to Strang thereby eliminating and bypassing the major yards in 

Houston, which have been a cause of the bottleneck and gridlock in the Houston 

Terminal. 

ITEM 4 - Rciiuire neutral dispatching in the Houston n^iilraLswitcliLng area, to bc 
located, managed and 8dminisleredJiy„ JM E l R A i 

Neutral dispatching and neutral switching go hand-in-hand. A neutral switching 

area without neutral dispatching is an invitation for preferential treatment of the 

dispatcher's traffic. Di.scrimination in dispatching is inevitable where neutral dispatching 

is not established. The Consensus Plan and BNSF filings are replete with allegations of 

UP discrimination. 

Neutral dispatching is essential to fair and unfettered rail to rail competition. Fair 

and unfettered competition ui l l maximize service efficiencies and eliminate instances of 

gridlock such as have occurred under L'P monopoly of Houston Terminal switching and 

dispatching. 

ITEMi„-Exjiajid theJ^TRA_Board to 
and the Port of Houston M_fllll mem 

T he proposed Board uould guarantee that the operations of the PTRA with 

respect to neutral switching and dispatching would be fair to all three of the linehaul 
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railroads serving the Houston area. Inclusion of the Houston Port Authority would 

involve the organization representing a segment of the business community which helps 

plan ft)r and facilitates the booming international trade segment :-f the Hou.ston economy. 

ITJEMA^^amre the LLP to sell the old SP Qyt^f.s£rvice line between ̂_R 
TX-anAyjMaria,^TX .and jq-Ml twarollerJrjtcka^^ rights over the UP, to the UP̂ s 
PortLavacA^BrandL. 

It is the contention of the Consensur. Group that tbe abandonm.cnt of this line, 

granted the SP by the Interstate Commerce Commission, was never consummated. The 

Consensus Group contends that the Board therefore has jurisdiction over the line and 

should require that it be sold to Tex Mex under reasonable terms and conditions. 

Tex Mex proposes to upgrade this line and use it in lieu of the trackage rights 

granted in the UP/SP merger from Victoria to Flatonia and then on to Houston over the 

Sunset Route. This new route would add additional capacity to the Houston Gulf Coa.st 

Area railroad infrastructure. In addition, Tex Mex would reduce the circuity of its route 

from Laredo to Houston and avoid the heavily traveled Sunset Route. Tlie rehabilitation 

of this line would eliminate circuitous routing miles by 16 % between Houston and 

Laredo. This line would also be of benefit for directional routing that is bei.ig 

implemented by the UP. 

UP has indicated a willingness to sell the line and has negotiated with Tex Mex 

conceming the purchase price. The UP offer to sell, however, is significantly higher than 

the Tex Mex offer to buy. 

Shell concurs that upgrading the track between Rosenberg and Victoria will 

enhance Houston Gulf Coast railroad operations and increase competition. Since the UP 
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has ofTered to sell the line. Board involvement would not require forced divestiture, only 

facilitation of negotiation on sale price. As a last resort the parties could submit the 

matter ofthe sale price to binding arbitration. 

ITEM 7 - Require UP to sell or Jeasc an-Cxi5tingj-ail^ard,i-nlioMStQn to lexJVlcx. 

At the present time there are thirty-three railroad yards in the Houston area. Of 

those thirty-three rail yards, UP operates twenty-one. PTRA operates eight and BNSF 

operates four. Tex Mex does not have access to a rail yard in Houston. 

In order to function effectively a railroad must be able to classify and block cars 

to make up trains. In order to accomplish these tasks a railroad must have a yard of 

sufficient size to accommodate the activities involved. 

At the present time th'. closest v ard to Houslon to which Tex Mex has access is 

located in Beaumont, TX. As such the Tex Mex is forced to take any traffic that they 

pick up in Houston to KCS yard in Beaumont where the freight is switched, classified 

and blocked for linehaul movement. Southbound traffic originating in Houston and 

moved for classification and placement in a train must then retum through Houston. This 

is grossly inefficient and needlessly adds traffic to an already congested area. 

