STB FD3=5%8 1:420—98 A ID-186754 5 0P 6
. 22 ¥ Z




dissolved by UP and BNSF. At the time it was dissolved, the HBT had served Houston well as
the neutral switching carrier for nearly a century winning many safety awards. HBT began
operations in 1908 in Houston. During its long history, it conducted efficient, impartial
switching operations in the Houston terminal. It coordinated its service with tke iarge number of

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

or eight carriers that connected with and were served by the switching functions of HBT. Most

of those carriers have since been merged into the present UP, leading to UP’s ownership of
virtually all of the main rail lines in and out of Houston, as well as UP’s ownership of the half of
HBT’s stock not held by BNSF.

Tex Mex/KCS propose that the PTRA would be the re-creation of a neutral switching
carrier in Houston under the general mold of the HBT. As a neutral switching carrier, HBT
operated the two principal “belt” routes through the City of Houston, along with the many yards
adjacent to those belt lines. On the west side of town, HBT operated the West Belt, from Double
Track Junction on the south to Belt Junction on the north. Located along this line segment are
Old South Yard, Congress Yard, the Milby Street Roundhouse, Quitman Yard and Collingworth
Yard. HBT also switched shippers north of Belt Junction to approximately Milepost 227 and
south of Double Track Junction to T&NO Junction. This Jatter area included New South Yard,
which also was operated by HBT.

HBT also performed switching for shippers using the yards and tracks of the East Belt.
Those yards included East Belt Yard, Dallerup Yard, Basin Yard, Glass Track and Pierce Yard.
Booth Yard also was operated by HBT as a switching facility. At one time, HBT also operated
Settegast Yard, which was taken over from HBT by UP in the early 1990’s. HBT switched as

many as 200 shippers along the Belt.




2.1.8 PTRA'’s neutral switching would cover largely the former HBT

PTRA'’s neutral switching would cover largely the same territory formerly served by the
HBT. Designating the PTRA as the ncutral switching carrier would simply expand the PTRA'’s
current switching operations. Specifically, the PTRA charter and operating agreement would be
expanded to cover the territory formerly switched by HBT as well as include Tex Mex as a
permanent member of PTRA. PTRA would use Congress, Quitman and Collingworth Yards for
necessary yard and switching operations on the West Belt. (Both Collingworth and Congress
Yards could be upgraded to accommodate additional traffic if that was needed.) On the East

Belt, PTRA would use Pierce, Dallerup and Basin Yards to serve East Belt shippers. A third

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

manned by three shifts of three-person crews, or a total of 27 train crew members. Each zone
also would require a relief crew. In addition to train crews, [ would estimate that approximately
10 signal maintenance personnel and approximately 24 maintenance of way personnel.

Each participating carrier would individually agree with PTR.1 on interchange
procedures, and a standard set of switching fees would be established. Fees would be set at a
level sufficient to cover PTRA’s operating costs and to supply sufficient reserves to maintain and
improve the Houston infrastructure.

Expanding PTRA's operations to a size sufficient to serve the Houston Terminal area
would not be as difficult as BNSF and UP have publicly stated. PTRA has previously leased
locomotives, and could do so again. Employees would be available from among former HBT
employees and those performing switching services for BNSF and UP at present. PTRA has a
capable upper level management team which has the ability to manage an expanded operation if

augmented with additional personnel. PTRA’s management is experienced in Houston




operational issues from PTRA's current involvement in Houston, particularly in safe operating
management practices.

The reinstatement of an impartial and neutral operation of the Houston terminal will
fulfill UP’s geal of coordinating all train operations. As demonstrated by HBT's successful
operation of the Houston terminal for almost 90 years, a neutral operator will improve the overall
efficiency of the Houston terminal operations and facilities by:

improving coordination of all train operations:

improving the communication among railroads serving the Houston area;
improving the efficiency of the yards serving the area; and

expediting the Gulf Coast train operations.

2.1.9 Safety Will Be Enhanced With PTRA As The Neutral Switcher

An added advantage of having PTRA as the neutral switching car-ier is that these
operations would be piaced in the hands of one of the safest operators in the rail industry. PTRA
is experienced in Houston switching operations due to its current operations in part of Houston.
PTRA also has an outstanding safety record, with an industry-leading accident ratio of 0.93.}
PTRA also has substantial experience handling the sometimes high risk <nemicals manufactured
and shipped in Houston.

PTRA eamed 12 Harriman awards since 1983 at the bronze, silver and gold levels. This
performance level contrasts with U'P which has had 11 fa . ties in 1997; almost three times the

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

Association of American Railroads (AAR), UP had the highest number of casualties (fatalities

injuries and illnesses) among the major railroads. And UP had the highest frequency rate of

transportation casualties among the major railroads.

This 1s computed as reportable accidents and injuries per 200,000 manhours




The Tex Mex/KCS plan remedies the safety issue by replacing a congestion-bound

monolith with a proven, safe switching carrier. Safety data shows clearly that PTRA is a very

safe operation.

Admittedly, terminal railroads sometimes have higher accident frequencies than line haul

railroads. However, PTRA has had an excellent safety record over the years and has had a
cteadily declining accident frequency rate since 1991. As of 1997 the PTRA accident frequency
rate was 0.93. By contrast, the average for terminal railroads was 4.56; the average for major
line haul railroads was 2.17* and UP’s 1997 accident frequency rate was 2.27. Thus, in
recommending that PTRA replace terminal switching services of UP, Tex Mex/KCS is
recommending a proven switching carrier with a superior and improving safety record to replace
a below average linehaul carrier which has a deteriorating safety record.

In addition, UP has been the subject of two FRA safety inspection blitzes and an
extended NTSB hearing on its operating practices. It is my understanding the FRA
investigations have concluded that a major part of the fault in many of the incidents occurring on
UP has been mismanagement, as opposed to simple accidents. Unquestionably, PTR* is the
safer operator as compared to UP. Therefore, placing Houston terminal switching operations in
PTRA'’s hands would increase safety for all concerned.

2.2  PTRAIs Also The Obvious Solution For Neutral Dispatching

Truly neutral dispatching will also improve the efficiency of terminal operations. As
shown in the verified statement of Patrick L. Watts, Tex Mex has suffered dispatching
discrimination at UP’s hands many times in Houston. Like neutral switching, neutral

dispatching will eliminate preferential treatment as a consideration in dispatching priorities, and

y Line Haul Railroads with 15 million or more man-hours annually ( NSC, BNSF, CSX,
UP/SP, CR, Amtrak).




will allow the overall operational efficiency of the terminal to supersede linehaul carrier priorities
in dispatching. The neutral dispatching protocols proposed by Tex Mex/KCS would help assure
impartial dispatching. To establish a neutral dispatching operation, PTRA would need to hire 6
regular dispatchers, plus perhaps 3 or 4 relief dispatchers.

Far from interfering with UP’s operations, neutral dispatching will expedite movement of
trains through Houston, benefiting UP and other carriers as well. Conceptually, neutral
dispatching is somewhat akin to the joint dispatching that UP and BNSF now tout as neutral

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

operating through Houston, not just as between UP and BNSF with their joint dispatching center.

Ending favored treatment of UP trains would eventually improve, not hinder, UP’s operations.
Under a neutral dispatcher, although each individual train of UP would not be given priority
before all competing lines’ trains, as UP did for many months in Houston, the increase in
terminal operating efficiency that neutral switching and neutral dispatching would cause would,
as a whole, benefit UP’s operations. UP’s Houston congestion problems had a ripple effect
throughout many other parts of the UP system, are generally conceded to be the source of many
of UP’s service problems, and continue to the present day. Re-creating a neutral dispatching of
Houston by the PTRA to operate the Houston terminal more efficiently wouid benefit, not harm,
UP.

Neutral dispatching, however, is not a complete remedy in Houston since dispatchers do
not decide which cars to pull and to switch, but only which presently active trains to permit on
which tracks. Accordingly, neutral switching and neutral dispatching together are needed.

Quite simply, UP’s handling of the Houston Terminal has been deplorable to this point.

Substituting PTRA as the neutral switcher and dispatcher for Houston will increase operating




efficiency by eliminating patronage as a consideration in switching and dispatching. Moreover,

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

efficiency in the Houston terminal would improve significantly if PTRA were the dispatcher and
not UP.

3 ALLOWING TEX MEX TO OPERATE BOOTH YARD WILL BENEFIT ALL
CONCERNED

Booth Ya:u 1s a key pivot point in the Tex Mex/KCS proposal. The yard is essential to
Tex Mex but is underutilized by UP. Its current condition clearly shows that the yard does not
figure in UP’s plans. While 17 tracks connect at the north end of the yard, as shown on the
Booth Yard map on the next page, far fewer tracks now connect at the scuth end. Tex Mex will

restore all 17 to full service.
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On February 20, 1998, a joint letter was sent from KCS Chief Executive Officer, Mike
Haverty and Tex Mex Chief Executive Officer Larry Fields to UP Chief Executive Officer Dick
Davidson outlining the reasons why Tex Mex needed a yard facility in Houston. The basis for
needing a switch yard as part of their operations within Houston is described as follows.

“Houston Switching Yard—- Tex Mex cannot effectively compete with UP and

BNSF in Houston without its own switching facility. Tex Mex must backhaul
many cars which increases costs, adversely effects service, and puts additional
train movements across an already congested rail network in Houston. Both UP
and BNSF have been reluctant to grant Tex Mex yard facilities in Houston. Thus,
we have sought to buy or lease your Booth Yard from you. UP removed part of
the yard so it is obviously not essential to UP for its operations but it gives Tex
Mex an essential facility for it to be competitive.”

On February 27, 1998, UP CEO Davidson responded to the KCS and Tex Mex proposal

for acquiring Booth Yard through purchase or lease. The UP response was as follows.

“Booth Yard
As you know, we are using every available track in the Houston area. Booth Yard

provides us with badly-needed SIT and overflow capacity.... In addition, your plan to use Booth
Yard as a switching facility in Houston would be disruptive.”

3.1 Tex Mex/KCS Will Utilize Booth Yard More Efficiently Than UP Has

Booth Yard is now used at less than 50% of its capacity. UP uses the yard as an overflow
storage facility. By contrast, Tex Mex will use the yard for local switching and thereby improve
service, diminish congestion and eliminate an inefficient 160-mile round-trip haul to and from

Beaumont, Texas. And, as further discussed in the Operating Plan, Tex Mex will immediately

expand the utilization of its existing trains and add new runs to move cars out of Houston. The

benefits will begin immediately after that the plan to operate Booth Yard is approved.




Current track condition (as opposed to the track configuration) in Booth Yard is generally
adequate for Tex Mex’s planned use of the yard. Booth Yard now has continuous welded rail
(112 to 115 LB) laid in 1993-1994. Relatively minor track alignment corrections and tie
replacement will be initiated immediately upon approval of Tex Mex use of the yard. I estimate
that the cost of alignment, tie renewal and restoring the missing switches at the south end of the
yard is about $150,000.

UP has made assertions about its need for Booth Yard, as a car storage facility. The
Houston Terminal yard configuration, if properly managed, is more than sufficient to the needs
of the area. However it is essential to transfer Booth Yard to Tex Mex, which will immediately
be able to move up to 350 cars per day into and out of Houston using a yard that UP now is using
primarily for car storage.

Houston has many, many yards. Booth Yard is a relatively minor part of the overall yard
capacity available in Houston. UP, of course, controls virtually all of the yard capacity in
Houston. All that Tex Mex is asking for is to be permitted to buy Booth Yard. With that, Tex
Mex can help break the stranglehold that congestion now has on Houston.

A count of cars utilizing Booth Yard was taken daily, Monday through Friday, from
February 16, 1998 through March 11, 1998. [hose car counts are reflected in the table on the
next page. It was also observed that many blocks of cars remained in the yard for as long as six

days without being moved. Table 1 on the next page shows the minimum, maximum, and

average number of cars on hand daily in Booth Yard between February 16 and March 11. The

graphs below the table dramatically illustrates that usage of Booth Yard is well below the yard’s

capacity.




Figure 1: Utilization of Booth Yard by UP

Category
No. Of Cars:

Capacity
Minimum
Maximum
Average

Pct. O1 Utilization
Minimum
Maximum

Average

TABLE 1

UTILIZATION OF BOOTH YARD

Week of
Mar.2-6

Average No. of Carp In

Percent of Capacity Used

Feb. 16 - Feb. 23 - Mar.2- Mar.9 -
20 27 6 11

e Capacity Maximum
Average === Minimum




3.2 UP Treats Booth Yard As A Low Priority Storage Facility

In the progress report on UP’s recovery plan, dated December 1, 1997, UP outlined
capi-al expenditures for specific yards in Houston. Booth Yard is notable by its absence from
those investment plans.

The apparent reason that Booth Yard is not scheduled for any capital expenditures is that
it 1s not a pnimary activity facility of UP and will only be used for Storage in Transit (SIT) and
the temporary holding of cars going to or from Settegast or Englewood. Again, there seems to be
only two possible reasons for UP’s intransigence on Booth Yard:

e UP needs this yard to temporarily store cars due to the congestion UP has created in
Houston, or

UP wants to prevent Tex Mex from having an operating yard in what UP regards as UP
territory.

[f the only justification UP has for this additional storage infrastructure is to have more
space to store cars. cars needing storage because of UP congestion, allowing Tex Mex to use the
vard to help clear Houston congestion seems an obvious choice.

3.3 Service Will Be Improved With Tex Mex Operating Booth Yard

[f the current UP and former SP yards are expanded as UP has projected, those yards will

have more than ample facilities and capacity in Houston.” UP’s use of Booth Yard has seldom

exceeded half of the capacity of Booth Yard and the use has been for car storage, a low priority
use in a busy terminal area. Expanding facilities to accommodate increased traffic levels will not

be a problem for UP, or any other railroad serving Houston, if shippers have a choice of railroads

In its March 23, 1998, letter to the Board transmitting its weekly service report on the
western rail service crisis, UP stated, “Both [Englewood and Settegast] yards are regularly able
to accept and depart trains, and both are looking for more cars to switch.” Clearly UP now
believes that it has surplus yard space in Houston.




to provide their service. The actual use of Booth Yard, by UP makes clear that Booth Yard is an
overflow storage facility to UP and not an intermediate handling yard used in the normal
movement of cars between shippers and classification yards.

In contrast to its underutilization by UP, acquisition of Booth Yard by Tex Mex will
mitigate the congestion in Houston. Tex Mex will integrate Booth Yard into the overall plan of
Tex Mex. This remedial action plan for Booth Yard is a key part of the Tex Mex solution to the
disastrous situation that exists in Houston today.

At the March 13, 1998 Nationai Industrnal Transportation League (“NITL") meeting in
Arlington, VA, Mr. Krebs, Chief Executive Officer of BNSF, endorsed Tex Mex having a yard
in Houston. BNSF has endorsed this proposal on other occasions also. This repeated BNSF
endorsement of the concept is further evidence that the Tex Mex/KCS plan is based on sound

railroading.

WHY THE TEX MEX/KCS PLAN MUST BE GRANTED
The Tex Mex/KCS plan must be granted because experience with UP’s service post-
1erger has shown that UP cannot properly manage the facilities available to move rail freight.
Other carriers, including UP’s predecessor SP, were able to handle Houston’s freight under

similar circumstances, but UP has shown inept management of available facilities, including

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

violations indicative of inadequate management control. Together, these facts show that the
problem is not a lack of adequate infrastructure so much as it is mismanagement of the existing
infrastructure. The Tex Mex/KCS solution meets both needs, adding infrastructure but, more
importantly, reforming the management of Houston operations by reinstating the time-tested

neutral switching and dispatching system modeled on the HBT.
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4.1 Infrastructure and Management Issues

Restoring neutral dispatch brings back a proven infrastructure, which worked well for
decades. The addition of the additional infrastructure called for in the Tex Mex/KCS plan will
restore fluidity and balance ‘o rail transportation in Houston and the surrounding areas.

UP has mismanaged its dispatching responsibilities. UP dispatching has proven
disastrous to Tex Mex in terms of service. Traversing Houston formerly was routinely
accomplished in 2 to 4 hours. Now it often requires 12 to 18 hours and two crews. This is due to
poor communication among the three levels of dispatch:

e Harmman Center dispatch

e Spring dispatch

e Yardmaster control

Tex Mex has seen situatiors in which the path through the yard was known to the train
crew but apparently unknown to the yardmaster. The three dispatch interfaces are barriers to
movement and a potential threat to safety.

We have seen muitiple Operating Plan changes by UP without improvement. We have
seen rejection of proven operating plan concepts which were well understood and time tested in
the Houston operating situation. We have seen repeated delays in implementing plan changes.

The common ingredient in these flaws is UP management decision-making. Some of the

more prominent and persistent of the Houston terminal problem areas are shown on the map on

the following page.
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The Tex Mex/KCS plan is simple; it basically restores a proven system which flowed
efficiently with four carriers. The benefits provided by the Tex Mex/KCS plan are built on the
concepts of neutral switching and neutral dispatching. The benefits are clear. Neutral switching
and dispatching means that the customer has access to all the feasible options. Its absence in
Houston, as is now obvious, means that artificial and needless constraints have eliminated proven
transportation options and led to a service breakdown of epic proportions. The current system is

choked and congested with UP as the dominant carrier.

4.1.1 Traffic Growth Has Been Moderate

Traffic growth in Houston has been moderate, averaging less than 5 % per year since
1990. The railroad operations in Houston prior to the merger coped effectively with this traffic
growth. Why can’t UP do so now?

4.1.2 Revenue Growth for Houston Traffic Outpaced Traffic Growth,
Indicating That the Added Traffic Did Not Erode Profitability

Looking at ril traffic originating or terminating in the Houston BEA for 1990 through
1996” shows that rail revenue growth was sufficient to support adequate infrastructure to handle

increased traffic. Results on originations 1990 through 1996 show that the Houston area revenue

growth was keeping pace with traffic growth. Specifically, revenue generated by Houston origin

traffic in 1990 through 1996 grew from $1,089,057,599 to $1,404,554,791, an average annual
increase of 4.8%. Meanwhile, overall tonnage grew from 32,363,690 to 40,019,407, an average

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

The Business Economic Area or BEA 1s defined as a major city, in this case Houston, and
its surrounding economic hinterland.




moderately and revenue growth was closely comparable to traffic growth; that is, the Houston

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

Figure 2: The Houston growth patterns; Terminations

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

were keeping pace with traffic increases. Results on terminations 1990 through 1996 show

revenue up from $1,211,765,441 to $1,432,022,204, an average annual increase of 3%, while

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

The total revenue on traffic oniginating or terminating in the Houston area increased from
$2,300,823,040 to $2,836,576,995. This is an average annual increase of 3.9%. Not only did

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

4.1.3 UP Has Sufficient Yard and Track Capacity

While UP has recently complained about the lack of sufficient infrastructure, UP’s
actions have actually compounded the infrastructure problems. For example, despite its
numerous assertions about improving the Houston infrastructure, since the UPSP merger, UP has

in fact reduced the infrastructure:

UP closed the former MKT line into Houston

UP lost a substantial portion of MKT Eureka Yard in the heart of the Houston
terminal by selling off a 100 foot path in the middle of the yard

UP unwisely and inexplicably closed Strang Yard at a critical point, losing yard
capacity in a fully functioning yard

In the November 1, 1997, division of HBT's assets UP acquired the following yard

facilities:

Yard Car Capacity

1. Pierce Yard
2. Glass Yard
3. Booth Yard
4. Dallerup Yard
5. Congress Yard
6. Basin Yard




These yards contributed more than 2,250 car spaces to UP’s capacity in Houston beyond
that provided by UP’s major yards, Settegast and Englewood, which together have capacity of
approximately 12,000 cars.” As can be seen here and on the Houston terminal map, UP has
ample yard facilities in the Houston area. The problem results from UP’s failure to manage the
facilities effectively. UP has some serious deficits on that point.

