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s c o n M ZIMMERMAN 

BY HAND 

The Honorable Vemon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street 
Washington. D.C. 20423 

September 29, 1998 

SEP 30 1998 
Part ol 

Public B«cora 

DIRECT DIAL (202) 973-7929 

K i l 3)^'^' 

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

Dear Secretary Williams: 

Enclosed for filing in the above-referenced proceeding is the original and 25 copies of 
TM-19. "Errata to the Consensus Pian." Also enclosed is a computer disk containing the text of 
this pleading in WordPerfect 5.0. 

Please date-stamp and retum with our messenger the additional enclosed three copies of 
this pleading. 

Sincerely, ! • ^ 

^Scott M. Zimmerman I 

Enclosures 

CORRESPONDENT OFFICES: LONDON PARIS AND BRUSSELS 
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SEP 30 1998 TM-19 

I C i l ' ^ ^ l fubwWc*'* BEFORE THE v ' 
' ^ SURFACE TRANSPORTATION BOARD , ' -p. i 

Hi^f^ f'= 
( ^ / 3 ^ ^ FINANCE DOCKET NO. 32760 (Sub-Nos. 26-32) 4ô ^̂ // % 

I ^ C b ^ S UNION P.ACIFIC CORPORATION, UNION PACIFIC RAILROAD C C ^ ^ V . , 
/ AND MISSOURI PACIFIC RAILROAD COMPANV 

i Q ( ? > ^ ^ - CONTROL AND MERGER ~ 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TR.ANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER 

AND RIO GRANDE WESTERN RAILROAD COMPANY 

HOUSTON/GULF COAST OVERSIGHT 

ERRATA TO THE CONSENSUS PLAN 

Tex Mex hereby submits the following errata to the Consensus Plan (TM-2. KCS-2. et 

al.) filed on July 8. 1998 by the Consensus Partners (the Chemical Manufacturers Association, 

the Society of the Plastics Industry. Inc., the Railroad Commission of Texas, the Texas Chemical 

Council, the Kansas City Southem Railway Company, and Tex Mex) in the Houston/Gulf Coast 

Oversight proceeding. 

In preparing TM-17, Tex Mex's response and objections to the application for additional 

remedial condiiicns sought by the Burlington Northem and Santa Fe Railway Company, it was 

discovered that certain irackag: rights car miles between Corpus Christi and Houston 

inadvertently were excluded from the rail traffic data from which the Base Case and Consensus 

Plan economic scenarios were derived. This omission caused a slight increase in the costs 

reflected under the Base Case, which in tum required a slight adjustment to the Consensus Plan 

economic evaluation. These adjustments were incorporated in the Base Case and Consensus 
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Plan economic data in the verified statemeni of Joseph J. Plaistow in TM-17. filed on September 

18. 1998.' 

The following errata incorporate the same adjustments in the July 8, 1998 Consensus 

Plan filing." These errata do not change, in any substantive way, the conclusions or analysis set 

forth in the Consensus Plan. 

ERRATA 

Page 257. Table 1 In the " 1996 to Base Case" line, replace "S4,389" 
with "S4,863". and replace "$4,384" with "S3,910"; 

In the "Base Case to Consensus Pian" line, replace 
"39.551" with "39,083". and replace "15,793" with 
'•15,325"; 

Page 259. Table 3 In the " 1996 to Base Case" line, replace "$4,389" 
with "$4,863". and replace "$4,384" with "$3,910"; 

In the "Base Case to Consensus Plan" line, replace 
"39,551" with "39,083". and replace "15,793" with 
"15,325"; 

Page 274 Replace Exhibit No. JJP-3 with the attached revised 
Exhibit No. JJP-3; 

Page 275 Replace Exhibit No. JJP-4 with the attached revised 
Exhibit No. JJP-4; 

1 See TM-17. Plaistow V.S. at 5. n. 1. Hence, the exhibits to Mr. Plaistow s verified statement in 
TM-17 refer to the "revised" Base Case and Consensus Plan. 

Corresponding adjustments also would have been necessary to the Base Case economic data 
presented by Mr. Plaistow in T.M-7/KCS-7, the Joint Petition of Tex .Mex and KCS for the 
imposition of additional remedial conditions, filed on March 30. 1998 in Finance Docket No. 
32760 (Sub-No. 21) (The "March 30 request"). However, formal errata to the Base Case 
numbers in Mr. Plaistow's testimony in that filing, and the recalculations that would be 
required to incorporate those revised Base Case numbers into Mr. Plaistow's economic 
analysis ofthe March 30 request, have been rendered moot, insofar as the economic analysis 
in the July 8 Consensus Plan supercedes that ofthe March 30 request. 



Page 276 

Page 277 

Page 278 

Page 279 

Replace Exhibit No. JJP-5 with the attached revised 
Exhibit JJP-5; 

Replace Exhibit No. JJP-6 with the attached revised 
Exhibit No. JJP-6; 

Replace Exhibit No. JJP-7 vvith the attached revised 
Exhibit No. JJP-7; 

Replace Exhibit No. JJP-8 with the attached revised 
Exhibit No. JJP-8. 

Respectfully submitted 

Richard 
ScotcM Zimmerman" 
ZUCKFRT. S C O U T X A J ^ S E N B E R G E R . LLP 
888 Seventeenth Street. NW 
Suite 600 
Washington, D.C. 20006 
(202) 298-8660 

Attomeys for the Texas Mexican Railway Company 

Dated: September 29. 1998 



CERTIFICATE OF SERVICE 

1 hereby certify that a tme copy ofthe foregoing "Errata to the Consensus Plan" was 

served this 29th day of September. 1998, by hand delivery upon The Honorable Stephen 

Grossman, by hand delivery upon the below-named counsel for Burlington Northem Santa Fe 

and Union Pacific, respectively: 

Erika Z. Jones 
.Adrian L. Steel, Jr. 
Kathryn A Kusske 
Kelley E. O'Brien 
Mayer. Brown & Platt 
2000 Pennsylvania Avenue, N.W. 
Washington. DC 20006 

Arvid E. Roach II 
J. Michael Hemmer 
David L. Meyer 
Michael L. Rosenthal 
Covington & Burling 
1201 Permsylvania Avenue. N.W. 
P.O. Box 7566 
Washington, DC 20044-7566 

and by first class mail upon all other parties of record in the Hcuston/Gulf Coast Oversight 

proceeding. Finance Docket No. 32760 (Sub-No. 26 et al.). 

\ • ) 
Scott M. Zimmerman 
Attomey for the Texas Me.xican Railway Company 



'ase Case 
Balance Sheet 

(Revised) 

Exhibit No. JJP-3 
July 8. 1998 

The Texas Mexican Railway Company 

December 31,1996 
Audited 

Adjustment 
Amount 

Adjusted Base 
Period 

Amount 

Description (000s) (OOOS) (000$) 

(a) (b) (c) 

$ 392 $ 1.679 $ 2,071 
572 572 

6.663 168 6,831 
1,562 1,562 
912 912 
984 984 
590 590 

$ 11.675 $ 1,847 $ 13,522 

23.481 23,481 
18,931 13,643 32,574 
(17,870) (222) (18,092) 

$ 24,542 $ 13,421 $ 37,963 

3,889 3,889 
1,099 1,099 

$ 4,988 $ - $ 4,988 

$ 41,205 $ 15,268 $ 56.473 

$ 1,912 $ 487 $ 2,399 

410 410 
4,344 1.034 5,378 

$ 6,666 $ 1,521 $ 8,187 

3,800 11,524 15,324 
5,203 5,203 

$ 15,669 $ 13,040 $ 28,715 

2,500 2,500 
981 981 

22,055 2,223 24,278 
$ 25,536 S 2,223 $ 27,759 

$ 41,205 $ 15.268 $ 56.473 

Assets 
Current Assets: 

1 Cash and cash equivalents 
2 Investments 
3 Net Accounts and Notes Receivable 
4 Inventory 
5 Due from Parent and Other related parties 
6 Current deferred income taxes 
7 Other 
8 Tc+al Current Assets 

Properties: 
9 Equipment 

10 Land, Buildings & improvements 
11 Less accumulated depreciation 
12 Ne'' Properties 

Other Assets: 
13 Investments in other partnership 
14 Net other assets 
15 Total Other Assets 

16 Total Assets 

Liabilities & Equities 
17 Accounts Payable 
18 Due to Parent and other related parties 
19 Other accrued liabilities 
20 Total current liabilities 
21 Long Term Debt 
22 Deferred Income Taxes 
23 Total liabilities 

Stockholder's equity: 
24 Common Stock 
25 Additional paio in capital 
26 Retained earnings 
27 Total Stockholder's equity 
28 Total Liabilities & Equity 

Snavely King Majoros O'Connor & Lee. Inc. 



Base Case 
Income Statement 

(Revised) 

The Texas Mexican Railway Company 

December 31, 
1996 Audited 

Exhibit No. JJP-4 
Julys, 1998 

Adjustment 
Amoutit 

Adjusted 
Base Period 

Amount 
Descrption (000$) (GOOs) (000s) 

(c) (d) (0) 
Operating Revenues: 

1 Freight $ 18,107 9,032 $ 27,139 
2 Switching 554 276 830 
3 Demurrage 660 274 824 
4 Incidental 603 301 904 
5 Uncollectible Accounts (480) (239) (719) 
6 Total Operati.ig Revenues 19,334 9,644 28,978 

Operating Expenses: 
7 Maintenance of Way & Structures 
8 Maintenance of Equipment 
9 Transportation 

10 General & Administrative 
11 Depreciation Expense 
12 Loss (Gain) On Sale of Fixed Assets 

2,294 
1,720 
9,403 
3,343 
1,577 
25 

931 
3,994 
388 
222 

2,294 
2,651 
13,397 
3,731 
1,799 

13 Total Operating Expenses $ 18,362 $ 5,510 $ 23,872 

14 Income (Loss) From Operations $ 972 $ 4.135 $ 5,107 

15 Other Income & E.xpense Net 636 (878) $ (242) 
16 Incomie (Loss) before Income Taxes 1,608 3,256 4,864 
17 Income Tax Rate 
18 Income Taxes 620 1,034 

34% 
1,654 

19 Net Income (Loss) $ 988 $ 2,223 $ 3.210 

Snavely King Majoros O'Connor & Lee, Inc. 



Base Case 
Sources and Applicullons of Funds 

(Revised) 

Exhibit No. JJP-5 
Julys, 1998 

The Texas Mexican Railway Company 

December 31, Adjustment 
1996 Audited Amount 

Description 

Base Period 
Adjusted 

(OOGs) (000s) (OOOs) 
(a) (b) (c) 

$ 988 2.223 3,210 
1,577 222 1,799 
620 - 620 
(477) (477) 
556 556 

(899) (168) (1,067) 

(988) 1,521 533 

498 498 
1,875 3,797 $ 5,672 

(2.011) (13,643) $ (15,654) 
1,224 1,224 
n,099) (1,099) 

$ (1 886) $ (13,643) $ (15,529) 

11,524 11,524 
- $ 11,524 S 11,524 

s (11) S 1,679 $ 1.668 
403 403 

$ 392 $ 1,679 $ 2,071 

From Operating Activities: 
1 Net Income (Loss) 
2 Depreciation 
3 Deferred Income Taxes 
4 Equity Earnings - Partnership Investment 
5 Dividend Distribution - Partnership Investment 
6 Change in current assets - (Increase) or 

Decrease 
7 Change in current liabilities - Increase or 

(Decrease) 
8 Cnonge in amounts due to/from parent ond 

other related parties -Increase or (Decreose) 
9 Net Cash Provided by Operating Activities 

From investing Activities: 
10 Purchases of Equipment & Improvements, 

net of gain oi loss on disposition of fixed assets 
11 Proceeds from sale of investments 
12 Investment in Long Term Assets 
13 Net Cash Used by Investing Activities 

From Financing Activities: 
14 Long Term Debt Borrowings 
15 Not Cash Provided by Financing Activities 

17 Cosh & Cash Equivalents at Beginning of Year 
18 Cc: ~\ & Cosh Equivalents at End of Year 

Snavely King Majoros O'Connor & Lee, Inc. 



Consensus Plan Exhibit No JJP 6 

Balance Sheet July 8. 1998 

The Texas Mexican Railway Company (Revised) 

Adjusted Bat* 
Period 

Amount 

. . Year t Alter 
AdiustmenI 

' , Change In 
Amount - •, 

Operations 

Adjusimeni 
Amouni 

Vear 2 Alter 
Change in 
Operations 

Adju' Imeni 
Amouni 

Yeara Alter 
Change In 
Operaiions 

Adjustment 
Amouni 

Normal Year 
After Change 
in Operaiions 

Descripllon (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOt) (OOOs) 
(a) (b) ( c ) (d) (e) (0 (g) (h) (i) 

hiiiii 
Currsnt Assets: 

1 Cosh an(i cash equivalents S 2,071 S (1,719) $ 353 S 13,454 S 13,807 S 9,770 S 23,577 S 12,749 $ 36,325 
2 Investments 572 572 572 572 572 
3 Net Accounts t jnd Notes l iecelvable 6,831 155 6,986 775 7,761 103 7,864 . 7,864 
4 Inventory 1,562 1,562 1,562 1,562 1,562 
5 Due ((crn Patent and Other related parties 912 912 912 912 912 
6 Cu.rent deferred income tuxes 984 984 984 984 984 
7 Other 590 590 590 590 590 
8 Totci Current Assets $ 13,522 (1,564) S 11,959 S 14,229 S 26188 S 9873 S 36061 S 12,749 S 48,809 

* Prop«rtles: 
9 Equipment 

10 land , Buiuiings & irnptoveriients 
23,481 
32,574 

23,481 
129,462 162,036 

23.481 
162,036 

23,481 
162,036 

23.461 
162,036 

11 less accumulated depreciat ion (18,092) (3,772) (21,863) (5,744) (27,603) (5,744) (33,352) (5,744) (39,096) 
12 Nei Properties s 37,963 S 125.691 S 163,653 S (5,744) S 157.909 s (5,744) S 152,165 S (5.744) S 146.421 

Oth«r Assets: 
13 Investmerits in ottier partnorsttip 3,889 3,889 3.889 3,889 3,889 
14 Net ottier assets 1,09*7 1,099 l . fW 1,099 1,099 
15 total ()ltu;r Assets s 4 988 S S 4,988 s S 4,988 s S 4988 c 

V 
S 4 988 

16 total Assets $ 56,473 $ 124.127 $ 180.600 $ 6.485 $ 169,065 $ 4.129 $ 193,214 i 7,004 $ 200,21s 

Liabililiei i Equities 
1 / Accounts l'<!y(]|jlo s 2,399 s 610 S 3,009 s 2,881 S 5,891 s 376 S 6,266 s (282) S 5,984 
18 I X e lo ' arent and oltior related parties 410 2,000 2,410 (l,(XX)) 1,410 (1,000) 410 410 
19 C oc c rue l ) liatjilities 5.378 (3.371) 2,007 3,834 5,841 712 6,553 1.112 7.665 
20 lu l -'1 urrcjnt liabilities s 8 187 s (761) S 7.426 s 5,716 S 13,142 S 87 S 13230 S 830 S 14 059 
21 Long lerrn Detjt 1,5,324 128.221 143,546 (1,342) 142,204 (1,4U)) 140,7.53 (1,475) 139278 
22 Deterred Iricome Taxes 5,203 5,203 5,203 6,203 5.293 
23 lo 'o l liat)ilitlos s 28.715 s 127,460 S 156,175 s 4 374 S 1 ('0,549 s (1,363) S 159,186 s (646) S 158,540 

Stockholder's equity: 
24 Corriinon Sttxjk 2,MX) 2,a» 2 ;/X) 2.500 2,500 
2b AddiiiotKil pa id in caj i i ta l VHI 981 981 981 981 
26 Retairiod earnings 24.278 (3,333) 20945 4 IIO 25(J55 5 492 30 547 7.650 38,197 
2 / total S'ric ktiol<lei's e fu j l y "5' .'/ 759 s (V333) S 24,426 5 4 IIO S 28 5,36 s 5 492 S 34028 s 7 6fO S 41,678 
26 Total Liabilitle!. & Equity V 56,473 $ 124.127 $ 180.600 $ 6.485 $ 169,065 $ 4,129 $ 193,214 $ 7.004 $ 200,216 

Siiaii'ly King Mdjuios C)( oiiiiui & 1 rr, Im 



Consensus Plan 
Income Statement 

(Revised) 

ExhitMf No. JJP-7 
Julys, 1998 

The Texas Mexican Railv\/ay Cornpany 

Adjusted Base 
Period Adjutlmenl 

Year 1 Alter 
Change In Adjusimeni 

Year 2 Atter 
Change in Adjusimeni 

Year 3 Alter 
Change in Adjustment 

Normal Year 
After Change 

Amount Amouni Operations Amount Operaiions Amount Operaiions Amount in Operations 

Oe?criplioi] (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) (000.) 

(a) (b) (d) (e) (0 (g) (h) (1) 
Operat ing Revenues: 

1 Freigtit S 27,139 S e,3C2 S 35,44) S 41,5("S S 76,948 S 5.534 S 82.483 S $ 82.483 
2 Swltctiing 830 254 1.084 1,270 2.354 169 2 524 2,524 

3 Demurrage 624 252 1,077 1,261 2.337 168 2.505 2,506 

4 Incidental 9154 276 1,180 1,382 2,563 164 2.1 ul 2,1 

5 Uncollectible Accounts (719) (201) (921) (1,006) (1,926) (134) (2.060) (2,060) 
6 Total Operat ing Revenues 28,978 8,883 37,861 44,415 82,277 5,922 88,199 88,199 

opera t ing Expenses: 
7 Maintenance of Way % Structures 2.294 384 2,678 491 3.169 - 3,169 

• 
3.169 

6 fvlairi lenance of Equipment 2,651 931 3,581 4,654 8.235 621 6,856 • 8.656 
9 Transportation 13,397 5,204 18.601 25.460 44061 3 347 47 407 (3,075) 44332 

10 General & Adn\inistiative 3,731 129 3861 809 4.670 129 4 799 4 799 
11 Depreciat ion Expense 1,799 1,973 3 772 1.973 5.744 5 744 • 6 744 
12 Loss (Gam) On S<3le of Fixed Assets 
13 Iotal Operat ing [xpenses S 23,872 s 8 621 S 32 493 S 33.366 s 65,679 s 4,096 s 69,975 $ (3 075) $ 66 900 

14 InconDe (Loss) Fronn Operations $ 5.107 $ 262 i 5,369 i 11,029 $ 16.398 $ 1,826 $ 18,223 3,075 i 21,298 

15 Other Income & Expense Net S (24?) s (10,176) s (10.419) s 249 s (10.170) S 267 s (9 902) s 195 s (9 707) 

16 Inc-ome (loss) t^efore income Taxes 4,864 (9,914) (5050) 11.278 6,228 2 093 8 321 3 270 11 591 

1 7 Income Tux r?ate 34% 34% 34% 34% 34% 

IB Income taxes 1.654 (3,371) (1.717) 3,834 2,117 712 2829 1 112 3 941 
19 Nef Income (loss) ± 3.210 1 (6,543) (3,333) 7,443 i 4,110 i 1.381 5492 J 2.158 % 7,650 

Snivcly King Md/umi (I'C'oniiut St I cr tiK' 



Consensus Plan 
Sources and Applications of Funds 

(Revised) 

Fxhibit No. JJP-8 
Julys. 1998 

The Texas Mexican Railway Company 

Year 1 Alter Year 2 After Year 3 After Normal Year 
Base Period Change in Ctiange In Change in Alter Change in 

Adjusted Operations Operaiions Operations Operations 
Description (OOOs) (OOOs) (OOOs) (OOOs) (OOOs) 

(a) (b) ( c ) (d) (e) 
From Operating Activities: 

1 Nef Income (Loss) 3,210 (3,333) 4,110 6,492 7,650 
2 Depreciaf ion 1,799 3.772 5,744 C.744 5,744 
3 Dete iu id Income Taxes 620 
4 Tquity Earnings • l \ j r fnershlp Investment (477) 
5 Dividend Distribution - f 'oftnership investment 556 . 
6 Change in curtent assets - (Increase) or 

Decrease (1,067) (155) (775) (103) 
7 Ct iaruje in current llatjilities - Increase or 

(103) 

(Decrecjse) 533 (2,761) 6,716 1.087 830 
8 Chonr je in ariiounts d u e to/ f rom parent a n d 

other K.'laied (xirties Increase oi (Decrease) 498 2.(x)n (1,(X)0) (l,OOCv̂  . 
9 Net Cash Provided by Oporof ing Acl lv i t lo i S 5,672 S (477) S 14,796 S 11,220 S 14,224 

FrofT, LnyeslingAsllviliss.: 
10 Purctiasjs of t ciuip'nent & Improvements, 

net of gcjin or loss on tJisposition of fixed assets S (15,654) s (129.462) $ $ _ $ 
11 Procei,nib from sale of ir)vestmentb 1,224 _ 
12 lnvestiiu;nt in I cing Term Assets (1,099) - -
13 Net Cash Used by Investing Activities S (15,529) s (129,462) $ - s - S 

FfomJ inancing Acljyities: 
14 l ong l( i rm Debt Bo'r(jwlngs ) 1,524 128,221 (1,342) (1,450) (1,475) 
15 Net Cosh Provided by Financing Activities $ 11,524 s 128,2' ] s (1,342) s (1,450) s (1,475) 

16 Incrc ib i i (Decrease) in Cast) & Casti [ quivalents $ 1,668 s (1 . / I9) $ 13,454 s 9,770 s 12.749 
1 7 Costi Ht ( (ist) Equivolents at Hegir)ning of Year 403 2,071 352 1,3,807 2.3,576 
18 Cash 8. (;asfi Equivalents at Er)d of Year 2,071 $ 352 $ 13,807 $ 23,676 36,325 

Suavely King Majoros O'Connor & I i r , Inc 
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MAYER, BROWN & PLATT 
2 0 0 0 P E N N S Y L V A N I A A V E N U E , N.W. 

W A S H I N G T O N , D C. 2 0 0 0 6 - I 8 8 2 

ERIKA Z. JON'-S 
D l B t C T DIAL ( 2 0 Z ) 7 7 8 - 0 6 4 2 

ejonesOmayerbrown.coiD 

ENTERED 
Office of tha Secretary 

JUL - 9 1998 

_ P M t O l 

Public llM«a 

Julys, 1998 

.V iVV>^_ M * * J » t L E P M O N E 

\ / M * I N FAX 

- 0 4 7 3 

VIA HAND DELIVERY 

Office of the Secretary 
Surface Transportation Board 
Case Control Unit 
1925 K Street. N.W. 
Washington. DC 20423-0001 

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

Dear Secretary Williams: 

Enclosed for filing In the above-captioned proceeding are the original and twenty-
five (25) copies of The Burlington Northern and Santa Fe Railway Company's 
Application for Additional Remedial Conditions Regarding the Houston/Gulf Coast Area, 
and a check for $5,000 to cover the applicable filing fee. Also enclosed is a 3.5-Inch 
disk containing the text ofthe filing in WordPerfect 6.1 format. 

I would appreciate it if you would date-stamp the enclosed extra copy and return 
It to the messenger for our files. 

Enclosures 

FEE RECEIVED 
m - 8 1998 

SURFACE 
TRANSPORTATION BOARD 

cc: Parties of Record 

Sincerely, 

F I L E D Erika Z. Jones 

JUL - 6 1998 

SURFACE 
TRANSPORTATION BOARD 

CHICAGO BERLIN COLOGNE HOUSTON LONDON LOS ANGELES NEW YORK WASHINGTON 

INDEPENDENT MEXICO CITY CORRESPONDENT: JAUREGUI, NAVARRETE, NADER Y ROJAS 

INDEPENDENT PARIS CORRESPONDENT: LAMBERT ARMENIADES & LEE 



1^/3^7 

JUL - 9 

PttWtelfieord 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 (Sub-No. 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMP&^{ AHti^ 
MISSOURI PACIFIC RAILROAD COMPANY 

-CONTROL AND MERGER-

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 

COMPANY, SPCSL CORP.. AND THE DENVER AND RIO GRANDE WESTERN 
RAILROAD COMPANY 

(Houston/Gulf Coast Oversight] 

ft '^8^ 
4) 

APPLICATION FOR ADDITIONAL REMEDIAL CONDITIONS 
REGARDING THE HOUSTON/GULF COAST AREA 

Jeffrey R. Moreland 
Richard E. Weicher 
Michael E. Roper 
Sidney L. Strickland. Jr. 

The Burlington Northern 
and Santa Fe Railway Company 
3017 Lou Menk Drive 
P.O. Box 961039 
Ft. Worth. Texas 76161-0039 
(817) 352-2353 

Erika Z. Jones 
Adrian L. Steel, Jr. 
Kathryn A. Kusske 
Kelley E. O'Brien 

Mayer Brown & Platt 
2000 Pennsylvania Ave., NW 
Washington. DC 20006 
(202) 463-2000 

and 

1700 East Golf Road 
Schaumburg. Illinois 60173 
(847) 995-6887 

FEE RECEIVED 
m - t 1998 

SURFACE 
TRANSPORTATION BOARD 

F I L E D 
JUL - d 1996 

SURFACE 
TRANSPORTATION BOARD 

Attorneys for The Burlington Northern and Santa Fe Railway Company 

July 8. 1998 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

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

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

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAIL\A'AY 

COMPANY, SPCSL CORP., AND THE DENVER AND RIO GRANDE WESTERN 
RAILROAD COMPANY 

[Houston/Gulf Coast Oversight] 

APPLICATION FOR ADDITIONAL REMEDIAL CONDITIONS 
REGARDING THE HOUSTON/GULF COAST AREA 

Pursuant to the Surface Transportation Board's ("Board") Decision Nn 1 in 

Finance Docket No, 32760 (Sub-No, 26), The Burlington Northern and Santa Fe Railway 

Company ("BNSF") hereby submits its Apr'-cation for Additional Remedial Conditions 

Regarding the Houston/Gulf Coast Area. 

INTRODUCTION 

When the Board approved the merger of UP and SP in Decision No. 44 in Finance 

Docket No, 32760, it granted extensive trackage rights to BNSF as a condition of the 

merger and added several other conditions designed to "permit BNSF to replace the 

competition that will be lost when SP is absorbed into UP." Dec. No, 44, at 116. 



However, in so doing, the Board imposed an oversight condition on the merger pu'-suant 

to which it retained jurisdiction (i) to monitor the competitive consequences of the 

merger; (ii) to re-examine whether the conditions imposed by the Board on the merger 

have effectively addressed the consequences they were intended to remedy; and (iii) to 

impose additional remedial conditions if the conditions that were imposed proved 

insufficient. Dec. No. 1, at 5. 

In Decision No, 1, the Board recounted the recent history ofthe UP/SP service 

difficulties, which the Board characterized as having precipitated a "rail service crisis in 

the western United States caused, in large measure, by severely congested UP/SP lines 

In the Houston/Gulf Coast region." Dec. No. 1. at 3. In response to this crisis, the Board 

made substantial, but temporary, changes in the way service is provided in and around 

Houston. STB Service Order No. 1518 (various decisions). In its February 25, 1998 

Decision extending the Service Order to August 2, 1998, the Board observed "that the 

infrastructure throughout the West may be i'̂ creasingly incapable of handling growing 

traffic volumes." The Board went on to note that "ton-mile growth on the SP system over 

that 10-year period [ending in 1996] was 71 percent, while revenue growth was only 18 

percent during the corresponding periv.,d. It would appear that this profitless growth 

contributed heavily to the inadequacy of SP's Houston area infrastructure because there 

were few funds available to invest in the infrastructure." Service Order No. 1518 

Decision, February 25, 1998 at 5, n. 7. 

In Decision No. 1, the Board further observed that, "although merger 

implementation issues were involved, a key factor causing the service emergency was 
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the inadequate rail facilities and infrastructure in the region .. Dec. No. 1, at 4. Since 

the temporary changes ordered by the Board in Service Order No. 1518 were authorized 

by the emergency service provisions ofthe statute (49 U.S.C. § 11123), that provision 

of the law limits the effectiveness of the emergency orders to a period of time not to 

exceed 270 days (currently set to expire on August 2, 1998). The Board thus invited 

interested persons to present "proposals for longer-term solutions to the service situation 

- including those seeking structural industry changes based on perceived competitive 

inadequacies - in formal proceedings outside of Section 11123, particularly in the UP/SP 

merger oversight process." Dec. No. 1, at 4. 

BNSF has carefully considered the Board's analysis and has concluded that the 

Board is correct about tbe current inadequacy of the Houston area rail infrastructure to 

handle the current and projected traffic. In evaluating this issue, and the proposals for 

structural relief that follow in this Application, the Board must consider the fact that 

current traffic and congestion patterns are masking the potential risks at Houston, 

because summer rail traffic volumes are routinely lower than autumn and winter traffic 

volumes. In the next several weeks, predictable seasonal traffic fluctuations will lead to 

increased traffi" th^nuyh Houston, At the same time, the Service Order is about to 

expire, forcing the return through Houston of train movements that have been able to 

avoio Houston as a result of the temporary relief afforded under the Service Order. Wtth 

the expiration of the Service Order on top of the seasonal increases in traffic that can 

reasonably be anticipated for Houston in the near future, the Board has no basis to 

presume that the service crisis will not be exacerbated this autumn. 



BNSF believes that the Beard should act to ensure, to the extent possible, that 

competitive problems induced by the service crisis do not recur by making certain 

structural changes in cer*iin of the conditions imposed on the UP/SP merger. The 

structural changes sought by BNSF in this Application are necessary both to assure 

adequate competitive service to shippers sen/ed by BNSF in the affected region, as well 

as to protect the value of the trackage and other rights obtained by BNSF in its 

settlement agreement with UP/SP in the original merger proceeding. Throughout this 

Appiication, BNSF will refer to the need to correct "structural deficiencies" in the trackage 

and other rights it obtained in the original merger proceeding. By that term, BNSF 

means that the trackage and other rights it received, while sound when originally 

conceived, have degraded substantially as result of the unanticipated service and 

related problems In and around Houston and the Gulf Coast area and as a result of 

unanticipated changes in the structure of the Mexican rail market (including Tex Mex's 

unwillingness to negotiate competitive service arrangements with BNSF for Mexican 

traffic). BNSF has limited its requests for relief to those minimally necessary to address 

these "structural deficiencies' and does not seek access to any additional shippers by 

its Application, 

As the record in Service Order No. 1518 reflects, the service crisis has seriously 

affected BNSF's ability to provide competitive service on its trackage rights lines and at 

"2-to-r points in Houston and, indeed, throughout the West, as the Houston congestion 

problems have radiated outward. In BNSF's view, the Board should act to allow 

pemianent reroutes of Western traffic to avoid Houston, where possible to do so. In this 



Apf lication, BNSF seeks some modest additional trackage rights to allow such 

permanent rerouting fcr some traffic. 

In addition, the Board shouid act to ensure adequate competition for shippers 

seeking access to (or from) Mexico via Brownsville and Laredo, BNSF seeks additional 

conditions solely for the purpose of assuring the adequacy of competition already 

anticipated by the Board when it imposed Brownsville and Laredo conditions in the 

original merger proceeding. 

SUMMARY OF EVIDENCE AND ARGUMENT 

As explained in this Application and in the Verified Statements of Peter J. 

Rickershauser, Ernest L, Hord and Joseph P. Kait submitted herewith, the ability of 

BNSF to provide reliable, dependable and consistent service to shippers under the 

conditions imposed by the Board on the UP/SP merger to preserve competition is being 

thwarted (i) by structural deficiencies in certain of the rights which BNSF received as a 

result of the UP/SP merger on UP's lines in the Houston and Gulf Coast area, and (ii) 

by UP's practice of favoring its trains over the trains of other carriers in situations where 

ihe continuing congestion and service problems on UP's lines preclude normal 

operations. In addition, other post-merger developments involving the relationship 

between Tex Mex and KCS and the structure of the Mexican rail system have adversely 

affected BNSF's ability to provide rail shippers a viable competitive alternative to UP at 

Laredo, TX. Accordingly, structural realignments of certain of BNSF's rights are required 

to shift BNSF traffic to less congested, lower density routes, to enable BNSF to access 

the Laredo gateway directly, and to enable BNSF to provide shippers with the effective 
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and efficient competitive options envisioned by the Board when it approved the UP/SP 

merger. 

As described below and in the accompanying Verified Statements of Messrs. 

Rickershauser and Hord, BNSFs proposed conditions are focused on operational 

changes needed to assure that shippers retain fully effective competitive options. They 

are not designed to increase access by any carrier, including BNSF, to shippers to which 

the carrier does not already have access. The Board has initiated various proceedings, 

including Ex Parte Nos. 573 and 628, to examine issues relating to competitive access, 

and BNSF believes that such issues are properly dealt with in those proceedings. 

As described in the Verified Statement of Professor Kalt, the appropriate standard 

to be applied in this proceeding is whether the remedial conditions requested would 

implement the competitive thrust of the Board's prior orders - preserving the pre-merger 

levels of comoetition, rather than reopening the basic competitive decisions of those 

orders. Two sets of circumstances would justify adjustment of the original conditions. 

First, given the recent service problems of UP, the specific operational rights granted to 

a carrier such as BNSF may not be sufficient to maintain pre-merger levels of 

competitive service to specific groups of shippers. Second, exogenous events, unrelated 

to the post-merger UP's actions and unanticipated by the Board, may have adversely 

affected the ability of the conditions imposed by the Board to protect competit'on. In 

both cases, the Board would be justified in adjusting the conditions it origina..> imposed 

in order to maintain competitive service to the shippers those conditions were intended 

to protect. 



Because ofthe structural deficiencies and UP's practice of favoring itself, BNSF, 

despite extensive efforts, remains a long way from providing the effective competitive 

service to shippers in the Houston and Gulf Coast area that they expect and desire. 

UP's congestion and service problems are continuing and are likely to persist in the 

future. BNSF, other carriers and Houston area shippers are now experiericing 

alternating cycles of several days of sporadic improvement in UP service followed by a 

number of days when service returns to near crisis levels. It is difficult for BNSF to 

provide the vigorous competition the Board anticipated in such an environment of 

unpredictable and unreliable service. 

Because it is BNSF's preference to work first directly with UP to address and 

resolve these types of problems whenever possible, senior BNSF management met with 

senior UP management on June 1, 1998, to present several proposals for the structural 

realignment of BNSF's merger condition rights to enable it to provide rail shippers with 

effective competitive service. BNSF's representatives explained their view that 

congestion in Houston could be substantially lessened by the rerouting of BNSF traffic 

neither originating nor terminating in Houston so as to bypass Houston on less 

congested routes, Lê , a significant amount of BNSF traffic currently routed through 

Houston could be routed through Temple or elsewhere, and they discussed several 

proposals for achieving that result with UP's representatives. BNSF's representatives 

also identified several other proposals designed to overcome severe operational 

handicaps that are being imposed on BNSF's ability to compete elsewhere in south 

Texas outside of the Houston area by rerouting BNSF traffic to less congested UP routes 



and by joining UP directional operations in additional corridors. To date, UP has refused 

to accept any of BNSF's proposals. 

In addition to the structural problems and UP favoritism which have prevented 

BNSF from providing fully competitive alternative service to shippers, KCS' acquisition 

of a 49 percent ownership interest in Tex Mex and KCS' influence over Tex Mex have 

affected BNSF's ability to replace the competition provided by SP at Laredo as an 

interline carrier ith Tex Mex in ways not anticipated at the time of the UP/SP merger. 

\Nhen the merger was approved and BNSF was given the right to serve Laredo via Tex 

Mex, it wan assumed that Tex Mex would continue to act - as it had in the past - as an 

independent, neutral carrier with an incentive to work with BNSF as a replacement for 

SP. However, as discussed below, that assumption has turned out to be incorrect. 

As BNSF previously adviseo the Board in its April 1, 1998 and July 1, 1998 

Progress Reports, BNSF has conducted extensive negotiations with Tex Mex in an 

attempt to reach a long- cernr agreement that would make a BNSF/Tex Mex routing via 

Laredo competitive to UP's service. The absence of such an agreement on 

commercially reasonable terms piecludes BN1F from offering long-term commitments 

to shippers and is a substantial impediment to BNSF's use of its Mexico-related rights 

to provide a competitive discipline on UP at Laredo. In fact, as Mr. Rickershauser 

reports in his Verified Statement, in a number of instances, BNSF has had to turn away 

Laredo gateway traffic because of the level of divisions Tex Mex has offered to BNSF. 

A long-term agreement is also necessary to protect the capital investments BNSF will 
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need to make in order to establish a long-term viable competitive alternative to UP for 

Mexico traffic at that critical gateway, 

BNSF's negotiations with Tex Mex have been unsuccessful,-' BNSF believes that 

Tex Mex's ability to cooperate with BNSF may be impeded by an only recently-disclosed 

provision in a December 1995 agreement between KCS and Transportacion Maritima 

Mexicana ("TMM"), That provision apparently has limited Tex Mex's ability to accept the 

terms under discussion in the BNSF/Tex Mex negotiations,- In BNSF's view, the 

- Negotiations between BNSF and Tex Mex, completed during May, resulted in a 
proposed short-term agreement for interline pricing to and from the Laredo gateway. 
Tex Mex can unilaterally cancel this agreement during the second year. The short-term 
agreement would not ensure and enhance competition in that it does not provide for 
long-term stable pricing structures or service commitments. As a result, BNSF declined 
to agree to the proposed terms, and negotiations have not formally resumed. 

- PNSF was unaware of provision in the December 1995 contract until Mr. Michael 
R. Haverty, President and CEO of KCS, sent a letter on March 9, 1998, to Mr. Robert 
D. Krebs, Chairman. President and CEO of BNSF. A copy of Mr. Haverty's letter is 
attached hereto as Attachment 1. According to Mr. Haverty, some possible outcomes 
of the BNSF/Tex Mex negotiations could result in a breach by TMM, the 51 percent 
owner of Tex Mex, of the December 1995 agreement and could render BNSF liable for 
tortious interference with the KCS-TMM contractual relationship. In a March 12. 1998 
response to Mr. Haverty's letter (a copy attached hereto as Attachment 2), Mr. Krebs 
expressed his concern that the Board, when it was considering the important question 
of how to replace the competition that would be lost at Laredo when UP and SP merged, 
was not informed that Tex Mex might be restricted in its ability to cooperate with any 
Class I carrier other than KCS. In response to Mr. Krebs' letter, Mr. Haverty wrote to Mr, 
Krebs on March 13, 1998, and Mr. William A. Mullins, KCS's counsel, wrote to Chairman 
Morgan on March 16, 1998. Copies of Mr. Haverty's letter and Mr, Mullins' letter are 
attached hereto as Attachments 3 and 4, respectively. In their letters. Messrs, Haverty 
and Mullins asserted that nothing in the KCS-TMM agreement precludes a Tex 
Mex/BNSF interchange agreement but that, in Mr, Haverty's words, "such an agreement 
cannot contain provisions which are in derogation of our rights," As explained in the text 
above, KCS apparently interprets this to mean that any agreement that would enable 
BNSP to compete effectively with KCS for Laredo traffic would be "in derogation of 
[KCS'J rights." 
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revenue divisions and agreement term that it has proposed in those negotiations would 

merely ensure that customers using a BNSF/Tex Mex routing would have access to rates 

and service competitive in the market with those provided by other carriers, including 

KCS.- KCS is, however, interpreting the provision in the KCS-TMM agreement to 

preclude Tex Mex from agreeing to revenue divisions and an agreement term with BNSF 

that would (KCS claims) undermine the KCS-TMM partnership. Indeed, in a March 16. 

