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VIA HAND DELIVERY 

Hon. Vernon A. Williams 
Secretary 
Interstate Commerce Commission 
Twelfth Street and Constitution Avenue, NW 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union Pacific 
Control and Merger - Southern Pacific Rail Corp.. et al. 

Dear Mr. Williams: 

Enclosed for filing are an original and 20 copies of UP/SP-22 through UP/SP-
28 inclusive, containing the primary application in this proceeding, including all related 
applications and the Environmental Report. Also enclosed are the voucher for the filing 
fee, twenty unbound copies of the Exhibit 1 map showing the lines of Applicant carriers 
and other Western railroads (as required by 49 C.F.R. § 1180.6(a)(6)), twenty unbound 
copies 01 maps of trackage nghts that UP/SP will convey to BN/Santa Fe and trackage 
rights that BN/San;a Fe will convey to UP/SP as conditions to the merger (as required 
under 49 C.F.R. § 1180.4(g)(1)(i) in connection with the notice of exemption in Finance 
Docket 32760 (Sub-No. 1)), and diskettes with the text of the application in Word Perfect 
version 5.1. 

In order to accommodate printing schedules, Applicants assigned in advance 
the pleading numbers used for these volumes .Applicants have not used, and do not 
intend to use, pleading numbers UP/SP-18 through UP/SP-21. 

Please note that Volume 2 has two versions; one is redacted for the public 
file and the other contains "Highly Confidential" information for filing under seal Each 
version is clearly marked. The Commission is being provided with 20 copies of both 
versions. Applicants have served both versions on parties who are represented by outside 
counsel and have advised that they have complied w »h the terms of the protective order 
entered by the Commission in Decision No. 2. served September 1, 1995. Redacted 
copies of Volume 2 have been served on all otner parties. Applicants will promptly provide 
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C O V I N G T O N S B U R L I N G 

"Hipf-.y Confidential" versions of Volume 2 on request to those individuals who qualify 
unaer the terms of the protective order. Those volumes can be obtained by contacting 
Michael Rosenthal at Covington & Burling, (202) 662-5448. 

Because of the length of the Environmental Report, Applicants have served 
Part 1 (Overview), which provides a comprehensive overview of the Report and its 
conclusions, as well as Parts 2 (Rail Line Segments) and 3 (Rail Yards and Intermodal and 
Automotive Facilities), on all parties required to be served under 49 C.F.R. § 1105 7(b). 
In addition, each state clearinghouse and environmental agency, and each of the pertinent 
federal agencies, has been served with the entire Report. Where a merger-related 
proposed abandonment is proposed, all of the pertinent state officials, and county officials 
of all affected counties, are also being served with Part 4 (Abandonments). Upon request, 
Applicants vwll promptly provide copies of Parts 4, 5 (Construction) and/or 6 (Appendix) to 
any interested party. A letter so advising has been sent to all persons being served with 
the Environmental Report in whole or in part (sea attachment). 

Sincerely, 

Ar/id E. Roach II 

cc: All Parties of Record 

Enclosures 
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Law Departrnem 
UNION PACIFIC RAILROAD COMPANY 

1416 DODGE STREE-
ROOM a3C 

OMAMA NEBRASKA 6 8 ' ' g o o : 
FAX .4021 27I-06-.C 

November 30, 1995 

Re: Finance Docket No 32760, Union Pacific Corp.. et al. --
Control and Mercer - Southern Pacific Rail Corp.. et al. 

On Novembe; 30. 1995. Union Pacific Corpoi-ation, Union Pacific Raiiroad 
Company. Missoun Pacific Railroad Company. Southern Pacific Rai! Corporation, 
Southern PcCific Transportation Company, St. Louis Southwestern Railway Company, 
SPCSL Corp. and The Denver and Rio Grande Western Railroad Company ("the 
Applicants") will be filing an appiication with the Interstate Commerce Commission for 
authonty for Union Pacific to acquire control of Southern Pacific and consolidate UP and 
SP rail operations. The proposed control transaction and rt iated proposed abandonments 
and construction projects involve railroad pronerties in the States of Arizona, Arkansas, 
California, Colorado, Illinois. Iowa. Kansas. Louisiana, Missoun, Nebraska, New Mexico, 
Nevada, Oklahoma. Oregon, Texas, Utah, Washington, Wisconsin and Wyoming, the 
environmental and histonc effects upon which are addressed in an Environmental Report 
that is being submitted to the ICC as part of the application. 

Enclosed are Part 1 (Overviev )̂, Part 2 (Rail Line Segments), and Part 3 (Rail 
Yards and Intermodal and Automotive Facilities) of the Environmental Report. !f you are 
an officia' in a state or county with a proposed abandonment, a copy of Part 4 
(Abandonments) is aiso enclosed Part 4 (Abandonments), Part 5 (Construction) and/or 
Part 6 (Appendix) will be provided promptly to any party requesting them. 
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Applicants are providing the enclosed volume(s), and making available the 
other volumes, so that you may review the information that will form the basis for the ICC's 
independent environmental analysis of this proceeding. If any of the information is 
misleading or incorrect, if you believe that pertinent information is missing, or if you have 
any questions about the ICC's environmental review process, please contact the Section 
of Environmental Analysis ("SEA"), Room 3219, Interstate Commerce Commissio.\ 
Washington, D.C 20423, telephone (202) 927-6211, and refer to Finance Docket 
No. 32760. Because the ICC has adopted an expedited schedule for processing this 
action, your written comments to SEA (with a copy to our representative) would be 
appreciated within three weeks. 

Your comments will be considered by the Commission in evaluating the 
environmental and histonc preservation impacts of the contemplated actions. If there are 
any questions concerning this proposal, please contact our representative directly. 
Applicants' representative m this matter is Thomas E. Greenland, who may be contacted 
by telephone at (402) 271-4634 or by mail at the Union Pacific Law Department Room 
830, 1416 Dodge Street, Omaha, Nebraska 68179. 

Very truly yours. 

Thomas E. Greenland 

Enclosures 

cc: Hon. Vernon A Williams 
All Parties of Record 
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Law Department 
UNION PACIFIC RAILROAD COMPANY 

Ir 
It 
I ! 

'416 DODGE STREET 
ROOM 83C 

OMAHA NEBRASKA 68179 000' 
f-AX (-'.02)271.5610 

November 30, 1995 

Re: Finance Docket No. 32760, Union Pacific Corp.. et al. -
Control and Merger - Southern Pacific Rail Corp.. at al. 

On November 30, 1995, Union Pacific Corporation, Union Pacific Railroad 
Company, Missouri Pacific Railroad Company, Southern Pacific Rail Corporation. 
Southern Pacific Transportation Company, St. Louis Southwestern Railway Company, 
SPCSL Corp. and The Denver and Rio Grande Western Railroad Company ("the 
Applicants") will be filing an application with the interstate Commerce Commission for 
authonty for Union Pacific to acquire control of Southern Pacific and consolidate UP and 
SP rail operations. The proposed control transaction and related proposed abandonments 
and construction projects involve railroad properties in the States of Arizona, Arkansas, 
California. Colorado, Illinois. Iowa. Kansas. Louisiana, Missouri, Nebraska. New Mexico, 
Nevada, Oklahoma, Oregon, Texas, Utah. Washington, Wisconsin and Wyoming, the 
environmental and histonc effects upon which are addressed in an Environmental Report 
that is being submitted to the ICC as part of the application. 

Enclosed are Part 1 (Overview) Part 2 (Rail Line Segments), and Part 3 (Rail 
Yards and Intermodal and Automotive Facilities) of the Environmental Report. If you are 
an official in a state or county with a oroposed abandonment, a copy of Part 4 
(Abandonments) is also enclosed Part 4 [Abandonments), Part 5 (Construction) and/or 
Part P (Appendix) will be provided promptly to any party requesting them. 



Applicants are providing the enclosed volume(s). and making available the 
other volumes, so that you may review the information that will form the basis for the ICC's 
independent environme.ntal analysis of this proceeding If any of the information is 
misleading or incorrect, if you believe that pertinent information is missing, or if you have 
any questions about the ICC's environmental review process, please contact the SectiOii 
of Environmental Analysis ("SEA"), Room 3219, Interstate Commerce Commission, 
Washington, D.C. 20423, telephone (202) 927-621-!, and refer to Finance Docket 
No. 32760. Because the ICC has adopted an expedited schedule for processing this 
action, your written comments to SEA (with a copy to our representative) would be 
appreciated within three weeks. 

Your comments will be considered by the Commission in evaiuatmc- fhe 
environmental and historic presentation impacts of the contemplated actions. If there are 
any questions concerning this proposal, please contact our representative directly. 
Applicants representative m this matter is Thomas E. Greenland, who may be contacted 
by telephone at (402) 271-4634 or by mail at the Union Pacific Law Department, Room 
830, 1416 Dodge Street. Omaha, Nebraska 68179. 

Very truly yours, 

Thomas L Greenland 

Enclosures 

cc: Hon. Vernon A Williams 
Ali Parties of Record 
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Santa Fe The Atchison, Topeka and Santa Fe Railway Company 

Soo Soo Line Railroad Company 

SPMT Southern Pacific Motor Trucking Company 

Southern Pacific SPR and SP 

SP SPT, SSW. SPCSL and DRGW 

SPCSL SPCSL Corp. 

SPR Southern Pacific Raii Corporation 

SPT Southern Pacific Transportation Company 

SSW St. Louis Southwestern Railway Company 

ST&E Stockton Terminal and Eastern Railroad 

TCT 'i exas City Terminal Railway Company 

Trona Trona Railway Company 

TRRA Terminal Railroad Association of St Louis 

Union Pacific UP and UPC 

i 
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UP UPRR and MPRR, including the former CNW 

UPC Union Pacific Corporation 

UPRR Union Pacific Railroad Company 

Utah Railway Utah Railway Company 

WC Wisconsin Central Ltd. 

WP Western Pacific Railroad Company 
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Before The 
INTERSTATE COMMERCE COMMISSION 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

- CONTROL AND MERGER -
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

RAILROAD MERGER APPLICATION 

SECTiof i j jmg 

INTRODUCTION 

UPC, UPRR. MPRR, SPR, SPT, SSW, SPCSL and DRGW,' collectively, 

"Applicants," hereby apply under 49 U.S.C. §§ 11343-45 and the Commission's Raiiroad 

Consolidation Procedures, 49 C.F.R pt. 1180,' for authonzation for the merger of SPR into 

UPRR and the consolidation of the rail operations of UP and SP. 

SECTION 1180.6(a)(1)(i) 

SUMMARY OF TRANSACTION 

The proposed transaction involves the acquisition and exercise of control of 

SPR and its subsidianes, including those which are earners by rail, by UPC and its wholly-

owned subsidiaries, UPRR and MPRR. 

' A table of the abbreviations that are used throughout this application foiiows 
the Master Table cf Contents at the beginning of this volume. 

^ All section references are to Titie 49 of the Code of Federal Rpriyl^ti^ng, 
unless otherwise noted. 



Acqî isition and Merger. UPC, Acquisition (a direct wholly-owned subsidiary 

of UPRR), UPRR and SPR are parties to an Agreement and Flan of Merger dated as of 

August 3, 1995 (the "Merger Agreement").^ A copy of the Merger Agreement (including 

clarifying agreements) is contained in Exhibit 2 in Volume 7 of the application (UP/SP-28). 

Upon the satisfaction of certain conditions, including approval by the Commission, the 

Merger Agreement calls for Acquisition to acquire all the common stock cf SPR, and for 

SPR to be merged with and into UPRR (the "Merger"). As a result of the Merger, the 

separate cf>rporate existence of SPR will cease ar d UPRR will be the surviving 

corpoi ation. 

At this time, it is Applicants' intent to effect the consolidation of the railroad 

operations of UP 5;nd SP through the merger of SPR into UPRR. However, depending 

upon tax. financial and other circumstances prev ailing at the time, this consolidation may 

be effected by othei means, including, for example, the merger of SPR into MPRR or the 

lease of all of SP's properties lo UPRR and'or MPRR. It is also Applicants' present mtent 

to meige SPT, SSW, SPCSL and DRGW into UPRR, although these subsidianes of SPR 

may retain their separate existence for a period of time and it is possible that in lieu of 

such mtjrgers some or all of them will be merged into or their assets leased to, MPRR or 

other means used to accomplish their consolidation into the r erged system. 

Pursuant to the Merger Agreement, Acquisition tendered on August 9, 1995 

for up to 25% of SPR common stock (the "Shares") at $25.00 per share in cash. On 

' At a special meeting of stockholders expected to be held in December 1995, 
the stockholders of SPR will be asked to consider the Merger pursuant to the Merger 
Agreement. 



September 7, 1995, the tender offer was successfully completed for 39,034,471 Shares, 

On September 15, 1995, the Shares accepted for payment under the tender offer were 

purchased by Acquisition for approximately $976 million." These Shares are being held 

in a voting trust pending approval of the Merger by the Commission.^ 

Upon satisfaction of all conditions to the Merger, each of SPR's stockholders 

wiil have the right to submit a request specifying the number cf Shares that such 

stockholder desires to have cor-.̂ erted mto (a) .4065 shares of the common stock of UPC 

per Share, and ,b) the right to roceive $25 00 per Share in cash, without interest. The 

aggregate number of Sharer to be converted into cash consideration at the time of the 

Merger, together with Shares tendered in the tender offer, will be equal as nearly as 

practicable to 40% of all Shares outstanding as of the date immediately prior to the date 

on which the Merger becomes effective. To the extent that SPR stockholders elect in the 

aggregate to receive either cash consideration or stock consideration in excess of such 

proportions, the Merger Agreement requires the cash or stock component to be prorated 

in order to achieve the specified proportions. 

* In Finance Docket No 32761. Union Pacific Corn. - SeQvnti<;i>§ ^p f? " 
("TgndeLj^tter"), Decision served Aug 2 i , 1995, the Commission granted an exemption 
for the issuance of debt secunties to finance the purchase price of these Shares. 

* By letter dated August 24, 1995, the Commissioi staff issued an informal, 
non-binding opinion pursuant to Section 1013 3(a) that the vot.ng trust agreement and the 
arrangements contained therein effectively insulate UPC md its affiliates from any 
violation of the Interstate Commerce Act and the Commission policy cgainst unauthorized 
control of SPR's carrier subsidianes 



GoniOliciatlQ"' of UP and SP Rail Operations. Upon consummation of the 

tran.«;action, UP and SP rail operations wili be consolidated as set forth in the Operating 

Plan (Exhibit 13 in Volume 3 of the application) and elsewhere in the application. 

Settlement With BN/Santa Fe. Applicants have entered into a settlement 

agreement with BN/Santa Fe to presea-e and enhance rail competition. See Section 

1180.6(a)(2)(i), "Effects on Competition," below. Copies of the settlement agreement and 

of a supplemental agreement correcting and clarifying it are attached to the Venfied 

Statement of John H Rebensdorf in this volume of the application. The trackage rights 

and line sales provided for in that agreement are contingent on Commission approva! of 

the primary application herein, and, as agreed in the settlement agreemenl, Applicants are 

respectfully requesting that the terms of the settlement agreement be imposed as a 

condition to such approval. 

Settlement-Related Trackage Rights. Applicants' settlement agreement with 

BN/Santa Fe calls for UP/SP to grant various trackage rights to BN/Santa Fe, and for 

BN/Santa Fe to grant vanous trackage nghts to UP/SP. A notice of exemption for these 

settlement-related trackage nghts is being filed concurrently in Finance Docket No. 32760 

(Sub-No. 1), and appears in Volume 5 of the application (UP/SP-26). 

Settlement-Related Line Sales Pursuant to Applicants' settlement 

agreement with BN/Santa Fe, UP/SP will selj various segments of track lo BN/Santa Fe. 

A petition for exemption for these settlement-related line sales is being filed concurrently 

in Finance Docket No. 32760 (Sub-No. 2), and also appears in Volume 5. 

amaimia«m^m^mxa,,,tamti^ 



Terminal Railroa(js. As a consequence of the proposed transaction. 

Applicants v/\\\ acquire control over five terminal railroads, (a) A&S, which is owned 50 

percent each by MPRR and SSW, (b) CCT, which is owned in equal parts by UPRR, SPT 

and Santa Fe, (c) OURD, which is owned 50 percent each by UPRR and SPT, (d) PTRR, 

ot which UPRR and BN are each 40 percent owners and SPT is a 20 percent owner, and 

(e) PTRC, which is owned 50 percent each by UPRR and SPT. In Finance Docket No. 

32760 (Sub-Nos. 3 through 7), Applicants are petitioning for exemptions for these 

acquisitions of control. These petitions also appear in Volume 5. 

Motor Carrier CQnlrpj. As a result of the proposed transaction. Southern 

Pacific will come under common contiol with Overnite, a wholly-owned suosidiary of UPC, 

and Union Pacific will come under common control with SPMT and PMT, wholly-owned 

motor carrier subsidiaries of SPT. A petition for exemption relating to these common 

control relationships is being filed concurrently herewith in Finance Docket No. 32760 

(Sub-No. 8), and also appears in Volume 5. 

Iena]!mLIl^kagfi.fiisniS. implementation of the settlement agreement will 

require operation by BN/Santa Fe over two segments of terminal track owned by KCS. 

These segments are located in Beaumont, Texas, and Shreveport. Louisiana. The use of 

these terminal facilities by BN/Santa Fe will be practicable and in the public interest, and 

wil! not impair KCS' ability to handle its own business. In Finance Docket No. 32760 (Sub-

No. 9), Applicants^ joined by BN/Santa Fe, are applying under 49 U.S.C. § 11103(a) for 

these terminal trackage rights. This terminal trackage rignts application also appears in 

Volume 5. 



Abandonments- in accordance with Decision No. 3, served September 5, 

1995, Applicants are also submitting in Volume 5 merger-related abandonment 

applications, petitions for exemption, and notices of exemption with respect to seventeen 

MPRR. UPRR, SPT and DRGW lire segments totalling approximately 588 miles. 

Securities The proposed issuance of securities and assumption of 

obligations or liability with respect to securities in connection with the transaction, and 

Applicants' request for a determination that the terms of the merger are fair to stockholders 

of UPC and SPR. are addressed in Section 1180.6{a)(1)(iv), "Nature and Amount of Any 

New Secunties or Other Financial Arrangements," below. 

ConstrgctiQn_PiQjesls. Construction projects to be undertaken in connection 

with the merger, such as siding extensions and connections, are described in the 

Operating Plan (in Volume 3 of the Application) and the Environmental Report (Volume 6). 

None of these projects requires Commission approval. 