The Consensus Plan requests that Booth Yard be made available to Tex Mex. We 

concur that Tex Mex needs access to a switch yard in Houston. However, as stated by Mr. 

Feiker above, Sliell does not advocate the taking of property to accomplish this objective. 

The fact that Tex Mex does not have a yard in which to classify rail cars in the 

Houston area represents an oversight by the Board in the UP/SP merger decision. The 

Board should have imposed conditions in the UP/SP merger which provided Tex Mex 
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with a rail yard to handle the Houston business which resulted from the trackage rights 

granted in the merger. 

As previously mentioned a railroad is hard pressed to compete effectively without 

a switch yard. The granting of permanent trackage rights in the merger indicated the 

desire ofthe Board that Tex Mex become a viable competitor in Houston. It is now time 

to rectify the Board's oversight by making a switch yard available to the Tex Mex. This 

would be accomplished if the Board facilitated as sale or lease of Booth Yard to Tex 

Mex. If no agreement can be reached between Tex Mex and UP, the matter should be 

submitted to arbitration. 

HEMS^Permii iJitKCS/Tex Mex to build ajicwline on right of way of_ theJLJP 
La£ay£tt(LSubilivisii)jiJQr<miJlc^ 

The Consensus Group proposes a plan whereby Tex Mex and KCS would build a 

new line Jidjacent to the existing UP Lafayette Subdivision line (on UP right-of-way) 

from Dawes, outside of Houston, to Langham Road near Beaumont. Upon completion of 

tne new line the Tex Mex will deed the new line to the UP in exchange for the UP 

Beaumont Suiidivision line fi-om Settegast Junction outside of Houston to Beaumont. 

Tex Mex would retain trackage rights over Lafayette Subdivision between Houston and 

Beaumont while providing trackage rights to L'P and BNSF over the Beaumont 

Subdivision line from Settega.st Junciion to Beaumont. 

This item of the Consensus Plan would increase capacity between Houston and 

Beaumont and should increase competition as well. Both of these factors should lead to 

improved service and more efficient pricing. 
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JVlj:JIh§_Bujlingti>iLjSjirth£jai_Sanl^ 

(Sub-No. 28) Buriington Northem and Santa Fe Railway Company— 
Terminal Trackage Rights -Texas Mexican Railway Company 

(Sub-No. 29) Buriington Northem and Santa Fe Railway Company— 
Application for Additional Remedial Conditions Regarding Houston/Gulf Coast Area 

As a result of the UP/SP merger, the BNSF was granted certain trackage rights 

over various UP routes wilh the objective of maintaining the same level of rail 

competition as existed prior to the inerger. Shell suppo.is BNSF efforts to retain its 

competitive position in the Houston Gulf Coast area. 

In order to maintain that compefitive po.sition, the BNSF mu.st be afforded the 

fiexibility of modifying its trackage rights to facilitate the UP plan of directional 

operations. The BNSF must not be expected to rigidly adhere to their assigned trackage 

rights when the UP unilaterally imposes directional operations on tracks over which 

BNSF has been awarded trackage rights. To require BNSF to go against the UP 

directional fiow mns counter to the objectives of directional operations. 

The BNSF has requested permanent trackage rights on Caldwel!-San Antonio and 

Caldwell-Flatonia-Placedo Lines. This request is justifiable based on the fact that the UP 

has initiated directional operations on these lines. If the Board does not concur with this 

request, lhe BNSF will be forced to go against the normal flow of traffic on the highly 

congested UP Templc-Smithville-San Antonio route and vvould have to route its 

southbound traffic back through Houston and then south over the Algoa route. 

As a shipper who has a plant located in the Houston area, Shell would certainly 

no; want BNSF be forced to route their southbound traffic through the Houston Terminal. 

Such a requirement vvould be detrimental to efforts to relieve congestion in Houston. 