1998 letter from KCS' counsel, William A. Mullins, to Chairman Morgan (Attachment 4), 

Mr. Mullins suggested that "rather than constantly complaining about the 'lack of 

cooperation' by Tex Mex" in BNSF's efforts to establish a viable, long-term competitive 

presence at Laredo. "BNSF should spend time developing the Eagle Pass and 

Bi-ownsville gateways". Since that letter, KCS has maintained its position that BNSF 

should not be afforded competitive equal access to the Mexican market via Tex Mex. 

As a result of KCS's position ar.d influence on Tex Mex, a long-term competitive 

BNSF/Tex Mex service offering via Laredo is yet to be established. Because of the 

critical importance of that gateway to shippers in the U.S. and Mexico, action needs to 

be taken to restore the level of competition that such shippers enjoyed before the UP/SP 

merger, when there was competition at Laredo between UP and SP/Tex Mex. 

- A provision in any contract between BNSF and Tex Mex assuring BNSF that its 
divisions will be no worse than those afforded any other carrier interlining with Tex Mex 
would be manifestly erocompetitive. See Verified Statement of Professor Kalt at 16-17. 
It would allow shippers to choose between BNSF/Tex Mex service and KCS/Tex Mex 
service based on which of BNSF or KCS provided better rates for its portion of the haul, not 
based on an attempt by Tex Mex to favor one or the other. 
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Beyond BNSF's less-than-expected ability to exert competitive discipline on UP 

at Laredo through strong intragateway competition, UP also enjoys increased market 

power at Laredo because of a redtction in intergateway competition from pre-merger 

levels. Specifically, Eagle Pass has become a less attractive alternative to Laredo for 

many shippers than it was pre-merger, thus further insulating UP's Laredo operations 

from market discipline. This change results from unforeseen developments in Mexico. 

Although it was well known at the time of the UP/SP merger that the then-government-

owned Mexican rail system would be privatized, competition between the two resulting 

northern privatized regional networks via trackage rights and reciprocal switching was 

expected at major common points within Mexico, Such competition has not materialized. 

Instead, those two networks remain closed systems, interlining but not competing head-

to-head, with many Mexican customers served by only one carrier. 

This lower-than-expected level of competition in Mexico means that the gateways 

between Mexico and the United States have become increasingly segmented and 

differentiated by the serving Mexican carrier to a degree that was not expected before 

the merger. It is of increasing importance to shippers which Mexican carrier will carry 

their traffic to/from its destination/origin and which border crossing will be used. As a 

result, the ability of BNSF service at Eagle Pass to discipline UP service at Laredo has 

been reduced. Therefore, the importance of providing competition in servicing Laredo 

north of the border for Transportacion Ferroviara Mexicana ("TFM") customers has 

likewise Increased, and the Board should act to assure that competition to that gateway 

is vigorous and viable for BNSF as a post-merger replacement for SP. 
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BNSF's proposed conditions properly raflect the appropriate scope of the oversight 

stage of a merger proceeding. As discussed in the Verified Statement of Professor Kalt, 

BNSF has first identified specific impediments to its ability to fulfill the post-merger 

competitive role envisioned by the Board as a replacement for SP. Second, BNSF has 

requested conditions which, without expanding its access to shippers, would improve its 

ability to provide competitive service by directing traffic away from Houston and 

congested Gulf Coast lines, coordinating BNSF's operations with UP's changing 

practices (such as directional running), and improving the switching and dispatching in 

areas where problems have been identified. Third, with respect to the Laredo gateway. 

BNSF has requested conditions which respond narrowly to the unique combination of 

UP's post-merger service problems, the constraints on competition created by the 

KCS/Tex Mex relationship, and the failure of competition to develop in Mexico. 

In sum, when the UP/SP morger was approved, the Board contemplated that 

BNSF would be able to provide effective competition to UP under the conditions it 

imposed on the merger. The problems and concerns discussed above threaten to 

undercut that competition. Accordingly, consistent with standard set forth in the Board's 

Decision No. 1, BNSF proposes several structural realignments that will permit BNSF 

to provide such competition and efficient service to shippers, without expanding its 

access to shippers beyond that previously authorized by the Board. The probative 

evidence contained in this Application, including the statements of support by shippers 

and others for BNSF's structural realignments, demonstrates the "legitimacy and viability 
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of longer-term proposals . . . as they pertain to service and competition" in the 

Houston/Gulf Coast area, Dec. No. 1 at 5. 

BNSF'S REQUESTS FOR STRUCTURAL REALIGNMENTS 

The structural realignments that BNSF proposes are of two types. The majority 

of the proposals are designed to make long-term contributions toward overcoming the 

structural deficiencies discussed above, eliminating UP's favoritism, and relieving the 

ccngestion and service problems in the Houston area and elsewhere by permitting BNSF 

to bypass the congested areas and by modifying BNSF's rights and UP's operating 

practices. In addition, they will jDrovide competitive alternatives to shippers that are not 

now available by shifting traffic from congested lines with low service quality to less 

congested lines over which BNSF can provide *)etter and more competitive sen/ice to 

shippers. These proposals are: 

1) In order to provide BNSF with the long-term operational flexibility 
necessary to avoid the highly-congested UP lines between Temple and 
San Antonio, TX and between Algoa and Corpus Christi, TX, grant BNSF 
permanent bidirectional overhead trackage rights on UP's Caldwell-
Flatonia-San Antonio and Caldwell-Flatonia-Placedo lines; 

2) In order to enable BNSF to tiegin effective and competitive trackage rights 
service to both Brownsville and the TFM connection at Matamoros, 
replacing UP's erratic and often substantially delayed haulage service in 
this corridor, and because of the current unique rail routes in the 
Brownsville area resulting from an incomplete rail bypass project, allow 
BNSF to operate via trackage rights over both the UP line and the SP line 
between Harlingen and Brownsville, TX (until such time that UP constructs 
a connection between the UP and SP lines at Brownsville, thereby 
completing the rail bypass project) and the Brownsville & Rio Grande 
International Railroad ("BRGI") to act as BNSF's agent for such service; 

3) In order to enable BNSF to avoid congestion on the UP lines between 
Temple and Taylor, and Taylor and Sealy, and to provide a less circuitous 
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routing to shippers, grant BNSF overhead trackage rights on •he UP 
Taylor-Milano line; 

4) Because UP's local switch service via haulage and reciprocal switch 
between BNSF and its customers has been unacceptable, order neutral 
switching supervision on the former SP Baytown and Cedar Bayou 
Branches and on the former SP Sabine and Chaison Branches serving the 
Beaumont-Port Arthur, TX area. The neutral switching supervisor would 
be selected by the parties unless they were unable to agree, in which 
event the neutral switching supervisor would be selected by an arbitrator; 

5) In order to eliminate significant delays caused by UP to BNSF's trains 
providing service to the Houston Public Elevator, order the Port Terminal 
Railroad Association ("PTRA") operation of the UP Clinton Branch in 
Houston; 

6) In order to enable BNSF to provide efficient competitive operations and to 
compete with UP. grant BNSF overhead trackage rights to enable BNSF, 
should it detennine to do so, to join the directional operations over any UP 
line or lines in corridors where BNSF has trackage rights over one. but not 
both, lines involved in the UP directional flows, including, specifically, over 
the Fort Worth to Dallas, TX line (via Arlingion); 

7) In order to enable BNSF to avoid the continuing congestion in the Houston 
terminal area, grant BNSF trackage rights on additional UP lines for BNSF 
to operate over any available clear routes through the terminal as 
determined and managed by the Spring Consolidated Dispatching Center, 
including the SP route between West Junction and Tower 26 via Chaney 
Junction; and 

8) Because of the increasing congestion in the corridor and the need to better 
coordinate BNSF and UP trains arriving and departing the Houston area 
on UP lines north of Houston, order the coordinated dispatching of 
operations over the UP and SP routes between Houstor, and Longview, 
TX, and Houston and Shreveport. LA, by the Spring Consolidated 
Dispatching Center. 

Unless BNSF's proposed realignments are undertaken, BNSF will not be able to 

provide the reliable and dependable competitive service that shippers have a right to 

expect and that the Board envisioned when it approved the merger. The requested 

additional conditions are also required to enhance the effectiveness of directional running 
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and other operational changes in the Gulf Coast area adopted by UP in an effort to 

increase capacity and reduce congestion. Further, the proposals will lessen the 

infractructure and capital investment needed in the Houston area by decreasing the 

amount of traffic going through Houston, and they will allow capital that othen/vise might 

be required in Houston to be used for other equally critical rail purposes. The 

realignments will also benefit UP and shippers on UP by removing traffic from its 

congested lines and by enabling it to provide more reliable and efficient service to its 

own shippers over those lines. 

BNSF's other proposal - overhead trackage rights over UP's line between San 

Antonio and Laredo - is designed to assure that competition at this critical Mexican 

gateway does not continue to be adversely impacted by (1) the unnecessary routing of 

traffic through Houston. UP's south Texas congestion and service problems and UP's 

favoritism of its own business, and (2) the unforeseen changes in market structuring. 

Including the influence of KCS on Tex Mex's ability to work with BNSF at Laredo and the 

unexpected lack of direct competition in the privatized Mexican rail system. The 

conditions requested by BNSF would ensure that these conditions do not prevent 

shippers from receiving fully competitive service at that gateway. In the event the Board 

rletemnines that such trackage rights should not be granted. BNSF alternatively requests 

that Tex Mex be required to provide interline service to BNSF at rates and service levels 

the same or better than those offered by Tex Mex to any other interline carrier. 

BNSF's proposals for structural realignments will not expand its access to 

shippers and will not substantially affect Tex Mex or UP traffic levals). BNSF's 
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information indicates that the level of traffic that Tex Mex has gained since the merger 

of UP/SP has been substantial and that the overall level of traffic Tex Mex would 

continue to participate in if BNSF were to be granted trackage rights to Laredo would not 

be substantially affected. Indeed, through the ownership arrangements of Tex Mex by 

KCS and TMM, as wel! as Tex Mex's access to Houston and a connection with KCS at 

Beaumont, Tex Mex has more than replicated its pre-merger Corpus Christi connection 

with SP, It now has a second direct interchange connection with U S, Class I carrier 

(KCS) in addition to its connection with BNSF. and it gained access to customers in 

Houston, one of the largest rail originating and terminating stations in the United States 

for business moving to and from its primary market, Mexico, In addition, a recently 

announced marketing agreement between Canadian National ("CN"), Illinois Central 

("IC"), and KCS will channel additional business to and from Mexico via Tex Mex and the 

Laredo gateway, Tex Mex's negotiations with BNSF over the past year, at the direction 

of its owners, have shown BNSF that Tex Mex is neither interested in. particularly wants, 

nor needs BNSF's Laredo gateway traffic, and that, given a choice between U.S. 

connecting carriers, it has chosen to be KCS dependent and linked rather than be an 

interline partner with BNSF, BNSF's analysis of train flows also shows that BNSF is 

likely to gain at most one train per day from UP. 

Finally, UP has proposed various infrastructure improvements for the Houston and 

Gulf Coast area in its May 1, 1998 "Report on Houston and Gulf Coast Infrastructure" 

filed in the Ex Parte No. 573 and Service Order No, 1518 proceedings that might 

eventually help relieve the congestion and service problems if they are in fact 
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implemented. There is, however, no commitment by UP to many of the capital 

investments proposed in its report, and any relief for shippers resulting from the 

proposed projects, even if completed, may be years in the future. Notwithstanding UP's 

proposed infrastructure projects, the present inability of BNSF to efficiently implement 

the Board's conditions designed to provide competitive alternatives to shippers calls for 

immediate and permanent remedial action. 

SUPPORTING INFORMATION FOR APPLICATION 
PURSUANT TO 49 C.F.R. § 1180 

This Section contains supporting information for BNSF's request for structural 

realignments of the conditions previously granted by the Board in Decision No. 44. For 

the convenience of the Board, BNSF has organized its supporting information according 

to the Board's regulations at 49 C F R, § 1180, as applicable to its request. 

Descriotion Of The Proposed Structural Realignments 1180,6(a)(1)(i)). 

A comprehensive description of BNSF's proposal for structural realignments is set 

forth in the accompanying Verified Statements of Messrs. Rickershauser and Hord. In 

summary, BNSF proposes that the following additional conditions be imposed by the 

Board: 

1) Grant BNSF permanent bidirectional overhead trackage rights on UP's 
Caldwell-Flatonia-San Antonio (from MP 30.8 at Caldwell to MP 219.1 at 
Heafer Junction) and Caldwell-Flatonia-Placedo lines (from MP 30.8 at 
Caldwell in UP's Ennis Subdivision to MP 14.2 at Placedo in UP's Victoria 
Subdivision); 

2) Allow BNSF to operate via trackage rights over both the UP line and the 
SP line (from MP 172.6 to MP 205.2 ) between Harlingen and Brownsville. 
TX (until such time that UP constructs a connection between the UP and 
SP lines at Brownsville, completing the rail bypass project) and BRGI to act 
as BNSF's agent for such service; 
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3) Grant BNSF overhead trackage rights on the UP Taylor-Milano line from 
MP 109.90 at Milano to MP 144.4 at Taylor; 

4) Order neutral switching supervision on the former SP Baytown Branch and 
Cedar Bayou Branch and on the former SP Sabine Branch and Chaison 
Branch serving the Beaumont and Port Arthur. TX area. The neutral 
switching supervisor would be selected by the parties, unless they were 
unable to agree, in which event the neutral switching supervisor would be 
selected by an arbitrator; 

5) Order PTRA operation of the UP Clinton Branch in Houston; 

6) Grant BNSF overhead trackage rights to enable BNSF. should it detennine 
to do so, to join the directional operations over any UP line or lines where 
UP commences directional operations and where BNSF has trackage rights 
over one, but not both, lines involved in the UP directional flows, including, 
specifically, over the Fort Worth to Dallas, TX line (via Arlington); 

7) Grant BNSF trackage rights on additional UP lines in the Houston terminal 
area for BNSF to operate over any available clear routes through the 
terminal as determined and managed by the Spring Consolidated 
Dispatching Center, including, but not limited to. the former SP route 
between West Junction and Tower 26 via Chaney Junction; 

8) Order the coordinated dispatching of operations over the UP and SP routes 
between Houston and Longview, TX and Houston and Shreveport, LA. by 
the Spring Consolidated Dispatching Center; and 

9) Grant BNSF overhead trackage rights on UP's San Antonio-Laredo line 
between MP 264,3 at South San Antonio and MP 412.51 at Laredo. 

The granting of these structural realignments will ensure that the Board's intent 

in granting BNSF certain conditions to ameliorate the anticompetitive effects of the 

UP/SP merger will be fully realized. 

In conjunction with its request for trackage rights on UP's line to Laredo. BNSF 

is also seeking terminal rights over the International Bridge in Laredo. 
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BNSF's business and telephone number for purposes of this proceeding are: 

The Burlington Northern 
and Santa Fe Railway Company 
3017 Lou Menk Drive 
P.O. Box 961039 
Ft, Worth. Texas 76161-0039 
(817) 352-2353 

The names and addresses of BNSF's counsel to whom questions concerning this 

proceeding can be addressed are: 

Jeffrey R. Moreland 
Richard E. Weicher 
Michael E, Roper 
Sidniey L. Strickland, Jr. 
The Buriington Northern 
and Santa Fe Railway Company 
3017 Lou Menk Drive 
P.O. Box 961039 
Ft. Worth, Texas 76161-0039 
(817) 352-2353 

Erika Z. Jones 
Adrian L. Steel, Jr. 
Kathryn A. Kusske 
Kelley E. O'Brien 
Mayer, Brown & Platt 
2000 Pennsylvania Avenue. N.W. 
Washington, O.C. 20006 
(202) 463-2000 

Proposed Time Schedule For Consummation Of 
The Structural Realignments 1180.6(a)(1)ni)). 

BNSF is committed to implementing the requested structural realignments as 

soon as practicable upon imposition by the Board, 
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Purpose Sought To Be Accomplished By 
The Remedial Conditions 1180,6(a)(1)(iii)). 

The purpose sought to be accomplished by the proposed structural realignments 

is fully discussed in the accompanying Verified Statements. 

The Nature And Amount Of Any New Securities 
Or Other Financial Arrangements (̂  1180.6(a)n)(iv)). 

BNSF does not plan to issue any new securities or need special financial 

arrangements in order to implement the requested structural realignments. 

Public Interest JustificationsfS 1180.6(a)̂ 2)), 

As more fully discussed, the accompanying Verified Statements of Messrs. 

Rickershauser. Hord and Kalt, the structural realignments BNSF proposes will enhance 

BNSF's ability to provide reliable, dependable and consistent service in the Houston, 

south Texas and Guif Coast areas. BNSF has not been able to provide such service to 

shippers in these areas because of the congestion in and around the Houston area and 

on UP lines in south Texas and because of post-merger developments involving the 

relationship between Tex Mex and KCS and the structure of the Mexican rail system. 

Absent imposition of such realignments, the Board's intent to ameliorate the 

anticompetitive impacts of the UP/SP merger by granting BNSF rights will not be 

realized. The interests of the shipping public would be served by the requested 

structural realignments. 
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Effect On Competition (̂  1180.6(a)(2)(i)). 

The effect of the structural realignments on intramodal competition is discussed 

In the Verified Statements of Messrs. Kalt and Rickershauser, The structural 

realignments will provide BNSF with the necessary tools to compete effectively against 

UP as the Board envisioned in the UP/SP merger. 

Financial Consideration (S 1180.6(a)(2)(ii)). 

The structural realignments will result in operating economies, including operating 

savings, from the rerouting of current BNSF traffic over shorter distances and from 

operation flexibility. There is also expected to be an increase in traffic, and resulting 

Increased BNSF revenues and earnings available for fixed charges and net earnings. 

Effect Of The Increase. If Any, Of Total Fixed 
Charges Resulting From The Structural Realignment (S 1180.6(a)(2)(iii)). 

There is not expected to be any increase in the total fixed charges as a result of 

the structural realignments. 

Effect Upon Adequacv Of Transportation Service To The Public (S 1180.6(a)(2)(iv)). 

The proposed structural realignments will improve the adequacy of transportation 

sen/ice to the public by providing BNSF with less congested routing options for its traffic, 

as well as freeing up needed capacity on congested routes for UP and Tex Mex traffic. 

As a result, shippers who have been experiencing service problems due to the 

congestion in and around Houston will benefit from all three carriers' increased ability to 

provide more reliable and improved operations in the region. 
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Effect Upon Emolovees (S 1180.6(a)r2)M). 

BNSF does not anticipate that any BNSF employees will be adversely affected by 

the proposed structural realignments. 

Effect Of Inclusior (Or Lack Of Inclusion) 
Of Other Railroads In The Territorv (̂  1180.6(a)(2)(vi)). 

Inclusion is not a relevant consideration in this proceeding because the structural 

realignments proposed do not involve the merger or control of at least two Class I 

railroads. Cf 49 U.S.C. § 11324 (b)(2). It will not result in harm to essential sen/ice 

provided by BNSF, and therefore there is no basis for ordering the inclusion of any 

carrier. 

Other Supporting Or Descriptive Statements (S 1180.6(a)(3)). 

Numerous shippers and others support BNSF's requests for additional 

remedial conditions. Verified Statements of support, received to date, are attached 

hereto as Exhibit 5. 

A List Of States In Which Any Part Of 
The Propertv Of Applicant Is Situated (S 1180,6(a)(5)). 

The states in which the real property of Applicant BNSF is situated and in which 

it conducts railroad operations are as follows: 

Alabama, Arizona, Arkansas, California, Colorado, Florida, Idaho, Illinois, 
lowa, Kansas, Kentucky, Louisiana, Minnesota, Mississippi, Missouri, 
Montana, Nebraska, New Mexico, North Dakota, Oklahoma, Oregon. South 
Dakota, Tennessee. Texas, Washington, Wisconsin, V\̂ oming, and trte 
Canadian Province of British Columbia. 
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Map (S 1180.6(a)(6)). 

BNSF is submitting with this Application various maps which depict other rail lines 

in the territory and principal geographic points in the region, as well as the routes 

involved in the additional remedial conditions BNSF has requested. 

Explanation Of The Transaction (S 1180.6(a)(7)(i)). 

The nature and terms of the proposed structural realignments are described in 

the Verified Statements of Messrs. Rickershauser and Hord. With respect to the 

trackage rights to be granted to BNSF, BNSF proposes that UP be compensated under 

the same terms as were approved in the BNSF Settlement Agreement. 

Agreements (§1180.6 (a)(7)(ii)). 

BNSF proposes that PTRA's operation of the UP Clinton Branch in Houston would 

be governed by the dispatching protocol required under the Chemical Manufacturers 

Association Agreement dated April 18, 1996 (hereinafter referred to as "dispatching 

protocol"). With respect to the provision of neutral switching on the Baytown. Cedar 

Bayou, Sabine, and Chaison Branches, BNSF proposes that those operations also be 

governed by the dispatching protocol. In addition. BNSF proposes that the trackage 

rights it has requested would be governed by agreements similar to those entered into 

between BNSF and UP for the trackage rights granted BNSF in Decision No. 44. 

Consolidated Companv Information (g 1180.6(a)(7)(iii)). 

This section of the regulations does not apply to BNSF's proposal since it does 

not involve a merger or consolidation. 
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Court Order (S 1180.6(a)(7)(iv)). 

BNSF is the real party in interest: this section is therefore inapplicable. 

Propertv Included In The Proposed Remedial Conditions (S 1180.6(a)(7)(v)). 

The property included in BNSF's proposal for structural realignments involves 

property of UP, Tex Mex and PTRA located in Texas as further detailed in the maps 

attached to the Verified Statement of Mr, Hord. 

Description Of The Principal Routes And 
Termini Of The Lines Involved (S 1180,6(a)(7)(vi)), 

See Operating Plan as set forth in the Verified Statement of Mr. Hord. 

Government Assistance (S 1180.6(a)(7)(vii)). 

No governmental financia' assistance is involved in the proposal. 

Environmental Data (S 1180.6(a)(8)). 

Based upon the traffic studies and other analysis accompanying this filing. BNSF 

does not expect that the rerouting of BNSF existing rail traffic and additional traffic from 

diversions that is reasonable and likely to be associated with the proposed structural 

realignments will result in any significant changes in operations of the lines at issue that 

would exceed the thresholds in 49 C.F.R. § 1105.7(e)(4)or (5). 

More specifically, the proposed structural realignments will not involve the 

diversion from rail to motor carriage of more than (i) 1000 rail carioads a year, or (ii) an 

average of 50 rail carloads per mile per year for any part of the affected line. 49 C.F.R. 

§ 1105.7(e)(4), Nor will the proposed structural realignments involve: 

(A) An increase in rail traffic of at least 100 percent (measured in gross ton 
miles annually) or an increase of at least eight trains a day on any 
segment of rail line affected by the proposal, or (B) An increase in rail yard 
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activity of at least VOO percent (measured by carload activity), or (C) An 
average increase in truck traffic of more than 10 percent of the average 
daily traffic or 50 vehicles a day on any affected road segment. 

49 C F.R, § 1105 7(e)(5). 

No historic report is required under 49 C F R, § 1105.8 because the trackage 

rights proposed under BNSF's structural realignments will not substantially change the 

level maintenance of railroad property. See 49 C F R, § 1105.8(b)(3). 

Market Impact Analvsis (g 1180.7), 

BNSF has analyzed the traffic flows as they existed prior to the filing of this 

Application and as they would exist if BNSF's Application were granted. This analysis 

is presented in the Verified Statements of Messrs. Rickershauser and Richard W, Brown. 

Further, a market impact analysis of BNSF's request for trackage rights from San 

Antonio to Laredo is found at Attachment 1 to the Verified Statement of Mr. Brown, 

Operating Plan ( S 1180.8). 

The Operating Plan, set forth in the Verified Statement of Mr. Hord, describes 

BNSF's planned operations under the proposed structural realignments, 

CONCLUSION 

BNSF's efforts to provide reliable, dependable and consistent service over its 

trackage rights lires are continuing to be hampered by the structural deficiencies in 

BNSF's rights discussed above and by the disproportionate impact, whether intentional 

or not. that the congestion and service problems on UP's lines are having on BNSF's 

operations. In addition, other post-merger developments involving the relationship 

between Tex Mex and KCS and the structure of the Mexican rail system have adversely 
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affected BNSF's ability to provide rail shippers a viable competitive alternative to UP at 

Laredo. TX. BNSF's proposals - designed to divert traffic away from Houston and other 

congested areas and to ensure timely and reliable switching in the Houston area and 

along the Gulf Coast - would allow BNSF to effectively offer competitive service in the 

areas in which the Board intended BNSF to be a competitive replacement for the former 

SP. Those proposals are not designed to increase BNSF's access to any additional 

shippers, but instead are those which BNSF believes are minimally necessary to ensure 

that the competition which the Board envisioned when it approved the UP/SP merger can 

be achieved. 
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Respecffully submitted. 

£i2.ko ^'^oNiEr/dis 

Jeffrey R. Moreland Erika Z. Jones 
Richard E. Weicher Adrian L. Steel, Jr. 
Michael E, Roper Kathryn A. Kusske 
Sidney L. Strickland, Jr. Kelley E. O'Brien 

The Buriington Northern Mayer, Brown & Platt 
and Santa Fe Railway Company 2000 Pennsylvania Ave., NW 
3017 Lou Menk Drive Washington, DC 20006 
P.O. Box 961039 (202) 463-2000 

Ft. Worth, Texas 76161-0039 
(817) 352-2353 

and 

1700 East Golf Road 
Schaumburg, Illinois 60173 
(847) 995-6887 

Attorneys for The Buriington Northern and Santa Fe Railway Company 

July 8, 1998 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Application For Additional Remedial 

Conditions Regarding the Houston/Gulf Coast Area is being sen/ed, by first-class mail or 

hand delivery, on all parties of record in this proceeding. 

Adrian L. Steel, Jr. 

Julys, 1998 
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T H E KANSAS CITY SOUTHERN RAO-WAY COMPANY 
iK« wear cLKvCNTn ar i tccr 

KAMSAS CITY, MISSOURI •4ie»>i«e4 

•f •»**«»•.^ ?r M«h 9.1991 
pmtmietttT 

Mr.]UbcnO.KKbs 
CbainuB. fittidnt Ic CEO 
Sutlinston Northern SSDS Fe 
2650 lou Menk Dii%« 
fLWoith.TX 76131-2130 

DetrRob: 

It occurs CO me io Uftain^ to tai rMdins ycur comaiMCt nnetmina SNSP'c propoaed 
}«UiieAship d̂tk Tcx»Mejc. you nay oor have eoaiidcredKansas City SouAetn/Tek-Mn 
relationship. The Kansas City Southem aad T»aiispon«et6a Maritima Kfexicaaa eaiend into a 
Joiai Veniuzc Airecmetf on December \, 1995, in which it w%s ajpted diat teek petty wouid use 
its best eSbtts to develop Xiexicaa tnfISc vî i Tex*Mex and the KCS tail system la the Ufî d 
States. lodecd, the Joiat Ventuie Agreemem specifically provides that "it teimdentood aod 
agieed between the paraei hereto !hac die Joioc vennire ibk'l be the exelusUeaî eucy Uf both 
parties in tbe ctettioD, development and eotaascetnent of sueh nil ttaffie between the Uoiied 
States aad Mexico." Other inplemeotinif agi cements undeneore the ptit'es* obligtiioQ aot to 
eagate la activities ia competitioa with or adverse te tht joint ycaase cooccpt. 

Systonatic activity which is aimed et devahnn< ihe KCS franchise tou{h interference with a 
valuable cootractual business relaaeoship violates the law. Wc are prepared te take whatever 
action that may be required to ptorea our fraaehise, to eafaice cur contractual rigfaa and to 
prevent the dimiption of our relationifaips. 

You shcuid also be awani iha: the audiecity ef Tex-Mex oacvtives to execute aa agiccaem with 
BNSF covoiac Tex-Men's haadiiai of BNSF tnflie is Uahtd aod will requite Tex-Mex board 
approval if cemia paraaieters are exceeded. 

There is ample opportunity for BNSF te operate very pre&ably in cooaectieB whh Tex-Mex 
without the degndctton ofthe KCS aad widiout disrupdoo of the XCS*Tex>Mex-TFM 
parmership. 1 remain hopeful that the SNSF will choose s act lawfully aad cooperaiivtly. 

Riehaxd P. BtucniAC 
Allan Van Fleet, Esq.. Vinson A Elldas 

Siaeertly, 

Michael R . f t a ^ ^ ^ 
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m u ^ e RotatT 0. Kms 
MiMA^mM^C 1̂  .I'M •• •'/, •• - - -* 

••«ii.,u-iu.nL,,i 
CkvfUimdm Ofltn 

POBaM1052 
PwiWcf̂ TX H t M n t 
2650 LM Dim 2R4 HMT 
KMxW(MA'nC 7<t3MSSe 
117.3524400 
117-352.7100 F B 

March 12.1998 
Mr. Michael R. Hivexty 
President and 
Chief Executive Officer 
Tlie Kansas City Southein Railwty Contpany 
114 West Elevenft Street 
Kansis City, Missouri 64105-1804 

POBaM1052 
PwiWcf̂ TX H t M n t 
2650 LM Dim 2R4 HMT 
KMxW(MA'nC 7<t3MSSe 
117.3524400 
117-352.7100 F B 

March 12.1998 

Deer Mike: 

Tbis is m response '.o your letter of March 9, «^ch frankly took me by surprise. Wha the 
Surface Transportition Board approved the UP/SP merger in 1996, enc ofthe eooditioas of approval was 
that BNSF be given access to Tex Mex so thai BNSF could coŝ ete widi the merged UP/SP for traffic 
over Laredo. Since that time, BNSF has been worldng hard to establish a durable relationship with Tc9C 
Mex in accordance with (he Board's conditions and expeetadons. 

You now seem to be asserhig that there Is a contract, executed in 199S. that very substantially 
limits the ability of Tex Mex to cooperate widi BNSF, in accordance with the Board's expectations. To 
the best of my knowledge, that contract was never previously brought to die attendon of BNSF or tha 
Surface Transportadon Board. It is not fl»*tible for BNSF to analyze the limitatioos, if any, that die 
1993 contract places on Tex Mex's ability to cooperate with BNSF vmless you st^ly a copy of that 
contract to us. I therefore request that you send me a copy as soon as possible. 

&i the meantime, BNSF and Tex Mex will - in Cut, must - continue to cooperate as interline 
parlnen, which necessarily requires them to agree with each other on basic terns such as divisions to 
provide effective service to shippers. I assume that you are not taking the position diat such coopention, 
which is the essence ofthe condition imposed by the Board, violates any agreement between KCS and 
TMM (or any other party). 

Once you have supplied me with a copy of die 1995 contract and any hriplemeatine agreements, 
our lawyers will analyxe it to determine what limitatioos, if any, it places on BNSF and what actions, if 
any, BNSF should request from die Surface Transportation Board 

I ean assure yoa Uiat die policy of BNSF is to compete vigorously but lawfully. 

Sincerely, 

Robert D. Krebs 

eo: Hon. Linda Morgan w/enc. 
Hon. Gus Owen w/enc 
Hon. Vemon Williams w/«c. 
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T M C K A N S A S C I T Y S O U T H E R N RAILWAY C O M P A N Y 

K*M£AS CITY. Missoum c<«ies-iao« 

'UtomMt^ A. n«ycPTr 
pmwaiotmr 

March 13.1998 

Mr. Robert D. Kreds VU FAX 117-352.7180 
Chaimnn, Preskf em and CEO 
Burlington Nonhem Santa Fa Corporabcn 
2650 Lou Menk Drive 
FL Wbith. TX 76131-2830 

Dear Hob: 

In response to your Isttar of March 12.1 must say inat I am ouzzled by your tt^ressioni 
of 'surprvsa' and b«i(eve that you seriously misundewtand our purpose in writing you. 

The nrtatidnsrjip betmen TFM. Tex Mex. and KCS was thoreughly dlaomed at 
meetfnga in fate 1396 atiendad by BNSF personnel at lhe highest level. My letter was 
not intended to inform you of itf nature of our relatfonshtp. of which you already were 
aware, but merely to noue that it nad been specified in formal contract 

Your teliar seems to indicate that Tex Mex's rote under tne UP/SP merger conditions ia 
to operate as BNSFs minion, at whatever cost to Tex Mex. and lhat the STB intended 
and expected sucn a stmcture. We believe mat condmons granted Tex Mex in the 
UP/SP proceedmg are for the benefit of tfte Tex Mex. of shippers, and of compeo'tion 
Arjy attempt to charactenze the STB's order as requiring unroniteo acquiescence to 
BNSF demands is (imply unjustified and 'rmproper. I have directed our legal counsel to 
address these Jssuas and to infomj the STB of our posltidn. 

Wedfd not sey in our fetter, and you are wholly ur̂ justiifed in stadng. that our eontraet 
nghts -very substantraHy limit the abrrty of the Tex Mex to cooperate with BNSF * V * 
t t V l ^ ^ ' l ! ? ° ' ^^^^ Wex that negotiatiens coiitfnue. 
vfe further believe ihat there is absoiutely no reason that a -cooperative" aareement 
cannot be neach^ botween Tex Mex and BNSF mat is profitableTboth pTrdSand 
improves rail service. We remain firm in our position, however, that such an agreement 
cannot contain provisions which aue in derogation of our rights. 



Mr.lCrebs 
Marcti 13.1998 
Page 2 

we are endosing pertinent sections of our joim venture agreemem with TMM. W^ trust 
that BNSF is willing to continue discussion with Tex Mex while respecting the 
agreement between its owneis. 

Sincerely. 

MichadR.H»^r 

Mononlbfe Unda Morgan 
Honorable Gus Owen 
Honorable Vemon Wilibms 



soxxt vsMTUKB xcmrzxnrr 

TBia JoiBt Vasevrs )^9ro«Btac xs r.aoe «s of che isc dsy of 
Ceeeouicr. 199S &y e.'̂ .o sac-̂ een T7aaapore«eien Marxrlae J(eaae«ae« 
a . l . as Qtty,, a .*'.ex:.can carpoz9t;i,on ("T^Oi*; and Xaaaaa city 
aesOian zaauarsrias. a Delaware co^oracicn ("xcsz*). 

Z I X ! 2 £ £ B 2 S : 

wsnxsui, KCSI reco^lzes and values zrsf's a«pcr&eAC« osid 
•xperclse as an ineerr.acisnai frelghc cairricr ana In tuza, 
reeo^niaes and values XCSI's experience and expertise, cftrouah ics 
higaly efcieienr r s i l suosidiary. The Kansas cicy Sotimewi Railtny 
coapany, «« a class l railroad in e.n« t/niced fieae«sr 

. , '-e gcvemaenc ef che Unired Kexidan scares has 
aiuiouneeo xcj ince.-.-isn sell rarcam incerescs m ra i l svsceaa 
in tne aniced Kexlcar. isises taacn seen incermsc saing refazrad to 
nerein as a - R « I I Svstea-j c.trcc;n a oicding process en ceru and 
condicioos CO oe annoancea ty cie Canted Keacican Scares govenvenc* 

I. T>0( and XCSI 2re desirous ef rsr=i-r z j^isr 
vencute ro aioce an cffer co purcnase an inceresc in r.ne Raî " 
Systeas and chereatcer co eperarc che Rail sysreasr 

l l lWXa, -not and KCSI are also desixotts of previdim 
- 2 ^ 2 2 S ^ " « ' « ^ " » Oelavare corroracion (-rex-Ke/-J. o5Sd 
—Jr -•.n axici ano 

notSMf, -nw and KCSI also desire co explore addicional 
prejecra r.lared ta cne ownership and opararion of r a i l sysceia. 

war, rmzTTOtx. z.ie parcles agree as fellous: 

aRtrcu I 

drpose 

f.y- . . . V * ' ^''F?*^^^'^ aad.T>un[oaa. r>o» and KCSI hereoy agree eo 
5 f3 * venture. =.-.e purposes of which are es foilovi- f i r co 
cohduer CQ.pren«nsive due diligence cf the R . i l Sy,ce«fi 
wich reapecc co cie financial, ooerarional aw l ^ k i f i S t S ? 

i i i ' i l J ^ ""̂ r̂  «cn-agreTfoUoulhg i T V o e J l S S S oc sMGti due di.lj.9«nea analysis, sa prepare a vrlv^a^ hirf 

f ? r « J f * ^ J * , * * - Syiceas. as ,u^n S i ? SystelS 

« e r a c ' i l r V ^ ^ ^ ^ ^ 
RaiA sysce»s vich tne rail syscess operated by KCSI In the irnlred 



scares (che "KCSI Sysea**} and tna rail sysm epeea«e4 ky 
Taae-weje (the -rex-Kex Rail Sysrea"}: (Ivj ro worie cotfetbcr ro 
furmer the ir.reresrs ci ZXl and KCSI in ccnnaerion vich any rail 
eergers in che vTmred Scares, i.neludlng vich respeer ro the 
proaeced vnxon ?aeific/Scucearn ?aeifie merger; <v; ;o develop 
oppocxtuuries co c.naale Ẑ Si and .NCSI ra enoaaee rail cx«ffie 
between Mexieo ana r:te Ceired States and, in rhls regard, ic is 
unacrsroed a-id agreed eerveen the percies nerero rhac r&e loinr 
venture saall fce t-t exclusive agency of boch parries in the 
ereacion. develeesens ana enha:ieeaenr ef sueh rail traffic becireen 
cne United Scacea a.-.a Kexica: (Vi) co provide sunorr ro tex^itef 
including, rhe use of =ae Tex-Kex Rail systen co carry freigur into 
and oue of Mexxeor and (vit) to pursue sucn ocher pre^eers ae ar« 
hereafter agreed co by T?ot and KCSI. 