4.1.4 UP Has Been Indecisive

The AAR data on casualties and carloadings, UP’s reports to the STB, the FRA safety

report and the NTSB accident investigation reports all point to UP’s management problems,
including failure to implement, deteriorated internal contiols and malfunctioning systems. UP
management decisions regarding Houston likewise appear weak, misinformed and ineffective. A
long series of statements by UP repeatedly promises a solution to these serious problems.
Events, meanwhile, show failure to deliver, leading to another UP promise. See Recovery plan,
Oct. 1, 1997, STB Hearing Statements, Oct. 27, 1997, Progress Report, Dec. 1, 1997; and STB
Hearing Statements, Dec. 3, 1997.

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

improvement. The failure to manage the Houston cnisis is evident when onc compares the

operating and staffing plans for Houston to current conditions. The initial UF operating plan was

passable but the UP implementation has been a failure.
(I would note that most discussion herein of the UP weekly data reported to the STB, is
confined to the data as of the February 27, 1998 report. The reason for this is UP’s claim in

subsequent reports that data therein i1s unrepresentative because UP’s rail operations were

By contrast, Booth Yard has a capacity of only about 550 cars. Redeploying Booth Yard
to Tex Mex use will significantly increase the rail transportation throughput of the Houston
terminal area while only marginally reducing UP’s car storage spaces.
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adversely affected by weather and other influences. Accordingly, the cut-off date of the week
ending February 27 was chosen to eliminate any consideration of the possible effect of the
weather and other events blamed by UP for its failings during the past month.)

Two of most important factors affecting operations in the complex Houston terminal area
are the yards and operating personnel. In order for the traffic to flow in a fluid manner through
Houston, efficient yards and the operating personnel are essential. UP'’s decisions regarding
both areas are indecisive and as events have shown, ineffective.

The operating plan presented by UP/SP in the merger proceeding, included in UP/SP-24,
described the then-current operations of UP and SP yards, as of November 1995, and the
projected post merger changes that were to be implemented. These descriptions also identify the
complexity of the operation of each yard and the level of integration required with other facilities
and local and road trains operating within the Houston terminal.

If I were grading UP’s Houston operations, [ would give UP a “B” on the operating plan
it originally filed with the STB. However, I would have to give UP an “F” on implementation.

[ will use just one of the ill-advised changes imposed by UP to illustrate why the Houston
situation has declined and become mired in congestion. In the midst of the congestion problems
in Houston, and the excessive dwell times required to switch cars in Settegast Yard, UP’s report

to the STB on the progress of the recovery plan dated December 1, 1997 states that the yard’s

operation and purpose have been changed. Settegast Yard would no longer be the primary yard

for north-south traffic, interchange traffic and local area traffic as stated in the operating plan.
instead, UP made Settegast Yard the principal outbound yard for all traffic from the Houston
area. This change required that all outbound east-west traffic handled at Houston would now be

routed through Settegast instead of Englewood Yard.




This single change, which UP insists on adhering to, complicates the entire Houston
Terminal operation. This single change affects the handling procedures of all outbound east-west
traffic, moving it to Settegast instead of Englewood, and all of the inbound north-south traffic in
the Houston area went to Englewood instead of Settegast. Crews handling local cars within
Houston had to become familiar with new routing procedures. Cars had to be handled by
different yard assignments or receive extra switching between Settegast and Englewood.

According to UP’s operating plan, Settegast Yard was switching 1,750 cars per day prior
to the merger, although I know from personal experience, that Settegast frequently has switched
as many as 2,000 cars per day in a smoothly coordinated manner. The data filed with the STB in
the weekly reports, for the week ending February 27, 1998, shows that Settegast Yard is
switching an average of 1,110 cars per day or 640 cars less per day than was handled before the
merger. This decline in cars handled equates to over 4,400 cars that could have been switched at
that yard that particular week but were not, due to UP’s changes in the use of the yard.

Another indication of the inefficiency of the current operations of Settegast is that for the
base line period of December 1997, the average dwell time per car was 33.8 hours as compared
to the 68 hours experienced for the week ending February 27, 1998. Even between December

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

congestion problems were not occurring, according to UP. In 1982, by contrast, dwell times in

Settegast yard were less than 30 hours, quite a difference from the 60+ hours required recently
for a freight car to clear this yard.

The data presented for Settegast and Englewood Yards, in the weekly reports to the STB,
show that their level of operating efficiency is only approximately two-thirds of the level existing

before the merger. If UP’s facilities were operating at pre-merger efficiency levels in Houston




the current infrastructure would be more than sufficient for the present traffic volumes. UP’s
merger with SP led to deterioration of service in the Houston terminal.

UP made other sweeping changes which have impeded operations and complicated the
situation. For example, UP and BNSF dissolved the HBT which further revised the handling of
cars not only to and from Settegast, but all of Houston.

From the start of the STB investigation into service problems in the western US, UP has
continually professed that as soon as they acquire the use of additional locomotives and train
crews they will be able to move the traffic efficiently over their system. This has not been the
case. Those resources have been applied and the problems persist.

In addition, the average weekly carloads handled by UP have decreased while the number

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

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

200 to 300 less locomotives than it did during the comparable period in 1998. The carlcads
handled are developed from the AAR weekly car loading reports and the source for the number

of locomotives in the weekly service reports of UP filed with the Board.




Figu~e 4: Changes in Carloads and Locomotives

TABLE 2
CARLOAD TRAFFIC AND LOCOMOTIVE LEVELS
Carloads Locomotive
Jan. 1997 101,626 6,044
Feb. 1997 110,376 6,091
March 1997 112,123 6,125
Jan. 1998 104585 6,358
Feb. 1998 (3 weeks) 102,849 6,402
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Similarly, crew hiring does not seem to be UP’s answer. UP has mismanaged its
personnel post-merger. Relatively smail numbers of train crew personnel have been added by
UP. Only about 800 of the 3,800 new hires in 1997 were train crew. UP furloughed too many
people, failed to retain key SP operating personnel; only about 25% of SP operating management

stayed on post merger. Altogether, UP has lost needed experience through its personnel policies.

UP’s position - “just keep adding locomotives and crews” - will not fix the problem and

st 1sn’t the answer. Trains can be made up, power units can be added, and the trains can be
crewed, but if they cannot get out of, into, or through the terminals, or other areas of congestion,
it will not solve the service problems. As identified in the FRA report and discussed in other
sections, UP’s problems are much more complicated than insufficient locomotives and train
crews.

[n its weekly report to the STB, dated March 9, 1998 UP discusses three major changes
implemented to integrate UP and SP operations in Houston. Those are (1) conversion to the TCS
system, (2) integration and redeployment of operating personnel, and (3) implementation of
directional running between Texas and Memphis/Southern Missouri. Each of these changes has
caused disruptions and required its own recovery efforts.

The March 9 report to the STB stated that UP has studied the situation carefully and
determined what needs to be done. This is exactly the purpose and explanation given by UP
when they described the service recovery plan issued on October 1, 1997, some six months ago.
[t1s unclear what UP is attempting to do now and whether that is different from the unsuccessful

actions that UP attempted in its recovery plan.




4.1.5 UP’s Houston/South Texas Problems Are Causing Real
Harm to Shippers

UP’s mismanagement of its service has proven disastrous to many Houston area shippers.
Many shippers have publicly reported dismal and prolonged experience with poor service from
UP. Many shippers have adopted the practice of going to the UP yards themselves to locate cars
and so they can inform UP of a car's location so it can be delivered. This is clear evidence of the
collapse of the UP service.

Although UP claims that many of its current problems pre-existed the merger, many
shippers state that service is worse than it was before the merger. The following sample of
shippers who report that service is worse as a result of the UP/SP merger illustrates the scope and
severity of the problem:

e Cemex USA Previously, deparwre delays were 19-20 hours per train, now they are
weeks. Already lost a major DOT job near Beaumont, TX.

Occidental Chemical  In NITL Statement for Ex Parte 573, OxyChem reported that it
experienced 50% worse transit times 6/96 — 9/97.

Fina Oil In TRC hearings, Fina reported that it has experienced an abnormally high
number of delays and other service problems since the merger.

North American Logistics Services (NALS)  As of the EP 573 and Sub-21 hearings in
8/97 and 10/97, respectively, NALS reported drastically increased transit times and
deteriorating service.

Redland Stone  As of 10/97 TRC hearings and EP 573 proceedings, business off 23%,
losses of $1,000,000 in 9/97 due to rail service problems. Tum times 9/97 were double that
in 9/96. Have filed a ciaim for $4 mullion to UP. State that they have been one of SP’s
largest customer in the area.

Commercial Metals As of 10/97 TRC hearings, Commercial Metals had lost $4.8
million due to UP problems. Commercial Metals is upset at the HBT being dismantled.
Notes an inability of UP personnel to deal with crisis situations in comparison to SP.

Solvay Polymers According to Solvay Polymer’s most recent EP 573 filing of
2/23/98, UF transit times were best during the second half of 1995 and have become
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consistently worse since then. The estimated cost of these deficiencies is over $200,000 per
month.

Martco Partnership Before the merger, rail cars used to ve switched on a daily basis.
Now, they are more erratic, not switchir g for a week or so. Transit times to California from
Louisiana plants used to be 7 to 10 days. Now, it can take from 30 to 40 days.

HB Fuller Company HB Fuller has had many costly delays and increased transit times,
particularly for Texas — California moves.




4.1.6 UP’s Problems Are Systemic, Not Isolated As Would be
the Case if Infrastructure Were the Only Problem

UP’s Houston problems are just one indication of a much larger and more widespread
problem. It has been almost six months since UP implemented its “Recovery Plan” along with
other continuous system changes and yet the operations in Houston have not improved to any
discernible degree. The continuing downward spiral of performance factors over the last few

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

Table 3 below includes data from the UP weekly reports to the STB that reflect the dates
nearest to:

The issuance of UP’s “Recovery Plan” on October 1,1997;

The first hearing held at the STB on October 27, 1997;

The second hearing held at the STB on December 3, 1997; and,

The latest report to the STB that includes the impacts of all of UP’s changes, prior to
the time that UP began to blame delays on weather, Feb. 27, 1998.*

Those data do not show significant improvement in UP operations, some five months after UP

implemented its “fixed by Thanksgiving” recovery plan.

I note in passing that we have reviewed the data subsequent to February 27 and using that
data would not change any of our findings or recommendations.




Figure 5: UP Operating Statistics

TABLE 3
OPERATING STATISTICS ON UP SYSTEM

Recovery First STB Second STB  STB Report
Plan Hearing Hearing
Data [tem Qct. 1, 1997 Oct. 27,1997 Dec. 3. 1997 Feb. 27, 1998
TX, LA Car 108,822 103,395 101,777 107,453
Inventory
Car Dwell Hours 43.3 42.2 40.6 42.6
System Avg.
Sidings Blocked:

Houston- N/A 41/
Beaumont
Total System N/A 70

Avg. Train Speed 13.2 13.1

GTM’s per HP 105.9 113.1
Day

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

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

Car Dwell hours declined only slightly

Blocked sidings are worse both for Houston and the UP overall
Train speed shows little improvement

GTM'’s per HP day declined

UP’s widespread problems are causing shippers to “vote with their feet,” so to speak,
seeking other carriers and other modes to move their goods. As the following graph comparing

the first seven weeks of 1997 and the same time period in 1998 shows, UP’s total carloads

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

Of this total, the cars loaded on the UP are down about 4,900 cars while the cars received by UP
are down approximately 4,600
There has been an increase in car loads of chemicals received on line by UP that could

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

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

poor service, some shippers have placed additional cars into the UP system, attempting to assure
that their customers will receive an adequate volume of product. In effect they are pumping
more freight into a transportation pipeline which is both slower and more erratic.

This erosion in UP’s share appears related to the significant deterioration in UP
performance. UP’s erosion in market share has caused it to grasp even more tightly to traffic to
which it only has direct access, as stated by Pioneer Concrete of Texas, Inc., in a filing with the
STB dated February 14, 1998, responding to the STB’s request for shipper comments on rail
service in the western US:

“In addition, I would like to share a recent UP response to renewing one of our contracts.

Pioneer’s contract to supply sand to our Plano, Texas plant, approximately eighteen

percent of Houston Rail Sales, was not renewed because of congestion. The BNSF

expressed an interest to takeover this movement, if the UP would grant trackage rights to
our facility. Access was denied. and I quote a UP manager’s response to the vice
president of another railroad, “They are our marbles, we paid for them and have nc reason

to share.” This attitude and power is of great concern to all captive shippers, now and in
the future.”




Figure 6: UP and BNSF Changes in Carloadings’

UP and BNSF Percent Change by Commodity
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UP % Change BNSF % Change

8 Grain -15.13% 12.72%
0 Coal 6.48% 19.79%
8 Chemicals -291% 15.34%
O Petrol Products -15.53% 28.23%
B All Others -2.26% 10.82%
@ Totals -0.85% 16.13%

A similar pattern 1s reflected in Houston, where BNSF is gaining traffic while UP is
losing traffic. PTRA data on total moves in 1997 show the BNSF had 46%; UP had 34% and SP
had 20 °%. However, by year end 1997, BNSF had 52%, UP/SP had 48%.




5 SAFETY ISSUES

5.1 AAR Accident Records, FRA Recerds And NTSB Findings All Indicate
That The UP Safety Performance Is Weak

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

Dangers from increased congestion

Dangers from deteriorated management performance

Dangers from an overworked operating force trying to do tco much while readily

available and willing Tex Mex forces are idled

The Tex Mex/KCS plan proposes that the PTRA become the neutral dispatcher and
neutral switchcr for the Greater Houston Terminal Area, including ail lines currently served by
PTRA and those lines in Houston which were served by the HBT before it was dismantled by UP
and BNSF on November 1, 1997. That proposal is a direct response to increased safety dangers

in Houston.

5.2  UP Has Systemic Safety Problems

Safety and service go hand in hand. The widespread complaints lodged against UP
service are mirrored in an equally dismal UP safety record. Tragically, the UP sustained 11
fatalities in 1997; almost three times the fatalities of any other Class I railroad. Overall, UP had
the highest frequency rate of casualties (fatalities, injuries and illnesses) among the major

railroads.

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

management policies and practices.”” The FRA review was expanded twice because of the

seriousness of the initial and intermediate findings. The report cites numerous flawed UP

US Department of Transportation; Federal Railroad Administration Summary of Union
Pacific Railroad Safety Assurance Assessment, Feb. 25, 1998.




operating policies and practices. This systemic pattern of flawed management decisions and

practices has contributed to the disastrous situation in Houston.
Seven major accidents have occurred on UP within the past year according to the Safety
Report released February 25, 1998. The UP accidents cited by FRA include:

e Two UP trains collided head-on, killing 4 and injuring 2 on June 22, 1997, in Devine,
TX.
UP train failed to stop at siding and struck a passing UP intermodal train. Engineer was
killed on July ” in Kenefick, KS.
Unattended UP consist traveling 60 MPH collided head-on with UP train. Killed
engineer, engineer pilot on August 20 in Forth Worth, TX.
A UP unit coal train struck the rear of a standing BNSF train. Derailed equipment struck
passing UP train. UP conductor and engineer were injured on August 23 at Shawnee Jct.,
WY.
Two UP freight trains collided head-on. Five of six locomotives caught fire and were
destroyed on October 21 in Houston, TX.
UP train struck the rear of a standing UP train on October 29, 1997, in Navasota, TX.

The National Transportation Safety Board (NTSB) has also conducted
investigations of many serious accidents on UP. The NTSB is an independent federal
agency charged with finding the “probable cause” of transportation accidents and

formulating recommendations to improve safety. The scope of the accidents which
NTSB investigates include aviation accidents, major railroad accidents, major marine
accidents, major pipeline accidents. releases of hazardous materials, recurring
transportation problems. Like the FRA, the NTSB has aiso recently performed an
investigation of UP and found a number of potential safety issues.

[n addition to the accidents noted above, NTSB has investigated these significant UP

accidents since the merger:

UP train derailed 27 cars near Marshall, MO while traveling at a speed of 48 miles per hour
May 27, 1997. Accident caused by defective length of rail.

UP train derailed 18 cars while traveling 40 mph near Kinter, AZ on March 16, 1997.
Inspection of truck vans on flat car revealed that large rolls of paper had not been properly
braced and had shifted to one side, probably causing the car to derail.

U'P train struck the rear end of other UP train near Odem, TX on February 21, 1997. The
srew of the standing train mistakenly thought that the train was carrying 64 cars and that their
train did not exceed the Odem yard limits, when in fact their train carried 136 cars and
exceeded the yard limits by 2,100 feet.




UP train derailed near Wellington, KS on February 13, 1997. The use of the track was
improper because of maintenance activities at the time.

UP train derailed 14 cars in Gurnee, IL on February 7, 1997.

Amtrak train derailed on UP track near Granite, WY on January 13, 1997. Derailment
occurred at a length of broken track.

UP train derailed January 12, 1997 near Kelso, CA. Engineer mistakenly shut down
locomotive diesel engines and therefore disabled dynamic braking. Hurtling out of control as
it descended a hill, the train derailed after reaching 75 mph in a zone with a 20 mph limit.
Runaway cut of cars with unmanned locomotive struck UP train on October 11, 1996. Train
on adjacent track struck cars which had derailed as a result of the collision and in tum
derailed. Handbrakes had not been set.

As noted above, like the FRA, the NTSB has also recently found a number of potential safety
issues 1n its investigation of UP. In Exhibits 3-A through 3-N of NTSB Docket No. ATL-98-
SROO01, key issues thus far identified include the following:

Management oversight

Crew fatigue

UP management safety oversight of the mechanical department
Effectiveness of UP locomotive engineer certification program
Effectiveness of the UP fatigue education program

Inadequacy of defect detection equipment to discover pending rail failures
UP management oversight of operating crews

Effectiveness of the UP efficiency testing program

Effectiveness of the UP engineer training program

The issues identified by the FRA and NTSB are very disturbing, and underline the
importance of the Tex Mex/KCS proposal to allow PTRA to act as neutral switching and neutral
dispatching entity for the Greater Houston Terminal Area. That need is further emphasized by
the significant share of rail traffic in Houston that involves the chemical industry.

The chemical industry is a major part of the Houston economy. Chemical shipments
accourr for a significant share of rail volume in the Houston terminal area. Accordingly, safety
is a paramount consideration. The catalogue of omissions and errors and gaps found by FRA and

NTSB are a cause of serious concern. UP’s dismal safety record is one of the principal reasons




for recommending an enhanced role for PTRA, which is one of the safest carriers in the US,
according to FRA reportable accidents and injuries."

5.3 PTRA'’s Safety is Excellent

As stated previously in this statement, PTRA has had an excellent safety record over the
years and has had a steadily declining accident frequency rate' since 1991. As of 1997 the

PTRA accident frequency rate was 0.93. By contrast, the average for terminal railroads was

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

337,

UP’s safety record is weaker than that of most major line haul carriers, while PTRA’s
safety record is significantly better than those same linehaul carriers, and vastly superior to other
switching and terminal carriers.

