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December 16, 1998

The Honorable Linda J. Morgan
Chairrnan

Surface Transportation Board
The Mercury Building

1925 K Street, N.W.

7" Floor

Washington, D.C. 20423

RE: Finance Docket Number 32760 (Sub-No. 26-30)

Dear Chairman Morgan:

[ would again like to take this opportunity to thank you for holding oral argument with
respect to the Houston/Gulf Coast oversight proceeding. In yesterday’s argument. there werx
numerous discussions over the issues of infrastructure and competition. Additionally, there were
several references to negotiations between BNSF and Tex-Mex. Quite surprisingly, even UP’s
counsel seemed to know the scope and extent of these discussions, mentioning it several times. I
write today to clarify that the discussions between Tex-Mex and BNSF, even if successful, will
do little to help Tex Mex and KCS restore competition to the Houston Gulf Coast market or add
needed infrastructure.

The attached letter from the principal executive officers of ihe parent companies of Tex
Mex and KCS makes it abundantly clear that the only way to restore competition and add
infrastructure is to lift the restriction placed on Tex Mex's trackage rights granted in the original
UP/SP merger decision.
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[ intended to submit the attached letter for the record in yesterday’s ora' argument, but
did net receive a facsimile signed copy until today. Please place the attached letter in the public

docket.
s W

William A. Mullins
Attorney for The :.ansas City
Southern Railway Company

Enclosure

cc: Vice Chairman Owen
Parties of Record

01719702




The Honarable Linda J. Morgan
Chairperson, Surface Transparation Board
The Mercwry Building

1925 K Sueet NW

Washingzon , DC 20423

Dear Chairmag Morgan:

The Board currently is considering in the UP Oversight Proceeding proposals to address
competton in Houston, Toxas. One set of proposals has been presemted by the Consensus
Partes, of which The Texas-Mexican Railroad Company is a member. As the Board has
recognized, Tex-Mex, cur jointly owned subsidiary, is inszumental to compettion for rail waffic
moVing wales ne North American Free Trade Agreement (“NAFTA™).

The Tex-Max, as part of the Plar, would add new rail infrasouctre for ¥ owrios uaffic
and acquire rail lines of its own (ber/een Rosenberg and Victoria and berwee: ¥ aston and
Besanmont). However, we wish 10 swess the absolute necessity of ane other festure of the
Consensus Plan, withowr which the infrastructure aduitions and new rail lines will not be
feasible.

Tex-Mex's currem access w Houston is restricted w taffic having a prior or subsequemt
move over Tex-Mex’s line between Carpus Christi and Laredo. The Tansensus Plsn proposes
the removal of that reswriction.  Withowt the Board's removal of thar restricion, Tex-Mex will not
be able w afford the infrasgructure improvements and line acquisitions it proposes. Thus,
removal of the resuiction is the linchpin for the success of thes: . . proposls. We wrge you ©
account for this fact in your consideration of the Consensus Plan.

Sincerely Sincerely yours,

Lacdfon Tl

Landon H. Rowlsnd
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The Honorable Linda J. Morgan :
Chairman Officy m:“g
Surface Transportation Board “retary

The Mercury Building DEC
1925 K Street, N.W. 16 1599

7" Floor Publl ROt
bl Rocory
Washington, D.C. 20423

RE: Finance Docket Number 32760 (Sub-No. 26-30)

Dear Chairman organ:

I would again like to take this opportunity to thank you for holding oral argument with
respect to the Houston/Gulf Coast oversight proceeding. In yesterday's argument, there were
numerous discussions over the issues of infrastructure and competitior.. Additionally, there were
severz| references to negotiations between BNSF and Tex-Mex. Quite surprisingly, even UP’s
counsel sccmed to know the scope and extent of these discussions, mentioning it seve: .1 times. |
wiite today to clarify that the discussions between Tex-Mex and BNSF, even if successful, will
do little to help Tex Mex and KCS restore competition to the Houston Gulf Coast market or add
needed infrastructure.

The attached leiter from the principal executive officers of the parent companies of Tex
Mex and KCS makes it abundantly clear that the only way to restore competition and add
infrastructure is to lift the restriction placed on Tex Mex’s trackage rights granted in the original
UP/SP merger decision.
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I intended to submit the attached letter for the record in yesterday’s oral argument, but
did not receive a facsimile signed copy until today. Please place the attached letter in the public
docket.

Sincerely,

Ak

William A. Mullins
Attorney for The Kansas City
Southern Railway Company

Enclosure

cc: Vice Chairman Owen
Parties of Record
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December 7, 1998

The Honorable Linda J. Morgan
Chairperson, Surfece Transportation Board
The Mercwry Fiuilding

1925 K Sweet NW

Washington , DC 20423

Dear Chairr...g Morgan:

The Board currently is considering in the UP Oversight Proceeding proposals to address
competiton in Houston, Texas. One set of proposals has been presented by the Consensus
Parties, of which The Texas-Mexican Railroad Company is a member. As the Board has
recognized, Tex-Mex, our jointly owned ~ubsidiary, is inswumental to competition fot rail waffic
moving under the North American Free Tradz Agreement (“NAFTA”).

The Tex-Max, as part 2¢ the Flan, would add new rail infraswucwre for Houston waffic
mmmﬂﬁmofsuom@mmmmvmmmnmm
Beaumont). However, we wish 1o stress the absolure necessity of ane other feature of the
Consensus e, withowr which the iofrastructure additions and new rail lines will nor be
feasible.

Tex-Mex’s current access W Houston is restricted w wafific having a prior or subsequem
move over Tex-Mex’s line berween Carpus Christi and Laredo. The Consensus Plan proposes
the removal of that reswiction. Withowt the Board’s removal of thi restriction, Tex-Mex will nou
be able 1o afford the infrestructure improve-ienr= and lipe acquisitions it proposes. Thus,
removal of the resziction is the linchpin for the success of these other proposals. We wge you ™o
account for this fact in your consideration of the Consensus Plan.

Sincerely yo Sincerely yours,

Lasitpond Tl

Landon H. Rowlsnd
o







Surface Transportation Board
Washington, B.C. 20423-0001
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®ffice of the Ghairman
December 8, 1998

The Honorable kay Bailey Hutchison
United States Senate
Washington, DC 20510-4304

Re: HoustoivGulf Coast Oversight Proceeding
Dear Senator Hutchison:

Thank you for your letter expressing yov.r continuing interest in the status of rail service
throughout the Nation, and particularly in the Texas Gulf Coast Region. In your letter, you
express your view that, not.vithstanding the substantial service improvements that have occurred
throughout the v stern United States, the board acted appropriately in conducting further Union
Pacific/Southem Pacific (UP/SP) merger oversight proceedings to consider structural changes in
the way rail service is provided in the Houston/Gulf Coast area. In that regard, you ask the
Board, as it works through the proceedings, to encourage private-sector outcomes where
possible, but, where Government intervention is necessary, to issue a decision that addresses the
needs of Houston area shippers and encourages investment in the regional rail infrastructure.

At this time I cannot address in any detail the issues that you have raised in light of the
pendancy of the Board’s formal proceedings, in which, consistent with the suggestion in your
letter, an oral argument is being held next week. I note, however, that the Board shares your
view that private sector solutions are generally preferat!= :0 Government intervention.
Additionally, I assure you that as it considers proposals for changes affecting the UP service area,
and for regulatory changes applicable to the industry in general, the Board will remain cognizant
of the need for vigorous competition along with strong competitors in the West and throughout
the Nation, and it will remain committed to issuing decisions that are in the interest of railroads,
shippers, and the Nation as a whole.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other
matter, please do not hesitate to contact me.

Sincerely,

At . Dogans

Linda J. Morgan




KAY BAILEY HUTCHISON OMMITTEES
TEXAS % APPROPRIATIONS

. COMMERCE, SCIENCE
AND TRANSPORTATION

Limted States Senate R

WASHINGTON, DC 20510-4304

November 13, 1998

The Honorable Linda Morgan
Chairman

Surface Transportation Board
1925 K “ireet, N.W., Suite 840
Washington, D.C. 20423-0001

Dear Chairman Morgan:

As you know, 1 have b carefully monitoring the rail congestion situation across the
country, particularly in the Texa. Gulf Coast region, and have been gravely concerned about the
economic consequences of this service failure for shippers in the Houston area. 1 see vast
improvement across the Union Pacific’s system and commend the railroad and its employees for

all they have done to untangle the congestion. Despite this progress, however, I still believe the
Board was correc in opening the pending proceeding to review potential structural changes in
the rail network of the Gulf “oast.

You have before you plans advanced by the “Consensus Partners,” the Greater Houston
Partnership, the Port of Houston, the National Industrial Transportation League and other
shippers, Burlington Northern Santa Fe, Union Pacific, Kansas City Southern and TexMex.
There are elements within these plans that most agree could be implemented, such as expanding
Port Terminal Railroad Association (PTRA) membership and arbitration of the sale of the UP

‘ictoria line to Kansas City Southern. There is less consensus on other recommendations, such
as *he expansion of neutral switching and the removal of trackage right restrictions.

I urge you to approach these questions prepared to utilize the good offices of the Board to
encourage private-sector negotiated outcomes wherever possible. Where this is not possible, |
urge you to kecp in mind the needs of Houston area shippers for adequate capacity and
competition, consistent with the principles of market economics and fairness, including respect
for private p-operty rights. Most important, the Board should focus on encouraging investment
in the regional rail infrastructure.

Web=http://www.senate gov/~hutchison/
Inte: net=senator@hutchison.senate.gov




There is more the Board can do to facilitate improved rail service to the area. I urge the
Board to consider all submitted proposals carefully. The impact of rail {reight service on the
economy of Texas is so huge that I also urge the Board to consider holding a hearing on the
various proposals. I think you could benefit greatly from the differing views which wiil better

enatle you to render decisions that best serve the region.

Sincerely,
i? \

Kay Bailey Hutchison

CC: Vice Chairman Gus Owen







Surface Transportation Board
Washington, B.C. 20423-p00!

®ffice of the Chairman

December 8, 1998

The Honorable Richard J. Durbin
United States Senate
Washington, DC 20510-1304

Re: Letter from H. Richard Landis Concerning Houston/Gulf Coast Oversight Proceeding

Dear Senator Durbin:

Thank you for vcur letter dated November 13, 1998, attaching a letter to you from your
constituent Richard H. Landis regarding the proceeding the Board has been conducting, in the
context of its cversight of the Union Pacific/Southern Pacific (UP/SP) merger, to consider
permanent changes in the way rail service is provided in the Houston/Gulf Coast area. In his

letter to you, Mr. Landis expresses his support for the “Consensus Plan,” which, in his opinion,
will provide additional service options in the Houston area.

At this time I cannot address in any detail the issues that you have raised in light of the
pendency of the Board’s formal proceeding. I assure you, however, that as it considers proposals
for changes affecting the UP service area, and for regulatory changes applicable to the industry in
general, the Board will remain cognizant of the need for vigorous competition along with strong
competitors in the West and throughout the Nation, and it will remain committed to issuing
decisions that are in the interest of railroads, shippers, and the Nation as a whole.

As you requested, [ am having your letter, along with Mr. Landis’s letter to you, and this
response placed in the formal docket in the UP/SP Houston/Gulf Coast oversight proceeding. If
I can be of assistance to you in this or any other matter, please do not hesitate tc contact me.

Sincerely,

OG‘?""/“« J ’7‘?4«/

Linda J. Morgan
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[he Honorable Verrnon Williams
Secretary

Surface Transportation Board
1925 K Street, N.W.
Washington, DC 20423

Dear Mr. Williams:

Enclcued please find a copy of a letter from H. Richard
Landis, an Illinois constituent who has written about the
proposed w'an to increase rail carrier competition in the Gulf
Coast region.

I would appreciate your including this letter in the
official record of public comment on this proposal (Finance
Docket #32760-sub26). Please do not hesitate to contact me if
you have any questions.

Thank you in advance for your attention to this matter.

Sincerely,

.

(222

Richard J. Durbin

Uniled States




// LANDIS PLASTICS, Inc.

5750 W. 118th Street « Alsip, iitinois 60803
Telephone (708) 396-1470 « FAX (708) 396-7690

September 22, 1998

Senator Richard Durbin

IL U.S. Senate

364 Ri.sell

Washington, DC 20510

Dear Senator Duroin:

I 'am writing (0 ask vour support for a permanent fix to the virtual monopoly of rail service in the Houston/Gulf
Coast area. Service disruptions have plagued the Gulf Coast region since the merger of the Union Pacific (UP) and
Southern Pacific (SP) railrcads two years ago. As & result, Texas shippers have suffered enoimicus ccunomic

damage. The shipper community, and particularly the plastics industry, has suffered long enough.

At one time Texas consisted of 17 railroads. Today most of Houston's rail assets are controlled by a single railroad -
the UP. The UP controls nine of 11 tracks into and out of Hou:ton and approximately 70 percent of the switching.

Before the .S, Surface Transportat on Board (STB). the agency which approved this merger, is a plan that will
address the crisis in the Houston/G If Coast region by alleviating the virtual monopoly held by the merged Union
Pacific and will provide shippers witn aiternative rail carrier options. The Consensus Plan has unprecedented
support - from shipper groups. other railroads. a state regulatory agencv and a state industry coalition.

This Plan will:

* Add substantial new competitive infrastru. ture to .he Gulf Coast region:
* Restore the competition that existed before the Ul'/SP merger:
* Enable a third. viable rail carrier to compete for U.S.-Mexico traffic.

Most importantly, the shipper community will win. The plastics industry is one of the most rail dependent industries
in this nation. We ship more than 85 percent of our raw materials by rail. Regardless of geographic locaticn, all
elements of the plastics industry will be financiaily harmed by the UP's continued strangiehold on the Houston
market, since nearly 80 percent of all plastics raw materials are produced in the Gulf Coast region.

We need your help. My company, Landis Piastics, employs 1200, and these jobs are threatened when we cannnt get
LU )

our raw materials in a timely and predictable tashion. Since the UP labeled the service meltdowin "die worst rail
crisis of the 20th century.” last fall, any improvements we have experieaced have been episodic at best.

When the STB decides this case this fall. please let them know that the shipper commur‘ty, and vour constituents,

need a reliable and. above all else. a competitiv’ rail industry in the United States. Without it, US industry will
suffer and find it increasingly difficult to remain competitive in the global market.

Respectfully,

H. Richard Landis
C.E.O. & Board Chairman







Surface Transportation Board
Washington, B.C. 20423-0001

I

®ffice of the Ghairman

December 8, 1998

The Honorable Christopher S. Bond
United States Senate
Washington, DC 20510-2503

Re: Houston/Gulf Coast Oversight Proceeding
Dear Senator Bond:

Thank you for your letter expressing your co:tinuing intersst in the proceeding the Board
has been conducting, in the context of its oversight of the Union Pacific/Southern Pacific
(UP/SP) merger, to consider permanent changes in the way rail service is provided in the
Houston/Gulf Coast area. In your letter, you express the view that the preservation of
competitive shipper options is essential in a deregulated rail industry, and you ask the Board to
carefully consider approaches such as that in the “Consensus Plan” to promote additional service
options in the Houston arca.

At this time I cannot address in 2ny detail the issues that you have raised, because, as you
know, the Board is conducting formal proceedings, in the context of its cversight of the UP/SP
merger, to consider the matters. [ assure you, however, that as it considers proposals for changes
affecting the UP service area, and for regulatory changes applicable te the industry in general, the
Board will remain cognizant of the need for vigorous competition along with strong competitors
in the West and throughout the Nation, and it will remain committed to issuing decisions that are
in the interest of railroads, shippers, and the Nation as a whole.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other
matter, please do not hesitate to contact me.

Sincerely,

Lorile . 7 g

Linda J. Morgan
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Lnited States Senate

ENVIRONMENT AND

FABLI W WASHINGTON, DC 20510-2503

November 23, 1998

The Honorable Linda J. Morgan
Chairman, Surface Transportation Board
The Mercury Building

1925 K Street, NW

Washington D.C. 20423

Dear Chairman Morgan

As you know, I have been concormed for some time that vital rail service options must be
preserved for rail shippers as consolidauon in the rail industry continues. While | believe that
deregulation has been good and in our national interest, we cannot preserve deregulation without
also preserving meaningful competitive service options for shippers

Before the approval of the Union Pacific/Southern Pacific merger, Houston area shippers
enjoyed access to three competitive railroads: Union Pacific, Southern Pacific, and Burlington
Northern-Santa Fe. Because | bel'eve preservation o. competitive shipper options is essential in a
deregulated rail industry, | hope the Board will support restoring rail-to-rail competition in the
Houston-Gulf Coast area to the level that existed prior to the Union Pacific/Southern Pacific
merger. This will benefit the Houston-Gulf Coast area and as well as the shippers i the Midwest
and West

A group of shippers, state regulators. shipper associations, and railroads have come
together at the Board's suggestion to try and find reasonable modifications to the merger order
that would restore the level of competitive options available in the area without undoing the
merger. The Consensus Partners have filed a plan with the Board that would, in addition to
lifting the restriction on the Texas Mexican Railroad regarding trackage rights, restore neutral
switching and dispatch in Houston so that alternative rail carriers do not face discriminatory
treatment in the routing of their trains in and out of the area. This neutral treatment of
competitors is very common in cther major rail terminals and common in other industries as
well. These elements of the Corsensus Plan seem reasonable and allow the restoration of
competitive rail service options that the shippers want without '+*#n~ing the merger. While | am
not familiar with all the details of the Consensus Plan, these concepts seem consistent with what
I believe to be sound public policy




The Honorable Linda J. Morgan
November 23, 1998
Page 2

It is my hope the Board will carefully consider ideas like these that would restore the
service options available to Houston area shippers while not undoing the merger. This would
appear to be a modest action that recognizes a legitimate need of shippers, restores competition
to the pre-merger level, leaves the merger in place and demonstrates that the Board can protect
service options available to shippe.: in merger proceedings.

Thank you for vour continued efforts on this issue. | look forward to your reply

hristopher S. Bon
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Surface Transportation Board
Washington, .C. 20423-0001

| ELLE 15 DOCKEL \

®ffice of the Chairman

December 9, 1998

The Honorable Chet Edwards

United States House of Reoresentatives
2459 Rayburn Building

Washington, DC 20515-4311

Re: Houston/Gulf Coast Oversight Proceeding
Dear Congressman Edwards:

Thank you for your letter expressing your interest in the proceeding the Board ha< been
conducting, in the context of its oversight of the Union Pacific/Southern Pacific (UP/SP) iuerger,
to consider permanent changes in the way rail service is provided in the Houston/Gulf Coast
area. In your letter, which I received on December 7, 1998, you note that the Texas Farm
Bureau, which is in your district, supports the approach in the “Consensus Plan” to promote
additional service options in the Houston area. You ask that all interests wishing to do so be
given an opportunity to present their views orally.

The Houston/Gulf Coast oversight proceeding was instituted last spring. Accordingto a
schedule that was adopted at that time, thousands of pages of pleadings were filed, with the
record finally closing on November 16, 1998. On November 23, 1998, parties to the Consensus
Plan asked the Board to hold an oral argument, at which parties that filed evidence and argument
could discuss w*th Board members the issues that they had raised. On December 7, 1998, before
I had received your letter, the Board granted the request for oral argument. In its order (copy
enclosed), the Board limited oral argument to the p~riies that had affirmatively sought or
opposed relief during the evidentiary phase of the proceeding. Nevertheless, the Boad in its
order did provide non-parties (such as the Texas Farm Bureau, which first expressed its desire to
become involved in the case on December 2, 1998) the opportunity to file written summaries of
the arguments they would have made had the argument been open to all, including non-parties.

I appreciate your concemn that the views of all sides be heard, and I believe that they will
be heard under the approach that the Board is following. Additionally, I should note that
representatives of the Consensus Plan, or of parties that in general support the concepts advanced
in the Consensus Plan, have been given nearly an hour of argument time. Thus, the position that
the Tevas Farm Bureau supports will be thoroughly aired. In short, I assure you that al! sides of
the issue will be heard. 1 also assure you that as it considers proposals for changes affecting the
UP service srea, and for regulatory changes applicable to the industry in general, the Board will




remain cognizant of the need for vigorous competition along with strong competitors in the West
and throughout the Nation, and it will remain committed to issuing decisions that are in the
interest of railroads, shippers, and the Nation as a whole.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other
matter, pleas= do not hesitate to contact me.

Sincerely,
Linda J. Morgan

Enclosure




CHET EDWARDS DISTRICT OFFICES
11TH DITRICT, TEXAS  * . 701 CLAY AVENUE, SUITE 200
WACO, TX 78706
1254) 752-9600
s FAX (254) 752-7769
¢ United S i
ongress of the United States
BELTON, TX 76513

HOUSE APPROPRIATIONS COMMITTEE House of Representatives 1254 9332904

SUBCOMMITTEE ON MILITARY CONSTRUCTION FAX (254) 933-2913

SUBCOMMITTEE ON ENERGY AND WATER washmgtnn' BC

DEVELOPMENT

* 2459 RAYBURN B
WASHINGTON, [

- » ---‘—# F‘T‘T’j
1 b -1 ‘-,
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Ms. Linda J. Morgan
Chairman

Surface Transportation Board
1925 K Street, NW Suite 820
Washington, D.C. 20423-0001

Dear Chairman Morgan:

| am writing in regard to your pending review of railroad service in the Houston/Gulf
Coast area.

It is my understanding that the Surface Transportation Board (STB) is analyzing
competing plans from Union Pacific and a group of organizations that developed the
"Consensus Plan.” One of the "Consensus Plan" supporters is the Texas Farm Bureau,
whose state offices are located in Waco, Texas, in my district.