The names, business addresses and telephone numbers of Applicants are: 

Union Pacific Corporation 
Martin Tower 
Eighth and Eaton Avenues 
Bethlehem. Pennsylvania 18018 
(610) 861-3200 

Union Pacific Railroad Company 
1416 Dodge Stieet 
Omaha. Nebraska 68179 
(402)271-5000 

Missouri Pacific Railroad Company 
1416 Dodge Street 
Omaha, Nebraska 68179 
(402) 271-5000 

yumsmammm 



SECTION 1180.6(a)(1)(iii) 

PURPOSE 

The purpose of the proposed transaction is to create a Western rail carrier 

that will be far more competitive and efficient, and will be a worthy competitor to BN/Santa 

Fe. The merger vi/ill greatly intensify Western rail competition, as set forth in the Verified 

Statements of Richard B. Peterson, Richard J. Barber, Robert D. VM\g. Richard G. Sharp 

and Richard D. Spero in Volume 2 of the application (UP/SP-23). !t will ensure long-term 

competitive and reliable rail transportation for the customers of UP. .and particularly the 

customers of SP. 

As detailed in the Summary of Benefits Exhibit in Appendix A to this volume, 

total public benefits will be $750.6 million in a normal year, including $583.8 million in 

operating efficiencies and cost savings, $76.0 million in net revenues from diverted traffic, 

and $90.8 million in shipper logistics savings. 

There will be numerous service improvements, as discussed in the Verified 

Statement of Mark J Draper and Dale W. Salzman in this volumie, the Verified Statement 

of R. Bradley King and Michael D. Ongerth in Volume 3 of the application (UP/SP-24), and 

the Operating Plan, also in Volume 3. 

The merged system will have shorter routes, expanded single-line service, 

faster schedules, more frequent and reliable service, and improved equipment supply. 

The merged system will be stronger financially, and will overcome the service problems 

and capital constraints that affect SP, as discussed in the Verified Statements of John T. 

Gray and Lawrence C. Yarberry in this volume 
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SECTION 1180.6(a)f1)(iv) 

NATURE AND AMOUNT OF ANY NEW 
SECURITIES OR QTHER FINANCIAL ARRANGEMENTS 

The purchase by Acquisition ô  25% of SPR's common stock and placement 

of that stock in a voting trust, and the proposed acquisition, upon approval of the primary 

application herein, of all remaining SPR common stock for a combination of UPC common 

stock and cash pursuant to the Merger Agreement, are described in Section 

1180.6(a)(1)(i), "Summary of Transaction," above. 

Effect on Fixed Charges. Borrowings in connection with the purchase by 

Acquisition of the remain .ng common stock of SPR will add modestly to UPC's fixed 

charges. As reflected in the pro forma financial statements (Exhibits 16. 17 and 18, in 

Appendices B, C and D to this volume), UPC will have no difficulty in absorbing these 

additional fixed charges. 

Fairness Determinations. Pursuant to Schwabacher v. United States. 

334 U.S. 192 (1948), Applicants request that the Commission determine that the terms 

provided in the Merger Agreement for the purchase of the common stock of SPR by 

Acquisition are fair to both the stockholders of UPC and the stockholders of SPR. The 

fairness of those terms to UPC shareholders is addressed in the Verified Statement of 

Stephan C. Month in this volume, and their fairness to SPR shareholders is addressed in 

the Verified Statement of James A. Runde in this volume. 

SSW has a small number of minority equity holders, and the Federal 

Railroad Administration also holds certain SSW redeemable preference shares. At this 

time. Applicants are not requesting a fairness determination pursuant to Schwabacher with 



respect to the compensation that might be paid to SSW securityholders in connection with 

a merger of SSW into UPRR or MPRR, because tax and other considerations need to be 

resolved before it can be determined whether such a merger will occur, and if so on what 

terms. Should Applicants determine to carry out such a merger, they will request a finding 

from the Commission regarding the fairness of the terms or a declarp.tjry order that no 

such finding is required. 

Securities Exemptions pr A^jth^-i^^finnc uPC will be required to pay 

approximately .$600 million in additional cash consideration (includmg related fees and 

expenses) to complete the Merger. UPC intends initially to finance such amount through 

(a) the issuance of public or private long-term or short-term borrowings, which may be 

evidenced by securities ("the Debt Secunties"), (b) the issuance of preferred stock or UPC 

common stock (the "Equity Securities") or. (c) the issuance of a combination of Debt 

Securities and Equity Securities. These security issuances may require authorization 

under 49 U.S.C. § 11301 Alternatively, UPC may initially finance the additional cash 

consideration under the Merger with borrowings under one or more new credit or other 

facilities to be established with vanous banks or other parties ana/or certain existing credit 

facilities (the "Credit Facilities") under which the indebtedness borrowed will not be 

evidenced by notes or other secunties subject to 49 U.S.C. § 11301. If the Credit Facilities 

are used initially to finance such amount, borrowings thereunder will be refinanced through 

the issuance of Debt .Securities or Equity Securities or a combination thereof. The 

proceeds from the Debt Securities and./or Equity Securities may also be used to finance 

nterest accrued on the Credit Facilities or the Debt Securities, Based on the amount of 

10 



SPR common stock outstanding on September 30, 1995, UPC will also be required to 

issue approximately 38 million shares of UPC common stock^ in order to pay the stock 

consideration required to complete the Merger (together with the Debt Securities and 

Equity Securities, the "Securities"). 

As indicated m Section 1180.6(a)(1)(i), "Summiary of Transaction," above, 

it is presently contemplated that, in order to consolidate the rail operations of UP and SP, 

SPR, SPT, SSW, SPCSL and DRGW will be merged with and into UPRR, though, as 

noted, a number of other methods of consolidating of these entities into the merged 

system, including the merger of some or all of them into MPRR or the lease of the assets 

or some or all of them, to UPRR or MPRR, may be used. In the event of the merger of any 

of these entities into UPRR or MPRR, UPRR or MPRR will assume or otherwise succeed 

to obligations associated with certain debt securities or obligations related to securities 

then outstanding of said entities, to the extent permitted or required by applicable 

agreements and instruments and provided such obligations are not redeemed or retired 

at that time. As of October 31,1995. SPR had outstanding $375 million in 9.375% Senior 

Notes matunng August 15, 2005. and SPT. SSW, SPCSL and DRGW had outstanding the 

obligations listed in Exhibit 19 in Appendix E to this volume (collectively, the "Assumed 

Obligations"). 

^ In the Merger Agreement. SPR agrees that no more than 158.316.398 shares 
of SPR comn'on stock will be outstandirg al the time of the Merger, if the maximum were 
outstanding, this would result in the issuance of approximately 39 miHion shares of UPC 
corri.Tion stock. 

11 



Although not a carrier, UPC is required to "file applications under 49 U.S.C. 

§§ 11301 and 11302 for those issuances of securities and assumptions of obligations 

which may relate to or affect the activities of carrier i,ubsidiaries."' UPRR, as a carrier, is 

also subiect to such provisions with respect to the issuance of securities and assumption 

of debt obligations. To the extent Commission authorization may be required under 

49 U.S C. § 11301, Applicants are hereby requesting an exemption from such 

requirements for the issuance of the Securities in order to complete the Merger and for the 

assumption of or succession to the Assumed Obligations pursuant to subsidiary mergers 

or similar transactions. In the alternative, Applicants request that the Commission approve 

such issuance of the Secunties and assumption of or succession to the Assumed 

Obligations pursuant to 49 U.S.C. § 11301. 

Under 49 U.S.C § 10505, the Commission is required to exempt a person 

or transaction from regulation where there is a finding that (a) such regulation is not 

necessary to carry out the rail transportation policy of 49 U.S.C. § 10101a, and (b) either 

regulation is net needed to protect shippers from the abuse of market power or the 

transaction is of limited scope. For the reasons set forth below, the .ssuance of the 

Secunties in order to complete the Merger, and the assumption of or sucv,-ission to the 

Assumed Obligations, cleariy satisfy these cnteria. 

' Union Pacific Corp , Union Pacific R.R. & Pacific Rail System. Inc. - Control 
- Missouri Pacific Corp. & Missoun Pacific R.R.. 366 I.C.C. 459, 640 (1982), aff'd in part 
& remanded in part sub, nom. Southern Pacific Transportation Co. v. ICQ. 736 F 2d 708 
(D.C. Cir. 1984), cert, denied. 469 U.S. 1208 (1985). 
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The Commission has previously held that review of the proposed issuance 

of securities to finance the acquisition of a common carrier is not necessary to carry out 

the rail transportation policy. For example, in Finance Docket No. 31000 (Sub-No.1), 

iimaP-Pacific C Q I P ^ - Securitie.-^ Fxempti^n Decision served Dec. 9, 1986 ("Overnite"). 

UPC petitioned the Commission for an exemption for securities to be issued to refinance 

borrowings under certain credit facilities in order to finance the acquisition of Overnite 

Transportation Company, a regulated motor carrier. In applying the first part of 49 U.S.C. 

§ 10505, the Commission concluded: 

"A detailed review of the proposed securities issuances is not 
necessary to carry out the objectives of the rail transportation 
policy. Exemption will minimize the need for Federal 
regulatory control over the rail transportation system and 
ensure the development and continuation of a sound rail 
transportation system." 

Qyemjle, p. 3. This same rationale was applied by the Commission in granting an 

exemption for the issuance of debt securities to finance Acquisition's tender offer for SPR 

Shares, and is equally applicable with respect to the Securities and Assumed Obligations. 

See Tender Offer. Decision sen/ed Aug. 21, 1995, p. 3.® 

Finance Docket No 32679, Union Pacific Corp. - Securities 
Exemption. Decision served Apr. 6. 1995. p 3: Finance Docket No. 32011, Union Pacific 
Corp. - Control -- Skyway Freight Systems. Inc.. Decision served Dec. 18. 1992, p. 5; 
Finance Docket No. 29518 (Sub-No. 1), Midwestern Rail Properties. Inc.. Subsidiary of 
Chicago & North Western Transportation Co - Purchase (Portion) - Chicago. Rock 
Island & Pacific R.R.. Debtor; William M. Gibbons. Trustee Jnes Ir, Mr niescta. Iowa & 
Missouri. Decision served June 20. 1983. p. 27: Finance Docicet No. 30663, Chicago. 
Central & Pacific R.R. -• Purchase (Portion) Trackage Rights & Seciintie.c? Fxf?mptinn 
Decision served Dec. 24, 1985, p. 12; Finance Docket No. 30755, Colorado & Eastern 
R.R. - Secunties Exemption Decision served Dec 13, 1985, p. 1; Finance Docket 
No. 30317, New York. Susquehanna & Western Rv. Pocono Northeast Rv. & IR. Inc. -

(continued...) 
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Each alternate criterion in the second part of 49 U.S.C. § 10505 is also met. 

The request for exemption is being filed as part of an application for approval of the 

common control of the rail carrier subsidiaries of SPR and UPC, and in considering this 

application the Commission will consider the need for protection of shippers. A separate 

analysis of the market impact associated with the issuance of the Securities and 

assumption of or succession to the Assumed Obligations would serve no useful purpose 

and therefore is not needed. Similarly, the issuance of the Securities and assumption of 

or succession to the Assumed Obligations are transactions of limited scope. The issuance 

of Securities will be used solely to pay the cash and stock consideration and related fees 

and expenses required to complete the Merger, while assumption of or the succession to 

the Assumed Obligations is simply the result of consolidating the rail operations of UP and 

SP pursuant to the subsidiary mergers. These securities transactions, in themselves, will 

not relate to or otherwise affect the activities of rail carriers or their competitors or 

customers. 

^(...continued) 
Exemption - 49 U.S.C. 10901. 11301 & 10746. Decision served June 17, 1985, p. 4; 
Finance Docket No. 30662. Gulf & Mississippi R.R. - Securities Exemption. Decision 
served June 13, 1985, p. 2; Finance Docket No. 30629, Staten Island Ry. - Exemption 
Frnm^c^ [J g Q 1Q9Q1: Delaware Otsego Corp. & Staten Island hy. -• Exemption From 
49 U.S.C. 113Q1. Decision sen/ed Apr 12. 1985. p.2; Finance Docket No. 30587, 
Delaware Otsego Corp. - Securities Exemption. Decision served Jan 2, 1985, p. 1; 
Finance Docket No. 30575, Willamette Valley R.R. & Willamina & Grand Ronde R.R. -
Fxgmption From 49 U.S.C. 10901. 11301 & 11343. Decision served Dec 26, 19FI, p, 1; 
Finance Docket No. 30554, Iowa Interstate R.R - Lease & Operate - Exemption 
Decision served Oct 13, 1984, p. 6; Finance Docket No. 30.^^01. Alabama Industnal R.R. --
Securities Exemption. Decision served June 18, 1984, p. 1; Finance Docket No 30471, 
jThiTr^q^ ^ Ngrth Western Transportation Co. - Secunties Exemption. Decision served 
May 14, 1984, p 1. 
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A similar rationale was adopted by the Commission in Overnite, p. 3, as 

follows: 

"Securities issuances, standing alone, do not result in an 
abuse of market power. Although the secunties will be used 
to facilitate the acquisition by UPC of control of Overnite, the 
issuance of the securities, as opposed to the underlying 
transaction, coulo not have the potential effect of placing the 
involved carriers in a position where they could exercise 
greater market power vis-a-vis the shippers they serve. 
Having found that there wil! be no abuse of market power 
resulting from the securities issuances, we ate relieved fr^m 
the necessity of considering the scope of the issuances. 
Nevertheless, we find that the securities issuances are limited 
in scope since they are but a single action designed solely to 
facilitate the control transaction." 

The Commission employed the same reasoning in granting an exemption for the financing 

of Acquisition's tender offer for 25% of SPR's common stock, and there is no reason to 

depart from this approach in con.sidering the exemption requested herein. Tender Offer. 

p. 3.̂  

^ See also Finance Docket No. 32679. Union Pacific Ccp- -- Securities 
Exemption. Decision served Apr. 6, 1995. p. 3; Finance Docket fvlo. 32011. Union Pacific 
Corp. - Control -- Skyway Freight Systems. Inc.. Decision served Dec. 18, 1982, at p. 5; 
Finance Docket No. 30755, Colorado Eastern R.R. - Secunties Exemption. Decision 
served Dec. 13, 1985. p. 1; Finance Docket No. 30317, New York. Susnuehanna & 
Western Ry.. Pocono Northeast Ry.. & IR. Inc. - Exemption - 49 U.S.C. 10901. 11301. 
& 10746. Decision sea'ed June 17. 1985, p. 4; Finance Docket No. 30662, Gulf & 
Mississippi R.R. " Securities Exemption, Decision served June 13, 1985, p. 2; Finance 
Docket No. 30614, Wisconsin & Southern R.R. - Exemption From 49 U.S.C. 11301. 
Decision served May 2, 1985, p. 2; Finance Docket No. 30629, Staten Island Ry. -
Exemption. From 49 U.S.C 1Q9Q1; Delaware Otseao Corp. & Staten Isla^.i Ry. -
Exemption From 49 U.S.C 11301. Decision served Apnl 12. 1985. p. 2; Finance Docket 
No. 30587, Delaware Otsego Corp. - Secunties Exemption. Decision served Jan. 2, 1985, 
p. 1: Finance Docket No. 30575 Willamette Valley R.R. & Willamina & Grand Ronde R.P. 
- Exomption From 49 U.S.C. 10901. 111301 & 11343. Decision served Dec. 26, 1984, 
p. 1. 
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In the alternative, if an exemption from the requirements of 49 U.S.C. 

§ 11301 is not granted, the Commission should authorize the issuance of the Securities 

and tfie assumption of or succession to the Assumied Obligations. Because the issuance 

of the Securities and the assumption of or succession to the Assumed Obligations will be 

directly related to the primar/ application, the information supporting approval of this 

request is set forth herein. Si^e49 C.F.R. § 1175.1(b). 

Issuance of the Securities is required in order to complete the Merger, and 

assumption of or succession to the Assumed Obligations will merely be a result of effecting 

the related subsidiary mergers in order to consolidate the rail operations of UP and SP. 

The information set forth in this application demonstrates that such issuance and 

succession to obi' ations is for a lawful object within the corporate purposes of UPRR and 

UPC and reasonably appropnate for those purposes; is compatible with the public interest; 

is appropriate for and consistent with the proper performance of service to the public as 

common carriers by all the earners involved; and will not impair the financial ability of any 

such carrier to provide such service. All requirements for approval under 49 U.S.C. 

§ 11301 are thus met. Similar requests have been granted in prior control proceedings.'" 

Applicants therefore request that the Commission make the appropriate statutory findings 

and grant such approval to the full extent required. 

'° See> SM.- Finance Docket No. 32549, Burlington Northern, Inc. & Buriington 
Northern R.R. - Control & Merger - Santa Fe Pacific Corp. & Atchison. Topeka & Santa 
Fe Ry.. Decision served Aug 23, 1995, p. 106; Union Pacific Coip.. Union Pacific R.R. & 
Missoun Pacific R.R. - Control -- Missoun-Kansas-Texg.'? R R 4 I.C.C.2d 409, 517-18 
(1988). 
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;TION iiaM(al!.2) 

PUBLIC INTEREST JUSriFICATIONS 

The proposed transaction, v/hich is endorsee' by over 1,300 parties, including 

1,066 shippers, over 200 public officials, and nearly 100 shortline railroads, is clearly in 

the public interest. Ouantified public benefits will be in exco,ss of $750 million per year. 

The merger will greatly intensify rail competition for shippers throughout the West, and SP 

shippers will also gain the assurance of long-term, high-quality rai- service. The lail mode 

will become more competitive against truck and water carrieis. rail customers will 

penetrate new markets, economic activity will increase, and resourc;;s will be used more 

efficiently. 

SECTION 118Q.6(a)(2)ia 

•EFF££IS_QN C0MP.EIII1QN 

The UP/SP merger, together with the settlement agreement with BN/Santa 

Fe, will greatly intensify rail competition in the West. The merger will yield shorter routes, 

expanded single-line service, greater capacity, better equipment supply, faster anj more 

reliable service, and lower costs - all of which will enhance the competitiveness o* the 

merged system. A merged UP/SP will be able to provide genuine competition to BN/San»a 

Fe, which is much larger than either UP or SP and has better routes and greater 

competitivo capabilities in many key markets. Also, the merger will Increase the 

competitiveness of rail services for SP customers by overcoming SP's service problems 

and capital constraints and providing an assurance of long-term, high-quality rail service 

for those customers. The settlement will strengthen competition still further by providing 
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for all customers served by only UP and SP today two stronger competitors than they have 

now, and by creating entirely new competition in such important markets as the 1-5 

Corridor between Seattle and Los Angeles. 

The effects of the merger and the settlement on competition are addressed 

by a number of witnesses. Perhaps the strongest evidence of all comes from the more 

thar 1,000 shippers who strongly endorse the merger, stressing that it will bring about 

genuine, vigorous rail competition in the West and rectify the impaired competitive 

circumstance prv^sented by a very strong BN/Santa Fe competing with a less competitive 

UP anc! a weak SP. Those statements appear in Volume 4, Parts 1 through 4 of the 

appiication (UP/SP-25). 