14 



Further magnifying the negative impact of routing its traffic through Houslon, 

BNSF would also be forced to go against the directional northbound fiow that the UP has 

instituted on the Algoa route. Failure lo grant the BNSF permanent authority over these 

two routes would waste an opportunity to alleviate a potential source of increased rail 

congestion in the Houston Gulf Coast region. 

The BNSF has also requested that neutral switching supervision be established on 

the former SP Baytown Branch and Cedar Bayou Branch Lines. T ne BNSF was granted 

trackage rights to serve and switch shippers on these two branch lines directly. However, 

the plants and shippers locoted on these two lines want only c-ne carrier to switch their 

facilities. As a result the B.'JSF interchanges its traffic consigned to customers located on 

these branch lines to UP at Dayton, TX. UP then provides local switch service. UP 

switching service has been unacceptable. 

UP has also initiated directional operations on the Baytown and Cedar Bayou 

Branch Lines, which effecfively destroys the BNSF's ability to deliver traffic under the 

trackage rights granted them. So, in effect, the BNSF and their customers on these 

branch lines are at the mercy ofthe UP. The inferior level of service provided by the UP 

on bc'r.ifof the BNSF has a direct effect on Shell's ability to move traffic into and out of 

Mt. Belvieu, TX. 

The BNSF has a similar situation on the former SP Sabine Branch and Chaison 

Branch Lines. Even though the BNSF does not currently handle traffic on these two 

branch lines, they have indicated that they will start actively soliciting business on the 

lines. Like the Baytou n and Cedar Bayou Branches, most customers on the Sabine and 

Chaison lines only want one carrier to switch their plant. Shell has a cu.stomer at 
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Chai.son, TX and is certainly interested in having the BNSF providing rail competition to 

Chaison. But to have to rely on the UP to deliver BNSF shipments is tantamount to not 

having railroad competition on this branch line. 

Shell, therefore, supports the BNSF request that the Board appoint a neutral 

switching supervisor that would oversee the operation of these b:anch lines. This will 

ensure that customers who desire to avail themselves ofthe BNSF service are able to do 

so without being penalized by UP's inefficient handling ofthe BNSF traffic. 

The BNSF has also requested that the PTRA bc allowed to perform neutral 

switching over the Clinton Branch in Houston. The BNSF is unable to provide the 

Houston Elevator, which is located on the Clinton Branch, with a fimely, reliable and 

competitive service because they must rely on UP to deliver their grain trains to the 

elevator for them. The result is delayed deliveries, cars backing up and ultimately every 

shipper in the Houston Terminal being damaged by the resulting congestion. 

This request can be accommodated under the Consensus Plan request for neutral 

switching and dispatching in the Houston Terminal. 
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Appendix A 

BACKGROUND AND QUALIFICATIONS 

OF 

DAVID L. HALL 

My name is David L. Hall. I am President of COMMONWEALTH 

CONSULTING ASSOClATi:S (CO.MMONWEALTH), with offices al 13103 F.M 1960 

West, Suite 204, Houston, Texas, 77065. COMMONWEALTH provides management 

consulting services, including practice areas in logistics and information systems. 

With COMMONWEALTH I have conducted and supervi.sed numerous 

transportation cost and operational analyses foi clients in various industries to aid in the 

determination of reasonable rate levels. We assist shippers in obtaining reasonable rail 

transportation rates by determining target rate levels based on movement specific cost 

analyses, identifying significant differences between those targets and the rates in effect, 

and providing negotiating tools and strategies which assist the client in achieving target 

rates. 

I have performed benchmark analyses and process redesign studies for clients to 

assist them in employing best practices and streamlining operations. In these studies we 

work with distribution senice providers to squeeze excess costs from the system to the 

benefit of both carrier and shipper. 

I also developed the Commonwealth Rail Costing System© (CRCS©) a 

copyrighted rail rate and cost analysis software package which mns under Microsoft 

Windows and includes three eost development models, a Data Manager, and a Report 
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Generator. CRCS allows the user lo ev aluate current rates, generate target rates, project 

annual rail transportation savings and establish company-wide metrics. 