I do not pretend to be an expert on the details of the respe:tive plans being considered
by the STB. | respect the fact that the final decision must be made by you and the other
Board members after considering the aprlicable law and facts of the case.

While | think it would be iinappropriate for me, without a full consideration of the facts,
to supgest what your final decision should be, | would like to request that you allow all
sides to present their viewpoints to the Board in an oral hearing.

As someone who represents 70 miles of Interstate 3L in Texas, | have witnessed
firsthand the huge increase in business between Texas and Mexico since the passage of
NAFTA. For that reason, | believe it is essential for Texas’ future growth that our state
has high quality and competitive railroad services on a long-term basis.

Only the Surface Transportation Board has the resources and expertise to make a
decision as to wiich plan would result in fair, competitive railroad service in Texas ior
the long-term. | will respect your final decision on the plans, but it seems to me to he a
fair request that on an issue of this importance to the entire state of Texas, all parties in
this issue be given a chance to orally present their facts and viewpoints to the Board in a
hearing.

| would be grateful for your consideration of this request.

erely,

et Bdwards
Member of Congress







Surface Cransportation Board
Washington, B.¢C. 20423-0001

®ffice of the @hairman

December 7, 1998

The Honorable Max Sandlin
United States House of Representatives
Washington, DC 20515

Re: Houston/Gulf Coast Oversight Proceeding

Dear Congressman Sandlin:

Thank you for your letier date’ November 19, 1998, concerning the various proposals to
change the way in which rail service is provided in tl.c Houston/Gulf Coast area. In your letter,
you note that service has improved, but you express concern that service might still not be at
optimal levels. You ask the Board to review carefully the “Conseasus Plan,” under which Union
Pacific’s lines would be opened up to other raiiroads.

At this time I cannot address in any detail the issues that you have raised, because, as you
have pointed out, the Board is conducting formal proceedings, in the context of its oversight of
the UP/SP merger, to consider the matters. [ assure you, however, that as it considers proposals
for changes affecting the UP service area, and for regulatory changes applicable to the industry in
general, the Eoard will reiziain cognizant of the need for vigorous competition zlong with sarong
competitors in the West and throughout the Nation, and it will remain committed to issuing
decisions that are in the interest of railroads, shippers, and the Nation as a whole.

I am having your letter and this response placed in the formal docket in the Housiun/Gulf
Coast oversight proceeding. I I can be of assistance to you in this or any other matter, please do
not hesitate to contact me.

Sincerely,

°@2°’ ‘“’70 ' )770-\/

Linda J. Morgan
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COMMITTEE ON TRANSPORTATION

Congress of the United States
CoMWITEE oN sANKING AND House of Representatives
i TTEE O i Washigton, DE 20515

FRESHMAN DEMOCRATIC WHIP

November 19, 1998

The Honorable I inda J. Morgan
Chairman

Surface Transportation Board
1925 K Street, NW
Washington, DC 20423

Dear Madain Chair;

As a member of the Texas Congressional delegation and a member of the Railroad
Subcommittee of the House Transportation and Infrastructure Committee, | have closely
followed the performance of the railroad industry in the Houston region since the beginning of
the rail service meltdown last year. After hearing from shippers, business leaders, and
representatives from the railroad industry. I write to you today out of concern for the long term
stability and well-being of the Texas economy.

It is my understanding that rail service in the Houston area has improved substantially
from mid-crisis levels of service, and for that Union Pacific and its employees deserve
commendation. However. shippers still report that ra.l service remains below pre-merger levels.
Any inefficiencies in rail service in the Houston area translate into millions of dollars of loss to
the Texas economy. It is vitally important that the railroad industry in Texas operates as
efficiently as possible and avoids any future major service disruptions.

Several proposals filed with the Surface Transportation Board in the current oversight
proceeding of the Union Pacific; Southern Pacific merger. including those filed by the Consensus
Partners. the Port of Houston. and the Greater Houston Partnership. may offer opportunities for
significant improvements to rail service in the Gulf Coast th:ough increased competition and
further infrastructure investments. [ urge the board to consider these proposals carefull - and
objeciively. These proposals should be adopted or rejected based on their impact to the Texas
economy -- not based on their impact to any individual railroad. If you find that aspects of these
proposals offer long term benefits to shippers and to the Texas economy, I encourage you to
adopt them.

I am a firm believer in limited government regulation of the free market. However, in
approving the UP/SP merger. the STB retained broad authority to make structural changes to the
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Houston area railroad market if necessary to improve rail service. Last year's meltdown presents
compelling evidence that rail service in Texas can be improved. This current proceeding may be
the best opportunity in the foreseeable future for the STB to exercise its authority for the benefit
of the Texas economy.

For Texas to compete succe ssfully for jobs and investments in the 21st century, Houston
must develop a first-rate intermod: | infrastructure. This proceeding is the one of the most
important steps in that developmeut, and should be undertaken with careful deliberation and
complete objectivity. The future of the Texas economy may depend on the outcome.

Thank you for your consideration of my concerns. 1f I can be of any further assistance ir
this matter, please do not hesitate to contact me.

With kindest regards. I am
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®ffice of the Chairman

December 4, 1998

Mr. Robert S. H wden

State Director

National Federation of Independent Business
815 Brazos

Suite 900

Austin, TX 78701

Re: Unic.: Pacific Texas/Gulf Coast Oversight Proceeding
Dear Mr. Howden:

Thank you for your letter addressing the service problems experienced in the recent past
in the Houston/Gulf Coast area. In your letter, you note the severe difficulties faced by
businesses that experienced confusion and shipping delays. You suggest that the service
problems were caused by a lack of competition produced by the merger of the Union Pacific and
Souther Pacific (SP) railroad systems (collectively, UP), and that the Board should step in and
provide for more competitive rail service in Texas.

The Board recognizes that UP has had service problems over the past year, and has taken
serious steps to address them. At the formal level, the Board held 2 days of oral hearings and
issued an unprecedented emergency service order, which was in effect for the statutory
maximum 270-day period, that modified certain UP operations, autnorized other railroads to
serve certain UP customers, and required UP to file extensive reports on its performance to
facilitate service momtoring, which UP is still filing in accordance with Board directive. At the
informal level, our Office of Compliance and Enforcement, which established an open line of
communication with senior staff of UP to ensure that complaints filed informaliy with the Board
receive immediace attention, worked throughout the emergency with shipper interesis to ensure
better service.

The service emergency on the UP system was caused by a variety of factors, including
significantly in my view inadequate capacity and infrastructure, particularly the deteriorating
plant and equi;'ment that UP inherited from SP. In recent months, UP has invested aggressively
in its plant, equipment, and personnel, and, although some complaints remain, the situation, as
you acknowledge, is improving. Nevertheless, I assure you that we at the Board will remain
vigilant and will step in, as appropriate.




Beyond that, at this time [ cannct address in any detail the issues that you have raised,
because, as you know, the Board is conducting formal proceedings, in the context of its oversight
of the UP/SP merger, to consider those matters. | assure you, however, that as it considers
proposals for changes affecting the UP service area, and for regulatory changes applicable to the
industry in general, the Board will remain cognizant of the need for vigorous competition along
with strong competitors in the West and throughout the Nation, and it will remain committed to
issuing decisions that are in the interest of railroads, shippers, and the Nation as a whole.

[ am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other
matter, please do not hesitate to contact me.

Sincerely,

Aol 2.

Linda J. Morgan




October 2, 1998

The Honorable Linda Morgan
Chairman

Surface Transportation Board
1925 K Street N'W.

Suite 820

Washington, D.C. 02423

Chairman Morgan:

In the seven years I have held the job as State director of the National Federation
of Independent business, I have witnessed and been party to the biggest business issues in
Texas. Our members, as you know, are keenly attuned to business developments,
especially those resulting from direct government action (or lack thereof).

In these seven years, one issue stands above all the others in terms of complaints I
have received from my members. That issue is the mass confusion and shipping delays
caused as a result of the UP/SP merger. In simple terms, my members have lost a great
deal of money because of bad rail service and lack of competitive choice.

While the service has improved somewhat, it is still not to premerger levels

(which I understand was not particuiarly good and was in fact one of the justifications for
the approva: of the: merger — i.e., thet service would improve from those levels).

During this miserable period of time, the railroad has made numerous excuses for
poor service, frequently announced that everything is fine when it isn’t and often denied
the reality of delays, lost service and lost goods.

The current situation is not working. The status quo is unacceptable and, in our
opinion, will remain so until additional competition is allowed into the present
environment. Our members operate in very competitive environments, dramatically
different than the current near moncpoly or duopoly situation on the Texas Gulf Coast.
Small business owners are being held financial hostage and it is economically disastrous.

We need cc.npeiition. You know you care about Texas business and NFIB

members. Please heed our concern and help make real rail competition a permanent part
of the Texas iandscape once again.

Robert S. Howden







AMERICAN FARM BUREAU FEDERATION®

226 TOUHY AVENUE » PARK RIDGE « ILLINOIS « 60068 « (847) 685-8600 » FAX (847) 685-8896
600 MARYLAND AVENUE S.W. » SUITE 800 « WASHINGTON, D.C. « 20024 « (202) 484-3600 « FAX (202) 484-3604
Internet: http://www fb.com/

December 2, 1998

Linda Morgan, Chairman
Surface Transportation Board
1925 « Street, NW

Room 715

Waskington, D.C. 20423-0001

Attn: Mr. Vernon A. Williams, Sccretary

Dear Madame Chair:

It is our understanding that the Surface Transportatior. Board will hold oral hearings on
the Houston/Gulf Coast Oversight matter on December 15, 1998. The American Farm

Bureau Federation is deeply concerned about the rai} transportation system, especially in
the western United States.

We have been closely following the above referenced matter and would appreciate the
opportunity to present our views on the “Consensus Plan.” We therefore request a few
minutes of time to present our position at the December 15, 1998 oral hearing.

Thank you for your thoughtful consideration.

Sincerely,

Ao

Richard W. Newpher
Executive Director
Washington Office
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HAND DELIVERY; ' ccord FD 3270 AL (72315—""
Honorable Vernon A. Williams "

Case Control Unit X7 (92375

Attn: STB FD 32760 (Sub-No. 26) Ad¥ (12380

Surface Transportation Board

Room 700 ; T (923&)

1925 K Street, N.W. . .
Washington, D.C. 20006 % ‘/’ ; 77'; ;{; é

RE: Finance Docket No. 32760 (Sub-No. 26)* S < /9235
Union Pacific Corp., et al. - Control & Merger - Southern Pacific Rail Corp.,
et al. - Houston/Gulf Coast Oversight

Dear Secretary Willliams:

Enclosed for filing in above captioned proceeding are an original and twenty-six copies
of CMA-11/RCT-10/TM-27/SPI-11/TCC-11/KCS-18, Notice of Intent to Participate in Oral
Argument.

Please date and time stamp one copy of the Petition enclosed herewith for return to our
offices. Included with this filing is a 3.5-inch Word Perfect, Version 5.1 diskette with the text

of the pleading.

Sincerely,

=
William A. Mullins

Attorney for the Kansas City
Southern Railway Company

cc: Parties of Record

* and emabraced sub-dockets




CMA-11 S?I-11
RCT-10 TCC-11
TM-27 KCS-18

BEFORE THE A 4
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SURFACE TRANSPORTATION BOARD
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MANAGEMENT
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FINANCE DOCKET NO. 32760 (Sub-No. 26)*

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY
AND MISSOURI PACIFIC RAILROAD COMPANY
-- CONTROL AND MERGER --

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST. L.OUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER
AND RIO GRANDE WE¢ 1 RN RAILROAD COMPANY

HOUSTON/GULF COAST OVERSIGHT PROCEEDING

NOTICE OF INTENT TO PARTICIPATE IN ORAL ARGUMENT

THE CHEMICAL MANUFACTURERS THE SOCIETY OF THE PLASTICS INDVISTRY,
ASSOCIATION INC.

THE RAILROAD COMMISSION OF TEXAS THE TEXAS CHEMICAL COUNCIL

THE TEXAS MEXICAN RAILWAY COMPANY THE KANSAS CITY SOUTHERN RAILWAY
COMPANY

November 24, 1998

(* and embraced sul:-dockets)




CMA-11 SPI-11
RCT-10 TCC-11
TM-27 KCS-18

BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 32760 (Sub-No. 26)*

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY
AND MISSOURI PACIFIC RAILROAD COMPANY
-- CONTROL AND MERGER --

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER
AND RIO GRANDE WESTERN RAILROAD COMPANY

HOUSTON/GULF COAST OVERSIGHT PROCEEDING

NOTICE OF INTENT T& PARTICIPATE IN ORAL ARGUMENT

Pursuant to Decision No. 7 in Finance Docket No. 32760 (Sub-No. 26), STB served
November 23, 1998, the Consensus Parties hereby give notice of thei. inten. to participate in the
oral argument schedulsd for December 15, 1998 in this proceeding. On the day of the oral
argument, the Consensus Parties will inform the Secretary of the identities of the speakers and
the portion of the thirty (30) minutes of time allotted to each speaker. In addition, the Consensus
Parties will file a summary of their oral argument, pursuant to Decision No. 7, by 2:00 p.m. on

December 11, 1998.




Respectfully submitted and signed on each party’sbehalf-with express permission,

Lindil C. Fowler, Jr., éeneral éounsel

THE RAILROAD COMMISSION OF TEXAS
1701 Congress Avenue

P.O. Box 12967

Austin, Texas 78711-2967

Tel: (512) 463-6715

Fax: (512)463-8824

chard A. Allen

Scott M. Zimmerman

ZUCKERT, SCOUTT & RASENBERGER, LLP
888 17" Street, N.W.

Suite 600

Washington, D.C. 20006-3939

Tel: (202) 298-8660

Fax: (202) 342-0683

ATTORNEYS FOR THE TEXAS MEXICAN
RAILWAY COMPANY

;ﬁ%
ofnas E. Schi

The Chemical Manufacturers Association
1300 Wilson F sulevard

Arlington, VA 22209

Tel: (703) 741-5172

Fax: (703) 741-6092

»

_SZott % Sté e ;

Patton, Boggs L.L.P.
2550 M Street, NW
Washington, D.C. 20037
Tel:  (202) 457-6335
Fax: (202) 457-6315

ATTORNEYS FOR THE CHEMICAL
MANUFACTURERS ASSOCIATION

s V. Woodrick, President
HE TEXAS CHEMICAL COUNCIL
1402 Nueces Street
Austin, Texas 78701-1586
Tel: (512) 477-4465
Fax: (512)477-5387

L d D P
Richard P. Bruening

Robert K. Dreiling

THE KANSAS CITY SOUTHERN RAILWAY
COMPANY

114 West 11" Street

Kansas City, Missouri 64105

Tel: (816) 983-1392

Fax: (816)983-1227

illiam A. Mullin
David C. Reeves
Sandra L. Brown
Ivor Heyman
Samantha J. Friedlander
TROUTMA v S ' OERS LLP
13001 S re=’, iN.W.
Suite 500 East
Washington, D.C. 20005-3314
Tel: (202) 274-2950
Fax: (202)274-2994

ATTORNEYS FOR THE KANSAS CITY SOUTHERN
RPAiLwAY COMPANY

4@#{4 /_Z_ézm%/
Martin W. Bercovici

Keller & Heckman
1001 G Street, N.-W.
Suite 500 West
Washington, DC 20001
Tel: (202) 434-4144
Fax: (202) 434-4651

ATTORNEYS FOR THE SOCIF .Y OF PLASTICS
INDUSTRY, INC.




CERTIFICATE OF SERVICE

[ hereby certify that a true copy of the NOTICE OF INTENT was served this 24" day of

November, 1998, by first class mail upon all parties of record in the Sub-No. 26 oversight

proceedings.

illiam A. :
Attorney for The Kansas City Southern
Railway Company

034407 3.01
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Washington. B.C. 20423-0001
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®ffice of ﬁn Chairman

November 24, 1998

The Honorable Lloyd Doggett

United States House of Representatives
126 Cannon Building

Washingtor,, DC 20515

Re: Houston/Gulf Coast Oversight Procceding
Dear Congressman Doggett:

Thank y ~u for your ietter expressing your continuing interest in the proceeding the Board
has been conducting, in the context of its oversight of t{iie Union Pacific/Southern Pacific
(UP/SP) merger, to consider pe-marent changes in the way rail service is provided in the

Houston/Gulf Coast area. In your letter, you ask the Board to provide for oral presentations in
the matter.

On November 23, 1998, the Board issued a decision setting an oral argument date in the
proceeding. For your convenience, I have enclosed a copy of that decision.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other

matter, please do not hesitate to contact me.

Sincerely,

Linda J. Morgan

Enclosure
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October 26, 1998

Ms. Linda J. Morgan
Chairmar.

Surface Transportation Board
1925 K Street, NW
Washington, D.C. 20423-0001

Re: Houston/Gulf Coast Oversight Proceeding
Dea' Chairman Morgan:
It i= iy understanding that the parties involved in the above proceeding have completed their
filings and, consequenily, that the Surface Transportation Board (STB) may hand down a decision
in this matter in the near future. I write to urge that the STB hold a hearing on the issues raised in
this case before reaching a decision.
As you will recall I testified before the Board two years ago about my grave concerns regarding
the effects of the 1UP/SP merger on my state. The parties and interested Members of Congress
should have a similar opportnity to appear at a hearing on the current proceeding.

I appreciate your time and attention in this matter.

Sincergely,

g

Lioyd Doggett

PRINTED ON RECYCLED PAPER







Surface Transportation Board
Washington, B.C. 20423-0001
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O®ffice of the Chairman

November 24, 1998

The Honorable Christopher S. Bond
United States Senate
Washington, DC 20510-2503

Re: Houston/Gulf Coast Oversight Proceeding

Dear Senator Bond:

Thank you for your letter ex-essing your continuing interest in the proceeding the Board
has been conducting, in the context of its oversight of the Union Pacific/Sorthern Pacific
(UP/SP) merger, to consider permanent changes in the way rail service is provided in the
Houston/Gulf Coast area. In your letter, you ask whether the Board intends to provide for oral
presentations in the matter.

On November 3, 1998, the Board issued a decision setting an oral argument date in the
proceeding. For your convenience, I have enclosed a copy of that decision.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can b of assistance to you in this or any other
matter, plense do not hesitate to contact me.

Sincerely,
Linda J. Morgan

Enclosure




CHRISTOPHER S. BOND

MISSOURI

Linited States Senate

WASHINGTON, DC 20510-2503

October 21. 1998

The Honorable Linda J. Morgan
Chairman

Surface Transportation Board
1925 K Street

Washington, D.C. 20423 e
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o
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Dear Chairman Morgan:

In the Surface Tiansportation Board’s current proceeding in Finance Docket No. 32760,
the Board has asked interested parties to consider and propose modifications to the Union
Pacific/Southern Pacific merger decision under the Board's ungoing oversight authority that
would address the state of competitive rail service iin the Houston/Gulf Coast area. This issue
continues to be of great interest to me.

Because of the importance of this issue. | want to know whether or not there will be an
opportunity for brief oral presentations in this pr-.ceeding and if so. when. Please let me know

your intentions regarding this.

Thank you in advance for your consideration in this matter.

Sincerely.

Christopher S. Bond
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November 20, 1998

The Honorable Byron L. Dorgan
United States Senate
Washington, DC 20510
Re: Unicn Pacific Houston/Gulf Coast Oversight Proceeding

Dear Senator Dorgan:

Thank you for your letter regarding the requcsis of a variety of interests to obtain
additional access to customers served by the Union Pacific Railroad (UP) in the Houston/Gulf
Coast area. In your letter, you express your position that the Union Pacific/Southern Pacific
merger reduced competition, and you ask the Board to open up UP’s lines to other railroads, and
to “satisfy shippers and the public interest simply by restoring competition to pre-merger levels.

”»

At this time I cannot address in any detail the issues that yc 1 have raised, because, as you
know, the Board is conducting formal proceedings, in the context of its oversight of the UP/SP
merger, to consider the matters. I assure you that as it considers proposals for changes affecting
the UP service area, and for regulatory changes applicable to the industry in general, the Board
will remain committed to issuing decisions that are in the interest of all segments of the rail
sector and the Nation as a whole.

I am having your letter and this response placed in the formal dock¢t in the UP/SP
Houston/Gulf C2ast oversight proceeding. If I can be of assistance to you in this or any other
matter, please do not hesitate to contact me.

Sincerely,
o

Linda J. Morgan




Surface Erannpnn&tinn'inarh
Washington, B.C. 20423-0001

®ffice of the Chairman

November 20, 1998

The Honorable John D. Rockefeller IV
United States Senate
Washington, DC 20510
Re: Union Pacific Houston/Gulf Coast Oversight Proceeding

Dear Senator Rockefeller:

Thank you for your letter regarding the requests of a varicty of interests to obtain
additional access to customers served by the Uni5n Pacific Railroad (UP) in the Houston/Gulf
Coast area. In your lstter, you express your position that the Union Pacifi./Southern Pacific
merger reduced competition, and you ask the Board to open up UP’s lines to other railroads, and
to “satisfy shippers and the public interest simply by restoring competition to pre-merger levels.”

At this time I cannot address in any detail the issues that you have rai-ed, because, as you
know, the Board is conducting formal proceedings, in the context of its oversight o { the UP/SP
merger, to consider the matters. I assure you that as it considers proposals for changes affecting
the UP service area, and for regulatory changes applicable to the industry in general, the Board
will remain committed to issuing decisions that arc in the interest of all segments of the rail
sector and the Nation as a whole.