In recommending neutral dispatching and neutral switching by PTRA, the Tex Mex/KCS
plan recommends increasing the operating scope of PTRA, which has a superior and improving
safety record. The Houston region would thereby rely less on UP, which has a deteriorating
safety record. Safety and service go hand in hand and Houston has suffered from a loss of boih.
Allowing PTRA to operate as the neutral switching carrier and dispatcher of the Greater Houston

Terminal Area would restore both safety and service.

Source: AAR Summary of Monthly Accident Frequency reports
Computed by dividing total casualties by 200,000 manhours.

Line Haul Raiiroads with 15 million or more man-hours annually ( NSC, BNSF, CSX,
UP/SP, CR, Amtrak).




POST MERGER EXPERIENCE WITH UP OPERATIONS
REQUIRES REMEDIAL ACTION BY THE STB

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

Chairman Morgan saw first hand some of the problems during her March 2 and March 3 visit to
the Houston area. [ also was in Houston during the Chairman’s visit and can personally attest to
the disarray evident in the Houston rail operation. Some specifics include:

e Multiple trains stopped on the main line
¢ Yard congestion at Settegast, Englewood and other yards
¢ Poor communication between road trains and dispatchers

These specific problems are visible symptoms of the pervasive operating problems
plaguing the Houston area. These operating problems affect virtually all aspects of the rail
transportation process, and are evident as:

Transit Time delays
Misrouted Cars
Shipments lost in transit
Cars sent to wrong locations
Misroutes due to clearing yards by sending cars in the general direction of the
destination
e (Cars stalled at intermediate points and terminals

The implications of the operating problems and UP's failure to recover are severe. Trains
and cars block facilities, leading to further congestion. The Houston terminal area seems trapped
1.1 a situation characterized by:

Failure to deliver
Failure to pick up
Disruptions to customer businesses
Disruptions to connecting railroads

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

acton:




e Massive UP service problems have compounded and grown

e Many Houston area shippers would welcome a return to SP service levels

e Some publicly reported shipper data shows SP service (velocity) was better at the
time of the merger than UP service is now. For example, International Paper and
Dow Chemical data show this. '* Whether the focus is on capacity, infrastructure or
safety, the UP record is sorely lacking. The Tex Mex/KCS plan offers the STB an
opportunity to respond effectively to this historic lapse.

REGIONAL IMPACTS

I am familiar with the Houston economy due tc my years of rail operations management.
I have seen Houston weather some difficult times brought on by downturns in the petro-chemical
industry. [ have seen Houston come back and diversify and emerge stronger than ever. After all
of that, it pains me, as it pains many others, to see the economic harm now being inflicted on
Houston. Others have measured the harm in regional economic terms and the massive size of the
economic loss now impacting Houston is beyond doubit.

It is clear to me that the impact of the problems gripping Houston such as the loss of HBT
as neutral switcher and dispatcher has extended across Texas, the West and the entire nation.
Even at the limited perspective of the rail operations level, the impact of the rail disaster in
Houston has impacted the national level as tie ups reached west to the Pacific Coast , north to
Kansas and south to Central Mexico. Shipments into and out of the key Houston area have been
delayed, lost, diverted and foregone. Houston can do better. We are ready. And we would like
the green light to proceed.

8 SUMMARY OF CONCLUSIONS 4AND RECOMMENDATION
e Houston needs a truly neutral switching and neutral dispatching entity.

I'he PTRA should be expanded to become that neutral entity.

4

It should be noted that Dow Chemical recently filed a $25 million lawsuit against UP to
recover damages resulting from service lapses.




¢ Houston needs the most efficient utilization of the current infrastructure,

o Tex Mex should be permitted to purchase, expand, and operate Booth Yard.




HARLAN W. RITTER
SENIOR MANAGEMENT EXECUTIVE

As of March 17, 1997, I have held the position of vice president/executive representative for the
Kansas City Southern Railway as part of their strategic plan to capitalize on the winning of the
Mexico franchise on the Northeast Railway between Laredo and Mexico City.

For the past 30 years, [ have exercised broad-based senior management responsibility
demonstrated in my current work in international rail management and in my previous positions
as president and executive director of Texas City Terminal Railway/Port of Texas City and as
president of Houston Belt & Terminal Railway. | have developed a abroad range of rail and
transportation industry expertise, spanning all areas of corporate leadership: marketing, corporate
identity, strategic and master planning, asset evaluation and management, safety, union interface
and negotiations, financial planning and all aspects ot operations.

EXPERIENCE SUMMARY

A4 v A4

My work with the Kansas City Southern Railway in Mexico has been directed toward the
successful transformation of the federally owned, Mexican rail connection between Mexico City
and Laredo to a smoothly functioning, privately run rail enterprise, Transportacion Ferroviaria
Mexicana. As part of the ongoing effort, I have performed contract negotiations on trackage
rights, evaluated terminal operations and utilized my extensive rail experience as executive
representative for Mike Haverty, president and chief executive officer of Kansas City Southern
Railway. Diplomacy and a keen awareness of the political aspects of rail management have been
key factors in the success of this ongoing effort at international rail cooperation.

President and Executive Director, Texas City Terminal Railway Company and the Port of
Texas City

In 1995, I assumed the position of president and executive director, Texas City Terminal Railway
Company and the Port of Texas City. The Port of Texas City is the eighth largest port in the
U.S., third largest in Texas and a worldwide leader in petrochemicals, handling over $21 million
in annual revenues. The port has 43 berths, a 40' draft harbor with authorization to 50', and
excellent land links by both rail and interstate freeway. Switching is provided by the Texas City
Terminal Railway to Union Pacific and Burlington Northern Santa Fe lines, joint owners of both
the port and the terminal company.

As president and executive director, | initiated a comprehensive reevaluation of the compary’s
status, developing and implementing strategies in identity, marketing, communicatiors,
operating efficiencies and asset evaluation and reallocation. Major accomplishments include:




Strategic Planning

Upon assu ming my duties with the port and terminal company, I initiated marketing and
feasibility studies that culminated in the development of the Strategic and Master Plans,
formulated in 1995. These contained a wide range of initiatives spanning the next ten to twenty
years and included marketing, corporate identity, facilities and land use improvement, the
development of an industnal park, and funding for these activities. Phase One included
corporate identity creation and increased visibility and culminated with the relocation of Port
headquarters in 1996 to SH 146 North. Following Phase One, | embarked on Phase Two of the
plan, appointing a director of trade development. Future recommendations contained in the
Strategic and Master Plans outline opportunities for expansion and growth, evaluating all the
resources at hand with an eye toward developing them for the highest and best use.

Corporate Identity and Marketing

Within the first six months at the port, | completed a comprehensive effort to create a new
corporate identity for the port, which had formerly been identified as the Texas City Terminal
Railway. Repositioning the company’s name to focus on the harbor operation was high priority
of the re-identification and an essential element in efforts to pursue increased market share
worldwide. Elements completed included renaming, the development of a logo, site signage,
direct mail, relocation and corporate brochures, highway signage and billboard. Efforts to raise
awareness and visibility included a consistent program of press release and advertising and the
relocation for corporate headquarters.

Operations
During the past two years, | completed the evaluation and modification of all phases of

operations, reducing crew sizes to foreman-only, and eliminating yardmasters and carmen with
union approval. These moves reduced employees, eliminated crafts and increased efficiency and
revenues.

Fina..cial

Within the penod, I reevaluated all asserts. Non-performing assets were sold or priced closer to
market value. In addition, I reevaluated and adjusted the rate structure. These measures
increased revenues by over $5 million over the two-year period.

President, Houston Belt & Terminal Railway

In 1981, I assumed the position of president of Houston Belt & Terminal Railways after serving
as assistant general manager and general manager from 1978. HBT was, at the time of my
departure, the third largest terminal company in the United States, with 480 employees handling
over $400 million in annual revenues. During the period, it was owned by Union Pacific, Santa
Fe Railway and Burlington Northern Railroad. With total P&L responsibility, [ reshaped and
revitalized the company. Major accomplishments included:

Corporate Philosophy and Marketing

As president of HBT. I pursued a consistent philosophy of terminal companies as low-cost
service centers - shared facilities with equal treatment for owner lines. Within this concept, |




maintained a goal of generating revenues to offset as far as possible the cost of operations to the

owners.

Moving HBT to a higher level of productivity and performance, I spearheaded the reassessment
of company image, customer service and marketing strategies, leading to the creation of a
redesigned, more meaningful company logo, a revised corporate vision, corporate mission,
customer creed and corporate values. All were engineered to form a strong foundation for
fundamental changes in attitudes toward customers, job performance, growth and profitability.
With increased customer-onentation as a focus, I led the company to develop the following:

¢

Operations:

Effective Personal Leadership Classes which include strong quality process and
customer service elements

Customer surveys, customer appreciation days and customer profiles on computer
Training in telephone answering techniques and customer service through
Strawberry Communications

Training in problem resolution on behalf of customers

Increasing awareness of customers among employees and the Houston business
community through profiles in the company magazine

Trade show participation and the development of Transportation Service
Representatives (TSR's).

From 1978 to 1981, [ managed the consolidation of yard offices, communications and signal
systems and installation of a state-of-the-art video system. During the period, | managed plant
improvements totaling $46 million, $19 million of which covered improvements in Settegast
Yard alone. All improvements were planned and carried out to reinforce a safe, efficient work
environment. Physical plant and operational improvements included the addition of electronic
switching, motorized train inspections and increased in-train mechaucal repair capabilities.
Managed major plant improvements including:

8

U.S. Highway 59 Project: HBT began construction of the Phase One relocation of
approximately 1.6 miles of its main track, construction of Buffalo Bayou Bridge
and interstate Highway 10 Bridge adjacent to its East Main. The $14.8 million
work order provided for the construction of 1.2 miles of track north along the
Southern Pacific main line from Tower 26 to Collingsworth. This alignment
retired Quitman and Collingsworth Streets rail crossings, benefiting both HBT
and Southern Pacific. Phase Two design, plans and specifications were begun.

Supervised $11 million projects to relay the main line from MP 0.00 at Belt
Junction to the north end of Market Street at MP 6.00. Tracks were constructed of
115# to 133# continuous welded rail. All turnouts were standardized to control
inventory and reduce expenditures.

Innovative utilization of Trackmaster/Dowty Retarders in a large portion of the
classification yard, the first time in the industry retarders were used to prevent




Financial

rollout as well 2s to control switching speeds. The improvement raised switching
speeds while preventing damage to matenal in cars thereby reducing potential
claims.

Installation of state-of-the-art Automatic Equipment Identification (AEI) system
to replace video camera system.

Developed and implemented successful safety policies and programs such as the
Safety Hot Line, Save-A-Back, Pro-Back and other ergonomic health and safety
programs. All were under continuous scrutiny to promote greater employee
health knowledge and create involvement in a safe work place through swift
reporting of conditions needing prompt attention. As a result of these efforts,
during a 17-year period from 1978 to 1995, HBT won 11 Harnmans and
experience only one fatality.

Improved operating standards over a five-year period. For example, hourly
production increased 21% while detentioi time was reduced 39%, an all time low.

Initiated total computerized hardware augmentation and software development for
both professional and support staffs - including the establishment of an electronic
mail system.

While president, | reduced payroll from 1270 people to 480.

Analyzed HBT's tax structure and corrected tax problems, reducing tax liability
by 25%.

Lowered property tax evaluation from $3.3 miliion to $1.6 million, significantly
enhancing profit contribution.

Updated lease agreements, while initiating a systematic contract monitoring
procedure leading to approximately $600,000 in incremental new business.
Successfully located 30 new customers along HBT's tracks while retaining and
increasing existing business.




Personnel

< Led the effort to change crew allocations from five-man crews to foreman-only
crew s’ e, increasing operational efficiency and contributing to the growth and
profitability of shareholders. Established 18 foreman-only jobs.
Administered and personally implemented a goal-oriented management system.
Implemented use of software that generated an increase in capabilities of 15% and
overtime decrease of 32%, reducing labor costs by almost $200,000.

INDUSTRY EXPERIENCE

Throughout my career, | have consistently demonstrated bottom-line orientation by
implement:iig cost reductions and improving company performance. A turnaround specialist,
during my 14 years with Houston Belt & Terminal Railway, I established precedent-setting
records in quality, customer service and cooperation among railroads to further the industry’s
seamless transportation system. | planned and executed a five-year improvement plan leading to
increase capacity, new business development, improved scheduling and significantly reduced
operating expenses. With company goals a priority, I exhibited excellent communications skills
while overseeing all personnel functions, including union negotiations to implement foreman-
only train crews.

HBT originally recruited me in 1978 for the position for assistant general manager.
While being groomed for the presidency, [ was responsible for turning around the safety program
and consolidating existing operations. In this capacity, I strengthened HBT's safety record to
such a degree that the company received the industry’s highest safety award for ten consecutive
years. Prior to this, HBT's experience was one of the worst in the industry with claims payouts
in the millions. [ also managed personnel consolidation, utilizing closed circuit television and
computer software developed in house. This $800,000 project paid for itself in 14 months.

In 1964, I joined Missouri Pacific Railroad, prior to its merger with Union Pacific, one of the top
five companies in the industry in miles operated and revenues. Initially a management trainee, |
progress through the ranks in increasingly responsible positions. Before joining HBT, [ was
assistant to the vice president of operations at corporate headquarters.

EDUCATION/PERSONAL

In addition to my B.S. degree, which [ received in 1964 from Fort Hayes State college, I pursued
post graduate studies at the Harvard Business School and Northwestern University. Through the
vears, | have maintained state-of--the-art competency through workshops and seminars.

INDUSTRY MEMBERSHIP ACTIVITIES
Taxpayers Research Council

Texas City Chamber of Commerce

Texas Port Association

Gulf Port Association

Association of American Port Authorities

The Transportation Club of Houston




Council of Logistics Management
Texas Transportation Institute
Southwest Shippers Advisory Board
Houston Chamber of Commerce
Central Houston, Inc.

Downtown Houston Association

HONORARY POSITIONS, AWARD AND RELATED INTERESTS

Board of Directors, Merchants Bank

Board of Directors, Texas City Chamber of Commerce

Member, Board of Directors, Transportation Club of Houston, Present

President, Transportation Club of Houston, 1993-1994

First Vice President, Transportation Club of Houston, 1992-1993

Second Vice President, Transportation Club of Houston, 1991-1992

Person of the Year, Transportation Club International,, 1993

Member, Board of Directors, Buffalo Bayou Partnership, Present

Author of articles in Industrial Engineering News and HBT’s in-house journal, The Belr.




STATE OF TEXAS

COUNTY OF HARRIS

[, Harlan Ritter, being first duly sworn, upon my oath state that I have
read the foregoing statement and the contents thereo{ are true and correct as
stated.

ol LU

Harlan Rutter

Subscribed and sworn to before me this 26 day of March, 1998.

TAMELA S KUBICEK | QZMM%

7)) Moty Pubic. State of Texas Notary Public
My Commission Expires 01-17-99
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BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33568

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND
THE KANSAS CITY SOUTHERN RAILWAY COMPANY FOR
EXEMPTION FROM 49 U.S.C. § 10901 TO CONSTRUCT AND OPERATE
A RAIL LINE BETWEEN ROSENBERG AND VICTORIA, TEXAS

COME NOW The Texas Mexican Railway Company (hereinafter “Tex Mex") and the
Kansas City Southern Railway Company (hereinafter "KCS™) and pursuant to 49 U.S.C. § 10502
hereby petition the Surface Transportation Board (hereinafter the "Board" or "STB") for an
exemption from the prior approval requirements of 49 U.S.C. § 10901, to be granted to T : Mex,

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

eight (88) miles of line by Tex Mex. The line begins at approximately Milepost 0.0" in

Rosenberg, Texas and proceeds in a southern and westerly direction to approximately Milepost
87.8 near Victona, Texas. Tex Mex and KCS acknowledge that the requested exemption from
prior approval requirements of § 10901 does not amount to an exemption from the ~rvironmental
review to be conducted under the National Environmental Policy Act and the Board's

regulations.

Southern Pacific Lines (“SP") was granted an exemption to abandon the Rosenberg to
Wharton portion of this line beginning at Milepost 2.5. As a result, SP retained the stub end at
Rosenberg. In a later abandonment proceeding, which included the Wharton to Victoria portion,
SP also retained the stub end at Victonia. Recently, Union Pacific indicated its willingness to sell
its remaining interest in the line between Milepost 0.0 in Rosenberg to approximately Milepost
§5.8, near Victoria. Then UP would grant rights for Tex Mex to operate over the approximate 4
remaining miles between Milepost 85.8 to Milepost 89.8 in Victonia. Depending on the outcome
of the negotiations between the parties, Tex Mex and KCS are requesting that Tex Mex be
granting authonty to operate and/or purchase the stub end portions as applicable.




Pursuant to the Board's regulations at 49 C.F.R. § 1105.10(d), counsel requested approval

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

party consultant to work under the supzcvision and direction of SEA in order to prepare the

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

STATEMENT CF FACTS

Tex Mex is a class II carrier which operates approximately 157 miles of line between the
Mexican border at Laredo, Texas and Corpus Christi, Texas, with a connection to the UP’s
Brownsville Subdivision at Robstown, Texas. It operates between Robstown and Houston,
Texas and between Houston and Beaumont, Texas over UP’s rail lines pursuant to trackage
rights granted as a condition in the UP/SP control proceeding. Those trackage rights were
granted to enable Tex Mex to connect with KCS in Beaumont and, through the connection with
KCS, to provide an effective competitive alternative to UP/SP for rail traffic between the United
States and Mexico. Tex Mex'’s trackage rights between Robstown and Houston, however, are
over a quite circuitous, 289 mile route through Placedo, Victoria, and Flatonia, Texas. Tex Mex
also operates over terminal trackage rights on the tracks of the Houston Belt & Terminal
Railroad Company (“HBT”) in Houston, Texas. Tex Mex has the right to serve shippers located
in Houston on the PTRA and the HBT. Its right to so serve Houston shippers is restricted to
traffic having a prior or subsequent move across Tex Mex's line between Corpus Christi and
Laredo, Texas.

KCS is a class I carrier which operates approximately 2,913 route miles of line in the
Midwest and Gulf Coast including lines in the states of Alabama, Arkansas, Kansas, Louisiana,
Mississippi, Missouri, Oklahoma, Tennessee, and Texas. In addition, KCS also serves, via

trackage nghts, haulage rights and or other arrangements in Nebraska, Illinois and lowa. KCS




has 381 miles of track in the state of Texas. KCS’ parent company, Kansas City Southern
Industries Inc. owns 49% of Tex Mex’s parent company Mexrail, Inc.

By this petition Tex Mex and KCS seek to provide more infrastructure to the Houston
area and an alternative to the circuitous trackage rights route over UP lines via Flatonia currently
utilized by Tex Mex. KCS has a direct and vital interest in the project not only because of
Kansas City Southern Industries’ investment in Tex Mex but also because of KCS’s interest in
improving the efficiency and competitive effectiveness of the route by which KCS and Tex Mex
together compete with UP for traffic in furtherance of the Board’s purpose in granting the
trackage rights to Tex Mex.

The subject rail line was previously granted abandonment authority by the Board’s
predecessor, the Interstate Commerce Committee, to Southemn Pacific (hereinafter “SP”) in two
proceedings. In Southern Pacific Transportation Company -- Abandonment Exemption -- In
Jackson, Victoria and Wharton Counties, TX, Docket No. AB 12 (Sub-No. 162X) (ICC served
Nov. 1, 1993), a notice of exemption was published for SP’s abandonment of the 62 mile portion
of the Wharton Branch between Milepost 25.8, near Wharton rail station and Milepost 87.§, near
Victoria rail station. In Southern Pacific Transportation Company -- Abandonment Exemption -
In Fort Bend and Wharton Counties, TX, Docket No. AB 12 (Sub-No. 166X) (ICC served March

8, 1995), SP was granted an exemption to abandon certain rail lines including the 23.3 mile

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

McHattie to Milepost 25.8, west of and including the Wharton rail station.
The total rail line proposed to be constructed, rehabilitated and/or reactivated for service
will be approximately eighty-eight (88) miles in length between Rosenberg and Victoria, Texas.