- J -



jutrzcu IT 
eaweaaats 

Jê iat g9Tnt)̂ agt»» Sub jeer ro the previsions ef this 
Agreeeenr. ZM and KCs: hereby covenant with each ether as foUevs: 

ta) £aeA parcy snail use its besc efforts to further the 
pecposes of this joint venrors. m eonneecian rherevirh. t » v i l l 
ase irs beer efforts co obtain raU freight ro be delivered feee 
K«Jco to titoee stat.s in rhe United SzixL ^ J ^ J S y H S J ^ 
Kcsr. CO the excent econeeieally practicanle. c e b r u u m n S S 

if5i * i -^^^'^ "̂ ^ * Stacax. KCSr v i U use i ^ bOTt 
efforts to obtain raal freight to be deliirered fc^ i t C r L S 
unices scai:es CO xteico. co chi ex^wir e c e n i l i ? i y « a « i « b ? e ^ 
IJstS?*'"*^"* ^ ' porcnased JUU Syxten, jIaS 
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TROUTMAN SANDERS LLP 
A T T O R N E Y S A T L A W 

UOO I STREET. N W 

SUITE 500 EAST 

WASHINCTON. D C ;0005-JJI4 

TELIFHONC: 20:-2T4.1«SO 

FACSIMILE: 202.Z74.]»*4 

witlitm.miilliiif^lroMtmaiifaAdcri com 

William A. Mullins 202-274-2953 
March 16, 1998 

HAND PFT TVFRV 

Thc Honorable Linda J. Morgan 
Chaiiman 
Surface Transportation Board 
1925 K Street, NW 
Suite 820 

Washington, D.C. 20423 

RE: Mr. Krebs' March 12 Letter To Mr. Haverty 

Dear Chairman Morgan: 

On March 9, Mr. Haverty sent a letter to Mr. Krebs to remind him ofthe fact that thc 
parent companies of Tex Mex and KCS had, on December 1,1995, entered into a Joinr Venture 
Agreement whereby eav.h party agreed to use their best efforts to develop NAFTA traffic 'Ĵ t̂ 
would flow over the KCS/Tex Mex system. On March 12, Mr. Krebs replied to that letter and 
suTj-risingly, sent copies to both you and Vice Chairman Owen. Today, Mr. Haverty has replied 
to Mr. Krebs' March 12 letter and has sent copies of that reply to you and Vice Chairman Owen. 
I write to clarify the record with respect to certain incorrect assertions made by Mr. Krebs 
regarding the scope and intent of the Board's decision in the UP/SP merger proceeding. 

Despite the fact that BNSF has been aware of the existence ofthe '̂.CS, Tex Mex, TFM, 
joint venture since late 1996, he -.sserts that the "contract was never previously brought to the 
attention of BNSF or the Surface Transportation Board." Neither Tex Mex nor KCS were under 
any statutory obligation to disclose to BNSF the existence ofthe joint venture during the course 
ofthe UP/SP merger proceeding. BNSF could easily have filed discovery and made its existence 
an issue during the merger. BNSF did neither; the reason being that the existence ofthe 
agreement had no relevance to the UP/SP merger. 

Mr. Krebs letter continually asserts that Tex Mex was to cooperate with BNSF "in 
accordance with the Board's expectations" and that cooperation between BNSF and Tex Mex 
was "the essence of the [Tex Mex] condition imposed by the Board." There is absolutely no 
reference in any of the STB decisions that the STB was granting Tex Mex the condition in order 
to help BNSF or encourage cooperation between Tex Mex and BNSF. Indeed, in Decision No-
47, served Sept. 10.1996, BNSF asserted that, pursuant to the UP/BNSF settlement agieement. 



Tbe Honorable Linda J. Morgan 
March 16. 1998 
Page 2 

any agreement implementing the Tex Mex frackage rights condition required BNSF's written 
consent, which BNSF asserted would be forthcoming only on terms acceptable to BNSF. The 
Board rejected BNSF's position and specifically stated that "those rights are not contingent upon 
BNSF's approval." Decision No. 47 at 4. This is not language consistent with the assertion that 
the "essence" ofthe Tex Mex condition was intended to foster cooperation between BNSF and 
Tex Mex. 

Reading Decision No. 44 at 147-151, it is clear that the Board granted the condition not 
to favor either BNSF or KCS, but to ensure that Tex Mex survived as a carrier and to ensure that 
NAFTA shippers, using either UP, BNSF, or KCS, had alternative routings into Mexico through 
Laredo. Contrary to Mr. Krebs' assertions, the decision indicates that rather than using a 
DN̂ SFyTex Mex routing as die primary altemative to UP for NAFTA traffic, the Board fiilly 
intended BNSF to compete against UP by using its Eagle Pass and Brownsville gateways, see 
Decision No. 44 at 147,148, n. 181, and 149. 

If the "essence" of the Board's decision was to establish a BNSF/Tex Mex routing into 
Mexico, which is what Mr. Krebs is basically asserting, then one must ask why BNSF opposed 
those rights in the first instance and continues to oppose those rights in court. BNSF consistently 
argued that Tex Mex's trackage rights were not needed because BNSF would be an effective 
competito.- without Tex Mex getting any trackage rights. BNSF should spend time developing 
the Eagle Pass and Brownsville gateways rather than constantly complaining about the "lack of 
cooperation" by Tex Mex. 

While Tex Mex has a statutory obligation to interchange with carriers it connects with, 
nothing in the statute or the UP/SP Decision requires that Tex Mex provide equal or neutral rates 
to all interchange carriers. Nothing in the Joint Ventiu-e Agreement prohibit.̂  a Tex Mex/BNSF 
routing or a joint marketing agreement, and Tex Mex and KCS will continue to cooperate with 
BNSF to encourage BNSF to route iis traffic to Tex Mex. Indeed, given Tex Mex's precarious 
financial situation, it is in Tex Mex's and KCS's self interest to put as much traffic as possible 
over the Tex Mex and TFM. 

Sincerely yours. 

William A. Mullins 
Attomey For The Kansas City Southem 
Railway Company 

cc: Vice Chairman Owen 
Secretaiy Williams 
Mr. Robert Krebs 
Mr. Jeffiey Moreland 

»̂ Ms. Erika Jones 
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VERIFIED STATEMENT 
OF PETER J . RICKERSHAUSER 

The purpose of this Verified Statement is to describe how The Burlington Northern 

and Santa Fe Railway Company's ("SNSF") ability to provide shippers in the Houston 

and Gulf Coast area with reliable, dependable and consistent service over the lines and 

at the points to which BNSF gained access as a condition of the UP/SP merger has 

been significantly impeded by structural deficiencies in certain of the rights BNSF 

received over those lines and at those points, and by UP's practice of favoring itself 

when the continuing congestion and other service problems on those lines preclude 

normal operations. Further, this Verified Statement will describe how post-merger 

developments involving the relationship behveen Tex Mex and KCS and the structure of 

the Mexican rail system have adversely affected BNSF's ability to provide rail shippers 

with a viable competitive alternative to UP at Laredo, TX. Finally this Verified Statement 

will describe BNSF's proposals to ensure that it is able to provide shippers in Houston 

and the Gulf Coast area with effective competitive service. 

A. 

BACKGROUND AND QUALIFICATIONS 

I am Vice President, Marketing of BNSF for the UP/SP Unes and the Mexico 

Business Unit. My business address is 2650 Lou Menk Drive, Fort Worth, Texas 76131. 

i joined BNSF in October 1996 as Vice PreskJent, Mariceting, UP/SP Lines. In this 

capacity, I am responsible for coordinating the marketing and implementing of the new 

service opportunities that BNSF offers to shippers as a result of the merger of UP and 

SP. BNSF gained access to more than 4,200 miles of UP and SP track through a 



combination of trackage rights and line purchases as a condition of the September 1996 

UP/SP merger. With the formation of a Mexico Business Unit at BNSF during the third 

quarter of 1997,1 was given the additional responsibility of overseeing the start-up and 

business development activities of this group. This relates directly to BNSF's dealings 

with Mexican rail carriers and Tex Mex, as well as BNSF's use of and business growth 

relating to the lower Rio Grande border crossing points with Mexico, to which BNSF 

gained access as a result of the settlement agreements and conditions in the UP/SP 

merger proceeding. 

Prior to joining BNSF, I was Vice President, Sales, with SP in Denver, Colorado, 

where I directed SP's field carload sales force in the United States and Canada. From 

1991 to 1995,1 was Managing Director, Regional Sales-Midwest, in Lisle, Illinois, for SP. 

My responsibilities in that position included planning and directing sales activities for 

SP's largest domestic carioad sales region. 

From 1982 to 1991, I held a number of sales and marketing management 

positions with Nortolk Southern Corporation, including Vice President, Sales and 

Marketing, for Triple Crown Services, Inc., a Norfolk Southern subsidiary; Director, 

Intermodal Marketing; and district sales manager positions. Previous to that, I held a 

series of positions in railroad operations and maintenance-of-way departments with 

Conrail predecessors Central Railroad Company of New Jersey and the New York & 

Long Branch Railroad Co. in the Northeast, followed by sales representative and district 

sales manager positions in lowa with the Norfolk & Western Railway Co. 



I earned a Bachelor of Arts degree from Franklin & Marshall College in 1971, and 

a Master of Arts degree in 1974 from Syracuse University. 

B. 

IMPEDIMENTS TO BNSF'S ABILITY 
TO PROVIDE FULLY EFFECTIVE COMPETITION 

As I discuss in detail below, BNSF has encountered numerous impediments to full 

utilization of the rights it received in the UP/SP merger proceeding. These impediments 

arise principally from the fact that the trackage rights that BNSF received in the UP/SP 

merger require a significant amount of the traffic to which BNSF gained access to 

unnecessarily be routed through the Houston terminal area or other congested areas on 

UP's system in south Texas and along the Gulf Coast, when alternative, potentially less 

congested routes are available. As the Board has recognized, there are significant 

infrastructure and capacity problems in these areas, and, by being required to route this 

traffic through the Houston area. BNSF's ability to provide service competitive to UP's 

service is hindered. 

While BNSF has made continuing efforts to bring the problems it is facing as a 

result of these impediments to the attention of UP and its senior management and has 

proposed solutions th at would result in benefits to not only BNSF's customers but also 

to UP's customers, UP has so far refused to adopt any of those BNSF proposals. 

Indeed, UP's curront ;ractices dealing with these problems, whether intentional or not, 

are having the effect of favoring UP's interests over those of all other affected parties 

and are creating a competitive advantage in UP's favor. These practices have resulted 

in a troubling number of instances of UP's traffic being favored over BNSF's traffic, with 



BNSF unable to properly utilize the rights it obtained over UP to provide the necessary 

service in order to compete effectively with UP. Further shippers using BNSF service 

over the trackage rights lines to which BNSF gained access as a result of the UP/SP 

merger are disadvantaged. While UP has taken the position in its discussions with 

BNSF that the service problems BNSF is facing are no worse than the service problems 

UP itself has to deal with, that is not a sufficient answer. Even if true, shippers are still 

not receiving the effective competitive service envisioned by the Board when it approved 

the UP/SP merger and directed BNSF to fill the service and competitive gaps created 

in the market by the exit of an independent SP. 

Another area ot concern centers around the switching services UP provides to 

BNSF and its customers, both in terminal areas and for "2-to-1" and other customers 

gaining access to BNSF as a result of the UP/SP merger. In the Houston terminal, UP's 

continued operation and supervision of the isolated Clinton Branch has led to traffic 

backups and delays impacting BNSF, the Houston Port Authority, and grain shippers as 

well as other shipoers throughout much of the terminal area. On the Baytown Branch, 

where customers gained access to BNSF as a result of merger agreements and 

conditions, as well as through the February 12, 1998 Term Sheet Agreement behween 

BNSF and UP (the "Term Sheet Agreement"), switching options provided by the 

settlement agreement which was imposed as a condition in the UP/SP merger (the 

"BNSF Settlement Agreement") are insufficient to provide customers access to consistent 

and competitive BNSF service when UP haulage and reciprocal switch services at the 

beginning or end of a shipment. Indeed, direct switching of facilities by BNSF as well 



as UP on a daily basis is not workable for many customers, and the addition of BNSF 

local operations on top of UP local operations in an area with limited infrastructure could 

worsen, not alleviate, operating congestion. 

It is my opinion that the continuing congestion and service problems in and around 

Houston and the Gulf Coast area are largely attributable to structural problems in the 

trackage and other rights granted to BNSF by the Board in approving the UP/SP merger 

and by UP's consistent practice of favoring its trains when congestion and service 

problems on its lines preclude normal operations. These problems, which BNSF 

believes can be cured through the modifications to those rights and to UP's operating 

practices that it is proposing, are preventing BNSF from providing vigorous and effective 

competition to UP. In the current situation, BNSF and its customers cannot rely upon 

UP to provide it with the service BNSF needs in order to compete effectively with UP. 

As mentioned, other post-merger developments involving the relationship behween 

Tex Mex and KCS and the structure of the Mexican rail system have adversely affected 

BNSF's ability to provide rail shippers a viable competitive alternative to UP at the critical 

Laredo gateway. Because Tex Mex, under KCS's apparent guidance and direction, has 

refused to agree to long-term revenue divisions that would enable customers using a 

BNSF-Tex Mex routing to receive rates and service competitive with those provided by 

other carriers in the Laredo market, including KCS, BNSF is unable to offer long-term 

commitments to shippers on competitive terms, and its inability to do so is a substantial 

impediment to BNSF's competitiveness at Laredo. BNSF's ability to compete at Laredo 

has also been adversely affected by the lack of competition among the privatized 



Mexican railroads which, in the past 13 months, have replaced the operations ofthe 

single nationalized system, Ferrocarriles Nacionales de Mexico (TNM"), that served all 

significant Mexican markets in conjunction with all major U.S.-Mexico international rail 

interchanges. The failure of such competition to materialize has caused shippers to 

increasingly differentiate behveen the various Mexican gateways, and the adverse effects 

of the other problems BNSF is facing have been magnified by these unexpected 

developments. 

My analysis of traffic data indicates that the structural realignments which BNSF 

is proposing would substantially lessen congestion in Houston and the Gulf Coast area 

by routing traffic away from the more heavily congested lines and opening up capacity 

in the near term for traffic moving for customers in the Houston and Gulf Coast areas. 

Restoring scheduled service for both local and through traffic in the Houston area, 

whether moving via BNSF, UP or Tex Mex, will enhance BNSF's ability to provide 

shippers with effective competitive alternatives to UP. Additionally, decreasing the 

amount of traffic traveling through Houston by shifting overhead business to other less 

congested lines will reduce the infrastructure and capital investment needed in the 

Houston area. Finally, rationalizing switching activities on the Clinton Branch in Houston, 

as well as on the former SP Baytown, Cedar Bayou, Sabine and Chaison Branches, 

should, near term, further reduce congestion and permit customers meaningful access 

to operationally competitive rail transportation service. 



c. 

BNSF's PROPOSED STRUCTURAL REALIGNMENTS 

BNSF's proposed structural realignments, which are more fully described in the 

Verified Statement of Ernest L. Hord submitted herewith, are of hvo types. 

The first proposals are primarily designed to provide shippers with improved 

competitive service and reduce congestion on UP lines in and around Houston and along 

the Gulf Coast primarily by diverting traffic away from Houston and other congested 

areas and by othenwise modifying BNSF's rights and UP's operating practices involving 

both through train operations as well as local switching service. These proposals are: 

1) In order to provide BNSF with the long-term operational flexibility 
necessary to avoid the highly-congested UP lines between Temple and 
San Antonio, TX and behveen Algoa and Corpus Christi, TX, grant BNSF 
permanent bidirectional overhead trackage rights on UP's Caldwell-
Flatonia-San Antonio and Caldwell-Flatonia-Placedo lines; 

2) In order to enable BNSF to begin effective and competitive trackage rights 
service to both Brownsville and the TFM connection at Matamoros, 
replacing UP's erratic and often substantially delayed haulage service in 
this corridor, and because of the current unique rail routes in the 
Brownsville area resulting from an incomplete rail bypass project, allow 
BNSF to operate via trackage rights over both the UP line and the SP line 
between Hariingen and Brownsville, TX (until such time that UP constructs 
a connection between the UP and SP lines at Brownsville, thereby 
completing the rail bypass project) and the Brownsville & Rio Grande 
International Railroad ("BRGI") to act as BNSF's agent for such service; 

3) In order to enable BNSF to avoid congestion on the UP lines between 
Temple and Taylor, and Taylor and Sealy, and to provide a less circuitous 
routing to shippers, grant BNSF overhead trackage rights on the UP 

- Taylor-Milano line; 

4) Because UP's local switch service via haulage and reciprocal switch 
between BNSF and its customers has been unacceptable, order neutral 
switching supervision on the former SP Baytown and Cedar Bayou 
Branches and on the fomier SP Sabine and Chaison Branches serving the 



Beaumont-Port Arthur, TX area. The neutral switching supervisor would 
be selected by the parties, unless they were unable to agree, in which 
event the neutral switching supervisor would be selected by an arbitrator; 

5) In order to eliminate significant delays caused by UP to BNSF's trains 
providing service to the Houston Public Elevator, order PTRA operation of 
the UP Clinton Branch in Houston; 

6) In order to enable BNSF to provide efficient competitive operations and to 
compete with UP, grant BNSF overhead trackage rights to enable BNSF, 
should it determine to do so, to join the directional operations over any UP 
line or lines in corridors where BNSF has trackage rights over one, but not 
both, lines involved in the UP directional flows, including, specifically, over 
the Fort Worth to Dallas, TX line (via Ariington); 

7) In order to enable BNSF to avoid the continuing congestion in the Houston 
terminal area, grant BNSF trackage rights on additional UP lines for BNSF 
to operate over any available clear routes through the terminal as 
detennined and managed by the Spring Consolidated Dispatching Center, 
including the SP route behveen West Junction and Tower 26 via Chaney 
Junction; and 

8) Because of congestion in the corridor and the need to better coordinate 
BNSF and UP trains arriving and departing the Houston area on UP lines 
north of Houston, order the coordinated dispatching of operations over the 
UP and SP routes behveen Houston and Longview, TX, and Houston and 
Shreveport, LA, by the Spring Consolidated Dispatching Center. 

These proposals will ensure that trains of all involved carriers can move over trackage 

rights lines with minimum delay and ensure timely and reliable switching of shippers' 

facilities. Shippers should see an immediate improvement in service, and the decreased 

congestion on UP lines will both (i) allow BNSF to provide effective competition to UP 

in those areas where BNSF is serving as a competitive replacement to the former SP, 

and (ii) increase the likelihood that UP will also be able to offer its own shippers timely 

and reliable service. 
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The final proposal is designed to restore the pre-merger competitive situation at 

the Laredo gateway to Mexico. BNSF's proposal that it be granted overhead trackage 

rights on UP's San Antonio-Laredo line will enable BNSF not only to overcome the 

structural deficiencies in BNSF's rights and UP's favoritism to its own traffic but also the 

congestion and service problems that are inhibiting BNSF's ability to compete through 

use of the UP's Brownsville Subdivision behveen Algoa, Corpus Christi and Robstown, 

TX for Laredo gat'^way traffic. It will also enable BNSF to provide competitive service 

to the gateway notwithstanding recent unforeseen post-merger developments involving 

Tex Max s relationship with KCS and the privatization of the Mexican rail system. 

D. 

IMPACT OF BNSF'S PROPOSED STRUCTURAL REALIGNMENTS 

ON BNSF's OPERATIONS 

The following is a summary of ways in which the proposed structural realignments 

would allow BNSf to route traffic away from Houston and congested UP lines, improve 

the efficiency of switching services for rail users as well as BNSF (and UP), improve 

dispatching over lines on which both UP and BNSF operate, or othenvise preserve and 

restore the pre-merger competition that existed between UP and SP. 

1. Structural Deficiencies and UP's Practices 

Houston and Gulf Coast Area. Since i end of the second quarter of 1997, 

BNSF's rail operations in v id around Houston have been adversely affected (i) by 

structural deficiencies in certain ot BNSF's rights on UP's lines in thr Houston and Gulf 

Coast area, and (ii) by UP's practice of ^voring its trains over the trains of other carriers 

on lines subject to UP's sole operational control and in situations where the continuing 



congestion and service problems on UP's lines preclude normal operations. Although 

there have been some periods of sporadic improvement, it is clear that the service 

problems are continuing and are likely to persist. The establishment of the Spring 

Consolidated Dispatching Center ("Spring Center")̂ ' has significantly helped the situation, 

but, in many cases, BNSF's trains are still being delayed due to the volume of trains 

moving through the Houston area, and UP's handling of trains beyond the Spring 

Center's control. As a result, BNSF has been unable to provide the consistent and 

reliable sen/ice to former SP shippers and other Houston area shippers that they deserve 

and expect and is necessary for BNSF to serve as a long-term transportation provider 

for those shippers. It is necessary for BNSF, in terms of the use of its assets -

locomotives, cars, and employees -- and for its customers in terms of managing their 

assets and meeting their customers' needs, to bring BNSF's scheduled service to its 

scheduled and committed running times to, from, and through the Houston area and 

along the Gulf Coast. 

Customers seeking to use BNSF service from points BNSF gained access to as 

a result of the UP/SP merger, or other customers accessed by BNSF in the Houston 

area via reciprocal switch service from UP, continue to find that their traffic is being 

delivered unreliably and late. In some cases, these delays are a r̂ibutable to congestion 

on UP lines over which BNSF has trackage rights operations. UP admitted this fact in 

- The Spring Center was established pursuant to the Term Sheet Agreement as a 
regional dispatching center located at UP's command center in Spring, TX. It became 
operational on March 15 1998, and BNSF completed its relocatbn to the Spring Center 
on April ?G, 1998. 

10 



its July 1, 1998 Progress Report, where it stated ". . . BNSF's trackage rights operations 

were often affected by the congestion just as UP's own operations were" (p. 80). For 

example, because the Algoa to Corpus Christi route is heavily congested with the 

through trains of UP, BNSF and Tex Mex, as well as with substantial local switching 

activity by UP for major chemicals and metals customers along the Gulf Coast, traffic 

moving over this route is frequently delayed and additional crews are required. In other 

cases, traffic has been delayed because UP has failed to adequately perform its 

switching or haulage functions for BNSF and its customers. For example, Baytown 

Branch shipments moving via haulage on the UP have often been delayed because UP 

gives preference to its trains over BNSF trains, otherwise fails to switch BNSF trains in 

a timely manner, or does not deliver outbound cars to BNSF at the Dayton, TX 

interchange. As discussed below, while service to customers on the branch has recently 

improved, that is due to intensive management of individual shipments by a BNSF 

customer service team. UP service on the branch has not changed. 

Because of the congestion and service problems in the Houston area, BNSF is 

still a long way from providing reliable, dependable and consistent service to the 

shippers to which it gained access in the UP/SP merger proceeding. UP's problems are 

continuing and are likely to persist and reoccur. BNSF, other carriers and Houston area 

shippers are now experiencing alternating cycles of several days of sporadic 

improv ?ment in UP service followed by a number of days when service returns to near 

crisis levels. UP's own weekly service recovery reports, filed with the Board, reflect 

cycles of improvement and decline in Houston yards and other key facilities supporting 
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Gulf Coast customers and operations. It is difficult for BNSF to provide the vigorous 

competition the Poard anticipated as a replacement for SP in such an environment of 

unpredictable and unreliable service. 

Because it is BNSF's preference to work first with UP to address and resolve 

these types of problems whenever possible, senior BNSF management met with senior 

UP management on June 1, 1998, to present several proposals for the structural 

realignment of BNSF's merger condition rights to enable it to provide rail shippers with 

effective competitive service. BNSF's representatives explained their view that 

congestion in Houston could be substantially lessened by the rerouting of BNSF traffic 

neither originating nor terminating in Houston so as to bypass Houston on less 

congested routes, Lg., a significant amount of BNSF traffic currently routed through 

Houston could be routed through Temple or elsewhere, and they discussed several 

proposals for achieving that result with UP's representatives. BNSF's representatives 

also identified several other proposals designed to overcome severe o( 3rational 

handicaps that are being imposed on BNSF's ability to compete elsewhere in south 

Texas by rerouting BNSF traffic to less congested UP routes and by joining UP 

directional operations in additional corridors. To date, UP has refused to accept any of 

BNSF's proposals. 

Caldweil-Flatonia-San Antonio and Caldwell-Flatonia-Placedo Llnea. As a 

result of the BNSF Settlement Agreement, BNSF received trackage rights over UP 

be .̂veen Temp'^ and Sealy through Smithville, and behveen Smithville and San Antonio, 
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TX.2' BNSF intended to use these trackage rights to serve San Antonio "2-to-l" 

customers, to access the Eagle Pass gateway to Mexico, and to reach coal fired electric 

generating stations at Halsted and Elmendorf, TX. However, as UP admitted in its May 

1, 1998 filing on Houston and Gulf Coast infrastructure, a portion of this route, north of 

San Antonio, TX, is "possibly the most congested segment on the railroad" (p. 43). 

In an effort to address the service problems caused by this congestion for 

customers of both railroads, and recognizing that BNSF did not have access to any 

customers along these routes and therefore operated on an overhead basis, UP and 

BNSF voluntarily agreed to temporary trackage rights behveen Caldwell and San Antonio 

via Flatonia in July 1997.- This 22 mile longer but less congested route which BNSF 

has been able to use to take trains off the shorter Temple-Smithville-San Antonio route 

opened up capacity on the shorter route for UP to handle its own traffic and meet the 

needs of online shippers. Additionally, it has allowed BNSF to carry traffic from Temple 

to San Antonio with one crew, freeing up BNSF crew resources for use elsewhere or on 

additional trains. 

BNSF's Caldwell-Flatonia-San Antonio trackage rights are, however, cancelable 

on 15 days' notice. While UP is adding capacity north of San Antonio on the San 

Marcos-San Antonio line, it is unclear whether this additional capacity will eliminate the 

'̂ Ironically, these trackage rights replaced trackage rights BNSF had secured from 
SP to reach the Eagle Pass gateway, as part of SP's settlement with BNSF during the 
BN/Santa Fe merger proceeding. 

'̂ Because of capacity limitations on the UP routes, a weight restriction was imposed 
on BNSF, which carried over to the route to Flatonia, even though the Flatonia route 
does not have the same capacity restrictions. 
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possibility for congestion on that line. BNSF therefore requests that its temporary 

overhead trackage rights over the Caldwell-Flatonia-San Antonio line be made 

permanent to allow BNSF to retain the option to cany traffic over either route, depending 

on UP congestion. 

BNSF also is requesting that its temporary overhead southbound trackage rights 

over the UP Caldwell-Flatonia-Placedo line, which are currently in effect as long as UP 

continues directional operations between Algoa, Flatonia, and Placedo, TX, be made 

permanent and bidirectional if UP discontinues directional operations from Flatonia to 

Placedo. Because the trackage rights are temporary, if UP discontinues directional 

operations in this area, BNSF traffic that presently travels through Flatonia would revert 

to BNSF's permanent trackage rights, received as a result of the UP/SP merger, through 

Algoa. This circuitous Algoa routing is 96 miles longer for BNSF bidirectional traffic 

between Temple and origins or destinations at south Texas "2-to-l" points. More 

importantly, however, moving this traffic through Algoa would add congestion to the 

Houston a ea and to UP's Algoa-Brownsville line. This would have considerable adverse 

impacts on UP's local customers along the Algoa route, "2-to-l" customers BNSF has 

access to, and on UP and BNSF customers shipping traffic via the Brownsville gateway 

to or from Mexico. 

Additionally, granting BNSF permanent bidirectional trackage rights over the 

Caldwell-Flatonia-Placedo route would permit BNSF and UP to plan for long-term 

capacity improvement issues on this route. This would ensure that, if UP's directional 
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operations (in which BNSF and Tex Mex participate) end, service for BNSF and UP (and 

Tex Mex) customers would not be adversely impacted. 

Numerous shippers have submitted Verified Statements in support of BNSF's 

requests. §§e Exhibit 5 attached to the Application. 

Brownsville Service. Pursuant to the BNSF Settlement Agreement, BNSF 

received access to Brownsville, TX (a "2-to-l" point), Transportacion Ferroviara 

Mexicana ("TFM") at Matamoros, and the Brownsville & Rio Grande International 

Railroad ("BRGI") (a "2-to-l" shortline) via trackage rights over UP behveen Robstown 

and Brownsville. BNSF has been relying on UP haulage service for handling traffic to 

and from Brownsville, Matamoros and BRGI since September 1996. However, both 

BNSF and its customers have found that UP's extremely poor haulage service in this 

corridor is causing unacceptable delays. Therefore, many customers fiave reverted to 

using UP for Brownsville service. As a result, BNSF's traffic to and from Brownsville 

(including connection with TFM) and the Port of Brownsville for the first five months of 

1998 is below 1997 levels. BNSF's service offering, via UP haulage, is clearly not what 

BNSF's customers expect or require to use BNSF competitively to and from this area. 

Therefore, BNSF is considering beginning trackage rights operations over these lines. 

However, although UP has indicated that it would allow BNSF to operate over the SP 

line from Hariingen to Brownsville instead of the UP line during the period of Emergency 

Service Order No. 1518 (Le,, until August 2.1998), UP has stated that b ^SF must select 

either the SP or the UP route behveen Hariingen and Brownsville. Because, as 

discussed below, the physical track layout in the Brownsville area makes it impractical 
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to use only the UP or SP route to serve both the Brownsville and Mexico markets, BNSF 

has been unable to begin trackage rights operations. 

Prior to their merger, UP and SP maintained parallel lines behveen Hariingen and 

Brownsville. The UP route runs west of downtown Brownsville and is the direct 

connection to the Brownsville & Matamoros Bridge Company's bridge (hereinafter 

referred to as the B&M Bridge) across the Rio Grande to interchange with TFM. 

However, traffic moving between UP's Hariingen-Brownsville line and the Port of 

Brownsville or Brownsville local customers located on UP's Port Lead track has to move 

along tracks laid in the center of city streets across downtown Brownsville creating 

congestion. 

The SP route, which diverges from UP at Hariingen and includes a presently 

unused SP yard at Harlingen, runs east of the UP route. The SP track terminates at a 

point on the UP trackage in the middle of a street in downtown Brownsville. 

In 1982 , in recognition ofthe congestion, capacity constraints, and public impact 

concerns inherent in the extensive rail use of streets in Brownsville, the railroads and 

governmental agencies agreed to construct a new bypass trackage north of Brownsville, 

connecting the UP route, the SP route, and the BRGI trackage serving the Port. The 

construction of the bypass trackage was intended to permit the eventual abandonment 

of the SP and UP lines in the downtown area and to improve infrastructure for access 

to the growing Port of Brownsville, served by BRGI. This new trackage is now complete 

behveen the SP track and the Port; however, the link behveen the UP track and the SP 

track, approximately three miles long, remains unfinished. The three mile link is not 
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expected to be completed until late in 2000, if then. When it is completed, the UP and 

SP trackage in downtown Brownsville can be considered for removal. 

BNSF is requesting temporary trackage rights over both the UP and SP lines 

between Hariingen and Brownsville until the bypass is completed. Unit train business 

with Mexico, primarily grain, would move via the UP route direct to the B&M Bridge, 

therefore avoiding circuitous movements thrcugh the congested downtown Brownsville 

area. All other business, primarily to the Port of Brownsville area, would move via the 

SP route behveen Harlingen and BRGI, also keeping traffic out of downtown Brownf ille. 

Absent the requested trackage rights, any BNSF trackage rights operations to 

Brownsville, the Port of Brownsville or the B&M Bridge would necessitate handling 

increasing volumes of rail carioad traffic through the streets of downtown Brownsville, 

regardless of whether BNSF exercises its trackage rights over the UP or SP line. This 

would pose operational, traffic congestion and public impact concerns for the railroads 

and the community. 

BNSF further requests the right to use BRGI as its agent on a permanent basis 

to handle BNSF's traffic behveen Hariingen, Brownsville and the connection with TFM 

at Matamoros, Mexico. 

Tavlor-Mllano. BNSF received trackage rights in the UP/SP merger proceeding 

to handle shipments for Texas Crushed Stone and other customers at Kerr/Round Rock, 

TX served by the Georgetown Railroad, a ''2-to-r shortline. Until June 16, 1998, BNSF 

moved all of this traffic over its trackage rights on UP's line behveen Temple and Taylor. 

Heavy congestion on this route has caused considerable delays in BNSF's delivery of 
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stone and aggregates from Texas Crushed Stone. As a result, on June 16, BNSF 

began routing Texas Crushed Stone and other Georgetown Railroad traffic that was 

destined for Houston via its Taylor-Smithville-Sealy trackage rights to attempt to bypass 

congestion on the Temple-Taylor line. BNSF has continued to move east Texas traffic 

from Texas Crushed Stone and other Georgetown Railroad shippers over the Temple-

Taylor line. 

Initial operations via the alternative Taylor-Smithville-Sealy trackage rights route 

appear no more promising than use of the prior trackage rights route: of the first 12 

trains operated behveen June 16 and July 4, fifty percent were delayed en route by UP 

congestion. Five other trains were impacted by lack of equipment, to which a number 

of factors contribute, including congestion delaying the return of empty equipment for 

loading. 

BNSF's request for trackage rights on UP's Taylor-Milano line is supported by 

Texas Crushed Stone, gee Verified Statement of William B. Snead, President, Texas 

Crushed Stone attached to the Application at Exhibit 5. As shown by Mr. Snead, Texas 

Crushed Stone is unable to fill all of its customer orders because of UP's congestion 

problems and BNSF's circuitous routing, thus forcing its customers to order crushed 

stone from other suppliers and resulting in the loss of business, as well as delaying 

public and private construction projects in Texas. \^ If BNSF were granted overhead 

trackage rights over UP's Taylor-Milano line, BNSF could provide Texas Crushed Stone 

with better, more efficient service by avoiding the congested and circuitous Temple-

Taylor and Taylor-Sealy lines BNSF i& currently using. It also would result in improved 
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turnaround times for ihe cars being used to handle Texas Crushed Stone's traffic, also 

increasing capacity to handle additional traffic. 

In short, the congested and circuitous route BNSF currently has available for 

handling Texas Crushed Stone's shipments for Houston and east Texas points could be 

avoided by moving tho Texas Crushed Stone shipments over UP's line behveen Taylor 

and Milano, a less heavily used route. The routing behveen Taylor and Miiano via UP's 

direct route over the Austin Subdivision would be 47.5 miles shorter than the prior 

routing via UP's line behveen Taylor and Temple and BNSF's lin<* between Temple and 

Milano. In addition, use of the more direct route behveen Taylor and Milar.o would 

require BNSF's use of 3.5 miles less of UP trackage rights than the Temple route, and 

81.8 miles less of UP trackage rights than the Sealy route, to provide competitive service 

to Georgetown Railroad customers. Congestion on the Temple-Taylor and Taylor-

Smithville-Sealy lines would be reduced, benefiting UP, as well as shippers and BNSF, 

by diverting traffic away from heavily-congested UP lines. 

Directional Operations. In a number of areas, BNSF has been adversely 

impacted by UP's decision to commence directional operations over its lines, and 

BNSF's subsequent inability to secure the trackage rights necessary to join in the 

directional flows. In such cases, BNSF trains are forced to run "against the flow" of UP 

on the trackage rights line. This has adversely impacted BNSF's operations in that trains 

are consistently delayed, and, when operated, contribute to UP congestion by consuming 

already scarce meeting and passing capacity on a non-directional basis. 
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For example, in the Dallas-Fort Worth area, BNSF has bklirectional trackage rights 

over UP's former SP route behveen Waxahachie and Fort Worth. UP plans to 

commence a northbound flow over this route, making BNSF's use of the trackage rights 

fbr southbound h-affic potentially impractical ~ as BNSF may nOi be able to consistently 

get its southbound trains out on this line. To move southbound traffic, BNSF will be 

required to run its trains from Fort Worth to Dallas over the DART commuter rail line, 

then south to Waxahachie on the line BNSF purchased from UP as part of the BNSF 

Settlement Agreement, a route longer than the SP route behveen Waxahachie and Fort 

Worth. Use ofthe DART line is not satisfactcry, as BNSF schedules must be operated 

around windows for commuter train operations. Other loutes where UP has commenced 

or plans to commence directional operations include UP's routes behveen Taylor and 

San Antonio, TX via Ajax, and on the Baytown Branch behveen Houston and Baytown. 

In order to avoid congestion rather than cause it in these directional fiow situations 

in the future and to ensure that the right of shippers to receive competitive service from 

BNSF is not hindered, UP should be required to provide BNSF with advance notice of 

its intent to implement directional operations on BNSF's trackage rights lines, to seek 

BNSF's concurrence in revised operations, and to provide BNSF with the alternative to 

join the directional fiow with the appropriate trackage rights. If the parties are unable to 

agree upon a mutually acceptable pian for such operations, the issue could be submitted 

to arbitration or resolved by the Board. 
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2. Improved Switching Services 

Two of BNSF's proposed stiuctural realignments are designed to improve the 

efficiency of switching services. 

Bavtown/Cedar Bavou Branches and Sabine/Chaiaon Branches. BNSF is 

proposing neutral supervision uf switching activities on both the Baytown and Cedar 

Bayou Branches and the Sabine and Chaison (Beaumont-Port Arthur) Branches. BNSF 

gained access to all industries on these branches as a result of the Term Sheet 

Agreement behveen BNSF and UP. Prior to Februui7 12, 1998, BNSF had access to 

specific "2-to-l" and other customers on the Baytown and Cedar Bayou Branches. 

BNSF has been woridng with UP and local customers to which BNSF has access 

on the Baytown and Cedar Bayou Branches to provide competitive service since shortly 

after the UP/SP merger became effective in September 1996. When BNSF commenced 

operations to and from the Baytown Branch,- BNSF relied on UP reciprocal switch and 

haulage between customers on the Baytown Branch and Hou?>ton for interchange to 

BNSF at Dayton, TX. Because of customers' desire for more directly competitive service 

and the opportunity for increased traffic, BNSF commenced operating a daily local 

Dayton-Houston and return commencing January 16, 1997. This local connected with 

BNSF road trains in Houston and with UP at Dayton for haulage shipments and empty 

equipment fiows for Baytown Branch and Cedar Bayou Branch customers. To further 

Prior to the Term Sheet Agreement, BNSF had access to "2-to-1" and build-in 
customers on the Baytown Branch, which amounted to approximately one half of ttie 
total customers on the line. The Term Sheet Agreement, however, granted BNSF 
access to all customers and facilities on the Baytown Branch. 

21 



STB FD-32660 (SUB29) 7-8-98 A ID-189357 2 OF 4 



VERIFIED STATEMENT 

OF 

RICHARD W. BROWN 

My name is Richard W. Brown, and I am General Director, Merchandise Business 

Unit, for The Buriington Northern and Santa Fe Railway Company ("BNSF"). My 

business address is 2650 Lou Menk Drive, Fort Worth, TX 76131. in my position, I am 

responsible for the analysis of strategic franchise development issues, including rail and 

interiine matters. 

The purpose of my statement is to describe how the Market Impact Analysis 

(Attachment 1 to this Verified Statement) was conducted in connection with BNSF's 

Application for Additional Remedial Conditions Regarding the Houston Gulf/Coast Area. 