I am having your letter and this response placed in the formal docket in the UP/SP
Houston/Gulf Coast oversight proceeding. If I can be of assistance to you in this or any other
matter, please do not hesitate to contact me.

Sincerely,

o(fn'/.\,%. 77) rgan

Linda J. Morgan




WAnited States Scenate

WASHINGTON, DC 20510
October 28, 1998

The Honorable Linda Morgan
Chairwoman

Surface Transportation Board
1201 Constitution Avenue NW
Washington, DC 20423

Dear Chairwoman Morgan:

It is our understanding that the Surface Transportation Board (STB) has the opporturnity
to restore the level of rail-to-rail competition in Houston to three competitive rail carriers, as it
was bzfore the Union Pacific/Southern Pacific (UP/SP) merger. Proceedings in Finance Docket
No. 32760 offer the STB the option to lift the restriction imposed upon the Texas-Mexican
Railway which bars it from handling traffic in and out of Houston to the north and east. Clearly,
this restriction has reduced the competitive rail service options for Hcaston area shippers and
lifting it would restore the level of competition to what they enjoyed before the UP/SP merger.

We have been informed that the STB has asked affected partizs to consider and propose
permanent modifications to the UP/SP merger decision that would al'., s~ (he competitive rail
service problems shippers face in the Houston/Gulf Coast area that resu!t rom the merger.

We urge you to modify the original decision to permar=ntly improve competitive rail
service in the Houston/Gulf Coast area. Further, We encourage the STB to conduct public
hearings and ensure an open debate on this matter.

At one time, Houston was served by seven competitive railroads. As recently as 1988,
Houston had five rai'roads. Before the UP/SP merger was approved. Houston area shippers
enjoyed access to three competitive railroads: Union Pacific, Southern Facific and Burlington
Northem-Santa Fe. After the UP/SP merger was ed, ony two railroads remained serving
Houston — one of which, the Burlington Northern-Santa Fe, may ve unable to compete due to
the market dominance of the Union Pacific.

We hope the STB will take action to restore the level of competition that existed before
the merger. We believe that the law grants you the ability to enlarge competition if you
determined it to be in the public interest. In this case, the STB can satisfy shippers and the public
interest simply by restoring competition to pre-merger levels




Page Two
The Honorable Linda Morgan

Thank you for your consideration of our request. We appreciate your attention to this
matter and look forward to hearing from you soon.

Sincerely,

U.S. Senator U.S. Senator







Surface Transportation Board
Washington, B.C. 20423-0001

FL - 32760

®ffice nl @hairman / \,E),Lcl ¢ f; 26 )

Noverniber 9, 1998

Mr. Dick Davidson
Chairman

Union Pacific Corporation
1416 Dodge Street

Room 1230

Omaha, NE 68179

Dear Mr. Davidson:

Thank you for sending me a copy of your letter to U.S. Department of Transportation
Secretary Rodney Slater, concerning the Department’s filing in the UP/Houston oversight
proceeding. 1 appreciate your keeping me informed in this way.

I will have your letter and my response made a part of the public docket for the UP/Gulf
Coast oversight proceeding. I look forward to continuing to work with you on these and other
important transportation issues of mutual interest.

Sincerely,

o&fi«;xb ;Q 77‘,,

(=1
Linda J. Morgan /




UNION PACIFIC CORPORATION

m

September 23, 1998

DICK DAVIDSON

CHAIRMAN

The Honorable Rodney Slater
Secretary of Transportation
400 7th Street

Washington, D.C. 20590

Dear Rodney:

’
-

['have read the statement filed by the Department of Transportation in the STB’s
service/oversight proceeding. Whu!s ' am pleased the Department does not support the majority
of the conditions requested by BNSF and the “consensus group,” I remain troubled by the
Department’s apparent belief that our service has only marginally recovered from the crisis of the
past year.

I recognize filing deadlines prohibited your staff from reviewing our extensive submission
prior to filing the Department’; comments. As a .esult, they had to rely principally upon the
previous submissions of certain customers or shipper group, e.g., Shell Oil’s filing of July 7, and
the August 14 filings of Cemex and NIT League. We strongly urge your staff to review our
September 18 submission, as it presents a current and accurate assessment. For example,
supporting statements from a cross-section of over 185 shippcrs attest to the fact that service in
Houston and elsewhere has significantly improved and that the service crisis is over. In the
Cemex case, as we will show in a separate filing due September 30, we have reached higher leveis
of service than any time in the previous four years.

Given the impartance of ihe issues and stakes invoived in this proceeding -- not only to
Union Pacific but to the nation as a whole -- we believe it is critical the Department be fully
informed. Therefore, we are requesting the opportunity to meet with you and your key advisers
to give a full report on the state of our Railroad. We would also like to extend the iii.itation to
visit our Houston facilities and see for yourself that the service crisis has been resolved.

We look forwzrd to hearing from ycu and are prepared to make the necessary
arrangements.

Sinccrély,

-~

c I

1717 MAIN STREET, SUITE 5 00. DALLAS, TX 75201-4605 » 214 743-5666
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Town Council

Ron Florian, Mayor Stephen L. Wright, Town Manager
J. Dennis Crabb, Town Attorney
Josh Susman Thomas E. Covey, Public Works

Robert W. Drake . Jon A. Lander, Town Engineer
Don McCormack s Tony Lashbrook, Community Development
Muia Schneider Jill R. Olsen, Administrative Services

'» —
ENTER ecretalp

Honorable Vernon A. Williams otfice of the September 2, 1998

Secretary o

Surface Transportation Board SEP 17 1938

1925 K Street, N.W. partol 4

Washington, DC 20510 public Reco! 4’[(:[/‘,

& ¢

RE:  Houston/Gulf Coast Oversight ’roceeding P 7 P 9
Finance Docket No. 32760 (Sub-No. 26) o on %8

.

£
o Ewy

Dear Secretary Williams:

As Mayor of the Town of Truckee, | am very aware of the value of rail transportation service in our area.
Union Pacific Railroad is important to our community because of both the employment that it provides

and the business that it serves

We are strongly opposed to the proposais to impose new conditions on Union Pacific’s operations around
Houston and the Gulf Coast area. The STB established competitive conditions which were integrated into
its approval of the Union Pacific/Southern Pacific merger. The proposed additional conditions would
disrupt the competitive balance by altering a key portion of the original merged system, thereby
weakening Union Pacific when it is recovering its operationa! capability.

At the time of the merger, Southern Pacific was close to collapse. Union Pacific has been struggling to
improve operations of the combined system and has made great strides, ending the service crisis. To
continue the progress, Union pacific has tc make further investments to improve service and
infrastructure throughout the system. The proposed conditions would deprive Union Pacific of the
revenue necessary to make these investments and would make it more difficult for the company to
continue the service improvements that we have seen in recent months.

[n addition, it would be unfair to grant special access conditions in one part of the country at the expense
of shippers elsewhere. In particular, I am concerned that our community and economy will be adversely
impacted if Union Pacific competitors are granted concessions in anothcr part of the UP system.
Certainly, if Union Pacific’s competitors want direct access to Union Pacific customers, they can use their
own capital to build the necessary track and facilities.

Our area has benefited from our association with Union Pacific Railroad. The service progress and
community partnership should not be hindered by the imposition of new conditions that will harm Union
Pacific, our community and others around the country.

.

cerely,_\
/;?m\¥ AQE VU

Ron Florian, Mayor
Town of Truckee

Town Administrative Center
Phone: 530-582-7700 11570 Donner Pass Road, Truckee, CA 96161-4947 Fax: 530-582-7710
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September 16, 1998

The Honorable Vemon A. Wi'liams
Secretary

Surface Transportation Board

1925 K Streer, N.W.

Washington, D.CC, 20423

RE:  Houston/Gulf Coast Oversight Proceeding

Dear Secretary Williams:

I am writing to urge the Surface Transponziion Board to decline to imgose additional conditions on
Union Pacific Railroad's operations in the Houston/Gulf Coast area.

As Mayor of Portland, | am keenly aware of service problems f-om undercapitalized, poorly-
performing railsoads. The Southem Pacific merger with the Union Pacific has brought improvements.
While service problems since that merger are still prosent, I feel strongly that good, consistent service
will not be passible if UP cannot recover from its currently weakened condition. The imposition of the
additional coaditions contrmplated will seriously threaten that recovery.

In addition to the large sums of money spent in the Gulf Coast area, Union Pacific has invested heavily
in hoth infrastructure impiovements and capacity expansion in Oregon and elsewhere throughout its
system. Additional investment is still badly needed, and can only be made out of revenues generated
by UP’s present and future traffic base. UP experienced an unprecedented loss of $230 million over
the last three cansecutive quarters. ‘The proposed additional conditions would deprive UP of the
revenues needed to continge its system investments to the detriment of Oregon shippers.

Competitive, dependable nail scrvice in the Weat assumes two strong raitroads. We currently have
only one, the BNSF. [ strongly caution the Board against teking any action that will contribute furthor
to the current compcetitive imbslance that oxists in the West, and urge the Board to forcgo additional
conditions that will undermine UP's ability to reinvest future revenues in much needed infrastructure
improvements and capacity expansion in Oregon and elsewhere.

Thank you for your consideration.

1221 SW 4th Avenue, Suite 340 « Portiand, Oregon 97204- 1995
1S3} K23 4120 + FAX (503) 823-3586 + TDD (503) 823-6868 * www.ci.portiand.or.us/mayoe/
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RICHARD DEVLIN

ERED
STATE REPRESENTATIVE om«%ﬂ" E oretary
DISTRICT 24

CLACKAMAS AND WASHINGTON COUNTIES SEP 17 1998
HOUSE OF REPRESENTATIVES

The Honorable Vernon A Williams
Secretary, Surface Transportation Board
1925 K Street, NW

Washington DC, 20423

14 September, 1998

Dear Secretary Williams
Re: Houston/Gulf Coast Oversight Proceeding Finance Docket No 32760 Sub No 26

I am writing to urge the Surface Transportation Board to decline to impose additional
conditions on Union Pacific Railroad's operaticns in the Houston/Gulf Coast area.

Oregon has experienced being served by a finaicially-limited railroad company before
Southern Pacific merged with Union Pacific. While service problems still exist,
improvements and expansion are happening. We feel strongly that consistent and quality
service is not possible if Union Pacific is not allowed to recover from its weakened
condition. Imposing additional conditions will seriously threaten the organization's ability
to recover.

In addition to the capitai i*.at Union Pacific has spent in the Gulf Coast area, it has also
invested in improvements in Oregon's infrastructure. Additional investment in our state is
needed and is possible through the revenue generated from Union Pacific's traffic base.
However, Union Pacific experienced an unprecendented loss of $230 million over the last
three years and the proposed additional conditions would deprive the company of the
revenue needed to continuic this pattern of investment.

I strongly caution the Boad against taking any action that will contribute further to the
current competitive imbalance that exists in this region. I urge the Board to forego
additional conditions that will undermir ¢ Union Pacific's ability to reinvest in
infrastructure improvements and expansion in Oregon's r2il service, and elsewhere.

Richard Devlin

Office: 365 State Capitol, Salem, OR 97310 — Phone: 503) 986-1424 — deviin.rep @state.or.us
District: 10290 S.W. Anderson Court, Tualatin, OR 97062 — Phone: (503) 691-2026

S aE>
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Law Depurtment

500 Water Street

Codc J-150

!ﬂ'{hl."gﬂm Jacksonvile, Fi 32202
e of Fax (904) 359-7518

offic
Telephone (904) 359-3100

TRANSPORTATION SEP 16 1998 Writer's direct telephone line:

Paul R. Hitchcock p 904-359-1192
Senior Counscl Part ocord

Member of the Ohio Bar
Not Admitted in Florida

September 15, 1998

The Honorable Vernon A. Williams

Office of the Sacretary, Case Control Unit

ATTN: STB Finance Docket No. 32760 (Sub-No.26) N @
Surface Transportation Board NTBTTTE
1925 K Street, N.W.

Washington, D. C. 20423-0001

Re.  STB Finance Document No. 32760 (Sub-N0.26)
UNION PACIFIC CORPORATION [HOUSTGN/GULF OVERSIGHT]
NOTICE OF INTENT TO PARTICIPATE

Dear Mr. Williams:

This will confirm my conversation today with Ms. Ellen Keys of vour office. As | indicated tc her,
CSX Transportation, Inc. (CSXT) was inadvertently omitted from the Service list released by the Board
on September 10, 1998. CSXT timely submitted its Notice of Intent fo Participate dated July 16, 1998.
Mr. Cambridge advised me by phone on September 14 that his cornputer listings showed CSXT
entered as a Party of Record as of July 20 and also showed CSXT as appearing on tie Service List.

Pleas¢ include on the Service List:
Douglas R. Maxwell, Geireral Counsel
CSX Transportation, Inc. J150
500 Water Street
Jacksonville, FL 32202

Phone 904-359-3673 Fax 903-359-7518
Representing: CSX Transportation, Inc.

Enclosed are 25 copies of the Notice of Intent to Participate and a diskette.
Very truly yours,

pC[/‘.F‘:a(ul ﬁs&l&%ﬁ%:ﬂg

PRH/sgh
Enclosure - Diskette, 25 copies of the Notice of intent to Participate and
the July 16, 1998 letter form Notice to Mr. Williams.

s \staffsgh\Merge\Wiiliams STB 32760 1SSEPT98.doc




Low Department
500 Water Street

Telephone (904) 359-3100
Writer's direct telephone line:

Paul R. Hitchcock 904-359-1192
Senior Counsel
Member of the Ohio Bar
Not Admitied in Flonde
July 16, 1998

The Honorable Vernon A. Williams

Office of the Secretary, Case Control Unit
ATTN: STB Finance Docket No. 32760 (Sub-No.26)
Surface Transportation Board

1925 K Street, N.W.

Washington, D. C. 20423-0001

Re: STB Finance Document No. 32760 (Sub-N0.26)

UNION PACIFIC CORPORATION [HOUSTON/GULF OVERSICHT]
NOTICE OF INTENT TO PARTICIPATE

Dear Mr. Williams:

CSX Transportation, Inc. (C3XT) intends to participate as a
party of record in this proceeding.

CSXT also requests the opportunity to speak at any oral hearing

which the Board might determine to be appropriate in this proceeding.

Please include on the Service List:

Douglas R. Maxwell

General Counsel

CSX Transportation, Inc. J150
500 Water Street
Jacksonville, FL 32202

Phone 904-359-3673
Fax 903-359-7518

Enclosed are 25 copies of the Notice of Intent to Participate
and a diskette.

Very truly yours,

‘//2,.&\@ Chtntnda
Paul R. Hitchcock LJ{"

PRH/sgh
Enclosure

s:\staffsgh\Merge\Williams STB 32750 14July98.doc







S TROUTMAN SANDERS LLP

D T TS RNEY DS AT L AW
o‘“c.ED'“.:‘?‘Rgecut.M A L'MITED LIASILITY PaRINERS~ #

1300  STREET N W
SUITE 500 EAST

SEP 16 1998 WASHINGTON D C 20008.3314

TELEPHONE 202.274.2950

pant of FACSIMILE 202-274.2817
et RECEIVED
William A. Mulling Pub . 9 ” 208
September 15, 1993 16

The Honorabie Vernon A. Williams
Office of the Secretary
Case Control Branch
Attention: STB Finanrce Docket No. 32760 (Sub-No. 26) ENTERED
1925 K Street, N.W. office of the Secrets®y
Washington, D.C. 2(6423-0001

oEP 16 1998

t
RE: STB Finance Docket No. 32760 (Sub-No. 26) Seivice List ”.;:;‘ Record

Dear Mr. Williams:

I am writing in response to the Board’s Notice to Parties served on September 10, 1998 in
the above finance docket (“Notice”).

The Notice provides that any requests for change of status, correcticn of address
information or deietion from the service list must be filed in writing with the Board by
September <, 1998. This lctter serves as a written request to correct the following errors in the
service list which appear in the Notice:

1. William Mullins is the party of record for Kansas City Southem Railway Company. William
Muiiins is not a party of record for the Society of the Plastics Industry Inc. por the Tex>s
Chemical Council.

. The party of record for the Society of the Plastics Industry Inc. is:
Martin W. Bercovici
Keller & Heckman
1001 G Street, N.W.
Suite 500 West
Washington, DC 20001




Office of the Secretary
September 15, 1998
Page 2

3. The party of record for the Texas Chemical C ouncil is:
Jumes V. Woodrick, President
The Texas Chemical Council
1402 Nueces Street
Austin, TX 78701-1586

4. Joseph J. Plaistow is not a party of record for Kansas City Southern Railway Company.
Joseph J. Plaistow is a party of record for himself.

Pleas could you correct these errors in future service lists.

Sincerely,

/W-
illiam A. Mullins

Attorney for Kansas City Railway
Company

Enciosures (25)

cc: All Parties of Record

0013046.01
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Honorable Ver :on A. Williams
Secretary of Surface Transportation Board | L3 <O
1925 K Street. N.W O b

Washington, D.C. ol W
& ‘-"v}\"ﬁ‘k\

RE:  Houston/Gulf Coast Oversight Procesding wWg®

Finance Docket No. 32760 (Sub-No. 26)
Dear Secretary Williams:

As Mayor of the City of Tehachapi, | am very aware of the value of rail transportation service in our
area. Union Pacific Railroad is important to our community because of the close working
relationship we have developed with Union Pacific and because of the vital nature of the raiiroad as
it passes through the Tehachapi Mountains and also the Tehachapi Valley.

The City of Tehachapi’s relationship with Union Pacific has been both positive and pro-active on
several fronts. The railroad has just completed an aggressive roadbed rehabilitation project that
relocated several large crews to our valley. Working with Union Pacific executives, Tehachapi's
newly created Economic Development Office. headed by Economic Development Director, Davia
James, has sited a major new business development which will utilize a new switching and rail spur.
The Union Pacific has also worked to preserve Tehachapi's historic rail depot as part of the
promotion of cultural tourism in the Tehachapi Valley. Finally. the railroad has extended its earlier
commitment to historic preservation by offering to convey to the City of Tehachapi property to build
our Heritage Park complex which will focus on Native American culture, wind energy technology
and the engineering genius involved in the creation of the Tehachapi Loop.

Here in the Tehachapi Valley. rail improvements have been impressive and need to continue. We
have seen positive results in the form of roadbed rehabilitation by the installation of cement ties over
a 40-mile rail segment. A crew of over 100 Union Pacific employees moved into our community,
utilizing our local lodging and restaurants, thereby enhancing the economic well-being of our
community, at the same tirne, improving the infrastructure of the rail network.

We are strongly opposed to the proposals to impose new conditions on Union Pacific’s operations
around Houston and the Gulf Coast area. The STB established competitive conditions which were
integrated into its approval of the Union Pacific/Southern Pacific merger. The proposed additional
conditions would disrupt the competitive balance by altering a key portion of the original merged

115 SOUTH ROBINSON STREET TEHACHAPI, CALIFORNIA 93561 . (805) 822-2200
E-MAIL: tehach@lightspeed.net FAX (805) 822-8559




Honorable Vernon A. Williams
Sepiember 8, 1998
Page

system, ihereby weakening Union Pacific when it is recovering its operational capacity. This could
result directly and negatively on UP’s pro-active tusiness involvement with Tehachapi and Kern

County.

At the time of the Union Pacific-Southern Pacific merger. Southern Pacific was close to collapse.
Union Pacific has been struggling to improve operations of the combined system and has made
significant strides, ending the seivice ctisis. To continue the progress, Union Pacific has to make
further investments to improve service and infrastructure throughout the system as they have
commenced here in Kern County. The conditions proposed before the Surface Transportation Board
would deprive Union Pacific of the revenue necessary to make these investments and would make
it more difficult for UP to continue the service improvements which I have described above.

In addition, I personally believe it would be unfair to grant special access conditions in one part of
the country at the expense of Kern County and Tehachapi shippers. In particular, I am concerned
that our community and economy will be adversely impacted if Union Pacific competitors are
granted heavy-handed concessions in another part of the UP system. Certainly, if Union Pacific’s
competitors want direct access to Union Pacific customers. they can use their own capital to build

the necessary track and facilities as is being done by businesses here in Tehachapi.

Again, the City of T'ehachapi values our relationship with Union Pacific Railroad and are requesting,
for the preservation of their economic vitality, that you oppose pr.»posals for any new conditions on
Union Pacific operations in the Texas Gulf Coast.

Tehachapi end Kern County have benefited from our association with Union Pacific Railroad. Our

region’s partnership should not be hindered by the imposition of heavy-handed mandates that will
harm Union Pacific, the Tehachapi Valley, Kern County, California and throughout the country.

Sincerely,

JOHN H.E. ROMBOUTS
Mayor of the City of Tehachapi







AT&L RAILROAD CO.

2nd STREET & NASH YLVD.
PO. BOX 29
WATONGA, OKLALWOMA 73772
PHONE (405) 623-517/7
FAX (405) 623-2686

September 11,1998

Honorab'e Vernon A. Williams
Secretary

Surface Transportation Board
1925 K Street, N.W.
Washington, D.C. 20423

Re: Houston/Guif Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williams:

VERIFIED STATEMENT
S. STEVEN SMOLA
AT&L RAILROAD

I am S. Steve Smola, the President of AT&L Railroad.
We are in the Shortline Railroad business and connect with
the Union Pacific Railroad at El Reno, Oklahoma. Our
~ustomers ship Hard Red Winter Wheat to Guli points in
Louisiana and Texas, mostly in 100 car unit trains.