See Map on next page. For the most part, the line will be reconstructed on an existing rail bed.




However, approximately 25.8 miles of line from Rosenberg to near Wharton and approximately
4 miles from Victoria heading north still has the track in place and will only require
rehabilitation leaving approximately fifty-eight (58) miles to be fully reconstructed on the
existing rail bed. Furthermore, for the most part the bridges and trustles along the line remain in
place. As aresult, Tex Mex and KCS estimate that the cost for reconstruction, rehabilitation and
purchase of necessary right of way will cost approximately $66 million. See attached Verified
Statement of David W. Brookings and David M. Lewis (hereinafter “V.S. Brookings™ and “V.S.
Lewis”) for further details on the cost of reconstruction of the Rosenberg to Victoria line.

Tex Mex will be responsible for the construction and/or rehabilitation of the entire
proposed rail line. Tex Mex estimates that it will take approximately nine (9) months to
complete the engineering, procurement and construction of the rail line proposed herein after the
right of way 1s procured. See V.S. Brookings and V.S. Lewis. In addition, Tex Mex proposes to
begin operations over this line within one year after the construction authority is granted,
including the appropriate environmental review. Most importantly, the 88 mile Rosenberg to
Victona line will provide a new and needed infrastructure alternative to the approximately 160
mile route Tex Mex is currently compelled to use from Rosenberg to Victoria via the Flatonia
route. Unquestionably, the construction and reactivation of service over the entire Rosenberg to

Victoria line, in the most expedient manner possible, is in the best interest of all concerned.

Once operations begin on the Rosenberg to Victoria line, Tex Mex will not operate on

L'P’s heavily congested Glidden subdivision (part of the Sunset Route) between Tower 17 in
Rosenberg and Flatonia, Texas, a distance of 83.7 miles. Importantly, the removal of Tex Mex
from the 83.7 mile portion of the Sunset Route will remove freight trains from the congested

Amtrak route. In addition, after operations begin on the Rosenberg to Victoria line, Tex Mex
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will not operate on UP’s Brownsville subdivision between Housto.. and Placedo via Algoa,
Texas. See Joint Petition of the Texas Mexican Railway Company and the Kansas City Southern
Railway Company for Imposition of Additional Remedial Conditions Pursuant to the Board’s
Oversight Jurisdiction, F.D. No. 32760 (Sub No. 2.), TM-7/KCS-7 (hereinafter “TM-7/KCS-7");
Verified Statement of Patrick L. Watts at 179 (hereinafter “V.S. Watts™). Currently, Tex Mex
operates 2 scheduled trains per day between Laredo and Beaumont via the Flatonia route South
of Houston. If the Board approves and authorizes the Tex Mex/KCS plan for additional remedial
conditions, and once operations commence on the Rosenberg to Victoria line, Tex Mex projects
that 4 additional daily Tex Mex trains will operate between Laredo and Beaumont and one
additional train will operate over the Rosenberg to Victona line for local traffic. These
calculations place the projections for traffic over the Rosenberg to Victoria line at 7 trains per
day. For additional details on the current and post-Tex Mex/KCS proposed operations, see V S.

Watts, Operating Plan at Attachment 1.

DISCUSSION
Tex Mex projects to invest approximately $66 million in the Rosenberg to Victoria
reconstruction project as part of its desire and affirmative actions to provide additional

infrastructure and a more competitive alternative route to the current rail transportation service

provided over the highly congested and circuitous route via Flatonia. Furthermore, the

construction authority sought herein, combined with the additional remedial conditions sought in
the full evidentiary submission, will enable Tex Mex to effectively compete with UP in the
Houston, Laredo and NAFTA markets. Importantly, in order for Tex Mex to make an
investment of nearly $66 million in expanding capacity by reconstructing the Rosenberg to

Victona line, Tex Mex must realize at least a $7.1 million increase in operating income to




support an investment that large. See TM-7/KCS-7, V.S. Joseph J. Plaistow at 129 (hereinafter
“V.S. Plaistow). Tex Mex desires to make these capital investments in Houston and UP has
indicated its acquiescence to the project. Nevertheless, Tex Mex needs the lifting of the Houston
traffic restriction and the additional remedial conditions in order to make this needed investment.

See V.S. Plaistow at 128.

A. THE LEGAL STANDARDS UNDER 49 U.S.C. § 10502 FOR AN EXEMPTION
FROM THE REQUIREMENTS OF 49 U.S.C. § 10901 FOR THE
CONSTRUCTION AND OPERATION OF THIS RAIL LINE HAVE BEEN MET
Under 49 U.S.C. § 10901, construction of a new line of railroad by a rail carrier requires

prior Board approval. However, under 49 U.S.C. § 10502, the Board must exempt such

construction from regulation if it finds that: (1) continued regulation is not necessary to carry out
the rail transportation policy of 49 U.S.C. § 10101a; and (2) either (a) the transaction or service is
of limited scope, or (b) the application of a provision of the Interstate Commerce Act is not
needed to protect shippers from the abuse of market power.

The construction of this rail line is the type of transaction for which the exemption
provision of the Staggers Act'® was designed. The exemption provision was considered an

important cornerstone of the legislation. American Trucking Association v. ICC., 656 F.2d 1115,

1119 (5th Cir. 1981). As President Carter stated upon signing the Staggers Act into law, the Act

“strips away needless and costly regulations in favor of market forces, competitive market forces,

whenever possible." 16 Weekly Comp. President Doc. 2225-26 (Oct. 14, 1980). The Court in
American Trucking at 1119 cited the affirmative use of § 10502 to exempt transactions, quoting

from legislative history that "the Commission is charged with the responsibility of actively

Staggers Rail Act of 1980, Pub. L. No. 96-448, 94 Stat. 1897 (1980).




pursuing exemptions for transportation and service that comply with the section's standards."
The Board is further charged with removing "as many as possibie of th> Commission's
restrictions . . . ." H.R. Rep. No. 1430, 96th Cong., 2d Sess. at 105 (1980). As explained in

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

exempted from the burdensome filing requirements of obtaining Board approval under § 10901.

1. An Exemption will Promote The Rail Transportation Policy

Regulation of the reconstruction and operation of this approximately eighty-eight (88)
mile rail line is not necessary to carry out the rail transportation poiicy expressed in 49 U.S.C.
§ 10101a. Currently, Tex Mex is prevented from providing efficient and economic rail
transportation service into and out of Houston and Laredo because of the Houston traffic
restriction and UP’s congestion problems. Specifically, Tex Mex’s current operating ratio for the
3" quarter of 1997 was 113% and Tex Mex experienced operating losses of $1,193,000 for 1997.
See V.S. Plaistow at 128. This is not a sustainable operating ratio. However, with the
construction of the proposed new rail line and the grant of the other requested additional
remedial conditions, Tex Mex will be capable of providing transportation service for the
Houston, Laredo and NAFTA markets on an efficient and economical basis. The proposed rail
line to be reconstructed between Rosenberg and Victoria is an integral part of the Tex Mex/KCS
plan which will finally permit Tex Mex and KCS together to effectively compete with UP in
order to retain and to increase their respective shares of the transportation service provided to and
from the Houston, Laredo and NAFTA markets.

Granting an exemption, instead of requiring burdensome regulation, will promote the rail
transportation policy as expressed in 49 U.S.C. § 10101a. Specifically, the transportation

policies which will be promoted by the issuance of a construction exemption are as follows:




To allow, to the maximum extent possible, competition and the demand for services to
establish reasonable rates for transportation by ¢ail [1010la(1)];

To minimize the need for Federal regulatory control over the rail transportation system
and to require fair and expeditious regulatory decisions when regulation is required
[10101a(2)];

To promote a safe and efficient rail transportation system by allowing rail carriers to eamn
adequate revenues {10101a(3)];

To ensure the development and continuation of a sound rail transportation system with
effective competition among rail carriers to meet the needs of the public [1010la(4)];

To foster sound economic conditions in transportation and to ensure effective competition
and coordination between rail carriers and other modes [10101a(5)];

To reduce regulatory barriers to entry into the industry [1010la(7));
To encourage honest and efficient management of rail roads [10101a(9)); and

To provide for the expeditious handling and resolution of all proceedings required or
permitted to be brought under this part (10101a(15)].

First, the reconstruction and reactivation of the Rosenberg to Victoria rail line will foster
competition among rail carriers [10101a(5)), ensure the development of a sound rail
transportation system [10101a¢4)], and allow the competition and the demand for Tex Mex and
KCS service, rather than federal regulation, to govern the level of rates for transportation seivice
in the Houston, Laredo and NAFTA markets [10101a(1)]. Authorizing Tex Mex to reconstruct
the rail line and reactivate rail service on the Rosenberg to Victoria line, will put the former SP
rail line back into service in an area which nationally has been declared in need of added
infrastructure and capacity. [n addition, the reconstruction of the Rosenberg to Victoria line,
combined with the other additional remedial conditions requested, will enhance the ability of Tex

Mex and KCS together to provide an effective competitive alternative to Texas and NAFTA

shippers. The Board expects the Tex Mex (o provide an effective competitive aiternative in the




important Laredo to United States market. Therefore, the Board should approve the acquisition
of the Tex Mex owned and non-circuitous route from Rosenbe g to Victoria with unrestricted
traffic solicitation ability in Houston. See TM-7/KCS-7; Verified Statement of George C.
Woodward.

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

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

and reducing the regulatory barriers to entry into the rail industry [10101a(7)]. As the Board has

stated, the potential for new entry occasionally may increase the bargaining power of (1) shippers
that might otherwise be captive, and {2) carriers seeking to provide service through "competitive
access” to a shipper not located directly on their lines. Class Exemption for Rail Construction
Under 49 U.S.C. 10901, Ex Parte No. 392 (Sub-No. 3), (ICC served May 29, 1987), renoticed in
Class Exemption for the Construction of Connecting Track Under 49 U.S.C. 10901, Ex Parte No.
392 (Sub-No. 2) and Class Exemption for Rail Construction Under 49 U.S.C. 10901, Ex Parte
No. 392 (Sub-No. 3), (ICC served September 15, 1992). Accordingly, the Board should
carefully scrutinize any arguments which are purposefully designed to erect barriers to entry and
deny the benefits of competition.

Third, this construction exemption will promote safe and efficient rail transportation and
will enhance Tex Mex's ability to earn adequate revenues from its transportation services
[10101a(3)], and encourage honest and efficient management of railroads [10101a(10)].
Additional detail and support of these policies of the Rail Transportation Policy can be found in
the Verified Statements of Joseph J. Plaistow, George Woodward, Patrick L. Watts, Michael H.
Rogers, Harlan Ritter, Paul L. Broussard, A.W. Rees, Larry Fields, David W. Brookings, and

David M. Lewis, all but the last two submitted in TM-7/KCS-7.




Fourth, Tex Mex and KCS are requesting expedited consideration of this petition for
construction exemption which is also supported by the Rail Transportation Policy [10101a(2)
and 10101a(15)).

In conclusion, Board approval pursuant to 49 U.S.C. § 10901 is not necessary to carry out
the policies of the Rail Transportation Policy. In fact, to require such approval, by means other
than by exemption, with its attendant risk of delay and consequent failure, would be inconsistent
with the rail transportation policies articulated in § 10101a. Failure to grant the petition will
inhibit development of a sound transportation system, and promote inefficiencies contrary to the
Congressional intention that competition promotes efficiency, the keystone of the Staggers Act.

P The Transaction to be Exempted is Limited in Scope

The second test for exemption is stated in the alternative, i.e., the transaction is of limited
scope or regulation is not needed to protect shippers from the abuse of market power. The
transaction proposed herein is the reconstruction and/or reactivation of a rail line approximately
ninety (90) miles in length. As stated above, the line will be reconstructed on an existing rail bed
and includes approximately 30 miles of track and most bridges and trestles still in place. This 30
miles of track, as well as the bridges and trestles, will be rehabilitated to FRA ©  1ss 4 track
standards. V.S. Brookings at 294. This leaves approximately 60 miles of track to be fully
reconstructed and brought up to FRA Class 4 track standards. /d. Under Board precedent,
applying § 10505(a) in analogous circumstances, Tex Mex and KCS assert that the current
transaction is of limited scope. See, The Elk River Railroad, Inc., -- Construction and Operation

Exemption — Clay and Kanawha Counties, WV, Finance Docket No. 31989, (ICC served May 21,

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

found to be limited in scope). See also Ozark Mountain Railroad — Construction Exemption,




Finance Docket No. 32204, (ICC served Feb. 10, 1993) where the Commission found that the 75
mile construction project met the section 10505 [now section 10502] exemption criteria as a
threshold matter."”

Most importantly, Tex Mex and KCS believe that the construction of the rail line
proposed herein is of limited scope because it involves the reconstruction and reactivation of a
previously abandoned rail line on an existing rail bed and includes almost 30 miles of track, as
well as bridges and trussels still in place. Additionally, as shown on the attached map which
follows this page, the proposed rail line is to be located within a fairly limited and defined
geographic region of Texas. As a result of the limited construction area and the fact that the rail
bed has been previously disturbed, there will be only minor impacts resulting from construction
of the rail line. Accordingly, Tex Mex and KCS respectfully submit that these facts support a

finding that the proposed construction is limited in scope.

Regulation is Not Needed to Protect Shippers from the Abuse of
Market Power

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

that regulation is not necessary in order to protect shippers from the abuse of market power.
Nonetheless, such a finding can be made. And in the event that the Board does not find that the
transaction is limited in scope, the Board must find that regulation is not needed to protect

shippers fro~ abuse of market power. In fact, the reconstruction of the Rosenberg to Victoria

Tex Mex and KCS acknowledge that the Ozark proceeding ran into various other
p:oblems which ultimately warranted more detailed scrutiny than an exemption affords
Nevcrtheless, the threshold as determined in Ozark has been met here. More importantly, since
this construction exemption is being filed as part of a larger evidentiary submission for additional
remedial conditions, a plethora of detail has already been provided to the Board.




rail line is desigr~d to introduce and enhance rail competition in the delivery of products in

Texas and the NAFTA market.

By enhancing competition between rail carriers, regulation is not needed to protect
shippers from the abuse of market power since market power results from the lack of
competition, whereas the proposed project here 15 designed to increase competition. The test of
abuse of market power was included in § 10502 in order to assess whether deregulation could
result in hann to shippers who lack competitive alternatives. In this case, the construction of the

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

the long term viability of Tex Mex. As just one example, in a March 19, 1998 statement’® by

Shell Chemical Company (“*Shell”), Shell states that *“[W]e believe that establishment of the Tex
Mex as a permanent presence in the Houston market will be an in portant contribution to the
efforts to address the long term needs of Houston shippers.” Importantly, Shell has utilized the
Tex Mex under the Board’s emergency service order and would like to have the right to use Tex
Mex permanently. As such, Shell supports the Board’s granting Tex Mex authority to
reconstruct the Rosenberg to Victoria line in order to increase capacity and improve efficiency

for Tex Mex movements which will enhance rail competition.

B. THE EXEMPTION TO CONSTRUCT SHOULD BE EFFECTIVE ON
COMPLETION OF THE BOARD'S ENVIRONMENTAL ANALYSIS

Tex Mex and KCS propose that the Board grant the requested exemption authority to Tex
Mex subject to completion of the environmental review. Tex Mex and KCS understand the need

of the Board to give appropriate consideration to the exemption sought herein. Tex Mex and

A copy of the Shell statement is included in TM-7/KCS-7 along with copies of numerous
other shipper letters in support of the Tex Mex/KCS plan received to date.




KCS also recognize the requirements set forth in the regulations at 49 C.F R. § 1105 for the

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

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

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

environmental review will be completed as soon as feasible.

Tex Mex and KCS submit that the issuance of the construction exemption at this time
with the effective d..te to coincide with the completion of the Board's environmental review is in
accord - .th the law. See /llinois Commerce Commission v. Interstate Commerce Commission,
848 F.2d 1246 (D.C. Cir. 1988); Chicago and North Western Transportation Company --
Construction and Operation Ex-mption-- City of Superior, Douglas County, W, Finance Docket
No. 32433 (ICC served May 11, 1994); Burlington Northern Railrc 1d Company -- Construction
and Operation Exemption -- Macon and Randolph Counties, Missouri, 9 1.C.C.2d 1161 (1993),
Southern Gulf Railway Company -- Construction Exemption -- In Calcasieu Parish, LA, Finance
Docket 32321 (ICC served September 9, 1993); Aroostock Valley Railroad Company--
Construction Exemption--Aroostock, County, ME, Finance Docket No. 32030 (ICC served April
28, 1992); Sioux & Western Railroad Company--Construction Exemption--Charles County, MO.,
Finance Docket No. 32016 (ICC served March 25, 1992); Joppa and Eastern Railroad Co. -
Construction Exemption - Joppa, Il., Finance Docket No. 31656 (ICC served July 5, 1990);
Southern Electric Generating Company -- Petition for Exemption -- Construction of a Rail Line
in Shelby County, Alabama, Finance Docket No. 31498 (ICC served September 19, 1989); and
Lowisville & Jefferson Riverport Authority and CSX Transportation, Inc. -- In Jefferson Ciiy,

Kyv., Finance Docket No. 31136 (ICC served December 22, 1987).




EXPEDITED CONSIDERATION REQUESTED

Tex Mex and KCS respectfully request the Board to issue an order exempting the
construction of the rail line proposed herein as expeditiously as possible. Tex Mex and KCS
respectfully urge the Board to issue an order exempting the construction proposed herein as soon 2s
feasible, but delay its effective date until the Board has completed its environmental evaluation.

CONCLUSION

For the foregoing reasons Tex Mex and KCS respectfully request the Board to issue a

construction exemption sought herein for the for Tex Mex to reconstruct and reactive the

Rosenberg to Victoria line, as expeditiously as possible, with the effective date to coincide with the

wompletion by the Board of its environmental review.