I was asked by Peter J. Rickershauser to determine what impact a grant of trackage 

rights to BNSF over the UP's lines from San Antonio, Texas, to Laredo, Texas, would 

have on BNSF, UP and Tex Mex. Attachment 1 to this Verified Statement sets forth in 

detail how the Mari<et Impact Analysis was conducted, and I will not repeat the detail in 

this statement. Instead, I will briefly describe how the analysis was conducted and set 

forth the results. 

The first part ofthe analysis looked at BNSF's 1997 traffic (1) interchanged to Tex 

Mex moving to the Laredo gateway and (2) moving from the Laredo gateway 

interchanged firom Tex Mex to BNSF. In 1997, BNSF interchanged a total of 15,510 cars 

with Tex Mex. For purposes of this analysis, I assumed that 90% of this traffic would 

move over BNSF's trackage rights behveen San Antonio and Laredo if BNSF obtained 



those rights. That extension of BNSF's present line haul would produce an increase in 

gross revenue of approximately $4.3 million as shown in Attachment 1 to this Verified 

Statement based on 1997 traffic. I did not increase the estimates for future years since 

BNSF is not able to be competitive over the Laredo gatevi ay using its present route via 

Tex Mex. 

The second part of the analysis examined what traffic could be diverted from UP 

if BNLF obtained trackage rights behveen San Antonio and Laredo. I requested the 

consulting firm of Klick, Kent & Allen of Alexandria, VA, to prepare a data set from the 

1996 1% Waybill Sample containing all Laredo traffic where BNSF did not participate in 

the route, but where BNSF had access to the non-Laredo origin, destination or junction. 

The data set was prepared on an aggregated basis to prevent identification of either the 

shipper or receiver. 

I also studied data fi-om the 1996 1% Waybill Sample involving traffic moving over 

UP via the San Antonio route. In determining how much traffic could be diverted to a 

BNSF route, I employed a number of diversion rules as set forth in Attachment 1 to this 

Verified Statement. For example, if a particular movement involved an origin and 

destination served by KCS or its partners (Canadian National/Illinois Central), then I 

assumed that no traffic would be diverted to a BNSF route because KCS and its partners 

could be involved in the entire route on a single line basis. BNSF could only be involved 

in such routings as a bridge earner and KCS would have no incentive to wori< with 

BNSF. On the other hand, if the origin or destination is on the West Coast, I assumed 

that 50% of the traffic could be diverted to BNSF. 



I also increased diverted h affic by 14% per year for three years to estimate 1999 

traffic levels. The 14% was arrived at after discussion with persons in the BNSF 

marketing department who have responsibility for Mexico business, including Mr. 

Rickershauser. The increase repiesents what we foel is a reasonable estimate of growth 

in Mexican traffic based on past performance. 

The result of this analysis indicates that approximately 77,473 cars with an 

estimated revenue of $102.7 million could be diverted to BNSF in 1999 (based on 1996 

volumes increased by 14% per year) if BNSF obtained trackage rights behveen San 

Antonio and Laredo. 



VERIFICATION 

THE STATE OF TEXAS ) 

) 
COUNTY OF TARRANT ) 

Richard W. Brown, being duly swom, deposes and says that he has read the 

foregoing statement, and that the contents thereof are tme and correct to the best of his 

knowledge and belief. 

Richard W. Brown 

Subscribed and swom to before me on this 7th day of July, 1998. 

Notary Public ' 

My Commission expires: 



ATTACHMENT 1 



Laredo Trackage Rights Market Impact Analysis 

The purpose of this analysis is to determine the business volumes that The Burlington 
Northem and Santa Fe Railway Company ("BNSF") could generate with a direct route to 
Laredo using trackage rights over UP. The analysis concluded that market impacts would 
come in two areas. First, BNSF would have a beticr service route making it more 
competitive for certain business that currently is handled by UP. The second area of market 
impact results from extended hauls on current BNSF business moving via Tex Mex through 
Laredo. 

The analysis contains a summary of results, followed by a more detailed review of 
methodology. 

A. Summary of Results 

1. Traffic Diversions from UP: 

Traffic was divided into three categories as shown below for purpose of diversion 
analysis. The table below shows expected BNSF carloads, based on 1996 volumes, increased 
by 14% per year to estimate 1999 levels. 

Cars Revenue 

Merchandise 17,743 $28,229,113 

Automotive 16.653 $33,306,000 

Intermodal 43,077 $41,224,689 

Total 77,473 $102,759,80? 

2. Line extension on Current Business moving via Tex Mex 

Line extensions were estimated based on the 1997 BNSF/Tex Mex businesr>. Thc 1997 
volume with Tex Mex was 15,510 cars. Because of the more direct route via San Antonio to 
Laredo, the analysis assumed that 90% of 1997 BNSF/Tex Mex interline traffic (13,297 cars) 
would move over the new BNSF direct route. Unlike the results of the UP diversion analysis, 
this volume was not increased at the average market increase of 14% since BNSF has not 
been able to be competitive via this route. Therefore, it is not likely the current BNSF/Tex 
Mex route would grow. Based on the 1997 traffic levels, BNSF could derive additional gross 
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revenues of approximately $4.3 million. The Table below shows a breakdown of the traffic 
by commodity group by directior along with the potential diversions to the new BNSF direct 
route via San Antonio and Laredo: 

NB SB Total Diverted 

Ag 16.00 10,402 10.418 9376.00 

chems 23.00 405.00 428.00 385.00 

cons 123.00 3.387 3,510 3159.00 

forest 43.00 140.00 183.00 165.00 

metals 135.00 36.00 171.00 154.00 

auto 64.00 64.00 58.00 

Total 404.00 14,370 14,774 13297.00 

B. The UP Diversion Analvsis 

The base data for the diversion analysis was thc 1996 1% Waybill Sample. A data set 
of the Waybill Sample was created consisting of all Laredo traffic where BNSF did not 
participate in the route, but where it did have access to thc non-Laredo origin or destination 
("O/D") or junction. For example, traffic from Laredo destined to Las Vegas, NV, a solely 
served UP point, was not included in the base data. On thc other hand, traffic moving to an 
NS connection at Memphis was included. In addition, any traffic moving solely on Tex Mex, 
such as Corpus Christi to Laredo, was excluded. 

For regular carload and automotive traffic, traffic was categorized based on the 
attributes of the non-Laredo O/D or junction. The table below lists the categories and shows 
the diversion rules utilized in judging how much of particular categories of traffic could be 
diverted from UP. The diversion percentage based on those rules is also shown. 



DIVERSION RULES TABLE 

Category Description Diversion 
Percent Reason 

Adverse 0/D's served by KCS or 
new KCS family CN/IC 0.00 

KCS will vigorously compete, 
and BNSF has no franchise 
value. 

Trackage 
0/D's on UP trackage 
rights between Laredo 
and Memphis 

10% 

No BNSF Franchise value, 
however some bundled 
business will have 0/D's a! 
these points 

SE 
Connections 

Junctions of New 
Orleans or Memphis 20% 

Same as above, however 
franchise value less significant 
as pure overhead carrier. KCS 
will compete aggressively 
using Meridian Gateway. 

Chicago 
St. Louis 

Junctions at or near 
Chicago or St. Louis 30% BNSF route via Chicago is 

competitive with UP route. 

Mid West 

0/D's at points on BNSF 
system excluding 
Califomia, Oregon, 
Washington & Arizona. 

40% 

BNSF route stmcture will be 
competitive with UP's and 
longer hauls allow greater 
mitigation of the trackage 
rights penalty at Laredo. 

West Coast 
0/D's at California, 
Oregon, Washington and 
Arizona 

50% 
BNSF should be fully 
competitive with UP for these 
long haul moves. 

In all cases, diverted traffic was increased by 14% per year for three years to represent 
1999 volume levels. The 14% growth rate is representative of the past several years of 
growth in Mexican business and is felt by many to be representative of at least tlie short term 
future as well. 

The following discussion sets forth fiirther analysis of the diversions in the three major 
business groups: 



1. General Merchandise Business 

The diversion mles in the Diversion Rules Table were applied to diis business group 
and volumes increased to 1999 levels. Soutfibound grain from Midwestem origins was treated 
slightly different since BNSF currently has a very strong position in that market, the diversion 
factor was assumed at 10%. That is, because BNSF is already a strong factor in that market, 
ttiere likely would only be additional diversion of 10% instead of the 40% for other 
merchandise traffic. In all cases, growth of 14% per year for three years was included to 
estimate 1999 levels. The results of the diversion analysis are expressed in the table below. 

Northbound Southbound Diversion three years 
at 14% cagr 

Adverse 476.00 3064.00 0% 0.00 

All Trackage 17861.00 9564.00 10% 1,682 

SE 
connections 2240.00 5520.00 20% 2,299 

Chicago/St 
Louis 4600.00 5280.00 30% 4,391 

4Mid West 1120.00 27001.00 * 40% 8,152 

West 720.00 560.00 50% 948.00 

Total 10944.00 50989.00 17.473 

* only 10% of midwest grain was diverted. 

2. Automotive 

This diversion methodology is identical to the merchandise methodology using the 
diversion table and the 14% per year growth to get to a 1999 level voliune. 



Northbound Southbound Diversion three years 
at 14% cagr 

Adverse 1280.00 1320.00 0% 0.00 

All Trackage 10160.00 226.00 10% 1,539 

SE 
connections 1880.00 40.00 20% 569.00 

Chicago/Si 
Louis 16080.00 6596.00 30% 10,079 

Mid West 2480.00 108.00 40% 1,534 

West 3960.00 50% 2,933 

Total 35840.00 8290.00 16.653 

3. Intermodal 

The Intermodal diversion analysis results in a 30% diversion of UP coimection 
business at Memphis, St. Louis and Chicago. As with the carload, these diversion results are 
increased by 14% per year to reflect growth to a 1999 level of business. Current market 
plans do not anticipate intermodal service from Laredo to other parts of the country. 



Southbound Northbound Totals 

Chicago 12,560 40,760 53,320 

Chicago IC 80.00 160.00 240.00 

Chicago * 23600.00 1120.00 29,720 

St. Louis 3,520 3,880 7.400 

St. Louis IC 80.00 440.00 520.00 

Memphis 1.560 1,280 2.840 

Memphis IC 120.00 1,240 1,360 

Memphis * 600.00 920.00 1.520 

Sub Total 47,120 49,800 96,920 

Diversion 20,943 22,134 43,077 

IC: Interchange 
•: From/To stations in Weber County other than Laredo 
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It INTRODUCTION 

I.A Background and Qualifications 

My name is Joseph P. Kalt. I am the Ford Foundation Professor of Intemational 

Political Economy and former Academic Dean for Research at the John F. Kennedy 

School of Govemment, Harvard Uraversity, Cambridge, Massachusetts, 02138. I am also 

the Faculty Chairman of the Economics and Quantitative Methods Program at the 

Ketmedy School. In addition, I work as an economic consultant with The Economics 

Resource Group, Inc., One Mifflin Place, Cambridge, Massachusetts, 02138. The 

Economics Resource Group is an economics consulting firm specializing in matters of 

antitmst and regulated industries. 

I received my Ph.D. (1980) and my Master's (1977) degrees in economics fiom 

the University of Califomia, Los Angeles, and my Bachelor's (1973) degree in economics 

fi-om Stanford University. I am a specialist in the economics of regulation and antitrust, 

with particular emphasis on the natural resource, transportation, and financial sectors. J 

have published, taught, and testified extensively on the regulation of industiy in the 

United States. Prior to joining the faculty at Harvard in 1978,1 served on thc staff of the 

President's Council of Economic Advisers (1974-75), with respotisibility for economic 

analysis of regulated industries (including railroads). From 1978-86, I served as an 

InstmC or, Assistant Professor, and Associate Professor of Economics in the Department 

of Economics, Harvard University. In these capacities, I had primaiy responsibility for 

teaching the graduate and imdergraduate courses in the economics of antitmst and 

regulation. Since joining the faculty of die Kennedy School as a Professor in 1986, I 



have continued to teach on such matters in graduate courses covering microeconomics for 

public policy analysis and natiu-al resource policy. 

In addition to my research and teaching, I have testified in numerous legal, 

regulatory, and congressional proceedings conceming matters of competition and 

regulation. I have submitted expert verified statements before the Interstate Commerce 

Commission (ICC) and the Surface Transportation Board (STB or the Board) on a 

number of occasions, including proceedings related to the consolidation of the Burlington 

Northem and the Santa Fe and the consolidation of the Union Pacific and the Southern 

Pacific. I have also provided testimony as an expert on issues of competiticn and 

regulation before the U.S. Congress, the U.S. Federal Energy Regulatory Conunission, 

the U.S. Department of Commerce, the U.S. Department of the Interior, various state 

public utility commissions, the Federal Court of Australia, and in numerous U.S. federal 

and state court proceedings. My complete curriculum vita is attached to this statement. 

In the present oversight proceeding, The Buriington Northem and Santa Fe 

Railway Company (BNSF) is proposing changes to a limited number of the remedial 

conditions which were adopted by the Board to address competitive concems raised by 

the Union Pacific/Southem Pacific (UP/SP) merger. Changes are requested in specific 

routing conditions imposed in the UP/SP merger proceeding in light of post-merger 

operational problems encountered by UP and unique problems arising at the Laredo, TX 

gateway. BNSF is not seeking conditions which would increase its access to shippers 

beyond that already granted by the Board or that would alter the competitive balance that 

the Board set forth in the UP/SP merger proceeding. 



I have been asked by BNSF to assess the appropriateness and adequacy of these 

remedial changes given the post-merger experience, especially in Texas. In so doing, I 

first address the standards that, consistent with sound economic policy, should t>e applied 

to merger oversight. 

I.B Economic Justifications for Revised Conditions and Summary of Findings 

In initially approving thr UP/SP merger, the Board imposed a number of 

conditions intended to pieserve competition that might otherwise be eliminated as a result 

ofthe consolidation of two carriers into one. The merger approval process was employed 

to protect existing levels of competition; it was not the venue for using regulatory policy 

to dy to inject expanded competition into affected rail markets.' A major part of the 

Board's conditions involved an extensive agreement between BNSF and UP that provided 

for a combination of ti-ackage rights, haulage rights, line purchases, and build-in/build-out 

rights, with the bulk of the areas of concem addressed through d-ackage rights. The 

various conditions were intended to ensure that shippers served by two raib-oads prior to 

the conso'idation of UP and SP would have access to two independent, vigorously 

competing railroads after the UP/SP merger. From an economic perspective, the Board's 

approach embodied the principle that regulatory oversight in merger proceedings is 

properiy employed to prevent merger-related reductions in competition. As the Board 

considers revisions to the conditions it imposed on the UP/SP merger in light of UP's 

continuing service problems, this test remains the appropriate one to apply. 

' Union Pacific Corporation, Union Pacific Railroad Company, and Missouri Pacific 
Railroad Company—Control and Merger—Southem Pacific Rail Corporation, Southem 
Pacific Transportation Company, St. Louis Southwestem Railway Company, SPCSL 



Reflectir̂  uncertainty regarding the performance of th; post-merger UP/SP 

system and the diffi ulty of anticipating post-merger developments in the maricetplace, 

STB approval of die L'P/SP consolidation was accompanied by a five-year oversight 

process during which the STB would evaluate the effects of the merger and the extent to 

which the remedial conditions were fvmctioning as intended. This oversight process 

provides the opportimity for the Board to adjust the merger conditions in response to 

developments that were not originally anticipated. Making adjustments in this way is 

consistent with sound public policy for mergers, where the goal of protecting competition 

fiom harm is paramount. And it should be no surprise that it would be difficuU to 

anticipate ex ante the performance of a merger and related remedial conditions in a case 

as far-reaching and economically important as the consolidation of UP and SP. 

If the goal of the Board is, as it should be fit>m an economic perspective, to 

preserve the pre-merger competitive altematives of shippers, two sets of circumstances 

could justify changes in the existing condition;: First, the Board granted BNSF specific 

trackage and other rights in order to continue competitive service to specific "2-10-1" and 

other shippers. Given the recent service problems of UP, the specific operational rights 

of a carrier such as BNSF may well tum out to be insufficient to maintain pre-merger 

levels of competitive service to specific groups of shippers, as originally contemplaisd by 

the Board. In those cases, the Board would be justified in adjusting the specific trackag?. 

Corp., and the Denver Rio Grande Westem Raih-oad Company, Surface Transpoitation 
Board, Finance Docket No. 32760, Decision No. 44, served August 12,1996. 



rights received by BNSF to serve such shippers in light of current operational difficuUies 

faced by UP. 

Second, exogenous events, unrelated to the post-merger UP's actions and 

unanticipated at the time of the UP/SP merger ^proval, may arise and adversely affect 

the ability of the conditions imposed by the Board to protect competition. In such 

situations, it again would be appropriate for the Board to adjust the conditions it imposed 

to take account of these developments. 

In both cases, however, the Board's actions properly would be aimed at preserving 

the competitive goals h set in approving the UP/SP merger. In other words, the Board 

would appropriately review the tools it provided railroads and shippers to maintain 

competition, rather than reopen the question of whether the merger proceeding should be 

used to expand competition. 

I have applied these principles i.i reviewing the appropriateness of the remedial 

conditions now proposed by BNSF. BNSF's proposed conditions properly reflect the 

appropriate scope for the adjustment of remedies in th& review stages of a merger 

proceeding. First, BNSF has identified specific impediments to its capacity to exercise 

fully its post-merger role as a competitive altemative in rreas where UP and SP would 

have otherwise competed. Second, as a group, BNSFs requested conditions properly are 

focused narrowly on responding to such impediments and do not seek increased access. 

The requested modifications of conditions are limited in scope. They have the effects of 

(1) directing traffic away from Houston and congested Gulf Coast lines onto less crowded 



UP lines and onto less congested lines west of the Gulf Coast, (2) coordinating BNSFs 

operations with UP's new directional running, and (3) improving the switohing and 

dispatching on BNSF's trackage rights lines. Third, with respect to the Laredo gateway, 

BNSF has requested conditions which respond to a combination of UP's operational 

problems in the U.S., the constraints on competition created by the inability of Tex Mex 

(ŝ parently related to KCS' 49% ownership interest in Tex Mex) to enter into long-term, 

competitively viable agreements with BNSF, and the failure of competition to develop as 

spected in Mexico. 

From an economic standpoint, the conditions proposed by BNSF will provide 

public benefits by improving the ability of BNSF to compete, by helping to relieve 

congestion and related service problems for numerous shippers who otherwise are 

experiencing poor rail service in the post merger environment, and by responding to the 

unique market stmcture problems ofthe Mexican gateways. The conditions requested by 

BNSF would not create a new competitive balance by, for example, extending remedial 

conditions imposed by the Board beyond the replacement cf cot̂ petition which otherwise 

would have disappeared as a result of the UP/SP metier. In other words, BNSF's 

conditions focus on properly implementing the competitive thmst of the Board's prior 

orders, rather than on reopening the basic competitive decisions of those orders. 

II. UP's SERVICE PROBLEMS, POST-MERGER COMPETITION AND THE 
NEED FOR ADJUSTMENT OF EXISTING MERGER CONDITIONS 

The performance problems of the merged UP/SP system are well-known, severe, 

and the subject of concem to shippers, railroads, and the STB. While problems have 



occun-ed throughout the system, the Houston, Texas and Gulf Coast areas have been the 

epicenter of these difficulties. Stark problems of congestion and schedulmg have 

degraded the quality ofthe nation's rail service, as ripple effects have been transmitted to 

other raihroads and distant parts ofthe country. 

In response to this situation, the STB instimted a temporary emergency service 

order that directed the UP to make a number of operational changes and to release 

shippers from certain contracts so that BNSF and other railroads could better compete for 

shippers and begin to relic/e service failures.̂  hi addition, BNSF negotiated other 

changes, such as the joint ownership and operation of the Houston to Avondale line, joint 

dispatching in the Houston area, and additional trackage rights. These were intended to 

provide more efficient and less congested operations in the Gulf Coast area.' 

Despite the efforts of the STB and UP, as well as the cooperation of other 

railroads, the serious service problems have proven to be particularly intiw:table. The 

sources of these problems have been much disputed, with blanie placed both on 

inadequate rail infrastmcture in the Houston and Gulf Coast area and on poor 

management in integrating the LT and SP systems. While the current sihiation appears to 

be less dire than just a couple of months ago—when UP took the exti-aordinary step of 

embargoing traffic to Laredo—serious service problems remain. These problems are 

^ STB Service Order No. 1518, Joint Petition for Service Order, Surface Transportation 
Board, served October 31,1997. 
' Term Sheet Agreement Covering Ownership and Operation of Lines In and Around 
Houston, TX, signed by Union Pacific Railroad Company and thc Buriington Northem 
and Santa Fe Railway Company, Febmary 1998. 



occurring despite continued imoosition of conditions under the STB's temporary service 

order. Notwithstanding competing claims that the problems are solved or that they will 

persist in some form for years, reason suggests that it is difficult to know whether the 

current lessening of the extreme service problem is due to seasonal changes in local 

traffic demand, is the result of improvements by the UP, and/or reflects the workings of 

the Board's service order conditions. What is clear is that rail service in the Houston and 

Gulf Coast area is still suffering, and there are no reliable forecasts of when and if the UP 

will be able to meet its own service commitments and the needs of its shippers, or when 

the effects of UP's problems on other rail systems will fiilly recede. 

From a competition perspective, the rail service problems emanating fix)m UP's 

Gulf Coast operations become "merger related" when they start to adversely affect the 

ability of other railroads to compete vigorously and to provide the competitive 

replacement options that the Board envisioned upon accepting and imposing merger 

conditions on the UP/SP transaction. In order to compete effectively, a firm in any 

market must not only have the opportunity to price its products so as to attract customers 

away from rivals, it must also be able to provide the quality of service that customers 

demand. Thus, applied to the present context, the competition-protecting UP/SP merger 

conditions approved by the Board are thwarted to the extent that UP service problems 

ripple out and adversely affect the quality of service that other railroads, such as BNSF, 

can offer in competition with UP. The competitive playing field is tilted away tom UP's 

rivals when UP—understandably responding to pressure fix)m shippers, the Board, and 

even the media—takes steps to alleviate UP's service problems m ways that have the 



ultended or unintended consequence of worsening the absolute or relative quality of 

service that its competitors can offer. 

The largest group of conditions requested by BNSF, therefore, are designed to 

enable it to provide adequate, reliable and competitive service in light of UP's Houston-

area problems and associated changes in UP's operating practices. As documented by 

BNSF" and the Verified Statements of Messrs. Rickershauser and Hord, the congestion 

on UP's facilities and UP's responses thereto have significantly reduced the efficiency and 

utility of BNSF's rights. 

For example, many of the existing operating conditions result in routing BNSF's 

U-affic through the heavily congested Hcuston-area, even though the traffic is not destined 

for Houston. Under BNSF's requested conditions, substantial non-Houston traffic would 

be routed around Houston. This would incinase the efficiency and competitiveness of 

BNSF's service, while at the same time contributing to UP's recovery. Similarly, BNSF 

reports that UP practices adopted in response to its post-merger congestion and 

operational difficulties, such as directional nmninf;, have limited the competitive viability 

of BNSF's trackage rights. BNSFs requested conditions, in essence, would enable 

BNSF's trains to operate with UP's directional running, rather than against it. As a result, 

both BNSFs and UP's service would improve, to the benefit of shippers and competition. 

* Burlington Northem and Santa Fe Railway Company, Quarterly Progress Report in 
Union Pacific Corporation, Union Pacific Railroad Company, and Missouri Pacific 
Raih-oad Company—Control and Merger—Southem PacificRaii Corporation, Southem 
Pacific Transportation Company, St. Louis Southwestem Railway Company, SPCSL 
Corp., and the Denver Rio Grande Westem Railroad Company, Surface Transportation 
Board, Finance Docket No. 32760, July 1,1998. 
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Furthermore, there is evidence that UP has a pattem of favoring its own trains when 

operating conditions limit the ability of its Uacks to cany traffic,' and BNSF has 

proposed specific conditions to address these problems. 

BNSF already has modified a number of the routes over which it obtains 

competitive access to shippers otherwise facing loss of multiple rail service under the 

UP/SP merger. This has been achieved both by private negotiation and by STB order. 

Operations have been fiirther altered by joint agreements, unanticipated at the time ofthe 

UP/SP merger, between BNSF and UP in order to rationalize Houston dispatching and 

operations east of Houston. Nevertiieless, UP's operational sti-ategies have had far 

reaching impacts on BNSF's ability to compete, forcing it to adopt sub-optimal staging of 

grain movements out of the cenU-al U.S., -limiting its ability to service automobile 

manufacturers shipping into the U.S. from Mexico, and generally impairing its ability to 

provide reliable and competitive service using tiie rights granted it in the UP/SP merger 

proceeding.' 

As Mr. Rickershauser, Mr, Hord and BNSF̂  detail, UP's responses lo its 

operational and congestion problems have compelled UP to make substantial 

modifications in its post-merger operating plan. Particularly in tiie Texas Gulf Coast 

region, tiiese changes have impeded BNSFs ability to deliver service of die quality 

needed to allow it to fulfill its post-merger competitive role. Duwtional running by UP, 

' Verified Statement of Peter J. Rickershauser, at 9-10. 
' Id. at 9-12. 
' BNSF's July 1, 199S Quarterly Progress Report. 
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for example, has negatively affected BNSF's competitive presence over traffic utilizing 

access rights over Algoa, TX to Placedo, TX, bom Dallas to Fort Wortii, and (togetiier 

with other impediments) the Baytown Branch. Unforeseen operational stititegies of UP, 

congestion, and logistics have similarly adversely affected BNSFs ability to provide 

competitive service over Temple to San Antonio, in accessing the Georgetown Raihoad 

(GRR) (where BNSF now seeks modification of conditions enabling it to access GRR via 

tiie Taylor-Milano line, rather tfum die Temple-Taylor line), and in serving Harlingen and 

Brownsville, Texas and Matamoros, Mexico traffic (where post-merger options for 

multiple rail service have been constrained and logistically inadequate). Finally, UP's 

switching and dispatching practices on BNSF's trackage rights lines have 

disproportionately affected BNSF. 

In cases where UP's directional mnning—or other unforeseen operational changes 

and incentives—render BNSF unable to effectively utilize b-ackage and haulage rights 

granted to it in the merger agreements, it is p̂ropriate for the Board to grant BNSF 

access to altemative routes that allow it to provide the type of effective competition 

intended by the original provisions. In addition, BNSF is properly seeking protection in 

the future from operational changes or directional running that UP may impose that 

would otherwise degrade BNSFs ab 'ity to provide competitive service over trackage 

rights provided as part of the merger conditions. The provision of a general, flexible 

protection would satisfy the UP's needs for tiie flexibility required to organize its rail 

operations in a manner that it sees fit, while protecting shippers &om any loss of 
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competitive service provided by BNSF tiiat UP operational changes might otherwise 

entail. 

III. MAINTAINING COMPETITION AT AND BETWEEN MEXICAN 
GATEWAYS 

In originally addressing tiie issue of preserving competition affecting Mexican 

ti-affic, tiie Board's conditions recognized tiiat, absent remedial conditions, UP's 

consolidation witii SP would leave UP witii post-merger pre-eminence at each ofthe key 

Mexican gateways with access to central and e«»stem Mexico. Absent merger conditions, 

tiie post-merger UP would have provided service at botii Eagle Pass and Laredo, with 

only BNSF haulage to Eagle Pass as a non-UP option. 

Under BNSF's agreement with UP pursuant to tiie consolidation of UP and SP, 

however, BNSF received trackage rights on tfie UP Algoa-Brownsville line, enabling 

BNSF to replace SP as a competitor to UP on Laredo moves interiining with tiie Tex Mex 

and on moves going through Brownsville. The agreement also converted the haulage 

rights BNSF had on the Eagle Pass route to trackage rights. In short, the Board improved 

conditions enabling BNSF to replace SP's service at Eagle Pass, Texas and SP's interUne 

service (via Tex Mex) to Laredo. The STB further added to the merger conditions a 

trackage rights grant to the Tex Mex so tiiat KCS could link witii tfie Tex Mex in 

Beaumont, TX.* Altiiough Tex Mex also serves Laredo, it would not connect with any 

carrier other than UP, but for the trackage rights conditions tiie Board granted. 

• Decision No. 44, at 150. 
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The economic effect of the Board's conditions was to try to preserve directly 

competitive service at Laredo and intergateway competition between Eagle Pass and 

Laredo. However, as set forth in the BNSF application and the supporting statements of 

Messrs. Hord and Rickershauser, a unique combination of factors are adversely affecting 

BNSF's ability to provide viable compethion-preserving service into and out of Mexico. 

Specifically, these factors include: (1) UP's operational problems, (2) the relationship 

between KCS and Tex Mex (which limits the willingness of Tex Mex to enter into long-

term commercial relationships with BNSF), and (3) unforeseen developments in the 

organization of recentiy privatized Mexican raihoads (which inhibit the ability of Eagle 

Pass to substitute for La-edo service). The condition proposed by BNSF—trackage rights 

access to UP's Laredo-San Antonio line—^would enable BNSF to provide the service 

originally contemplated by the Board's conditioning of the LP/SP merger. In essence, 

BNSF would substitute trackage rights for the long-term commitment to interline service 

with Tex Mex. This change in conditions would, therefore, be consistent with the 

economic foundations of the Board's original merger approwal. 

Operational Impediments to Competition by BNSF: The intention of the 

trackage rights grant to BNSF was to protect the inter- and intra-gateway competition 

otiierwise provided pre-merger by SP. BNSFs resuUing trackage rights appear to mimic 

the network stiiicture which SP had in the region. A number of unforeseeable maricet 

changes, however, have now altered the competitive setting since the UP/SP merger. To 

serve Laredo traffic, BNSF is currently operating under temporai>- ti-ackage rights fit>m 

UP over Caldwell-Flatonia-Placedo line for southbound ti-affic. This configuration is 
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needed to accommodate directional mnning by UP. Northbound, BNSF is operating 

between Placedo and Algoa, altiiough tiiis route is heavily congested by tim)ugh ti^iins 

and local switching, and traffic moving from Laredo north through Algoa to reach 

BNSFs yard at Temple, TX passes tiirough tfie Houston/Galveston area and adds to the 

area's congestion. The overall effect on BNSF is to rcstiict the quality of service that it 

can offer to shippers in competing for their business. 

The U-ackage rights from San Antonio to Laredo tiiat BNSF seeks here would 

allow BNSF to offer service of sufficient quality to make it competitive and would divert 

its ti-affic between Mexico and locations beyond the reach of Houston's congestion. This 

would constrain the ability of UP's operational strategies to adversely affect thc quality, 

and, hence, the competitiveness of service that BNSF can offer. It would also contiibute 

to easuig the on-going congestion in the Houston and Gulf Coast region.' 

Effects of the KCS/Tex Mex Relationship: The ability of BNSF to compete 

vigorously against UP at the Laredo gateway and for Mexican traffic in genera! is further 

impeded by constraints placed on the Tex Mex by its ownership relationship with KCS. 

KCS has acquired a 49% ownership stake in the Tex Mex (the intent of which was 

publicly announced in September 1995). Moreover, with Transportacidn Maritima 

Mexicana (TMM), KCS owns the Tex Mex and thc Northeast concession of tfie recently 

privatized Mexican railroad. Specifically, on December 1, 1995, KCS and TMM 

established a Joint Venture Agreement (JVA). Though the general character of the 

relationship between TMM and KCS was known at tfie time of thc UP/SP merger 
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proceeding, the details ofthe joint venture were not known publicly. It now is clear that 

certain specific details of the JVA—undisclosed at the time of the Board's decision— ând 

the economic incentives KCS has are relevant to the implementation of the merger, 

particularly to its competition-preserving conditions. 

BNSF has been seeking to forge a long-term agreement with the Tex Mex so that 

it can make substantial capital investments and develop the long-term relationships that 

some shippers desire. Specifically, as explained by Mr. Rickershauser and as part of a 

long- tenn basis for interlining with Tex Mex, BNSF has sought non-discriminatory 

treatment from Tex Mex and a reasonable di virion of revenues.'" In the negotiations 

between Tex Mex and BNSF, the non-discrimination clause sought by BNSF would, in 

essence, have guaranteed that BNSF's rate from Tex Mex on a joint movement would be 

no higher than that charged to any other interline partner (adjusting for factors such as 

length of haul). However, when BNSF and Tex Mex came close to signing an agreement, 

KCS took the position that the JVA precluded Tex Mex from offering "most-favored 

nations treatment."" KCS "reject[ed]...'most favored nation ti-eatinent,'"'* and responded 

to BNSF's proposed agieement with Tex Mex with what BNSF interpreted as a threat of 

litigation against BNSF.'* 

' Verified Statement of Emest W. Hord, at 22-26. 
'" Verified Statement of Mr. Rickershauser, at 31-33. 
" Correspondence from Michael R. Haverty, President and CEO of KCS, to Robert D. 
Krebs, Chairman, President, and CEO of BNSF, March 9,1998, and March 13,1998. 
'̂  Kansas City Southem, "Reply to the BNSF April 1, 1998 Quarterly Progress Report," 
KCS-10, Finance Docket No. 32760 (Sub-No. 21), April 24,1998, at 4. 
'̂  See, e.g., correspondence from Robert D. Krebs, Chairman, President, and CEO of 
BNSF, to Michael R. Haverty, President and CEO of KCS, March 12,1998. 
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It was under this perceived threat that BNSF foimd itself unable to consummate a 

new, long-term interline agreement with Tex Mex. Contrary to claims by Tex Mex and 

KCS in tiieir filings in tiie UP/SP merger to tiie effect tiiat BNSF would not want to 

compete "vigorously for a significant share" of the traffic to Mexico,'" BNSF has been the 

party seeking to offer more competitive interline service with the Tex Mex to Mexico. In 

so doing, BNSF has met determined resistance tom KCS, using tne vehicle of the TMM-

KCS JVA. This prospect was not raised for Board scmtiny in the initial UP/SP merger 

proceeding, but its implications warrant examination during this ex post review because 

of its role in inhibiting BNSF's abil'ty to make long-term investinents and attendant 

commitments to shippers desiring them. 

KCS has argued that a most-favored nation (MFN) contract between Tex Mex and 

BNSF would be anticompetitive.KCS' articulated basis for that argument is that an 

MFN constitutes "price-fixing" but that is ? serious misuse of the term. What KCS must 

mean, if it intends to advance a serious economic argument, is that a non-discriminanon 

clause between BNSF and Tex Mex would inhibit Tex Mex from seeking interline 

'" See, e.g.. Brad L. Skinner, Verified Statement on behalf of The Texas Mexican 
Railway Company, at 151-52; Finance Docket No. 32760, Sub No. 13; The Texas 
Mexican Railway Co. - Trackage Rights over Lines of the Union Pacific RR. Co. and 
Southem Pacific Trans. Co. Finance Docket No. 32760, Sub No. 14; The Texas Mexican 
Railway Company - Temiinal Trackage rights over lines of the Houston Belt & Terminal 
Railway Co.; Responsive Application of the Texas Mexican Railway Company (March 
29,1996) [TM-23]. 
" Union Pacific Corporation, Union Pacific Raiiroad Company, and Missouri Pacific 
Railroad Company—Control and Merger—Southem Pacific Rail Corporation, Southem 
Pacific Transportation Company, St. Louis Southwestem Railway Company, SPCSL 
Corp., and the Denver Rio Grande Westem Raihoad Company, Oversight Proceeding, 
Reply to tiie BNSF April 1,1998 Quarterly Progress Report, April 24,1998. 
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agreements with other carriers (e.g., KCS) since a lower price offered to another carrier 

would also have to be otTered to BNSF. But such reasoning does not stand up to 

economic analysis here. Giving BNSF the opportunity to compete for traffic against 

KCS on pricing terms no worse than KCS would receive would improve BNSFs ability 

to attract shippers and reduce total transportation rates to shippers. Thus, in this 

circiunstance, where BNSF competes directly with KCS for Laredo traffic and KCS has 

an ownership interest, if not de facto control, in Tex Mex, a non-discriminatoiy, most 

favored nation contract would properly be viewed as pro-competitive. 

UP has noted that BNSF interlined ti-affic witfi Tex Mex is increasing." 

However, this short-term trend may be misleading. First, traffic has shifted to BNSF in 

response to UP's service problems, which resulted, at one time, in an embargo on traffic 

at Laredo. Second, much of BNSF's interlined b-affic moves under short-term contf-acts. 

Third, if current conditions prevail, the KCS/Tex Mex relationship will prevent BNSF 

from entering into long-term commercially viable arrangements witii Tex Mex. Witiiout 

the ability to make long-term commitments to shippers, BNSF cannot replicate and 

replace the competitive discipline SP imposed on UP pre-merger. Thus, the assertion that 

BNSF's current arrangement replicates pre-merger conditions is illusory. 

In the current environment, the fact that BNSF can offer only short-teim 

commitments may only be a limited handicap because "UP itself is operating in an 

" Union Pacific Coiporation, Union Pacific Raiiroad Company, and Missouri Pacific 
Railroad Company—Control and Merger—Southem Pacific Rail Corporation, Soutfiem 
Pacific Transportation Company, St. Louis Soutfiwestem Railway Company, SPCSL 
Coip., and tiie Denver Rio Grande Westem Raifa-oad Company, Oversight Proceeding, 



18 

environment of post-merger uncertainty so severe that UP actually embargoed Mexican 

traffic for a time. However, BNSF's ability to compete over tfie long-term will 

deteriorate once UP's situation normalizes, unless BNSF can make competitive long-term 

offers to shippers. Selective citation of short-term traffic trends fails to address the 

question of whether or not BNSF can realize its full potential as a competitive force, as 

contemplated by tfie Board. Clearly, as documented by BNSF and Mr. Rickershauser, 

BNSF's potency as a competitor to UP is being weakened to the extent that BNSF cannot 

make long-term commitments and investments that service to at least some shippers 

require." 

The Course of Mexican Rail Privatization: UP's pre-merger service at Laredo 

also faced inter-gateway competition from traffic at Eagle Pass and Brownsville. For 

traffic originating and terminating in central Mexico, it was anticipated that the 

combination of then-pending privatization ofthe Mexican rail system and developments 

north ofthe border would yield a system in which substantial numbers of shippers would 

have competitive choice between at least two Mexican raihx)ads—one serving via Eagle 

Pass and one serving through Laredo and Matamoros/Brownsville. Board approval of 

merger conditions providing for independent U.S. railroads serving competing Mexican 

counterparts, thus, promised to create at least two competing international conidors 

linking central and eastem Mexico with the U.S. heartland. Unfortunately for 

Quarterly Progress Report, July 1,1998. 
" Verified Statement of Mr. Rickerehauser, at 31-32. 
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competition, the course of Mexican privatization has impeded tiiis evolution of the 

marketplace. 