AT&L Railroad is opposed to the proposals to impose
new conditions on the UP's operations around Houston and
in the Gulf Coast area. Effective rail competition
depends on a strong UP competing against a strong BNSF.
These new conditions would go in the wrong direction, by
weakening UP at a time when it has already suffered large
financial and traffic losses over the last year due to its
service problems.

The best answer o service problems in Houston and
the Gulf Coast, and throughout the West, is to let UP
fight its way out of them. Weakening UP with further
conditions is a mistake. Furthermore, we are very
concerned that added conditions in Houston and the Gulf
Coast will undermine UP's ability to invest in service and
infrastructure throughout its system. This will hurt our
business and degrade our rail options.

’kuL'02%éd/§ZZneEgewd%mu{”

(CONNECTING WITH THE UNION PACIFIC RR AT EL RENO, OK.)
SERVING: WATONGA, GREENFIELD, GEARY, CALUMET AND BRIDGEPORT, OKLAHOMA




September 11, 1998

We do not believe that further conditions are needed
tc protect competition in Houston and the Gulf Coast. The
conditions imposed by the STB on the UP/SP merger have
worked well. We have seen aggressive competition against
UP by BNSF, KCS and Tex Mex since the merger. While these
railroads may want still more opportunities, competition
is working without imposing further conditions that would
weaken UP,

For these reasons, AT&L Railroad opposes the requests
for conditions on UP's operations around Houston and the
Gulf Coast and urges that STB reject them.

I declare under penalty of perjury that the foregoing
is true and correct and that 1 am authorized to file this
verified statement. Dated August 2:7019

4 even Smola
President
AT&L Railroad

P.S. This letter replaces the letter dated August 20,
1998, which had typographical errors.




AT&L RAILROAD CO.

2nd STREET & NASH BLVD.
PO. BOX 29
WATONGA, OKLAHOMA 73772 .
PHONE (405) 623-5477 MEMBER
FAX (405) 623-2686
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September 11,1998

VERIFIED STATEMENT
S. STEVEN SMOLA
AT&L RAILROAD

My name is S. Steven Smola and I an the President of
AT&L Railroad. My responsibilities are operating a
Shortline Railroad that ships Hard Red Winter Wheat to the
Gulf ports in Texas and Louisiana.

I declare under penalty of perjury tnat the foregoing
is true and correct and that I am authorized to file this
verified statement. Dated Augus/t 20,1998.

President
AT&L Railroad

This letter replaces the letter dated August 20,
1998, which had typographical errors.

(CONNECTING WITH THE UNION PACIFIC RR AT EL RENO, OK.)
SERVING: WATONGA, GREENFIELD, GEARY, CALUMET AND BRIDGEPORT, OKLAHOMA







THE Gy &y COMPANY

One Geon Center
Avon Lake, Ohio 44012
216-930-1000

SEP 16 1998
Paﬁn:'“"

Honorable Veriion A. Williams
Secretary

Surface Transportation Board
1925 K Street, N.W.
Washington, DC 20423

Re: Houston/Gulf Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williams:

The G<on Company is opposed to the various proposals to impose new conditions
on Union Pacific’s operations around Houston, TX and the Gulf Coast area since they do
little to provide improved service. To have effective competition, it requires a significant
look at :he physical plant in Houston, rather than just a change in how and who runs the
teams on the tracks. Unless each of the competitors’ rail lines operating in Houston
installs significant additions to track and yard systems, the total Houston transportation
system will be impeded each time one of the carriers has a service failure.

The best way to resolve the service problems in Houston is to find a way to align
the rail superstructure growth to the industry expansions in the area. This would favor
facilitating railroads and industry to add track and build out, instead of the sale or sharing
of trackage rights that has become common in the past twenty years.

The UPSP merger may have been the flare up and be viewed as the cause of the

Rail service meltdown in Houston. In reality, it was the final blow to an already
overcrowded rail infrastructure.

Sincerely yours,

Glenn P. Opalenik
Manager, Rail Transportation







SENATE
STATE OF LOUISIANA

DENNIS R. BAGNERIS, SR.
SENATE PRESIDENT PO TEMPORE SEP 1 5 1998 2 4 4948 Chef Menteur Hwy

i Suite 318
Part of o0 New Orleans, LA 70126

September 10, 1998 Ppublic Record ‘ :‘; , (504) 942-8198

Mr. Vernon A. Williams, Secretary (5

Surface Transportation Board <Trert I
Room 711 T

1925 K Street, N.W.

Washington, D.C. 20423-0001

Re: Houston/Gulf Coast Oversight Proceeding - Finance Docket No. 32760 (Sub-No. 26)
De: Secretary Williams:

I have ti.e following observations regarding your upcoming hearings on the status of the
Union Pacific-Southern Pacific merger and the new demands several Texas participants have inade
on you to serve their own interests in this matter.

For months following the merger implementation, service problems developed on the Union
Pacific Gulf Coast lines and congestion plagued their system. Following months of intensive effort
and capital resources, relief from congestion has occurred and customer service has been restored to
near normal levels. The intense effort by Union Pacific has been costly to the extent of reporting
operating losses in recent quarterly reports, while competitors have continued to reap gains. It seems
hardly justifiable that the Surface Transportation Board would now grant special operating rights over
the Union Pacific that would only weaken the achievements it has recently obtained. Additionally,
such action would weaken the revenue base Union Pacific needs to continue to improve service.

Union Pacific is an important and major investor in transportation in the state of Louisiana
and we need a prosperous and vibrant rail industry here. It makes little sense to burden this state's
largest rail carrier with additional rights so that others could diminish the improvements alrcady
obtained in rail operations in Louisiana. Union Pacific is making major capital investments here and
hiring additional employees. I applaud the progress of Union Pacific and request that you refrain
from any action that could jeopardize these plans.

Sincerely,

Lo K i, ¥,
Dennis R. Bagneris, Sr.

Senate President Pro Tem

DRBsr:mpw







United Clays

September 8, 1998

e ENTERED
Honorable Vernon A. Williams ) Office of the Secretary

Secretary 1\

SURFACE TRANSPORTATION BOARD ~0_ SEP 15 1998
1925 K Street, N.W.

Washington, D.C.. 20423 ,‘g',:',m

RE:  Houston/Gulf Coast Ov.rsight Proceeding
Finance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williams:
VERIFIED STATEMENT
OF
UNITED CLAYS, iNC.

I am Joseph .. Kiney, the Traftic Manager of United Clays, Inc. We are in the business
of mining and selling clay.

United Clays, Inc. is opposed to the proposals to impose new conditions on UP's
operations around Houston and in the Gulf Coast area. Effective rail competitior depends on a
strong UP competing against a strong BNSF. These new conditions would go in the wrong
direction, by weakening UP at a time when it has already suffered large financial and traffic
losses over the last year due to its service problems.

The best answer to service problems in Houston and the Gulf Coast, and :hroughout the
West, is to let | /P fight its way out of them. Weakening UP with further conditions is a mistake.
Furthern.uie, we are very concerned that added ability to invest in service and infrastructure
throughout its system. This will hurt our business and degrade our rail options.

We do not believe that further conditions are needed to protect competition in Houston
and the Gulf Coast. The conditions imposed by the STB on the UP/SP merger have worked we.il.
We have seen aggressive competition against UP by BNSF, KCS and Tex Mex since the merger.
While these railroads may want still more opportunities, competition is working without
imposing further conditions that would weaken UP.

For those reasons, United Clays, Inc. opposes the requests for conditions on UP's operations
around Houston and the Gulf Coast and urges that the STB reject them.

I deciare under penalty of perjury that the foregoing is true and correct and that I am
auth}jze/d to file his verified statement. Dated September 8, 1998.

LA L iy
Joseph L. Kiney /
Traffic Manage

“United Clays
7003 Chadwick Drive, Suiie 100, Brentwood, TN 37027 USA

Tel: (615) 370-4500  Fax: (615) 370-0802
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Mailing Address Corp srate Office Operations Facility

P.O. Box 908 1010 S. Cabrillo Ave. 1022 Eubank Ave.

Wilmington, CA 90748 San Pedro, CA 90731 Wilmington, CA 90744
(310! 548-8300 "~ FAX* (310) 549-8966

FAX* (310) 548-8357

September 3, 1998 TERED
EN
Oftfice of the Secretary

SEP 15 1998

of
rub'l'lcmmrd

Honorable Vernon A. williams
Secretary

Surface Transportation Board
1925 K Street, N. W.
Washington, D.C. 20423

Dated September 3, 1998

Re: Houston/Guli Coast Oversidht Proceedings
rinance Docket No. 32760 (sub-number 26)

Verified Statement of Ancon Transportation Services

Dear Secretary Williams:

My nam: is Ann Goodzle and | am in Customer Service/Sales for Ancon Transportation Services. My company
provides transportation warehousing services of metal and building products te the Western United States.

Ancon Transportation is opposed to any proposals or additional conditions, that will limit Union Pacific's abiiity to
generate the funds needed to continue its aggressive capita! investment programs. Effective rail competition
between Union Pacific and 3NSF in the western United States depends on the individual strengths of these
companies. Any new conditions which hamper Union Pacific's ongoing service recovery effort would be adverse to
increasing rail competition.

Competitive transportation rates depend upon the financial health of Union Pacific. Any additional Surface
Transportation Board actions that restrict Union Pacific's ability to implement its service improvement programs are
unnecessary and may prevent Union Pacific from generating appropriate revenue levels.

I encourage the Surface Transportation Board not to burden the Union Pacific with further conditions or restrictions
and to allow this company to continue to finish the job of absorbing the Southern Pacific.

I deciare that the aforementioned is true and correct and that | am authorized to file this verified statement.
With Best Regards,

7t

Ann Goodale
Customer Service/Sales
Ancon Transportation Services

Fontana Facility
9401 Etiwande Ave.
Fontana, CA 9'739
(909) 357-7240
FAX# (909) 357-7244

National City/San Diego
900 W. 24th Street
National City, CA 91950
(310) 548-8310

FAX* (619) 477-5245

Long Beach Facility
1429 W. 11th Street
Long Beach, CA 90813
(310) 548-8310

FaX# (310) 901-3775
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September 11, 1998

ENTERED
Office of the Secretary

SEP 15 1998

Honorable Vernon A. Williams : Part of
Secretary X A Public Record
Surface Transportation Board BITS

1925 K Street, N.W. el
Washington, D.C. 20423

RE: Houston/Gulf Coast Oversight Proceeding
Einance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williams:

VERIFIED STATEMENT
OF BEN-TREI, LTD.

| am Kenneth R. Treiber, the Vice IPresident of Ben-Trei, Ltd. We are in the
business of marketing and distributing phosphate fertilizers in United States from the
Agrifos, L.L.C. production facility at Pasadena, Texas {formerly owned by Mobil, Mining
and Minerals).

Ben-Trei, Ltd. is opposed to the proposals to impose new ccnditions on UP's
operations around Houstor and in the Gulf Coast area.

We are served from the Houston area by the BN/SF and the UP and need
desperately to have two viabie strong competing railroads with which to work.

When we, Ben-Trei Ltd., took over the marketing of the product output from the then
Mobil Mining and Minzials facility at Pasadena, there were four railroads and the merger
of these four into two, was seen as step in the right direction.

Most especially in the case of the SP, which was weak and unreliable, we saw the
merger with the UP as a positive step for our business, bringing major investment in
equipment and facilities and therefore, stronger, more reliable rail supplier.

We have, like all of the shippers in the Houston area, suffered through the problems
that the UP has had in effecting the merger and making their railroad act as one unit. We
have done our share of complaining about the service, however, we feel we see definite

7060 South Yale, Suite 999 ® Tulsa, Oklahoma 74136
Telephone: 918-496-5115 ® Telex: 203782 BENTRUR ® Telefax: 918-496-5568
E-Mail: Ben-Trzi@worldnet.att.net




improvement in the service and the shipping times for our products, and we certain'y favor
allowing the UP to continue to improve theii overall service and giving them the opportunity
to render the kind of service that was promised prior to the merger.

We favor two strong competitive railroads and desperately need the strong
competition, to assure us of not being totally in the hands of one carrier.

We should explain that most of our business is split and in most cases the two
railroads do not truly compete to the customer delivery noints, however, without two strong
railroads servicing the area, we would be relegated to even worse service from the
remaining railroad.

Where the BN/SF and the UP do compete for our business, we have seen better
service and have been able to hold down the rate increases being imposed on the rest of
tha BN/SF system.

We do not believe that further conditions or restrictions are needed in the Houston
area to protect competition, rather it is our r2eling that any further restrictions on the UP
would hamper their efforts to fully integrate and improve their services in the area. As
mentioned previously in this letter, we favor two strong competitive railroads and feel this
is our only prctection, even if the number of specific competitive points are limited.

For these reasons we, Ben-Trei, Ltd., oppose the requests for conditions on UP’s
operations around Houston and the Gulf Coast and we urge that the Surface
Transportation Board reject them.

| declare under penalty of perjury that the foregoing is true and correct and that | am
authorize to file this verified statement. Dated September 11, 1998.

KENNETH R. TREIBER
VICE PRESIDENT
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MCGRANN PAPER WEST INC.

4501 Mitchell St., Suite B, N. Lcs Vegas, NV 89031
702-644-3438 P A fax 702-644-3491

9 September 1998 \ ‘\, J
-

Honorable Vernon A. Williams J
Secretary . % W ENTERED

. . Office of the Secretary
Surface Transportation Board ) .

1925 K Street, N.W. ‘ : SEP 15 1998

Washington, D.C. 20423 diaasd
Public Record

Re: Houston / Guif Coast Oversight Proceeding
Finance Docket No. 32760 (Sub - N, 26 )

Dear Secretary Wiiliams,
I am Thomas lerlan, the Plant Manager of McGraan Paper West Corporation. We are a

merchaat / converter of all types of groundwood and free-sheet paper. Our facility can
accept and deliver from and to milis via railcar.

McGrann Paper West Corporation is opposed to the proposals to impose new conditions
on UP’s operations around Houston and in the Gulf Coast area. Effective rail
competition depends o:1 a strong TP competing against a strong BNSF. These new
conditions would go in the wrong direction, by weakening UP at a time when it has
already suffered large financial and traffic losses over the last year due to its service
problem..

The best answer to service problems in Houston and the Gulf Coast, and throughout the
West, is to let UP fight its way out of them. Weakening UP with further conditions is a
mistake. Furthcrmore, we are very concerned that added conditions in Houston and the
Gulf Coast will undermine UP’s ability to invest in service and infrastructure throughout
its system. This will hurt our business and degrade our rail options.

We do not believe that further conditions are needed to protect competition in Houston
and the Gulf Coast. The conditions imposed by the STB on the UP / SP merger have
worked well. We hove seen aggressive competition against UP bty BNSF, KCS and Tex
Mex since the merger. While these railroads may want still more opportunities,
competition is working without imposing further conditions that would weaken UP

For these reasons, McGrann Paper West opposes the requests for conditions on UP’ s
operations around Houston and the Gulf Coast and urges that the STB reject them.




I declare under penalty of perjury that the foregoing is true and correct and that I am
authorized to file this verified Statement. Date September 9, 1998.

Best Regards,

i

Thomas G. Ierlan
Plant Manager
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Honorable \ .mon A. Williams
Secretary

Surface Transportation Board
1925 k Street, N.W.
Washington D. C. 10423

Re: Houstor/Gulf Coast Oversight Proceeding

“ear Secretary Williams:

As Assessor of Lincoln County, Idaho, I am acutely aware of the value of rail transportation service in our
area of the State of Idaho. Union Pacific Railroad is very important to our community because of services to
local and area businesses. Union Pacific also contributes to our small community through property taxes,

purchases and corporate giving.

1 am opposed to proposals that impose new conditions on Union Pacific’s operations in Texas in the Gulf
Coast area and arour.d Houston. The STB established competitive conditions which were integrated into its
approval of the Union Pacific/Southern Pacific merger. The proposed additional conditions would only serve
to disrupt the competitive balance and thereby weakening Union Pacific when it is recovering its operational
capability.

Union Pacific needs to make continuing investments to improve service and their infrastructure. The

proposed conditions would deprive Union Pacific of needed revenues to make necessary investments and
hamper their efforts to make improvements.

It would be unfair to give special access conditions in Texas at the expense of shippers in Idaho and other
states. |am concerned about the impact to Lincoln County. Our small county receives several tax dollars
from Union Pacific. This year alone we lost 3.8 million in value for ad valorem purposes. With other
changes taking place in the operating properties of Idaho, Lincoln County could be looking at a 20%
decrease in ad valorem value again next year. This will be devastating to our three communities.

Lincoln County benefits from our longstanding association with Union Pacific Railroad. in order for these
fruitful relationships to continuc, | would urge the STB not to impose new conditions on UPRR.

Sincerely,

p . v gl
%u’(( (((t-'/'f(/'
~ Susie Edwards

Lincoln County Assessor







CITY OF PINE BLUFF, ARKANSAS

OFFICE OF THE MAYOR

JERRY TAYLOR
Mayor

September 9, 1998

Honorable Vernon A. Williams, Secretary
Surface Transportation Board

1925 K Street, N W.

Washington , D.C. 20423

Re:  Houston/Gulf Coast Oversight Procesdin.
Finance Docket No. 32760 (Sub-No.26)

Dear Secretary Williams:

As Mavyor of Pine Bluff, I submit this Iciter out of concern over certain requests made '+ Texas
interests to gain acces: on Union Pacific Railroad property there that could possibly create adverse
conditions here and elsewhere.

We recognize the importance of rail transportation in our area and in our state. Union Pacific is our
state’s largest raiiroad and is very critical (0 our transportation needs. Pine Bluff is also a beneficiary
of Union Pacific’s community relations program that supports numer-us non-profit organizations
heve.

I am aware that difficulties arose as the Union Pacific-Southern Pacific began to merge their
operations and serious congestion developed as a result of shortages including personnel and
equipment. Increased demand for rail services also contributed to these problems. However, Union
Pacific has made a strong effort to correct these conditions and your board has already recognized
this as you have terminated the emergency order in place over the past few months

Union Pacific continues to make the investmants necessary to obtain the benefits in the approved
merger. Those interests seeking benefits in Texas at Union Pacific’s expense can only jeopardize
future investments here and other areas of Union Pacific revenues are diminished and unable to
provide a return on their expenditures. We are encouraged by all the improvements tha: have been
made throughout the Union Pacific system and I urge the board to avoid any actions that would
weaken the Union Pacific’s recovery and it’s services to our area.

Jerry Taylor
Mayor

200 EAST EIGHTH AVENUE / PINE BLUFF, ARKANSAS 71601 / TELEPHONE /870) 543-1855 / FAX (870) 543-5158
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R.J. (Rick) Lacroix S
Executive Vice President PCS Sales [Cﬂ.ﬂada), Inc.

Transportation & Disiribution /—

September 10, 1998

ENTEZRED
Office of tihc £niratary

Honorable Verncn A. Williams

Secretary SEP 14 1998
Suria 2 Transportation Board o
1925 K Street, N.W. Public Recora
Washington DC 20423

Dear Secreiary Williams:

RE: Houston/Gulf Coast Oversight Froceeding
Finance Dacket No. 32760 (Sub-No. 26)

Potash Corporation ot Saskatchewan (PCS) is the woild's largest fertilizer enterprise producing the
three primary plant nutrients used in fertilizer. PCS is also the world's largest potash company, the
second largest nitrogen company and the third largest phosphate producer and we ship product
throughout Cariada, United States and Mexico the majority of which moves by rail.

PCS is opposed to the proposals to impose new conditions on UP's operations around Houston
and in the Gulf Coast area. Effective rail competition depends on a strong UP competing against a
strong BNSF. These new conditions would go in the wrong direction, by weakening UP at a time
when it has a'ready suffered large financial and traffic losses over the last year due to its service
problems.

The best answer to service problems in Houston and the Gulf Coast and throughout the West, is to
let UP work its way out of them. Weakening UP with further conditions is a mistake. Furthermore,
we are very concerned that added conditions in Houston and the Gulf Coast will undermine UP's
ability to invest in service and infrastructure throughout its system. This will hurt our business and
degrade our rail options.

For these reasons, PCS opposes the requests for conditions on UP's operations around Houston
and the Gulf Coast and urges that the STB reject them.

Yours truly,
Rick Lacroix
Executive Vice President, Transportation & Distribution

D:\T&D\Lacroix\Houston-G'f Proceeding.doc

PCS SALES (CANADA) INC
SUITE 500, 122 - 1ST AVENUE SOUTH, SASKATOON, SK CANADA S7K 7G3 PHONE (306) 933-8693 FAX (306) 652-2€99







SierralPine

PHONE (916) 772-3422 2151 PROFESSIONAL DRIVE, SUITE 200 « ROSEVILLE, CA 95661

September 8, 1998 %ﬂ;‘.‘g‘.’c P
Honorab!c Vernon A. Williams

Surface Transportation Board Part of

1925 K Street, N.W. Putlic Record
Washington, DC 20422

Re:  Houston/Gulf Coast Oversight Proceeding
Finance Docket No. 32760 (Sub:No.26)

Dear Secretary Williams:

I am Jeff Lundegard, the Vice President of Marketing at SierraPine Ltd. We are in the business
of manufacturing particleboard and medium density fiberboard.

SierraPine Ltd. is opposed to the proposals to impose new conditions on the Union Pacific’s
operations around Houston and in the Gulf Coast area. Effective rail competition depends on a
strong UP competing against a strong BNSF. These new conditions would go in the wrong
dircction by weakening the UP at a time when it has already suffered large financial and traffic
losses over the last year due to it’s service probleins.