Respectfully submitted,

Richard P. Bruening

Robert K. Dreiling

114 West 11th Street

Kansas City, Missouri 64105
Tel: (816) 983-1392
Fax:(816) 983-1227

// ( /
Kichard A. Allen Jo%.-Molm ;

John V. Edwards William A. Mullins
ZUCKERT, SCOUTT & RASENBERGER, LLP Sandra L. Brown
Suite 600 TROUTMAN SANDERS LLP
888 17" Street, N.W. 1300 I Street, N.W.
Washington, D.C. 20006-3939 Suite 500 East
Tel:  (202) 298-8660 Washington, D.C. 20005-3314
Fax: (202) 342-0683 Tel: (202) 274-2950
Fax: (202) 274-2994
Attorneys for The Texas Mexican Railway
Company Attorneys for The Kansas City Southern
Railway Company

March 30, 1998
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BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33568

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND
THE KANSAS CITY SOUTHERN RAILWAY COMPANY FOR
EXEMPTION FROM 49 U.S.C. § 10901 TC CONSTRUCT AND OPERATE
A RAIL LINE BETWEEN ROSENBERG AND VICTORIA, TEXAS

VERIFIED STATEMENT
OF
DAVID W. BROOKINGS
My name is David W. Brookings and I am Vice President and Executive Representative

of Kansas City Southern Lines, Inc., the immediate parent company of The Kansas C ity Southern

Railway Company (“KCS"). My business address is 114 West 11" Street, Kansas City, M. ssouri

64105. In my capacity, I provide expert engineering consultation to the railroad subsidiaries of
Kansas City Southern Lines, Inc. I have held my current position since September, 1996. Prior
to being appointed to my current position, I served as KCS’ Vice President and Chief Engineer.
In all, I have been employed by KCS, and now its parent, in railroad engineering jobs for .nore
than twenty-five years, starting as a Bridge Engineer in September, 1972, an Engineer of Track
between 1985 and 1986, Chief Engineer from 1986 to 1992, and Vice President an¢ Chief
Engineer between 1992 and 1996. In these capacities, | have had significant experience with the
design, layout, and construction of railroad lines and the rebuilding and rehabilitation of lines.
When KCS acquired the MidSouth railroads in 1993, | was responsible for the planning and
implementation of a significant upgrading of MidSouth’s line between Shreveport, Louisiana and

Merndian, Mississippi to create a compe=ritive rail link for traffic to and from the Southeastern




United States. [ also was involved in due diligence leading to purchase by KCS’ indirect parent,

Kansas City Southern Industries, Inc. (*KCSI™), and its partner, Transportacion Maritima

Mexicana, of the privatized Northeast Rail Line in Mexico (“TFM”). Since the acquisition of

TFM’s line, I have provided professional consultation with respect to rehabilitation and
maintenance of way on its lines. All of this work has required my development of projected
costs of construction and rehabilitation of rail lines, for both budgetary and financing purposes.

I graduated in 1972 from Louisiana Tech University with a Bachelor of Science Degree
in Civil Engineering. I ~m registered as a Professional Engineer in the states of Missoun and
Louisiana. My professional affiliations include the American Society of Civil Engineers and the
American Railway Engineering and Maintenance-of-Way Association. [ have submitted
previous testimony, through verified statements, to the Interstate Commerce Commission in
Finance Docket No. 32000, Rio Grande Industries, Inc., et al. — Control — Southern Pacific
Transportation Company, and in Finance Docket No. 32167, Kaasas City Southern Industries,
Inc., ei al. — Control — MidSouth Corporation, et al.

My purpose in this Verified Statement is to set forth my expert estimate of the costs
relating to the reconstruction/rehabiiitation of the SP’s old Wharton Branch line, running
between Rosenberg, Texas and Victoria, Texas. [ was asked to develop these cost estimates as
evidence supporting the “Joint Petition of the Texas Mexican Railway Company and The Kansas
City Southern Railway Company for Imposition of Additional Remedial Conditions Pursuant to the
Board's Retained Oversight Jurisdiction” (TM-5, KCS-5, filed February 12, 1998, in Finance
Docket No. 32760 (Sub-No. 21), hereafter referred to as the “Joint Petition”). This Verified

Statement is offered in support of that Joint Petition. [ have not included in my estimates the cost




of acquiring the right of way of the line. I understand that that evidence is being provided by
another witness.

As preparation for my cost estimate, [ physically inspected the line in question. In my
inspection, I looked at the state of repair of the line where it was still in place and, where it had
been removed, | examined the state of the road bed with an eye to riecessary grading and
vegetation removal and fill that might be required to accommodate a rebuilt line. Because the
line which has been removed was in place as recently as 1996, I found that only minimal
earthwork is required. Of course, new ballast would need to be applied, but that is true of the
entire line. I also looked at grade crossings to determine their likely need for replacement or
repair. In most cases the public grade crossings will need to be rebuilt and the appropriate
signage or grade crossing warning protection installed.

The reconstruction/rehabilitation of the 88-mile former Southern Pacific line between
Rosenberg, Texas and Victoria, Texas would be performed by railroad track contractor(s). I
anticipated that this rail line, which is predominantly tangent and level, will be reconstructed to
FRA Class 4 track standards to allow for 59 MPH freight train speeds. The track structure will

consist of 88 miles of continuous welded rail on timber ties and crushed stone ballast.

Approximately 300,000 tons of ballast will be required. The rail will be new 136-pound rau,

welded with electric flash butt welds into quarter-mile strings and field welded together. The
289.250 timber ties will be 7 x 9" x 9°-0" creosoted oak or hardwood ties spaced on 19-1/2"
centers and the stone ballast will be graded between 1% " and %". Matenal fcr the subballasi
will be screened for particle sizes of 2" and under. Finally, I have included an estimate of the

cost of installing CTC signalization on the line.




Once the track is in service, it is anticipated that four (4) maintenance personnel would

perform required repairs and inspections. One supervisory personnel would perform track
inspections and grade crossing protection inspections, while a 3-man section gang would perform
all nec=ssary maintenance functions. The annual operating expenses for maintenance activities is
estimated to be $355,000

The estimated reconstruction/rehabilitation cost of the 88-mile segment from Rosenberg
to Victona, exclusive of the right-of-way cost, is $57.5 million. Total construction time will be 6

to 9 months, depending on weather conditions.




VERIFICATION

STATE OF MISSOURI

COUNTY OF JACKSON

I. David W. Brookings. being first duly sworn, upon my oath state that [

have read the foregoing statement and the contents thereof are true and correct as stated.

David W. Brookings

Subscribed and sworn to before me this 2 E day of March, 1998.

(1 18—

y Public

My Commission Expires:
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FINANCE DOCKET NO. 33568

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND
THE KANSAS CITY SOUTHERN RAILWAY COMPANY FOR
EXEMPTION FROM 49 U.S.C. § 10901 TO CONSTRUCT AND OPERATE
A RAIL LINE BETWEEN ROSENBERG AND VICTORIA, TEXAS

VERIFIED STATEMENT

OF

DAVID M. LEWIS




BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33568

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND
THE KANSAS CITY SOUTHERN RAILWAY COMPANY FOR
EXEMPTION FROM 49 U.S.C. § 10901 TO CONSTRUCT AND OPERATE
A RAIL LINE BETWEEN ROSENBERG AND VICTORIA, TEXAS

VERIFIED STATEMENT
OF
DAVID M. LEWIS

My name i1s David M. Lewis. | am a Texas state certified real estate appraiser and
consultant. My business address is 952 Echo Lane, Suite 315, Houston, Texas. | have more
than 35 years experience in real estate appraising. [ have provided expert consultation on real
estate values for a variety of purposes, including litigation and, specifically, condemnation
actions. [ have served as a consultant and an expert witness in over 500 condemnation cases.
My experience and qualifications are more fully set forth in the Appendix to this statement.

[ was asked by an attorney retained by The Kansas City Southern Railway Company
(*KCS") and the Texas Mexican Railway Company (“Tex Mex”) to provide an estimate of

the acquisition costs that KCS and Tex Mex would have to incur if they were to acquire the

Southern Pacific Transportation Company 100 foot right-of-way' extending between

Rosenberg and Victoria, Texas, a distance of approximately ninety (90) miles.

Although the right-of-way is generally 100 foot in width, at certain points the right-of-
way 1s a greater width to accommodate such adjunct rail structures as depot buildings and
passing storage tracks.




[ have determined that the right-of-way to be acquired consists of approximately
1.200 total acres. I have based my estimate of the land cost upon comparable land sales
activity in the vicinity of the railroad route. The railroad right-of-way is situated in the
counties of Fort Bend, Wharton, Jackson, and Victoria, Texas. [ have obtained records of

sales of comparable properties within the last five (5) years in these areas. From these

comparable sales, | have determined the purchase price per acre. I then applied that

calculated per acre price to the total acres in each comparable right-of-way parcel to
determine an estimated price. | have based my estimated costs for title opinions, surveys,
legal expenses, expert witness fees, and court costs upon my many ears of experience in
providing consulting and opinion testimony in more than 500 condemnation cases.

The total estimated cost for the entire right-of-way acquisition is $8,000,000.00.




David M. Lewis, CRE, MAI, SRA

Biographic Data

David M. Lewis is a state certified (Certification No. TX-1321307-G [exp. 6-30-99]) real
estate appraiser and consultant, headquartered at 952 Echo Lane, Suite 315, Houston,
Harris County, Texas. Born in Houston, Texas in 1937, Mr. Lewis attended public
schools before entering the University of Houston and graduating with a business degree,
majoring in real estate economics and finarcce, in 1958. He served in the US Army

Infantry upon graduation.
Employment

While attending college. Lewis worked part-time as a real estate broker for his father.
Upon leaving the armed services with an honorable discharge, he was employed by the
Federal Housing Administration serving 18 months as a staff appra.ser. In 1962, Mr.
Lewis started his own valuation and consulting practice, which he has headed for the last

35 vears.

Scope of Professional Assignments

Mr. Lewis’ consulting assignments have included acquisitions/dispositions, asset
management, development/redevelopment, expert witness, facilities planning,
financing/joint ventures, \nvestment analysis, land assembly, lease negotiation,
location/relocation analyses, management counseling, property management, real estate

valuation, economic feasibility, and market studies. His work has involved all types of
real property, including but not litnited to commercial, industrial, historical, and special

purpose.

From 1972 to 1975, Lewis served as a member of the City of Houston Planning
Commission.

Specific assignments of interest include acting as real estate consultant to Texas Eastern
Corporation (1974-76) in the acquisition of 36 square blocks in the Central Business
District of Houston, Texas and the leasing of II Houston Center, a one million square foot
office building. Lewis acted as coordinator between engineering, marketing,
construction, and planning and headed the leasing team for both retail and office.

Mr. Lewis served from 1978 to 1980 as managing local consultant to the City of Houston
for the purpose of appraising the City of Houston (for ad valorem tax); over one million
parcels of property. Upon completion, Lewis served as a founding member of the Board
of Directors of the Harris County Appraisal District with ultimate responsibilities for the
appraisal of all properties in Harris County.




In 1992, Mr. Lewis acted as a consultant and headed the negotiating team for
Metropolitan Transit Authority (Metro) in the purchase of 158 miles of transportation
corridors from Southern Pacific Railroad Company.

In a 1993 address to the Section of Natural Resources, Energy and Environmental Law,
Litigation, and Real Property of the American Bar Association, Lewis spoke on
“Environmental Considerztions and the Elements of Value Affecting Real Property,”
including such concerr.; as remediation, cost to correct, reduced marketability and stigma.

Lewis has acted as development, transactional, valuation and market damage consultant
on such varied environmental questions as clay mining, pipelines, underground gas
storage, nesting bald eagles, endangered species, wetlands, asbestos, leaking storage
tanks, air, soil, subsoil and ground water contamination, electromagnetic fields and
polybutylene plumbing.

He has been qualified and testified as an expert witness in environmental lawsuits and
was quoted by Fortune Magazine’s December 31, 1990 issue on damage by stigma
resulting from electromagnetic fields.

Professional Affiliati

Mr. Lewis is a member and past national governor and Gulf Coast chairman of the
American Society of Real Estate Counselors (CRE) and memb - and past President of the
Houston Chapter Appraisal Ins.tute (MAI SRA). He is also a member of the National
Association Realtors, Texas Association of Realtors and the Houston Board of Realtors.
A former member of the Houston Archeological and Historical Commission.

Mr. Lewis’ interest in furthering real estate education has brought him to lecture on real
estate economics and valuation of both the University of Houston (1965 through 1978),
the American Institute of Real Estate Appraisers, and the Society of Real Estate
Appraiser (1967 through 1982).

G | Busi \ffiliati

Member American Society of Real Estate Counselors (CRE)
National: Communications (1982-83), Government
Affairs(1982-82), Member, Membership Development
Committee (present).
National Chairman, Chapter Activities Committee (1989-91)
Houston Chapter: Secretary/Treasurer (1988-89)
South Coast Chapter: Chairman (1990-91)
National: Member - Board of Governors (1992-94)




Member

Member

Member

Member

Appraisal Institute (MAI) (SRA)

Houston Chapter: President (1968), Secretary (1966)
Treasurer (1965), Director (1965-69)

National: National Education (1980), External Affairs (1981),
Professional Relations (1981), Regional Professional Standards
Panel of the Appraisal Institute (1990)

Houston Bozrd of Realtors
Chairman of Education Committee (1975)

Texas Association of Realtors

National Association of Reaitors

Associate Member Urban Land Institute

Co-Managing Partner Historical Re-Development of Majestic Theater,

Broadway style theater in San Antonio, Texas (1983-Present)

Member of the Board Small Business Development Corporation (1997-)

Founding Member of Board Harris County Appraisal District (1980-82)

Former Member of Board City of Houston Planning Commission, (1972-75)

Former Vice Chairman of the Board of First American Bank and Trust
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VERIFICATION

STATE OF TEXAS
COUNTY OF HARRIS

I, David M. Lewis, being first duly sworn, upon my oath state that 1
have read the foregoing statement and the coments thereof are true and correct as

7

David M. Lewis

stated.

Subscribed and sworn to before me this i:z day of March, 1998.

Notary Public 7 '




BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760 (Sub No. 21)

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

OVERSIGHT PROCEEDING

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND THE
KANSAS CITY SOUTHERN RAILWAY COMPANY FOR IMPOSITION OF

ADDITIONAL REMEDIAL CONDITIONS PURSUANT TO THE BOARD’S RETAINED
OVERSIGHT JURISDICTION

SHIPPER AND

GOVERNMENTAL STATEMENTS
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AMERIPOL SYNPOL CORPORATION

March 17, 1998

M. Vernon A. Williams, Secrstary
Surface Transpoctation Board
Suite 700 i

. 1928 K Sweet, N.W.

Washington, DC

RE: Finance docket No. 32760 (Sub-No. 21), Unior Pacific Corp., et l!--Cot*trol & Merger -
\ Southern Pacific Rail Corp et a Ovemsight Proceeding

Dear Secretary Williams:

I am writing on behalf of Ameripol Syapol Corporation to advise you of ous
Mexican Railway Company's (Tex Mex) and Kansas City Southem Railway
plan for the Houston area. Specifically, Ameripol Synpol supports ncutral swi
dispawching in Houston as well as additional measures aimed at obtaining cffici
2nhancemant in Houston

Ameripol Synpal Corporation is a Delaware corporation with beadquarters |
Texas. Along with its wholly owned subsidiaries, Engineered Carbons, Inc.
Polymers, Ameripol Synpol Corporation is the world's largest manufacturer
rubber and s major manuficturer of carbon black and SBR latex. Amstripol
services a worldwids market with consolidated annual sales in the range of $5
customers include many of the world's largest tire, industrial product and
companies. We have five plants in Texas and North Carolins and employ
people. Our Port Neches, Texas plant has been producing synthetic rubber si
privately held corporation, we do not publish financial ststement.

Our production renuirement includes 15-20 rail hopper cars of carboa black per month. Shipments
originate Laredo. Texas with final destination, Port Nechas, Texas routed Tex Mex| Beaumont KCS
We use Tex Mex/KCS for moving this traffic out of Mexico and i xto and out of Ho . Currently,
uansii time is 14 days. The Tex Mex/KCS service is essentud o our tion nasds. Ia
addition, the trackage rights granted to Tex Mex in the UP/SP merger are vital taour operations.
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|
|

Homer.thehmdmUmilnonewnldilpmhima:mwhiuhﬂomm.ulﬂuﬁmﬂm‘{‘u
Mex docs not have yard space or sufficient infrastructure, makes it impossible for| Tex Mex/KCS w
provide the integral service and competitive alteraatives we nesd. mméuwmru
Mex need to be improved, changed and troadened and Tex Mex/KCS need th be permitted w
increase their infrastructure in the Houston ares so that Tax Mex/KCS can provide more efficient
and competitive rail service for our taffic. Importanty, Tex Mex/KCS has s

of service for both big and sma!l skippers into and out of the Mexican market. ional trade
routs such as Tex Mex/KCS's through south Texas be preserved and permiced %o prosper.

The current rail service crisis in south Texas is monumental. The Surface on Roard
(Board) has righrfully recognized UP's inability to solve the problem, at least jz (he short term,
through the Board's implementation of their Emargency Service Orders. la even UP has
recently admitted publicly that its service in south Texas is not back 10 normal and that UP will co
longer attempt o predict whan normal service will retum.

Our Company has been and continues to be hurt by UP's problems. We need than & short-tenu
fix. We nced s long-term solution 10 the service problems in south Texas. Ameripol Synpol
Corporation believes that the implementation of the Tex Max/KCS proposed plan for south Texas
which includes neutral switcting and neutral dispaiching in Houston, is essential 10 o long-term
solution. In addition, we belicve that Tex Mex and KCS must be permitted, 10 increase their
infrastructure in the Houston area i order to provide mare efficient and competitive rail service for
our eraffic.

As a Texas shipper, we ais0 undersiand the importance of ensuring the continubd and expanding
gowth in trade throughout the NAFTA corridor. [mportantly, we believe ensuring the
continuation of an effective competitive alternative in south Texas is key 15

competitive succoss of the United Staies in NAFTA trading, The Tex Mex/KCS

foster these goals.

|, Michaei L. McClintock, state under penalty pf perjury that the foregoing is| truc and correct.
Further, | centify that [ am quelified ta file this statement on behalf of Ameripol S i
executed on March, 17, 1998.

M. L. McClintoc
Corporste Traffic M

WBV:MLM:ldr (801 | MLM.WPD)




MAR-27-38 1E 48 FROM:KC SOUTHERN

ID: 6169831418 PAGE 25727
8

INTERNATIONAL

March 10, 1998

Mr. Vernon A. Williams, Sccretary
Surface Trunsportation Board
Suite 700

1925 K Street N.W.

Washingtoa, D.C. 20006

Re:  Finance Dockes No. 32760 (Sub-No. 21), Union Pacific Corp., ¢t. al. -- Comrol &
Merger -- Southern Pacific Ral Corp., et. al. Oversight Nroceeding

Dear Sccretary Williams:

| am writing on behalf of Axis International tn advise you of our support for neutral switching and
acutral dispatching in touston, as well as additional mcasures aimed at obtaining efficiency and
capacity enhancements in Houswon

Axis Interational is a Houston-based NVOCC with primary trade lancs in Southeast Asia, tae Fur
Past, and Australia. As such, much of the frcight we handle is moved via rail out of Houston to the
Wesi Coast.  However, the rail service crisis in South Tcxas has caused considerable disruption 10
the services Axiy provides to its cusiumers.

The Surface Tragsportution Board (“Boazd™) has recognized UP's inability (o solve its problemy in
the short term with ity implemeatation of ity Pmergency Service Orders. However, UP cannot
predict when it will resume norma! opcrations, and our customers will continue to suffer uatil a long
term solution is implemented.

Axis believcs that the implementation of ncutrsl switching and acutral dispatehing in Houstor is
csserial (0 & long term solution. [n widition, competing railroads must be permitted (0 increase their
infrastructure in the Houston area in order to provide more efficient and competitive rail service.

1, Petcr Van Fitcn, stale under penalty of perjury that the forepiuismand correct. Further, |
certify that | am qualificd to (ile this statcment on behalf of Axis International, exacuted this 10th
day of March 1998.

Sincerel
Peter Van

President
Axis Intcrational

M
650 N. Sem Houston Pkwy East E-mail| sxis@axisiny.com Phone| 201.820.5200
Suits 520 Webd| hitp://sxisinti.com Fax| 281.020.5252
Houston, Texss 77080 Toll-Fres|800.377-1348

T00"aN Z0:41 9616-624:Q! NE3HINOS ALID SHSNuX
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Bareco Products
George A. Angerson

) .."ﬂ‘..'..'