Prior to tiie UP/SP merger, tiie govemment of Mexico divided the Ferrocarriles 

Nacionales dc Mexico (FNM) system into three regional raihoads to be auctioned after 

tfie UP/SP merger." When tfie FNM sub-systems were auctioned to private companies, 

Transportacidn Ferroviarria Mexicana (TFM, a joint venture between Transportacidn 

Maritima Mexicana and Kansas City Soutfiem bidustties) won tfie bid for tfie Nortfieast 

railroad (serving Nuevo Laredo/Laredo and Matamoros/Brownsville). Gmpo Mexico, 

Union Pacific, and Empresas ICA won tfie bid for the Nortfiwest railroad, Ferrocarril 

Mexicano, S.A. De CV. ("FXE") (which serves, among otfier gateways, Easle Pass and 

El Paso). 

Mexican policy has restricted tfic TFM and FXE routings' competitiveness witfi 

one another. Contrary to reasonable and widely-held expectations at the time of the 

UP/SP consolidation, tiie Mexican government's protections of competition have been 

disappointing. Of particular relevance, the law privatizing the national railroad gave 

ample recourse in tfie event of market power findings," and it was anticipated at the time 

of the merger tiiat the Mexican government would intervene wherever competitive 

altematives were inadequate by granting trackage rights to at least one other carrier. As 

Tex Mex witness Skinner noted in 1996 while commenting on tiie UP/SP merger: 

" An additional component consisting of terminal railroads and shortlines was not 
auctioned. 
" The Ley Reglamentaria del Servicio Ferroviario defines competition as "two or more 
viable rail or other altematives," Capitulo I: Disposiciones Generales, Articulo 47. 
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Based on discussions witfi Mexican officials, I believe that Mexico will 
not grant exclusive access to one company with respect to the three 
regional lines, but will require whatever company or group that acquires 
each line to provide trackage rights at reasonable compensation to at least 
one other company in order to ensure competition over that \me....If 
privatization is completed properly, as I believe it tvill be, it will result in 
every major city, border gateway, and port in Mexico having the choice of 
at least two railroads, and those choices will stimulate efficiency, low cost 
productivity and economic development.̂  

However, this anticipated competition has not materialized in the time since 

privatization was consummated last year. Trackage rights, for example, do not yet offer a 

viable altemative to traffic destined for shippers not served by the gateway carrier. FXE, 

for example, serves tiie Eaglt Pass gateway on tfie soutfiem side of tfie border. As 

privatization has been implemented, however, I understand tfiat FXE must pay at least 

$1.50 per loaded car mile for ti-ackage rights to move cars to destinations on tfie TFM.*' 

At this high rate, it cannot be assumed that FXE can compete witfi TFM for destinations 

solely served by TFM, which operates from tfie Laredo gateway soutfiward. In conti-ast 

to expectations at the time of the merger, the two northem rail networks remain 

effectively closed systems. 

The failure of Mexican privatization to establish conditions for effective 

competition south of the border concomitantly limits thc extent of intergateway 

competition. The ability of BNSF service at Eagle Pass to discipline UP service at 

Laredo, for example, is reduced tiie more it matters to shippers which canier on tfie 

Mexican side ofthe border carries tfie ti-affic to/tom its Mexican destination/origin. This 

*" Verified Statement of Mr. Skinner, supra, at 149 (emphasis added). 
" Verified Statement of Mr. Rickershauser, at 33. 
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is conti-ar;.' to expectations held at the time of the UP/SP merger, when tfie Board clearly 

recognized the special, important role played by the Laredo gateway to Mexico, and the 

pro-competitive role of tfie E?.gle Pass gateway." I understand tfiat, prior to tfie UP/SP 

consolidation, SP had an equalization agreement witii FNM tiiat made rates to tfie interior 

of Mexico tom Eagle Pass equal to those from Laredo, despite a difference in distances," 

However, now tiiat FNM has been privatized such tiiat one railroad serves Laredo and 

one railroad serves Eagle Pass on the Mexican side, tiie equalization agreement has 

lapsed and traffic from Eagle Pass is now as much as 250-300 miles out of route 

economically.'̂  Not only does tius result in higher costs of power and rolling stock and in 

slower service times, the rates charged witiiin Mexico are higher. This significantly 

weakens Eagle Pass as a competitive altemative. 

Matters are being made even worse under UP ownership of tiie SP Une from San 

Antonio to Eagle Pass. Previously, as owner of tiie line, SP had fiill discretion and 

conti-ol over the w ay in which it would compete witii UP, whereas tiie post-merger BNSF 

must compete while being a tenant of UP. Were it not for discriminatory treattnent m 

tfiat role, BNSF might operate as effectively as tiie SP. Congestion, however, has forced 

BNSF into a capacity-limiting agreement witti UP under which BNSF must hold volume 

to no more than 150 cars per day (witfi coal and coke traffic exempted)." UP is held to a 

" Decision No. 44, at 148. 
" Verified Statement of Mr. Rickershauser, at 34. 
'*Ibid 
"Ibid. 
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200 car/day cap (witfi coal, coke and doublesUick intennodal trzftc exempted)." As a 

result, BNSF has had to delay trains in aheady inferior scheduling windows and has had 

to route north-bound empty cars to tfie less congested and BNSF-served El Paso gateway. 

This has increased tfie cost of providing service at Eagle Pass." Moreover, the edacity 

consti-amts at the Eagle Pass gateway, like consti-aints elsewhere where UP and BNSF 

meet, have forced BNSF to alter its staging of cars bound for Mexico back upstream even 

to tfie origin. BoUi the cost and the quality of BNSF's service suffers - as does its 

concomitant ability to compete using tfie Eagle Pass gateway. 

In summary, as far as service to Mexican traffic is concemed, the combinatio i of 

UP's operating problems, tfie relationship between KCS and Tex Mex, and the failure of 

full competition to develop as Mexico has- privatized its railroads have limited the 

effectiveness of the merger conditions imposed on UP/SP in protecting competition. 

BNSFs competitive capabilities at Laredo have been stunted by UP's congestion 

problems and operational strategies, and by the roadblocks to a long term relationship 

witii Tex Mex that ttie KCS/Tex Mex relationship has created in tfie post-merger setting. 

In addition, capacity limits at Eagle Pass have combined with less-than-expected 

protection and promotion of competition among newly privatized railroads in Mexico. 

The result is that intergateway competition which would otherwise have been well 

protected by tfie Board's UP/SP conditions is falling short. 

^'Ibid. 
""Ibid. 
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Given these results in the marketplace, and given that such factors as Mexican 

govemment policy are beyond the reach of the Board, BNSF's request here for trackage 

rights access to UP's Laredo-San Antonio line is consistent with soimd public policy and 

merger oversight. Such an alteration of the original merger conditions would duvctly 

counteract the block to competition that BNSF has encountered in dealing with the post-

merger KCS/Tex Mex. Moreover, it would allow substantial traffic to be shifted away 

from the heavily congested Algoa-Brownsville line. Competition would be protected in 

the process by moving traffic from congested rail lines with low service quality to less 

congested lines over which BNSF can provide better service to shippers. Shippers into 

and out of Mexico would directly benefit from reduced congestion and a shortening of 

BNSF's otherwise circuitous access to Laredo. By moving traffic that does not need to go 

to the Houston area to the west of the area, Houston traffic congestion would also be 

improved. In so doing, the need for heavy capital investment would be at least partially 

abated and forestalled. This would represent a rational use of the nation's scarce 

resources, while at the same time promoting the protection of competition. 

IV. CONCLUSION 

In its original decision on the UP/SP merger, the Board accepted and imposed 

conditions designed to ensure that the merger did not result in a loss of competition to 

shippers. However, as UP's weil-documented service problems have continued, the 

efficacy of the specific routing options approved by the Board has decreased, threatening 

the ability of BNSF and others to provide adequate, reliable and timely service as a 

competitive altemative to UP service. In addition, the impact of UP's general operational 
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problems has been exacerbated for BNSF at the Laredo gateway by both KCS' apparent 

ability to veto the entry by Tex Mex into reasonable, and competitively viable, long-tenn 

commercial arrangements with BNSF, and the lagging progress toward fuller competition 

on Mexican raihoads. 

Therefore, it would be impropriate to modify the original UP/SP conditions by 

adopting substitute routings which enable BNSF and other raihx>ads to restore and protect 

the quality service that can be offered when competing for shippers' business. The 

conditions proposed by BNSF meet this objective. They would not resuh in BNSF 

gaining access to additional shippers; they would contribute to a reduction of congestion 

in the critical Houston/Gulf Coast area; and they would protect competition for Mexican 

traffic. 
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eds., iVeit' Directions in Natural Gas Deregulation, Greenwood Press, 1995. 
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"Culture and Institutions as CoUective Goods: Issues in the ModeUng of Economic Development on 
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"The Role of Governmental Incentives in Energy Production" (with Robert S. StiUman), Annual 
Review of Energy, Vol. 5, Annual Reviews Inc., 1980, pp. 1-32. 
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"Market Structure, Vertical Integration, and lx)ng-Term Contracts in the (PracticaUy) Deregulated 
Natural Gas Industry." Discussion Paper Series, Harvard Institute of Economic Research, Harvard 
University, Apr-U 1985. 

"Can a Consuming Region Win under Gas Decontrol?: A Model of Income Accrual, I'rade, and 
Stockholding" (with Robert A l̂ eone), Di.Hcussion Paper Series, Energy and Environmental PoUcy 
Center, John F. Kennedy School of G ivernment, Har\'ard University, February 1984. 

"Natural Gas Decontrol: A Northwest Ind jstrial Perspective" (with Sush.i Bender and Henry Lee), 
Discussion Pafer Series, John F. Kennedy School of Government, Harvard University, November 
1983. 

"Natural Gas Decontro) A Northeast Industrial Perspective" (with Henry Lee and Robert A. 
Leone;, Discussion Paper Series, John F. Kennedy School of Government, Harvard University, 
October .'982. 

"Television industry Self-Regulation: Protecting CbUdren from Competition in Broadcasting" (with 
George J . Holder), Harv rd Institute of Economic Research, Discussion Paper No. 896, April 1982. 

"The Use of PoUtical Pressure as a PoUcy Tool During the 1979 OU Supp.> Crisis" (with Stephen 
Erfle and John Pound), Discussion Paper Series, Johi. F. Kennedy School of Government, Harvard 
University, AprU 1981. 

"Problems of Minority Fuel OU Dealers" (with Henry Lee), Discussion Paper Series, Energy a.id 
Environmental PoUcy Center, John F. Kennedy School of Government, Harvard University, AprU 
1981. 
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OTHER PUBLICATIONS AND LEGISLATIVE TESTIMONY 

Statement to U.S. House of Representatives, Subcommittee on Energy and Mineral Resources, 
Federal Oil Royalty Valuation (HB 3334), Hearing of May 21, 1998. 

Statement to the National GambUng Impact Study Commission, Economic Impact of Gaming by 
American Indian Tribes, Hearing of March 16, 1998. 

"Measures Against Tribes Are Counterproductive," editorial (with Jonathan B. Taylor), Indian 
Country Today, September 22-29, 1997. 

"American Indian Economic Development," Tribal Pathways Technical Assistant Program 
Newsletter, February 1997, p. 3. 

Statement to U.S. Senate Committee on Indian Affairs, Economic Development in Indian Country, 
Hearing of September 17, 1996. 

"A Harvard Professor Looks at the Effects of AUowing U.S. Hunters to Import Polar Bear 
Trophies," Safari Times, AprU 1994. 

Statement to U.S. Congress, Joint Economic Committee, Subcommittee on Trade, Productivity and 
Economic Growth, TTie Economic Impact of Lower Oil Price, Hearing of March 12, 1986. 

"Administration BacksUding on Energy PoUcy" (with Peter Navarro), Wall Street Journal, editorial 
page, February 9, 1982. 

Statement to the Energy and Natural Resources Committee, U.S. Senate, Government Responses to 
Oii Supply Disruptions, Hearing of July 28-29, 1981, U.S. Government Printing Office, 1981, pp. 
623-630 and 787-801. 

"Staff Report on Effects of Restrictions on Advertising and Commercial Practice in the Professions: 
The Case of Optometry," Ronald S. Bond, et al.. Executive Summary, Bureau of Economics, 
Federal Trade Commission, September 1980. 

"Redistribution of Wealth in Federal OU PoUcy," San Diê o Business Journal, August 18, 1980, pp. 
22-3. 

"Ti e Energy Crisis—Moral Equivalent of CivU War" (with Peter Navarro), Regulation, 
January/February 1980, pp. 41-43. 

"WindfaU Profits Tax WUl Reap Bonanza—But For WnomT' (with Peter Navarro), The Miami 
Herald, December 23, 1979, editorial page. 
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PAPERS PRESENTED 

Proceedings of the Fourth Annual DOE-NARUC Natural Gas Conference, Orlando, FL, February 
1995, pubUcation forthcoming. 

Keynote Address, "Sovereignty and American Indian Economic Development," Arizona Town HaU, 
Grand Canyon, AZ, October 1994. 

"Is the Movement Toward a Less-Regulated, More Competitive LDC Sector Inexorable?, 
(Re)Inventing State/Federal Partnerships: PoUcies for Optimal Gas Use," U.S. Department of 
Energy and The National Association of Regulatory UtiUty Commissioners Annual Conference, 
NashvUle, TN, February 1994. 

"Cultural Evolution and Constitutional PubUc Choice: Institutional Diversity and Economic 
Performance on American Indian Reservations," Festschrift in Honor of Armen A. Alchian, 
Western Economic Association, Vancouver, BC, July 1994. 

"Precedent and Legal Argument in U.S. Trade PoUcy: Do they Matter to the PoUtical Economy of 
the Lumber Dispute?" National Bureau of Economic Research, Conference on PoUtical Economy of 
Trade Protection, February, September 1994. 

"The Redesign of Rate Structures and Capacity Auctioning in the Natural Gas PipeUne Industry," 
Natural Gas Supply Association, Houston, TX, March 1988. 

"Property Rights and American Indian Economic Development," Pacific Research Institute 
Conference, Alexandria, VA, May 1P87. 

"The Development of Private Property Markets in WUderness Recreation: An Assessment of the 
PoUcy of Self-Determination by American Indians," PoUtical Economy Research Center Conference, 
Big Sky, MT, December 4-7, 1985. 

"Lessons from the U.S. Experience with Energy Price Regulation," International Association of 
Energy Economists Delegation to the People's RepubUc of China, Beijing and Shanghai, PRC, June 
1985. 

"The Impact of Domestic Regulation on the International Competitiveness of American Industry," 
Harvard/NEC Conference on International Competition, Ft. Lauderdale, FL, March 7-9, 1985. 

"The Welfare and Competitive Effects of Natural Gas Pricing," American Economic .Association 
Annual Meetings, December 1984. 

"The Ideological Behavior of Legislators," Stanford University Conference on the PoUtical Economy 
of PubUc PoUcy, Marcli 1984. 

"Principal-Agent Slack in the Theory of Bureauciatic Behavior," Columbia University Center for 
Law and Economic Studies, 1984. 
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"The PoUtical Power of the Underground Coal Industry," FTC Conference on the Strategic Use of 
Regulation, March 1984. 

"DecontrolUng Natural Gas Prices: The Intertemporal ImpUcations of Theory," International 
Association of Energy Economists Annual Meetings, Houston, TX, November 1981. 

"The Role of Government and the Marketplace in the Production and Distribution of Energy," 
Brown University Symposium on Energy and Economics, March 1981. 

"A PoUtical Pressure Theory of OU Pricing," Conference on New Strategies for Managing U.S. OU 
Shortages, Yale University, November 1980. 

"The PoUtics of Energy," Eastern Economic Association Annual Meetings, 1977. 

WORKSHOPS PRESENTED 

University of Indiana; University of Montana; Oglala Lakota CoUege; University of New Mexico; 
Columbia University Law School; Department of Economics and John F. Kennedy School of 
Government, Harvard University; MIT; University of Chicago; Duke University; University of 
Rochester; Yale University; Vu-ginia Polytechnic Institute; U.S. Federal Trade Commission; 
University of Texas; University of Arizona; Federal Reserve Bank of DaUas; U.S. Department of 
Justice; Rice University; Washington University; University of Michigan; University of 
Saskatchewan; Montana State University; UCLA; University of Maryland; National Bureau of 
Economic Research; University of Southern CaUfornia 

OTHER PROFESSIONAL ACTIVITIES 

Chief Mediator In the Matter of the White Mountai: Apache Tribe v. United States Fish and 
Wildlife Service, re: endangered species management authority, May-December, 1994 

Steering Committee, National Park Service, 75th Anniversary Symposium, 1991-93 

Board of Trustees, Foundation for American Com-munications, 1989 to present 

Editorial Board, Economic Inquiry, 1988 to present 

Advisory Committee, Oak Ridge National Laboratory, Energy Division, 1987 to 1989 

Commissioner, President's Aviation Safety Commission, 1987-88 

Principal Lecturer in the Program of Economics for JournaUsts, Foundation for American 
Communications, teaching economic principles to working journaUsts in the broadcast and print 
media, 1979 to present 
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Lecturer in the Economics Institute for Federal Administrative Law Judges, University of Miami 
School of Law, 1983 to 1991 

Research FeUow Energy and Environmental PoUcy Center, John F. Kennedy School of 
Government, Harvard University, 1981 to 1987 

Editorial Board, MIT Press Series on Regulation of Economic Activity, 1984 to 1992 

Research Advisory Committee, American Enterprise Institute, 1979 to 1985 

Editor, Quarterly Journal of Economics, 1979 to 1984 

Referee for American Economic Review, Bell Journal of Economics. Economic Inquiry. Journal of 
Political Economy. Review of Economics and Statistics. Science Magazine, Journal of Policy 
Analysis and Management, Social Choice and Welfare, Quarterly Journal of Economics, MIT Press, 
North-HoUand Press, Harvard University Press, American Indian Culture and Research Journal 

TEACHING EXPERIENCE 

Introduction to Environment and Natural Resource PoUcy (Graduate, Kennedy School of 
Government); Seminar in Positive PoUtical Economy (Graduate, Kennedy School of Government); 
Intermediate Microeconomics (Graduate, Kennedy School of Government); Natural Resources and 
PubUc Lands PoUcy (Graduate, Kennedy School of Government); Economics of Regulation and 
Antitrust (Graduate); Economics of Regulation (Undergraduate); Introduction to Energy and 
Environmental PoUcy (Graduate, Kennedy School of Government); Graduate Seminar in Industrial 
Organization and Regulation; Intermediate Microeconomics (Undergraduate); Principles of 
Economics (Undergraduate); Seminar in Energy and Environmental PoUcy (Graduate, Kennedy 
School of Government) 

HONORS AND AWARDS 

AUyn Young Prize for ExceUence in the Teaching of the Principles of Economics, Harvard 
University, 1978-79 and 1979-80 

ChanceUor's Intern Fellowship in EJconomics, 9/73 to 7/78, one of two awarded in 1973, University 
of CaUfornia, Los Angeles 

Smith-Richardson Dissertation FeUowship in PoUtical Economy, Foundation for Research in 
Economics and Education, 6/77 to 9/77, UCLA 

Summer Research FeUowship, UCLA Foundation, 6/76 to 9/76 

Dissertation FeUowship, Hoover Institution, Stanford University, 9/77 to 6/78 
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Four years of undergraduate academic scholarships, 1969-1973; graduated with University 
Distinction and Departmental Honors, Stanford University 

Research funding sources have included: Tbe National Science Foundation; USAID (IRIS 
Foundation); Pew Charitable Trust; Chrisrian A. Johnson FamUy Endeavor; The Ford Foundation; 
The Northwest Area Foundation; the U.S. Department of Energy; the Research Center for 
Managerial Economics and PubUc PoUcy, UCLA Graduate School of Management; the MIT Energy 
Laboratory; Harvard's Energy and Environmental PoUcy Center; the PoUtical Economy Research 
Center; the Center for Economic PoUcy Research, Stanford University; the Federal Trade 
Commission; and Resources for the Future 
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STATEMENTS OF SHIPPERS AND OTHERS 
IN SUPPORT OF APPLICATION 

SUPPORTER 

American Natural Soda Ash Corporation 

Aqua Oceano, S.A. DE CV. 

Brownsville & Rio Grande Intemational 
Railroad 

Degussa Mexico S.A. de CV. 

Dynegy Inc. 

Fimexpo Metales S.A. DE CV. 

Gmpo Vitro 

IBP, Inc. 

National By-Products, Inc. 

Port of Houston Authority 

Roquette America inc. 

Texas Cmshed Stone Company 

Tosco Refining Company 

Ultramar Diamond Shamrock Corporation 

United Salt Corporation 

Vitromex 

NAME 

John W. Reinacher 

Pedro Diaz Baneiro 

Lorenzo E. Cantu 

Karen Wemer M. 

Janice Rowland 

Alejandro Cervantes R. 

Armando Diaz Orozco 

Perry M. Boume 

Robert A. Blank 

H. Thomas Komegay 

William R. Mudd 

William B. Snead 

Charles W. Pegram 

Steve Geneva 

Mike Causseaux 

Ing. Francisco J. Garza O. de M. 



July 6,1998 

Mr. Vemon A. WilUams 
Secret6uy 
The Stirface Transportation Board 
1925 K. Street, N.W. 
Washington. D.C. 20423-0001 

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

Dear Secretary WiUiams: 

My name is John W. Reinacher, I am the Director of Distribution for the 

American Natural Soda Ash Corporation (ANSAC). I started with ANSAC in 

1984 as the Company was being formed. Prior to then, I worked 21 years for 

Allied Chemical, an original owner of ANSAC, in various supervisory and 

meu-iagement positions. My current responsibiUties include all logistic functions 

for the export of ANSAC soda ash to the world meurket, 

ANSAC is a cooperative which represents the United States Soda Ash 

industry i i export. We are responsible for edl Marketing, Sales, and Distribution 

activities as they relate to export. Our product is mined in Wyoming and 

Califomia and is transported by rail to various port locations and to Mexico. In 

1997 over 618,000 tons of soda ash were transported by rsdl to destinations in 

Mexico. In 1998, ANSAC entered into an agreement to transport a minimiim of 

100,000 tons on the Burlington Northem Santa Fe (BNSF) Railway to the Mexican 

gateways of Laredo, Eagle Pass, and BrownsviUe. 

. . . / . , . continued 
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Mr. Vemon A. Williams 

Page 2 

This statement is submitted in support of BNSF's request for trackage 

rights firom San Antonio to Laredo. Texas. With respect to our customers in 

Mexico. ANSAC currently ships our product on BNSF over either Brownsville 

gateway (via U.P. haulage) or on BNSF direct to Eagle Pass gateway. However, 

our Mexican customers prefer, and increasingly are insisting upon the use of the 

Laredo gateway, to interline with Transportation Ferrovirria Mexicana (TFM). 

This is because Laredo via the TFM is the shortest route to our customers. The 

distance from Eagle Pass to our customers is longer and the rates cheurged by 

FXE. the Mexican carrier serving the Eagle Pass gateway, are not competitive 

with the TFM. 

Our experience also is that BNSF's rates for traffic which would interline 

with the Tex Mex over the Laredo gateway are not competitive with U.P.'s. 

Because BNSF has been unable to reach an agreement with Tex Mex. BNSF is 

understandably hesitant to make substantial capital investments €uid develop 

long-term commitments with shippers like us in order to provide competitive 

service. 

Beyond the issue of non-competitive rates, the congestion problems 

associated with shipping traffic via BNSF over the Laredo gateway cause us 

great concem and have resulted in our decision not to use that gateway for our 

BNSF routed traffic. Our BNSF traffic does not need to go through the Houston or 

Gulf Coast areas, but since BNSF's only access to the Laredo gateway is by 

cormecting with the Tex Mex via the heavily congested Algoa-Corpus Christi 

line, our traffic would be subject to considerable delay and congestion if we 

were to ship over the Laredo gateway via BNSF, 

. . . / . . , continued 
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It is clear that in the very near term, our customers will require us to use 

the Laredo gateway for BNSF routed traffic. For that reas;on. and because of the 

problems associated congestion and delays at the other gateways to Mexico, we 

are concemed that absent the granting of overhead trackage rights to between 

San Antonio to Laredo. BNSF is not able to provide effective competition for us 

and other shippei;. at the Laredo gateway as a replacement for SP as was 

anticipated by the Board. 

We appreciate the opportimity to share our views with the Board and 

respectfully request that the Boeurd grant BNSF's request. 

Under penalty of perjury. I state that I have read the foregoing document, 

know the facts asserted therein and that the same are tme and correct as stated. 

Sincerely yours, 

J, 
irector of Distribution 

JWR/dg 



AQUA OCEANO, S.A. DE C V 
R.F.C. AOC-861106-4Q2 

CABJIETERA 57 ESQUINA EJE 102 
ZONA INDU.STR1AL 

SAN LUIS POTOSI, S.L.P CP 78090 
TELS. 91 (48) 24-74-36 

24-74-38 
24-74-84 

FAX. 91 (48) 24-74-95 
E-mail aocean@www.orb.org.irix 

Honorable Mr. Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K. Street, N.W. 
Washington, D.C. 20423-0001 

Honorable Mr. Vemon A. Williams: 

July 2nd., 1998 

Subject: Docket No. 32760 
Sub-No. 26 

Who ever has to take a decision on the following matter must do it and fast. 

It is just not possible that the busiest border in the worid in regards of rail transportation 
don't have a competitor, and I specifically refer lo the monopoly of UP/SP in that area. 

As a consequence of this monopoly both countries are suffering the consequences, and 
we are forced to use truck when it is possible. 

What our company would like is that BNSF gets the overhead track rights on 
UP-Larcdo-San Antonio, as well in both ways, Caldwell-Flatonia-San Antonio, and 
CaldwLii-Flatonia-Placedo lines, these bases on definitely terns (not temporarily). 

The prices charge by Tex-Mex are rip off, and for companies like ours, where 
transportation is very sensitive it makes -mpossible, to use the services in the way that they are 
right now. 

Delays, congestion, high price, stolen cars, damage cars, etc. are only the few of the 
consequences of this monopoly. 

Our company will use approximately 1,000 rail cars for 1999, and a similar amount of 
trucks when it is impossible to use rail, due the reasons mentioneJ above. 



Our company exports to USA and Canada Christmas decorated products on a exclusive 
long term contract, with Santa's Best which is the largest corporation in the world for these 
items. 

We expect your imputes in this matter as soon as possible. 

Thank you in advance fcr kind attention to the present. 

Yours very tmly, 
lua Oceano 

Diaz Barreiro 
'President 
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facilitate the interchange with UP and reduce interchange congestion at Dayton, BNSF 

constructed hA/o 9,000 foot interchange tracks adjacent to the Dayton storage-in-transit 

("SIT") facility. The' ^ tracks opened for service in December 1997. 

More recently, in order to bypass Houston and reduce congestion in the Houston 

tenninal area, and in keeping with BNSF's theme of not moving traffic through Houston 

which need not go there, the BNSF Dayton-Houston local serving Baytown Branch 

customers was rerouted to operate behveen Dayton and Silsbee, TX, connecting at 

Silsbee with BNSF through manifest trains to points east, west, and north. This change 

was made May 9, 1998. 

At approximately the same time that BNSF commenced operations with UP on the 

Dayton interchange V=ir\̂ s UP announced plans to initiate directional operations on the 

Baytown and Cedar Bayou Branches, with inbound flows to customers on these lines 

moving via the UP Baytown Branch from Houston, and outbound flows moving via the 

SP Baytown Branch on to the Houston-Iowa Junction-Avondale line over which BNSF 

has trackage rights at Dayton. These directional operations commenced on December 

16, 1997. UP's directional operations have limited BNSF's ability to exercise its right to 

switcli Baytown Branch and Cedar Branch customers. Indeed, it is extremely difficult for 

BNSF to go against the directional flow of UP traffic in order to perform switching on the 

branches over its existing trackage rights As a result of UP's operations changes, 

BNSF has been forced to interchange with UP at Houston for traffic destined to Baytown 

Branch and Cedar Bayou Branch customers. UP continues to interchange with BNSF 

at Dayton for business from the Baytown and Cedar Bayou Branches. 
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BNSF's Baytown Branch customers have not been satisfied with the service that 

BNSF has been able to provide using UP haulage and reciprocal switching. As 

evidenced by the graph attached hereto as Attachment 1, UP has not followed through 

on its commitment to BNSF that cars released and billed by customers on the branch 

by 5:00 PM on Day 1 would be available to BNSF at the Dayton interchange tracks by 

11:59 PM on Day 2, and instead, has consistently delivered cars late or not at all.-

Further, on a number of occasions, BNSF shipments from Baytown Branch customers 

were delivered by UP to BNSF at Houston or other points, further increasing transit 

times. Accordingly, in February 1998, BNSF informed UP of its intention to offer direct 

switching of customers to which it had access on the Baytown Branch which desired 

such switching. BNSF began working with customers to provide direct switching service 

to their facilities and began direct service to Ultramar Diamond Shamrock in May. 

- In order to manage BNSF's commercial and operational service offerings to 
customers on the Baytown Branch, BNSF set up a team of marketing, customer service, 
operations and other personnel in April 1998, to: (a) determine BNSF's service 
capabilities for customers on the Baytown Branch, using a combination of UP reciprocal 
switch and haulage, and BNSF linehaul services; (b) monitor service through an intense 
car-by-car, day-to-day tracking of every shipment onto or off of the branch to identify 
causes for service failures and apply necessary "fixes," and (c) provide a competitive 
service using the terms of the Settlement Agreement and conditions which wculd meet 
BNSF's customers' expectations. 

UP service to BNSF and BNSF's customers has improved considerably for 
Baytown Branch traffic. This improvement, however, is in large part attributable to 
BNSF's intense car-by-car management process which consumes large amounts of time 
and resources. Further, although there has been some improvement, UP's reciprocal 
switching still does not consistently meet **,te service standards necessary for BNSF to 
provide fully competitive service. 
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However, for a number of reasons, BNSF direct switching for many of these 

customers is not a practical or long-*?rm solution to the need to provide shippers with 

competitive service to and from points such as those on the Baytown Branch, where 

previously customers had enjoyed switching service from only one carrier. At the local 

plant level, customers have concerns with allowing hvo carriers instead of one to switch 

their facilities. Among other things, customers are concerned with the implications of 

allowing hvice as much switching activity through their facilities on a daily basis to secure 

competitive service; the need to separate shipments for hvo carriers rather than one; the 

potential for doubling the administrative work associated with switching services; and the 

potential need for additional track space to place shipments for one carrier versus 

another. Additionally, customers are concerned with the timing issue of fitting a second 

switching carrier into a plant's operational cycle at a different time of day or night to 

avoid impacting .e switching cycle of the first carrier. For example, Bayer Corporation's 

facility at Eldon, TX can permit BNSF as well as UP to switch every day, provided the 

plant switching for both carriers is performed behveen midnight and 6:00 a.m. daily, a 

daunting challenge of coordination even under ideal circumstances. 

Even the one shipper, Ultramar Diamond Shamrock Corporation, for which Loth 

BNSF and UP currently provide switching, supports BNSF's proposal of neutral 

supervision of switching activities on the Baytown Branch. See Verified Statement of 

.'>teve Geneva, General Manager, Transportation, Ultramar Diamond Shamrock 

Corporation attached to the Application at Exhibit 5. As explained in that Verified 

Statement, neutral switching supervision would enhance the efficiency of operations on 
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the branch for that customer, including better coordination of activities and improved 

turnaround times for cars. \^ Other shippers located on the branch also support 

BNSF's request, ggg Exhibit 5 attached to the Application. 

The issue of multiple switch carriers diso affects the operation of the Baytown 

Branch itself. The Baytown Branch is not signaled and is congested by growing 

business and multiple train operations daily. BNSF has had to fit its local switch service 

in among UP's local operations without causing disruption to UP or its customers. 

Further, BNSF switching on the Baytown Branch adds additional trains to the line and 

potentially increases congestion. As indicated eariier, UP's operation on the Baytown 

Branch is directional, toward Dayton, which is BNSF's base of operations to switch 

customers on the Baytown Branch. In order to switch 3aytown Branch customers, 

BNSF's local switcher has to operate "against the UP directional flow" in order to place 

and pull cars behveen Dayton, Baytown, and East Baytown. The window UP has 

provided for BNSF to operate its local switcher ~ commend.ig at 10:00 p.m. with the 

expectation .he switcher will begin its return to BNSF's Dayton operating tracks by about 

4:30 a.m. - limits BNSF to switching a few customers at Mont Belvieu and Elc n. This 

schedule, required so as to not conflict with UP operations on the line, precludes BNSF 

from switching customers at Baytown and East Baytown, whether or not such shippers 

could accommodate switching by both BNSF and UP in a 24-hour period. 

The problems associated with two canier switching coukl be resolved if operations 

on the Baytown and Cedar Bayou Branches were to be directed on a neutral basis by 

a third party using the UP and BNSF personnel already in place to conduct the switching 
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operations. This would permit customers to revert to being served by a single local 

switch carrier, reduce train movements on the Baytown and Cedar Bayou Branches, and 

provide customers equal operational access to the line haul services of BNSF and UP. 

The Board should direct that the neutral switching supervisor should be selected by the 

parties or, absent agreement, by an arbitrator. The neutral switch management should 

be required to report its activities to the Board periodically. 

In addition to requesting neutral switching supervision on the Baytown and Cedar 

Bayou Branches, BNSF is requesting neutral switching supervision of the Sabine and 

Chaison Branches. BNSF gained access to these branches as a result of the Term 

Sheet Agreement. This trackage is similar to the Baytown and Cedar Bayou Branches 

in that it serves major petrochemical complexes at a number of points. Although BNSF 

is not presently serving these branches, it intends to commence operations over the 

branches in the near future. BNSF is anticipating similar problems in providing 

customers with competitive service along this branch as have occurred on the Baytown 

and Cedar Bayou Branches. Therefore, BNSF is requesting the establishment of neutral 

switching supervision along these branches on the same terms and conditions as set 

forth above for the Baytown and Cedar Bayou Branch^::. 

Clinton Branch. UP's Clinton Branch, located in Houston and Galena Park, TX 

is a 5.4 mile branch serving approximately 2G customers along the north side of the 

Houston Ship Ciannel, including the Port of Houston Authority Public Elevator #2 and 

the Port's Woodhouse Terminals. In order to service the Houston Public Elevator, a 
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trainload receiver, BNSF delivers cars to UP's North Yard. UP then delivers the cars to 

the Houston Public Elevator. 

BNSF has been unable to provide timely, reliable and competitive service to the 

HouL.jn Public Elevator under the current arrangement. On some occasions, UP has 

given its own trains preference over BNSF trains, thereby causing BNSF trains to 

experience considerable delays. On other occasions, BNSF trains have experienced 

delays because UP inefficiently coordinated operations on the Clinton Branch. For 

example, on May 8, 1998. a BNSF train was held for 5J4 hours at the North Yard 

because UP was unable to contact the UP Yardmaster to receive clearance for the train. 

Further, when grain trains destined for the public elevator on the Clinton Branch are 

backed up, the congestion they present frequently backs up other traffic in the Houston 

terminal, both on UP and BNSF, and on the Port Terminal Railroad Association 

("PTRA"). 

BNSF recommends the Clinton Branch be operated by the PTRA, which has 

trackage and yards adjacent to the Clinton Branch that can be used for staging trains 

destined to the branch, and which is in a better position than UP to monitor and manage 

on a neutral basis inbound grain train flows to the Houston Public Elevator, thereby 

reducing congestion on the branch and elsewhere in the Houston terminal area. 

Inasmuch as there are a number of facilities on this trackage not currently open via 

reciprocal switch to BNSF or others, BNSF recommends that operation of the Clinton 

Branch by the PTRA not include opening these facilities to reciprocal switch. 
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The Port of Houston Authority, which is owns and operates the Houston Public 

Elevator, f«j!ly supports BNSF's request that the Clinton Branch be operated by PTRA. 

See Verified Statement of H. Thomas Kornegay, Executive Director, Port of Houston 

Authority, attached to the Application at Exhibit 5. In its Verified Statement, The Port of 

Houston Authority describes how PTRA operation of the Clinton Branch would improve 

service to shippers, jd. 

3. Alternative Routing and Improved Dispatching 

In the Houston terminal, BNSF needs additional trackage rights, to be 

administered through the Spring Center, permitting it to operate ovw: any clear through 

UP route available in Houston, improving velocity and easing congestion. Presently, 

BNSF operations through Houston are restricted to the former HB&T East and West Belt 

routes. When these routes are congested, though alternative routes are available, UP 

will not permit BNSF to use these lines unless prior trackage rights agreements are in 

place. 

For example, a May 7, 1981 Supplement to the SP-ATSF Rosenberg-Virginia 

Point Agreement provided ATSF (and now BNSF) with the ability to operate grain trains 

on trackage rights over •he former SP behveen Rosenberg and Englewood via West 

Junction, Chr ley Junction, and Tower 26 for traffic moving to eievators on the Clinton 

Branch. By broadening these rights to permit all traffic to move on this route as 

required, business moving through the Houston tenninal could be routed around 

congestion on the East and West Belt lines, leaving those routes clear for business 

moving to and from Houston locai and area customers. 

28 



BNSF also requests that the UP directional routes behveen Houston and 

Longview, TX and behveen Houston and Shreveport, LA, shared by BNSF and UP over 

which BNSF has trackage rights as well as access to "2-to-l" customers and new 

facilities be relocated to and coordinated at the Spring Center irom the Harriman 

Dispatch Center in Omaha. There have been periodic reoccurrences in UP congestion 

on tnese routes which impacts BNSF's ability to provide scheduled through and local 

service to customers on these routes, as well as flows into and out of the Houston 

Terminal for both UP and BNSF. This situation could be improved if the routes were 

dispatched under neutral supervision by the Spring Center. Including these UP routes 

in the Spring Center would assist BNSF and UP in scheduling and coordinating 

movements over these lines both into and out of Houston, make the most utilization of 

the available track capacity for train movements in and out of the Houston terminal area, 

speed velocity, and reduce potential congestion for both carriers. 

4. Laredo Gateway 

As a condition of the UP/SP merger, BNSF received permanent trackage rights 

over a UP route to Tex Mex and the Laredo gateway via Algoa, Corp.'S Christi and 

Robstown, TX. BNSF's hub tenninal for traffic moving to or from any of the south Texas 

gateways to Mexico, including Laredo, is Temple, TX. Presently, in order to 

accommodate UP's directional running, BNSF serves the Laredo gateway via temporary 

trackage rights on the Caldwell-Flatonia-Placedo line for southbound traffic. BNSF is 

operating northbound behveen Placedo and Algoa over permanent bidirectional trackage 

rights received as part of the BNSF Settlement Agreement, imposed as a condition of 
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the UP/SP merger. The Algoa route, however, is heavily congested with the through 

trains of UP, BNSF and Tex Mex, as well as with substantial local switching activity by 

UP for major chemicals and metals customers along the Gulf Coast. Further, traffic 

moving northbound from Laredo through Algoa to reach BNSF's Temple, TX yard must 

traverse the Houston/Galveston area, over lines 96 miies longer than the Caldwell-

Flatonia-Placedo southbound route, thereby adding to train movements and potentially 

congestion problems in the Houston area with traffic that need not move there. 