The best answer to service problems in Houston and the Culf Coast, and throughout the Wst, is
to let the UP fight it’s way out of them. Weakening the U® with further conditions is a inistake.
Furthermore, we are very concerned that added conditions 1n Houston and the Gulf Coast will
undermine the UP’s ability to invest in service and infrastructure throughout it’s system. This
will hurt our business and degrade our rail options.

Further conditions are not needed to protect competition in Houston and the Gulf Coast. The
conditions imposed by the STD on the UP/SP merger have worked well. While their competitors
want still more opportunities, competition is working without imposing further conditions that
would weaken the UP>

For these reasons, SierraPine Ltd. opposes the requests for conditions on UP’s operaticrs around
Houston and the Gulf Coast and urges that the STB reject them.

Respecifully,

Y fodorped

Jeff Lundegard
Vice President — Marketing
SierraPine Ltd.
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September 2, 1998

The Honorable Vernon A. Williams
Secretary

Surface 1 ransportation Board

1925 K Street, NW

Washingten, DC 20423

Re: Houston/Guil Coast Oversight Proceeding

Finance Docket No. 32760 (Sub-No. 26)
Dear S:oretary Williams:

I am wriung to urge the Surface Tran ;portation Board to decline to impose additional conditions on
the Union Pacific Railroad’s operations in the Houston/Gulf Coast area.

Here in Oregon, we experienced first-hand what it was like being served by an under-capitalized,
poorly performing railroad prior to the Southern Pacific merger with the Union Pacific. While
service problems since that merger are still present in some areas, we have seen continuing
improvement and feel strongly that good, consistent service will not be possible if UP cannot recover
from it’s currently weaken condition. The imposition of the additional conditions contemplated will
seriously threaten that recovery.

In addition to ihe large sums of money Union Pacific has spent in the Gulf Coast area, Union Pacific
has invested heavily in both infrastructure improvements and capacity expansion in Oregon and
elsewhere throughout its system. Additional investment is aecded, and it can only be made out of
revenues generated by UP’s present and future traffic base. UP experienced an unprecedented loss of
$230 million over the last three consecutive quarters. The proposed additional conditions would
deprive UP of the revenues needed to continue these investments, to the detriment of Oregon
shippers.

Competitive, dependable rail service in the West assumes two strong railroads. We currenily have
only one, the BNSF. I strongly caution the Board against taking any action that will contribute
further to the current competitive imbalance that exists in the West, and I urge the Board to forego
additional conditions that will undermine UP’s ability to reinvest future revenues in much needed
infrastructure improvements and capacity expansion in Oregon and elsewhere.

Thank you for your consideration.

Si{1cercl))(, a
) Jar

Senator Marylin8hannon

Office: S-215 State Capitol, Salem, OR 97310 — Phone: (503) 986-1715 — Fax: (503) 986-1132 — e-mail: shannon @teleport.com
District: 7955 Portland Rd. NE, Salem, OR 97305 — Phone: (503) 463-9624
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September 4th, 1998

The Honorable Vernc * A. Williams
Secretary, Surface Transportation Board
1925 K Street N.W.

W.shington, D.C. 20423

Re: Houston/Gulf Coast Ove sight Proceeding
Finance Docket No. 32760 (Sub No. 26)

Dear Secretary V' iiiams:

1 am the President and CEO of the Colorado Association of Commerce and Industry, the
Colorado State Chamber of Commerce and State Manufacturers Association. In this capacity, my
primary concern, and the concern of our membership, is preserving a strong economic climate, one
which encourages capital investment and entrepreneurial activity. In that regard, the investment of
Union Pacific provides not only jobs for our citizens, but also esseniial infrastructure to commerce.
Union Pacific’s investment is of that essential nature which we endeavor to encourage in our State.

I understand that the Surface Transportation Board is being asked to impose conditions on
Union P.cific which would allow competing interests to obtain trackage rights. The result of such action
can only be to dilute Union Pacific's market position, and to discourage this kind of capital investment
by Union Pacific as well a: other railroads in the future.

Furtheirmore, I fear that such an action will upset the competitive balance of rail service in the
southern corridor, and ultimately impact other western states. In turn and as a consequence, Union
Pacific’s ability to spend needed funds in Colorado will be weakened. I encourage you to consider the
adverse impact of such an anticompetitive regulatory environment on this basic transportation industry.
We need railroad transportation, and we need a regulatory structure which encourages private sector
investrfient in that industrv.

Sincer

am Cassidy,
President and CEC

SC/eob
cc: J. Frederick Niehaus, President--Intermountain Partners, Inc.
Kent Kalb, General Tax Coursel--Union Pacific Railroed Company







Detroit Office

September 07, 1998

Honorable Vernon A. Williams, Secretary
SURFACE TRANSPORTATION BOARD
1925 K Street, N.W.

Washington, D.C. 20423

RE. HOUSTON / GULF COAST OVERSIGHT PROCEEDING
Finance Docket No. 32760 ( Sub-No. 26 )

Dear Secretary Williams,

Please accept the enclosed statement in support of the UNION FACIFIC
RAILROAD. It is important that the SURFACE TRANSPORTATION
BOARD not take any action that would weaken the recovery efforts of the
UNION PACIFIC RAILROAD.

Thank you in advance for the consideration given to this request.

Sincerely

ALE

Tlmo*hy Gilhuly,
Sr. Trading Representative

NISSHO IWAI AMERICAN CCRP.
Detroit Steel Department




VERIFIED STATEMENT

Of NISSHO IWAI AMERICAN CORPORATION
Detroit Steel Department

My name is Timothy Gilhuly, and I am a Senior Trading Representative for NISSHO
IWAI AMERICAN CORPORATION’S Detroit Steel Department. My responsibilities
include purchase of steel products from Canada and to arrange for their shipment to a
forwarding company in South Texas with ultimate sale and consumption in Mexico.

It has been suggested that competition in the rail industry has been reduced as a resui; of
the rail merger between UNION PACIFiC RAILROAD and the SOUTHERN PACIFIC
RAILROAD and further that the BURLINGTON NORTHERIN SANTA FEE has been
disac vantaged in competing for IUNION PACIFIC business.

I would like to go on record with this letter to say that this does not appear to be the cas>
based upon conversations with my customer in Mexico. In fact, BNSF has made contact
with my customer with the expressed intention of converting their rail service from the
UP to BNSF. The offer that was made to my customer suggested several advantages to
making this change of service. The results of which are still pending. However the
contact and resulting offer is evidence that, in fact, the BNSF is willing, able and capable
of competing with the UNION PACIFIC.

In addition, for the service route of my product there is new competition coming from the
CANADIAN NATIONAL RAILROAD. Their recent acquisition extends *hieir reach to
the Gulf of Mexico adding to the competition even further.

Although there have been delivery problems in the recent past with UP, the quality of
information and customer service that I received during these troubles was cutstanding.
Within the last few weeks, the service being provided by the UNION PACIFIC on traffic
to Mexico has improved significantly. It is ciearly in my best interest to keep UP
financially and operationally stror.g and I oppose any action that would jeopardize that
recovery.

I declare under penalty of perjury that the foregoing is true and correct and that I a.n
authorized to file this verified statement dated September 07, 1998

Timothy Gilhuly

Sr. Trading Representative

NISSHO IWAI AMERICAN CORP.
Detroit Steel Department
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Heaith and Ruman Services
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Legislative Address:
Legislative Council
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@ E-Mail:
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SEP 10 1198
puthc Hocont

Honorable Vernon A. Williams

Secretary
Surface Transportation Board

1925 K Street, NW
Washington, D.C. 20423 :
Fl) 32700 -3viBat

Dear Secretary Williams:

I am writing in reference to the pending decision of the Surface Transportation Board regarding
the imposition of additional conditions on the Union Pacific Railroad's operations in the Houston
and Guif Coast area.

Union Pacific reports that congestion in the Gulf Coast region has been virtually eliminated and
that with some exceptions service is improving steadily throughout its system. These
improvements are a direct result of the substantial investment of dollars and other resources
Union Pacific has dedicated to the problem. The significant strides that have been achieved in

only one year are noteworthy.

I am concerned that if the federal government imposes a !ditional conditions, Union Pacific will
lack the necessary resources to continue its recovery and fund much needed infrastructure

improvements.

I urge the Surface Transportation Board to seriousiy consider the negative consequences
additional conditions will generate, and decline to impose additional conditions on Union Pacific

Railroad.
Sincerely,

Nancy Thompson
District #14







Sy STATE OF LOUISIANA
/ \ ) HOUSE OF REPRESENTATIVES
A f

\v\” ), / .
\_‘::// ¢‘9“

BILLY MONTGOMERY / ‘g_c,l\‘ﬁqe isiah
District 9 =g 1 Jner

House Legislative Services, Chairman

House & Governmental A'dairs
e Joint Legislative Committee on Capital Outlay
Vernon A. Williams, Secretary Ways & Means

Surface Transportation Board
Room 711

1925 K Street, N.W.
Washington, D.C. 20423-0001

RE: Houston/Gulf Coast Oversight Proceecing
Finance Docket No. 32760 (Sub-No. 26)

Dear Mr. Williams:

I am aware you wil! soon hold hearings regarding the vreviously approved Union Pacific-
Southern Pacific merger. I know that some interests in Texas have filed requests for special
privileges and these Texas-related requests concern me because, if granted, they could impact Union
Pacific in Louisiana.

Union Pacific is a major employer in our state and extensively serves the Louisiana economy.
I know that rail service began to decline soon after the transportation functions of the Union Pacific
and Southern Pacific were merged in the Gulf Coast area. This condition persisted for many months
and has generated warranted criticism; however, Union Pacitic has made major investments, hired
many new employees. and purchased new locomotives to rectify this condition. These measures
appear to have been successful as Union Pacific service approaches near normal levels.

[ see that the congastion has been greatly mitigated and service has returned to reasonable
levels in most areas. Union Pacific’s efforts to relieve the congestion resulted .n losses to the
company in its effort to achieve normal rail operations. Meanwhile, competitors have made the mo:t
of this situation and their earnings have risen dramatically, while Union Pacific’s have fallen. These
competitors, who now seek additional advantages, would create more disruption to Union Pacific
and cause that company further losses. ‘This would impact Union Pacific in Louisiana, as well as
other areas on its system.

I have seen Union Pacific’s service improve in recent months. This progress should not be
hindered by the imposition of new conditions that will harm Union Pacific, the state of Louisiana,
and others around the country. Thank you for hearing my views on this matter.

Sincerely,

illy glomgom

State Representative
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> s B 2%F JEFTREY R. BRASHARES

¢S
2oL RAIL VA, INC,

I, Jeffrey R. Brashares. am the President of Rail Van, Inc. We are an
intermodal marketing company serving the entire United States.

Rail Van, Inc. is opposed to the proposals to impose new conditions on
UP’s operations around Houston and in the Gulf Ceast area. Effective rail competition
depends on a strong UP competing against a strong BNSF. These new conditions would
go in the wrong di' >ction, by weakening UP at a time when it has already suffered large
financial and traffic losses over th: last year due to its service problems.

The best answer to service problems in Houston and the Gulf Coast, and
throughout the West, is to it UP fight its way out of them. Weakening UP with further
conditions is a mistake. Furthermore, we are very concerned that added conditions in
Houston and the Gulf Coast will undermine UP’s ability to inivest in service and
infrastructure throughout its system. This wili hurt our business and degrade our rail
options.

We do not believe that further conditions are needed to protect
competition in Houston and the Gulf Coast. The conditions imposed by the STB on the
UP/SP merger have worked well. We have aggressive competition against UP by BNSF,
KCS and Tex Mex since the merger. While these railroads may want still more
opportunities, competition is working without imposing further conditions that would
weaken UP.

For these reason, Rail Van, Inc. opposes the requests for conditions on
UP’s operations around Houston and the Gulf Coast and urges that the STB reject them.

I declare under penalty of perjury that the foregoing is true and correct and
that I am authorized to file this verified statement. Dated August 27, 1998.

Jeffrey R) Brashares
President
Rail Van, Inc.

400 W. Wilson Bricge Road P.O. Box 328 Worthington, Chio 43085
614-436-6262 800-837-7584







Rancho Cucamonga
Corporate Office

11355 Arrow Foute

P.O. Box 3209, 91729-3209
Ranchc Cucamonga, CA 91730
(909) 987-3939

(800) 825-1205

(909) 484-2420 FAX

Fontana

10610 Live Oak Avenue
Fontana, California 92337
(909) 877-4389

(909) 829-4301 FAX

Oakiand

370 8th Avenue

Oakiand, California 94606
(800) 666-5337

(510) 835-8383 FAX

Wilmington

607 Harry Bridges Bivd
wilmington, California 90744
(800) 234-2098

(310) 830-1171 FAX
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August 27, 1998 p@‘cﬁ Record

Honorable Verncn A. Williams
Secretary

Surface Transportation Board
1925 K. Street, NW
Washington, D.C. 20423

RE: Houston/Gulf Coast Oversight Procecedings
Financial Docket No. 32760(sub-number26)

Keep On Trucking Co., Inc. is a flatbed transportation catrier iccated in California,
which unloads and ships over 1000 railcar annually via the Unicon Pacific.

Keep On Trucking Co., Inc. is opposed to any proposa's or additional conditions, that
will limit Union Pacific’s ability to generate the funds needed to continue its aggressive
capital investment programs. Effective rail competition between Union Pacific and the
BNSF in the W estern States depends on the individual strengths of these companies.
Any new condit:ons, which hamper Union Pacific’s ongoing service recovery efforts,
would be adverse to increasing raii competition.

Competitive *raiisportation rates depend upon the financial health of the Union Pacific.
Any additional Surface Transportation Board actions that restrict Union Pacific’s ability
to implement its service improvement programs arc unnecessary and may prevent Union
Pacific from generating appropriate revenue levels.

I encourage the Surface Transportation Board not to burden the Union Pacific with
further conditions or restrictions and (o allow this company to continue to finish the job
of absorbing the Southern Pacific.

I declare that the aforementioned is true and correct and that I am authorized to file this
verified statement.

Sincerely,

lmw Bo\no-£r—
Ka ojanowe

Regional Sales Manaper

Keep On Trucking Co., Inc.
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Rep. Robert E. (Bob) Barton __ 3018 Old Minden Road

State Representative AL/ /o ~ Suite 1107
District 8 Bossier Cit, LA 71111

f Tel.: (318) 741-7158
Representatives Fax: (318) 741-7159

Vernon A. Williams, Secretary
Surface Transportation Board
Room 711

1925 K Street N.W.
Washington, D.C. 20423-001

Dear Mr. Williams, ()40 - SUB 2 |

I write to you in connection wiih the Houston/Gulf Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26). I am concerned zbout any decision in this
matter that might adversely affect the financial recovery of Union Pacific ard the service
it provides within Louisiana. As you 2= aware, Union Pacific is the largest rail carrier in
Louisiana. Any decision by your Board that would put Union Pacific at a competitive
disadvantage in Texas would have horrible implications for rail traffic in Louisiana.

I therefore request that any decision made in this matter give specia! consideration
to Louisiana, the future of rail transportation in this state, and any financial hardship that
might be imposed upon Unioa Pacific.

Kinde ds,

ep. Bob Barton
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August 26, 1998

SEP -3 1998
Hcnorable Vernon A. Williams
Secretary pan‘"n:'“m
Surface Transportation Board
1925 K Street, N, W,
Washington, D.C. 26423

RE: Hous*ton/Gulfr Coast Oversight FProceeding
Finance Docket No. 3276U (Sub-No. Z6)

Dear Secretary Williams:

I understand che Surtace Transportation Board, as per the afore
mentioned Oversight Proceeding, is considering requests to impose
further conditions on the Union Pacific Railroad Company around
Houston and in the Gulf Coast area. We would appose such actions.

Qur service on our outhound scrap shipments to various destinations
on their system have improved to where we have no problems with any
of our moves.

The UP/SP merger did not reduce competition and the service crisis
did not result from loss of competition. The UP has reported large
financial losses and has lost large volumes of traffic. Their
projection to invest over #1.4 billion over the next five years in
the Houston/Gulf Coast infrastructure cannct be funded with reduced
trarfic base and revenues.

Emergency service relief 1s proper in apprecpriate circumstances,
but such reliefr should not be c¢ranted as a permanent condition to
a merger, esprecilally where normal operations have been largely
restored. I wurge the S5Tb to allow the UP to continue tc
aggressively implement its service improvement steps.

Sincerely,
Samuels Recycling Company

Gy ik

Gary Bac us
Vice President of Operations







Nebraska State It;lslV'z 19997

SENATOR DWITE A. PEDERSEN

District No. 39 ‘ ) COMMITTEES

21440 Shamrock Road

Elkhorn, Nebraska 68022 11 Vice Chairman, Judiciary
I Committee on Comimittees

Legislative Address: il Executive Board
State Capitol k= Latl Intergovernmental Cooperation

PO Box 94604 ' A ) AT . Reference
Lincoln, Nebraska 68509-4604 : il e ransportation
(402) 471-2885 e " - ; ‘ i SN Legislative Council ¢ |
E-Mail: ; "
dpedersen@unicam3.Ics.state.ne.us Ninety-Fifth Legislature

August 26, 1998
; ENTERED
Oftice of the Secretary

The Honorable Vernon A. Williams -0
secretary SEP & 1998
Surface Transportation Board

1925 K Street, NW

Washington, D.C. 20423

iFEQ'_,

INear Secretary Williams:

| am writing in reference to the pending decision of the Surface Transportation Board
regarding whether to impose additional conditions on the Union Pacific Railroad’s operations in
the Houston and Gulf Coast area.

While Union Pacific’s recent service problems have received a great deal of publicity and
criticism, it appears that congestion in the Gulf Coast region has been virtually eliminated, and
that with some exceptions service is improving steadily throughout the Union Pacific system.
These improv=ments are a direct result of the substantial investme:nt of dollars and other
resources that the Union Pacific has dedicated to the problem. Gi‘en the dismal condition of the
Southern Pacific prior to its merger with the Union Pacific the signiiicant strides that have been
achieved in only one year are noteworthy.

Here in Nebraska we have felt the effects of Union Pacific’s service problems, and
continue to experience some congestion due o the massive capacity expansion projects Union
Pacific is currently installing. However, | am very concerned that if the federal government
imposes additiona! conditions on an already -v:¢aker.ed railroad, Union Pacific will lack the
necessary resources to continue its recovery, fund much-needed infrastructure imiprovements,
and re-emerge as a strong, competitive presence in the rail system in the West.

| urge the Surface Transportation Board to seriously consider the negative consequences
additional conditions will generate throughout the Western rail network. A vibrant rail system
requires two strong, competitive railroads, which we presently lack. | ask the Board to decline to
impose additional conditions or. Union Pacific Railroad.

erely,

ite A. Pedersen
State Senator
District 39

Printed with soy ink on recycied paper
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oftice oﬂm Secretary

Honorable Vernon A. Williams SEP -1 1998

Secretary of the Surface Transportation Board pert of

1925 K Street, N.W. pubtic Record MANAGEMENT
Waslington, D.C. 20423 §18

RE: Texas/Gulf Coast Oversight Proceeding Finance Docket No. 32760 (Sub-No. 26

Dear Secretary Williams:

I am Kathleen Parker, a member of the Illinois State Senate and Vice-Chairman of the
Senate Transportation Committee. The district which I represent is in the Chicago
metropolitan area. llinois is the rail hub of the nation and a sound rail system is important
to the economy of the Chicago area and the nation.

It is my understanding that the surface Transportation Board is considering the imposition

of additional conditions on the operations of the Union Pacific in Texas and the Gulf Coast.

I am writing to let you know that I oppose the Surface Transportation Board requiring the
Union Pacific to spend $500 million on non-safety-related projects in the Texas and Gulf
Coast area if the imposition of these additional conditions will directly affect safety and service
in Illizioss.

Thank you very much for your consideration.

Sincerel :
C,/ W A

KATHLEEN K. PARKER

State Senator - 29th. District

KKP/dpm
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CALIFORN'A PORTLAND CEMENT COMPANY

2025 E. FINANCIAL WNAY, GLENDORA, CA 91741 / TSL. (626) 852-6200
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August 24, 1998 omf-“%"‘{hl. Secretary
Henorablz Vernon A. Williams SEP £ 1 1998
Secretary part of
Surface Transportation Board public Record
1925 K Street N.W.
Washington, D.C. 20423

RE: Houston/Gulf Coast Oversight Proceeding
Finance Dockct No. 32760 (Sub. No. 26)

Dear Secretery Williams:

The Californ.a Portlund Cement Company is the largest producer of portland cement in
its marketing areas of California, Ncvada and Arizona. We utilize the Union Pacific Railroad
to transport a significant porticn of our product.

We are opposed to the proposals in the referenced proceeding that would impose new
conditions on the Union Pacific’s operations around Houston and in the Gulf Coast arca.
Effective rail competition, which is a benefit to all shippers, depends on a strong UP competing
against a strong BNSF. The conditions would severely weaken the UP ai a time when it has
already suffered extensive financial and traffic losses due to its service crisis over the past year.
The UP has lost $230 million over the last three quarters because of the service crisis and the
need to expand capacity immediately. These conditions would further seriously undermine
the UP’s financial position by exposing well over half a billion dollars in annual gross revenue
to potential diversion to other railroads.

The harmful effects on the UP cannot be justified. The conditions are completely unnecessary
in order to preserve competition between the UP and BNSF or KCS/Tex Mex. By weakening
UP’s overall competitive position against a very strong 3NSF, these condition requests will
greatly undermine UP’s ability to be an effective, vigorous competitor throughout the entire
West, not merely in the Houston and Gulf Coast area. The consequence would be that shippers
throughout the country will ultimately suffer from these steps tu weaken the UP’s overall
competitive position.