Richard B. Peterson and Richard J Barber, whose statements are in 

Volume 2 of the application (UP/SF-23), provide comprehensive analyses of the 

competitive issues, examining the marv ways in which competition will be enhanced 

(through shorter routes, new single-line service, overcoming bottlenecks, greater capital 

investment, lower costs, etc.), and showing that competition will be stronger )or shippers 

in every state served by UP or SP, for traffic to and from Canada and Mexico, for every 

major commodity group handled by the merging railroads, and in every rail corridor in 

which the merging railroads operate. 

These witnesses show that competition will be stronger for both "2-to-r 

shippers (shippers who now have rail service from UP and SP and no other rai'road, and 

will be served by BN/Santa Fe under the settlement agreement), and all other shippers, 

including in particular those who go from three serving railroads to two as a result of the 
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merger. With respect to the latter shippers, Mr. Peterson and Mr. Barber explain why 

competition between UP/SP and BN/Santa Fe, two financially-sound ra'l systems with 

comprehensive coverage of the West, will be much stronger than competiiion among a 

powerful BN/Santa Fe, a smaller UP, and a weak SP that will become even weai-er relative 

to its two competitors lO the years to come. Mr. Peterson reviews every locatitn where 

shippers wil! go fron: three rail options to two, and shows that such traffic is a small fi action 

of all Western rail traffic and that for most of it SP is either not a competitor at all or is a 

weak competitor. Mr. Barber and Mr, Peterson also explain why two strong rail systems 

with wide networks v, compete intensely, and Mr. Peterson documents numerous 

examples that make this clear, including the competition for coal traffic in the Powder River 

Basin of Wyoming, competition for Seattle-Chicago intermodal traffic, and sharp rate 

declines in markets that went from three railroads to two following the merger of UP and 

MKT in 1988. Professor Robert G. Wiilig, whose statement is m Volume 2, extensively 

addresses the "3-to 2" issue as well, shovving that "3 to-2" shippers will benefit from 

stronger competition and that there is no risk of "collusion" between UP/SP and BN/Santa 

Fe. 

In addition, Mr, Peterson -̂ nd Mr. Barber address source competition. They 

shew that the merger will increase source competition, and that there is no basis for 

concern about any harmful loss of source competition for any commodity. Each of these 

witnesses gives extensive attention to Guif Coast chemicals, and finds that shippers of 

those products will enjoy improved sen/ice and equipment supply as a result of the merger, 

and that their traffic will continue to be subject to intense competition Richard D. Spero. 
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whose statement is in Volume 2, also addresses competitive impacts on chemicals traffic, 

and Richard F. Sharp, whose statement is aiso in Volume 2, addresses competitive 

impacts on coal traffic. 

The settlement agreement with BN/Santa Fe is addressed by Mr. Peterson, 

and also by John H. Rebensdorf. whose statement is in this volume. Mr. Rebensdorf 

describes the vigorous negotiations that ied to the agreement, and explains how its 

compensation and service terms will ensure strong competition. A copy of the settlement 

agreement is attacî .ed to Mr. Rebensdorf's statemient. 

Under the settlement agreement, UP/SP will grant trackage rights to 

BN'Santa Fe over a total of 3,968 miles of UP and SP track and sell 330 miles of track to 

BN/Santa Fe, and BN/Santa Fe will grant trackage rights to UP/SP over 376 miles of 

BN'Santa Fe track. Every "2-to-1" shipper will be served by BN/Santa Fe, and additional 

competition will be introduced at numerous points BN'Santa Fe will gain comoetitive 

access to well over $1 billion in traffic. 

Briefly, the settlement agreement contains the following provisions: 

West Coast-lntermountain 

• BN/Santa Fe will operate over SP and UP lines between Denver, Colorado, 

and Oakland, California, thereby gaming a through Central Corridor route. BN/Santa Fe 

wil! serve Provo, Salt Lake City. Ogden, Reno, and various other points in Utah and 

Nevada BN/Santa Fe will operate over both UP's "Feather River" iine and SP's Donner 

Pass iine. 
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BN/Santa Fe <yvill purchase UP's "Inside Gateway" line in Northern California 

between Keddie and Bieber, linking its Oregon lines with its California networt< and 

producing a second truck-competitive single-line route in the 1-5 Corridor between Seattle 

and Los Angeles. 

BN/Santa Fe will sen/e the Oakland-San Jose area via UP trackage rights. 

• BN/Santa Fe will improve its access to the Port of Oakland over SP trackage 

rights. 

• UP/SP will work with BN'Santa Fe to assure uninterrupted rail service to the 

Ports of Long Beach and Los Angeles while the Alameda Corridor project is constructed. 

• UP/SP will have trackage rights in Oregon over BN/Santa Fe between Bend 

and Chemult, Oregon, to connect Eastern Oregon and Washington directly with SP's line 

to California. 

• UP'SP will gain overhead trackage rigi-.̂ s over BN/Santa Fe s Mojave to 

Barstow, California, line, shortening UP/SP's route from the Bakersfield/Mojave area to 

Utah. 

• BN/Santa Fe will enter into a proportional rate agreement with UP/SP over 

the Portland gateway which will allow UP/SP to compete with BN/Santa Fe on business 

originating or terminating at BN/Santa Fe points and junctions in an area extending from 

Western Montana and Canada to the Columbia River, and destined to or originating in an 

area extending from Oregon to West Texas 
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Texas-LouiRi^n^ 

• BN/Santa Fe will operate over UP's line between Houston and Brownsville, 

Texas. 

• BN/Santa Fe will be granted trackage rights on SP's line between Houston 

and Iowa Jct., Louisiana, near Lake Charies. The remaining SP line east from Iowa Jct. 

to Avondale, Louisiana, near New Orleans, wili be sold to BN/Santa Fe, with UP/SP 

retaining full trackage rights. This will give BN/Santa Fe a through route between Houston 

and New Orleans, and will provide two-raiiroad competition to shippers on the Southern 

Louisiana line that are now exclusively served by SP. 

• BN/Santa Fe will gam access to major petrochemical plants at Mont Belvieu, 

Baytown, Amelia and Orange, Texas. 

• BN'Santa Fe will operate over various UP and SP lines in Texas, including 

San Antonio-Sealy, San Antonio-Eagle Pass, Taylor-Round Rock and Waco-Tayior-

Smithville. 

• UP will sell its Dalias-Waxahachie line to BN/Santa Fe, retaining exclusive 

rights to serve on-line customers. 

Houston-Memphis 

• BN/Santa Fe will operate over SP's line between Houston and Fair Oaks, 

Arkansas, and over UP's line between Fair Oaks and Memphis. Tennessee This will give 

BN/Santa Fe a direct through route between Houston and Memphis. 
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Access 

BN/'Santa Fe will grar t UP/SP improved access to the BN/Santa Fe Chicago-

Kansas City line at points west of Chicago, and to dock and port facilities in Portland, 

Seattle and Superior, Wisconsin. 

The various rights under tho settlement agreement are depicted on Map #2 

to Mr. Peterson's statement, in the map pocket in Volume 2 of the application. 

SECTION 1180.6(aU2Uii) 

FINANCIAL CONSIDERATION; 
TRAFFIC. REVENUE AND EARNINGS INCREASES: OPERATING ECONOMIES 

Financial Consideration. See Section 1180.6(a)(1)(iv). "Nature and Amount 

of Any New Securities or Other Financial Arrangements," above. 

Increases in Traffic, Revenues and Earnings. As shown in the Summary of 

Benefits Exhibit in Appendix A to this volume. Applicants expect annual benefits, in a 

normial year, of $659,8 million, as a result of new traffic ($76.0 million) and efficiencies and 

cost reductions ($583.8 m.illion). Applicants also calculated annual shipper logistics 

savings of $90.8 million, which, as discussed in the Verified Statement of Paul O. Roberts 

in this volume, represents only a small part of the benefits to shippers from the merger. 

The figure of $76.0 million for additional net earnings from new traffic reflects 

gross revenues from the traffic less the costs of handling it. Additional traffic would be 

attracted to the merged system by its improved service, faster schedules, new tram 

services, expanded smgle-ime service, and lower costs. Mr. Peterson, whose verified 

statement is in Volume 2 of the application (UP/SP-23), conducted a Traffic Study that 

evaluated traffic gams from all sources other than diversions of dry van truck traffic to 
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UP/SP intermodal service, and Mr. Peterson also evaluater" iraffic losses to BN/Santa Fe 

under the settlement. Truck-to-UP/SP-intermodal diversions were evaluated by Messrs. 

Ainsworth and Roberts, whose statements are in this volume. 

The traffic gains projected by Mr. Peterson have a number of elements. First, 

as a result of its expanded single-line service, the merged system will secure extended 

hauls on traffic accouni;ing for $90.5 million in annual gross revenues. Second, the 

merged system will gain intermodal traffic frcm other railroads accounting for $177.9 

million in annual gross revenues. Third, the merged system will gain, through additional 

new marketing opportunities, traffic accounting tor $241.7 million in annual gross 

revenues; these new marketing opportunities include carload traffic moving on other 

railroads ($80.2 million), traffic moving by truck ($65.9 million), traffic moving by water 

($32.2 million), and traffic that will newly move as a result of the improved service of the 

merged system ( g ^ , additiona, export coal to Pacific Rim countries) ($63.4 million). 

Messrs. Ainsworth and Roberts, using their respective methodologies, 

analyzed flows of dry van truck traffic that will be diverted from truck to UP/SP intermodal 

service in corridors where the merger will res:ult in intermodal service improvements. Their 

joint estimate was that the merged system, by improved service, faster schedules, new 

tram services, terminal synergies and lower costs, would divert traffic accounting for 

$158.1 million in annual gross revenues. 

Offsetting these gams are projected losses to BN/Santa Fe as a result of the 

nghts granted by UP/SP to BN Santa Fe in the settlement. Mr. Peterson determined that 

these losses would total $444.5 million in annual gross revenues. 
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Economies to be Effected in Operations. The merger will result in $583 8 

million in annual gains from efficiencies and cost reductions. The various steps that will 

be taken to consolidate and coordinate the operations of Applicant carriers and produce 

these cost savings are set forth in detail in the Operating Plan (Exhibit 13) in Volume 3 of 

the application (UP/SP-24), and discussed in the verified statement of Messrs. King and 

Ongerth in that volume. This Plan contemplates that UP and SP will (a) streamline and 

consolidate operations at their major common terminals; (b) combine terminal and station 

facilities at a number of common points; (c) establish new blocks and new trains to improve 

service and efficiency; and (d) pursue numerous coordinations and consolidations of 

transportation, mechanical, engineering, information, purchasing, customer service, and 

other operating and marketing functions and activities. In addition, traffic will be handled 

more efficiently, in many instances by using shorter, faster routes. The combined car fleet 

will be managed on a coordinated basis to reduce empty movements and improve 

equipment utilization. Economies will also be achieved in the Applicant earners' 

administrative functions. In particular, SP departments wiil be combined with their UP 

counterpart departments, thus permitting more efficient utilization of existing personnel and 

making possible a reduction in overall staff and office space. See Section 1180.6(a)(2)(iv). 

"Effect on Adequacy of Transportation." below. 
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SECTION 1180.6(aH?)("i) 

EEEECrOFlNCREASE IN TOTAL FIXED CHARGES 

With respect to the effect on fixed charges of borrowings in connection with 

Acquisition's purchase of all remaining SPR stock, see Section 1180.6(a)(1)(iv), "Nature 

and Amouni of Any New Securities or Other Financial Arrangements," above. 

The consolidation of UP and SP operations will require capital expenditures 

for vannus purposes, including, among other things, the upgrading of lines and yards and 

the construction of new faci' ties, connections and sidings. The increase in net traffic 

revenues and the efficiencies that will be realized by the consolidated system will offset 

the costs of these investments, and the merged system will have no difficulty in financing 

them, as reflected in the pro for.ma financial statements. Exhibits 16, 17 and 18 in 

Appendices B. C and D in this volume. The consolidated system will have much better 

coverage of its fixed charges than SP has, or can be expected for the foreseeable future 

to have, standing alone. 

SECTION 118Q.e(a)(2)(,iv.} 

E E F E C I J Q N ADEQUACY OF TRANSPORTATION 

The proposed transaction will improve the adequacy of rail transportation 

service to the public. The transaction will provide shippers faster, more reliable and more 

effiaent service that will tie more responsive to their needs. The expanded rail system will 

be able to offer its customers, and particularly SP shippers, important sen.'ice benefits that 

the merging railroads cannot provide as mdependent earners. Shippers will realize these 

ser\'ice benefits as a result of both the improved marketing capabilities and the improved 
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operating capabilities of the consolidated system. The consolidation will also ensure the 

long-term provision of high-quality service to SP shippers. 

The UP/SP merger will provide more significant opportunities to improve 

service quality, reliability and efficiency than any rail merger proposed since the Staggers 

Act. A General Motors executive was quoted recently as calling for "quantum-leap 

improvements" in rail service and transit time. The UP/SP merger will be a quantum leap 

towR.d eliminating delays, imiproving reliability (especially on SP routes), and addressing 

congestion that impairs service today on both railroads. On some routes, service will be 

considerably faster. On some, it will be more frequent. On virtually every route, it will be 

more reliable. A primary objective of those who developed the UP/SP Operating Plan 

(Exhibit 13) was to coordinate routes, facilities, equipment and work forces sc that UP/SP 

can do more for its customers more efficiently and on time. Specifically, the Operating 

Plan calls for: 

New and Improved Routes UP/SP will combine routes of the two companies 

to create new through routes, coordinate routes to provide faster and more reliable service, 

and upgrade routes to eliminate existing restraints on service quality. For example, Santa 

Fe has for years set the service standard, particularly for time-sensitive traffic, between 

Chicago and California, and the BN/Santa Fe merger created new single-line routes 

between the West Coast and St. Louis, Memphis and other points. UP and SP are 

handicapped in many corridors by route circuity and, in the case of SP, capital constraints. 

By combining and upgrading routes, UP/SP will be very competitive in every Western 

corridor. 
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The UP/SP combined route between Chicago and Oakland will be the new 

service leader. By spending more than $300 million on upgrades and capacity increases, 

UP/SP will have a faster, more competitive route between Chicago and Los Angeles. UP 

and SP will combine the UP line east of El Paso with the SP line west of El Paso, and 

invest several hundred million dollars, to create a new high-speed route from Memphis 

through Dallas/Fort Worth to the West Coast. UP and SP wil! form the first direct single-

line rail route ever between Seattle and Los Angeles, and have agreed to grant BN/Santa 

Fe the rights necessary to create the second such route. UP and SP will combine their 

lines to provide competitive service between Chicago and points such as Salina, Wichita 

and Oklahoma City. The settlement with BN/Santa Fe gives it a new and fast route from 

New Ol leans to Houston, San Antonio and California. 

Many UP/SP route modifications will improve reliability and reduce 

congestion. UP/SP will institute directional running on parallel routes in Arkansas and 

Texas. By running most tra:ns south on SP lines and most trains north on UP lines, UP/SP 

will avoid hundreds of train meets every day, save huge amounts of transit time, and speed 

operations. Between New Orieans ano Houston, and between Houston and San Antonio, 

slower trains wiil take one route and faster trains another so that both will run faster and 

more reliably. UP/SP will assign most intermodal traffic to one Chicago-Southern 

California route and most manifest traffic to another, in^proving the handling of both. By 

using more direct routes and creating new routes that avoid congestion points, such as a 

bypass that avoids Kansas City, UP/SP will use capacity more efficiently and reduce 

delays. 
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UP/SP routes witl be shorter than UP or SP rcutes. Many major mileage 

reductions will come from combining parts of UP and SP routes to create a new route that 

is muci. shorter than either railroad's present route. These include: 

reduction in SP's mileage between Oakland and Chicago by 388 miles, and 
in UP's by 189 miles; 

reduction in SP's mileage between Los Angeles and Dallas by 233 miles, 
and in UP's by 999 miles; 

reduction in SP's mileage between Los Angeles and Memphis by 283 miles, 
and in UP's by 580 miles; 

reduction in SP's mileage between Oakland and Dallas by 283 miles, and in 
UP's by 733 miles; 

reduction in SP's r îileage between Oakland and Memphis by 233 miles, and 
in UP's by 315 miles; 

reduction in SP's mileage between Portland and Dallas by 497 mites, and in 
UP's by 249 miles; 

reduction in UP's mileage between Seattle and Dallas by 249 n:iles; 

reduction in SP's mileage between Portland and Houston by 262 n-.ites, and 
in UP's by 249 miles; 

reduction in UP's mileage betwaen Seattle and Houston by 249 miles; 

reduction in SP's mileage between Portland and New Orieans by 353 miles, 
and in UP's by 171 miles; 

reduction in UP's mileage between Seattle and New Orleans by 171 miles; 

reduction in SP's mileage between Denver and New Orleans by 115 miles, 
ar.d in UP's by 367 miles: 

reduction in UP's mileage between Seattle and Oakland by 1,079 miles; 

reduction in UP's mileage between Seattle aod Los Angeles by 566 miles, 

reduction in UP's mileage between Spokane and Oakland by 781 miles; and 
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• reduction in UP's mileage belvveen Spokane and Los Angeles by 311 miles. 

In addition, in many other important corridors, UP and SP both have routes 

and the route of one of the merging railroads is much longer than the route of the other. 

With the UP/SP merger, shippers now using the circuitous route in these corndors will 

enjoy substantial mileage savings for their traffic, and the combined system will be able 

to offer bener service an> compete more effectively. The following table from Mr. 