Under BNSF's proposal for south Texas, BNSF would be to route a considerable 

amount of Laredo gateway traffic pennanently off of the Robstown-Placedo-Algoa line 

and therefore away from Houston as well as the local activity occurring along this line 

to support online customers and the through traffic of Tex Mex. For example, traffic 

destined for the Laredo gateway on BNSF as well as UP could be funneled through UP's 

directional operations from Temple to San Antonio and then onto UP's San 

Antonio-Laredo route. Such a rero Jte would immediately remove one to hvo trains per 

day from the substantially more congested and more circuitous route now traveled by 

BNSF to reach Laredo. Customers shipping to and from Mexico would benefit through 

BNSF's use of an at least one hundred mile shorter route with potentially faster, more 

consistent transit times. Additionally, local customers and communities behveen 

Robstown and Algoa would benefit because the elimination of a portion 0/ the through 

30 



traffic on this busy UP route would improve local switch service to online industries by 

increasing the line's capacity without requiring additional investment.-

In addition, KCS' acquisition of a 49% ownership interest in Tex Mex has affected 

BNSF's ability to replace the competition provided by SP at Laredo as an interiine carrier 

with Tex Mex in ways not anticipated at the time of the UP/SP merger. As BNSF 

previously advised the Board in its April 1, 1998 and July 1. 1998 Progress Reports, 

BNSF has conducted extensive negotiations with Tex Mex in an attempt to reach a long-

term agreement that would make a BNSF/T ex Mex routing via Laredo competitive to 

UP's service and price offering. The absence of such an agreement on commercially 

reasonable terms precludes BNSF fi-om offering long-term commitments to shippers and 

is a substantial impediment to BNSF's use of its Mexico-related rights to provide a 

competitive discipline on UP at Laredo as a replacement for SP. Such an agreement 

is also necessary to protect the capital investments BNSF will need to make in order to 

establish a long-term viable competitive alternative to UP for Mexico traffic at that critical 

gateway. 

BNSF's ability to compete for Mexican traffic is also being hindered by UP's 
ownership of the former SP line from San Antonio to Eagle Pass. Congestion has 
required BNSF to enter into a capacity-limiting agreement with UP for traffic moving 
through Eagle Pass. Under that agreement, BNSF must limit its volume to no more than 
150 cars per day through the gateway (with coal and coke traffic exempted). UP is 
limited to a 200-car per day cap (with coal, coke and double stacked intermodal traffic 
exempted). As a result, BNSF has been forced to delay trains and has had to route 
northbound empty cars through the less congested Eagle Pass gateway. In addition, 
capacity constraints at El Paso have seriously degraded BNSF's service via that gateway 
because it has been forced to stage cars bound for Mexico upstream as far back as their 
origin. 
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In a number of instances, BNSF has had to turn away northbound or southbound 

business opportunities for the Laredo gateway because of the level of Tex Mex's 

divisions ofl(?red to BNSF. Also, there have been instances where business solicited and 

secured by BNSF for joint BNSF-Tex Mex routings has been "back solicited" by KCS and 

Tex Mex lo remove BNSF from the routing and substitute KCS. 

BNSF's negotiations with Tey Mex have been unsuccessful.- BNSF believes that 

Tex Mex's ability to cooperate with BNSF may be impeded by an only recently-disclosed 

provision in a December 1995 agreement behveen KCS and Transportacion Maritima 

Mexicana ("TMM"). That provision apparently has limited Tex Mex's ability to accept the 

terms under discussion in the BNSF/Tex Mex negotiations. In BNSF's view, the revenue 

divisions and agreement term that it have proposed in those negotiations would merely 

ensure that customers using a BNSF-Tex Mex routing would have access to rates and 

service competitive in the market with those provided by other carriers, including KCS. 

KCS has, however, interpreted the provision in the KCS-TMM agreement to preclude Tex 

Mex from agreeing to revenue divisions and the agreement term with BNSF that would 

(in KCS' view) undermine the KCS/TMM partnership. Indeed, in a March 16, 1998 letter 

to Chairman Morgan, KCS's counsel suggested that "rather than constantly complaining 

about the 'lack of cooperation' by Tex Mex" in BNSF's efforts to establish a viable, long-

2' Negotiations behveen BNSF and Tex Mex, completed during May, resulted in a 
proposed short-term agreement for interiine pricing to and from the Laredo gateway, 
lex Mex cari unilaterally cancel this agreement during the second year. The short-term 
agreement does nothing to enhance competition in that it does not provide for long-term 
stable pricing structures or service commitments. As a result, BNSF declined to agree 
to the proposed terms, and negotiations have not formally resumed. 
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term competitive presence at Laredo, "BNSF should spend time developing the Eagle 

Pass and Brownsville gatev/ays". Since that letter, KCS has maintained its position that 

BNSF should not be afforded competitive equal access to the Mexican market via Tex 

Mex. As a result of KCS's position and influence on Tex Mex, a long-terni competitive 

BNSF/Tex Mex service offering via Laredo as a replacement to SP is; yet to be 

established. Because of the critical importance of that gateway to shippers in the U.S. 

and Mexico, action needs to be taken to restore the competition that such shippers 

enjoyed before the UP/SP merger, when there was competition at Laredo behveen UP 

and SP-Tex Mex. 

While it was well-known at the time of the UP/SP merger that the government-

owned Mexican rail bystem, FNM, would be privatized, the competition behveen the hvo 

resulting northern privatized regional networks via trackage rights and reciprocal 

switching that had been expected at major common points within Mexico has not 

materialized. Instead, those hvo nehvorks remain closed systems, interiining but not 

competing head-to-head, with many Mexican customers realistically served by only one 

carrier on traffic moving to and from the United States. For instance, I understand that 

Grupo Fe-Toviaria Mexicana ("FXE"), which serves the Eagle Pass gateway on the south 

side of the border, must pay at least $1.50 per k>aded car mile to move cars via trackage 

rights to destinations on TFM. 

This lower-than-expected level of competition in Mexico means that the gateways 

between Mexico and the United States have become increasingly segmented and 

differentiated by the sen/ing Mexican canier to a degree not expected prior to the merger 
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and that it is of increasing importance to shippers which Mexican carrier will carry their 

traffic to/ft'om its destination/origin, and which border crossing interchange will be used. 

In this regard, I understand that, prior to the UP/SP merger, SP had an equalization 

agreement with FNM that made rates from Eagle Pass equal to those from Laredo 

notwithstanding any differences in distances. That agreement has now lapsed, and 

traffic from Eagle Pass which must travel as much as an additional 250 to 300 miles to 

reach destinations in the interior of Mexico cannot be economically priced to compete 

with traffic moving over the Laredo gateway via TFM to the same destinations. 

Accordingly, the importance of providing competition in servicing Laredo north of the 

border for TFM customers has likewise increased, and the Board should act to assure 

that competition to that gateway is vigorous and viable for BNSF as a post-merger 

replacement for SP. 

For all of these reasons, BNSF needs overhead trackage rights behveen San 

Antonio and Laredo to provide effective competition for rail shippers at the Laredo 

gateway as a replacement for SP as anticipated by the Board.- Various shippers have 

- The fact that BNSF interlined traffic with Tex Mex and overall Tex Mex traffic 
through Laredo to Mexico have increased does not contradict BNSF's position that it 
needs overhead trackage rights behveen San Antonio and Laredo to provide effective 
long-term competition as a replacement for SP. The recent volume numbers have been 
significantly impacted by UP's service problems and by UP's embargo for Laredo 
interchange traffic for TFM, not including automobile parts, finished automobiles, and 
intermodal, which was effective March 26, 1998, and canceled April 24, 1998. (Neither 
Tex Mex nor BNSF embargoed Laredo, though BNSF did resort to a "permit system" for 
southbound loads, which was effective March 30, 1998, and canceled on April 7, 1998.) 
The UP embargo occurred during a prolonged period of service disabilities on the UP 
syste.n in south Texas, which led many customers to divert as much traffic as possible 
to alternative carriers, including BNSF, Tex Mex, and water and highway transport. It 
is reasonable to expect that, with cancellation of the UP embargo and improvements in 
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submitted Verified Statements in support of BNSF's request.- In addition, because of 

the restructuring of the Mexican rail system, a carrier must be able to provide effective 

and viable service at all gateways in order to compete in Mexico, and BNSF's inability 

to provide such service at Laredo is hampering its overall ability to replace SP as a 

competitor in the Mexican market. 

In the event the Board determines that such trackage rights should not be 

granted, BNSF requests that Tex Mex be required to provide interiine service to BNSF 

at rates and service levels that are the same or better than those offered by Tex Mex 

to any other interiine carrier. 

E. 

IMPACT OF BNSF'S PROPOSED STRUCTURAL REALIGNMENTS 
ON OTHER CARRIERS' OPERATIONS 

To determine the market impact of overhead trackage rights between San Antonio 

and Laredo,- I asked Richard W. Brown of BNSF's Merchandise Business Unit to make 

an analysis of traffio lhat could be diverted to a new BNSF direct route to Laredo. Once 

Mr. Brown completed his analysis, he provided me with the results. • then looked at the 

UP operations, UP will be in a position to recover business and market share lost during 
the first half of 1998. It is also reasonable to conclude that UP's Laredo business for the 
first six months of 1998 was lower than it would otherwise have been but for these 
service-related reasons. 

- Attached to the /Application at Exhibit 5 are the Verified Statements of: American 
Natural Soda Ash Corporation; Aqua Oceano, S.A. DE C.V.; Degussa Mexico S.A. de 
C.V.; Fimexpo Metales S.A. DE C.V.; Grupo Vitro; National By-Products, Inc.; Roquette 
America Inc.; and Vitromex. 

- None of BNSF's other proposed structural realignments would divert traffic from 
or othenvise adversely impact UP, Tex Mex or any other carrier. 
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results to see if they were consistent with my understanding of the involved markets. 

I have also reviewed Mr. Brown's Verified Statement that is being filed concurrently with 

my statement, and I agree with his conclusions as to possible diversions that could occur 

once BNSF's trackage rights and service were to be fully implemented. 

in his analysis, Mr. Brown concluded that approximately 90% of current BNSF/Tex 

Mex traffic moving to and from Laredo would be diverted to the new BNSF direct route 

to Laredo. Because these are extensions of existing BNSF movements, these diversions 

could occur within the first year of BNSF operations over the new route. That is, based 

on 1997 traffic levels, BNSF could divert approximately 13,297 carioad*: to a new BNSF 

direct route via Laredo during the first year of operation. 

With regard to potential diversions from UP, it is my opinion that a longer period 

of time would be required for such diversions to take place. For example, to handle the 

intermodal traffic identified in the market impact analysis, BNSF would need an 

intennodal facility in the Laredo area. Furthermore, it is unlikely that either Tex Mex or 

UP would make capacity in their existing facilities available to BNSF, and a new facility 

would probably have to be constructed before BNSF would be in a position to compete 

for the intennodal business identified in the analysis. In any event, it is unlikely that any 

substantial diversions of intermodal traffic would occur in the first year or hvo of 

operations under the trackage rights. 

Diversions of other categories of non-intermodal traffic from UP identified in Mr. 

Brown's analysis could occur sooner. I expect that, based on current market conditions, 

BNSF could divert enough business in the first year to support operation of one train per 
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day in each direction over this new route. Additional trains could be added as business 

increases, but i cannot say at this time when sû h increases would be necessary. 

F. 

CONCLUSION 

The structural deficiencies in BNSF's merger condition rights and UP's favoritism 

to its own trains, particularly in the Houston and Gulf Coast area, have impeded BNSF 

firom offering a reliable, dependable and consistent service in that area. Indeed, unless 

sufficient steps are taken to remedy the Houston area problems, BNSF's ability to 

maintain its current level of competition with UP, let alone the level that shippers deserve 

and expect, on the trackage rights lines will continue to degrade, and shippers will lose 

the benefits of the competitive options the Board anticipated BNSF could and would 

provide in this region. However, BNSF's proposals - designed to divert traffic away from 

Houston and ensure timely and reliable switching in the Houston area and along the Gulf 

Coast ~ would allow BNSF to effectively offer competitive service in the areas in which 

the Board intended BNSF to be a competitive replacement to the former SP. Further, 

BNSF's proposed structural realignments would not significantly impact UP, Tex Mex or 

any other carrier. 
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VERIFICATION 

THE STATE OF TEXAS 

COUNTY OF TARRANT 

Peter J. Rickershauser, being duly swom, deposes and says that he has read the foregoing 

statement and that the contents thereof are true and correct to the best of his knowledge and 

belief. 

Peter J.Tlic Peter J.Tlickershauser 

Subscribed and swom to before me this^^th day of June, 1998. 

SHARON D. BOSSIER 

STATE OF TEXAS 
llyCMm.Ei9.Oe/16/a001 Notary Public 

My Commission expires: 





VERIFIED STATEMENT 
OF 

ERNEST L. HORD 

My name is Ernest L. Hord. I am Vice President, Operations of The Buriington 

Northem and Santa Fe Railway Company ("BNSF") on the UP/SP Lines. My business 

address is 24125 Aldine Westfield Road, Spring, TX 77373. 

I joined BNSF in October 1996. Prior to that time, I was employed by Southern 

Pacific for 31 years and held various positions in tho Operations Department, including 

General Manager and Assistant Vice President Transportation, culminating in my last 

position as Assistant to Executive Vice President-Operations. 

Since joining BNSF, I have taken on responsibility for the start-up and 

implementation of service on the track and territory to which BNSF gained access under 

the Board's Decision No. 44 in Finance Docket No. 32760 (served August 12, 1996). 

In that capacity, I have become familiar with BNSF's, as. well as UP's, operations in 

Texas and the Gulf Coast area. 

The purpose of this statement is to describe BNSF's proposed operations 

designed to remedy the continuing service deficiencies facing shippers in and around 

Houston, south Texas and the Gulf Coast area by shifting traffic away from Houston and 

off of the highly congested UP Gulf Coast lines onto less congested lines as well as by 

improving the efficiency of switching services and improving dispatching over the lines 

on which both UP and BNSF operate. 



I. NATURE OF PROBLEM 

As a result of certain structural deficiencies in the rights BNSF received in the 

UP/SP merger proceeding and UP's practice of favoring itself when congestion and other 

service problems occur, BNSF is unable to provide reliable, dependable and consistent 

service to shippers in and around Houston and the Gulf Coast area. In many cases, 

BNSF s trains are still being delayed. I fully anticipate that, without some changes to 

cun-ent structure of BNSF's rights and UP's operating practices, the problems that have 

prevented BNSF from offering fully competitive service to shippers in Houston, south 

Texas and the Gulf Coast area will continue and periodically reoccur. 

In order to address these problems, BNSF is proposing a series of structural 

realignments to its trackage rights. The first set of proposals are primarily designed to 

route traffic away from Houston and other highly-congested UP lines in south Texas and 

to othenvise modify BNSF's rights and UP's operating practices. Imposition of these 

realignments would provide shippers with the effective competition that the Board 

originally envisioned in Decision No. 44. The remaining proposal is intended to restore 

the pre-merger competitive situation at the Laredo, TX gateway to Mexico. 

II. PROPOSED OPERATIONS TO ENSURE COMPETITIVE SERVICE 

BNSF proposes that the Board require the following: 

1) Grant BNSF permanent bidirectional overhead trackage rights on UP's 
Caldwell-Flatonia-San Antonio and Caldwell-Flatonia-Placedo lines; 

2) Allow BNSF to operate via trackage rights over both the UP line and the 
SP line behveen Hariingen and Brownsville, TX (until such time that UP 
constmcts a connection behveen the UP and SP lines at Brownsville) and 
BRGI to act as BNSF's agent for such service; 



3) Grant BNSF overhead trackage rights on the UP Taylor-Milano line; 

4) Order neutral switching supervision on the former SP Baytown and Cedar 
Bayou Branches and on the former SP Sabine and Chaison Branches 
serving the Beaumont and Port Arthur, TX area. The neutral switching 
supervisor would be selected by the parties, unless they were unable to 
agree, in which event the neutral switching supervisor would be selected 
by an arbitrator; 

5) Order PTRA operation of the UP Clinton Branch in Houston: 

6) Grant BNSF overhead trackage rights to enable BNSF, should it determine 
to do so, to join the directioral operations over any UP lines where UP 
commences directional operations and where BNSF has trackage rights 
over one, but not both, lines involved in the UP directional flows, including, 
specifically, over the Fort Worth to Dallas, TX line (via Ariington); 

7) Grant BNSF trackage rights on additional UP lines in the Houston terminal 
area for BNSF to operate over any available clear routes through the 
terminal as determined and managed by the Spring Consolidated 
Dispatching Center ("Spring Center"), including the SP route between West 
Junction and Tower 26 via Chaney Junction; 

8) Order the coordinated dispatching of operations over the UP and SP routes 
between Houston and Longview, TX and Houston and Shreveport, LA by 
tt.e Spring Center; and 

9) Grant BNSF overhead trackage rights on UP's San Antonio-Laredo line. 

As I describe below, these structural realignments will provide shippers with 

reliable, dependable and consistent service in H:;û ĉ<i and along the Gulf Coast. In my 

view, each of the pro(: osalR is operationally feasible and will result in operational 

efficiencies and savings. Further, the proposals will not result in any abandonments or 

discontinuances, and none of the proposals will interfere with the operations of UP, Tex 

Mex or another carrier. 



A. Trackage Rights On Caldwell-Flatonla>San Antonio and Caldwell-
Flatonia-Placedo Lines 

Caldwell-Flatonia-San Antonio 

1. Current and Planned Operations. As a condition of the UP/SP merger, 

BNSF gained pemianent trackage rights over the UP Temple-Smithville-San Antonio line 

in order to allow BNSF to offer shippers competitive service in the San Antonio market 

and for shipments via Eagle Pass to and from Mexico.- However, congestion on the UP 

iine behveen San Marcos and San Antonio near New Braunfels has prevented BNSF 

from being able to provide that service.^' Additionally, BNSF has been unable to move 

cars weighing over 268,000 Ibb. on the Temple to San Marcos line via Smithville, 

although the Caldwell-Flatonia-San Antonio trackage rights this routing replaced did not 

have a 268,000 Ibs. restriction. Accordingly, BNSF currently is operating over 

temporary overhead trackage rights on the former SP line fc>ehveen Caldwell-FIatonia-San 

Antonio, with a weight restriction of 268,000 Ibs. Both the Temple-Smithville-San 

Antonio line and the Caldweil-Flatonia-San Antonio line are depicted on Map 1 attached 

hereto. The temporary trackage rights have afforded BNSF the operational flexibility to 

avoid the congestion on the UP line by routing traffic over the Caldwell-Flatonia-San 

- These trackage rights were negotiated by UP, on the premise of allowing BNSF 
to operate over a shorter route behveen Temple and San Antonio, to replace trackage 
rights BNSF received frr m SP from Caldwell to Flatonia to San Antonio to serve Eagle 
Pass, TX, as pan ot DNSF's settlement with SP that preceded the BN/Santa Fe merger. 

- Indeed, UP itself i-as acknowledged that its line north of San Antonio line is 
"possibly the mcst congested segment of the railroad." See Union Pacific Report on 
Houston and Gulf Codst Infrastructure, Ex Parte No. 573, pp. 42-43 (filed May 1, 1998). 



Antonio line. These rights, however, are temporary and can be canceled on fifteen days' 

notice. 

The UP line behveen San Marcos and San Antonio is part of UP's main line route 

to Laredo. The Flatonia-San Antonio segment of the former SP line is part of SP's 

Sunset route to Houston. These are two of the busiest, most congested routes on the 

UP system. In order to ensure that BNSF has the operational flexibility necessary to 

offer fully competitive service to Temple-San Antonio shippers and Mexican shippers, 

BNSF proposes that its temporary overhead rights over the Caldwell-Flatonia-San 

Antonio line from MP 30.8 at Caldwell to MP 219.1 at Heafer Junction be made 

permanent and that it retain its rights over the Temple-Smithville-San Antonio line. This 

alternative access will benefit San Antonio area shippers, Mexico shippers, the CPSB 

Elmendorf Generating Station, and the LCRA Halsted Generating Station. BNSF would 

also need to retain access to the Temple-Smithville-San Antonio line, as access to this 

line is necessary in order for BNSF tc interchange with Longhorn Railroad at Elgin. 

If its trackage rights on the Caldwell-Flatonia-San Antonio line were made 

permanent, BNSF anticipates that it would continue to use the line to move general 

merchandise, automotive, grain and other agricultural traffic. BNSF would use the 

Temple-Smithville-San Antonio line to move unit coal trains to the CPSB Elmendorf 

Generating Station and the LCRA Halsted Generating Station as well as for operational 

flexibility. ' 

In its May 1,1998 "Report On Houston and Gulf Coast Infrastructure" filed in the 

Ex Parte No. 573 and Service Order No. 1518 proceedings (hereinafter referred to as 



"Infrastmcture Report"), UP indicated its iriient to upgrade the line north of San Antonio. 

Specifically, UP proposes to reconstmct 17 miles ofthe former MKT main line in the New 

Braunfels area to provide a double track. Installation of this double track - assuming 

that it is installed as UP has proposed at some undetermined time in the future ~ may 

address some of the congestion problems along the line, thus providing shippers with 

effective competitive options; however, BNSF would still need the flexibility to avoid 

congestion on the Temple-Smithville-San Antonio line by opting to handle San Antonio 

shipments over the Caldwell-Flatonia-San Antonio line. 

2. Train Service. BNSF currently operates an average of one and one-half 

through trains per day in each direction behveen Caldwell-Flatonia-San Antonio, and it 

serves Elgin through local train service from Tempie an average of hvice weekly. This 

level of service would not change if BNSF's proposal that its trackage rights on the 

Caldwell-Flatonia-San Antonio line be made permanent is granted. If BNSF is granted 

trackage rights on UP behveen San Antonio and Laredo, BNSF would add one through 

train per day in each direction between Caldwell-Flatonia and hvo trains per day between 

Flatonia-San Antonio. 

BNSF would continue its use of the same yard in San Antonio. Because BNSF 

is cun-ently operating over the Caldwell-Flatonia-San Antonio line on a temporary basis, 

no change in yard activity other than normal rates of growth is anticipated if BNSF's 

proposal that it:> irackage rights on the Caldwell-Flatonia-San Antonio line be made 

permanent is granted. 



In the event BNSF is granted trackage rights behveen San Antonio and Laredo, 

the additional six trains per day through the yard at San Antonio are not expected to 

result in yard activity in excess of 20 percent above current levels. Indeed, when UP 

completes constmction of the connection behveen the former SP line and the UP line at 

Heafer Junction, BNSF would not move any trains through the yard at San Antonio. 

3, Implementation. BNSF would install a crew district behveen Victoria and 

Corpus Christi. Crews would operate behveen Temple and Victoria, and Victoria and 

Corpus Christi. Because BNSF would continue to operate in the same manner that it 

is presently operating over its temporary rights, no connections or constmction projects 

are necessary, and BNSF does not anticipate any changes in equipment utilization. 

4. Impacts. There are no local commuter operations on the Cr^ldwell-

Flatonia-San Antonio line, and thus the trackage rights would have no impact on 

commuter operations. Amtrak operates six trains per week over the Flatonia-San 

Antonio line. BNSF does not anticipate that its operations would have any impact on 

Amtrak's operations. 

Caldwell-Flatonia-Placedo 

1. Current and Planned Operations. BNSF has temporary overhead 

trackage rights over the former SP Caldwell-Flatonia-Placedo line from MP 30.8 at 

Caldwell in UP's Ennis Subdivision to MP 14.2 at Placedo in UP's Victoria Subdivision. 

This line is depicted on Map 1 attached hereto. These rights allow BNSF to route its 

southbound traffic away from the congestion in and around Houston and on the Algoa 

route, thereby improving the transit times for traffic destined for Corpus Christi and 





Laredo. BNSF's northbound traffic continues .r.ove over the Algoa route. BNSFs 

trackage rights over the Caldwell-Flatonia-Placedo line are temporary, and extend only 

as long as UP operates directionally between Houston, Flatonia and Placedo. UP can 

cancel the temporary trackage rights on thirty days' notice. Thus, absent the requested 

condition, if UP ceases its directional operations. BNSF will have to move its Corpus 

Christi and Laredo southbound traffic back to the Algoa route. This would only serve to 

increase congestion in Houston and along the Gulf Coast. 

BNSF therefore requests that its temporary overhead rights be made permanent 

so that BNSF has the option of bidirectional operations over the Caldwell-Flatonia-

Placedo line if UP discontinues directional operations in this corridor in order to avoid the 

congestion on the Algoa route and to enable it to offer more fully competitive service to 

its south Texas and Mexico customers. 

BNSF anticipates that, if its request is granted, it would continue to use the 

Caldwell-Flatonia-Placedo line to move unit trains (primarily grain) as well at general 

merchandise and other carioad traffic. 

2. Train Service. BNSF currently operates one train per day southbound 

between Caldwell-Flatonia-Placedo, and its northbound trains operate over the Algoa 

route. No change in this service is anticipated if BNSF's rights over the Caldwell-

Flatonia-Placedo line are made permanent. If, however, BNSF is granted trackage rights 

on UP behveen San Antonio and Laredo, BNSF would shift a majority of the traffic that 

is currently handled over the Caldwell-Flatonia-Placedo route for interchange with the 

Tex Mex to UP's San Antonio to Laredo route. This would rruuce BNSF's operations 
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on the Caldwell-Flatonia-Placedo route to one train per day six days per week. 

Northbound trains would continue to operate over the Algoa route. 

BNSF would continue to use the terminal facilities at Corpus Christi. Because 

BNSF is currently operating over the Caldwell-Flatonia-Placedo line on a temporary 

basis, no increaoe in yard activity beyond normal rates of growth is expected. 

3. Implementation. BNSF would maintain the crew districts currently used 

for the Caldwell-Flatonia-Placedo line. Additionally, because BNSF would continue to 

operate in the same manner that it is presently operating over its temporary rights, no 

connections or construction projects are necessary, and BNSF does not anticipate any 

changes in equipment utilization. 

4. Impacts. There are no local commuter operations or Amtrak operations 

on the Caldwell-Flatonia-Placedo line, and thus the trackage rights would have no impact 

on passenger rail operations. 

B. BNSF Tracxage Rights Over Both the UP Line and the SP Line from 
Harlingen to Brownsville 

1. Current and Planned Operations. As a condition of the UP/SP merger, 

BNSF received access to Brownsville, TX (a "2-to-r point), TFM at Matamoros, and the 

Brownsville & Rio Grande International Railroad ("BRGI") (a "2-to-r shortline) via 

tracKage rights over the UP line behveen Robstown and Brownsville. Currently, BNSF 

traffic destined for Brownsville is delivered to UP at either Flatonia (unit trains) or 

Houston (other traffic) for haulage to Brownsville. UP's haulage operations have been 

erratic and untimely and have not allowed BNSF to provide customers with a viable 

competitive alternative to UP. 
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BNSF could eliminate this haulage by operating over its trackage rights to 

Brownsville. If UP completed the construction of a connection behveen the UP line and 

the SP line at Brownsville that it has promised, BNSF would be able to use its trackage 

rights to offer competitive service to both the Mexico and Brownsville markets. Until this 

connection is completed, however, BNSF would be required to operate over downtown 

city streets in order to serve Brownsville shippers and the Port of Brownsville if it elects 

to use its trackage rights on UP's line. 

BNSF could instead provide direct service to shippers in Brownsville and the Port 

of Brownsville by operating over the SP Hariingen-Brownsville route.̂  However, if BNSF 

used this route - and not the UP route - t̂ would have to take Mexico-bound trains iVom 

Hariingen into downtown Brownsville and then move these trains through downtown 

Brownsville to reach the UP tracks for inierchange to Mexico. Map 2 depicting both the 

UP and SP lines from Hariingen to Brownsville is attached hereto. Map 3 depicting the 

Brownsville area is also attached hereto. 

UP has stated that it would allow BNSF to operate over the SP line from Hariingen 

to Brownsville instead of the UP line during the period of Emergency Service Order No. 

1518 (Le,, until August 2.1998), but UP has refused to allow BNSF to operate over both 

the UP and the SP lines to Brownsville. 

- It is my understanding lhat Brownsville, the Port of Brownsville and SP agreed 
that SP would remove its track that runs through downtown Brownsville. In the event 
that this is done, BNSF would need trackage rights over the SP line in order to access 
Brownsville and the Port of Brownsville, as it would be impossible for BNSF to access 
Brownsville from its trackage rights over the UP line. 
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In order to allow BNSF to directly serve the Mexico and Brownsville markets in 

an efficient manner, BNSF requests that il be permitted to retain its current trackage 

rights over the UP line and be granted temporary trackage rights, under the 

compensation terms and other conditions set forth in the BNSF Settlement Agreement, 

over the SP line from MP 172.6 to MP 205.2 at Brownsville. Additionally, BNSF would 

use BRGI as its agent for all traffic moving south of Hariingen, and BRGI has indicated 

that it is willing to do so and has the support of numerous shippers located in and 

around the Port of Brownsville. See Verified Statement of Lorenzo E. Cantu, President 

and Chief Operating Officer of BRGI, and Shippers' Petition attached to the Application 

at Exhibit 5. Traffic would be interchanged with BRGI at the Hariingen Yard and carried 

by BRGI to Brownsville, the Port of Brownsville and Mexico. BNSF would move all unit 

trains of Mexico traffic over the UP line from Hariingen to Brownsville. BNSF would use 

the SP line to move Brownsville and Port of Brownsville traffic, consisting primarily of 

other export traffic and general merchandise and other carioad traffic. 

Trackage rights over the SP line would only be necessary until UP completes 

constmction of the connection from the UP line to the SP line north of Brownsville. Once 

this connection is complete, BNSF could use its trackage rights over the UP line to 

access the connection for traffic destined for Brownsville and the Port of Brownsville. 

2. Train Service. BNSF would operate hvo unit trains per week over the UP 

line from Hariingen to Brownsville for interchange at Mexico. BNSF would interchange 

four trains per week with BRGI for service over the SP line to Brownsville and the Port 

of Brownsville. BRGI would also handle single cars of Mexican export traffic over the 

11 



SP line for BNSF. BNSF would continue to use UP's yard at Hariingen for handling unit 

trains. BNSF would deliver other traffic directly to BRGI at the former SP yard at 

Hariingen. BNSF does not anticipate that yard activity would increase more than 20% 

over ils present levels. 

3. Implementation. If approved by the Board, BRGI would serve as BNSF's 

agent at Brownsville. BRGI would use its crews to operate BNSF's trains, using BNSF's 

power. In addition to the implementation discussed herein, I have read Mr. Cantu's 

Verified Statement and believe that the operations described to be carried out by BRGI 

are feasible. 

4. Impacts. There are no local commuter operations or Amtrak operations 

on either the UP or SP lines fi'om Hariingen to Brownsville, and thus the trackage rights 

would have no impact on passenger rail operations. 

0. BNSF Trackage Rights On UP's Taylor-Milano Line 

1. Current and Planned Operations. BNSF received trackage rights in the 

UP/SP merger proceeding over the UP line behveen Kerr/Round Rock and Temple, TX 

(via Taylor) to handle shipments for Texas Crushed Stone and other customers at 

Kerr/Round Rock, TX served by the Georgetown Railroad, a "2-to-l" shortline. Prior to 

June 16, 1998, BNSF moved all of the Georgetown Railroad traffic over UP's Houston 

Subdivision behveen Temple and Taylor. On June 16, 1998, in order to avoid heavy 

congestion on the Temple to Taylor route which had caused considerable delays in 

BNSF's service to and from Texas Crushed Stone and other Georgetown Railroad 

shippers, BNSF began routing the Georgetown Railroad traffic that was destined for 
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Houston via its Taylor-Smithville-Sealy trackage rights.- BNSF has also encountered 

serious congestion on the Taylor-Smithville-Sealy route. 

BNSF could avoid the congested and circuitous Temple-Taylor and Taylor-

Smithville-Sealy routes that it currently uses for handling Texas Crushed Stone's 

shipments if it was granted trackage rights, under the compensation terms and other 

conditions set forth in the BNSF Settlement Agreement, over the Taylor-Milano line from 

MP 109.90 at Milano to MP 144.4 at Taylor. The Temple-Taylor line, the Taylor-

Smithvillc-Sealy line, and the Taylor-Milano line are depicted on Map 4 attached hereto. 

By moving the Texas Crushed Stone shipments over this route, congestion on the 

Temple-Taylor and Taylor-Smithville-Sealy line would be reduced, and UP itself would 

benefit from less congestion on the line. 

In addition to diverting traffic away from heavily congested UP lines, these 

trackage rights would allow BNSF to access its lines more directly than its present 

circuitous route. Indeed, the Taylor-Milano route involves 3.5 miles less of UP trackage 

rights than the Temple-Taylor route, and 81.8 miles less of UP trackage rights than the 

Taylor-Smithville-Sealy route. 

2. Train Service. BNSF plans to operate 12 trains per week from Texas 

Crushed Stone over the Taylor-Milano line. 

BNSF does not anticipate any change in yard activity in Taylor or Milano as a 

result of the granting of trackage rights on UP's Taylor-Milano line. 

- Georgetown Railroad traffic that was destined for east Texas has continued to 
move via Temple and Taylor. 
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3. Implementation. In order to use the Taylor-Milano line, BNSF would 

reinstall a former connection on an existing right-of-way in the southwest quadrant of 

Milano that would connect the BNSF line at MP 174.89 with the UP line at MP 109.90.̂  

BNSF would use the existing crew districts that handled the Temple-Taylor and 

Taylor-Smithville-Sealy line. 

4. Impacts. There are no local commuter operations or Amtrak operations 

on the Taylor-Milano line, and thus the trackage rights would have no impact on 

passenger rail operations. 

D. Neutral Switching Supervision Of The Baytown/Cedar Bayou Branches 
and the Sabine/Chaison Branches 

1. Current and Planned Operations. Presently, BNSF interchanges cars 

with UP for Baytown Branch and Cedar Bayou Branch customers at Houston for 

movements to the branches and at Dayton for movements from the branches. Map 5 

depicting the Baytown and Cedar Bayou Branches is attached hereto. UP provides local 

switch service via haulage between BNSF and most of its customers on these branches. 

UP's perfomnance of ils switching functions on the Baytown and Cedar Bayou Branches 

has been unacceptable, and Baytown Branch and Cedar Bayou Branch shipments 

moving via haulage on the UP are often delayed. 

The UP/SP merger settlement conditions permit BNSF to switch Baytown Branch 

and Cedar Bayou Branch customers accessible to it directly. However, a number of 

- If the Board grants BNSF the requested trackage rights, BNSF will seek from the 
Board any appropriate authority to construct the connection. 
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factors prevent BNSF fiom offering direct switching services to many of the branches' 

customers. 

First, and most important, most Baytown Branch and Cedar Bayou Branch 

customers cannot logistically handle hvo switching carri3rs in their facilities. On 

Febmary 6, 1998, BNSF notified UP that it intended to begin performing switching on the 

Baytown Branch. Since that time, BNSF has approached a number of shippers on the 

branches to request that it be allowed access to their facilities to perform switching. 

Most of these shippers do not believe il is feasible to have two carriers switching their 

facilities. Further, both the shippers and BNSF would prefer to limit the number of 

switches performed at the facilities. To date, BNSF has only begun switching one facility 

on the Baytown Branch. Second, it would be difficult for BNSF to exercise its option to 

switch Baytown Branch and Cedar Bayou Branch customers because the Baytown and 

Cedar Bayou Branches are heavily congested with existing UP operations. Adding more 

trains on these branches would cause increased congestion. 

Finally, UP's recent unilateral decision to institute a directional flow on the 

Baytown Branch effectively destroyed BNSF's ability to exercise its right to switch 

Baytown Branch customers. Indeed, it would be extremely difficult for BNSF to go 

against the flow of UP traffic in order tc perform switching on the Baytown Branch over 

its existing trackage rights. 

Because most Baytown Branch and Cedar Bayou Branch shippers do not want 

two carriers switching their facilities, and because congestion and UP's directional 

operations would make it difficult for BNSF to perform switching, BNSF m,u3t rely on UP 
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haulage in order to service most Baytown shippers. However, because of the 

unacceptable delays of UP haulage, BNSF cannot provide competitive service to most 

Baytown Branch and Cedar Bayou Branch shippers. 

BNSF therefore requests that a neutral party to be installed to supervise the 

switching on the Baytown and Cedar Bayou Branches. Under BNSF's proposal a 

neutral party would dispatch UP and BNSF trains pursuant to the dispatching protocol 

established under the CMA agreement. 

Neutral switching would provide both UP and BNSF with a "level playing field" to 

serve customers on this line, thereby resulting in service improvements for both UP and 

BNSF. This would benefit all Baytown Branch and Cedar Bayou Branch customers. 

In its Infrastructure Report, UP indicated that it intends to spend $24.7 million 

installing double track from MP 0.2 to MP 10.6 along the Baytown Branch. As indicated, 

however, customers along the Baytown Branch are not receptive to the prospect of using 

hvo switchers. Therefore, although the installation of double track would make it easier 

for BNSF to perform switching functions, it would not necessarily enhance BNSF's ability 

to offer competitive service to shippers along the Baytown Branch. 

As a result of the Term Sheet Agreement entered into by BNSF and UP on 

Febmary 12,1998, BNSF has trackage rights over UP's Sabine and Chaison Branches. 

Map 6 depicting these branches is attached hereto. Although BNSF currently does not 

handle any traffic on these branches, it has marinating plans for generating traffic on the 

branches. Just like the situation on the Baytown and Cedar Bayou Branches, most 

Sabine Branch and Chaison Branch customers cannot logistically handle hvo switching 
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carriers in their facilities. Further, the shippers, BNSF and UP would all benefit from 

limiting the number of switches performed at the facilities. Accordingly, neutral switching 

should be ordered on the Sabine and Chaison Branches as well as the Baytown and 

Cedar Bayou Branches. 

2. Implementation. The neutral switchers would have supervisory 

responsibilities only. The neutral switchers would use UP and BNSF employees, and 

seniority for those employees would be protected. 

BNSF does not anticipate that yard activity would increase by more than 20% over 

its present levels. 

3. Impacts. There are no local commuter operations or Amtrak operations 

on the Baytown and Cedar Bayou Branches or the Sabine and Chaison Branches, and 

thus installation of a neutral switcher would have no impaci cn passenger rail operations. 

E. PTRA Operation of The UP Clinton Branch In Houston 

1. Current and Planned Operations. The Clinton Branch is an isolated part 

of the UP system in Houston that BNSF must use to service the Houston Public 

Elevator. Map 7 depicting the Clinton Branch is attached hereto. In order to service the 

Houston Public Elevator, BNSF delivers cars to UP's Basin siding on the Clinton Branch. 