Secretary

Finanece Docket No. 32760 (Sub No 21), Union Pacific Corp., ot al.
Control & Merge - Southem Pecific Rall Com., eta!. Overaight Proceeding

Dear Seorwtary Wilkame:

!nwmmbﬁaldmwuabmhomdw of Texss M- 4

Ralway Company's ("Tex Mex') and Kaneas Southemn R:':l’ym 'muan

plan fc'tdt_h Hou::t:n e, &-:.flc:: Bareco ucts supports neutra; and
BpEich X 8 s0dibhonal measures mmee oy

wm Mln ' obtaining effiisncy

Bareco Products, a Pennzoll / Baker
and synthetic

Hmm,mwmmummmdm or switching in Housaton, ang the fact

Mfuuudo.ndh-nymwumm malkes &

- o . WMM impoenicis
ﬁmwb'_muumubhmm.w
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Surfeco T
Merch 16, 1908
Page Two

xmmn!,mmthTmpi:mm. The
N "Board") has ry hifully recognmed U Inability

shnl lawmn, Unuugh U’: Bosnd's anplementation of the
mwmmmmuymmm
wMUPuﬂmbm&mhmm

A. Anderson, suummotmummbmoino 8 trus and comect.
Bareco Products,

i, Gearge
Futher, | “lmq“?aﬂbthde
m:ﬂ’,m 18, 1868 ‘

Singerely yours,

;&,?L,M
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Vi Suiiding Products Greup

B YA S

Certaireed B

March 12, 1988

Mr. Vernon A. Williams, Secretary
Surfacs Transporiation Soard
Suite 700

1925 K Streat, NW.

Washington. D.C. 20008

Re: Finance Docket No. 32760 (Sub-No.21), Union Pacific Corp..
& Merger ~ Sauthern Pacific Rall Corp., ot 8, Oversight P

Dear Secretary Williams:

| am writing on behal of CentainTeed, Corporation, Sulphur, LA, o
mmmummmamewmmm.unl
measures aimed at obtaining efficiency and capacity enhancements in

CertainTeed produces 450 million pounds of poly viny! chioride (PVC, stics) per
year, which is shipped to 6 differert CertainTeed locstions:

|
t
Grinnall. IA Jackson, MI McP herson, KS, Wacp, TX
Williamepert, MD  Soclal Circle. GA |

We ship about 260 cars a yesr L. the Grinnel! plant 375 to the Jackson plant, 580
ﬁameﬂ!hNMﬂm”ﬂb“Mﬂmmmw
450 1o the Social Circie, GA, plant. Grinnel), McPherson and Waco are gerviced by
Union Pacific. Dmbmmdem.MnManMonbr
CertainTesd. |

mmtmbynmnpoﬂowhummmimlwmdMnd
appraxmataty fve million dollars.

The rai! service crisis in south Taxas is monumental. The Surface Transportation Boerd
("Board™ has rightfully recognzed UP's inability 1o soive the problem, ot least in the
short term. through the Board's implementation of their Emergency Service Orders. In
tact. sven UP has recently sdmitied publicly that its service in south T is not back
to normai and that the UP will no longer attemg: to predict when normal will
retum. =
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Mr. Vernon A. Williame, Secretary
Surface Transportation Board
March 11, 1088

Oumpmvh.honundcmﬂnmburnnbyUP’lmm.m more
m-mmmv\nnud.mumMmummm in south
T.u.commndwmnmmdmmmm
Whghmmummammom.hm.m
ww-mumnmmmmmnuum-hm
Opnvihmm-\dmmmmmmm

nammmMWMWMhTom.nMUMMN
cm«mmmmmmm in trads thraughout the
NAFTA comidor. importantly, we believe that ensuring the continuation of an effective

MWU\MTﬂ.bWbumwh‘
succass of the United States in NAFTA trading. Neutral switching, %m
nmmmmuwmfwmm thess
goais. i

i, Nancy C. Wease, state under penalty of perjury that the foregoing is te and correct.

Fumor.larwmalmquumuabmwmw:! Teed
jon, Viny! Building Products, Sulphur, LA, exscuted on this day, Thursdsy.
March 12, 1908

Sincsrely yours, A

Nancy C. Wease
Traffic Manager
CertainTead Corporation
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CITGO Petroleum Corporation
TRANSPORTATION DEPARTMENT

March 18, 1998

Mr. Veman A. Willisms, Secretary
Surface Transportation Board
Suite 700

1925 K Street, N. W.

Washington, D. C. 20006

Re: Ficance Docket No. 32760 (Sub-No. 21), Union Pacific Corp., et al. - Cantral &
Merger - Southern Pacific Rail Carp., et al. Oversigit Proceeding

Dear Mr. Williams:

1 sm writing on bebalf of CTTGO PETROLEUM Carparstion, to advise you of
our support for ncutral switching and neurral dispatch in Houston, TX. As well as
additiona) measures auned at obtaining cfficiency and capacity enhancements in Housron.

As the Corporaze Transportation Operstions Manager for CITGO Petroleum
Corparxtion, | am respoanbie for the coordination and arrangements for tank car
shipmenss for CITGO. CITGO Petroleum Corparanios is s domestic petroleum refining,
MMWmmsmmm6mwunnm
facilities, ownership in 52 product terminals aad a supphier of motor fuels to mare than
13,000 independext CITGC branded outlets. CTTGO'S largest refinery is locaed naar the
Houston ares in West Lake Chuaries, LA. Securing compettive mil service is essennial 10
ow ability to effectively service our customers as well as develop new market

Our company bas been and contimes to be hurt by UP’s service problems. We
need more than a short term fix. We oeed @ Jong texm solution 1 the service problems in
mrmxmywmsmwmmmmmmeramm
1t full local service acoess in the grestr Houston ares oo & permanent basis. Full access
would provide for 8 viable thixd rail competitor 13 Houstoa that could oonuect with other
cmrriers in Besumont, mcluding the Union Pacific, BNSF, and The Kansas City Southarn.
Competing railroads rmst be permittad to iocxease their mfrastucture in the Houston srea
in order to provide more cfficient and competitive rail service for our traffic.
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Maﬂﬁmc@ymm.mwhw«m
the continued and expanding growth in trade throughows the NAETA coaridor.
w.nmmmmmammwn
MwhmeummwmﬂthmdeM
SmuinNAFTAMnc.Nm:mmmmndm
mwmmmmmmmm.

LTmyBumy,mm&mhydehMMhmm
correct. Further, I certify that | am qualified 10 file this statement oa behalf of CITGO
Patroleum corporstion, executed on March 18, 1998.

16727
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12450 Greenspomnt Drive, Suite 1260
Houston, Texes 77080-1916

(281) 874-2102 FAX (281) 874-2107

February 18, 1998

NAFTA Railway

501 Crawfecrd, Room 317
Hous:-on, TX 77002-2292
Gentlemen:

Please, please, please, please get
Houstor another Class I rail competitor.

v.ry truly yours

John R. Partcn
President
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HUNTSMAN

March 19, 1998

Mr. Vernos A. Witlisms
Surface Traasportation Board
Sults 700

1928 K strest, N.W.

Washingsen, D.C. 20006

Re: EXPARTE NO.S73: (Seb-Ne. 21), Uniea Pesific Corp., ot al. - Contrel &
Moerger - Seuthern Pacific Rafl Corp., et al. Oversight Procesding

Dear Secetary Willams.

lnwﬁ;mwawm”ﬁﬁmduwmm
switching snd neutra! disparching in Houson, as wall as additional messures simed at
obtaining eficiency and capacity erhuncemants in Houston.

Huntsman is the nation's largest privately-heid chamical corapany with asnual sales
encesding S billion. We azrently ship in excess of thyee billion pounds per year vis radl,
with 20% of thas volume originsting on Union Pacific knes. Our annual rail Sreigit budget
(inchxding approximaty 30 cars’mo. to Mexico) exoseds 360 milllon. Many of cur
customers are equipped oaly to receive shipments via ral] where trucks and barges ere oot
sa opton.

The rail servios crisis in south Texas in mosumental. The Surface Transponasion Board
Muwmmdur'smmommmsu-hm
mnwum&w«uwwm In fet,
mWMMMMMh“hMTmmew
uﬂuﬂﬂml"vﬂlm”mnwﬂiﬂﬁmmﬂ“ﬁlm.

Hunteman has besn and continuas 15 be burt by UP’s problems. We need more than &
short term fix. Wowammdﬁmmhmmhmﬁ?m.
MMMMMdmmmMMh
Houstou s essential 10 & loag term solution. 1n sddition, competing relroads oust b
anoﬁiﬁmbhm“hmunﬂm
efficien and compentive ral service for our maffic.

As § Texas shipper of chamicals and plasics, we also understand the

importance of
mmm&mmmhmmmNWAW.
um.mmnummmwm effective competitive

HUNTSMAN CORPORATION
3040 Pem Osk Boulevard * Houssa, Taas 77056 © 713-135-6000 © Fax 713-235-6416

. “ON 0n: '
90°d¢ 100°ON 00:41 86..T wem 9616-62/:01  NNIHLADS 411D SHSNUX
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alternative in south Texas is key 10 our success and the competitive success of the United
Seases in NAFTA trading. Noutrsl switching, neml dispmiching and permitting
qdnm“mumwummm

memWMdmuuMhmwm.

m.xmuxmwnumwuwmm
on March 19, 1998.

Sincerely yours,

Duvid Purbir
Direcsor-Transportation & Logsiics
OP/ry

TOTAL P.@3
lC'd 100°ON 10:.T1 86..7 ¥bW 96716-624:01 N¥3KINOS ALID SUSNYM
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Re: FMasnce Docket No. 32760 (Seb-Na. 21), Unfen Pacific Corp., ot sl ~ Caatrol
& Mearger — Southern Pacific Rail Corp., ot 8. Oversight Procosdiag

Dear Secretary Willamns

lqmmwdmc«pmﬁon.nmmdumhm
switching and newutral dispatchmg in Houston, as well 89 additional measures sirued &
obezining efickency and eapacity enhancements in Houston.

Huntsman is the nation’s largest privately-hsld chemical cosapany with annual sales
ancesding $5 billion. We currently ship in encess of three bifion pousds per year vis nil,
wifh 20% of that volume originating on Union Pecific linss. Our snnual rail freight budges
(isctuding spproximately S0 cars/mo to Mexico) excesds 360 millicn. Maay of our
oustomers are equipped only to receive shipmaents via rail where truaks and benges are aot
an option.

Ths rail service crisis in south Texas in monumental The Surfacs Trunsportation Boasd
("Board™) has rightfilly recognized UP's ingbility 10 solve tho problem, at least i the
MmWhM’ob’Mdhmmm. In fact,
oven UP hes recently sdmitted publicly that its service in south Texas is not begk to
normal end that UP will no Ioager sttempt to predict when normal servics will retura.

Huntsmen has bess and continues to be burt by UP's problams. We need more than s
short tern fix. We nesd & long tarm solution t0 the servics ;rablams in south Teas.
Hosntsman belicves that tbe Ewplemastazion of neutral switching sod peutral dispeeching in
Houston is essential to & long term sohstion. In addition, sompeting reilroads must be
permitied to inerease their infrastructre in the Houston ares in order to provide more
cfSclem and competitive rall sevvice for our traflic.

As ¢ Taxas shipper of chemicals and plastics, we also uaderstand the importanse of

ensuring the comtimued and expanding growth i trade throughout the NAFTA corridor.
Lmponaatly, we believe that ensuring the continuasion of an effective compstitive

HUNTSMAN CORPORATION
3040 Past Oak Boulevard * Housmn. Texas 77056 ¢ 7132336000 * Fas 713-233-6416
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alternative in south Texas is key to our suocess and the competitive success of the United
States in NAPTA trading Neutral switching, neutral dispaishing and permitting
competing raliroads o inerease theis infrastructure will fostar thess goels.

1, David Paskin, stats under pemalty of parjury that the fhregoing is true and correct.

m.luw“lnquﬂdm!bﬂmnbﬂmm
on March 20, 1998,

w?uz_

)
M‘l‘w & Logistics
DPiYy

10TAL P.83
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LaRocue INousTrRes INC.

100 JO-MON FENIY WA N.E
AnanTa GA 3C362-170¢
180¢) 861030

Mareh 16, 1998

Mr.Veoon A. Williams, Secretary
Swface Transporution Board
Suise 700

1925 K Stext, N.W.

Washington, D. C. 20006

Re:  Pinence Docket No. 3260 (Sub-No. 21), Union Pecific
Cuxp., et al. - Control & Marger — Sothern Pacific Rail
Corp., et al Oversight Pracseding

Dews Secretary Williams:

| = writing oo behalt of LaAROChS industricy Lic., to advise you of our support of Texas
Mexicas Railway Company's ("Tex Mex™) and Kanses City Southers Rulway
Company's proposed plan for the Houston srea. Specifically, Lakocae Industries Inc.
supports neutral switching and seutrul dispadahing in Houaton, as well as additiona)
measures simed &t obtairing cfficiency and capecity enhansements in Houston.

Our company is & shipper ~f freight traffic iso Houston and Mexico from vasious
geographic regions. We have major plagts located in Lowsians, Missour:, Alabama,
Uvah and |/imois, and have shippod as many as 35 cars, par month imin Mexico. We ghip
over 11,000 caz loads, per year and use all the major rail carriers. We cuneptly do not
have the option to use Tex Ma/KCS on same of our shipramnty imo Houston ur Mexiro.
Howevez, if the Tex Mow/KCS plan is adopted hy the STB, we would use thelr scrvice
more. We bave some sbipments moving fom Louisisna 1o Mexico moviag vis KCS-
Bmont - Tex Mex through Laredo and service Das boem very good.

The casrrent rail service crisis in south Texss is mogumental. The Board has ngintully
recogruzad UP’s inabllity «w wolve the problam, at leass in the shost term, through the
Bowrd’s Implementstion of theit Emergency Service Ordars. In fact, even UP has
recently admitted publicly that ity service i south | @as is not beak 10 murwa! and the UP
will oo lungs: attempt 1o predict when normal sarvice will retum.

Our company bas been and contipues to be huxi by UP’s probloms. We nsed moee thaa »
chost teon fix W nead a long term solution to the service problems in south Texas
LaRoche Industries lne. believes that the implanentation of the Tex Mew/K(S proposed
plan fir south Texas, which includas neutral switching an neutral dispatohing in

EBECISBYOY 'ON XV dSNVLL "N M4 -IRI0YYT C5!S1 NOM 868-9)-MN
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Tlouston, is eseential t § long term golwior. In addition, we believe that corpeting
railroads, such a8 Tex Mex aad KCD, 75 te parmited to tnorosse tslr (alrusu uchae in.
the Houston ares iu urder to provide rors affi~ient sad compstitive rail service for our
traffic.

As & chipper, we al20 unjerstand the unportance of esuring the continued and expanding
g owmth in tade throughout the NAFTA comidor. (mportwatty, we believe tht casuring
ths continuation of an effsctive compstitive aliernstive in south Texas is key 0 our
sucoess apd the corapetitive suuoess of the Upited Stawes i NAFTA wading. Tho Tex-
Mre/ACCS proposed plap will foster these goals.

[, Dean W. DeVore, state unier penaity of perjury that the foregoing is trus and correct.
Furthe, ] certify that 1 am qualified to fils this statement on behalf of LaRoche Industries
[nc., executed on March 16, 1998.

Sincerely,

EBECISBYOY 'ON XV4

dSNWIL " HONNG ~ZRO0NV €9:S] NOM 88-B1-¥WN
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Mareh 20, 1998

Mr. vemon A. Wil ams, Secretary
Surrace Transporunion Bosrc
Sune 700

1628 K treet. N.V/.

washington, OC 20000

RE:  FINANCS Docket No 22760 (SubNC. 21), Lnion Pecific Corp , st al ~ Control & Merger -
Socuthem Pacinic Rail Corp. et al. Ovengm Procesding

Dear Secretary Willams.

| am writing on BONAN of Lycngel-CRgo Refining Company, Lia. (LCR), 10 8Gvise you Of dur Support of
Texas Mexican Reiway Comosny s (Tex Mex*) ana Kanses City Soutnem Railway company's prcposed
pian for e MOURON ares  Specificaly, LCR Suppoms NUtrsi Swiehing and neutrs! aisoetering In
FOUSton, as weil 49 BACTIONSI MEsSUres aimea &t oeining OMcienoy ana capacity enhancements iIn
Mouston

Cur company 1 currenty a shipper on the Tex Mex and KCS lines. We ship 24 000 and 27,000 gellon
reiiCars CONTE NING peLrcioum IWDNCatl iy products eil over the Unked Staies and Mexico. We currently
uSe Tex MOXKCS 70" moving shipments r end Cul ©f Houston. The Tex Mex/KCS servics is sssential
10 Cur LINPONALION needs i add'ticn Uhe treckage ngts granted to Tex Mex in the UP/P merger are
vial to our Operations.

However, L fact ingt there 18 NC Newral dispatching or Swiiching In Mouston, and the fact that Tex Mex
C0es Not Nave yara Space or BUMcent infrastructure, MaKkes t impossibie for Tex MeKCS to provide
e Integra! service 470 COMPOUTIV ANEMElives we need. The LECKage MgNts granted to Tex Mex need
10 Do IMprovea cnangea snd DIoedeNned; and Tex MexXCS nesd 10 b PermRisd 1o Increase their
INTRAUCIUNS In 1he MOUSTON area SC et Tex Maw/XC8 can provide more eMclert and competiive rall
service for Our traic. Imponanty, Tex Mex/KCS Nas 8 Droven commRment of servios for both big sno
SMak snhippers INt0 and out of the Mex!Can markel. Intemat'onal Irade roes such as Tex Mex/XCS's
through sout Texas muskk D8 Preserved 8Nd Fermitied (0 Prosper.

The oufrent rak §8rvice Crisis In Texas 6 Monumentsl. The Surface Tranaponstion Bosry (“Soard”) Has
AQRtUl'y recognizec UP'S INadiity :0 S0ive the propier, st ieast In the SNOR term, trough the Board's
IMpiementsnon of their EMergency Service Oraers ir 'act, sven WP NES MECRNLY sammed publicly that
s service in south TOXES I§ NGt DACK 'O NOMT8I ana thet JP will Ae longer snempt to preaict when
noMal 58/vice wil. Num,.

Qur company NES DEON BNO CONtiNLES 1O B8 NUM Dy UP's prodiems. We neea more than & Shom tarm 1x.
We reed @4 10N 1M EOILOCN 10 Ne SBrvice Prodiems in south Texas. LCR Delleves ha the
implementstion of the Tex MOX'KCS prcpased pian for S0uth Texss, which includes neutra: Switch ng
ana neutrl JISpAIININg 1N HOUSION IS 888ENUAI 10 8 IONG 10NT SOWTION. In aadition, we Deleve that Tex
Mex'KC8 Mus: be permited L0 INCreasd tNOIF INFrastructure In the Houston area In OrIer to provide more
eMCcont anc comgetitive ra!l 38rvios for our traMc.
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A3 3 Texss petroisum Iubrcating il shipper, we 250 understang the IMponance of esunng the
cominued and exprnding Qrowir r treoe throughout the NAFTA comaor. Impotanty, we delieve that
ensuring the continuation of an effective competitive sremstive In south Texas Is Kkey 10 Our success ang
the compat'tive success of the United Staies In NAFTA traging. Neural swiching, neutral igpathing
8nd permnting cometing Bliroads to INcruase their INragirLCIUre wiii foster thess goals.