For these reasons, the California Portland Cement Company opposes the requests for conditions

on the UP’s operations around Houston and the Gulf Coast area and urges the STB to reject them.

Sincerely,

\

ames R. Risse
Manger, Marketing & Traftic
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CITY COUNGL 311 VERNON STREET, %208 - ROSEVILLE, CA 95678
CITY OF ROSEV'LLE PHONE: (916) 774.5362 < FAX: (916) 7869175

TRADITION: PRIDE - PROGRESS

1 ED
August 19, 1998 O“ME,',‘I&“ gecretary
Honorable Vernon A. Williams SEP 1 1998
Secretary
Surface Transportation Board m?.;",:'wa
1925 K Street, N.W.
Washington, D.C.

Re: Houston/Guif Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williains:

As Mayor of the City of Roseville, Ca.fornia, | am very aware of the value of
the railroad industry to the Roseville community. Roseville was founded, in
large part, to serve the railroad industry and at one time featured the largest
railyard in the western United States. In 1996, Union Pacific Railroad became
a member of our community through its merger with the Southern Pacific
Railroad Company. Currently, Uriion Pacific is ore of the five largest
employers within the City of Roseville and is investing $140 million +
renovating the Roseville railyard into a state of the art facility.

I have become aware of efforts within the railroad industry to have the
Surface Transportation Board require Union Pacific permit their competitors
access to their tracks and facilities in the Texas Gulf Coast Region. It is my
understanding that requiring such access to competing rail operators is not
typicai within the industry and could create significant financial strains within
the Union Pacific Railroad Company.

This information causes great concern, as the Roseville community has first
hand experience with the disruption that occurs to local economies and
individual families when a railroad operaior does not have the financial ability
to properly maintain and operate their facilities. Prior to the merger with
Union Pacific, the Southern Pacific Railroad Company was not able to
maintain the Roseville railyard facility. Due to an antiquated design, aging
equipment, and deferred maintenance, the Roseville railyard was operating at
33% or less of capacity. The railyard was characterized by dilapidated
buildings, inadequate security, and unusable trackage. As a result, Southern
Pacific was regularly closing railyard operations and transferring employees
to other locations.




Re: Houston/Gulf Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26)
Page Two

Union Pacific’s ~fforts to renovate the Roseville railyard has resulted in
significant new investment in the Roseville community, insured Roseville's
role as a major center of rail operations, protected the jobs of the existing
railroad emplovees, and created opportunities for increased employment.
Union Pacific nas regularly demonstrated their interest in acting as a
responsible corporate citizen and has established excellent communications
with the Roseville community. As Mayor of the City of Roseville, | request
the Surface Transportation Board carafully consider the repercussions to
comm:'nities such as Roseville, which could result from concessions granted
to Union Pacific’s competitors.

The Roseville area has benefited with the arrival of Union Pacific as a
memier of the community. The partnership built between the Roseville
community and Union Pacific should not be hindered or jeopardized by the
imposition of any new conditions which could cause financial harm to Union
Pacific and, ultimately, our community.

Sinceely,

Claudia Gamar
Mayor

cc: Roseville City Council
Congressman John Doolittle
Wayne Horiuchi, Union Pacific Railroad
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Office of the Commissioner of Railroads

610 N. \"“itney Way Rodney W. Kreunen, Commissioner

P.O. Box 8968

Madison, WI 53708-8968 4 Tel: (608) 266-7607
Fax: (608) 261-8220
TTY (608) 267-1479

August 20, 1998

SEP -1 1398

Honorable Vernon A. Williams part of
Secretary public Record
Surface Transportation Board

1925 K Street. N.W.

Washingion, DC 20423

Re:  Houston/Gulf Coast Oversight Proceeding
Finance Docket No. 32760 (Sub-No. 26)

Dear Secretary Williams:

As Czminissioner of Railroads in the state of Wisconsin, one of the foremost goals is to
ensure the highest level of rail safety in the state, including at rail/highway grade
crossings and in other areas. As a state public official, I am aiways working with the
Wisconsin rail industry to improve the rail network in Wisconsin. With a strong rail
network, as one component of Wisconsin’s transportation infrastructure, we can ensure
that the state’s economy continues to prosper as it has done the last 12 years.

While Union Pacific Railroad (UP) is not Wisconsin’s largest railroad, its 1,086-mile
system is very important in making Wisconsin goods and products competitive in
national and world markets. Also, UP employs 559 people in Wiscoasin.

This letter is being filed in response to the various requests filed by shippers and others
requesting increased access to Union Pacific’s traffic base in Texas and the Gulf Coast. I
am opposed tc the proposals to impose new conditions on the Union Pacific’s operations
in Texas and the Gulf Coast area, as it is premature and this action could harm UP and its
Wisconsin customers.




Honorable Vernon A. Williams August 20, 1998
Surface Transportation Board Page 2

Effective western rail competition depends on a strong UP. The requested conditions
would upset the compet:tive balance and financially undermine UP after it has already
suffered large traffic and financiai losses. UP’s traffic volumes are down by nearly 10%.
There is no basis for taking away even more revenue and traffic from UP, when it seems
that the initially imposed pro-competitive conditions of the UP/SP merger have been
working and should be allowed to continue as initially approved by the STB.

UP has been making capital improvements in Wisconsin on its mainlines. These
improvemeni: rized to continue in the future. In 1996, U'P made $17.7 million of capital
expendiitures in Wisconsin, in 1997 it made $15.4 million, and it plans $7 million for
1998, or a :t~1 of $40.1 million in the three years to its track structure only. This does
not count the new locomotives and cars that have been purchased that have contributed to
Wisconsin industry, especially the coal-fired utilities that UP serves in Wisconsin with
Wyoming low-sulfur coal.

If UP does not stay financially strong, future needed improvements to its Wisconsin
infrastructure could be delayed or canceled. It is not fair to ask Wisconsin to pay that
price, especially when there has not been a clear showing that the approved conditions in
Texas and the Guif Coast are not working.

Do not make a change in Texas and the Gulf Coast that will penalize Wisconsin, our
progress on improving our rail system and our economy.

Commissioner

RWK/dal
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Wi‘co Witco Corporation

Onre American Lane
Grecawich, CT 06831-2559
€D (203) 552-3096
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o'tice of the
John G. Bresli
August 21, 1998 SEP 7 1 1998 Dir:czor oirLoglilstics

The Honorable Vernon A. Williams
Secretary

Surface Transportation Board
1925 K Street, NW, Room 77
Washington, DC 20423

) 30 -

Dear Secretary Williams:

equipment and services.

Witco is a specialty chemicals manufactur :r with $2.2 billion in sales. Our manufacturing
sites include three in the New Orleans area, Houston, Memphis, Mapleton, IL arid Petrolia,
PA. The annual freight bill is about $100 million and our sustomers ana suppliers reach
broadly across the United States.

The UP/SP merger has created service disruptions which in turn have affected our
business. Alternative rail service is necessary to alleviate service problems and therefore
Witco supports ensuring: that shippers have equal access to all of the carriers serving the
Gulf coast; the expansion of rail capacity and investment by all the existing carriers; and
protecting future competitiveness hy ensuring that adequate rail alternatives exist in the
future.

If Witco and other American manufacturers are to remain competitive in a global market,
these changes tnust be made.

Thank you fur veing responsive to our needs and we will stay abreast of the proceedings
as they unfold.

P







COVINGTON & BURLING
1201 PENNSYLVANIA AVENUE. N. W.
P.O. BOX 7566
WASHINGTON, D.C. 20044-7566
(202) 662-6000

FACSIMILE: (202) 662-629!

DAVID L. MEYER
DIRECT DIAL NUMBER
1202 €662-5582

DIRECT FACSIMILE NUMBER
(202 778-5582

dmeyer@cov.com
1040 BELGIUM

ONE. 32-2-549-5230
SIMILE: 32-2-502-1598

BY HAND

The Honorable Stephen Grossman
Administrative Law Judge

Federal Energy Regulatory Commission
888 First Street, N.E., Suite 11F
Washington, D.C. 20426

Re: STB Finance Docket No. 32760 (Sub—No 26) --
UP/SP Houston/Gulf C

Dear Judge Grossman:

I am writing on behalf of Union Pacific Railroad Company ("UP") to raise
with Your Honor discovery disputes requiring resolution at a hearing this Thursday, August
27. These disputes involve the responses of Tex Mex and KCS to six separate requests
contained in UP’s Third Set of Discovery Requests in the above-referenced docket, which
were served on July 30, 1998 and responded to on August 14.

The six requests at issue sought information from KCS/Tex Mex concerning
their allegations that UP has discriminated against Tex Mex trackage rights trains in the
dispatching and operatio. of the UP lines in and around Houston over whxch those trains
operate. The specific requests at issue are excerpted as Exhibit A hereto.'

As Your Honor is aware, KCS/Tex Mex’s allegations of discrimination are
among the centerpieces of KCS/Tex Mex’s requests for additional conditions in this
proceeding. KCS/Tex Mex’s March 30, 1998 and July 8, 1998 submissions contain
strongiy-worded attacks on UP’s treatment of Tex Mex’s trackage rights trains. Those
filings cite a handful of supposed examples of discriminatory conduct, but suggest that
KCS/Tex Mex believe that there are many more such exam.ples that have not been cited.

Those requests are Nos. 1, 3, 4, 5, and 6.




COVINGTON & BURLING

Hon. Stephen Grossman
August 24, 1998
Page 2

For example, KCS/Tex Mex’s July 8 submission refers to “various acts of discrimination”
witnessed by KCS/Tex Mex's observer at the Spring dispatching center (KCS-2, p. 53);
“many other examples™ beyond those described by KCS/Tex Mex’s witnesses (id., p. 374);
“various incidents” as to which no further informatio.: is provided (id., p. 379); and “various
examples™ supposedly represented by three specific incidents described by witness Watts
(id., pp. 384-85).

Under the procedural schedule established by the Board, UP is entitled to
only one opportunity — its September 18 submission — to address assertions made by
KCS/Tex Mex regarding suppesed discrimination against Tex Mex trains. For purposes of
that submission, UP is investigating each of the alleged incidents thus far described in
KCS/Tex Mex’s submissions (or set forth in the workpapers associated with those
submissions). UP will also be submitting general evidence that it did not engage in
discrimination as KCS/Tex Mex have alleged. Among other points, P will establish that
KCS5/Ter Mex have behaved in a manner thau strongly suggests that their allegations of
systematic discrimination have been invented as means of creating leverage supporting the
grant of additional rights by the Board in this proceeding. KCS/Tex Mex have not made any
serious attempt to exercise their ample contractual rights to monitor UP's dispatching of Tex
Mex trains or to enforce Tex Mex’s contractual right to have its trains dispatched in a non-
discriminatory manner. UP is investigating, for example, the extent to which KCS/Tex Mex

- outside the context of Board proceedings — have made any complaints or inquiries about
the handling of Tex Mex trains.

In order to permit UP to prepare a thorough response to KCS/Tex Mex’s
allegations of discrimination — and specifically in light of KCS/Tex Mex’s allusions in their
July 8 filing to many unspecified examples of allegedly systematic discrimination by UP -
UP sought information through discovery that would flesh out the basis, if any exists, for
KCS/Tex Mex’s vague and generalized allegations of discrimination. Specifically, UP’s
Third Set of discovery requests sought from KCS/Tex Mex, (a) a detailed description of the
circumstances surrounding every instance of “alleged discriminatory or preferential
treatment involving Tex Mex trains” (Request No. 1); (b) a deiailed description of every
complaint made by KCS or Tex Mex concerning the alleged mis-treatment of Tex Mex
trains (Request Nos. 3, 5, 6); and () a detailed description of every action taken by
KCS/Tex Mex to have Tex Mex trains treated fairly ziid impaitially (Request No. 4). Each
of these requests was designed to require the disclosure by KCS/Tex Mex of any and all
evidence they have supporting their assertions — which UP believes to be utterly baseless —
that discrimination actually occurred and KCS/Tex Mex are not able to put a stop to it
without Board intervention.

KCS/Tex Mex have refused to provide any meaningful responses to these
requests. Relying on assertions that providing responses would be unduly burdensome and
require the “preparation of an unduly burdensome and oppressive special study,” KCS/Tex
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Mex have refused to supply any of the information sought. Instead, KCS/Tex Mex merely
referred UP back to the vague and generalized allegations that led UP to ask for more
detailed information in the first place.

In response to Request No. 1, which asked for a description of every instance
of alleged discriminatory treatment of Tex Mex trains, KCS/Tex Mex merely referred UP to
the handful of examples of discriminatory treatment in KCS/Tex Mex’s previous filings,
witness workpapers and so-called “delay reports,” which are standard forms filled out by
every Tex Mex train crew that merely list the times during which those trains were not
moving. Tex Mex produced box after box of “delay reports,” none of which shed any iight
on the nature of KCS/Tex Mex’s allegations with regard to which delays, if arv, were the
product of discrimination as opposed to the rcutine delays iaherent in day-to-day railroad
operations. KCS/Tex Mex have shirked their obligation to come forward with the evidence,
if any exists, backing up their repeated allegations that there are numerous additional
examples of discrimination agairst Tex Mex trains.

In response to Request Nos. 3 and 6, which asked for a description of every
complaint madc by KCS/Tex Mex about alleged mis-treatment of Tex Mex trains (including
a supposed series of complaints referred to by KCS/Tex Mex witness Nichols), KCS/Tex
M.2x merely reiterated their boilerplate response — which was not even responsive to this
request — directing UP to th~ “examples of discriminatory treatment enumeratecd™
KCS/Tex Mex’s previous filings. Not a single complaint was described.

In response to Request No. 4, which asked for a description of every action
taken by KCS/Tex Mex to have Tex Mex trains treated fairly and impartially, KCS/Tex Mex
again repeated their non-responsive boilerplate directing UP to the “examples of
discriminatory treatment enumerated” in KCS/Tex Mex’s previous filings. The only other
info.mation provided was a list of three meetings of the UP-Tex Mex Joint Service
Committee (“JSC”) at which “complaints and concerns” were allegedly raised. However,
there is no description of the nature of any such complaints or concerns, much less any
identification of remedial action that was sought by KCS/Tex Mex. No other actions were
dascribed.

In response to Kequest No. 5, which asked for specific information about
complaints allegedly made at the November 1997 JSC meeting (one of the three referred to
in the response to Request No. 4, see above), KCS/Tex Mex refused to respond on the
ground that UP was at the meeting too. But UP would not have been privy to the
information s« ught by sub-part (c) of this request, and in any event UP is entitled to know
what KCS/Tex Mex intend to say, if anything, about these alleged complaints in their
rebuttal submission so that UP can submit evidence relating to those assertions on
September 18.
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KCS/Tex Mex’s responses to these requests are plainly insufficient. If
KCS/Tex Mex h2ve any further evidence supporting their assertions of repeated acts of
discrimination and repeated complaints about such discrimination by KCS/Tex Mex, they
should be required to provide it to UP now, so that UP can address that evidence in its
September 18 submission. If KCS/Tex Mex do not provide UP with additional information
concerning these matters in discovery now, they will necessarily be precluded from
submitting it — or arguing about it — in their rebuttal submissior 2 On the other hand, if - as
UP suspects — KCS/Tex Mex do not have any further evidence supporting their allegations
of discrimination, they should be required to say so, insiead of seeking refuge in a series of
obfuscations and objections about the undue burden entailed in backing up their
discrimination allegations.

Respectfully submitted,
! /ﬂdsj
David L. Meyer

Attorney for Union Pacific
Railroad Company

Attachments

cc: Hon. Vernon A. Williams (by hand)
William A. Muilins, Esq. (by hand)
Richard A. Allen, Esq. (by hand)
Erika Z. Jones, Esq. (by hand)

. Similarly, KCS/Tex Mex would be precluded from relying on the mass of “delay
reports” they have produced as evidence of further examples of discriminatory conduct after
refusing to identify which, if any, alleged c.elays were the product of discrimination as
opposed to other causes.
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1. Describe in detail the circumstances surrounding e.ch and every instance of
alleged discriminatory or preferential treatment involving Tex Mex trains, including without
limitation (i) the “various acts of discrimination” allegedly “witnessed” by Tex Mex’s observer
at the Spring Dispatching Center (KCS-2, p. 53); (ii) the “many acts of discrimination” referred
to by Witness Nichols (id., p. 372); (iii) the “many other examples” referred to by Mr. Nichols
(ig.. p. 374); (iv) the “various incidents” referred to by Mr. Watts (id., p. 379); (v) the “various
exanp'~s” referred to by witness Watts as represented by three specific incidents described by
Mr. Watts (id;, pp. 384-85); and (vi) each occasion on which Tex Mex trains have allegedly been
“subjected to needless discrimination” (id., pp. 385). For each alleged incident provide:
a detailed description of the factual circumstances underlying the alleged incident;
the date of the alleged incident
the actions, if any, taken by Tex Mex or KCS to bring the matter to the attention of
UP and/or BNSF joint dispatching personnel or otherwise to seek to have the matter
addressed; and
the outcome of those actions.
Produce all documents reflecting or recording any of the alleged facts provided in response to his
interrogatory, including without limitation notes or reports prepared contempc.aneously by Tex
Mex or KCS employees.

Tex Mex/KCS object to this request as overbroad and unduly burdensome. Further,
responding to this request would require the preparation of an unduly burdensome a.ad
oppressive study which is not ordinarily required to be performed, and to which Tex Mex/KCS
object to performing. This request calls for a detailed description of the circumstances
underlying eac 1 and every one of innumerabie incidents that have taken place over a period of
vears. Tex Mex estimates that to provide such a detailed and exhaustive descriptio: literally -- to

the extent that these innumerable contacts could be reconstructed at all -- would require several

months’ work of high level Tex Mex personnel, working solely on this response to the exclusion

of their normal duties. The undue burden this request places on Tex Mex and KCS outweighs
any need for the performance of such a special study, especially in light of the information
contained in responsive documents aiready provided to the Applicants and the numerous
examples of discriminatory treatment enumerated in Tex Mex’KCS’ filings of March 30, 1998
and July 8, 1998. Notwithstanding these objections, numerous documents responsive to this

request have been produced, including delay reports that are available in the Depository.




A Provide a detailed descripticn of each and every complaint made by Tex Mex or
KCS to any representative of UP (or any joint UP/BNSF dispatching personnel at the
consolidated dispatching center at Spring, Texas) concerning alleged mishandling of Tex Mex
trains, alleged discriminatory treatment of Tex Mex trains, or alleged preferential treatment of
trains of other railroads relative to those of Tex Mex, including without lim;tation.

a) the date of the complaint;

b) the nature of the conduct complained of (including a detailed description of the
circumstances surrounding any specifi< instance of alleged misconduct complained
of);

¢) the idetity of the person who made the complaint;

d) the identity of the person to whom the complair.t was made;

¢) UP’s (or anyone else’s) response to the complaint; an¢

f) the actions, if any, Tex Mex or KCS took to have the compiaint addressed or
resolved.

Produce all documents reflecting the complaint, the incident at issue, and any resolution of the
complaint.

Tex Mex/KCS object to this request to the extent that it calls for documents/information
aiready produced to the Applicants, or information that is as readily available to UP as it is to
Tex Mex/KCS. The request is overbroad and unduly burdensome, and would require the
preparation of an unduly burdensome and oppressive study which is not ordinarily required to be
performed, and to which Tex Mex/KCS object to performing. This request calls for a detailed

description of each and every one of the countless daily complaints that have been made, largely

by telephone, to UP over a period of years. Tex Mex estimates that to provide such a detailed
and exhaustive description literally -- to the extent that these innumerable contacts could be
reconstructed at all -- would require several months’ work of high leve! Tox Mex personnel,
working solely on this response to the exclusion of their normal duties. The undue burden this
request places on Tex Mex and KCS outweighs any need for the performance of such a special
study, especially in light of the information contained in responsive documents already provided
to the Applicants and the numerous examples of discriminatory treatment enumerated in Tex

Mex/KCS’ filings of March 30, 1998 and July 8, 1998.




4. Describe in detail any and all actions, other than those described in response to
Request No. 3 above, that Tex Mex or KCS has taken (other than complaints to the Board in this
or other proceedings) to have Tex Mex trackage rights trains treated fairly and impartially by UP,
including without limitation:

a) any and all efforts to make use of the Joint Service Committee established by the UP-

Tex Mex trackage rights agreement, including without limitation any “rules and
standards” proposed by Tex Mex to “ensure equitable and non-discrimi
treatment”;

b) any and ail efforts to make use of the Joint Service Committee established in
connection with the consolidated dispatching center at Spring, Texas;

¢) any and all efforts to make use of Tex Mex'’s rights under the UP-Tex Mex trackage
rights agreement to secure access for its personnel to dispatching facilities or UP
personnel to review the handling of UP and Tex Mex trains on joint trackage;

d) any and all efforts to raise with UP operating personnel or the Joint Service
Committee any “questions, disagreements, concerns or disputes” arbitrated as
provided by the UP-Tex Mex trackage rights agreement, including without limitation
attempts to agree with UP on the sanctions to be available to an arbitrator.

Produce all documents reflecting any such actions.