UP then delivers these cars to the Houston Public Elevator. BNSF has been unable to 

provide timely, reliable and competitive service to the Houston Public Elevator under the 

current arrangement. 

The Clinton Branch is paralleled by tracks and yards of the PTRA, and the PTRA 

is in the best position to regulate the flows of Iraffic on this branch. PTRA will be able 
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to more efficiently operate the Clinton Branch, thereby providing Port of Houston 

shippers and local grain companies with more competitive service. 

In its Infrastructure Report, UP stated that it intends to spend $2.8 million 

constructing 2,000 ft. sidings on the Clinton Branch. The constmction of these sidings 

will not address BNSF's inability to provide efficient and competitive service to the 

Houston Public Elevator as the sidings could, at most, handle one grain train for the 

Houston Public Elevator. Further, even if the additional sidings were designed to handle 

the Houston Public Elevator trains, UP has yet to complete its plans regarding 

construction of the sidings. Indeed, in its Infrastructure Report, UP noted that the 

"location of the project remains undetermined." Infrastructure Report at 21. 

2. Implementation. BNSF does not anticipate that yard activity would 

increase by more than 20% over its present levels. 

3. Impacts. There are no local commuter operations or Amtrak operations 

on the Clinton Branch, and thus installation of a neutral operator would have no impact 

on passenger rail operaiions. 

F. BNSF Trackage Rights Over Any Lines Over Which UP Commences 
Directional Operations 

1. Current and Planned Operations. BNSF has been adversely impacted 

by UP's decision to initiate directional operations on a number of lines, and BNSF's 

subsequent inability to secure trackage rights over portions of UP's directional routes. 

In these cases, BNSF trains are forcei. >o either run "against the flow" of UP on the 

trackage rights lines or reroute trains over other heavily congested lines. 
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For example, as depicted on Map 8 attached hereto, BNSF has trackage rights 

over the former SP line from Waxahachie to Fort Worth.- However, UP plans to 

commence northbound directional running on this line, thereby making it difficult for 

BNSF to run souihbound traffic over its trackage rights line from Waxahachie to Fort 

Worth. As a result, BNSF will be required to move southbound traffic from UP's Fort 

Worth Subdivision over the DART commuter rail route from Fort Worth to Dallas. The 

traffic would then be carried from Dallas to Waxahachie over the line that BNSF 

purchased pursuant to the BNSF Settlement Agreement. 

Because BNSF would be handling this traffic over the DART line, it will be subject 

to commuter train windows. This would limit BNSF's operations southbound from Fort 

Worth and would prevent BNSF from being able to offer competitive service for traffic 

moving southbound from Fort Worth. In order to allow BNSF to offer competitive service 

for Iraffic moving southbound from Fort Worth, BNSF requests that, in the event UP 

begins directional operations between Fort Worth and Waxahachie, UP grant it trackage 

rights, under the compensation terms and other conditions set forth in the BNSF 

Settlement Agreement, over UP's Fort Worth lo Dallas #1 and #2 main tracks from MP 

245.7 at Tower 55 at Ft. Worth to MP B215.21 at Forest Avenue at Dallas. 

- I discuss the Ft. Worth to Waxahachie line as an example of instances where UP 
has begun or plans to begin directional operations and BNSF has been unable to secure 
trackage rights over a bidirectional route. Other examples of lines over which BNSF 
needs the option and ability to operate over alternative routes because UP has begun 
or may soon begin directional operations include UP's routes behveen Taylor and San 
Antonio, TX via Ajax, and on the Baytown Branch behveen Houston and Baytown. 
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Additionally, BNSF requires trackage rights on all lines where UP has begun or 

plans to begin directional operaiions to handle traffic that othenvise would have been 

earned bi-directionally over the lines over which BNSF has trackage rights. Further, UP 

should be required in the future to provide BNSF with advance notice of its intent to 

implement directional operations on BNSF's trackage rights lines, to seek BNSF's 

concurrence in revised operations, and to provide BNSF with the alternative to join the 

directional flow with the appropriate trackage rights. If the parties are unable to agree 

upon a mutually acceptable plan for such operations, the issue could be submitted to 

arbitration or resolved by the Board. 

G. BNSF Additional Trackage Rights on UP/SP Lines in the Houston 
Terminal Area for BNSF to Operate over Any Available Clear Routes 
Through the Terminal as Determined and Managed by the Spring 
Consolidated Dispatching Center, Including, but Not Limited To, the 
Former SP Route Between West Junction and Tower 26 Via Chaney 
Junction. 

1. Current and Planned Operations. Presently, BNSF handles significant 

volumes of Iraffic over its trackage rights which must move through the highly-congested 

Houston terminal area via either UP's East Belt or West Belt line. Because of the 

congestion on these lines. BNSF has often been unable lo offer competitive, timely and 

reiiable service to shippers. UP will not permit BNSF to use alternate routes, even 

though they are available, unless prior trackage rights agreements are in place with 

respect to those routes. 

For example, BNSF could avoid routing a considerable amount of traffic through 

the Houston terminal area if it had unrestricted access to the former SP line behveen 

Rosenberg and Englewood via West Junction, Chaney Junction, and Tower 26. 
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Pursuant to a 1981 Supplement to a 1920 Agreement behveen the former ATSF and the 

former SP, BNSF has trackage rights over this line; however, under the terms of the 

Supplemental Agreement, BNSF may only use those trackage rights to handle grain 

traffic. 

BNSF therefore requests that UP be required to amend the 1981 Supplemental 

Agreement to allow BNSF to route any type of traffic over the former SP line behveen 

Rosenberg and Englewood via West Junciion, Chaney Junction, and Tower 26. BNSF 

also requests that it be granted additional trackage rights on UP/SP in the Houston 

Terminal Area to operaie over any available clear route as determined through the 

terminal as determined by the Sprinq Center. Map 9 depicting the Houston Terminal 

Area is attached hereto. These additional trackage rights would allow BNSF the option 

to bypass the West Belt and East Belt lines if congested, thereby offering shippers more 

competitive service. 

2. Implementation. The additional trackage rights would be dispatched by 

the Spring Center. The center would direct BNSF trains over any clear route through 

Houston. 

H. Coordinated Dispatching Of All UP and SP Trackage From Houston 
to Longview and Houston to Shreveport 

I . Current and Planned Operations. Presently, BNSF has trackage rights 

over both the fonner UP line behveen Houston and Longview, TX and the former SP line 

between Houston and Shreveport, LA, as well as access to all "2-to-r shippers, new 

facilities, and "2-to-r shortlines on these lines. Map 10 depicting the lines from Houston 

to Longview and Houston lo Shreveport is attached hereto. While congestion on these 
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lines has continued to sporadica<lv increase and decrease, the fact that the dispatch 

functions for these lines are not within the jurisdiction of the Spring Center makes it more 

difficult for BNSF and UP to coordinate the arrival of trains into Houston from Shreveport 

(the southbound directional flow line shared by BNSF and UP) to mesh with delivery 

opportunities into the East Bell and the West Belt and onto the PTRA. This also impacts 

the timely relief of crews upon expiration of their hours of service. 

On the northbound side, from Houston to Longview, the lack of coordination 

between the Spring Center and UP's Harriman Cenler in Omaha, which dispatches the 

Houston to Longview line, has negatively impacted BNSF's ability to provide timely 

arrivals and departures for trains into and out of Longview. In order to address this 

problem, thereby improving service for shippers and relieving congestion in the Houston 

terminal area, BNSF requests that the Board require that both the UP and SP line 

dispatching functions behveen Houston and Longview and Houston and Shreveport be 

relocated to and coordinated at tne Spring Cenler. 

I. Trackage Rights On UP's San Anto Jo-Laredo Line 

1. Current and Planned Operations. As a condition of the UP/SP merger, 

BNSF received permanent trackage rights over a UP route to Tex Mex and the Laredo 

gateway via Algoa, Corpus Christi and Robstown.- In order to allow BNSF to 

permanently bypass Houston and avoid the congestion on the Robstown-Placedo-Algoa 

- Presently, in order to accommodate UP's directional running, BNSF serves the 
Laredo gateway via temporary trackage rights on the Caldwell-Flatonia-Placedo line for 
southbound traffic. BNSF is operaiing northbound behveen Placedo and Algoa, TX. 
Additionally, BNSF is serving Brownsville and Harlingen via UP haulage via Houston and 
Corpus Christi/Flalonia. 
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line, BNSF proposes that it be granted trackage rights on UP's line behveen MP 264.3 

at South San Antonio and MP 412.51 at Laredo, under the compensation terms and 

other conditions set forth in the BNSF Settlement Agreement in the UP/SP merger 

proceeding. Both the Algoa route and the San Antonio to Laredo line are depicted on 

Map 11 attached hereto. This would reroute BNSF's existing trackage rights trains from 

the existing route through Algoa to the route from San Antonio-Laredo. UP would retain 

dispatching control for these movements. 

Rerouting BNSF Laredo traffic to a more direct route between San Antonio and 

Laredo would take one train per day each way off of the Algoa route. 

In its May 1,1998 Infrastructure Report, UP has discussed a number of projects 

lhat are designed to decrease congestion along the Algoa route such as the installation 

of double track near Angleton and the extension of switching track, main line and 

sidings at Bloomington. BNSF submitted its specific concerns about the Infrastructure 

Report lo the Board on June 1,1998.- BNSF is not confident that, even if such projects 

were completed by UP on the Algoa route at an undetermined date in the future, they 

would provide a complete remedy to the congestion that has plagued the routes in and 

- In its Reply, BNSF voiced its concerns about the contingent nature of UP's plans 
including that UP's "planning process is not yet complete", and it has not committed 
itself irrevocably to the capital investments proposed in the Report, has not established 
a time frame for completion of the projects proposed, has not included a detailed costing 
for the dozens of projects involved, and has specifically stated that "the precise timing 
and specifics of some of the projects are likely to change." Infrastructure Report at 2, 
6. In addition, while UP notes that ils Board of Directors has endorsed the plan in 
general, UP still musl seek Board approval of specific projects in the normal capital 
budgeting process. Id. 
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around Houston. BNSF thus needs access to the San Antonio-Laredo line in order to 

ensure competitive service for Laredo traffic. 

2. Train Service. Currently, BNSF averages one and one-half trains per day 

each way to and from Eagle Pass via San Antonio. These trains handle merchandise, 

automotive, coal and grain traffic. If BNSF obtains trackage rights from San Antonio to 

Laredo, BNSF would shift the grain traffic that currently moves via Eagle Pass to the 

Laredo route, thereby reducing the traffic to and from Eagle Pass to one train per day 

each way six days a week. BNSF would also shift a mbjority of the export traffic that it 

interchanges with Tex Mex at Robstown, TX to the Laredo route, thereby reducing 

BNSF's interchange operations with Tex Mex to one train per day six day per week. 

BNSF would then operate hvo to three trains per day each way between San Antonio 

and Laredo. These trains would be composed of the grain traffic rerouted from Eagle 

Pass, the traffic previously routed to Laredo via Tex Mex, and new business. BNSF 

anticipates that its operaiions behveen San Antonio and Laredo would add approximately 

one train each way per ds "iver the bridge at Laredo. 

In order to handle Mexican traffic via Laredo, BNSF would need trackage rights 

over the International Bridge- and the track leading from the bridge at MP 0.00 to the 

UP connection in the vicinity of MP 0.50, as well as designated windows during which 

it could operate over the bridge. Because the International Bridge is used for switching 

and interchanging movements, the transfer, collection or delivery of freight, and assisting 

'̂ The International Bridge is owned by Mexrail, Inc., a wholly-owned subsidiary of 
Transportacion Maritima Mexicana S.A. de CV. ("TMM"), that owns common stock of 
Tex Mex. The International Bridge runs from Laredo, TX to Nuevo Laredo, Mexico. 
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in the performance of the functions of a terminal, BNSF is filing simultaneously a 

separate application seeking terminal trackage rights over the International Bridge. 

BNSF also requests that the Board require UP and Tex Mex collectively to allow BNSF 

equal access to the use of the Intemational Bridge for interchange purposes through the 

establishment of defined operational windows for BNSF's use. Neither UP's nor Tex 

Mex's operations would be substantially impacted if BNSF is authorized to operate as 

requested over the International Bridge. While the International Bridge has been 

congested in recent months, process and infrastructure improvements by Tex Mex, UP 

and TFM currently in place or underway to take functions performed on the bridge to 

other locations should open up operational "windows" for BNSF's use across the Bridge 

without adversely impacting the operations of either Tex Mex or UP. 

Yard activity at San An' )nio and Laredo should not increase by more than 20% 

over cun'ent yard operations (which approximate 24-26 trains per day) as a result of the 

granting of trackage rights on UP's San Antonio-Laredo line. As mentioned above, when 

UP completes constmction of the conneciion behveen the former SP line and the UP line 

al Heafer Junction, Bi'JSF would not move any trains through the yard at San Antonio. 

3. Implementation. BNSF would need to expand its existing crew district at 

San Antonio in order to operate behveen San Antonio and Laredo. The San Antonio 

crew district would handle traffic to and from both Eagle Pass and Laredo. 

BNSF wouid also need track capacity at Laredo. If BNSF obtains trackage rights 

behveen San Antonio and Laredo, BNSF would negotiate with UP to lease UP track in 

or around the Laredo Yard in order to interchange Mexican traffic. If BNSF is unable to 
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negotiate the lease of track with UP, BNSF would seek to purchase land on which it 

would construct such track. BNSF would agree to pay its share of any other capacity 

Improvements that may be needed for its proposed trackage rights operations. 

4. Impacts. There are no local commuter operations or Amtrak operations 

on the San Antonio to Laredo line, and thus the trackage rights would have no impact 

on passenger rail operations. 

IV. SUMMARY 

This Verified Statement describes proposed BNSF train operations designed to 

provide shippers with reliable, dependable and consistent service in Houston, South 

Texas and the Gulf Coast area. Based upon my experience and the research I 

performed in preparing this statement, I believe that the proposed services and 

operations are feasible and realistic and that BNSF is fully capable of providing them. 

It also is my view that BNSF's proposed services and operations would restore timely 

and reliable service to shippers and significantly reduce congestion on the UP lines in 

and around Houston. Finally, the proposed operations will not interfere with the 

operations of UP, Tex Mex or any other carrier. 
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VERIFICATION 

THE STATE OF TEXAS ) 

COUNTY OF TARRANT ) 

^BB 
Ernest L. Hord, being duly swom, deposes and says that he has read the foregoing statement 

and that the contents thereof are true and correct to the best of his knowledge and belief. 

Emest L. Hord 

Subscribed and swom Ijefore me on this o<^raa\ o f L M H i , 1998 

Jotary 

My Commission expires: 

^^fJayof^^#( ,̂ 

flotary Rubnc 

BETTY REINERT 

8TATC OF TEXAS 
M|r0Mm.E]9O«/1S/aOO1 
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BEFORE THE 
SURFACE TRAMSPORTATION BOARD 

HASHINGTON, D.C. 

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

Union P a c i f i c Corp., a l . 
Control and Merger --

Southern P a c i f i c Corp., a l . 

[Houston/Gulf Coast Oversight] 

VERIFIED STATEMENT OF 
LORENZO E. CANTU 

My name i s Lorenzo E. ("Larry") Cantu, and I c.in the 

President and Chief Operating O f f i c e r of the Brownsville & Rio 

Grande I n t e r n a t i o n a l Railroad ("BRGI") based i n Brownsville, 

Texac. My business address i s P.O. Box 3818, Brownsville, TX 

78523-3ei8, t e l . (956) 831-7731. I am submitting t h i s v e r i f i e d 

statement t o express ray support of The BurJington Northern and 

Santa Fe Railway Conpany ("BNSF") i n i t s request to the Board f o r 

cer t a i n a d d i t i o n a l n>rger-related r e l i e f . I understand t h a t , i n 

the above-captioned oversight proceeding, BNSF requests -- (1) 

the r i g h t t o operate over both the former UP and SP main l.ines 

from Harli^ngen south to Brownsville, TX, and (2) the r i g h t t o 

designate BRGI as BH^F't agent f o r a l l service south of 

Harlingen, TX. BNSF's requests - i l l remedy i t s overly l i m i t e d 

competitive presence i n the Brownsville area and w i l l improve 

operations through the Brownsville-Matamoros i n t e r n a t i o n a l 

gateway. 

As the Board i s no doubt w e l l aware, BRGI was an ac t i v e 

p a r t i c i p a n t i n the o r i g i n a l UP-SP aerger proceeding, and has 



remained active i n (1) Board oversight of the UP-SP merger 

implementation i n STB Finance Docket No. 327 60 (Sub-No. 21); (2) 

Ex Parte 57 3, Rail Service i n the Western United States; and (3) 

the recent proceedings i n s t i t u t e d by the Board i n Ex Parte 575, 

Review of Rail Access and Competition Issues. Throughout these 

proceedings, I have vigorously represented the interests of BRGI, 

but I have also been entrusted with communicating to the Board 

the interests of the Brownsville Navigation D i s t r i c t as well as 

the many shippers located at the Port of Brownsville. 

As potential "2-to- l " points, the Port of Brownsville 

and BRGI were to have been accommodated under the settlement 

agreements negotiated between BNSF and the Union Pacific Railroad 

Company ("UP") during the course of the UP-SP merger proceeding. 

As I understand those UP-BNSF agreements, BNSF v/as granted 

trackage rights access to Brownsville, TX, including rights to 

interchange t r a f f i c d i r e c t l y with TFM at Matamoros and BRGI at 

the Port of Brownsville. I t was (and continues to be) important 

to BRGI and i t s customers that they enjoy direct physical access 

to two line-haul carriers to ensure t r u l y effective two-carrier 

competition. To assuage my concerns about the competition BNSF 

woul'^ be able to provide i.ost-merger, I was informed that BNSF 

would i n s t i t u t e trackage rights operations to and from 

Brownsville as soon as i t became practical to do so. 

To t h i s date, BNSF has been unable to convert to 

trackage rights i t s existing haulage rights service to 

Brownsville, which makes our area the only major point where BNSF 



has not i n s t i t u t e d d i r e c t trackage r i g h t s service under i t s 

settlement agreements wit h UP. hs a r e s u l t , BNSF i s wholly 

dependent upon the operations of i t s compecitor (UP) f o r the 

l e v e l of service i t can provide. There '.s l i t t l e doubt i n my 

mind t h a t UP's poor service and UP's continued refusals to convey 

to BNSF those trackage r i g h t s necessary to make e f f e c t i v e use of 

the Brownsville gateway are responsible f o r BNSF's decision not 

to i n s t i t u t e competitive trackage r i g h t s service of any kind t o 

and from the Port of Brownsville. Whether done i n t e n t i o n a l l y or 

not, UP's actions have seriously impeded BNSF's a b i l i t y t o 

est a b l i s h the typ** nf competitive presence i n the Brownsville 

gateway t h a t the merger-related settlement agreements had 

contemplated and that BRGI and i t s shippers had expected. 

I understand t h a t , i n an e f f o r t t o e f f e c t i v e l y serve 

the Brownsville area, BNSF i s requesting t h a t i t be granted the 

r i g h t t o operate over both the former UP and SP main l i n e s south 

of Harlingen, TX. BRGI strongly supports BNSF's request. 

L o g i s t i c a l l y , t h i s trackage r i g h t s req\e(,t makes perfect sense, 

w i l l add a needed l e v e l of operational f l e x i b i l i t y t o che 

equation, and w i l l prove less taxing on yard f a c i l i t i e s and l o c a l 

highways i n downtown Brownsville. As BNSF w i l l show, without 

^ In a d d i t i o n , haulage r i g h t s access t o a p a r t i c u l a r 
market requires f a r less of a service commitment than does 
trackage r i g h t s service. Where BNSF i n s t i t u t e s trackage r i q h t s 
service, i t must also commit personnel, equipment, and othei- such 
c a p i t a l . Therefore, under a trackage r i g h t s operation, BNSF 
would presumably have a higher stake i n seeing i t s operations 
succeed. This i s why BRGI and i t s shippers were anxious i n the 
f i r s t place about having BNSF phy s i c a l l y present i n Brownsville. 



accecs t c both the UP and SP main l i n e s south of Harlingen, BNSF 

w i l l be forced t o "compete" i n Brownsville w i t h "one arm t i e d 

behind i t s back." The trackage r i g h t s BNSF seeks are designed t o 

avoid r o u t i n g c i r c u i t y , rail-highway congestion i n downtown 

Brownsville, and unnecessarily i n e f f i c i e n t (and thus raore c o s t l y ) 

operations i n ar<J through the Brownsville gateway. 

BNSF i s also requesting t h a t the Board perrait i t to 

designate BRGI t o serve as i t s agent f o r a l l r a i l service south 

of Harlingen, TX. Again, BRGI h e a r t i l y supports BNSF's request, 

because i t w i l l not only improve BNSF's competitive presence i n 

Browntville, but i t w i l l also permit f o r a l l r a i l c a r r i e r s 

concerned a more e f f i c i e n t use of the c r i t i c a l Brownsville-

Matamoros i n t e r n a t i o n c 1 gateway. BRGI i s ready, w i l l i n g , and 

able t o serve as BNSF's agenc f o r such service. The Board may 

well wonder why BNSF cannot u n i l a t e r a l l y designate BRGI t o serve 

as i t s agent without :he i n t e r v e n t i o n of the Board. I t turns out 

that the UP-BNSF settlement agreements negotiated during the 

cour.se of the UP-SP merger prr ceeding f o r b i d BNSF from so 

desig.aating BRGI without the consent of UP. BNSF has already 

asked UP to allow i t t o use BRGI as i t s ag' .t south of Harlingen, 

and UP has steadfast]y refused the request, even though from an 

operational perspective such an arrangement would be f a r 

preferable to actual BNSF service sov/th of Harlingen. 

Today, UP ';rains trom Mexico (TFM) must obtain U.S.D.A. 

and U.S. Customs cle.irance t o proceed northward i n t o the U.S. 

i n t e r i o r . To obtain t h i s clearance, UP must hold i t s t r a i n s on 



the s i n g l e - t r a c k l i n e (the "River Lead")in Brownsville t h a t leads 

t o and from the Brownsville-Matamoros I n t e r n a t i o n a l Bridge u n t i l 

a l l inspections are completed. As f a r as 1 am aware (and as UP's 

own statements suggest), UP lacks any other s u i t a b l e f a c i l i t y i n 

the area t o which northbound t r a i n s can be moved pending U.S.D.A 

and customs clearance. I f a northbound t r a i n i s delivered t o UP 

during the evening hours, U.S.D.A. and customs o f f i c i a l s are 

unavailable to handle clearance tasks, and the t r a i n must occupy 

the River Lead f o r several hours u n t i l o f f i c i a l s are avail a b l e 

the next morning. Obviously, when a t r a i n s i t s on the River Leid 

awaiting clearance, no other cross-border t r a f f i c can move, 

unless there i s another suitable point to move the holding 

northbound t r a i n . 

I f BNSF i s permitted t o designate BRGI as i t s agent 

(and assuming t h a t BNSF obtains the r i g h t s t o operate over both 

the UP and SP li n e s south of Harlingen), then BNSF/BRGI w i l l not 

need t o occupy the River Lead any longer than the tima i t takes 

t o p u l l northbound t r a i n s o f f of t h i s trackage. BRGI can move 

northbound t r a i n s d i r e c t l y trom Mexico t o i t s r a i l f f < r i l i t i e s at 

the Port of Brownsville -- the only other secure location at the 

Brownsville-Matamoros internal-ional gateway t h a t i s su i t a b l e f o r 

holding r a i l c a r s pending U.S.D.A. and custoray clearance. I f BNSF 

i s not permitted t o designate BRGI as i t s figent, BNSF (which, 

l i k e UP, lacks operating r i g h t s over BRGI f a c i l i t i e s ) would be 

forced t o hold t r a i n s on the River Lead j u s t as UP does today — 

f u r t h e r exacerbating congestion and delays f o r trans-border 



t r a f f i c . Thus, BRGI operations south of Harlingen could make 

cross-border operations more f l u i d , while BNSF stand alone 

operations would only f u r t h e r congest t h i s c r i t i c a l gateway. 

BRGI had o r i g i n a l l y planned t o i n s t i t u t e d i r e c t Port-

to-TFM service as an emergency measure, and had requested 

operating r i g h t s over UP f o r t h i s purpose i n Ex Parte 573. 

During thar time, I personally discussed BRGI's proposed 

operations with l o c a l U.S.D.A. and customs o f f i c i a l s , a l l of whom 

f u l l y supported the use of the Port of Brownsville f o r r a i l c a r 

clearance purposes. Not only do such o f f i c i a l s continue t o 

support BRGI's operating proposal, but some of them, anxious t o 

see the port f a c i l i t i e s used i n t h i s manner, have since asked me 

when BRGI would begin such operations. I have t o l d them tha t our 

plans depend upon e i t h e r UP acceding t o BNSF's requests or, 

barring t h a t . Board ac t i o n . 

Given the p o t e n t i a l b e n e f i t s t h a t BRGI operations south 

of Harlingen would o f f e r f o r a l l r a i l r o a d operations through r.he 

rirownciville gateway, I can t h i n k of only one reason why UP would 

object t o the BNS?/BRGI agency proposal — BNSF would become an 

e f f e c t i v e competitor where i t i s not today. To me, UP's r e f u s a l 

to permit the proposed agency operation r e f l e c t s i t s desire to 

^ I must point out t h a t t h i s i s exactly the opposite of 
what BRGI and l o c a l shippers were t o l d when UP and BNSF completed 
t h e i r ruerger-related settlement agreements. BNSF was t o serve as 
a "replacement" competitor i n l i g h t of the loss of competitive SP 
service. We expected that UP and BNSF would cooperate f u r t h e r as 
necessary t o ensure th a t each would be able to serve the 
Brownsville area as e f f i c i e n t l y as possible. Instead, UP's 
apparent sense of cooperation i s t o wholly dominate operations i n 
and around t n t biov/nsville gateway. 



c o n t r o l a market and an i n t e r n a t i o n a l gateway t h a t i t had 

o r i g i n a l l y promi'ied to open to d i r e c t SNSF competiti.on. 

A d d i t i o n a l l y , UI 's e f f o r t s to r e s t r i c t any other c a r r i e r ' s 

operations i n Brownsville i s con t r a r j t o the Board's stated 

p o l i c y objectives of promoting NAFTA-related i n t e r n a t i o n a l trade 

and f o s t e r i n g effi-riency at i n t e r n a t i o n a l r a i l r o a d interolanges. 

I t seems clear to me that UP's re f u s a l to negotiate w i t h BNSF and 

BRGI on t h i s matter i s foolhardy and manifestly counter

productive. UP should be (but i s not) discussing w i t h BNSF and 

BRGI any arrangements that could improve service and reduce 

congestion through t h i s corner of the Texas Gulf Coast. 

As I had expected, BRGI i.9 not alone i n supporting 

BNSF's e f f o r t s t o secure i t s compotitive presence i n anc around 

Brownsville. Very nearly every shipper located at the Fort of 

Brownsville supports BNSF's request f o r a d d i t i o n a l conditions, 

In f a c t , I am attaching to my v e r i f i e d statement a p e t i t i o n 

signed by no less than twenty port shippers supporting BNSF's 

request f o r Brownsville area r e l i e f . (See, Ex h i b i t A, attached 

hereto.) Such shipper support r e f l e c t s the t a c t t h a t 3NSF has as 

yet been unable to become the sort of competitive preb?nce at the 

Pc»rt of Brownsville that BNSF and UP had both represented i t 

would be during the UP-SP merger proceeding. 

I am sure that another motivation behind each shipper's 
f.upport of BNSF i s the f a c t t h a t , i f the Board grants the 
:.-equested conditions, BRGI would be able to transport (on BNSF's 
account) t r a f f i c d i r e c t l y between the Port Brownsville and the 
TFM interchange at the Brownsville-Matamoros I n t e r n a t i o n a l 
Bridge. BNSF i s supposed to provide a competitive a l t e r n a t i v e t o 
UP's service between TFM and the Port of Brownsville, but i t has 



V i r t u a l l y everyone having a stake i n the Brownsville-

Matamoros gateway supports BNSF's proposal. Not only are BRGI, 

U.S.D.A., U.S. and Mexican customs o f f i c i a l s , and numerous Port 

of Brownsville-based shippers enthusiastic about the much needed 

competition and service improvements th a t BNSF's proposal would 

br i n g , but TFM and Brownsville c i t y o f f i c i a l s also support such 

e f f o r t s t o improve gateway service. TFM i s UP's and BNSF's 

Mexican partner i n i n t e r n a t i o n a l r a i l t r a f f i c routed through 

Brownsville, and i t recognizes t h a t BNSF's new operating 

proposals f o r t h i s gateway would t r a n s l a t e i n t o expanded business 

opportunities prompted by p o t e n t i a l l y more c o s t - e f f e c t i v e service 

j u s t north of the border. For the City of Brownsville, BNSF's 

proposal would l i m i t rail-highway congestion over downtown c i t y 

s t r e e t s , j u s t as BNSF has explained i n i t s own f i l i n g s . 

I f BNSF i s t o l i v e up t o i t s p o t e n t i a l as a competitive 

presence i n Brownsville, then i t must be granted the conditions 

i t seeks i n t h i s oversight proceeding. I have o u t l i n e d i n d e t a i l 

the competitive and operational benefits t h a t BNSF's request f o r 

r e l i e f would b r i n g to our area. I have i d e n t i f i e d the numerous 

pa r t i e s who, l i k e BRGI, support BNSF's e f f o r t s , and I have made 

clear my impression t h a t UP's refusals t o negotiate needed 

service improvements i n the Brownsville area reveal UP's a n t i 

competitive animus. I would have by fa r preferred t o see the 

issues presented here resolved without the need f o r continued 

not been able t o provide any sort of competitive "bridging* 
service, contrary to BRGI's hopes and expectations. 
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Board intervention, but UP refuses to negotiate with BNSF on such 

essential remedies. Therefore, on behalf of BRGI, I must submit 

my strong support of BNSF's requests for conditions particular to 

service in and around Brownsville, TX. 

VERIFICATION 

COUNTY OF CAMERON 

STATE OF TEXAS 
ss: 

Lorenzo E. Cantu, being duly sworn, deposes and states 

that he has read the foregoing statement, knows the facts 

asserted therein, and that the same are true as stated. 

Lorenzo ET:—Cantu 
President and Chief Operating Officer 
Brownsville & Rio Grande International 
Railroad 

Subscribed and sworn to before me on th 

of July, 1998. 

is 6 - ^ 

\ 

Notary Public 

My Commission Expires : 
NORMA TORRES 

NotoryPuMlcllaMol 
My CommiMion 
Jonuory 29,2002 

day 



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

Union Pacific ""orp., et a l . 
-- Control and Merger --

Southern Pacific Corp., et a l . 

[Houston/Gulf Coast Oversight] 

SHIPPERS' PETITION IN SUPPORT OF 

THE BURLINGTOr NORTHERN AND SANTA FE RAILWAY COMPANY AND 

THE BROWNSVILLE & RIO GPANDE INTERNATIONAL RAILROAD 

WE, THE UNDERSIGNED, i n connection w i t h the above-

captioned Surface Tranoportation Board proceeding, and i n support 

of the remedial action sought i n t h i s proceeding by The 

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

as f o l l o w s : 

1. We,, the undersigned, are shippers located i n or around 

the Port of Brownsville, Texas; 

2. We are served d i r e c t l y by the Brownsville & Rio Grande 

I n t e r n a t i o n a l Railroad ("BRGI"), ani, v i a BRGI, have connections 

to the Union P a c i f i c Railroad Company ("UP") and BNSF (the l a t t e r 

by way of UP-provided haulage r i g h t s ) ; 

3. Although we had expected to enjoy f u . l y the benefits of 

unfettered competition between UP and BNSF f o l l o w i n g the UP-SP 

merger, i t turns out that BNSF has been severely impeded i n i t s 

e f f o r t s to e s t a b l i s h the sort of competitive presence i n the ^ 

Brownsville area that i t had o r i g i n a l l y contemplated under the 

terms i t s merger-related settlement agreements w i t h UP; 



4. We are very w e l l aware of UP's continuing service-

re l a t e d problems i n the Gulf Coast area, and have ourselves 

f a l l e n v i c t i m to UP's chronic service f a i l u r e s ; 

5. Since BNSF today depends upon UP-provided haulage to 

serve the Port of Brownsville, we believe that BNSF i s also a 

v i c t i m of UP's service f a i l u r e s ; 

6. We are aware t h a t , i n connection w i t h the above-

captioned proceeding, BNSF intends to f i l e w i t h the Board a 

request f o r r e l i e f designed to improve service and competition i n 

and around the Port of Brownsville; 

7. We have been informed that BNSF w i l l request the 

foll o w i n g pro-competitive r e l i e f from the Board: (1) that BNSF be 

granted expanded trackage r i g h t s access to p a r a l l e l main l i n e s 

south of Harlingen, TX (to enable more e f f i c i e n t t r a i n 

operations), and (2) that BNSF be permitted t o designate BRGI to 

serve as i t s agent f o r a l l service south of Harlingen, TX; 

8. BRGI has informed each of us that i t f u l l y supports 

BNSF i n i t s request f o r the conditions summarized i n clause seven 

(7), above, and BRGI has demonstrated t o us both the willingness 

and a b i l i t y t o provide service as BNSF's agent; and 

9. We have concluded that the BNSF/BRGI agency arrangement 

proposed f o r l i n e s south of Harlingen ( i n conjunction w i t h BNSF's 

rel a t e d trackage r i g h t s request) w i l l -- (1) improve service i n 

the Brownsville v i c i n i t y ( i n c l u d i n g service t o and from the Port 

of Brownsville), (2) s u b s t a n t i a l l y improve BNSF's competitive 

presence i n the area and reduce BNSF's current reliance upon UP, 



and (3) increase e f f i c i e n t operations i n and through the 

important Brownsville-Matamoros i n t e r n a t i o n a l gateway (and 

especially between the Port of Brownsville and TFM at Matamoros). 

FOR THE FOREGOING REASONS, we strongly urge the Board 

to grant m f u l l the remedial conditions BNSF w i l ] request i n 

t h i s proceeding to improve r a i l servii..c south of Harlingen, TX. 

S p e c i f i c a l l y , we urge the Board to grant BNSF's request f o r 

trackage r i g h t s operations over both the former SP and UP main 

l i n e s from Harlingen to Brownsville, and we also urge the Board 

to grant BNSF's request that i t be permitted to designate BRGI as 

i t s agent f o r operations south of Harlingen, TX. 

Respectfully submitted. 

Port of Brownsville-based Shippers 
(Signatures a f f i x e d below) 



Signature :_^^5)5ijuULL 

Name (pr in ted) : V>ri ftr V-l ^Q>\Vl<.^^^ 

T i t l e . fi\«V^V f \Axxi i . . . ^A.^>^ 

Company: ^ tcn^ ' i ^c ( 2 g f r a . U ^ f ' i S 

Date: 

Signature : (h^G^ i T ^ ^ f/1^/ f 0/^^ 

Name (printed) : GKQC if ^^^^^yic l(^U<^^ ~Z 

Title: Otf.r^r rVi^ . 
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O 
Signature : / ^^Cc ^ t ^ 
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Name (ot i n t e d ) : /~7p>WAf^lO 

Title :5^eSlte:.x 
Company: 

Date: ( o ^ 3 > Q - ^ c g 

Name ( p r i n t e d ) 

Title : \l P 7^>/ii^fi!ctfil. f/i/J r/^Ot^i. 

Company:. 
7 
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/ 

Name ( p r i n t e d ) : _ 

T i t l e : 

Company:. 

Date : 

-p , j jL.j^ /Z ^ tM>>dy 
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Name (printed) 

T i t l e : _ 

Company 

Date 

signature 

Name (printed) : Li^OU^ ^ Id^ ii4> 

T i t l e 

Company: 

Signature 

Name (printed) 

T i t l e : 

SOOT u^g r̂ (^PA/M^. - iue. 
^ M J ^ — .-II ——I.,.I t 

Company:. 

Date 



Signature 

Name (printed) : J(Xnf,lf^ Tl. l^HJ^jW^ 

l^amO^A T i t l e 

Company:. 

Date: JUifU 3D I^QR 

signature : ^Jt4*^*v^--7/:^**^iy^ 

Name (printed) :. 

Title : X/:^ .7^^ /-J ^/ 

Company: ^ i t .̂.t-r} / J^:? ?4 / ^ y ^ 

signature 

Name (printed) : (Rl^miYt 

Title : S u^^riiu'^en^Ji^tt^ ^ 

Company: 'XA/TJ^'^Lul, ^ t* 

Date : Ju^tp 30_^ / ^ ^ S -



Siqna-ure: /^^^i^^^ / ^ ^ / ^ ^ ^ ^ ^ 

Name (pi inted) :. 

Title: /^jt^Ax/^jdhL Ay^/t-)ctr\,^Ic/eL^ 

company: _5'7S^^ T^OrMTd^/t^ SMTT^ O^cT XAJ<=-

Date; 

Name ( p r i n t e d ) : 

T i t l e : r / ^ / ? ^ 

company: j / ^ / l l U J , ^ / ^c j -QO^/^ \ (\C. 

Signature: 

Name (printed) : S Q ^ W A M . L Q P £ > . 

Tit le: O P P I C E : mAOftGFg 

Company; 

Date 



S i q n a t u r e : ^ ^ N T X L \ \ r^^vC\OS ^ . ^ , 0 . ^ 

Name ( p r i n t e d ) :. 

Title: ft-r^.^ . '^ .^^ 

Company: 

1̂ 34̂ ^ Date : 

'<- / 
S i g n a t u r e : J^ '-^^f 4.'f<:.'> X <r̂  - >̂  

( p r i n t e d ) : / Q ^ / r-c - / t / - / / / / 

Title : / ^ ^ ^ ' A l / / ^ 

Name 

Company 

S i g n a t u r e : / • l ^ j j u y ^ 

Name (printed) 

Title: ^.I^J(^(^/Jl^l^iceA-^ 

Company:. T S.I 
Date- "^Z' 



Signature :_V 

Name (printed) :X] Wv v i 1^. GL (j^^JU VO 

Company: ^ \rv\ \ 
Date: 

signature 

Name (printed) :. 

T i t l e : 

Company; 

signature 

Name (printed) 

T i t l e : 

Compan y: 

Date: 



signature: 

Name (printed) 

T i t l e : 

Company: 

Date: 

Signature 

Name (printed) :. 

T i t l e : 

Company:. 

signature :. 

Name (printed) 

T i t l e : 

Company: 

Date: 



Degussa <^ Degussa Mexico, S.A. de CV. 

July l ^ 1998 

Honorable Vernon A Williams 
Secretary 
Surface Transportation Board 
1925 K Street, N W 
Washington, D C 20423-0001 

We are a company dedicated to import and distribution of chemicals, which have been 
doing business with enterprises in the USA and Canada. 