Manager, Transportaiicn & Base O4 PUrchages
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March 20, 19688

NFVRER

Mr. Veman A. Wiiems, Secresry
Surface Transpcretion Boare
Sunhe 700

1628 K Street, N W

Waeshington, OC 20008

RE:  Fmence Docust No. 35700 (SUD-NG. 21}, Lnion Pacific Co.. o a!. - Comarot 4 Merper -
Souther Pacinc Ast Carp. a1 81. Oversigm Proceeding

Deer Socretary Willlams:

| aM wnung on DeNaI of Lyon3eil-Citgo MeNning Company Lw. (LCR), (0 sdvies you of our suppent for
NeUtrsi SWCNING 8rd Neutral CIBRAICNING In MOLSion, as wel: as addronsl messures simec g: obtaining
oMciencCy ang cape Ay snhancements In Mouston,

LC® ships 24,000 and 27000 gaiion reikces Containing petrcievm iutricating products all over the
United Btates ana \'exico.

TNE rBil S81VICE CN:ils 1D SO TEXAN I8 MONJMENts!. TNe Surface Transoonation Bosra (“Sowry™) hes
AGMTLIly r0C0gNIZeu UP's InabIiRy 1o 8OIve he provierr.. at keast In the short tor, through the Board's
Impiomenation of 1neir Emergency Service Cries n fact, even UP has recently admited publicly that
1S service In south Texas Is not Dack 10 normral ang that UP will nc longer attempt to prediot when
nomMmali service will stum.

Ou’ Company has oeen ang ¢cntin.es 10 be hunt Oy UP's problems. We nesd more than & short term fix.
Ve reec a iong Brm SOINlON (0 tne servics probieme if south Texas. LCR belioves that the
Impiemeriation of neuira! SwiChIng 8no newsrs! dispatsning in Mouston s essential to a long term
solution. In aaQIUon, competing raliroeas myst be PeMITiea (o increase thelr infrastructure In the
HOUSIoN 8res in OrCH’ IC Provide More eMeient anc competitive rall 3grvice for our tramic.

AS 8 Texas petroieum iupricating il shpper, we 81s0 uNGenKang the Mpornanoe of ensuring the
“onlirJea ang expanaing growtn In (rade Nrougnout tne NAFTA COIMKOr. IMponantly we belleve that
ON8uLrirg N6 coninuat.on of an effective ccrnpetitive anernative In SUtH TOX88 I8 koy 10 our success anc
the competitive sucosss of Me Un teq Staies In NAF™A Uaging. Neutral swighing, neutra! dicpatching
8nd peTILliNG CIMPRNNg ranNmads 10 Increase thelr INfraszructure will foser thess goais.

Manager, TransporaLion & Base C | PLrenases
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== Reagent Chemical & Research, Inc.

1300 POST QAK BLVD * SUITF 63C * HOUSTON. TEXAS 77088
GFFICF (713) 626-1643 = FAX (713) 963-0851

March 18, 1998

The Honorable Vermon A. Williams
Secretary

Surface Transportiation Board
1825 K Street, N.W.

Washington, D.C. 20006

Re: Finance Docket No. 32760 (Sub-No. 21), Union Pacific Corp.. et al
- Control & Merger — Southem Pacific Rail Corp., et 8l Oversight
Proceeding

Dear Secretary Williams.

| am writing cn behalf of Reagent Chemical to advise you of our support of
a proposal that calls for neutral switching and neutral dispatching In Houston, as
weoll @s addiional measures aimed at obtaining efficiency and capacity
enhanoements in Houston. :

Reagent Chemical is the largest marketer of Hydrochioric Acid (HCL) in
the United States. We cperate the largest private fleet of rubber lined tank cars
and tank trailers. The predominance of our production is in the Guif Coast and
60% of our customers are located in the Westem United States. We ship
approxmately 5,000 carioads and 8,000 truckicads of HCL annually in all areas
of the country.

The rail service crisis in the Gulf Coast is monumental. The Surface
Transportation Board (STB) has nghtfully recognized the Union Pacific's (UP)
inability to solve the sarvice prablem, at least in the shon term, and implemented
their Emergency Service orders. infact, the UP even recently aamitted publicly
that its service in the Gulf Coast is not back to normal and they will no langer
attempt to predict when normal service will retumn.

Our company has been and continues to be hurt by UP's problems. We
need more than a short-term fix. We need a long-term solution to the service
problems in the Gulf Coast. Reagent Chemical believes that the impiementation
of neutral switching and neutral dispatching in Houston is essential to a long-term
solution. in addition, competing railroads must be permitted 10 increase their
infrastructure in the Houston area in order i0 provide more efficient and
competitive rail service for our taffic.

80'd 100°9N [0:21 86.4Z7 ¥9k 9616-622:0° N¥3IHLNOS ALID SUSNU
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Mr. Vernon A. Witiams
March 18, 1998
Page Two

Reagent Chemical has always been a staunch supporisr of increesed rail
compelition in all areas of the Unitad States, but particulary along the Guif
Coast. Competition is the one factor that forces entities to perform at their
highest ievel of competence. Less or no competition allows companies to
provide whatever service they want at whatever they want to charge ther
customers, with little or no recourse by those customars.

|, Edwin E. Vigneaux, state under penaity of perjury that the foregaing is
true and commect. Further, | certify that | am qualified to fiie this statement on
behalf of Reagent Chemical, executed on March 11, 1998.

Sincsrely,
8.l L
Edwin E. Vigneaux
Traffic Manager

60°d TOC'ON Z0:4T  B86.42 duW 9616-622: 01 NY3HINOS ALI2 SUSNUN
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TESTIMONY OF GHELL OLL CONPANY AND
SHELL CHEMICAL

Shal) OF Conapeny and/ior Shall Covsioal Campany “tor sl and a5 agmt for Saell Ol
wwmm--mmiﬁ_--m“.
phluqn-ntytliilwihd-lihlv¢hl'lvﬂn4iﬁlh-l¢-(uunczglntnn
ulnc-.—ym-i‘-m“hh!hutmuh“tﬂw
lﬁlullllllullllflIlll'llythl|1llldlllllrli.lllllnctilltll-ulill
ofthe currest UP sarvies porfmanss ca our busisess wBis. |
mu-dmb-u—uh_uxum?mhhumnm
aovemmly inpected Shall's sbilty 1o mest he newdh of our casmers. Significux shipment delays
‘-il-t-a.mdiniauunh-nhuyucn-i-h-ln}u-u-u-timnnu-h-
ddliverie @ e requined abatitation, of sbatastialy highe eant altmuetive Tunspcrtition,
et ly s aavings. Puiuctem edacnies lasve sl ek advandy inpecnd, pemiing B
aupujmuulnunllnn-nculnlnnnlnl-nlhuphénd-dhitnum-n-t
paieslly, ol meppncn the fiowmg setias by € 8 §TB 1 Sulions e keplemmgsnee of the
plen put fxth by the Toar-Mex/K.CB, tmath of which i

|
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|
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|
1. The gractmg of permanere rights to the Tax-Mex to serve Houstan shipperc for both aerth and

ccuthbound movemants. This will provide the cartaisty Socasusy W juatify IEamnLce
Mnm“u—m-ﬁuuvfr-ldltd-bm
sirppers & vinbly eltmmativs cuirier an @ long Lo besa, sioing the compattive @vowmes [t
h-ﬂ*&mw“‘u‘d“d—-m
o, wiich 30 bpcstont e irmbla o v e, i bl
o muchet & importent @9 Houstan. Thess sre also comsr ' 6o posls of cur astiena! Rall
Tisupostasios Polioy, a8 S Stk i soion 10101 of tha 1T Tamenatiw Act of 1908, _

2. Camating Tendden scome ® the UP's Reath Yord, whichjis suvesiol t0 facilisstinn the eporation
car-«-.mm-&nun&xvﬁ—uuw
uamnmcm*“hm

3. Mondating the stablichunant of sarel diapetching in thngrasse Fouston aem, inchuding she
mmm-ﬂ‘-lh.w-nhﬁq;l“-dduddh
by ofl acrier. Thia wouid inchuds very aioas soraciey of e bucast UP-ONYF jca Yae oveaerstip
agrovmnt for (he formaar Southarn Pacfic Homson 10 Bastruont ae. {ffhase rivetn mactr
spiuzione do nat v wesiobsin, erdering the divesinery of e S Missuri Paoid: lise Gasn
Homsten 5 Bustmant 10 the Tue-béan daonid be stzcaly oun

4. Ordering the izvaived caeriaf o mplement  aatral owi aperation thag will sarvice as
—duﬂh—_-apﬁum&.r-i-um.mm
currsatly withont swy shalcs of carder. £

3. Puckating the tranal o the Tex-Max of he sbumdoned former Southaen Pacific o Tos fiom
Rosmburg m Vicenria, alang with ity comasobens ot beth aadh, 10 proviced inemasad aspecity Ead
zprvad afficiancy for Ton s oy batwems e Corpos Chrkati/Rabutows, T

Again, if 3 private ssctor agresmmt cemnct be reached. 3 andes shosl: s comeidesed
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March 20, 1998

Me. Vernon A. Williams
Secrewry

Surface Trunsportation Board
Suite 700

1925 K Street N.W.
Washington, DC 20006

Re: Finance Docket No. 32760 (Sub-No. 21), Union Pacific Corp., et al. — Comtrol & Merger -
Southern Pacific Rail Corp.. et ul. Oversight Procweding

Dear Secretary Williams:

I am writing on behalf of Solvay Polymers, Loc. to advise the STB of our support for neutral
switching and dispatching in the Houston srea. as well as additional long term measures aimed at
improviag the tiow of rail traffic iz and around Houston. The Tex Mex and Kansay City Southem
Rallway Compaanies’ recently mmdﬂuoﬂhtld\isoppomnlwmmaheww
some fonn.

Solvay Polymers is a wholly-owned subsidiary of Solvay Americs, Inc, and &8 member of the
warldwide Solvay group of companies. Our company munufacturcrs 2.4 billion pounds of high density
polyethylene (:IDPE) and polypropylenc (PP) plastic resin annually at our Deer Park, TX
mannfacturing facility. Our prncipal means of product distribution is by railcar. We operate 8 fleet of
more than 2700 privately owned covered hopper railcars. Since 100% of our plant’s production is
Joaded jnto railcars, we are wholly dependeat upon ruil service to sustain our manufactaring operstions
and to meet our customer's supply needs. We make more than 13,000 rail shipments anpually 1o more
than 90 ./ plastics processors located in every state, Canada and Mexico. Our succoss, and our
customers' continued operation, depcads upon relisble rail service.

w.mmnywmm-aorumuugumumawmmm
and with the Sﬁ.ﬂmdwmmmmpwﬁmwmlntMmbﬂmmchmm
the UP-SP ruil mergar. Now it is time for the S1H lo exercise its merger oversight authority by taking
action which will allow more campetition, neutral switching for all carvices and stiraulate the nocded
investment i rail inucastructure in the Houston ares. We strongly belicve that these throe are cssentisl
elcments of sny long terma solutian.

P1'd 100°3N S0:Z4F 86.¢C duMW
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Solvay Polymars continues to expericace additioral costs in exccss of $100,000 per month as &

direct result of the current mil scrvice problems. In spite of all cfforts tnken to date, rail scrvice

continues to deteriorate. We nced actions indingmlommmlwmmmwdda,oram
promises of recovery.

plastics shi wmmndhumm_ofcmdnmw
eqnnd.l:: min trade mm’;lzom the NAFTA eomdor an-?\. eflective and competitive
altematives in south Texas is key to our competitivencss in NAFTA trade.

I Mike Scherm, state that the foregoing is truc and correct. Further, 1 certify that { am qualified
to ﬁlnh.h statemens oa behalf of Solvay Polymers, fuc., executed on Mareh 20, 1998.

Sincerely yours,

Mike Scherm .
Director of Logistics and Customer Service

ST'd T00°ON S0:21  86.¢7 ddw 9€16-622: 01 N33HLINOS ALID SUSNUX
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C«7#17r 7/ !JHWOBTJ/)
Wltco Wiice Corparstioa

One Amaricen Lans
Qresawnd, CT 0681259
(303) 332-30%e

(203) 352-28M R

Jeim G. Besalin
March 18, 1988 Directur of | ogistion

The Honcrable Vemon A. Wiliams
Sacretary

Swurface Transportation 8oard
1925 K Street, NW, Room 711
Washington, DC 20423

RE: Ex Parta No. 573, Ra¥ Servioe in the wesfem United Stetes
Service Order No. 1518, Jaint Petition for Service Order

Deer Secretary Williams:

| am filing tus letter in response 1o Me Surface Transportation Board's January 14 request in the
referenced cases the” shippers fis information on “requests fr service and tha axtent to which thase
service requests were met (0.g., the tmehness with which cars were placad for [6ading and the

UMAaliness with wiuch transportation was completed) * covering the four month pariod ending
February 6, 1998.

The service avalable to my cornpany has not improved significantly since last October and remains
far more erratic and urveiisbie than service avalisbie from Union Pacific Raiiroed (CUP*) and
Burfington Northem Sanv= ~e Raiwey Company ("BNSF") during the Octaber 1898 (o February 1997
penod. Tneferae, | UPe ths STB to keep its emengency service order in place for as long as
POSs’slo and to Make aitematve. permanant arrangements to relieve the service failures on UP and
BNEF.

¥y company, Witco Corporation, ships from the following faciities located on lines of UP and BNSF:

Wocauon  Rairopd Genving thet Locagon

1. Houston, TX up
2. Taft, LA uP
3 Gretna. LA upP
4. Mapleton, I uP

Smce October 1997, my company has suffered substantal deiays in obtaurung rail cars for loading
and unioading and m delivering shypments when using UP or BNSF sarvice.
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The Honorable v.mpn A. Whiams

A summary of our axperiance, shipping from UP and BNSF-served facilities, ia as follows:
Dajiveres - October 1897

Approximate % of deivenes comparsbie to 10/88. 85%
Approsdmats % of delivenss one or o days (ate: 15%
Approximate % of deliveries thres or four days (ste:
Approximate % of deliverias five to 10 days iste:  40%
Approsimats % of daliveries more than 10 days ists'

Retiveries - January 1098

% of caliveries comparable 10 2897 85%
Approximate % of Gelivenss ons or two days iate: 5%
Approximate % of deliverias thvee or four days iats. 25%
Approximate % of deliveries five to 10 days iate:  S56%
Appradmante % of deliveries more than 10 days iats. 16%

A$ you can 89, delays by UP and BNSF n iling car ordars and in delivering my compény's
shipments heve not been signiicanty reduced between Oatober 1997 and January 1998, and
rema:n significantly worse than dunng the comparabie penod in the prior year Accordingly, Witco
Corporation urges the ST8 to taxe more aggresaive steps (o remedy the ongoing servics problems,
including, 8t 8 miMmum, extanding the current service orger untl 8 more permanent solution can be
obtainea.

The Board also needs to allow KCS and Tex Max a more solid fooling from which to help resoive the
south Texas problem by enforting neutral switching and dispatch in the Houston termmal ares and
allowing KCS and Tex Max the opportunity to control faciities which any raiiroad needs 0 operale
efficientty. For months, UP allowed its problems in Texas to grow until gridioak occurmed. The
SBoerd’'s Emergency Service Order heipea some, i» * very significant problems remain, as shown
above. UP and BNSF since have joined in such &« Ons 88 dissaiving the Houston Belt ana Termmal
Raiway, but probiems persist nonetheisss. 1t thereh we is obvious that UP cannot, either by itself or
with ts main coilaborator BNSF, soive the south Texas problem. Accordingly, | believe that it is
essential that the Board take steps to enforce neutral dispatching and swiltching in Houston and
sllow Tex Mex and KCS the opporiunity to own and control facities (ines and yards) in Houston and
south Texas in order {0 have 8 solid base from which 1o contribute to correcting what UF and BNSF
togethar have not been able 10 resoive.

WA

John G. Bresin
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February 18, 1998

The Honorable Vernon A, Wilfiams
Secretary

Surface Transportation Boara
Washington DC 20423

RE: sT8 Service Order No. 1518
Joimt Petition for Service Order

Rail Service in the Viestermn United States

;

J

1

|

|

STB Ex Perte No. 572 ll
Dear Secretary Williams: :
As the Meyor of Houston end cn behat of the citizens of this City,
be taker by the Surface Transportation Board (STB) 1o dlleviate the problems Currently
being experienced in Houston due to Union Pacific Reilroad’s difficuities in maving traing
through Mougton éxpeditiously. Union Pecific’s problems have led to safety concers for
it he employees of Urion Pecific, serioys sconomic losses for our tocal
industries and major Incenveniences for chtizens Traveling or the strees of Houston.
Following gre Svme of the issues that must be addressed:

1
| request thet action

[
o Stopped traing blocking intersections fo, long periods of time - Besices 1e obviaus
atfic eangestion, we have hed various reports of chidren climbing over of under,
Stopped trains 1 80t to their homes or schools. Moving traing tlocking
intersectiong for long periods of time have also become much more of a problem.|

Gridlock of U - The inabiiy ofj
Union Pecific to mov

snner has causod/.
significam econgmic , there have been difficulties,

in getting non-Umio utithrough Hovston becsuse of Union
Pacific’s problems €nd their conirol of the lecal dispetching. ‘

Local problem resofution difficultes - \We have hag difficulty in determining who/
Can resoive proSlemg focally and in gattng issues resclved once they ave brought!
10 the railroad’s attention. Previously, the City had o lisison Posfion funded by the !

railroads thay worked well to enhance communication between the raiiroads and!
the City. This position was discontinued sevaral years ago. '

|
|
i

7132273122 PRGE.222
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led to satety

Poorly maintained track, cars and nght of way - These issuss have
issues and visual blight in Mouston.

ost of these issuss have become @ routine part of the local eng hational news, yet
promised corrective action has not occurred. | beliove thay 3
stzonger sction to ensure necessa

contrast Richard Lewis. Director of Finance & Aamy
determing what efforts the City might exert to heip

The businesses and chizens of Houston need end decerve YOUr expeditious etforts tq
resolve these problems. We look forward to working with you ang seeing significans
Improvements that we belleve the STB cen help bring about.

Council Member Rob Todd. Cheirman, Regulatory Affairs Committee
Jim Kollaer, Prasidem & CEO, The Grester Mouston Pertnership
Ned Hoimes, Chainman, Port of Houston Authority Commission

FEB 24 '98 1%:42 7132273182 PAGE. 222




CITY OF HOUSTON RESOLUTION NO.QS e 8

A RESOLUTION CALLING ON THE FEDERAL SURFACE TRANSPORTATION
BOARD AS WELL s OTHER PARTIES TO EXPEDITIOUSLY RESPOND TO AND
TO RESOLVE THL HOUSTON ARFA RAILROAD PROBLEMS.