Peterson's statement shows some of these mileage savings: 

MILEAGE SAVINGS WHERE UP OR SP ROUTE IS CIRCU'TOUS 

Corridor UP Miles SP Miles Sa.Ylnys 

SP ROUTE SHORTER THAN UP ROUTE 

Los Angeles-Kansas City 1,914 1,752 162 
Los Angeles-St Louis 2,199 2,037 162 
Los Angeles-Houston 2,692 1.635 1,057 
Los Angeles-New Orleans 2,870 1.981 889 
Oakland-Salt Lake City 932 815 117 
Oakland-Denver 1.544 1.382 162 
Oakland-Houston 2,851 2,059 792 
Oakland-New Orleans 3.029 2.406 623 
Denver-Houston 1,513 1,073 440 
Denver-Dallas 1,280 840 440 
Portland-Oakland 1.830 741 1,089 
Portland-Los Angeles 1,671 1,095 576 
Oakland-Los Angeles 1,689 467 1,222 
Chicago-Kansas City 576 466 110 

UP ROUTE SHORTER THAN SP ROUTE 

Los Angeles-Denver 1,385 1,742 357 
Los Angeles-Salt Lake City 782 1.170 388 
Salt Lake City-Chicago 1,472 1,656 184 
Portland-Chicago 2,233 2,999 766 
Chicago-New Orleans 1.106 1,454 348 
Portland-Kansas City 1.893 2,557 664 
Kansas City-Dallas 545 646 101 
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CcrriciQr UP Miles SP Miles Savings 

Kansas City-New Orleans 956 1,203 247 
Portland-St. Louis 2.178 2,842 664 
Portland-Memphis 2,512 3,235 723 
St. Louis-New Orieans 844 1,170 326 
Portland-Denver 1,364 1,919 555 
Memphis-New Orleans 612 903 291 
Dallas-New Orleans 489 603 114 

Reduced Terminal Delay The UP/SP merger will improve operations 

through terminals and avoid delay m numerous ways. First, by combining UP and SP 

yards at virtually all common points, UP/SP will eliminate time-consuming interchanges 

that today delay more than 300,000 shipments annually. Applicants expect to save 24 

hours per shipment, with similar savings for empty cars. Second, by combining traffic 

volumes into new trains and new blocks that will operate further without en route switching. 

thousands of shipments daily will be speeded toward their destinations. These include 

shipments that SP now switches in St. Louis, which wiil instead nx)ve on run-through trains 

or in through blocks to Cincinnati (CSX), Detroit (NS), Indianapolis (Conrail), Columbus 

(Conrail), Bellevue, Ohio (NS). Pittsburgh (Conrail), and Albany (Conrail), among other 

points. Further south, UP/SP wilt create new run-through trains and blocks for numerous 

points throughout the Southeast, avoiding en route switching for most UP and all SP 

shipments. On the UP/SP system, through trains and blocks will run around terminals 

traditionally used for switching, such as Houston, North Platte, Little Rock. Pine Bluff and 

Kansas City. 

Terminal operations will also be improved through coordinated operations 

and capital investments across the system With directional running on UP and SP tracks 
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in Arkansas, the nuge UP hump yard in North Uttle Rock and the big SP hump yard in Pine 

Bluff will be used al.most entirely for directional blocking, thereby employing the combined 

yard capacitv far more efficiently. SP's Armourdale Yard in Kansas Citv, which is barely 

adequate for the traffic it now handles, will be converted intc a large new intermodal facility 

and a staging facility for bulk trains, reducing Kansas City congestion and improving 

service. UP/SP wili construct a new intermodal facility in the "Inland Empire," the growing 

east end of the Los Angeles Basin. Intermodal facilities will be expanded in Los Angeles, 

Portland, Oakland and a number of other cities. Freight yards will be combined, improved 

and coordinated across the UP/SP system. 

More Reliable Service. Each of the new and improved routes and 

improvements in terminal operations described above will improve the reliability of UP/SP 

service compared to today's UP and SP services. Reliability will also be enhanced in a 

number of other ways. UP's state-of-the-art Transportation Control System will be 

expanded to include SP terntory, which today lacks the essential technological support 

needed for fully reliable, scheduled operations. UP's computerized train dispatching 

system and its ATC3 system, which permits customer service representatives to transmit 

customer service requests to crews cn moving trains on a real-tirne basis, will be expanded 

to cover SP lines. A major improvement m reliability will result from UP/SP's ability to shift 

traffic from one route to another so that essential track maintenance can be carried ou* 

without stopping the trains or stopping the track workers. A combination of technological 

support, access to capital, UP mamtenance standards, and improved routes will bring the 

reliability of SP service, which has suffered in recent years, to a much higher level. 
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Improved Eouipment Utilization and Avgilatiility Faster movement of traffic, 

through both improvements in terminal operations and the shifting of traffic to different 

routes, is only one of a number of ways in which UP and SP will be able to make more 

efficient use c' their equipment for the ultimate benent shippers and the pubiic. 

Following con.u.idation, UP's and SP's cars will constitute a common fleet So long as 

they remain on the UP/SP system, they will not be constrained by car service rules and 

directives, which often limit the use of empty cars, or by car-hire concerns, which cause 

railroads tc use freight cars inefficiently. The merged system will be able to reposition UP 

equipment efficiently between the Los Angeles Basin and the San Francisco Bay area, 

between California and the Pacific Northwest, and between California and Texas, and to 

reposition SP equipment to UP points such as Seattle/Tacoma. By exploiting the differing 

seasonal equipment usage patterns of the UP and SP systems, the merged system will get 

much more use out oi all its cars - the equivalent of acquiring a larger *ieet. 

Savings From Facility Consolidations and Lower Overhead?- The merged 

system will be able to realize large savings oy consolidating yards and functions at 

Stockton, Denver, El Paso, Beaumont, Shreveport. Fort Worth and other points. 

Maintenance and repair of locomotives and cars will be consolidated and streamlined. 

Substantial savings will come from eliminating duplicative staff and duplicative accounting, 

dispatching and custcnrier service systems, and by improving the productivity of activities 

in these areas. Still further savings will be realized from bulk purchasing and application 

on the entire combined system of UP's more effective procurement practices. 
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More, and More Productive, Capital Investments. The comt-med UP/SP 

system will be able to target its available capital at investments that will maximize service 

and competitive benefits. Today, each system, and particularly SP, faces tight capital 

constraints. Merger with UP will give SP access to the capital it vitally needs to improve 

the quality of service to its shippers. Combining the two railroads will allow each marginal 

dollar of capital to be used in a way that yields far more in terms of capacity and efficiency. 

Existing assets will be used more efficiently, freeing capital for upgrading crucial lines such 

as SP's Tucumcan line, UP's Fort Worth-El Paso line, and SP's El Paso-Colton route 

across the Southern Corridor. More capital can also be directed to building facilities that 

are needed for entry into new markets, such as the new "Inland Empire" intermoda. .acility 

in Southern California that will allow the combined system to compete for less-than-

truckload ("LTL") freight and other expedited intermodal traffic. 

SECTION 1180.6(a)(2^(v) 

EFFECT ON EMPLOYEES 

The proposed transaction will result in creation, abolition or transfer of 

numerous positions on UP and SP Overall, the impact of the consolidation will be ô add 

1,522 positions, eliminate 4,909 positions, and transfer 2,132 positions. The specific 

impacts are shown in the Labor Impact Exhibit In addition, as explained in the Appendix 

to the Labor Impact Exhibit, certain dispatching, clerical ano non-agreement positions, in 

Denver, Omaha and St. Louis may be transferred, but no decision has yet been made 

regarding those transfers. 

34 



Applicants are unable to quantify employment effects if the merger were to 

be disapproved. But it is clear that without the merger, employees of both earners will be 

adversely affected as the new BN/Santa Fe system succeeds in attracting traffic from UP 

and SP. SP employees may also be adversely affected because of SP's limited access 

to capital and the difficulty of maintaining the full scope of its present services in the face 

of the stronger competition from BN/Santa Fe. Over the long term, the merged system's 

financial stability, improved routes, greater efficiency and enhanced ability to compete 

against BN/Santa Fe offers the best protection for employees and the greatest prospect 

of increased employment. 

Agreement employees whose positions are adversely affected by the 

consolidation will be expected first to exercise their seniority rights. Where appropriate, 

adversely affected employees will be entitled to labor protective conditions under 

applicable law. For purposes ot evaluating the financial effects of the merger. Applicants 

assumed that New York Dock and other applicable precedents wculd apply, and that 

employees wouid receive payments on a basis similar to UP's experience in recent 

consolidation proceedings. No employees of Applicants' motor carrier affiliates wi!! be 

adversely affected by the consolidation, and such employees should not be granted labor 

protection in any event. As of the date of ihis application, no employee protection 

agreements have been reached with applicable labor organizatior,3. 

35 



SECTION 11 ftp 6(fl)fg)(^ î̂  

EFF£CIX:FJNa.USlON OF OTHER RAl| RQAI??? 

The inclusion of other railroads in the proposed transaction is not 

contemplated and would not be in the public interest. As shown in the Verified Statement 

of Richard B. Peterson in Volume 2 of the Application (UP/SP-23), the proposed 

transaction will result in only modest losses of freight revenues by other railroads. Since 

these revenue losses wil! be o.iset by cost reductions, the net revenue impact on affected 

railroads will be even smaller. In no instance will essential services of any railroad be 

threatened. 

OTHER SUPPORTING STAT&MFNTg 

Other supporting statements are the statements of (a) shippers, (b) public 

offiaals, (c) shortline railroads, (d) vanous officers of Applicants, and (e) expert witnesses. 

Support statements have been submitted by over 1,300 parties. Statements by 1,066 

supporting shippers appear in Volume 4, Parts 1 through 4, of the application (UP/SP-25). 

Volume 4, Part 5, contains support statements from more than 200 pubiic officials, together 

with 41 support statements from shortlme railroad firms representing nearly 100 shortlines. 

The statements of Applicants' officers and expert witnesses appear in this volume and in 

Volumes 2 (UP/SP-23) and 3 (UP/SP-24) of the Application. Venfied statements in support 

of merger-related abandonments appear m Volume 5. 
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SECTION 11 ftn 

QpjmQm^EsmmEL 
The opinions of Applicants' counsel that the transactions described in this 

applicaton, including the pnmary docket, related sub-dockets, and related abandonment 

dockets, satisfy the requirements of law and be legally authorized and valid if approved 

by the Commission appear at the end of the 

after the prayer for relief. 
narrative in this volume of the application, 

S££IlQN.im£(a)15) 

LISTS OF STATES 

The following are the states m which any part of the real property of each 

owns some real property and mineral interests in 

Indiana, but does not operate in that state. SPT owns some real property ,n Colorado. 

Kansas, Oklahoma and Tennessee, but does not operate m those states. 

Applicant carrier is situated. MPRR 

UPRR 

California 
Colorado 
Idaho 
Iowa 
Kansas 
Michigan 
Minnesota 
Missouri 
Montana 
Nebraska 
Nevada 
Oregon 
South Dakota 
Utah 
Washinyton 
Wisconsin 
Wyoming 

MPRR 

Arkansas 
Colorado 
Illinois 
Indiana 
Kansas 
Louisiana 
Missoun 
Nebraska 
Oklahoma 
Tennessee 
Texas 

SPT -SSW 

Arizona Arkansas 
California Missouri 
Colorado Texas 
Kansas Illinois 
Louisiana Kansas 
Nevada Louisiana 
New Mexico 
Oklahoma 
Oregon 
Tennessee 
Texas 
Utah 

DRGW 

Colorado 
Utah 

SPQSL 

Illinois 
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MAP - EXHIBITJ. 

Applicants are submitting as Exhibit 1 a railroad map of the United States 

shoving the principal lines of all railroads in the continental United States, all lines of the 

Appticaiit carriers in tme relationship to each other (with the lines of the Applicant earners 

in colors - UP in red and SP in blue), shortline connections, other rail lines in the territory 

and the principal geographic points in the region traversed. This map appears in the 

pocket at the end of this volume. 

SE£I10N±LSMiami ) 

NATURE AND TERMS OF PROPOSED TRANSACTION 

See Section 1180.6(a)(1)(i), "Summary of Transaction." above. 

SECTION 1180.6(a)(7)(ii) 

AGREEMENTS - EXHIBIT 2 

Copies of the Agreement and Plan of Merger, dated as of August 3, 1995, 

as amended, by and among UPC, Acquisition, UPRR and SPR, and of clarifying 

agreemen .s, are contained in Exhibit 2 in Volume 7 of the application (UP/SP-28) Copies 

of the settlement agreement dated as of September 25. 1995, between Union Pacific and 

SouthernP.acific. on the one hand, and BN Santa Fe. on the other hand, and the related 

supplemental agreement dated November 18. 1995, are attached to the Verified Statement 

of John H, Rebensdorf in this volume. 
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SECTION 1180.6(a)(7)(iii) 

DESCRIPTION OF RESULT|M<^ rnMPAKfv 

See Section 1180.6(a);i)(i), "Summary of Transaction," and 1180.6(a)(1)(iv), 

"Nature and Amount of Any New Securities or Other Financial Arrangements." above. 

UPC and UPRR are Utah corporations. The capitalization of UPC and UPRR following the 

proposed transaction is depicted in the pro forma balance sheets m Appendix B to this 

volume. 

SECTION ii8a.6(aj{7)(ivi 

COURT ORDER - FXHIplTJj 

Not applicable. No Applicant is a trustee, receiver, assignee or personal 

representative of a real party in interest. 

SECTION 1180.6(a)(7)(v) 

PROPERTY INCLUDED IN PROPOSED TRANSACTION 

The proposed transaction involves the purchase by Acquisition of all o.' the 

common stock of SPR and consolidation of all of the rail operations of UP and SP. 

SECTION 1180.6(aU7Wvi) 

DESCRIPTION OF LINES 

A bnef d^scnpiicn of the pnncipal lines of UP and SP follows. The map in 

the pocket at the end of this volun^e depicts the principal points of interchange of each of 

the Applicant railroads 
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UPRR 

UPRR operates approximately 13,646 mile, of railroad in the Western Ur„tea 

States. This consists of approx.ma.eiy 9,820 miles of mainline and approximately 3 826 

- l e s 0, branch line. The .ainl.nes run trom the Pacific Coast ports and tern.i.a.., -f 

Seattle, Portland, OaKiand and Los Angeles to Ch.cago and Misso.n R.er gateways 

including Kansas City and Omaha^Counci, Bluffs. Routes over mainlines extend from the 

Paci«c Northwest through Wasn,„g,on, Oregon, Idaho and Utah to Ogden/Salt UKe City 

from Northern Calilorn.a through Nevada and Utah to Ogden/Sal, LaKe City, and from 

southern California through Nevada and Utah to Ogden.Sa,t LaKe Cty. UPRR's dout,!e. 

track a«,nline connects On«ha,Council Bluffs at the east ™th Ogden/Salt Lake City at the 

west, and runs through Nebraska. Colorado. Wyoming and Utah. 

With the recent merger ol CNW mto UPRR, UPRR's lines also run from 

Chicago to Milwaukee and thence to Wmcna. W.sconsm, and ,v,a trackage r,ghts over 

WC) Duluth/Superior, and fro,. Duluth.'Supenor ,c Minneapoiis/Sr. Paul (via trackage 

rights over BN) and thence to Des Mcnes and Kansas Cty In addition, UPRR transports 

low-sulfur coal Irom the Southern Powder R,ver Bas.n ,n Wyoming in unit trains. These 

are phnapally desSned for electnc generating plants, the majcnty of which are located in 

the Southwest and Midwest. UPRR also provides commuter sen,ice in the Chicago area 

under a purchase-of-service contract with Metra A UPRR lme extends from a point near 

Green Bay, Wisconsin, to Istipeming and Escanaba. Michigan, while UPRR's Milwaukee-

to-St. Louis line passes through Ch cago. UPRH has a considerable network of branch 
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lines in Iowa and Southern Minnesota, and a line extending from Northwestern Nebraska 

into South Dakota and Wyoming. 

MPRR 

MPRR operates approximately 8,361 miles of railroad in the Midwestern and 

the Southwestern United States. This consists of approximately 7,508 miles of mainline 

and approximately 853 miies of branch line. While UPRR's lines basically form east-west 

routes, MPRR's lines principally form north-south routes. MPRR's lines connect the major 

Midwest gateways of Chicago, Omaha, St. Louis, Memphis and Kansas City with the 

principal ports and the terminals of New Orieans and Lake Charles, Louisiana, and 

Galveston, Houston, Beaumont, Corpus Chnsti, Brownsville and Laredo, Texas. 

MPRR also serves important interior Texas points including Dallas, Fort 

Worth, San Antonio, Austin, Midland/Odessa and El Paso. Its lines extend into the grain 

producing regions of Kansas and Nebraska and as far west as Pueblo. Colorado. 

SPT 

SPT operates approximately 11,000 miles of railroad in the Western United 

States. This consists of approximately 8,700 miles of mainline and approximately 2.300 

miles of branch line in eight states. Tne mainlines run from Portland, to Oakland, to Los 

Angeles, and ihence to San Antonio Houston and New Orleans, including physical 

interchanges at five principal gateways to Mexico SPT lines extend from San Antonio and 

Houston to Fort Worth, with operations over trackage rights from Fort Worth to Pueblo, 

Colorado, and Kansas City. The Fort Worth-Pueblo line connects with SSW .it Stratford 

and Dalhart, Texas, and to DRGW at Pueblo. The Fort Worth-Kansas City line connects 
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with SSW at Kansas City and Hutchir.oon, Kansas, SPTs Central Corridor mainline runs 

from Northern California to Ogden, Utah, where it connects with DRGW. SPTs principal 

facilities are located at Eugene, Oregon, Rose '̂iile, Oakland, Los Angeles, Long Beach 

and West Cotton, California, Tucson, Anzona, and El Paso, San Antonio and Houston, 

Texas. 

SSW 

SSW operates approximately 2.200 miles of railroad in the Central United 

States. This consists of approxirrately 1.700 miles of mainline and approximately 500 

miles of branch line i,' nine m, t. SSW's mainline runs from Santa Rosa, New Mexico, 

to Kansas City and St. L;u. ^ 3souri. Operations between Topeka and St. Louis are 

over trackage rights on UP ^ W mainlines extend from St. Louis south to Shreveport, 

Louis, ina, and Corsicana, Trxas. SSW's lines connect with SPT in Corsicana, Dalhart 

and Stratford. Texas, Hutchinson and Kansas City. Kansas. Shreveport, Louisiana, and 

Santa Rosa, New Mexico, with DRGW at Henngton, Kansas, and with SPCSL at Kansas 

City. Missouri and East St. Louis. Illinois. At East St. Louis. Iliinois, Memphis. Tennessee, 

and Kansas City, Kansas, SSW connects with major Eastern rail carriers. SSW's pnncipal 

facilities are located m Kansas City. Kansas, and Pine Bluff, Arkansas. 

SPCSL 

SPCSL operates approximately 1.200 miles of mainline railroad in the states 

of Illinois, lovy^ and Missoun, tsetween St. Louis. Chicago and Kansas City, Kansas. This 

mileage includes trackage nghts between Kansas City and Chicago on BN/Santa Fe. 

SPCSL IS the link to the Chicago gateway for the SP system. 
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DRGW 

D'^GW operates approximately 2,300 miles of railroad in the states of 

Colorado, Utah and Kansas. This consists of approximately 1,900 miles of mainline and 

approximately 400 miles of branch line. The mainline runs from Ogden. Utah, m tho west, 

where it connects with SPT, through Denver. Colorado, to Henngton, Kansas, where it 

connects with SSW. DRGW has rights to operate from Herington to Kansas City over 

SSW and UP. Operations between Pueblo and Herington are over trackage rights on UP. 