Lately, or better said since the merger of UP/SP we have experienced a lot of delays on 
our business to the USA mainly because of the lack of competitiveness on rail 
transportation over the Laredo Tx /Nuevo Laredo Tamaulipas, border 

The delays as we all know have been due the problems that the UP/SP merger have 
incurred in handling appropiately this merger to the fact that we as many other 
companies have been jeopardizing our intemational business because of delays incurred 
in traffic 

Our company strongly believes that the UP/SP merger has not given us the opportunity 
of "alternate competition" on rail transportation services to perform the traffic through 
the mentioned border as the STB envisioned when it approved the UP/SP merger. 

Therefore we kindly request that the BNSF obtains overhead trackage rights on UP's 
San .\ntonio - Laredo line, and that also obtain permanent bi-directional trackage rights 
on UP's Caldwell-Flatonia-San Antonio and Caldwell-Flatonia Placedo lines, in place of 
temporary trackage rights at present 

We believe that by approving these trackage rigths, all parties involved, even the UP/SP 
will benefit from it since they wiil hardly incur in congestion again, since there will be 
another company that will compete with them and will enforce that both companies 
become efficient if they want to participate in the market. 

Thanking^ou in advance for your kindly attention to my request and hoping that my 
request approved 

// 

Sincerjl̂ y/yours 

u 
/ Carfin Werner M 

Logistics and Distribution 
Manager 

Ot ic lna m a i n . C a l l M t l l c o - X o c h l m l l e o 514», C P 14610 HWi I co , O F . T t l . :S73-13-70 A p a r l a d o P n t l a l 22-252 F » 673-1016 T e l e i . g l 7 - 7 3 8 1 5 y 017-643«S 

Sucursal on Guadaia| i i ta Cailo 6 • 2191 Zona inaustna^ C f- 44!)40 Cuadataiafa Jal T K I 8 n 70 59 f a , 8 11 76 ' 4 

S u c u n a l en Le6n Degussa Me«,co S A, de C V Clemente Of02co 2 l u y 21?. Col Pr idos V t fdes C P 3 7480. Leon Glo Tcl 12 83 48 Fa« 12 84 55 

Sucursal en Mon l« f te» Calle Am«rpca del Nof le i 2 1 1 , Coi . Las AmOncas C P. 67120 Monlet rey, N L Tel 34-09-45 al 47 Fax 34 09-48 



Dynegy Inc 
1000 Louisiana Street, Suite 5800 
Houston, Texas 7700J 
Phone 713 507.6400 
www.dynegy.com 

The Honorable Veraon A. Williams 1"̂  \ / K I C / ~ \ / 

1925 K Street, NW 
Washington, D C. 20423 

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

Dear Mr. Williams: 

This verified statement is being submitted in support of the request of the Burlington Northern and Santa 
Fe Railway Companies (BNSF) request that the Surface Transportation Board establishes neutral switching 
supervision on the Baytown Branch. 

1, Janice Rowland, Rail Operations Supervisor represents Dynegy Inc. (formally Wanen Petroleum), 
who in Mont Belvieu Texas stores, manufactures, and sells LPG products out of our facility there. We 
have our own fleet of cars plus customers cars that come in and out of our facility. We currently handle 
around 800 cars a year. Our Facility is located on the Baytown branch on the line coming out of Dayton, 
Texas. We have a limited area for trains and rail cars so it is important that the carrier be consistent and 
reliable. 

We foresee a neutral switching operation would improve the efficiency of operations by reducing the 
congestion that potenually could happen with two carriers switching. Also with a neutral switcher we can 
expect that all the cars will be pulled and we atn prioritize with confidence. 

We expect our business at Mount Belvieu to continue to grow in the fiiture. The installation of a neutral 
party to supervise switcliing of the branch would provide a long-term solution to our need of efficient and 
competitive service. 

I certify under penalty of perjury that the foregoing statement is true and accurate to the best of my 
belief. 

Sincerely. 

Janice Rowland 
Rail Operations Supervisor 
Dynegy Inc. 



June 30*, 1998 

Subject: Docket No. 32760 
Sub-No. 26 

To whom it may concem: 

We are a company dedicated to the export/import of non-ferrous metals, which have been doing business 
with enterprises in the USA, Europe and Canada. 

Lately, or better said, since the merger of UP/SP we have experienced a lot of delays on our business to the 
USA mainly because of the lack of competitiveness on rail transportation over the Laredo, TX./Nuevo 
Laredo-Tamaulipas. border. 

The delays as we all know have been due to the problems that thc i;P/SP merger have incurred in handling 
appropriately this merger to the fact that we, as many other companies, have been jeopardizing our 
international business because of delays incurred in traffic. 

Our company strongly believes that the UP/SP merger has not given us the opportunity of "altemate 
competition" on rail transportation :iervices to perform the tt-affic through the mentioned border as the STB 
envisioned when it approved the UP/SP merger. 

Therefore we kindly request that the BNSF obtains overhead trackage rights on UP's San Antonio -
La edo line, and that also obtain permanent, bi-directional trackage rights on UP's Caldwell-Flatonia - San 
Antonio and Caldwell-Flatonia Placedo lines, in place of temporary trackage rights at present. 

We believe that by approving these trackage rights, all parties involved, even the UP/SP will benefit from it 
since they will hardly incur in congestion again, since there will be another company that will compete with 
them and will enforce that both companies become efficient if they want to participate in the market. 

Tlianking you in advance for your kindly attention to my request and hoping that my request is approved. 

Sincerely yours. 

Alejandro Cervantes R, 
General Director 

F I M E X P O M E T A L E S S A. D E C V . 
Rio Sena No. 54 P.A. Cd. CuauhtAmoc 0S500 MMco, D.F. 
T«ls.: 566-37-00 706-15-16 Fax: 536-96-97 703-19-63 



GRUPO VITRO 

July 02, 1998 

Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K. Street, N.W. 
Washington, D.C. 20423-0001 

Subject: Docket No. 32760 
Sub-No. 26 

Vitro serves commercial, industrial and consumer markets with glass containers, flat glass, automotive glass, 
glassware, plastic container, aluminium cans and household goods. Based in Monterrey, Mexico, Vitro was 
founded in 1909 and employs over 30,000 people. It has its own production and distribution facilities in 8 
countries, including Mexico and the United States. 

Our traffic department handle 126.0 million dlls/year to move all kind of freight. Our rail traffic in U.S.A. is of 
460,000 tons/year. 28% of our total traffic and we mainly use the Laredo, Tx /Nuevo Laredo, Tm. border. These 
are our main commodities that we handle by rail: 

Commodity 
Soda Ash 
Silica Sand 
Kaolin 
Borax 

Shipper 
Ansae 
U.S. Silica 
Wilkinson 
U.S. Borax 

Origin 
Green River, Wy 
Mill Creek, Ok 
Gordon, Ga. 
Boron, Ca 

Tons 
400,000 tot\.i/yebr 

8,400 ton&'year 
5,000 tons/year 
3,600 tons/year 

We kindly request that the BNSF obtains overhead trackage rights on UP's San Antonio - Laredo line, and that 
also obtain permanent bi-directional trackage rights on UP's Caldwell-Flatonia-San Antonio and Caldwell-
Flatonia Placedo lines, in place of temporary trackage rights at present. 

We believe that by approving these trackage rights, all parties involved will benefit, since thei« will be another 
company that will compete with the actual railroads and will enforce that the companies become efficient if 
they want to participate in the market. 

Thank 
Sinceri:̂  

^g you in advance for your kindly attention to my request and hoping that my request is approved. 
irs, 

Armanjio Diaz Orozco 
Logistica Vitro 

cc Carlos Mattel 
Jaime GalvSn 

Av Robi* 600, Col VaH« d«l CampMtra, 06205 Oarza Garcia, N.L., IIMxloo 
5? • 6 • 32« • 1200 htlp://Www.vto.eom 



iBrp July 6,1998 

Honorable Vemon A. Williams 
Secretary of the Surface Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

IBP, inc.'s Support for BNSF Trackage Rights 

My name is Perry M. Boume. 1 am Assistant Vice President of Transportation for IBP, 
inc. ("IBP"). My business address is 1651 IBP Avenue, Dakota City, NE 68731.1 have a total of 
24 years of business experience in various facets of domestic and intemational traffic operations, 
pricing and regulatory matters. For liic past 15 years, 1 have been employed by IBP. I have 
personal knowledge ofthe matters contained in my statement. 

IBP is the worids largest meat packing company, with annual sales in excess of $13.2 
billion. In 1997, IBP's total freight expenditures (domestic and intemational) were $425 million. 
Domestic lail transportation accounted for $32 million of that figure. IBP owns and leases a fleet 
of 900 rail tank cars and uses mechanical reefer cars and covered hopper cars supplied by 
railroads. IBP ships approximately 14,000 rail car loads annually of frozen meat, bone meal and 
tallow from 33 plants and freezers in the United States and Canada. IBP ships frozen beef in 
mechanical reefer cars, bone meal and dried blood in covered hopper cars and grease, lard and 
tallow in tank cars. IBP has a total of four (4) plants on the BNSF. See Appendix A for listing of 
plants and commodities which are currently being shipped from BNSF origin plants to Mexico 
via Laredo,, TX. 

UP SERVICE FAILURES 

IBP has endured a considerable loss in service as a result ofthe UP/CNW and UP/SP 
mergers. These difficulties have increased transits on our tank cars, increased emergency 
trucking to keep IBP plants open and service customers who were mnning short of product. 
These service failures have created erratic switches at IBP facilities due to railroad power, crew 
shortages and congested switching terminals. 

TEMPORARY TRACKAGE RIGHTS 

As a result ofthe UP's congestion in Texas, the BNSF was granted temporary overhead 
tre ;kage rights for the UP's Caldwell-Flatonia-Placedo line. IBP has benefited from this 
temporary route. This route prevented our tank cars from being subject to transit delays in the 
Houston yards. Compared to this time last year, IBP tank car transit times were better over the 
Caldwell- Flatonia- Placedo line than they were over the Algoa-Corpus Christi line. 

IBP,inc. P.O. BOX 515, DAKOTACITY, NEBRASKA68731 TELEPHONE: 402-494-2061 



The efficiency in reduced transits is realized by the increase in cars available for loading through 
improved cycle times. 

Average 
Period Volume Transit 
May/June 1997 96 Shipments 20 Days 
May/June 1998 110 16 

RECOMMENDATION 

IBP is requesting the Surface Transportation Board to grant the BNSF permanent 
trackage rights over the UP Caldwell-Flatonia-Placedo line. These permanent trackage rights will 
not only benefit IBP's rail fleet utilization, but will also benefit our customers who will be 
required to carry less "safety stock" inventory to effectively manage rail transit fluctuations. 

Sincerely, 

rry M. Perry M. Boume 
AVP Transportation 



APPENDIX A 

VOLUME FROM IBP PLANTS ON BNSF TO MEXICO VIA 
LAREDO. TX. 

ACTUAL DATA FROM 06/01/97 TO 05/31/98 

ORIGIN: AMARILLO.TX 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

TALLOW 
BONE MEAL 
FROZEN MEAT 

120,017,037 
16,378,750 

629,750 

731 
98 

5 

ORIGIN: HOLCOMB, KS 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

BONE MEAL 
FROZEN MEAT 

1,404,700 
1.735,500 

8 
14 

ORIGIN: JOSLIN, IL 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

FROZEN MEAT 882,000 



JUL 06 '98 08:53 FR BNSF 

NATIONAL 
BY-PFK>DUCTS. INC. 

913 551 4188 83527154 

f.O. Un* 72.U 
OwtaltA. UK. 68107 
*03J42.2076 
tAX40i.S41.2ISti 

P.02/22 

Mr. Vcfwm WilUan* 

Surface Transportation Board 
1925 K S t I<n^ 
WftihiagtOB, D C 20423 

DcarMr.WUHuBS, 

My 2, 1999 

n^ama^ •y->iu<n>u, l a c . kas two 1> Pralcia MoMteK Plarts la Owka, Kckmha. 
C M piMt is s«vicc« by tte BNSF, thc other by the Uaiim Fidfk 1 

AlMOst au ar 0tf ootbeaad RaBrsatf aM««s are ifl JMib* Hamper can^ fl 
Lai«da,TensforEipartiaMMcik«. Oarratcs froai both ttc SNSF 
Biilrasit sir rrrr rVisr 

NchfWkalo 
ihaUifaaPadfllc 

To Bt BNSF pcrauMasi amhMd iraehk* riiba oa e r s Saa 
Iht BNSF accMS to Ihc aMft diract route ta Lai«d«, M< tt ttaBMSFttba 

SiKcrtiy, 
RahfeitA.Bl«k 
OislriBtMaBater 
Natisoal By-Ptotfacts, tsc 

rm IM; '9S 06:14 

TOTflL P.01 
PPGE.ei 

HECE.'VED TIMEJUL, 6, 7;42AM 
402 342 2156 

PRINT TIMEJUL. 6. cJ 7:43AM 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 32760 (SUB-NO. 26) 
UNION PACIFIC CORPORATION, et aL 

- CONTROL AND IVIERGER ~ 
SOUTHERN PACIFIC RAIL CORPORATION, et aL 

HOUSTON/GULF COAST OVERSIGHT 

VERIFIED STATEMENT OF 
H. THOMAS KORNEGAY 
EXECUTIVE DIRECTOR 

PORT OF HOUSTON AUTHORITV 

My name is H Thomas Komegay I am Executive Director of the Port of Houston 

Authority My business address is P.O. Box 2752, Houston, Texas 77252. 

The purpose of my statement is express the Port of Houston Authority's support for the 

Burlington Northem Santa Fe's (BNSF) recommendation that the Un - • i Pacific's (UP) Clinton Branch 

be controlled by the Port Terminal Railroad Association (PTRA). Two of the Port Authority's facilities 

are located on the Clinton Branch, Houston Public Grain Elevator No. 2 and Woodhouse Terminal. 

The Port of Houston Authority 

The Port of Houston Authority is an autonomous govemmental entity which owns the 

public facilities along the 50-mile Houston Ship Channel and is the Channel's official sponsor. The 

Port of Houston Authority owns 43 general cargo wharves, owns and operates the Barbours Cut 

Container Terminal, the Container Terminal at Galveston, and Houston Public Grain Elevator No. 2, 

which are available for public use It also owns a bulk materials handling plant, a bagging and loading 

facility, a refrigerated facility, two liquid cargo wharves, and other facilities which are leased to private 



operators. The Port of Houston complex also includes numerous privately-owned terminals. The Port 

Authority also operates the Malcolm Baldridge Foreign Trade Zone. 

The Port Authority's facilities handle approximately 15 percent of the approximately 150 

million tons of cargo moving throuj'ji the Port of Houston. The Port of Houston ranks first .n the United 

States in total foreign water-borne commerce handled and second in total tonnage. It is the s:eventh 

busiest port in the world. Last year, the Port of Houston handled over 5,400 ships, 50,000 ba<'ges and 

935,000 TEU's (Twenty-Foot Equivalent Units). The top export cargoes include petroleum and 

petroleum products, organic chemicals, cereals and cereal preparation, plastics in primary forms, and 

animal oils and fats 

The Port of Houston is home to a $15 billion petrochemical complex, the largest in the 

nation. The Port generates approximately 196,000 jobs and $5.5 billion in economic activity annually. 

Port Authority Facilities on the Clinton Branch 

My statement is directed to the two Port Authority Facilities located on the Clinton Branch 

and served by UP. 

The first is Houston Public Grain Elevator No. 2 (Elevator). The Elevator, which is owned 

and operated by the Port Authority, has a capacity of 6 million bushels and its throughput is expected to 

exceed 40 million bushels in 1998 

The second facility is Woodhouse Terminal (Woodhouse). Located adjacent to the 

Elevator, Woodhouse is owned by the Port Authority and is leased to a firm which operates the 

terminal, handling cargoes through the Woodhouse warehouses and loading and unloading ships. 

Together, the Elevator and Woodhouse occupy 91 acres on the north side of the Houston 

Ship Channel The complex has 1,200 feet of wharf on the Ship Channel and a 1,200-foot x 250-foot 

boat slip eqiMpped to handle roll-on/'roll-off cargoes in addition to break bulk cargoes. The combined 

facility also has 14 tracks for receiving railroad cars, each approximately 2,600 feet long. 

Port Authority Supports PTRA Operation of the Clinton Branch 



The Port Authority supports BNSF's recommendation that the Clinton Branch be controlled 

by PTRA or its successor organization if PTRA is dissolved. The Port Autiiority believes tiiat PTRA 

operation would be beneficial because it would resolve operating deficiencies tiiat tiie Port Autiiority 

has experienced on the Clinton Branch and would do so without changing the railroads' access to 

shippers on the branch because the shippers' locations are open to reciprocal switching today. 

No Change in Competitive Access 

Changing the operating responsibility for tiie Clinton Branch to PTRA will not change tiie 

current competitive access to shippers on tiie branch. The shippers located along the Clinton Branch, 

with the exception of UP's own automobile unloading facility, already are open to reciprocal switch, 

and thus have access to railroads other than UP Tariff ICC SP 9500-D, issued by Soutiiem Pacific 

Transportation Company on September 11, 1996 lists in Item 5090 tiie industries on tiie Clinton 

Branch (listed under station name Galena Park - 35070) which are open to reciprocal svwtch. These 

include American Plant Food Company, Arrow Terminal Company, Delta Steel Incorporated, Exxon 

Energy Chemical, GATX Terminal, Holnam Incorporated, City of Houston, Houston Public Grain 

Elevator No 2, Stevedoring Service of America (at that time tiie lessee and operator of Woodhouse 

Terminal), Texaco Lubricants Company, and United States Gypsum Company. 

Service to the Ele\ ator 

PTRA provides rail service to most of the industries located along the Houston Ship 

Channel The exceptions are those industries located on the Clinton Branch, Exxon in Baytown, and 

three industries located on the HL&P Lead in La Porte. 

PTRA provides effective, non-preferential service switching service to shippers along both 

sides ofthe Ship Channel, all of whom have access to BNSF, UP, or The Texas Mexican Railway for 

line-haul service, by virtue of PTRA's neutral switching status. 

PTRA makes its operating decisions for the benefit of the Houston terminal area overall, 

and does not base its decisions on the operating preferences of any one line-haul railroad. This is 

precisely the type of service which is needed at ihe Elevator, but has not been provided in the past. An 

example occurred during UP's recent congestion problems, when UP stored cars for otiier customers 
3 



on the Port Authority's tracks at the Elevator, which prevented the Elevator fi'om receiving grain 

shipments consigned to it, despite the Port Autfiority's requests that UP remove tiie cars fi-om its tracks. 

Service to Woodhouse Terminal 

Shipments destined to the Clinton Branch are handled in UP's Englewood Yard. In 

January 1997, the Port Authority was made aware of extensive delays in shipments destined to 

Woodhouse reaching Woodhouse once they had arrived in Houston on BNSF. Reviewing car 

movement records confirmed that cars were taking between 4 and 8 days to be moved fi-om BNSF's 

Pearland Yard (near Houston's Hobby Airport) to Woodhouse, a distance of approximately 13 miles. 

To resolve these delays, the Port Authority developed with the railroads an infon-nal routing 

in which the cars for Woodhouse were delivered to PTRA, which switched them and placed them at a 

crossover switch connecting with the Clinton Branch The UP switch crew then pulled the cari. fi-om 

the PTRA and delivered them to Woodhouse. In effect, this route substituted PTRA switching I'nd 

transfer to the Clinton Branch for UP switching at Englewoou and UP transfer to tiie Clinton Branch. 

The results were effective, witii cars placed at tiie crossover the day after arrival in Houston and bting 

delivered by UP either later that day or on the next day. 

This example demonstrates the efficiency of using PTRA's North Yard, wliich is adjacent 

to the Clinton Branch, to handle traffic for the Clinton Branch ratiier tiian using UP's Englewood Yard, 

which is more distant. 

Conclusion 

• 

The Port of Houston Authonty supports the BNSF recommendation tiiat operation of tiie 

Clinton Brancli be performed by PTRA. As illustrated in tiiis statement, PTRA operation of the 

Clinion Branch could improve service to shippers located on the branch without changing the existing 

competitive access for shippers located on the branch. 



VERIFICATION 

My name is H Thomas Komegay. I am Executive Director of tiie Port of Houston Autiiorit>'. I hereby 
declare under penalty of perjury tiiat the facts in tiie foregoing statement are tme and correct. I also 
certify that I am qualified and autiiorized to verify tiie facts set forth in this statement. 

Executed on July , 1998 

H. Thomas Komegay 



RoQiiETTE AMERICA 
1 4 1 7 Exci lANGE STREET 
KeoKUK, IOWA 5 2 0 3 2 

3 l © - 5 2 e - 2 2 0 < 
FAX 3! 9-5202368 

July 6, 1998 

Mr. Vemon V/illiams 
Secretary 
Surface Trant portation Board 
1925 K Su-eet, N.W 
Washington, D. C. 20423 

Dear Secretary Williams: 

Now comes William R. Mudd, Director of Logistics , Roquette America Inc., 1417 Exchange Street, 

Keokuk , lowa in Support ofthe Burlington Northem Santa Fe's petition for permancn; overhead 

trackage nghts on the Union Pacific's San Antonio-Laredo line permitting Burlington Northem Santa-Fe 

access lo more direct route to Laredo. 

Roquette America is a Com Wet Miller with plants in Keokuk, ia and Gumee ,111 and have in excess of 500 

employees We produce Com Symp , Starch, Fmctose. Dcxtfosc and Sorbitol in addition to the by-products 

of wet milling. We cuu cntly are shipping Sorbitol from our Keokuk facility to vanous locations in 

Mexico via the Burlington Northem Santa-Fe railroad which serves this facility. 

It is anticipated that the cmrent volume will increase in the next \ 2 months from 10 cars /year to over 

50 Cars / year. By granting these ovcdiead trackage riglits to the Buriington Northem Santa-Fe railroad 

we believe our transit time will be reduced substantial. Wc currently lease in excess of 850 rail tankcars 

to handle deliveries to our customers. The reduction in transit time direcdy affects our cost and allows 

Roquette America to become more competitive. 

Wc pray that the Surface Transportation Board will consider tiiis statement and grant the trackage right 

in order to improve the competitive position of Roquette America in this lane. 



Mr. Vemon WiUiams 
Page 2 
July 6, 1998 

Thank You for your consideration. 

Sincerely, 

W.R. (Bill) Mudd 
Director Logistics 



P O BOX 1000 • G E O R O E T O W N . T E X A S 786271000 • PHONE S12/863-SSH. AUSTIN: 255 4403 FAX 512 / 24-'. 5055 

Mr Vemon A Williams 
Secretary 
Surface Transportation Board 
1925 K Street NW 
Washington D C 20423 

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

On behalf of the Texas Cmshed Stone Company, 1 am submitting this verified statement 
to express my support ofthe Buriington Northern and Santa Fe Railway Company's 
(BNSF) request for permanent overhead trackage rights on the Union Pacific's 
Taylor-Milano line. 

My name is William B Snead, and I am President of the Texas Crushed Stone Company 
located in Georgetown, Texas Our business address is P O Box 1000, Georgetown, 
Texas 78627 Our company is in the business of quarrying crushed limestone Our 
product is used in a v< riety of ways including as a base material for roads, as aggregate in 
concrete, as aggregate in hot mix asphalt, in agriculture to neutralize soil acidity, and as an 
air scmbbing material ir. coal fired power plants We ship our stone products outbound 
from our quarry near Georgetawn o customers in Houston and other points along the 
Texas and Louisiana gulf coast Additional shipments are made to points all over East 
Texas In bound shipments to points on the Georgetown Railroad consists of empty stone 
cars, loaded lumber cars, loaded ammonium nitrate cars, and occasional shipments of 
other materials 

Currently, our rail service transportation needs are being provided by both BNSF and UP 
with an interchange with Georgetown Railroad at Kerr/Round Rock. For stone 
movements into and out of our quarry, the BNSF uses the trackage rights it was granted 
over the Kerr- Temple-Taylor line and sometimes the trackage rights it was granted over 
the Keir-Taylor-Seaiy line It has been our experience that these routes are inadequate 
because o' heavy congestion on UP lines and the circuitous routing on the 
Taylor-Tempie-Milano route 

Because of the inefficiencies of the rail service being provided to us, we have been unable 
lo fill our customers orders in a timely manner Our customer's orders have accumulated 
to the point that we have had more than 1200 rail cars released for shipment. Again 



because of UP's congestion problems and BNSF's circuitous routing we have been orily 
able to ship an average of about 90 cars per day Th-s has forced our customers to delay 
conslmln projects'and lose money because they have had men and equipment wamng 
for the stone necessary to build these projects Since many of these projects involve the 
construction or rehabilitation of vital highway projects, these delays are havmg a negative 
impact on the transportation infrastmcture of the stale of Texas. 

If BNSF were granted overhead trackage rights over the UP's Taylor-Milano line, BNSF 
could provide Texas Cmshed Stone with better, more efficient service by avoiding much 
of the congested and circuitous trackage nghts that BNSF is cun-ently using The 
benefits denved from these BNSF trackage rights will benefit Texas Cmshed Stone, our 
customers, the UP and the BNSF. 

1 certify under the penalty of perjury that the foregoing is tme and con-ect. Executed this 
_6_ day of July 1998 

William B Snead 
President 
Texas Cmshed Stone Company 

.Verification 

State of Texas 
County of Williamson 

1 William B Snead hereby verify that 1 have read the statements above and find that the 
statements are tme and correct to the best of my knowledge 

William B Snead 

Subscribed and swom to before me this 4 ^ day of July 1998. 

LAVERNEJ.TONN 
MYC0Mli68«NEXW«8 

Notary Public in and for the 
Slate of Texas 

My Commission Expires ^^/ao \iX>ot 



C, W. PEGRAM 
Traffic (Manager 

Tii lv 7 1 0 0 8 ToacoBaflnlnsCowpwjy 
JUiy Z., 17 yc. A Division of Tosco Corporation 

2000 Crow Canyon Plao* 
Suite 400 
San Ramon, CA 94583 
(510) 277-2304 Talaphon* 
(510) 277-2410 Fax 

The Honorable Vemon A. Williams 
Secretary, Surface Transportation Board 
1925 K Street NW 
Washington, DC 20423 

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

Members of the Board: 

My name is Charles W. Pegram. I am Traffic Manager for Tosco 
Refining Company which operates six petroleum refineries on the west coast. 

Tbis is my verified statement to the Board in support of the Burlington 
Northem Saii*a Fe Railway's request that neutral switching supervision be 
imposed on the fcnrcr SP Baytown (Texas) Branch. 
Tosco ships approximately 200 tank cars/year to customers at Mont Belvieu, 
Texas. With the completion of a butamer unit at one of our refineries, it is 
anticipated that shipments of product into Mont Belvieu will increase. 

Since the completion of the UP/SP merger, service failures have cost 
my company thousands of dollars in reduced equipment utilization. Our 
support of BNSF's request for neutral switching supervision is offered in the 
belief that it will result in a more efficient operation and result in improved 
turnaround time of our tank cars. As the Board is quite aware, railroad 
service breakdown, particularly in Texas, has become of tantamount concem 
to shippers and receivers. We believe that granting the subject request will 
be yet another step in the right direction to bring rail service in Texas closer 
to a normal level. 

I certify under penally of perjury that the foregoing is trae and correct. 
Executed this 2nd day of July, 1998. 

Yojvs tmly, 

Charles W. Pegram 
Traffic Manager 



ULTRAMAR DIAMOND SHAMROCK 

June 30, 1998 

The Honorable Vernon A Williams 
Secretary 
Surface Transportation Board 
1925 K Street N W 
Washington, D C. 20423 

Re: Finance Doc No 32760 (Sub-No 26) 

My name is Steve Geneva I am General Manager, Transportation for Ultramar Diamond 
Shamrock Company. This verified statement is being submitted in support of the request 
of The Buriington Northern and Santa Fe Railway Company's ("BNSF") request for the 
Surface Transportation Board to order neutral swiiching supervision on the former SP 
Baytown Branch. 

Our plant is located in Mont Belvieu, Texas and is in the business of processing and 
splitting propylene, a petrochemical product, into components We sell these components 
via pipeline to companies in the plastics and chemicals industry in and around the Gulf 
Coast area 

Our purchases of propylene are transported to our plant in Mont Belvieu by rail. We 
purchase pioduct form various origins in the United States, including from WiUiams 
Energy Company in Memphis, Tennessee BNSF carries inbound to our plant 20 cars of 
propylene every other day UP also provides rail service for a portion of our propylene 
traffic and also directly serves our plant. 

We expect that by the first quarter of 1999, our business needs will grow. It is anticipated 
that our company will require the capacity to load and unload up to 40 cars daily. It is 
also likely that during 1999, our company will have the need for rail services for outbound 
traffic 

As mentioned above, both BNSF and UP have been providing swiiching at our plant since 
mid-April this year. Prior lo that, for a short period of lime, UT was providing haulage 
services Our experience wilh UP haulage was that there were a lot of delays. Although 
service has been somewhat better with BNSF and UP both providing swatching, we 
believe that even better service would be provided if a neutral switcher were to supervise 
operations on the branch. 
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A neutral switcher would enhance the efficiency of operations for several reasons. First, 
with only one neutral switcher on the branch, there would be less overall activity on the 
branch, a likely reduction in the number of switches and generally less congestion for all 
customers on the branch whether their rail services are provided by BNSF or UP. Second, 
if there is only one neutral party supervising the swiiching of our plant, it would provide 
for better coordination of all activities including loading and emptying cars. Third, with 
increased efficiencies lhat a neutral switcher could provide, we would have improved 
turnaround times on cars, the majority of which are owned by our supplier Williams 
Energy out of Memphis, Tennessee. 

As our business continues to grow, and with the expectation of outbound shipment sin 
sometime in 1999, our need for improved, efficient and competitive rail transportation 
services becomes even more important The installation of a neutral party lo supervise 
switching of the branch would provide a long-term solution to our need for such efficient 
and competitive service 

In sum, we support BNSF's request that the Board order that a neutral switcher shall 
supervise the Baytown Branch We believe that this request will benefit our company and 
other shippers on the branch and will result in service improvements for both UP and 
BNSG 

I certify under penalty of perjury that the foregoing is tme and correct. Executed this 30th 
day of June, 1998. 

?teve Geneva 
General Manager Transportation 

Subscribed and swom to me this day of June . 19 ^9. 

JOOIO.CHIRSTIANSEN 
Nolaiy Public Stale Of Texai 
M|f(>lRnH0R6lfNIK03̂  



U N I T E D S A L T C O R P . 

4 6 0 0 SAN F E L I P E 

HOUSTON, TX 7 7 0 5 6 

(7 I 3) 8 7 7 - 2 0 0 0 
FAX: (7 I 3) 8 7 7 - 2 0 0 4 

July?, 1998 

Mr. Vernon A. Williams 
Secretary 
The Surface Transportation Board 
1925 K Street, N.W. 
Washington, D C. 20423-0001 

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

Dear Secretary Williams: 

My name is Mike Causseaux. I am Distribution Manager with United Salt 
Corporation located in Houston, Texas. This verified statement is being submitted in 
support of the request of The Burlington Northern and Santa Fe Railway Comqany 
("BNSF") for the Surface Transportation Board to order neutral switching supervision on 
the former SP Baytown Branch. 

Our company is currently building a salt mining plant on tha Baytown branch. The 
first phase of construction is planned for completion in April of 1999 and we expect to 
become operational at that time. Our customers use our salt in a multitude of products 
such as water softener, and it is also used extensively in the dye, chemical and food 
industnes. Typically, our product is shipped via rail or truck to our customers. 

Once operational at our Baytown plant, we anticipate shipping 600-700 rail cars per 
year from that location to customers located primarily in the Midwest. We do not expect 
any inbound rail 'raffic at this time. 

In aniicipation of our new plant operations on the Baytown branch, we are very 
concemed about the efficiency of switching operations in order to keep our production at 
steady levels and provide timely service to our customers. 

Based on these concems, vi« believe that BNSF's request to have neutral switching 
supervision of the branch provides a good and practical solution to the problems that other 

21205767.1 707V1I 1609E 95210647 



shippers have been experiencing on the branch. It is only logical that with one neutral 
switcher on the branch there would be less overall activity on the branch. This In tum 
would likely reduce the number of sv t̂ches and congestion for all customers on the branch 
whether their rail services are provided by BNSF or UP. A neutral party supervising the 
switching would also provide for better coordination of all activities including loading and 
emptying cars. 

In sum, our company believes that the installation of a neutral party to supervise 
switching ofthe branch would provide a long-term solution to our needs and the needs of 
other shippers for efficient and competitive service and will result in service improvements 
for both UP and BNSF. 

I certify under penalty of perjury that the foregoing is true and correct. E^cepjted this 
-day of July, 1998. 

R. Michael Causseaux 
Distribution Manager 

2120S767.I 70791 1609b 95210647 



I^ITROMEX 
July 2nd 1998 

Honorable Venon A. Williams 
Secretary 
Surftce Transportation Board 
1925 K. Street, N. W. 
Washincton, D.C. 20423-0001 

Subject: Docket No. 32760 
Sub-No. 26. 

Grupo Industrial SalUllo serves commercial, industrial and consumer markets with autoparts. ceramic floor 
and stoneware Based in SaltiUo, Mexico. Grupo Industrial Saltillo was founded in 1928 and emplo>s over 
12.000 people. 

Our traffic department handle 20 000.000 dlls/ycar lo move all kind of freight Our rail traffic is of 156,700 
tons/year. .10% of our total traffic These are our main commodities that we handle by rail. 

Commodity Shipper Origin Toofl 
Silica Sand Badger Mining Utley . WI 84,000tons/year. 
Coke ABC Coke Birtningham, AL 30.000tons/year 
Clay United Clay Gleason. TN 3I.200tons/year 
Silica Sand Oklahoma Sand Mill Creek. OK ll,500tons/year 

Lately, or better ;H..J 3'.!ce the merger of UP/SP we have experienced a lot of delays on our business from the 
USA mainly because of the lack of compeutiveness on rail transportation over the Laredo, TX/Nuevo 
Laredo. Tamps border 

The delays as we all know have been due the problems that the UP/SP merger have incurred in handling 
appropiately this merger to the fact that we as many other companies have been jeopardizing our 
international business because of delays incurred in traffic. 

Our company stronly believes that the UP/SP merger has not given us the opportunity of "altemate 
competition" on rail transportation services to perfonr. thc Uaffic through the mentioned border as the STB 
cnMsioncd when il appro>'ed the UP/SP merger 

Therefore wc kindly request that thc BNSF obt iiiis overhead trackage rights on UP's San Antonio-Laredo 
line, and that also obuin permanent H-directiorial trackage rights on UP's Caldwell-Flatonia-San Antonio 
and Caldwell-Flatonia Placedo lines. in place of temporary trackage rights at present. 

Wc believe that bj approving tiiese UacUge righu. all parUes involved, even the UP/SP will benefit from it 
since they will hardly incur in congestion again, since there will be another company that will compete with 
them and will enforce that both companies become efficient if they want to participate in the market. 

Thanking you in advance for your kindly attention to my request and hoping that my request is approved. 

Sincerely yours. 

Blvd. lsidroi.4)ez # 4^03 
A P. 385 
C P . 25230 
Tel. (84) 11-50 -11 

11-50-10 
Fax. 11-50-50 
Saltillo. Coahulta. 



STB FD-32760 (SUB29) 7-15-98 ID-189847 



MAYER, BROWN & P L A T T 

ERIKA Z. JONES 
OIHECT OlAL ( Z 0 2 ) 7 7 B - 0 1 42 

ejones@mayerbrown jom 

2 0 0 0 P E N N S Y L V A N I A A V E N U E , N.W. 

W A S H I N G T O N , D .C . 2 0 0 0 6 - I 8 8 2 

MAIN TELEPHONE 
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MAIN FAX 
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July 15. 1998 

VIA HAND DELIVERY 

Office of the Secretary 
Surface Transportation Board 
Case Control Unit 
1925 K Street, N.W. 
Washington. DC 20423-0001 

Re: 

_ ^ ENTEBED 
Offlc* of th* 8Mr«t«ry 

JUL 16 1998 
Partol 

Public Rtcord 

Finance Docket No. 32760 (Sub-No. 26 and 29) 

Dear Secretary Williams: ^it?9V4 / 
Enclosed please find the original verification for Dynegy whose verified letter of 

support was filed as part of The Burlington Northern and Santa Fe Railway Company's 
Application foi Additional Remedial Conditions Regarding the Houston/Gulf Coast Area 
on July 8, 1908. 

If you have any questions, please contact me at (202) 778-0342. Thank you. 

Sincerely. 

^^(TntA. I I^K^ 

Erika Z. Jones 

Enclosure 

CHICAGO BERL IN COLOGNE HOUSTON LONDON LOS ANGELES NEW YORK WASHINGTON 

INDEPENDENT MEXICO CITY CORRESPONDENT. JAUREGUI, NAVARRETE. NADER Y ROJAS 

INDEPENDENT PARIS CORRESPONDENT; LAMBERT ARMENIADES & LEE 



Dynegy Inc 
1000 Louisiana Street, Suite 5800 
Houston, Texas 77002 
Phone 713.507.6400 
www.dynegy.com 

The Hononble Vemon A Williams i-v ^ 
Secretary U Y N E G Y 
1925 K Street, NW 
Washington, D C. 20423 

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

Dear Mr. Williams; 

This verified statement is being submitted in support ofthe request of the Burlington Northem and Sa.ita 
Fe Railway Companies (BNSF) request that the Surface Transportation Board establishes neutral switching 
supervision on the Baytown Branch. 

I, Janice Rowland, Rail Operations Siqwrvisor represents Dynegy Inc. (fonnally Warren Petroleum), 
who in Mont Belvieu Texas stores, manufactures, and sells LPG products out of our facility there. We 
have our own fleet of cars plus customers cars that come in and out of our fiicility. We currently handle 
around 800 cars a year. Our Facility is located on the Baytown branch on the tine coming out of Dayton. 
Texas. We have a limited area for trains and rail cars so it is important that the carrier be consistent and 
reliable. 

We foresee a neutral switching operation would Improve the efficiency of operations by reducing the 
congestion ttiat potentially could happen with two carriers switching. Also with a neutral switcher we can 
expect that all the cars will be pulled and we can prioritize with confidence. 

We expect our business at Mount Belvieu to continue to grow in the tuture. The installation of a neutral 
party to supervise switching of the branch would provide a long-term solution to our need of efficient and 
competitive service. 

1 certity under penalty of perjury that thc foregoing statement is true and accurate to the best of my 
belief 

Sincerely, 

'•^^i!Z^i.\A.^ /^ir^^—Yct^cf 

y[i(nice Rowland 
RaL* Operations Supervisor 
Dynegy Inc. 