WHEREAS, SegLwning in the Swrmer of | 997 and continuing inlo | 8, prabien;s associated
with raiiroad wufL e have iud senous dewin.ental effects on the Houstor. regional econorsy, the

putlic safcty of ihe cutizensy aad the quahiy of life in the comnunity a large: and
WHERFEAS, the negative dconomic impact for Texas has besn estimated at $100 mill;on per
menth in the cost of fzeszht ral delavs and (o3¢ production reachicg ato:al of over S billier with

R0 inuncdiae ond in sight, anz

WHERFAS, i5¢ peuschemical industy, losated primar.ly on the Gu.f Coast of Texas, has

experienced increascd monuily costs from servise disrupuon of an estim;ated $60 m:lliun,

totaling $500 million over the penod, and

WHEREAS, t: rall congestion in Fousion and its immed:ate areg and the resultirg olockage
of truffi¢ intersections, which ncluces the nusance of idiing trains near acighborhioods, poses a

significant threat to the Public safi.y, health and welfarc of al | loustorians; and
WHEREAS, efiective seminurication and cooperation heiween the railroads, the City, the Post

Authority, other governmental cntities, and the bus:acss communiry have deteriorated

significant!y ovcr tke Dast several years and should be immeciately restored; and

e
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WHEREAS, it has been esimated that an investment of approximately | billion dol!ars is
necded in railroad infrastucture. lecomotives, crews, and capecity in order to ensure Houston's

competitive position as a regicpal and intemational ecoromic centr; and

WHEREAS, additional transportation costs and poor rail service will make the Houston region a

less competitive place to locate or to cxpand a business than other locations around the country

ard the world; und

WHERFAS, current Nationa' Rail Transportauion Pelicy includes expectations 10 ensure
effcctive competition among rai! camiers and the fostering of sound economic conditions in

tansportation, NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COL NCIL OF THF. CITY OF HOUSTON, TEXAS:

Sectivn 1. That the Federa! Surface Transporation Board cotlinue to issuc emergency orders as

necessary and take the following short term actions 1o address these concems:
a. Eliminate ryjt coagestior: thruogh the immediate implemaniation of a neutral reil

dispatching system for both long haul and sher: huu! lines with onginal and

emergency trackage rights,

- Support the sontinuance of the neutral switching operation of the Port Terminal

Ruilroad;
Ensure the immediae adequacy of railroad operaling capacity provided by the

railroads to move raing expeditiously, in a luwful mannee, into, out of, and through




the Housten region o minimize further ecoromic damege, threats %o Public safety an¢
nuisance to reighborhoods, and,

Closciy mon:tor the results of the eniergercy orler to determine whether successfy’
provision of the nucessan ievels o mil service in the Ilouston region are being

achieved

Section 2° The Fece:z! S.:face Transportation Board take ‘he following long term sieps (o
ensuze tha' the rai! yysiem in the Houstor region can uwcommodatc anticipa:ed industria! and
business growth 1n the a-eu
a  Mundaie a master rail plan o the Houston region (o address capacities neadad for
mainline tracks, yard tracks new yarde, overpasses, locomwoiives, possible
cooperative commuter rail lices, etc., and ke steps to ensure railroad investmer:s are
made 1o implement the masier pian over the next thres years,

Manda'e that ol railroads operating in the Housten region work wgether to design

and imp.>mert 2 Tic.en: customer service ericnted dispatch and switch svstems “or

the region;

Work with the railroeds 1o ensure that the rail sysiem in the Houston region is
cesigned in a manncr nat will attract the needed capitd for additional rail capacity
and will result in an ecozomical and sfficient competilive rai] system as the Houston
region grows, and,

Revicw the issue of rail lre:ght competition in the Houston Guif Coas: arca 10 ensurc
28t adequate incentiv ey for sustomer serviee improvemerts arc fostered and
maintainad Juring tie current rai) ersis and in future years as the local cconoms

conlinues o expund.




Section 3 That the Houston and Texas Congressicral delegztic and Seuators Gramm and

Hutcnison are respectfllly requested to conduct appropriate Je is.ative oversi tof the Fe !
8 era

Surface Transportas cn Board i s FESPONSES Lo concems cxpressed in Scctions | anc 2 abov
an ove

Section 4 Tt the Mayor ' requested o direct the appropriate City depariments to uadertake
necessay enforcement acticns [cr the uoigwful blocking of inte-sections which posc significan:
pubiic salety hazasds, 35 we!l as 1o explore other regulalory mezsures not curreatly preenipied by
federal or state law tha! the City mignt take o address its concems, and to work with the

railrouds j0 promptly cddiess railroag czacity issues involving City oversight

Sectior 8. That the railrouds, par:sular! y ks Union Pacific and Burlington Northem. are
encouraged in the strongest terms to :mmedictely assign and locate executive personnel in the
Houston region to correct opsrational problers as well as 10 Jointly provide a licison for (e

City, the Port Authority, and uther scvermmental entitics with sufTicient authority 1o address
poorly ma:ntained sirect Crossings, racks, rights-of-way, the high cost of sidewalk crossings. and

other matters affecting the public Leaith, sajely and welfare.
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Section 6. This resolution sha'l be passed finally on the date of its inzroduction and shal) 1ake
effect inmediately upor 115 rassege and upproval by the Mayor, however, in the eveat the Mayer
fals to sign this resolutior within t=2 Bve days afler its passage and sdoption, it shal! tare e/Tect

In accondance with Anicle VI, Section 6. Houston City Charter

S
PASSED AND ADOPTED this )3 day of FY\GACKS | 1998

APPROVED this ___ day of _ _, 1998

Mayor of the City of Houstor

Pursuant to Article Vi, Sectior. 6. Houston City Churter, the effective date of the foregoing

Resoltionis MAR 24 988

Anna Russell, Cicy Secretary

« ’
Prepared by Legal Dept AN A /

Senior Assistant Ciry Atlomey

Requested by Richard [ ewis, Disecior, Finance ad Adminisizzgjon

CAPTION PUBLISHED IN DALY COURT
DATE: MAR 2 ¢ 488
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GREATER HoUs roy PARTNERSHIP

Cramberct Commerse . E.ono= Bevacsmant « Wand Trage

Contaze Masiiou A. Schopper 713-844.3640 Pager 713-710-525¢

T

HOUSTON ... Today t:c Boa~d of the Grester Houston Pertnership voted on a
resolution calling for inpzediate sctios to epd Houstan's freight mil secvice crisis. The
resolution pinpoints key steps to bhe raken by the federsl Surface Transportetion Board
(STB) and others that would translats into relisf for the local economy from this on-going
transportation slow down tast shows few sigos of abating. The Graater Houston Partnarship,
respondizg to the peazly 10-momh old c=sis with estimated costs of more than $1 billion in
freight rail delays in Texas, cal's oo tthn!onPldﬂclndBur_limoaNmnﬁlmmto
undertaks significan: and immediate sctions to mplemend il service recovery, most
specifically for Houstox shippers e=d tha Port of Houston,

Tn:Pumcmpcdhonxhesmmmﬂipnuyinmovmightofnﬂ service
sesponsibilities @ad o investgae e capabilities and commitments of the railroads to
lovest in infrastrucnire to support the grewih of the Houston community.

Orher Partnerskip recomurendatians fnclude:

wuﬁ:;anwﬁMhhgsmmmem‘:Mndhdmm
complex,

nddinztheponofﬁmmonmdthe'rexmnnﬂmd voting board members of
the Port Terminal Raliroad, the oz.y pevtral switching operstion in the Houston ares.

edetermining whether ti;s emergency orders result in adequate levels of service to
the Houstor. Gulf Coast area. .

sassuring that the rackage rigins cas be fully executed azd are honored completely,

*fnare.

1200 Sy, $.ms 708 » hausten, Ters 779224206 « 7130448600 FxTISG4-00 R/Anww.noustan org




2 FR VINSON SLKINS LL® €El2 TO 912022742934
@i LTOM T GREATER mOJ PARTAER NO. 787 °° Pl

PARTNERSHIP RESOLVES ... PAGE 2 OF 2

easswing that the rei! symem service for the Houswon meTopolitan area is designed
to attract edequate iavestment to expand capacity 10 serve our growing marke:.

eumplementing an effecsve neutral swich operation 10 service as large a- ares gs
pructical,

sdevelopment of & freight rail master plan for the region.

The Parterskip edds that it concurs with the STB extension of emergescy orders to
tke 270 day limit and prefers that the ST3 schedule update hearings on the issue at 69 to 90
dey intervals. In addition to passing today's recommendation, The Gremter Houston
Partnership’s Freight Rail Task Force will continue to actively monitor mail service lJevels
and actions of the STB and report findings directly to the Pertnership Board,

o

The Greatsr Houstar Partnersnip, with ks Chamber of Commercs, Economic Development
and Werld Trade aivisians, is the primary advocste of Houston's business community
snd Is dedicatad to bu'ding economic prosperity throughout the regior..




MAR Z2S°'9g ..f':':;"r-': JINSON ELWINS LL? ‘2 TO 912022742984
TAR. Z.19387 di1\bPM T TERERTIR WL PRRTRER ‘ NC.797 P4

Greater Houston Partnership March 3, 1998

Resolution of the Board of Directors
To Resolve Houston’s Current and Future Freight Rail Service Issues

Statament of Position

The Board ¢f Directors of the Greater Houston Partnership insists on immediate, bald and
meanicgful actioz by the Surfece Transportation Board to resolve the cumrernt rail service
cnisis gripping much of the Houston-Gulf Coast and causing coctinuing, devasuating impact
on the economy and business community.

We conclude from all available information on the issue that the carrent Sérvice disruptions
may ot be satisfactorily resalved arang the participents in the best long term interests of
the Houstor. area unless the Surface Transportarion Board indizates an interest in acting
swifly and forcefully.

The freight rail service failures have caused obvious and significant threats 1o the Houstan
economy, the competitiveness of its industry and port and raise sericus concerns abous the

future capacity of te rail systerr t edequasely and efficiently support the expension of the
Gulf Coast economy end the hundreds of millions dallars {n rublic and pivate investments
in infrastractue and commesze.

The Current Freight Rall Crisis Threatens Houston's Economy and
Invastment

The curzer: freight rail crisis, now rsaching nearly 10 months in duration, shows zo
conclusive signs of abating Commcn measures of £reight rail service reported by railroads
and shippers continne to indicate extremely poor and unacceptable performance particularty
in the Houstea Gulf Coast area.

Estimates of the cost imposed by the freight rail delays in Texas have been placed at over §)
b!ﬂbnsﬁﬁthchkdﬁmdofnawwsmmlfﬁa@hm.’ The
chemical industry in the United States that 1s primacily centered in the Gulf Coast area
served by Unioa Pacific, has experienced increased monthly cost resulting from the service
disruptions of over $60 million® Thisis up from a monthly cest of over $30 million in the
summer of 1957. To date, ths tota! estimated cost is $500 million i higher feight charges
and lost production ®




TO 812022742984
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Freight Rail Statemmant Page 2

The Parmersip believes the long 1e:m ‘upect of the increased costs acd deteriorating
service make the Houston area less armoezve 12 expanding and rslocaring businesses.
Addiconally, it tareatens currest and planned infrastruciure investments designed to keep
the econozy of the Houston Guif Coas interationaly competitive. Tlese public
invesuments are placed ai serols risk by the cumrent, uracceptable rail service lavels.

Criteria for Freight Rall Service

The Greater Houston Partership recommendatians for improved near term and long term
Sreight rail services are based upan the following principles:

1. 2 e {ght
- , - g , o
must offer “best in class” corpetitive value and costs; train spesds, flows and
imermodel connectivity; operational safety; respansiveness and reliability.

Recommendetien—Short Term
Using these principles, the Greater Houston Partnership recommends the following astions
be talzen immediately to adéress the near-term freight rail service problems:

> Ura . 1€ Fa 'nat thase j
l . .




S12 4S5 EE!2 70 912022722934

ﬁﬂuu&ﬂ32ma=n Page 3

-~ ad i
" »
1

The incrementz| approach deccrbod will provids important opportunities to she
parues involved o make observagons conceming the status of muil service.

Recommendation=) ong Term

The Creater Houston Pastusrskip is greatly concemed with the ability of the freight reil
system to adequately accommodate the longer terr "=e’ ‘he community resulting from
industris] expansion. With a scong sense of the .~ tproperty rights and witk a
firm belief in the long term beaeSts of competitioc - . Houston Partnership
recommends the Surface Transpoartaton Board take the «  Jwing steps:

Mmmah
propose resolutions to all of the multismodal mterface issues and seek to
maximize freight rail service for the Port and industrial areas of the community,

In making these recommerdadons, the Greater Houston Parteership does not advocate &
position of & particular raitroad. However, tze urgency of this matter can not be overstated.
Action needs to be takep immediately

Anse! L. Condray, Chairman Jmm C. Kollasz, President & CEO

Ned S. Holmesg, Secretary

P.15/283




RESOLUTION

WHMEREAS, m-nmd»a&u?uﬁ-& Southorn Parfls rulrends has beta
ua-u.mu:lhuml-uw . the Port of Houstan and the many el dhuppery depandent wpoe
|IVee, B

WKEREAS, Dr. Bud Wansiun of the Uaiversity of Nasth Tanas bas setimsated 1
Jias alveady sost Tona i ancens of SL. tulion and mam of the
businssees withia 80 miler of dowatona Houswon. and

WHEXLAS e comgetitivones of the Marne County and the Port af Houstes has
traded Ly the rai magestas (hat hes esveinped Hatre Covery I the waks of the Buger
made Harvie Couaty $he eplecies of Lo ‘worvt raxl aisis 1 the meaadeth seatury’, and

WHEREAS. Uus brvaldown in ruil serviss has mused meresned s of trucks: whies tn
compounded ¢ Clasn ALy Aes prodlass thet this Cousty and srea fare; and

WHEFEAS, literaly hundreds of 1aled and shandonsd e hove cmused wrmendow
cvmnun«h\uh-uwduauamn'-pmwwbm-lh—-n
mudnumnmwld honre and dage the gecasally Geote amdition of
ihol;&-"'u'v:mnmn&.v.ﬂhnm-nmmehuuunduuwuoluy
cuostius. an

WHEREAS, thas Counly ord thia part were bufki on competition. 134 ene seilrosd aow has neay
0onopaly pewes over the rau butmest s thus ares and

WHEHEAS, chest prodiems is the waks of ¢te UPSP magor have crasted su sbeshvnaly iatalerable
situntion for s county,

TARREFOAL BX ST REJCLVED dat llarvs Covmty Commisioners Coum adeps ths hllowing resolutios

I ln a0 increaningly comsedlve wurld sarke: place, as effieiant 4nd ammpeticive rail arstem w essential
o sconomic sucesee fr the Harms County and the Pore of Houswn

2. The Uee eniazprise ayviam i the STustest ovwiom 876tr ever devised but it warks ealy whas thare s
oAl COMPOT(iOn vandy we beleve that of least chees rellyoads ave Ascestary ol adth the
ahulxy o serve o @Ay 0 an pasedle 80 tha( ihigpevs beve real competilive chocs
Sufbaisn rad cozpeTmian w1 SUFW 4 Wb NaASr 7 CETAN! O pad (De AITRAL MrESTTUETENS (O M0eT
the lutuze needs of » poeing sconomy A competinive scd efficient rail estem will sinact Bare arge
Com rvcks & ¢ Mot efineal cant ¢nd with bees 8ir paliusion
Neuizal 4a0stchuss 808 neutrs! sviching Ausald be axpanda) end and « Mlp whiow s mary
-ﬂ'ﬁnunm Ve priaagles Jong been used by Lhe Port Termioal Ral) Autherisy and
the Flowsson Bali 8nd Tum wal Autherity & achasve thase goals

. The Swdacy Transperieuon Board which app roved this er. aad which has eallad this vali mess »
rau cnaus, ol sl encTOMe .-ﬂdhm--»wﬂunﬂnummmu
eden
The Taxas Congressions! Delegetion shewuld meser st o STD tabe all mecsesayy slape 0 ensuTe o8
rall comprtiun 1 the ares

17 18 | EASBY ORJIRYD thas the egon the minte of Carnnissisnery Coun s
824 day af Maseh 1984 .

Sirve Radash
Commiasionec. Piecinet Three

’ N
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eongress of the Wnited Siatag
Wiaspingren, BE 205153

~

Marck 12, _sss

Mr. Diek Davidgor
Fresident

Uriion Puc;fic/Sc::her:
1717 vain Street
Jallcs, Texas

Jear Dick:

Vie are WILting out of gur centiniing corcern about rail
congestion in Texes . his prokblem, PR¥ticularly :in ehe Hougtor
&rea, is nor <MOXCVIng as we hasd hozed. Some E8-imatas pu:= She
ccet of thig Soncestion in Texas at sver $Z killien since kg

prokler began last summey

We have been par:ien: :- permiziing tie STB erergensy crder,
changes in vr'g operating s.an in the Housccr areas, apd tre
agreecent between U2 argd EXSF to work. Iz ig ney time for
Progress. we urge YOU 5 undertake immediate and aggressive
C&pital lnvestimert 1. the Hougston rail irfrastricture S0 cCourter
the effgets thar iimized Capacity, antigquated fecilities, and
ineff.c.ent configuration have nad in ceniributing 2o the Tassive
SSngestion problem.  we do not believe that Up yi.: De able :c
resolve its problems .r Hougton withous euch a- affore.

We understanc that UP has s-ared its intems e make
extensive investmer- n'the Houston aud Guls Coapt zail
iNSrastructure i: owns “e were pleased tc knaoyw that the company
has targeted 5575 miilicn for Gulf Qoast rail assezs.
“nplemectation of these plans shausd ot re cslayed, apd tke
rsilroad shoulg work closely with shippers anc =he other
railroads in tre arca to enzire that the mpost criticel reeds are

met firse,
¥ie believe tha: increased investman: ig a recessary scep,
fe railreaé ehould -mrediately dedicate =he tire, money,
: and coerdinscien arong a.l affected rarties to

Sincexely,

o
/%4

-
2







CERTIFICATE OF SERVICE
I hereby certify that a true copy of the foregoing “JOINT PETITION OF THE TEXAS
MEXICAN RAILWAY COMPANY AND THE KANSAS CITY SOUTHERN RAILWAY
COMPANY FOR IMPOSITION OF ADDITIONAL REMEDIAL CONDITIONS PURSUANT
TO THE BOARD'S RETAINED OVERSIGHT JURISDICTION --EVIDENTIARY

SUBMISSION™ was served this 30" day of March, 1998, by hand-delivery, overnight delivery, or

first-class mail in a properly addressed envelope with adequate postage thereon addressed to all

known parties of record.

( -
%niiiam A. Mullins

Attorney for The Kansas City Southemn
Railway Company
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BEFORE THE
SURFACE TRANSPURTATION BOARD A
L33 CF

FINANCE DOCKET NO. 32760 (Sub-No. 21) RECE’VED

MAR 30 1o
UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD CO ngv 1438

AND MISSOURI PACIFIC RAILROAD COMPANY NAGEwENT

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

i}
it
i

OVERSIGHT PROCEEDING

|

JOINT PETITION OF THE TEXAS MEXICAN RAILWAY COMPANY AND THE KANSAS
CITY SOUTHERN RAILWAY COMPANY FOR IMPOSITION OF ADDITIONAL REMEDIAL
CONDITIONS PURSUANT TO THE BOARD’S RETAINED OVERSIGHT JURISDICTION

EVIDENTIARY SUBMISSION

Richard A. Allen Richard P. Bruening

John V. Edwards Robert K. Dreiling

ZUCKERT, SCOUTT & RASENBERGER, LLP THE KANSAS CITY SOUTHERN RAILWAY
Suite 600 COMPANY

888 17" Street, N.W, 114 V/est 11" Street

Washington, D.C. 20006-3939 Kansas City, Missouri 64105

Tel: (202) 298-8660 Tel: (816) 983-1392

Fax: (202) 342-0683 Fax: (816) 983-1227

sttorneys for The Texas Mexican Railway

Company
William A. Mullins

Alan E. Lubel

John R. Molm

David C. Reeves

Sandra L. Brown

Ivor Heyman

Samantha J. Friedlander
TROUTMAN SANDERS LLP
1300 I Street, N.W.

Suite 500 East
Washington, D.C. 20005-3314
Tel: (202) 274-2950

Fax: (202) 274-2994

Attorneys for The Kansas City Southern
Railway Company

\,.u ch 30. 1998