DRGW also connects with SPT at Pueblo, Colorado. DRGW's principal facilities are 

located at Salt Lake City, Utah, and Denver, Pueblo and Grand Junction, Colorado. 

SECTION 118a6(a)(7}(yiD 

GOVERNMENTAL ASSISTANCE 

No go« ernmental financial assistance is contemplated in the transaction 

proposed herein. 

SECTION 118Q.6(,a)(8) 

ENVIRONMENTAL DATA - EXHIBIT 4 

Applicants' Environmental Report, Exhibit 4, appears in Volume 6 of the 

application (UP/SP-27). The Environmental Report e plains that systemwide the merger 

and related actions such as abandonments will result in significant fuel savings as a result 

of truck-to-rail diversions and more efficient train routings. The merger will also result in 

a major reduction of pollutant emissions. Adverse environmental effects will be minimal, 

and can be further attenuated by mitigation measures. 
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SECTION 1180 6(h)(1) 

FORM IQ-KS-EXHIBITS 

Pursuant to Decision No. 3, sen/ed September 5, 1995, Forms 10-K for UPC, 

MPRR, SPR and SPT for the year ended December 31, 1994 filed with the Secunties and 

Exchange Commission ("SEC") under 17 C.F.R. § 249.310 are submitted in Exhibit 6 in 

Volume 7 of the application (UP/SP-28). 

SECTION 1180.6(bU?> 

FORM S-14- EXHIBIT 7 

In Decision No. 3, served September 5, 1995, the Commission waived the 

requirement that each Applicant carrier file its most recent Form 3-14. The SEC Schedule 

14D-9 that SPR filed in connection with the tender offer described at 

Section 1180.6(a)(1)(i), "Summary of Transaction," above, is submitted in Exhibit 7 in 

Volume 7 of the Application (UP/SP-28). Applicants will file UPC's Form S-4 and proxy 

material relating to shareholder approval of the Merger Agreement as soon as they 

become available. 

S£CI iONj_m£i i2) i3 ) 

CHANGE IN CONTROL - EXHIBIT 8 

There have been no changes m ownership or control of UPRR, MPRR, SPT, 

SSW, SPCSL or DRGW since their most recent Forms R-1, for 1994. 

Current directors of UPRR and MPRR are: 
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Name 

R. P. Bauman 
R. B. Cheney 
E. V. Conway 
R. K. Davidson 
S. F. Eccles 
E. T. Gerry, Jr. 
W. H. Gray, ill 
J. R. Hope 
L. M. Jones 
Drew Lewis 
R. J. Mahoney 
C. B. Malo.ie 
L W. Matthews, III 
J. L, Messman 
J. R. Meyer 
T. A. Reynolds. Jr. 
J. D Robinson, III 
R. W. Roth 
R. D. Simmons 

Location 

London, England 
Washington, DC 
New York, NY 
Omaha, NE 
Salt Lake City, UT 
York, NY 
Fairfax, VA 
Washington, DC 
Wichita, KS 
PA 
St. Louis, MO 
VA 
Eeih.'ehem, PA 
Fort Wouh iX 
Cambnoq-j, MA 
Chicago, IL 
New York, NY 
Pehble Beach, CA 
Washington, DC 

UPRR, 
UPRR, 
UPRR, 
UPRR, 
UPRR, 
UPRR. 
UPRR, 
UPRR, 
UPRR, 
UPRR, 
UPRR, 
UPRR. 
UPRR, 
UPRR, 
UPRR, 
UPRR. 
UPRR, 
UPRR, 
UPRR, 

MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 
MPRR 

Current directors of SPT, DRGW, SSW and SPCSL are: 

-Name 
J. R. Davis 
T. J. Matthews 
D C. Orris 
D. L. Poison 
R. F. Starzel 
L. C. Yarberry 

Location 
San Francisco. CA 
San Francisco, CA 
San Francisco, CA 
Denver, CO 
San Francisco, CA 
San Francisco, CA 

In Decision No, 3, served September 5, 1995, the Commission granted 

Applicants' request that, as compliance with Section l180.6(bH3)'s rec,uirements as to 

otficers, they could provide lists of only the top six officers of UP, SP and their majority-

owned subsidianes. Such information ao of November 30, 1995 appears below. 
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Name 

R. K. Davidson 
R, J. Burns 
A, L. Shoener 
J. A. Shattuck 
J. J. Korateski 

T. L. Watts 

liilfi 

Chair:Tian ol the Board 
President & Chief Executive Officer 
Executive Vice President-Operation 
Executive Vice Prei^ident-Mcrketing & Sales 
Executive Vice President-Finance & 
Information Technologies 
Senior Vice President-Labor Relations 

Location 

Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 

Omaha, NE 

TOP SIX OFFICERS OF CONTROLLED SUBSIDIARIES OF UP 

American Refngerator Transit Company 

Iltlf i LQcatiiin. 

R. J. Burns 
A. L. Shoener 
J. A. Shattuck 
R. D. Naro 
R. M whapman 
R. J. Putz 

Name 

J J. Korateski 

C W. Pendley 
J. R. Round 
W. G. Barr 
J. M. Heida 

Name. 

Chairman of the Board 
President 
Executive V(:e President 
Vice President 
Vice President & General Manager 
Controller 

Automated Mon tonng & Control International. Inc. 

. litie 

Chairman of the Board & Chief Executive 
Officer 
President & Chief Operating Officer 
Contr,.,:!er & Treasurer 
Secretary 
Assistant Sficretaiy 

Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha. NE 
Omaha. NE 

Omaha, NE 

Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 

A. L. Shoener 
R. J. Brocker 
R, D. Naro 

Chicago Heights Terminal Transfer RaitroAd Company 

Iil ie Location 

President 
Vice President-Operation 
Vice President 

Omaha, NE 
Omaha, NE 
Omaha, NE 
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G. M. Stuart 
R. J. Putz 
K. D. Petersen 

Name 

A. L. Shoener 
R. J. Putz 
J. V. Dolan 
K. D. Petersen 
C. W. Saylors 

Vice President & Treasurer 
Contro ler 
Secreta y 

Q h i S ^ A Q IWestern Indiana Railrp^d Company 

- IM 

President 
Vice President-Finance 
Vice President-Law 
Secretary 
Assistant Secretary 

Name 

R. D. Uhnch 
C. M. von Bernuth 
C. M. Smith 
J. B. Gremillion, Jr. 
D. C. Meyer 

A. L. Shoener 
J. A. Shattuck 
W. D. Menwetner 
J. B. Gremillion 
G. M. Stuart 
R. J. Putz 

Name 

R. J. Burns 
A. L. Shoener 
J. J. Koraieski 
J. V. Dolan 

DellaFinanc m ltd.. 

Senior Vice President 
Vice President & Assistant Treasurer 
Vice President-Law 
Vice President-Taxes 
Director-Real Estate Operation 

Doniphan. Kensett ^ Searcv Railway 

_ _ _ J j l l £ . 

President 
Vice President-Marketing & Sales 
Vice President 
Vice president-Taxes 
Treasurer 
Controller 

Donland Development Company 

lille 

President 
Executive Vice President 
Vice President 
Vice President 

Bethlehem, PA 
Omaha, NE 
Omaha, NE 

Location 

Omaha, NE 
Omaha, NE 
Omaha. NE 
Omaha. NE 
Omaha, NE 

Location 

Omaha, NE 
Bethlehem, PA 
Omaha, NE 
Bethlehem, PA 
McLean, VA 

Location 

Omaha. NE 
Omaha, NE 
N. Little Rock, AR 
Bethlehem, PA 
Bethlehem, PA 
Omaha, NE 

Location. 

Omaha, NE 
Omaha, NE 
Omana, NE 
Omaha. NE 
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J, A Shattuck 
J. B. Gremillion, Jr. 

Vice President 
Vice President-Taxes 

Name 

R. J. Burns 
A, L. Shoener 
J E. Martin 
J. A. Shattuck 
A. W. Peters 
M. F, Kelly 

Name_ 

R, J, Burns 
A, L, Shoener 
J, E, Martin 
J. A. Shattuck 
A. W. Peters 
M. F. Kelly 

±lamiL 

R. D. Uhnch 
J. E. Dowling 
C. W von Bernuth 
C. M Smith 
J. S. Gremillion, Jr. 
B. J. Holder 

Name 

R. K. Davidson 
A. L. Shoener 
R. M. Chapman 

Environmental Railroad Properties. Incorporated 

Tilifi 

Chairman, Chief Executive Officer & President 
Executive Vice President-Operation 
Senior Vice President-Operation 
Executive Vice President-Marketing & Sales 
Senior Vice President-Marketing & Sales 
Vice President-Marketing 

Midwestern Railroad Properties, ii^corporated 

lille 

Chairman, Chief Executive Officer & President 
Executive Vice President-Operation 
Senior Vice President-Operation 
Executive Vice President-Marketing & Sales 
Senior Vice President-Marketing & Sales 
Vice President-Marketing 

Missouri Improvement Cpmpany 

liiie 

Senior Vice President 
Vice President & Assistant Treasurer 
Vice President & Assistant Trea.surer 
Vice President-Law 
Vice President-Taxes 
Assistant Secretary 

Missoun Pacific Intermodal Trans 

lilie. 

Chairman of the Board 
President 
Vice President 

Omaha, NE 
Bethlehem, PA 

LsLCalion. 

Omaha, NE 
Omaha, NE 
Chicago, IL 
Omaha, NE 
Chicago, IL 
Omaha. NE 

U2£ali£n _ , 

Omaha, NE 
Omaha. NE 
Chicago, IL 
Omaha, NE 
Chicago, IL 
Omaha, NE 

Location 

Omaha, NE 
Bethlehem, PA 
Bethlehem, PA 
Omaha, NE 
Bethlenem, PA 
Omaha, NE 

Location 

Omaha, NE 
Omaha. NE 
Omaha, NE 
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M, F, Kelly 
G. M otuart 
R. J. Putz 

Name 

D J Glass 
R, M. MacDonald 
S. P. Mele 
C. W. Saylors 

Nam.e_ 

A. L. Shoener 
W. F. Somervell 
R. J. Putz 
P. D. Berg 
K. D. Petersen 
C. W. Saylors 

Name 

J. A. Shattuck 
A. L. Shoener 
G. M. Stuart 
K D. Petersen 
P D. Berg 
C. W. Saylors 

Name.. 

R. J Burns 
A. L. Shoener 
J. E. Martin 
J. A. Shattuck 

Vice President 
Treasurer 
Controller 

MjalOJiVehicie Logistics Corppratijin 

litlfi 

President 
Vice President 
Treasurer 
Secretary 

MP_EQuirment Corp. 

Title 

President 
Vice President 
Controller 
Treasurer 
Secretary 
Assistant Secretary 

MP Redevelopment Cprp 

l i l i f i 

President 
Vice President 
Treasurer 
Secretary 
Assistant Treasurer 
Assistant Secretary 

NMtlJ^^§lemJ=£a5.ir! i 

lilie. 

Chairman. Criief Executive Officer & President 
Executive Vice President-Operation 
Senior Vice President-Operation 
Executive Vice President-Marketing & Sales 

Omaha, NE 
Bethlehem, PA 
Omaha, NE 

Location 

Omaha, NE 
Orr;aha, NE 
Omaha, NE 
Omaha, NE 

Location 

Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 

Location 

Omaha. NE 
Omaha, N^ 
Bethlehem. PA 
Jmaha, NE 
Omaha. NE 
Omaha, NE 

Location 

Omaha, NE 
Omaha, NE 
Chicago, IL 
Omaha, NE 
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A. W. Peters 
M. F. Kelly 

Name 

R. D. Uhrich 
J. E. Dcwiing 
C. W. von Bernuth 
C. M. Smith 
J. B. Gremillion, Jr. 
T. E. Whitaker 

Name__ 

R. J. Burns 

A. L. Shoener 
J. A. Shattuck 
J. V. Dolan 
J. J. Koraieski 

R. D. Naro 

Senior Vice President-Marketing & Sales 
Vice President-Marketing 

Park Spnng |ng, 

—— lilie 

Senior Vice President 
Vice President & Assistant Treasurer 
Vice President & Assistant Treasurer 
Vice President-Law 
Vice President-Taxes 
Assistant Secretary 

^Dh & Grand Island Railway Company 

Ltie 

Or^airman of the Soard, Chairman of Execu
tive Committee & Chief Executive Officer 
Vice Chairman of the Board & President 
Executive Vice President-Marketing & Saies 
Vice Piesident-Law & Assistant Secretary 
Executive Vice Presidpnt-Fmance & 
Information Technologies 
Vice President Operations 

Chicago, IL 
Omaha, NE 

lC£.JiIifin__ 

Omaha, NE 
Bethiehem, PA 
Bethlehem, PA 
Omaha, NE 
Bethlehem, PA 
Bethlehem, PA 

L2£aii£m_ 

Omaha, NE 

Omaha, NE 
Omaha, NE 
Omaha, NE 
Omaha, NE 

Omaha, NE 

Name_. 

R J. Burns 
A. L. Shoener 
J. E. Martir 
J A. Shattuck 
A W. Peters 
M. F. Kelly 

Chairman -hief Executive Officer & President 
Executive Vice President-Operation 
Senior Vi:e President-Operation 
E''""c.utive Vice President-Marketing x .Sales 
Senior Vice President-Marketing & Sales 
Vice President-Marketing 

Locat'on-

Omaha. NE 
Omaha. NE 
Chicago, IL 
Omaha NE 
Chicago, IL 
Omaha, NE 

SO 



Southern Illinois & Missouri Bridge Company 

Name 

A. L. Shoener 
R. W. Schreiber 
C. W. Calder 
G. M. Stuart 
K. D. Petersen 
P D. Berg 

Title 

Name 

R. D. Uhrich 
J. E. Dowling 
C. W. von Bernuth 
C. M. Smith 
J. B. Gremillion, Jr. 
B. M. Holder 

-Name-
R. D. Uhrich 
J. E. Dowling 
C. W. von Bernuth 
C. M. Smith 
J. B. Gremillion, Jr. 
B. M. Holder 

Name. 

K. L. DeMaet 
W. O. Pollard 
L. G. BIythe, Jr. 
G. D. Lambdm 

President 
Vice President 
Vice President 
Treasurer 
Secretary 
Assistant Treasurer 

Standard Realty & Development Company 

lilie 

Location 

Senior Vice President 
Vice President & Assistant Treasurer 
Vice Presiaent & Assistant Treasurer 
Vice Pr'='".i(jent-Law 
Vice Presia9nt-Taxes 
Assistant Secretary 

Stpnegate Park, inc, 

Title 

Senior Vice President 
Vice President & Assistant Treasu'et 
Vice President & Assistant Treasurer 
Vice President-Law 
Vice President-Taxes 
Assistant Secretary 

Terminal Industnal Land Company 

Illie_. 

President & Treasurer 
Secretary 
Assistant Secretary & Auditor 
Gene-ai Attorney 

Omaha, NE 
Omaha, NE 
San Francisco, CA 
Bethlehem, PA 
Omaha, NE 
Omaha, NE 

Location 

Omaha, NE 
Bethlehem, PA 
Bethlehem, PA 
Omaha, NE 
Bethlehem. PA 
Omaha, NE 

LQcatLoTL-. 

Omaha, NE 
Bethlehem, PA 
Bethlehem, PA 
Omaha, NE 
Bethlehem, PA 
Omaha, NE 

Texas City, TX 
Texas City, TX 
Texas City, TX 
Galveston, TX 
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Texas City Terminal Railway Company 

Name Title Location 

K. L. DeMaet President, General Manager & Treasurer Texas City, TX 
W. 0. Pollard Secretary Texas City, I X 
W. E. Daigle Assistant Secretary Texas City, TX 
E. Mabry General Attorney Gi::veston, TX 

Transborder Rail Corporation 

Name Title Location 

J. H Rebensdorf President Omaha, NE 
R. S. Blackburn Vice President Omaha, NE 
K. D. Petersen Secretary Omaha, NE 
S. P. Mele Treasurer Omaha, NE 
C. W. Saylors Assistant Secretary Omaha, NE 
P. D. Berg Assistant T.reasurer Omaha, NE 

UP Acquisition Corporaiian 

Name Title Location 

Drew Lewis Chairman Bethlehem, PA 
L. W. Matthews, III President Bethlehem, PA 
C. W. von Bernuth Vice President & Assistant Secretary Bethlehem, PA 
J. E Dowling Vice President Bethlehem, PA 
J. L. Swantak Secretary Bethlehem, PA 
G. M. Stuart Treasurer Bethlehem, PA 

Union Pacific Baseball Enie.ronafi^ 

Name Title Location 

R. J. Burns Chairman & Chief Executive Officer Omaha, NE 
J. J. Adams President Omaha, NE 
J. M. Hildreth Vice President-Public Relations Omaha, NE 
P J. O'Malley Vice President-Finance Omaha, NE 
W. R. Ulnch Vice President-Administration & Facilities Omaha, NE 
L. E. Wzorek V :e President-Operations Omana, NE 
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Union Pacific de Mexico 

Name Title Location 

R. S. Blackburn President Omaha, NE 
J. M. Correa Vice President Mexico City 
W. G. Barr Secretary Omaha, NE 
P D. Berg Treasurer Omaha, NE 
J. Gomez S. Assistant Secretary Mexico City 

[ M m Pacific Distribution Services Corporation 

Name Title 

M. F. Kelly President Omaha, NE 
G, T. DiMasi General Manager Omaha, NE 
D. L. Mathy Treasurer Omaha, NE 
P, G, Magiera Secretary Omaha, NE 
T, G, Palmer Director-tntermodal Omaha, NE 
T. J. Naso Director-Mexico Omaha, NE 

Union Pacific ExpressAir. Inc. 