Before establishing CO.MMONWEALTH CONSULTING ASSOCIATES, I was 

a Transportation Consultant with A. T. Keamey, Inc , Management Consultants, where I 

asfisted in the implementafion of the Keamey transportation costing system, as well as 

participated in transportation cost and operational analyses for various Keamey clients. 

Those studies included the movement of coal to public utilifies, movements of phosphate 

rock in the Bone Valley of Florida, the movement of lime and soda ash from Missouri 

and Wyoming to a midwestem utility and the movement of building materials from Texas 

to midwestem and westem plant locations. 1 also developed rail and inter-modal costs for 

Ohio River Basin export coal and nitrogenous fertilizers distributed from the Gulf of 

Mexico to farm belt states. 

Prior to joining Keamey, I was employed by the Illinois Commerce Commission 

as a Transportation Financial Analyst. While employed by the Commission I served as 

case manager in investigations and proceedings pertaining to the regulation of railroads, 

motor carriers of passengers and motor earners of freight. I analyzed cost and financial 

data submitted by proponents and protestants in Commission proceedings, and prepared 

cost studies to aid the Commission in the detennination of transportation costs and proper 

rate levels. I also appeared as an expert cost and financial witness and participated in 

cross-examination of witnesses in various Commission hearings. 

Prior lo my association with the Illinois Commerce Commission, I was employed 

by M. L. Hall & .Associates, Transportation Consultants, as a Cost Analyst. Some of my 

assignments vvhile at M. L. Hall & Associates included; participaiion in an operafional 



analysis of a subsidized railroad for the State of Michigan; development of data for use in 

Rail Fonn A. Rail Terminal Form f and Highway Form B costing applications; use of 

unit costs derived from the above mention cost ft)nnulae in development of movement 

costs for various railroads and shippers; participation in the 1978 operations study ofthe 

Port of Houslon switching tenninal and assistance in the development of costs using data 

derived fiom the Houston study; assistance in development of a cost system for the 

Association of American Railroads which was first u.sed in a 1977 railroad general rate 

increase to develop revenues, costs and revenue/cost ratios for over 37,000,000 carloads 

of traffic; assistance in development of a cost model for the Illinois Commerce 

Commission to develop costs for single-car, multiple-car and trainload/unit-trains of coal. 

I also held the position of Statisfical Assistant with the finn of G. W. Fauth & 

Associates, Transportation Consultants. My duties included gathering data from various 

govemment agencies, trade associations, railroads and shippers for use in developing 

transportation costs for various modes. 

In addition to preparation of the above studies and supporting documents which were 

submitted to various regulatory agencies, I also submitted testimony and exhibits in 

Docket No. 38336S. Niagara_MohawLJ^Qwen-XiiqK)mU 

Corporatign and Pittsbyrg..<L,Sh;MnjittJlailmad, Ex Parte No. 347 (Sub-No. 2), Rate 

Guidelines—Non-Coal Proceedings. Dockets No. 41242, Central Power & Light Company 

V. Southem Pacific Transportation, No. 41295, Pennsylvania Power & Light Company v. 

ConjiojiditedAail Corporatiirn, and No. 41626, MidAmerican Energy Company v. U'nion 

Pacific Railroad Company and Chicago and North Western Railuay Company, collectively 

tcnncd the "Bottleneck Case". Finance Docket No. 33388 CSX Corporation and CSX 



Transportation, Inc., Norfolk Southem Corporation and Norfolk Southem Railway 

Company—Control and Operafing Leases/Agreements- Conrail Inc. and Consolidated Rail 

Corporation. Ex Parte No. 575, Review Of Rail Access And Competition Issues, Ex Parte 

No. 627, Market Dominance Determination-—Product and Geographic Competition and Ex 

Parte No. 628, Expedited Relief for Service Inadequacies. 

I graduated magna cum laude from the University of Richmond with a Bachelor 

of Science Degree in Business Administration and a double major in finance and 

economics. I eamed a Master of Business Administration Degree from the University of 

Houston and have completed courses toward a Doctorate in Marketing Information 

Systems at the same institution. 