Tex Mex/KCS object to this request to the extent that it calls for documents/information
already produced to the Applicants, or information that is as readily available to UP as it is to
Tex Mex/KCS. Tex Mex/KCS object further that the request is overbroad and unduly
burdensome, and would require the preparation of an unduly burdensome and oppressive study

which is not ordinarily required to be performed, and to which Tex Mex/KCS object to

performing. This request calls for a detailed description of each and every one of the countless
1ly complaints that have been made to UP over a period of years. Tex Mex estimates that to
-rovide such a detailed and exhaustive description -- to the extent that these innumerable
contacts could be reconstructed at al] -- literally would require several months’ work of high
level Tex Mex personnel, working exclusively on this response to the detriment of their normal
duties. The undue burden this request places on Tex Mex and KCS outweighs any need for the
performance of such a special study, especially in light of the information contained in

responsive documents already provided to the Applicants and the numerous examples of

discriminatory treatment enumerated in Tex Mex/KCS’ filings of March 30, 1998 and July 8,

1998. Notwithstanding these objections, and subject to the general objections, Tex Mex/KCS




respond as follows: In 1997, three meetings of the JSC took place; one in the first quarter of

1997 at Tex Mex offices in Houston, one in May 1997 in Omzha, and one in November 1997 in
Houston. Though complaints and concerns were raised at each of these JSC meetings (in
additioi" to the countless daily complaints raised between Tex Mex and UP personnel via
telephone and other means), Tex Mex's experience has been that no required t<.nedial action was

taken with regard 19 those concems.




Tex Mex/KCS object to this request on the grounds that is Vague, ambiguous and unduly

burdensome. Tex Mex’KCS Suject to this request to tiia extent that it calls for documents and
information already produced to the Applicants. Tex Mex further objects to this request in that
information responsive to this request is as readily available to UP as to Tex Mex, in that the

November 1997 meetw. was attended by representatives of Up and Tex Mex. No KCSs

representative was present at the meeting.




6. Describe in detail the circumstances surrounding each and every occasion on
which Mr. Nichols (a) advise{d] the Joint Corridor and Joint Nirector” of “any mishandling or
discrimination against Tex Mex trains” or (b) report[ed] incidents to the joint corridor manager
or joint director,” see KCS-2, Nichols V.S, pp. 370-71, including without limitation (i) the date;
(ii) the details surrounding the substance of the complaint or report; (iii) the person or persons to
whom the report was made; and (iv) any response provided to Mr. Nichols or Tex Mex. Produce
all documents relating to any such instance.

Tex Mex/KCS object to this request to the extent that it calls for documents/information

already produced to the Applicants, or information that is as readily available to UP as it is to

Tex Mex/KCS. The request is overbroad and unduly burdensome, and would require the

preparation of an unduly burdensome and oppressive study which is not ordinarily required to be
performed, and to which Tex Mex/KCS object to performing. This request calls for a detailed
description of each and every one of the countless daily complaints that have been made to UP
over an extended, including multiple daily conversations between Tex Mex and UP personnel.
Tex Mex estimates that to provide such detailed and exhaustive descriptions -- to the extent that
these innumerable contacts could be reconstructed at all -- literally would require several months’
work of high level Tex Mex personnel, working exclusively on this response to the detriment of
their normal duties. The undue burden this request places on Tex Mex and KCS outweighs any
need for the performance of such a special study, especially in light of the information contained
in responsive documents already provided to the Applicants and the numerous examples of
discriminatory treatment enumerated in Tex Mex/KCS’ filings of March 30, 1998 and July 8,

1998.
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August 18, 1999

Mr. Kenneth Williams
Greater Houston Partnership
1200 Smith, Suite 700
Houston, TX 77002-4309

Re: Houston/Gulf Coast Infrastructure Issues

Dear Mr. Williams:

Thank you for your letter bringing m_ ' . tc date on the progress of your discussions with
Union Pacific Railroad Company (UP) conceming the infrastructure improvements that UP is
making in the Houston/Gulf Coast area. Your letter appends a letter from the Partnership to
UP’s Joe Adams suggesting alternate ways of v-acking UP’s progress.

I appreciate the cooperative spirit with which both the Fartnership and UP are
approaching these matters of mutual concern. You know that [ wholeheartedly support private-
sector problem solving, and it appears to me that your efforts, and those of UP, will benefit the
Houston area in particular and th. shipping public in general.

I am placing your letter and this response in the formal docket in the UP/SP oversight
proc zeding. IfI can be of assistance to you in this or any other matter, please do not hesitate to

contact me.

Sincerely,

r{j n'.z{m)" j : }/ 7)" y(LM‘

Linda J. Morgan




AUG, 2.1999 4:25PM GREATER HOU PARTNER

: ” GREATER HOUSTO.¢ PARTNERSLP
; Chamber of Commerce « Econoraic Development - World Trade

July 30, 1999
Via Facsimile 202-565-9016

The Honorable Linda Mourgan
Chairman

Surface Transportation Board
1925 K Street, NW
Washington, DC 20423

Dear Chairman Morgan:

Oa July 1, 1999, the Union Pacific reported to the Board on the infrastructure
investments it has made in the Houston/Gulf Coast region since its merger with Southemn
Pacific,

As the Board had directed earlier, UP has met with the Greater Houston Partnership’s
Freight Rail Task Force to review its infrastructure investments and has given the Task
Force a tour of the Spring Dispatching Center.

Attached for your information is a copy of a letter from the Partnership to UP suggesting
4 format for UF to use in future quarterly review meetings with the Partnership. This
form starts with the projects identified by UP in its May 1, 1998 infrastructure report and
provides a vehicle to track both physical progress and expenditures on infrastructure
projects.

Sincerely,

Kenneth Williams
Chairman, Freight Rail Task Force

1200 Smith, Suite 700 Houson, Texas 77002-4309 o 713-844-3600 Fax 713-844-0200
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GREATER HOUSTON PARTNERSHIP

Chamber of Commerce - Economic Development - World Trade

George Beatty, Jr.
President

Chamber of Commerce Division

July 29, 1999

Mr. Joe Adams, Jr.

Union Pacific Railroad
§5d 260 Travis, Suite 620

Houston, TX 77002

Dear Joe;

The Partnership’s Rail Freight Task Force, which you so graciously hosted at the Joint Dispatching
Center in June, met again in July to review UP’s infrastrieture report filed with the STB on July 1.

Although the overview was probably adequate for the STB's puryoses, the Task Force members were
concerned that there was very little information included on the funds expended or the percentage '
completion of each of the proiects. They were also concerned that some projects included in the May 1,
1998 infrastructure report to the STB were not discussed in the July 1 update.

The Task Force developed the attached form 1o assist it in tracking the infrastructure improvements UP
is making in the Houston region. As a base, it uses the projects presented by UP in the May 1, 1998
infrastructure report augmented by those additional projects included in the July i report.

The Task Force is scheduled to meet again on September 16 at the GHP offices. We would like to
make this one of the UP quarterly infrastructure briefings for the Partnership and give the Task Force
members an opportunity to discuss with you the current projects and their status and UP’s plans for the
remaining projects.

We would appreciate if you covld have this form completed by Septémbe. 1 so that the Task Force
members may prepare for the meeting by reviewing it in advance. I will ask Dick Schiefelbein to scnd
an electronic version to whomever you identify so that no one on your staff needs to re-create the

spreadsheet,

Thank you for your efforts 10 keep the Paimership informed on UP's infrastructure improvements. You
may contact Ken Williams, Chairman of the Freight Rail Task Force at 713 652-7560 or me at 713 844-
3631 if you have any questions or need more information.

Sincerely,

1200 Smith, Suite 700 « Houstan, Texas, 770024308 = 713-844-30%% - Fax 713-844-0231 * gbestty@houston.org
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Monterrey,N.L., August 6, 1998 .

Hon. Vernon A. Williaras
Secretary

Surface Transportation Board
Room 711

1925 K Street N.W.
Washington, DC 20243-0001

Re.: Finance Docket No. 32760 (Sub-No. 30)

Dear Secretary Williams :

| aiit writing on behalf of Petrotemex, S.A. de C.V. to inform you of our suppoit
for the Consensus Plan filed on July 8, 1998 .

Petrotemex,S.A. de C.V. has 2 plants (DMT and PTA) in Altamira,México ,and
one plant in Cosoleacaque,Ver.,México (PTA only) , employing in the three sites
about 1,100 persons ,transporting approximately 5,500 carloads annually in
México, and 2,000 carloads with containers . We have started movements to
the United States and consider they can reach 60,000 metric tons for the next
year. Most of our destinations in the United States are located in the States
of South and North Carolina, Georgia, and West Virginia .

The service meltdown resulting from the UP/SP merger is unprecedented in all
aspects . Petrotemex,S.A. de C.V. has suffered economic damages,
experienced inconsistent service and unparalle'2d delays in service. The Surface
Transportation Board (‘’Board’’) has rightfully recognized UP’s inability to solve the
problem and the Boaid has been wise to implement their oversight powers to
alleviate the service crisis .

During your oversight process, we strongly recommend that you give your utmost
consideration to the Plan proposed by the Consensus Parties on July 8 . We

A8 14 gy




endorse their Plan to alleviate the service crisis in Houston and the Texas/Gulf Coast
region. The Consensus Plan will improve Rai! Service by :

Expanding rail capacity and investment by all the existing carriers .
Providing neutral and fair dispatch of all rail traffic through Houston .

Ensuring that all shippers in Houston have equal access to all of the carriers
Currently serving the area, and

Protecting the future competitiveness of the Houston Ship Channel by
ensuring that adecuate rail service alternatives exist there in the future .

‘nase principals are central to our concarns and are thoroughly addressed by the
(Consensus Plan . We strongly encourage you to pay utmost attention to
tihe Consensus Plan, the broad-base of parties which support it, and the fair and
competitive proposals which are promoted by it .

Thank you again for your responsive action in initiating this proceeding and we will
watch closely as it unfolds in the weeks ahead .

I, Arnoldo Lozano, state under penalty of perjury that the foregoing is true and
correct. F rther, | confirm that | am qualified to fiie this statement on

behalf of Petrotemex,S.A. de C.V., executed on this 6 of August of 1998 .

Sincerely ,

y
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A TTORNETYS AT L AW

ENTERED A LIMITED LIABILITY PARTNERSNIP I’q‘)qw
Secretary 1300 I STREET, N.W
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AUG 11 1998  wasuineron, D.c. 2000: 3314 90 HE

TELEPHONE: 202-274-2950

FACSIMILE: 202-274-2994 A /?o/./b;l_,

Part of
Public Record william mullins@troutmansanders.com

William A. Mullin: o 2022742953 /fd"/"-b
August 11, 1998 Ly /i‘a‘l"‘/
|G vl- S

) g

VIA HAND DELIVERY

The Honorable Vernon A. Williams
Secretary

Surface Transportation Board

1925 K Street, NW

Room 711

Washington, D.C. 20423

RE: STB Finance Docket No. 32760 (Sub-Nos, 26-32)
Dear Secretary Williams:

Pursuant to Decision No. 6 in the above-referenced docket, The Kansas City Southern Railway
Company (“KCS”) nereby submits its notice of intent to participaie. Please place the following
representatives of KCS on the official service list in this proceeding:

Williain A. Mullins

David C. Reeves

Sandra L. Brown

Ivor Heyman

Samantha J. Friedlander

Troutman Sanders, L.L.P.

1300 I Street, N.W., Suite 500 East
Washington, DC 20005-3314
Phone: (202) 274-2950

Fax: (202) 274-2994

Enclosed with this original are twenty-six additional copies. Please date and time stamp one
copy for return to our office. Also included is a 3.5 inch diskette containing the text of this document.

Sincerely yours,

%illiam A. Mullins

Attorney for The Kansas City
Southern Railway Company
Robert K. Dreiling
Richard A. Allen
Parties of Record







Surface Transportation Board
Washington. B.¢C. 20423-0001 FILE IN DOCKET
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®ffice of ﬁc @hairman

August 7, 1998

iAr. Jim Kollaer

Greater Houston Partnership
1200 Smith, Suite 700
Houston, TX 77002-4309

Dear Mr. Kollaer:

Thank you for your letter expressing your views on the requests that the Board continue
to provide emergency service order relief for the Houston area. On July 31, 1998, the Board
issued a decision providing for continued data filing by the railroads in the West, and for
continued operational monitoring of the Union Pacific Railroad (UP). However, the Board found
that, while serice throughout the West is not at uniformly improved levels, the service
emergency in Houston is over, and that there is thus no legal basis for issuing a further
emergency service order. Accordingly, the Board provided that, after a 45-day “wind-down”
period to ensure a smooth transition, UP would no longer be required to ailow other railroads to
operate over its tracks pursuant to the unprecedented service order that was in effect for the past
9 months.

In its decision, the Board committed to remain vigilant and to address any significant
service issues that may arise. Additionally, the Board noted that its decision here was premised
on the significant imprc vements in service in and around the Houston area, and did not constitute
a prejudgment of the issues in the Houston/Guif Coast Oversight proceeding, in which various
interests have suggested permanent changes to the ownership and operation of the rail facilities
in and around the Houston area. i assure you that the Board will live up to its commitments on
both counts: it will remain involved to ensure that service improvements continue, and it will

review the Houston/Gulf Coast Overgsight issues objectively and fairly.
For your information, I have enclosed a copy of the press release describing the Board’s
decision. I appreciate hearing your views, and [ will have a copy of your letter and my response

placed in the formal docket of the proceeding. If I can be of further assistance to you in this or
any other matter, please do not hesitate to contact me.

Sincerely,

e . Mory e

Linda J. Morgan

Enclosures
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July 28, 1998

The Honorable Vemon Williams VIA FAX
Surface Transpartation Board &

1925 K Street, N.-W, =
Washington, DC 20423-0001

Dear Secretary Williams:

The Greater Houston Partnership expresses its support of the joint petition of The National
Ladustrial Transportation Lzague, Chemical Manufacturers Association and The Society of
the Plastics lndustry, Inc. calling on the STB to continue the effect of the current emergency
service order issued in Service Order No. 1518 as amended, until such time as the STB
decides the issues in the Finance Docket No. 3760 (Sub-No. 26).

In its resoiution to the STB on July 8, the Partnership Board of Directors asked the STB to
allow permanent rights if it is determined that service has improved or can reasonably be
expected to improve as a result of the additional service afforded the Houston-Guif Coast
area. As the STB has yet to rule on this or any other related issue in Docket 32760, the
Partnership suggests that the most prudent course of action wouid be to continue the effect
of the current emergency sexvice order until such time as the issue is fully resolved.

ards, °

Kollaer

Linda Morgan, Chairman, Surface Transportation Board

Gus Owen, Vice Chairman, Surface Transportation Board

Thomas E. Schick, Counsel for Chemical Manufacturers Associaticn

Nicholas J. DiMichael & Frederic L. Wood, Counsel for The National Industria!
Transportation League

Martin W. Bercovici, Counsel for The Society of the Plastics Industry, Inc.
Arvid E. Roach ]I, Covington & Burling

1200 Smith, Sulte 700 « Houston, Texas 77002-4308 « 713-844-3500 = Fax 713-844-0200 + http://www.houston.org
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GREATER HOUSTON PARTNERSHIP
Chamber of Conimerce « Economi: Develepmeni « World Trade

1200 Smith, Sulte 700 + Houston, Texas 770024209
713-844-3600 * Fax 713-844-0200 - ghp@houston.crg

TO Thomas Schick 703,741.6092
Linda Morgan, 202.565.9016
Gus Owen, 202.565.9016
Nicholas DiMichael & Frederic Wood, 202.371.0800
Michael Bercovici, 202.296.7218
Arvid Roach Il

NO. UiF PAGES (including cover page) 2 DATE 7/28/98

FROM _Elizabeth Ann for Mr. Roger H. Hord PHONE _713 84,3655

COMMENTS

For your information.
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WASHINGTON D C
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MAY 15 1998

william mu
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T —— Mav 14, 1998

VIA HAND DELIVERY

Mr. Vernon A. Williams

Case Control Unit

ATTN: STB Finance Docket No. 32760 (Sub-No. 21)
Surface Transportation Board

Suite 700

1925 K Street, N.W.

Washington. D.C. 20006

K

Re:  Finance Docket No. 32760 (Sub-No, )() (New Oversight Proceeding)
Union Pacific Corporation, et al. -- Control & Merger -- Southern Pacific
Rail Corporation, et al. Oversight Proceeding

Dear Secretary Williams:

We received late vesterday, Applicants’ [Union Pacific] First Requests for the Production
of Documents to Kansas City Southern Railway Company and the Texas Mexican Railway
Company (UP/SP-338). Tex Mex and KCS intend to respond to the 25 far-reaching document
requests, many of which are properly the subject of objections, within fifteen days.

On Aprif 22, Tex Mex and KCS filed a joint petition requesting the imposition of a
protective order and discovery guidelines, and the appointment of an administrative law judge
(TM-9/KCS-9)(the “Discovery Petiion™). Tex Mex and KCS believe that the fact the UP served
these extensive discovery requests on Tex Mex and KCS is relevant to the Board’s consideration
of the Discovery Petition. In addition. Tex Mex and KCS are awaiting responses and/or
objections to their second et of discovery which are due today. As a result ef these growing
discovery disputes, Tex Mcx and KCS believe that the parties would benefit from the imposition
of discovery guidelines and the appointment of an ALJ to adjudicate disputes and obicctions in
the first instance.




TROUTMAN SANDERS LLP

ATTORNEYS AT LAW

A LIMITED LIABILIT. PARTNERSH

Secretary Williams
May 14, 1698
Page 2

To date, the pending discovery issues in this matter include at least a motion to compel
UP to respond to certain Tex Mex/KCS discovery requesis (TM-13/KCS-14), additional pending
discovery requasts to UP and BNSF, and now discovery served on Tex Mex and KCS requesting
everything from traffic tapes, revenues and costs to communications with shippers and other
parties to this proceeding concerning other parties’ requests for conditions to be filed with the
Board on June 8. UP may also have served similar discovery on the several other parties
referenced in UP’s discovery served on Tex M« and KCS.

In its opposition to the Discovery Peut on, L'P argues that the requested guidelines and
the appointment of an ALJ “would san:tion and institutionalize the sort of broad-rangir.g and
burdensome discovery that the Board has «..11oht to avoid in carrying out its oversight function.”
UP/SP-337 at 2. UP’s far-ranging document requests to Tex Mex and KCS demonstrate that UP
believes that discovery is necessary for a fair adjudication of the issuves in this oversight
proceeding. Thus, UP’s discovery requests provide additional new evidence supporting the need
for the granting of the Discovery Petition. Far from institutionalizing discovery, the grant of the
Discovery Petition would put in place a structure which has been proven to expedite both
discovery and the attendant resolution ef discovery disputes.

Sincerely yours.

5 \ » "

[\/‘) LLL‘ QA '&\v MMauv ¥ *“7’ /JC i
William A. Mullins ;
Attorney for The Kansas City Southern
Railway Company

ce: Richard A. Allen. Esquire
Arvid E. Roach, Esquire
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COVINGTON & BURLING

1201 PENNSYLVANIA AVENUE, N. W.
P.O. BOX 7566

WASHINGTON, D.C. 20044-7566
J. MICHAEL HEMMER (202) 662 6000 / LECONFIELD HOUSE

DIRECT DIAL NUMBER CURZON STREET
2021 662-5578 LONDON WIY BAS
FACSIMILE (202) 662-€29! ENGLAND
DIRECT FACSIMLE NUMBER TELEPHONE 44 "i-495 5655
202 778-5578 FACSIMILE 44.171-495 310!

mhemmer@cov.com KUNSTLAAN 44 AVENUE DES ARTS
BRUSSELS 1040 BELGIUM
TELEPHONE 37-2 549 5230
FACSIMILE 32-2-502- 1598

——

February 9, 1999 <IN

: RECEIVED
HAND DELIVERY
FEB 5 99

Melvin F. Clemens, Jr., Director N a1
Office E:f the Secretary GENENT

Office of Compliance and Enforcement
Surface Transportation Board FER 10 1999
1925 K Street, N.W.

Mercury Buildinz, Room 780 Nb'ﬁ:“a:::orc
Washington, D.C. 20423-0001

Re:  Finance Docket No. 32760 (Sub-No. 26)

Dear Mr. Clemens:

We are disappointed to report that Texas Mexican Railway Company has
advised Union Pacific that Tex Mex will not relocate its dispatchers to the joint BNSF-UP
dispatching center in Spring, Texas. Tex Mex has inquired about partipating in a Joint
Service Committee, as contemplated by its trackage rights agreements with UP, and UP will
cooperate with Tex Mex in developing such a commiittee.

Sincerely,
Arvid F. Roach 11
J. Michael Hemmer
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Dffice of the Chairman

The Honorable Phil Gramm

United States Sena’ =

370 Russell Senate Office Buildin?
Washington, DC 20510-4302

Att: Mr. John Saverccol
Re: Letter from Mr. Craig Elkins of Port Elevator - Brownsville, L.C.
Dear Senator Gramm:

Thank you for your memorandum asking the Board to look into the concemns raised by
Mr. Craig Elkins, General Manager of Port Elevator - Brownsville, L.C. In his letter to you, Mr.
Elkins complains that the Port of Brownsville has been adversely affected by the merger of the
Union Pacific and Southern Pacific rail systems. Mr. Elkins states that, before the merger, there
was competition for the transportation of agricultural commodities, but that since the merger,
inadequatc competition has reduced traffic and driven rates above those charged for service tc
comparable ports that have the benefit of competition. We kave reviewed Mr. Elkins’ letter, and
have discussed it with officials from Union Pacific Railroad Company (UP) and from the
Burlington Northern and Santa Fe Railway (BNSF).