Name Title Location 

R. J. Burns Chairman of the Board Omaha. NE 
A. L. Shoener President Omaha, NE 
J. A. Shattuck Executive Vice President Omaha. N£ 
R. 0, Naro Vice President Omaha, NE 
M. F, Kelly Assistant Vice President Omaha, NE 
R, J, Putz Controller Omaha, NE 

Union Pacific Fmaiigial Corporation 

Name Title Location 

R. J. Putz President Omaha, NE 
L. J. Randolph Vice President St Louis, MO 
D. M. Cudihee Secretary S t Louis, MO 
P. D, Berg Treasurer Omaha, NE 
K D. Peterson Assistant Secretary Omaha, NE 
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Union Pacific Freight Services Company 

Name Title Location 

R. J. Burns Chairman Omaha, NE 
A, L. Shoener President Omaha, NE 
J. A. Shattuck Executive Vice President-Marketing & Sales Omaha, NE 
2. J. Koraieski Executive Vice P esident-Finance & Omaha, NE 

Information Techi ologies 
R. D. Naro Vice President-Op orations Omaha. NE 
J. V. Dolan Vice President-Law Omaha, NE 

Union Pacific Fruit Express Ccmpany 

Name Title Location 

A. L. Shoener Presirtent Omaha. NE 
J. J. Koraieski Vice President Omaha. NE 
J. A. Shattuck Vice President Omaha. NE 
R. D Naro Vice President-Operations Omaha, NE 
J V Dolan Vice President-Law Omaha, NE 
R. M. Chapman General Manager Omaha, NE 

Union Pacific Motor Freight Company 

Name ILUe Location 

R. J. Burns Chairman of the Board Omaha, NE 
A. L. Shoener President Omaha, NE 
R, M. Cnapman Vice President & Genera! Manager Omaha, NE 
R D. Naro Vice President Omaha, NE 
J. V. Dolan Vice President Omaha, NE 
R. J. Putz Controller Omaha. NE 

Un'On Pacific Venture Leasing. Incorporated 

Name Title Location 

C. R. Eiseie Chairman of the Board Omaha, NE 
D C. Lewis Chief Executive Officer & President Omaha, NE 
J. M. McCullough Vice President & General Manager Omaha, NE 

• 
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J. A. Phillips 
C. W. Saylors 
P. D. Berg 

Vice President-Finance 
Secretary 
Treasurer 

Omaha, NE 
Omaha, NE 
Omaha, NE 

Name 

R. J. Burns 
A. L. Shoener 
J. E. Martin 
J. A. Shattuck 
A. W. Peters 
M. F. Kelly 

JQllfiL 

-Name. 

J R. Davis 
P. F. Starzel 
D. C. Orris 
C. Y. Harvey 

L. R, Parsons 
T, J. Matthews 

Chairman, Chief Executive Officer & President 
Executive Vice President-Operation 
Senior Vice President-Operation 
Executive Vice President-Marketing & Saies 
Senior Vice President-Marketing & Sales 
Vice President-Marketing 

IQP^-QEEK^RS OF S£ 

J-Qca-tiflD.. 

Chairman & Chief Executive Officer 
Vice Chairman 
President & Chief Operating Officer 
Executive Vice President-Finance & Law & 
General Counsel 
Executive Vice President-Operations 
Senior Vice President-Administration 

Omaha, NE 
Omaha, NE 
Chicago. IL 
Omaha, NE 
Chicago, IL 
Omaha, NE 

LoCft'J^P 

San Francisco, CA 
San Francisco, CA 
San Franasco, CA 

San Francisco, CA 
Denver, CO 
San Francisco, CA 

TOP SIX OFFICERS OF CONTROLLED SUBSIDIARIES QF SPT 

JNarne-

R, F Starzel 
G, Angeli 
R, L. Cross 
J. P. Attuno 
C. D. Tyler 
B. J. Medina 

Chairman 
President 
President-ABL-TRANS 
Vice President & Controller 
Treasurer 
Secretary 

iQCatiOQ-

San Franasco, CA 
DeSoto, TX 
Lafayette, CA 
Lafayette, CA 
SanFrandsco.CA 
San Francisco, CA 
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Southern Pacific Asset Management Company 

Name Title Location 

R. F. St?,'zel Chairman San Francisco CA 
S, D. Steel President Denver, CO 
M. W. Casey Senior Vice President San Francisco, CA 
B. C. Kane Controller San Francisco, CA 
L K. Ducken Treasurer San Franasco. CA 
T. F. O'Donnell Secretary San Francisco, CA 

Southern Pacific Eauipment Company 

Name Title —LQcalion 

L. K. Ducken President & Treasurer San Francisco, CA 
T. J. Matthews Vice President San Franasco, CA 
C. Y. Harvey General Counsel San Franasco, CA 
B. C. Kane General Auditor San Franasco. CA 
T. F. O'Donneii Secretary San Franasco, CA 
B. J. Medina Assistant Secretary San Franasco, CA 

Southern Pacific International. Inc. 

Name Title Location 

R.G. Thruston Chairman & President Houston, TX 
A. J, Strok Vice President & General Manager Southfield, Ml 
B C, Kane Controller San Francisco. CA 
J. B, Doherty Treasurer San Franasco, CA 
T. F. O'Donnell Secretary San Francisco, CA 

Southern Pacific Manne Transport. Inc. 

Name Title Location 

G. Angeli Chairman & President DeSoto. TX 
J P. Anuno Vice President & Controller San Franasco, CA 
C. Y. Harvey General Counsel San Franasco, CA 
J B Doherty Treasurer San Franasco, CA 
T F. O'Donnell Secretary San Franasco, CA 
B. J. Medina Assistant Secretary SanFrandsco.CA 
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Southern Pacific Mexico. S.A. de CV. 

Name Tit l f i Location 

R. G. Thruston Chairman & President Houston, TX 
J. M. Carreon General Director MexicoOty, Mexico 
L. C. Yaroerry Finance Director San Franasco, CA 
G. P. Lindquist Internal Auditing Director San Franasco, CA 
W. E. Saul Tax Director San Franasco. CA 
F. Estavillo C. Secretary Mexico City, Mexico 

Southern Pacific Motor Trucking Company 

Name Title Location 

G. Angeli Chairman & President DeSoto, TX 
C. Y. Han/ey General Counsel San Franasco, CA 
B. C. Kane Controller San Franasco, CA 
J. B. Doherty Treasure' San Franasco, CA 
T. F. O'Donnell Secretary SanFranosco. CA 

Southern Pacific Warehouse Company 

Name Title Location 

S. D. Steel President Denver, CO 
M. W. Casey Vice President SanFrandsco.CA 
B. C. Kane Controller SanFrandsco.CA 
L. K. Ducken Treasurer San Frandsco, CA 
T. F. O'Donnell Secretary San Frandsco, CA 
B. J. Medina Assistant Secretary San Frandsco, CA 

TOP SIX OFFICERS OF CONTROLLED SUBSIDIARY OF SSW 

Arkansas & Memphis Railwav Bridae and Terminal Comoanv 

Name Title Location 

R. D Naro President Omaha, NE 
J. L. Verhaal Vice President & General Manager Denver. CO 
W E. Fowler Vice President Denver, CO 
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R. J, Putz Controller Imaha, NE 
L, K. Ducken Treasurer S an Frandsco, CA 
T. F. O'Donnell Secretary .Oan Frandsco, CA 

SECTION 1180.6(b)(4) 

ANNUAL REPORTS - EXHIBIT 9 

In accordance with Decision No. 3, served September 5, 1995, Applicants 

are submitting, in Exhibit 9 in Volume 7 of the application (UP/SP-28), copies of the two 

most recent annual reports to stockholders (1993 and 1994) of UPC and SPR. 

SECTION 1180fi(b^(5^ 

RELEVANT ISSUES - EXHIBIT 10 

The relevant issues, in Applicants' opinion, are: 

1. The effect of the proposed transaction on competition for the intercity 

transportation of freight. 

2. The effect of the proposed transaction on the adequacy of rail 

transportation service to the public. 

3. The effect of the proposed transaction on shippers and the economy. 

4. T!ie effect of the proposed transaction on the effidency with which rail 

services are provided and the total resources consumed in providing such sen/ices. 

These issues are addressed throughout the application. 

SECTION 1l80.61biI5) 

CORPORATE CHARTS • FXHipiT 11 

Pages 59 through 67 below p; ̂ sent corporate charts setting forth the 

information required by Section 1180.6(b)(6), as waived in part by the Commission in 
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EXHIBIT 11 - CORPORATE CHART • PART 1 

UNION PACIFIC CORPORATION, 
^ S . ' l ' P i S ^ NORTH WESTERN HOLDINGS CORPORATION 
CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY 

UNION PACIFIC RAILROAD COMPANY, 
MISSOURI PACIFIC CORPOR.î TION AND 

MISSOURI PACIFIC RAILROAC* COMPANY 

Chicago and Notth Western 
Holdings Corporation 

(CNWH) 
{100%-UPC) 

Missouri PacifK Corporation 
(MPC) 

(100«?''o-UPC) 

Chicago and North Western 
Transportation Company 

(CNWT) 
(100%-CNWH) 

Union Pacitic Railroad 
Company 
(UPRR) 

(75.3%-UPC. 
24.7%-CNWT) 

Missouri Pacific Railroad 
Company 
(MPRR) 

(100»/b-MPC) 
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EXHIBIT 11 . CORPORATE CHART - PART 2A 

UNION PACIFIC RAILROAD COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

Uiiton Pacific Disinbulion 
^«fvices Corptirabon 

(UPDS) 
(100% UPRF^I 

Standard Really atid 
Devielopfnenl C o m p ^ 

(SRDC) 
(100% UPRR) 

Delia F ra rce Company 
Lid 

(DFCL) 
(100% SRDC) 

UP AcquisiOon Corponliofi 
(UPAC) 

(lOOo-̂ i UPRR) 

Union Pacific F(nanci.il 
CciporaDon 

(UPFC) 
(100% UPRR) 

Ui ion Pacific de Mexico 
(UPdM) 

(100% UPRR) 

Union Pacific Railroad Company 
(UPRR) 

(753%-UPC, 
2A7%CNm) 

HoTt.h Western Leasing 
Company 

(NWL) 
(100"/, UF*RB) 

Union Paafic Baseball 
Enierpnses, Inc 

(UPBE) 
(I00»'. UPRR) 

Signage. Inc 
(SI) 

(100% UPRR) 

Transborder RaJ 
Oo»pofalK'n 

( tRC) 
(lOi^y.UPR 1) 

Envirxxmenlal Rai 
Properties, Inc 

(ERPI, 
(100%UPPfl) 

Wisconsin Town Lot 
Company 

(WTLJ 
(100% UPRR) 

Motor Veliicle Logistics 
Corpor alioo 

(MVLC) 
(100% UPRR) 

"] 
Union Paafic Fruil Express 

Compafry 
(UPFE) 

(100»'. UPRR) 

Union Paofic V<?nliire 
Leasing, Inc 

(UP*;L) 
(100%UPFR) • 

Ut»on Padlic Fr©ig»)i 
SofVices Comptiriy 

(UPFS) 
(100% UPRR) 

MicKireslem Railroad 
Properties Inc 

(MP'Hl) 
'100% UPRR) 

Si Joseph Terminal 
RaKroad Corpparjy 

(5UTC) 
(50'/.SJG!, 

5(ry. Santa Fo) 

SI Jos«ph« 
Railway 

(99% 1 

Grand Island 
^ l y 

JPRR) 



EXHIBIT 11 - CORPORATE oHART - PART 2B 

UNION PACIFIC RAILROAD COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

Carrws Prane Rsilioad 
Ompany 
(CAPR) 

(50% UPRR, 
50% BN) 

AutortMled Monitonng ft 
Control International lne 

(AMCt) ( 1 ! 
(66 67% UPRR) 

fiiame,-'^ Bell iyie 
(ALBL) 

(50% U!•f^R 
50»-'. S»ita Fi) 

TTX Company 
(TTX) (2) 

{19 69V. UPRR) 

Transgoftalion Data 
Xchange 
(TDX)(7) 

(28 29% UPRR) 

Union Pacific Railroad Company 
(UPRR) 

(75 3%-UPC, 
24 7%-CNWT) 

Oakland Terminal Railway 
(OATR) 

(50% UPRR. 
50% Santa Fe) 

Tlio Denyer Unioii 
Terirwia' Paikiay Co 

(DUTR) (3) 
(16 67% UPRR) 

Tbe Oodeti Unton Railway 
* Depot tiofrtpany 

(OURD) 
(50% UPRR, 

50% SPT) 

'ropenies, li 
( M Y P ) (9) 

(3C73^;UPRR) 

Portland Traclion Company 
(PTRC) 

( 5 0 % U P ( ^ , 
50°', SPT) 

Kansas City Terminal 
Railway (Jormany 

(KCTR)(5) 
(16 67% UPRR) 

1 
Peoria and Pekin Union 

Ra i^ad Corripnny 
(P8PU) 110) 

(12 5% UPRR) 

Lorigview SKWtehirxi Co 
(LOSC) 

(50% UPRR, 
50% BN) 

Central Calittxiia Tractwo 
Company 
(CCTHfi) 

(33 33% UPRP) 
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EXHIBIT 11 - CORPORATE CHART - PART 2C 

UNION PACIFIC RAILROAD COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

NOTES TC PART 28 

(1) UPRR owns 100% of issued Class A voting common, 33.33% of issued Class B 
voting common, and 33.33% of issued Class C non-voting common stocl< of 
AMCI, representing a 66.67% controlling interest. UPRR appoints three Class 3 
directors, each with two votes, to a board of six members. Other shareholders 
include Alcatel Canada Telecommunications, Inc., and Tandum Computers 
Incorporated. 

(2) UPRR owns 3.000 (18.69%) o' 16,050 TTX shares issued. UPRR/MPRR have 
one director on the TTX Board, which represents 4,200 shares and votes. Other 
shareholders are IC, BN, KCS. Santa Fe, NS, CSX, Conrail, SPT, DRGW, SSW. 
CP, FEC, GTW, B&M and MPRR. 

(3) UPRR owns 50 (16.67%) of 300 DUTR shares issued, and appoints two of 
twelve directors. Other shareholders are Santa Fe, BN, Chicago Pacific Corp. 
("CPC") and DRGW. 

(4) UPRR owns 12,000 (40%) Of 30,000 PTRR shares issued, and appoints two of 
six directors. Other shareholders are BN and SPT. 

(5) UPRR owns 3,666-2/3 (16.67%) of 22,000 KCTR shares issued, and appoints 
two of thirteen directors, Other shareholders are BN, SSW, CP, IC, KCS. NS, 
Santa Fe and KCTR itseif. 

(6) UPRR owns 976-2'3 (33.33%) of 2.930 CCT shares issued, and appoints two of 
six directors. Other shareholders are Santa Fe and SP. 

(7) UPRR owns 1,263 (28.29%) of 4,464 TDX shares issued and appoints two of 
seven directors. Other shareholders are Santa Fe, BN, Conrail, KCS, NS, SP, 
CSX and FVW, 

(8) UPRR owns 161 (25%) of 644 shares of !TR and appoints one of four directors. 
Other shareholders are NS, BN and lAIS. 

(9) UPRR own.'; 29,868 (36.73%) of 81 ..328 shares of MPT and appoints one of four 
directors. Other shareholder.s are BN. Maytag Corporation and CP. 

(10) UPRR owns 1,250 (12.5%) of 10,000 shares of P&PU outstanding shares and 
appoints one of twelve directors. Other shareholders are IC, NS and Conrail. 
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EXHIBIT 11 - CORPORATE CHART - PART 3A 

MISSOURI PACIFIC RAILROAD COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

MP 
Redevelopmer* 

CorporatKjn 
(MPRC) 

(100% MPRR) 

Amencan 
Relngera'O' 

Transit 
Company 
(ARfC) 

(100% MPHR) 

Doriand 
Development 

Company 
(DOC) 

(100% MPRR) 

Brownsvilte 4 
Matamoroi 

BrKlge Company 
(BMBCl 

(5W. MPRR 
50% Mex Govl) 

Union Paaftc 
Motor Freight 
Coqaoranon 

(UPMF) 
(100% MPRR) 

Souitiem lUnois 
and Missouri 

Bridge Company 
(SIMB) 

(60% MPRR 
40% SSW) 

Misujuri Pacific Railroad 
Companv 
(MPRR) 

(100% MPC) 

T*miln*l 7r*n«i*f 
ftaiinaJ Compan, 

(CHTT) 

Terminal 
Railroad 

Assooation ol 
Sl Louis 

(TRRAUl) 
(29 6% MPRR) 

The Alton S 
Southern 

Railway Co 
(A SRC) 

(50^-. MPRR, 
SOT.SSW) 

Unior Pacific 
E.xpressAir, lr«c 

(UPEA) 
(t 00^ . UPMF) 

Missoun Pacific 
intermodal 

Transport Irx:. 
(MPIT) 

(100% UPMF) 

Texas City 
Terminal 
Ralway 

Company 
( T C T R ) { 6 ) 

(66 67% MPRR) 

Oacago S 
Western indana 

RaAoad 
Company 
(CWIR/ 

(100% MPRR) 

Ariwnwi 1 
Mimp)<li tklima, 

trtiit* aid fatninal 
Ca 

( tUVMCnR) 

MP Equipment 
Corporation 

(MPEC) 
(100%MPRR) 

Kansas City 
Terminal 
Railway 

(KCTR) (3) 
(16 67% MPRR) 

Houston Belt & 
Terninal 
Railway 

Company 

S^ffjf^^R) 

Doniphan, 
KensetIS 

Searcy Railroad 
(DKSR) 

(100% MPRR) 

Tho Bed Ra(lw.4y 
Company p> 

(Htcago 
(BROCr(4) 

(7159%-MPRR) 

Missouri 
Inyrovenient 

Conneny 
(MI(5o) 

(100% MPRR) 

TTX Company 

(7 «a% MPRR) 

Wichita Union 
Termiral 
Raiway 

ComcWTy 
(WUTR)(8) 

(33.3% MPftR) 

Park Spong, Inc 
(PKS) 

(100% M i c o ; 

Siongale P a * 
Inc 

(STPK) 
(106% MIC CO) 
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EXHIBIT 11 - CORPORATE CHART - PART 3B 

MISSOURI PACIFIC RAILROAD COMPANY 
—AND SUBSIDIARIES AND AFFILIATES 

NOTES TO PART3A 

(1) MPRR owns 8,232 (28.57%) of 28,812 TRRA shares issued and appoints four of 
fifteen directors. Other shareholders include BN, SSW, NS, CSX. IC and TRRA 
itself. 

(2) MPRR beneficially owns 2,900 (33.33%) of 8,700 AMRB common shares issued, 
5,500 (33.33%) of 16,500 AMPB preferred shares issued, and appoints two of 
six directors. The other shareholder is SSW. 

(3) MPRR owns 3,666-2/3 (16.67%) of 22,000 KCTR shares issued, and appoints 
two of thirteen directors. Other shareholders include BN. SSW, CP, UPRR, IC 
KCS, NS, Santa Fe and KCTR itself. 

(4) MPRR owns 2,600 (8.33%) of 31,200 BROC shares issued, and appoints one of 
twelve directors. Other shareholders include Conrail, GTW, CP, NS, Santa Fe 
BN, IC and CSX. 

(5) MPRR owns 125 (50%) of 250 HBT shares if sued, and appoints four of nine 
directors. Other shareholders include BN and Santa Fe. 

(6) MPRR owns 3.333-1/3 (66.67%) of 5.000 TCTR shares issued, and appoints two 
of five directors. Other shareholders include Santa Fe and TCTR itself. 

(7) MPRR owns 1,200 (7.48%) of 16,050 TTX shares issued. UPRR/MPRR has one 
director on the TTX Board, who represents 4,200 shares and votes. Other 
shareholders include IC, RFP, BN, KCS, Santa Fe, NS, CSX, Conrail, SPT 
DRGW. SSW. CP, FEC, GTW, B&M and UPRR. 

(8) MPRR owns 333-1/3 (33.33%) of 1,000 WUTR shares issued, and appoints two 
of six directors. 3N and Santa Fe are the other shareholders, each owning 333-
1/3 shares and appoint two directors. 
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EXHIBIT 11 - CORPORATE CHART - PART 4 

SOUTHERN PACIFIC RAIL CORPORATION 
SOUTHERN PACIFIC TRANSPORTATION COMPANY 

Southern Pacific 
Raii Corporation 

(SPR) 

Southern Pacific 
Transportation Company 

(SPT) 
(100%-SPR) 
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EXHIBIT 11 - CORPORATE CHART - PART 5A 

SOUTHERN PACIFIC TRANSPORTATION COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

Soulhem Pacific 
Transportation (Company 

(SPT) 
(100% SPR) 

Souilwrrt Pac lK 

i^twnalCnal lnc 

ISPID 

i ' O I J ' . S P I l 

Southam PaCK 
tAw-a i-arnptyit 

Inc 

Soull'Wtn Pac^tc 

Memco 3 A d« C V 

ISPMI 

( W . S P I l 

I " . S P C S L 1 

Pactl'C -.IrAol 

Trantptm Company 

iPMTCi 

(IOO*. SPT) 

Souin#fn l-ac,K 

mpany 

AMI 

( l e w . . SPT) 

Soutnern PacPC 

Fqutpment Cornpany 

(SPECI 

i lOO^.SPT) 

Po' l iand Tradion 

Company 

(PTSC) 

i v r , -.PT 

Poniarni Jairtttai 
flaii-oai Comoany 

(PTRRI la 
W . - S P T 1 

Sunpel Flirl^ay 

C-w^ .. 

(SHCl 

( W . S P ' , 

50". San» fa) 

Sl Lou i ! 

Southwcslarn 

^atlway Comnany 

(SSWl 

(99»» .EPT) 

TT> Coir̂ >any 
ITTXUM 

|3 M». SSWl 

rh« Alon t Southern 
Railway Ccmpany 

|AS«C) 
(40*. SSW, 
S(^. MPrwi 

ScuttWfn P a c l x 

Motor Trucking 

Company 

iSPHilTCj 

(100». SPT| 

Cenlral Cairlomia 

Traction Company 

( C C T l l . l 

(33 3%SPT) 

Soirtnern Pacitpc 

WarehoL . « 

Company 

iSPWCl 

(100*. SPT) 

Tha Ogdan i l r ton 

Marlway 1 Dopol 

Cof tvany 

(CXJRD) 

(SO*. SPT, 

W/ . -UPRR) 

SPCSL Corp 

(SPCSl ) 

(100".-SPT) 

Tha D*nv*r and Rio 

Qrtmda Wasiarn 

l l d t o a d Company 

(DRGW) 

( I OCT.-SPT) 

mr , company 

( m < M 3 ) 
( e w v S P T ) 

Daf^ar Union 

Tarmnal Ratway 

Company 

lOUTRl (41 

( l 6 87*w^OHGWI 

TTX CotTiplny 

(TTX) (3) 

(0 62%.OnGWI 

Arkansas t 
Mamphs Railway 

SnOga and ' 'armmai 
Co.npany 
IAMR8I 

(Se 7«vssvw 
33 3 " . MPRRi 

ICanaaa CKy Tarmmtl 

f W w a y Company 

(KCTR) (5) 

(8 3 * . SSW) 

SouilWTi Illinois an<3 

Mi tsoun B r i d j ^ 

C.ompany 

(SIMBi 

i<CI%SSW. 

eo--. MPRR) 

Tarm^ ai Hailroad 

AKOc; i i l icn ol 

Sl LOUIS 

( I R R A K S 

(14 3% SSW) 



(1) 

(2) 

(3) 

(4) 

(5,) 

(6) 

EXHIBIT 11 - CORPORATE CHART - PART 5B 

SOUTHERN PACIFIC TRANSPORTATION COMPANY 
AND SUBSIDIARIES AND AFFILIATES 

NOTES TO PART 

SPT owns 976.2/3 (33.3% of 2,930 CCT shares issued, and appoints two of six 
directors. Other shareholders are Santa Fe and UPRR. 

SPT owns 6,000 (20%) of 30,000 PTRR shares issued, and appoints two of six 
directors. Other shareholders are UPRR and BN. 

T 7 i , P r ? ^ ^ ^"^ ""̂ O 500 shares respectively, for a total 
of 1.650 (10.28%) of 16,050 TTX shares issued. SPT/DRGW/SSW have one 
director on the TTX Board, who represents 1,650 shares and votes Other 
shareholders are IC, BN. KCS. Santa Fe. NS. CSX. Conrail. UPRF .vIPRP CP 
FEC, GTW and B&M. 

DRGW owns 50 (16.67%) of 300 DUTR shares issued, ard appoints two of 
twelve directors. Other shareholders are BN, Santa Fe, CPC anc UPRR. 

SSW owns 1833-1./3 (8.33%) of 22.000 KCTR shares issued, and -p.-nts one 
un Shareholders are BN. CP. IC. KCS. N? Santa Fe 
UP and KCTR itself. 

SSW owns 4116 (14.3%) of 28,812 TRRA sha. 2s issued and apooin'.̂  two of 
fifteen directors. Other shareholders include BN. NS. CSX. IC. MPRR and 
TRRA itself. 
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Decision No. 3, served September 5. 1995. The charts show the Applicant carriers, the 

Applicant parents thereof, internnediate subsidiaries, and ali subsidianes of the Applicant 

carriers. See also Section 1180.6(b)(6)(i), "Statement of Commor> Officers/Directors." 

below; Section 1180.6(b)(6)(ii), "Carher Status List," below. Section 1180.6(b)(7), 

"Information on Noncarner Applicants," below, and Section 1180.6(b)(8), "Statement of 

Direct/Indirect Intercorporate Financial Relationships," below. 

SECTION l iM^Sl ta iM) 

STATEMENT OF COMMON OFFICERS AND DIRECTORS 

In Decision No. 3, served September 5, 1995, the Commission granted 

Applicants' request for a waiver of the requirement that they submit a corporate chart 

indicating common officers and directors among any of the companies shown on the chart, 

and permitted them to list only officers and directors who are (a) common to both UP 

(including majority-owned subsidiaries) and SP (including majority-owned subsidianes), 

or (b) common to UP, SP or any of their majority-owned subsidiaries and any carrier 

outside the UP or SP corporate families. There are no officers or directors of UP or SP 

meeting either of these cnteria. 

SfCriON_.118Q.6imM) 

CARRIER STATUS LIST 

The following list indicates which companies of those shown in 

Section 1180.6(b)(6). "Corporate Chans," above, are carriers. For those companies that 

are earners, it also indicates the modes and any applicable Commission dockets 

authorizing their operations. 
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-...company.. 
Whether a 

irrier Mode 

1. UPC 
2. CNWH 
3. CNWT 
4. UPRR 
5. MPC 
6. MPRR 

1. UPRR 
2. UPDS 
3. UPAC 
4. NWL 
5. UPFE 
6. UPVL 
7. UPFS 
8. SRDC 
9. UPFC 

10. UPBE 
11. TRC 
12. MVLC 
13. S J G I 

14. DFCL 
15. UPdM 
16. SI 
17. ERPI 

Corporate Chart. Part 1 

No Not Applicable 
No Not Applicable 
No Not Applicable 
Yes Rail 
Yes Not Applicable 
Yes Rail 

Corporate Chart. Part 2A 

Yes Rail 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Appiicabie 
No Not Appiicabie 
No Not Applicable 
Yes Rail 
No Not Applicable 
No Not Applicable 
No Not Applicable 
No Not Applicable 

Docket Conferring 
Authority 

Not Applicable" 
Not Applicable'' 
Not Appiicabie'' 
Not Applicable 
Not Applicable 
Not Applicable 

Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 

Subject to railroad holding company reporting requirements set forth at Union 
)n Pacific R.R, & Pacific Hail System. Inc. - Control - Missouri Pacific 

Corp. $1 MisgQulLPasific ' a , 366 I.C.C. 459. 640 (1982). aff'd in part & remanded m part 
sub nom. Southern Pacific Transportation Co. v. ICC. 736 F.2d 708 (D.C. Cir. 1984), cert. 
denied. 469 U.S. 1208 (1985). 
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Whether a Docket Conferr ing 
Carrier Mode Authority 

18. MPRI Yes Rail Finance Docket 
Nos. 29518, et aL. 
Midwestern Rail 
Properties - Purchase -
Rock Island. 366 i C C . 
915(1983) 

19. SJTC Yes Rail Not Applicable 
20. WTL No Not Applicable Not Applicable 

Corporate Chart. Part 2B 

1. UPRR Yes Rail Not Applicable 
2. CAPR Yes Rail Not Applicable 
3. ALBL Yes i la. l Not Applicable 
4. OATR Yes Rail Not Appiicabie 
5. OURD Yes Rail Not Applicable 
6. PTRC Yes Rail Not Applicable 

LOSC Yes Rail Not Applicable 
8. AMCI No Not Applicable Not Appiicabit! 
9. TTX No Not Applicable Pooling Approved 

in Finance Docket 
Nos. 27589 and 27590, 
Amencan Raii Box Car 
Co. Pooling. 347 I.C.C. 
862, 707-08 (1974) 

10. DUTR Yes Rail Not Applicable 
11. PTRR Yes Rail Not Applicable 
12. KCTR Yes Rail Not Applicable 
13. CCT Yes Rail Not Applicable 
14. TDX No Not Applicable Not Applicable 
15. ITR Yes Rail Not Appiicabie 
16. MTP No Not Applicable Not Applicable 

P&PU Yes Rail Not Applicable 

Coroorate Chan. Part 3A 

1. MPRR Yes Ran Not Applicable 
2. MPRC No Not Applicable Not Applicable 
3 ARTC No Not Applicable Not Applicable 
4. CHTT Yes Rail Not Applicable 

70 



il^mpany 
Whether a 

Carrier Mode 
5. CWtR Yes Rail 
6. MPEC No Not Appbcabie 
7. DKSR Yes Raii 
B. DDC No Not Applicable 
9. BMBC Yes Raii 

10 TRRA Yes Rail 
11. AMRB Yes Rail 
12. KCTR Yes Rail 
13. BROC Yes Rail 
14. UPMF Yes Motor 
15. SIMB Yes Motor 
16. ASRC Yes Rail 
17. HBT Yes Rail 
18. MICO No Not Applicable 
19. UPEA Yes Air Freight Forwarder 
20. MPIT Yes Motor (Drayage) 

21. TCTR Yes Rail 
22. TTX No Not Applicable 

23. WUTR Yes Rail 
24. PKS No Noi AppKcablo 
25. STPK No Not Applicable 

Coroorate Chan. Part 4 

1. SPR No Not Applicable 
2. SPT Yes Rail 

Docket Conf erring 
Autfiortty 

Not Applicdbie 

Not Appkcabie 
f̂ lot Applicable 
Not App^cable 
Not Appiicabie 
Not Appficable 
Not Appiicabie 
Not Apciicai>le 
Not Appficabie 
Not Ajapficabie 
Not Appiicabie 
Not AppTtcabie 
Not Appiicabie 
Pennit No. FF-431 
Limited Tenninal 
Drayage; No iCC 
Authonty Nieedeci 
Not Appiicabie 
Pooling Approved 
in Finance Docket 
Nos. 27589 and 27590. 
Amencan Raii Bo>̂  
QQ. PQQUng. 347 I.C.C. 
862, 907-08 (1974) 
Not Appikabie 
Not Appiicabie 
Not Appiicabte 

Not Appficabie 
Finance Docket No. 
25723. Sd^bfioiEa^C 
Tran«»rtation.r_Mfflafii: 
-Southern Pyy'K? Crt? 

71 

'•^^mmttmm 



Company 

1. SPT 
2. SPIl 

3. SPMT 
4. SPM 
5. SPMTC 
6. SPWC 
7. SPCSL 

Whether a 
Carri„er_ Mode 

8. PMTC 
9. SPAM 

10. SPEC 
11. CCT 
12. OURD 
13. DRGW 
14. PTRC 
15. PTRR 
16. SRC 
17. SSW 
18. TTX 

19. DUTR 
20. ASRC 
21. KCTR 
22. SIMB 
23. TRRA 

Yes 
Yes 

No 
No 
Yes 
No 
Yes 

Corporate Chart. Part 5A 

Rail 

Broker and Freight 
Forwarder 
Not Applicable 
Not Applicable 
Motor 
Not Applicable 
Rai! 

Yes 
No 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 

Yes 
Yes 
Yes 
Yes 
Yes 

Motor 
Not Applicable 
Not Applicable 
Rail 
Rail 
Rail 
Rai! 
Rail 
Rai! 
Rail 
Not Applicable 

Rail 
Rail 
Rail 
Motor 
Rail 

Docket Conferring 
Authority 

F.D. 25723 
MC 196555 

Not Applicable 
Not Applica'3le 
MC 78786 
Not Applicable 
Finance Docket 
No. 31522, Rio Grande 
Industries. Inc. --
Purchase & Trackage 
Rights -- Chicago, 
Missouri & Western R>. 
Line Between St. Louis. 
MQ. & Chicago, H 
MC 54696 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Pooling Approved 
in Finance Docket 
Nos. 27589 and 27590, 
American Rail Box Car 
Pooling. 347 I.C.C. 862, 
907-08 (1974) 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Appiicabie 
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UMIWNWIHlHyiilW 

SECTION l l f in fi^hW?^ 

INFORMATION ON NON-CARRIER APPLICANTS 

UPC was formed m 1969. In addition to the railroad operations of UP, UPC 

includes me following major operating companies: Union Pacific Resources Company 

("Resources"), an energy and natural resources company; Overnite, a motor carrier 

handling principally less-than-truckload freignt; and Skyway Freight Systems, Inc., a 

multimodal transportation and logistics management company that UPC acquired in 1993. 

On August 4, 1995, Resources filed a registration statement with the SEC 

in connection with the initial public offering ("IPO") of shares of its common stock 'lhe 

"Resources Common Stock"), representing no more than 17.25% of the outstanding 

shares of Resources Common Stock. On October 16 and 17, 1995, Resources sold 

42,500,000 shares of Resources Common Stock in the IPO. UPC intends, following 

approva! of the application herein and subject to certain other conditions, to distribute pro 

rata to its stockholders (including former stockholders of SPR) all of the remaining shares 

of Resources Common Stock held by UPC (representing approximately 83% of the 

outstanding shares of Resources Common Stock) by means of a tax-free distribution (the 

"Spin-OfT). 

The Spin-Off will be subject to action b, .""C's Board of Directors, which 

action is expected to be subject to (a) the receipt of a favorable ruling from the Internal 

Revenue Service ("IRS") as to the tax-free nature of the transaction, and (b) the absence 

of any change in market conditions or other circumstances that causes the Board of 
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Directors of UPC n conclude that the Spin-Off is not in the best interests of the 

stockholders of UPC. UPC has not determined what action it would take if it were not to 

receive the favorable tax ruling. Even if a favorable IRS ruling is obtained, there can be 

no assurance that the Spin-Off will occur or that UPC will not sell its shares of Resources 

Common Stock. 

SPR, formerly Rio Grande Industries, Inc., is the holding company for SPT 

and its other subsidiaries. SPR was formed in 1988. SPR has no other significant 

operations, apart from real estate activities in the ordinary course of business to support 

rail operations. 

SECTION 118Q.6(b)(8) 

STATEMENT OF DIRECT OR INDIRECT 
INTERCORPORATE FINANCIAL RELATIONSHIPS 

In Decision No. 3, served September 5, 1995, the Commission held that 

Applicants could comply with Section 1180.6(b)(8) by describing only those relationships 

involving ownership by Applicants or their affiliates of more than 5% of a non-affiliated 

carrier's stock, including those relationships not disclosed elsewhere in this application in 

which a group of people affiliated with Applicants own more than 5% of a non-affiliated 

carrier's stock. There are no such relationships. 

SECTIQfill^iI.Z 

MARKET IMPACT ANALVSES - EXHIBIT 12 

Various steps have beer, taken to analyze the market impact of the proposed 

transaction. 
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First- a detailed Traffic Study was conducted under the direction of UP's 

Senior Director-Interline Marketing. Richard B. Peterson, to quantify the impact of the 

UP/SP merger in terms of traffic diversions. The Traffic Study is discussed in Part II of 

Mr. Peterson's Verified Statement in Volume 2 of the Application (UP-̂ SP-23). 

Second, an analysis of the diversions of truck traffic to UP/SP intermodal 

service that would occur as a result of the merger was conducted by Reebie Associates 

and Transmode Consultants, and is described in the Verified Statements of Don P. 

Ainsworth and Paul O. Roberts in this volume. 

Third. Mr. Peterson analyzed the effect of the merger on competition, as 

detailed in Part I of his verified statement. 

Fourth. Applicants asked economists Richard J. Barber, Robert D. Wiilig, 

Richard G. Sharp and Richard D. Spero to examine competitive impacts of the proposed 

transaction. Their verified statements are also in Volume 2. 

Fifth, SP's Vice President-Network and Corporate Development, John T. 

Gray, and SP's Vice President-Finance, Lawrence C. Yarberry, whose statements appear 

in this volume, analyzed the effects on SP's competitiveness of SP's service problems and 

financial situation. 

Sixth, Applicants asked Bernard J. La Londe, a nationally recognized 

authority on logistics, to analyze the transaction from the perspective of shipper logistics 

needs. Mr. La Londe's statement is in this volume. 
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S£SM£Dlh. Applicants reviewed the proposed transaction with customers, and 

the views of those customers are expressed m the 1,066 supporting statements contained 

in Volume 4, Parts 1 through 4. of the application (UP/SP-25). 

Taken together, these materials demonstrate that the merger wili greatly 

intensify rail competition throughout the West, for all traffic, m all states and corridors, 

involving all commodities. See also Section 1180.6(a)(2)(i), "Effects on Competition," 

above, and Section 1180.6(a)(2((iv), "Effect on Adequacy of Transportation," above. 

SECTION ii8iL8iaKD:i4) 

OPERATING PLAN - EXHIBIT 13 

The Operating Plan, Exhibit 13, is included in Volume 3 of the Application 

(UP/SP-24). It provides a realistic picture of hcA/ UP and SP operations in all functional 

and geographic areas would be combined after merger, taking account of the changes in 

traffic volumes estimated in Applicants' Traffic Study, and describes the resulting UP/SP 

services to shippers. 