As you know, rail rates are not filed with the Board, and thus, we can not verify the
2xtent to which rates to the Port of Brownsville are different from rates to other points or ports on
the Gulf Ceoast. What we can say, however, is that any rate differential experienced by the Port
of Brownsville vis a vis other Gulf Coast ports is not a product of inadequate competition
produced by the UP/SP merger. To the contrary, both UP and BNSF have a substantial
competitive presence in the Brownsvilie area, and both provide substantial services for the
Brownsville shipping community, as they do for Corpus Christi, Galvzston, Houston, and New
Orleans.




Mr. Elkins states that rates to Brownsville are disproportionately higher, on the basis of
distance, than rates to other points in Texas, but the law governing economic regulation of
railroads does not require that rates be equalized for competing ports, or that any rate
differentials be pegged to mileage. Rather, the law permits and indeed directs railroads to
consider other economic factors in pricing their services. Brownsville’s rates — which,
accerding to BNSF, have been recently reduced -— presumably reflect the variety of economic
and competitive factors that railroads take into account when they price their services to any
shipper or location. They do not, however, stem from a failure of competition, and,
notwithstanding Mr. Elkins’ suggestion to the contrary, Brownsville continues to be served by
two major railroads, as it was before the merger.

Mr. Elkins also asks you to help him secure a Jones Act exemption so that he can obtain
service from Mexican-flagged ocez. carriers. The Board, of course, does not administer the
Jones Act; any relief in that regard would have to be pursued through the legislative process.

I will have your memorandum, Mr. Elkins’ letter, and my response placed in the formal
docket in the Houston/Gulf Coast oversight proceeding. I appreciate your inte: . st in our
activities, and hope that you will not hesitate to contact me if we can be helpful in the future.

Sincerely,

S G

Linda J. Morgan
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Texas
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My constituent has sei it me the enclosed communication,
and | would appreciute a response which addresses
his/her concems.

Please send your response, together with the
constituent’s correspondence, to me at ihe following

address:

Office of Senator Phil Gramm
370 Russell Senate Office Bullding
Washington, D.C. 20510-4302
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Pont Llevatoi - Browngville, L.C.

Honorable Phil Gramm
United States Senate
370 Russe!l Senate Office Building

Wnlainston DC 20510

November 23, 1998

Dear Senator Gramm:

As a me¢ ~ber of the Senate Committee on Agriculture itrition and Forestry, I do not have
to tell you that the merger of the Union Pacific (UP) and Soutni.a Padific (SP) raiiroads has not
brought forth the multitude of beaefits we were lead to believe it would. In fact, froma
transportation of Agricultural commodities standpoint, we in Texas are worse off.

Pre-merger there were more than 200 railcars of grain coming into the Port of Brownsville
for unloading each month. In the two (2) years since the merger, there have been less than 500 total
railcars of grain unloaded and one of the grain companies using the Port's facilities has filed for
bankruptcy. Our problem is simple; grain companies cannot use the Port's facilities because of the
discriminatory hist ~ 3t of rail transportation caused by a post-merger lack of competition in the

transportatior. o .+ ricultural commaodities.

Prior to the merger, my facility, along with the rest of the businesses located at the Port, was
a2 1o 1 receiving/shipping point. With the completion of the Channel Deepening Project and the
construction of the SP's Palo Alto rail yard, the Port had both deep water and a direct connection o
not only the UP’s main line but the SP's main line as well. Our plana to increase both loading and
unloading capabilities have since been scrapped because post-merger, the UP refuses to use or allow
the use of the new Palo Alto rail yard.

The Port of Brownsvill ¢ is the only Port on the entire Gulf Coast with an export terminal

clevator that does not have competitively priced rail ﬁ'eiglat rates. The “published” rates
dnrged on sninnmloldul at the Parts of Houston and Galveston are $100 per railcar less than those
rates for unloading at the Port of Corpus Christi. The mileage differential between Brownsville and
Corpus Christi is the same as between Corpus Christi and Galveston. Therefore the ratea for
unloulinsatthe Port of Brownsville should be $100 per ruilcar higher than those for unloading at the
Part of Corpus Christi, yet they are almost $600 per railcar Hsller. When asked “why? the UP
replics *marketing’ and the ANSF replics that they *plan on publishing rates® but do not say by when.

The post-merger » ality is that the Port, llong with my company, has becomea 1 to 1
recciving/ shipping point and [ am no longer shle ia receive grain by rail from the M‘dwest (Kansas,
Nebraska, lowa) into the Port of Rrownsville.

9155 R.L. OSTOS ROAD, BROWNSVILLE, TEXAS 78521 (956) 831-8245 FAX (956 831-3181




Our attempts, dhﬁmﬂp&wrﬁmpmmu&e&nﬁmemm
hearings by Mr. Larry Cantn, CEO, BRGRdrud.tnhprmmdhnﬁmhnbeﬂﬂwnrhdby
the UP’s strategy of delay, delay, and then stall some more. Our only alternative to rail is to load
gnhmom'oh;vsdlwhr‘uoutoﬁhc&mhnge-Nthlm(Nou)m for
shipment into the Port of Browasville.

h-ympbwmm'dﬁ*ltlhnbmddheud?h&the
are NO bulk carriers servicing the Gulf of Mexico that meet the requirements of the Jones Act. The
oﬂyvmdolwddhdopnﬁghﬁc@fdntmplym&ejmm“dﬁcmpny
ondﬂudvudlpoﬁhghm-mpymwmwmm&owpm

Unfortunately, my company is not larjje enough to own or leace such a vessel and barge movements
mmtpncﬂaldutohughmdbupﬁ-qm&thdmmthemhintyovcmwbou

availability which in turn affects the transit time. Barge movements out of NOLA can take anywhere
from 10 to 38 days as compared to 2 or 3 days for an ocean going vessel.

There are many Mexican flagged bulk carriers that would be happy to load in NOLA and
unload at Brownsville if they could obtain an exemptiin ur waiver to the Jones Act. Is there
anything in the NAFTA agreement that would permit such an exemption or waiver?

In order for my business to survive the merger and continue providing jobs and contributing
to the Rio Grande Valley community I need your help to either:

. force the UP and BNSF to improve the rail situation at the Port o) Rrownsville and/or

¢ grant an exemption or waiver to the Jones Act to Mexican flagged ocea: going vessels
so they aan openate in the Gulf of Mexico and/or

. both.

llookﬁwwdtnln-rhsﬁ-omyou, Smlm&lnnmdmyuﬂhnccwﬂhsrﬂﬂy
appreciated.
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My constituent has sent me the enclosed communication,
and | would appreciate a response which addresses

his/her concems.

Please send your response, together with the
constituent's correspondence, to me at the following
address:

Office of Sena'or Phil Grarnm
370 Russell Senate Office Bullding
Washington, D.C. 20510-4302
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1000 Sta. Dr., #3503
TX 77090
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October 19, 1998

Honorable Phil Gramm
United States Senate
Washington, D. C. 20510

Dear Senator Gramm:

| am writing to inform you of my full support for Tiie Texas Mexican Railway
Company (Tex Mex), my employer and the Kansas City Souihcrn Railway Company
(KCS), Consensus Plan filed on July 8, 1998.

| am a dues paying member in good standing of UTU Local 110 with 114 active
members of which 38 members are in engine service and the remainder in train service.

| am Jeeply conceraed about other UTU locals which represent the Union Pacific

Railroad and the position they have taken opposing the Tex Mex/KCS Consensus Plan
and supporting limited competition. | strongly urge you to consider the Consensus Plan
as filed with the Surface Transportation Board and recommend that you give your utmost
consideration and support to the Plan proposed by the Corsensus Parties on July 8,
1998.

As an active railroad employee concerned for my future and the customers |
service, | personally endorse th= Tex Mex/KCS Consensus Plan and as a professional
railroad employee | believe that this plan will alleviate the service crisis in Houston and
the Texas Gulf Coast Region which will ulimately benefit all railroads in Texas.

Yours very truly,

S Htrecse—"




TEg R ——— o N

STB FD 32760 (Sub 26)  1-12-99 J  MOCS




Surface Transportation Board
Washington, B.¢C. 206423-0001
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January 12, 1999

The Honorable Phil Gramm
United States Senate

370 Russell Senate Office Building
Washington, DC 20510-4302

Att: Mr. John Savercool
Re: Letter from Mr. L. E. Arenson
Dear Senator Gramm:

Thank you for your memorandum asking the Board to look into the concerns raised by
Mr. L. E. Arenson. In his letter to you, Mr. Arenson, who is a member of the United
Transportation Union, indicates that, contrary to the position taken by his union leadership, he
favors the so-called Consensus Plan that was advanced in the Houston/Gulf Coast Oversight
proceeding. The Consensus Plan would essentially take the property of the Union Pacific
Railroad (UP) and share it with UP’s competitors. Mr. Arenson’s position is that the Consensus
Plan would improve rail service in Texas.

In its decision issued on December 21, 1998, the Board discussed the Consensus Plan in
substantial detail. It found that the service problems that had been experienced in the western
United States for several months were caused by a varie:y of factors, but that the implementation
of the Union Pacific/Southern Pacific (UP/SP) merger, once it finally took place, actually solved
rather than prolonged the service cisis. The Board also addressed opcn access, which is what
the Consensus Plan ultimately sought. The Board found that open access might be good for
some shippers (such as, possibly, chemicals and plastics shippers with their lucrative, high-
volume traffic); that it might not be good for other shippers (such as, possibly, rural shippers
with less volume and less lucrative traffic); but that, in any event, it was not provided for in the
Board’s governing statute, and thus, the Board could not order it in this case. Finally, the Board
addressed the argument that open access would encourage infrastructure investment and
nmproved service, finding that the argument had not been adequately supported in this case, and
that, in any event, the “more-competitors-enhance-infrastructure” argument is more appropriately
made to Congress in an open access debate than in this proceeding.




For your information, I am enclosing a copy of the Board's decision in the Houston/Gulf
Coast Oversight proceeding. I will have your memorandum, Mr. Arenson’s letter, and my
response placed in the formal docket in the proceeding. I appreciate your interest in our
activities, and hope that you will not hesitate to contact me if we can be helpful in the future.

Sincerely,

et e

Linda J. Morgan

Enclosure
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Surface Transportation Boary
Washington, B.C. 20423-0001

January 12, 1999

Office of Compliance and Enforcemeni

Steve Barkley

Regional Vice President - Southern Region
Union Pacific Railroad Company

24125 Aldine Westfield Road

Spring, Texas 77373

Re: Houston & Gulf Coast ,* - ilroad
Dear Mr. Barkley:

This responds to your letter of January 6, 1999, regarding your meetings with the

Houston & Gulf Coast Railroad (HGC).
I appreciate your making the Board aware ¢f UP’s meetings with HGC and your efforts

to respond to the Board’s suggestions regarding improving capacity at Houston. [ will appreciate

being kept informed on these issues as is appropriate. Please let me know if I can be of

assis.ance.

Sincerely,

Melvin F. Clemens, Jf.
Director
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January 6, 1999

Mr. Kenneth Cotton

Chief Operating Offi~er
Houston & Gulf Coast Railrnad
3203 Areba Stree.

Houston, TX 770v1%

Dear Mr. Cotton:

This letter is a follow-up and summary of our meeting on December 18, 1998 at the
Union Pacific Regional Office Building in Spring, Texas.

A) Qur discussion began with a review of your current capabilities.
1) Houston & Gulf Coast Railroad (HGC) is the operator of a 13-mile short-line

between Wharton and Cane Jct. Railroad headquarters is Wharton, Texas
and corporate office is in Houston:

HGC interchanges traffic with the BNSF at Cane Jct.'

HGC has provided service in the past to Coastal Warehouse, NG Fertilizer,
and Maxmum AG Farms.

Currently HGC is not providing rail service on the 13-mile short-line. HGC
currently does not have any locomotives under lease nor any employees to
operate the railroad.

5) Mechanized maintenance and construction on the railroad is performed by
third-party contractors

Our second point of discussion was your outline of requests made by the HGC to
the Surface Transportation Board during oral testimony on December 15th.

’ HGC connects to the out-of-service UP (SP) Wharton Branch at Wharton. There
1s no current interchange there or elsewhere with UP.




Mr. Kenneth Cotton
Janu-ry 6, 1999
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1)

2)
3)

4)

Trackage rights over UP from Wharton to Rosenberg to Houston (Settegast
and Englewood).

Interchange rights to UP and BNSF at Rosenberg.
Trackage rights Bay City to Algoa over UP’s Angleton Subdivision.

Require UP to sell the former GH&H Railroad from Congress Yard to
Galveston to Kenneth Cotton and the HGC.

The third phase of our discussion centered around your proposal for other options
and opportunities UP (and BNSF) have to work with HGC to provide rail services
to custcmers.

1)

HGC proposes to purchase the segment of the UP Wharton Branch betwe:en
Wharton and Rosenberg with rights to interchange with UP and BNSF- at
Rosenberg. Following the joint inspection trip scheduled for Friday, January
8, 1999, HGC will provide written offer to UP.

HGC also proposed, if tha sale of this segment of the Whartoir Branch
between Wharton and Rosenberg was consummated with the Texas
Mexican Railway, which is currently negotiating with Union Pacific, that sale
contract will include overhead trackage rights for HGC between Wharton and
Rosenberg, with interchange rights to UP and BNEI™ at Rosenberg.

HGC also requests from BNSF access to the New Gulf Facility (an old suliur
mill) near Cane Jct., which contains a railyard with 11 tracks and capacity for
approximately 350 cars.

In order to resume operations, HGC will lease locomotives from Helm
Leasing and hire approximately 7-10 people.

HGC believes there is opportunity to unload aggregates along the line
between Wharton and Cane Jct., and also ship cotton and grain south. HGC
would expect fair and equitable rate divisions on all origin and destination
traffic.

HGC also proposes to utilicze the New Gulf Facility Railyard as a
multipurpose storage ‘acility. These uses could be empty equipment, SIT
plastic, company material cars. The charges for use of this facility by a
Class | carrier would be:

Inbound switch charge




Mr. Kenneth Cotton
January 6, 1999
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10)

. Daily storage fee with minimums
o 5-10 year contract term
. Automatic 3-year renewals if HGC performs against contract terms

HGC requests trackage rights over BNSF between Cane Jct. and Bay City
in order to interchange with the UP at Bay City.

HGC would also g npose to switch major chemical plants at E~, ity for both
BNSF and UP.

HGC proposes to provide overhead bridge operations for UP and BNSF,
handling trains between Rosenberg and Bay City if the above zonditions are
met.

HGC would propose to purchase the former GH&H for between $5-37
million.

Follow-up Activities:

1)

2)

3)

By Kenneth Cclio « HGC

Provide written offer to purchase the segment of the Wharton Branch
between Wharton and Rosenberg.

HGC to seek written commitmerit for access to the New Gulf Railyard Facility
near Cane Jct. from BNSF.

HGC to obtain written commitment from He'm Leasing for securing
omotive power to resume operations.

HGC provide, in writing, the proposed charges for utilizing the New Guilf
Railyard Facility as a multipurpose storage location for rail equipment. This
would include:

Inbound switch charge

Daily storage fee

Minimum daily sterage count

Contract term lengths

Automatic renewal clause specifications

Capabilities for ope ating parameters and service guarantees by HGC

HGC to seek agreement with BNSF for trackixge rights between Cane Jct.
and Bay City with interchange rights to UP at Bay City.




Mr. Kenneth Cotton
January 6, 1999
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HGC will provide written proposal to UP and BNSF if HGC desires to provide
third-party switching to any plants served by UP or BNSF at Bay City.

HGC will submit written proposal to UP and BNSF for providing overhead
bridge operations for freight moving between Rosenberg and Bay City.

Currently UP does not have any interest in selling the former GH&H Raiiroad
between Congress Yard and Galveston. It will not be necessary to provide
a written proposal to purchase this line from Union Pacific.

By Steve Barkley & Union Pacific

Arrange for joint inspection of Wharton Branch between Wharton and
Rosenberg with track and bridge maintenance personnei from 'JP and
Kenneth Cotton of HGC.

s Scheduled: Friday, January 8, 1999

Provide HGC with track profile of Wharton Line HGC pruposes to purchase.
# To be provided during inspection January 8, 1999

Provide to HGC the maximum curvature in UP standards for movement of a
SD-40 locomotive through an interchange connection.

. To be provided January 8, 1999

Arrange for joint meeting between appropriate senior managers from HGC,
BNSF and UP to discuss these proposals outlined in this letter.

. Meeting arranged for 11:30 AM on January 27, 1999 in the UP
Regional Office Building in Spring, Texas. Those attending are:

Steve Barkley - RVP Operations - |JP
Dave Dealy - VPO South - BNSF
Kenneth Cotton - COO - HGC




Mr. Kenneth Cotton
January 6, 1999
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We have serious questions about whether several of these proposals are
realistic but we will continue to explore them with you.

Very truly ycurs

Y7

Steve Barkley

Dave Dealy
Euck Hord - VP BNSF
Fran Molla - AVP U
Melvin F. Clemens,
Surface Transportation Board
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Surface Transportation Board
Washington, D.C. 20423-0001

(Office of the Chairman

January 4, 1999

Mr. Dean Kleckner

President

American Farm Bureau Federaiion
600 ivaryland Avenue S.W., Suite 800
Washingion, DC 20024

Re: Houston/Gulf Coast Oral Argument
Dear Mr. Kleckner:

This responds to your letter dated December 17, 1998, expressing disappointment that the
Board did not allow your organization, or other non: parties, to participate in the oral argument
held in the Houston/Gulf Coast Oversight proceeding on December 15. 1998. In your letter, you
state that, had you been allowed to participate, you would have testified in support of the so-
called Consensus Plan.

As the Board pointed out in its order issued on December 7, 1998, the record in the
proceeding nad been ciosed for several weeks. The parties presenting the Consensus Plan sought
oral argument not so that they could introduce new testimony supporting their position, but so
that they could discuss with Board members the evidence they had filed and the legal issues they
had raised. At the oral argument, they did indeed address the issues that they raised, and that you
also raised in your Decerber 17 letter: they discussed the service problems that affected western
rail service for several months; they suggested that opening up access to new competitors would
encourage investment in infrastructure; and they argued that providing for more competitors
would improve service.

In its decision issued on December 21, 1998, the Board addressed all of these issues in
substantial detail. It found that the service problems were caused by a variety of factors, but that
the implementation of the Union Pacific/Southern Pacific (UP/SP) merger, once it finally took
place, actually solved rather than prolonged the service crisis. The Board also addressed open
access. which is what the Consensus Plan ultimately sought. The Board found that open access
might be good for some shippers (such as, possibly, chemicals and plastics shippers with their
lucrative, high-volume traffic); that it might not be good for other shippers (such as, possibly,
rural shippers with less volume and less lucrative traffic); but ihat, in any event, it was not
provided for in the Board’s governing statute, and thus, the Board could not order it in this case.




Finally, the Board addressed the argument that open access would encourage infrastructure
investment and improved service, finding that the argument had not been adequately supported in
this case, and that, in any event, the “more-competitors-enhance-infrastructure” argument is more
appropriately made to Congress in an open access debate than in this proceeding.

For your information, I am enclosing a copy of the Board’s decision in the Houston/Guif
Coast Oversight proceeding. I will have your letter and my response piaced in the formal docket
in the proceeding. I appreciate your interest in our activities, and hope that you will not hesitate
to contact me if we can be helpful in the future.

Sincerely,

Linda J. Morgan

Enclosure
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December 17, 1998

The Honorable Linda Mcrgan, Chairman
Surface Transportation Board

1925 K Street, NW

Room 715

Washington, D.C. 20423-0001

Dear Chairmzn Morgan:

I w=s disappointed to learn of your decision to deny the American Farm Burcau Federation an
opportunity to express its views regarding the Consensus Plan for restruccuring of rail
competition in the Houston area. As you may know, Farm Bureau rep:esents farm producers
who grow virtually every commodity produced commercially in the Urnited States. The
efficiency, or lack of it, of our rail transportation system profoundly 2ffects farm producers.
Many producers rely solely on railroads to move their products for final dom..» ‘c sale or export.

Congestion in and around Houston, or any major railroad hub city, has a negative effect on farm
producers because it increases their costs and makes them unreliable suppliers to their customers.
Transportation costs are not passed along to consumers; farmers pay transportation costs for their
products in reduced per-bushel and per-pound prices for their products.

Had we been afforded an opportunity to testify, Farm Bureau would have supported a measure
that would have the effect of offering shippers additional options for mving cargo when one
carrier (in the case of Houston, the Union Pucific/Southern Pacific Railroad) fails to move that
cargo in a timely, efficient, and affordable fashion. This would include allowing competing
railroads to build parallel lines anywhere they can be built in an cconomically viable fashion.
This would also include * :-creation of a neutral switching authority, including the assets of the
Port Terminal Rail Association, to ensure that all cargo is treated equitably and efficiently.

AFBF opposed the Union Pacific/Southern Pacific merger because we feared that massive
numbers of farmers would become captive shippers and suffer poor servics and rising service
orices as a result. The service problems experienced in the Houston area during the last year
bears out that fear. In the decision allowing the merger, STB retained authority to ensure th it
shippers would retain competitive shipping options. That cannot happen unless the Board acts to
adopt at least some of the features of the Consensus plan.
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The unfortunate result of the Union Pacific/Southern Pacific merger has been to render
agricultural shippers in the West captive to either the UP/SP or the Burlington Nortliern/Santa
Fe. The Board has so far failed to understand that access to a single rail shipper does not
constitute a competitive rail transportation market. The Board can iake a step toward creating a
competitive market in rail transportation by giving favorable consideration to the Consensus
Plan.

ZCi/nc\ercly,
Dean Kleckner
President