The Operating Plan explains in detail how SP and UP, as a result of their 

merger, will achieve the following objectives; (a) providing high-quality freight sen.-.oe over 

new routes created by combining UP and SP line segments, such as Seattle-Los Angeles 

and Los Angeles-Dallas; (b) provioing intermodal sen/ice in all major corridors that is 

competitive with services offered by BN/Santa Fe and other carriers; (c) rerouting traffic 

over more direct routes, thereby eliminating unnecessary mileage, transit time, operating 

cost, maintenance expense and capital investment; ,d) maximizing efficient use of capacity 

be dedic;?.ting routes to specific traffic or directional traffic flows, thereby allowing UP/SP 
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to provide improved and more reliable service with the same assets; and (e) combining 

functions that are now duplicated in the interest of efficiency and reduced cost. 

The Operating Plan describes (a) new traffic patterns, and the services to be 

provided on new routes; (b) changes in blocking and train schedules to move traffic more 

reliably at lower cost; (c) consolidations of terminal activities in more than 45 terminals; 

(d) more than $1.3 billion in technological improvements, new construction, line upgrades, 

termifidl improve Tients, yard expansions and track connections; (e) coordination and 

consolidation or information, maintenance, repair, supply and management functions; (f) 

proposed abandonments; and (g) effects on passenger services. In every respect, the 

proposed operations and services are practical and feasible. 

DENSITY CHARTS- EXHIBIT 14 

Gross ton-miie density charts for UP and SP (Exhibit 14) are found in Volume 

3 of the application (UP/SP-24), Attachments 13-5 through 13-8 of the Operating Plan 

(Exhibit 13), in the same volume, show mileages and changes in the number of trains and 

gross ton miles for each UP and SP line segment. 

SfcCIiONJUmfilti} 

OPERATING PLAN (MINOR TRANSACTIONS^ - EXHIBIT 15 

Not appiicabie Applicants propose a significant transaction, not a minor 

transaction. 
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SECTION 1180.9(a^ 

PRO FORMA B.ALANCE SHEETS - EXH RIT 16 

Pro forma balance j,heets (Exhibit 16) are submitted as Appendix B to this 

volume. 

SECTION 1180.9(b) 

PBO FORMA INCOME STATEMENTS - EXHIB; " 17 

Pro forma income statements (Exhibit 17) are submittf-d as Appendix C to 

this volume. 

SECTION 1180.9(c) 

SOURCES AND APPLICATION 
OF FUNDS STATEMENTS - EXHIBIT 18 

Sources and application of furds siaiemei:»s (Exhit * 18) are submitted as 

Appendix D to this volume. 

SECTION 118Q.9(d^ 

PROPERTY ENCUMBRANCE - EXH'BIT 19 

A description of the property-encumbering debt securities or obligations 

related to secunties of SPR. SPT, SSW, SPCSL and DRGW. including date of issue, date 

of maturity, interest rate, outstanding balance and property encumt>ered, is in E/hibit 19 

in Appe.-^dix E to this volume. See also Section 1180.6(a)(1)(iv), "New oecurities and 

Other Financial Arrangements," above. 
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SECTION 11809(6.) 

CURRENT BALANCE SHEETS AND 
INCOME ST/^TEMENTS - EXHIBIT.^ PO AM\) ^1 

Pursuant to Section 1180.9(e), the Commission will incorporate by reference 

the current balance sheets and income statements of UPRR, MPRR, SPT/SSW and 

DRGW, which it has on file. Current balance sheets and income statements of UPC, SPT 

and SPCSL are in Exhibits 20 and 21 in Volume 7 of the Application (UP/SP-28). 

PRAYER FOR RELIEF 

Wherefore, UPC, UPRR, MPRR, SPR, SPT, SSW, SPCSL and DRGW pray 

that the Commission: 

(1) enteranorderunder49U.S.C.§§ 11301, 11343 and 11344 granting 

approval and authority for UPC, UPRR and MPRR to (i) acquire and exercise 

control of SPR, SPT, SSW, SPCSL and DRGW and their rail carrier subsidiaries, 

subject to imposition as a condition thereto of the settlement agreement between 

Applicants and BN/'Santa Fe; and (ii) issue securities and assum.e obligations and 

liabilities related to secunties in connection with acquihng and exercising such 

control, as requested in Finance Docket No 32760; 

(2) determine that the terms of the purchase by Acquisition of the 

common stock of SPR are fair and reasonable; 

(3) take notice of the exempt transaction whereby UPRR, MPRR, SPT, 

SSW. SPCSL and DRGW wil! both grant to and receive from BN'Santa Fe trackage 

rights, as descnbed in Finance Docket No. 32760 (Sub-No. 1); 

79 



(4) exempt from 49 U.S.C. § 10901 the line sales agreed to between 

UPRR. SPT and SSW, on the one hand, and BN/Santa Fe, on the other hand, as 

requested in Finance Docket Nn. 32760 (Sub-No. 2); 

(5) exempt froni 49 U.S.C. §§ 11343, et seq.. the control by Applicants 

of A&S, CCT, OURD, PTRR and PTRC, as requested in Finance Docket No 32760 

(Sub-Nos. 3 through 7); 

(6) exempt from 49 U.S.C. §§ 11343, et seq.. the creation of common 

control relationships between Southern Pacific and Overnite, and betv^ .en Union 

Pacific and SPMT and PMT. as requested in Finance Docket No. 32760 (Sub-

No. 8); 

(7) grant terminal trackage rights to BN/Santa Fe over KCS line segments 

in Beaumont, Texas, and Shreveport, Louisiana, pursuant to the pro\isions of 49 

U.S.C. § 11103, as requested in Finance Docket No. 32760 (Sub-Nc. 9); 

(8) grant the applications in Docket Nos. AB-3 (Sub-Nos. 130 and 131), 

AB-8 (Sub-Nos. 37, J8 and 39). AB-12 (Sub-No. 188), and AB-33 (Sub-No 96) for 

approval of abandonments and trackage nghts discontinuances by MPRR. DRGW, 

SPT ^nd UPRR; 

(9) grant the petitions m Docket Nos, AB-3 (Sub-Nos. 129X and 133X). 

AB-8 (Sub-No. 36X), AB-12 (Sub-Nos. 184X. 185X and 189X), and AB-33 (Sub-No. 

98X) for exemption of abandonments by MPRR, DRGW, SPT and UPRR; and 
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(10) take notice of the exempt abandonments by MPRR, SPT and UPRR 

described in Docket Nos. AB-3 (Sub-Nos. 132X and 134X), AB-12 (Sub-No. 187X), 

and AB-33 (Sub-Nos. 93X, 94X, 97X and 99X). 
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SECTION 1180.6(a)(4) 

OPINIONS OF COIJNqFI. FOR APPLICANTS 

UNION PACIFIC CORPORATION 

As counsel for Union Pacific Corporation, I am generally familiar with the 

proposed transactior\s and have reviewed the foregoing joint Application for authority 

under 49 U.S.C. Section 11343, et seq., for Union Pacific Corporation, together with 

certain of its subsidiaries, to acquire and to exercise control of Southern Pacific Rail 

Corporation, Southern Pacific Transportation Company, St. Louis Southwestern Railway 

Company and The Denver and Rio Grande Western Railroad Company. 

Based on my familiarity and this review, it is my opinion that the transactions 

described in this Application, including the related applications, petitions for exemption, 

notices of exemption and issuar.ce of securities and assumption of obligations, meet the 

requirements of law, are witti:n '.he corporate powers of Union Pacific Corporation, and 

will be legally authorized and valid, if approved by the Interstate Commerce 

Commission and con'̂ ummated as proposed. 

22^ 
Carl W. von Bernuth 
Senior Vice President and General Counsel 
Union Pacific Corporation 

0-^ 
Dated this 2 ^ day of November, 1995, at Bethlehem, PA. 
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SECTION 1180.6(a)(4) 

)F COUNSEL FOR APPLICANTS 

UNION PACIFIC RAILROAD COMPANY 
MISSOURI PACIFIC RAILROAD COMPANY 

As counsel for Union Pacific Railroad Company ("UPRR") and Missouri 

Pacific Railroad Company ("MPRR"), I am generally familiar with the proposed 

transactions and have reviewed the foregoing joint Application for authonty under 49 

U.S.C. Sections 11343, et seq.. for UPRR and MPRR, together with Union Pacific 

Corporation, to acquire and to exercise control of Southern Pacific Rai! Corporation, 

Southern Pacific Transportation Company, St. Louis Southwestern Railway Company, 

SPCSL Corp. and The Denver and Rio Grande Western Railroad Company. 

Based on my famiiiarity and this review, it is my opinion that the transactions 

described in thi.'i Application, including the related applications, petitions for exemption, 

notices of exv^mptinn and the issuance of secunties and the assumption of obligations, 

meet the requirements of law, ars within the corporate powers of UPRR and MPRR, and 

will be legally authon.^ed anci valid, if approved by the Interstate Commerce Commission 

and consummated as proposed. 

r̂ .,•/.V"\3><̂ !̂ 
James V Dolan 
Vice President-Law 
Union Pacific Railroad Company 
Missoun Pacific Railroad Company 

Dated this day of Novemt:er, 1995, at Omaha, Nebraska. 
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SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 
TRANSPORTATION COMPANV. ST. LOUIS SOUTHWESTERN 

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

As cou.isel for Southern Pacific Rail Corporation, Southern Pacific Transportation 

Company, St. Louis Southwestern Railway Company, SPCSL Corp. and The Denver and 

Rio Grande Western Railroad Company, 1 am generally familiar with the proposed 

control and merge ' transaction and have reviewed the foregoing joint Appiication under 49 

U.S.C. Sections 1'343-45 for authorization of the merger of Union Pacific Corporation, 

Union Pacific Railroad Company and .Missouri Pacific Railroad Company, on the one 

hand, and SPRC, SPT, SSW, SPCSL and DRG A, on the other. 

Based on my familia;ity and this review, it is my opinion that the transactions 

described in this .application, including the "-elated applications, petitions for exemption, 

notices of exemption and the issuance of securities and the assumption of obligations, meet 

the requirements of law, are within the corporate powers of SPRC, SPT, SSW, SPCSL .md 

DRGW, and will be legally authorized and valid, if approved by the Interstate Commerce 

Commission and consummated as proposed. ^ j ^ 

. , . '.^—/<^/r 7 
Cannon Y. Harvey, Executive Vice/President -
Finance and Law and General Counsel 
Southern Pacific Rail Corporation, Southern 
Pacific Transportation Company, St. Louis 
Southwestern Railway Company, SPCSL Corp. 
and The Denver and Rio Grande W estern 
Railroad Company 

Dated this 21st day of November, 1995, at Denver, Colorado. 
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SECTION n80.4(c)(2)(i) 

SIGNATURES, OATHS, AND CERTIHCATIONS 
OF APPLICANTS' EXECUTIVE OFRCERS 

Union Pacific Corporation 
Union Pacific Railroad Company 

Missouri Pacific Railroad Company 

COMMONWEALTH OF ) 
PENNSYLVANIA ) 

) 
COUNTY OF LEHIGH ) 

Richard K. Davidson, being duly sworn, depxjses and says that he is President of 

Union Pacific Corporation, and Chairman of the Board of Union Pacific Railroad 

Company and Missouri Pacific Railroad Company (collectively "Union Pacific"), 

applicants herein; that he is one of the executive officers duly authorized to sign, to 

verify, and to file this Application on behalf of Union Pacific; that he has knowledge of 

the n.atlers contained in this Application to the extent they relate to Un'on Pacific; and 

that his state'nents made in this Application are true and correct to the best of his 

knowledgf and belief. 

7 
^xt cA^ Richard K. Davidson 

Subscribed and sworn to before me this day of November, 1995. 

Notary Public 

My Commission expires as of 

c \sr*cmcAO*THWo noc 

h4utana' S«ai 
Valene A Madea f^Jtary Public 
Allen Twp Northampton County 

My ComrnissiO'' Expires Oct 10. 199f 
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I , Judy L. Swantak, hereby certify that I am Secretary of Union Pacific 

Corpcration, an applicant herein, and that Richard K. Davidson, President of Union 

Pacific Corporation, is duly authorized to sign, to verify, and to file this Application on 

behalf of Union Pacific Corporation. 

y ifly L. Swantak 
Secretary 

Dated thisa^^day of November, 1995, at Bethlehem, Pennsylvania. 
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I, Charles W. Saylors, hereby certify that I am Assistant Secretary of Union 

Pacific Railroad Company and Missouri Pacific Railroad Company, applicants herein, and 

that Richard K. Davidson, Chairman of the Board of said Companies, is duly authorized 

to sign, to vehfy, and to file this application on behalf of Union Pacific Railroad Company 

and Missouri Pacific Railroad Company. 

^^' l / / 7£ dr/ut 
Charles W. Saylors / 
Assistant Secretary '] 

Dated this-^^^^jay of November, 1995, at Omaha, Nebraska. 
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SOUTHERN PACIFIC RAIL CORPORATION 
SOUTHERN PACIFIC TRANSPORTATION COMPANY 

ST. LOUIS SOUTHW ESTERN RAILWAY COMPANY 
SPCSL CORP. 

THE DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

STATE OF COLORADO ) 
CITY AND ) ss. 

COUN n OF DENV ER ) 

Jerrv R. Davis, being duly sworn, deposes and says that he is President and Chief 

Executive Officer of Southern Pacific Rail Corporation and Chairman and Chief Executive 

Officer of Southern Pacific Transportation Company, St. Louis Southwestern Railway 

Com|)any, SPCSL Corp. and 1 he Denver and Rio Grande W estern Raiiroad Company, 

applicants herein; that he is one of the executive officers duly authorized to sign, to verify, 

and to file this Application on behalf of the foregoing; that he has knowledge of the matters 

contained in this Applicaiion to the extent they relate to the foregoing: and that the 

statements made in this Application are true and correct to the best of his knowledge and 

belief. 

/ 

Jcrrv R. Davis 

/ 
/ 

/ -f—^ 

Subscribed and sworn to before me this I7th day of November, 1995. 

My couimissiun expires: October 14. 1998. 
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I, T. F. O'Donnell, hereby certify that I am Secretary of Southern Pacific Rail 

Corporation, Southern Pacific Transportation Company, St. Louis Southwestern 

Railway Company, SPCSL Corp. and The Denver and Rio Grande Western Railroad 

Company, and that Jerry R. Davis, President and Chief Executive Officer cf Southern 

Pacific Rail Corporation, and Chairman and Chief Executive Officer of Southern Pacific 

Transportation Company, St. Louis Souttiwestern Railway Company, SPCSL Corp., 

and The Denver and Rio Grande Western Railroad Company, is duly authorized to 

sign, to verify, and to file this Application on behalf of the foregoing. 

Secretary 

Dated this " day of November, 1995, a: jr.r ^ryf, iCi-> 



CERTIFICATF OF .qpRyiCF 

I certify that I have sen/ed a conformed copy of the foregoing application in 

Finance Docket No. 32760, and conformed copies of verified statements, appendices and 

exhibits in support of the application, by first class mail, properly addressed with postage 

prepaid, or more expeditious manner of delivery, upon all persons required to be served 

as set forth in 49 C.F.R. §1180.4(c)(5), namely; 

(!) The Governor (or Executive Officer), Public Service Commission, and 
Department of Transportation of each State in which any part of the real properties 
of any of the Applicants is situated; 

(ii) The Secretary of the United States Department of Transportation 
(Docket Clerk, Office of Chief Counsel, Federal Railroad Administration, Room 
5101, 400 Seventh Street, S.W., Washington, D.C. 20590); 

(iii) The Attorney General of the United States; 

(iv) The Federal Trade Commission, and 

(v) All other persons who requested a copy of the application after the 
publication in the Federal Register of Applicants' pre-filing notice, 

and that I also served copies by the same method of mailing upon all earners from which 

the Traffic Study indicated traffic would be diverted (see Verified Statement of Richard B. 

Peterson, in Volume 2 of the Application (UP/SP-23)). 

Dated at Omaha, Nebraska, this 30th day of November, 1995. 

Louise A, Rinn 
One of the Atto^ys for Applicants 
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Respectfully submitted. 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern Pacific 
Transportation Company 

One Market Plaza 
San Francisco, California 94105 
(415) 541-1000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZCG 
JAMfIS M. GUINIVAN 
Harkins Cunning iam 
1300 Nineteenth Street, N.W. 
Washington. D C. 20036 
(202) 973-7600 

Attorneys for Southern Pacific 
Rail Corporation, 
Southern Pacific Transportation 
Company, St. Louis Southwestern 
Railway Company. SPCSL Corp., 
and The Denver and Rio Grande 
Western Railroad Company 
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SUMMARY OF BENEFITS 
($ Thousands) 

YEAR 1 

NET REVENUE G.'INS (a) 

OPERATING BENEFITS 
Labor Savings 
Nor-Labor Savings 

Car Utilisation 
Communications/Computers 
Operations 
General/A(Jminis;rative (D 

OJ 

Total Operating Benerits 

Employee Relocation 
Labor Protection / Separation 

SHIPPER LOGISTICS SAVINGS 

TOTAL BENEFITS: 

Annual One Time 

22,814 

90.585 

3,803 
(11,8-1) (82 479) 
46,501 (529,947) 

110,797 1 '39.805 
239,825 (472,621) 

(26,594) 
(107,411) 

27,251 

589,890 (606 626) 

YEAR 2 
Annual One-Time 

53,232 

222.973 

6,874 
321 (27,716) 

102,822 (394,951) 
116,070 35,300 
451,560 (387,367) 

;44.742) 
(67,251) 

63,585 

568,377 (499,360) 

YEAR 3 
Annual v7ne-Tlm9 

60,835 

255.194 

10,142 
26,997 (2,960) 

130,467 (266,539) 
125,245 62.300 
548,045 (207,199) 

(3,914) 
(11,926) 

72.669 

681,549 (223,039) 

YEAR 4 
Annual One-7imt: 

68,441 

258 390 

11,409 
21,719 (1.;'23) 

144.122 (124,960) 
137,970 
573.611 (126,1.13) 

(1,725) 

81,752 

723.804 '127.910) 

YEARS 
Annual One-Tlme 

76.045 

261,150 

12,677 
14,214 

157,756 
137,970 

9.905 

583,767 9,905 

90.836 

750,648 9.905 

NORMAL 
YEAR 

76.045 

261,150 

12,677 
14,214 

157.756 
137,970 
583.767 

90,836 

750,648 

(a) Net of additional cos .1 handling increased tratflc 

. . 1.^ '. 7.,.:i'J^l'-77^ m:2-'\ --•'^-'I'Mff-
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EXHIBIT 16 

CO 
tn 

SECTION 1180 9(a) 
PRO FORMA BAUNCE SHEET 

UPC/SPR CONSOLiDATED BASE YEAR 
($000) 

UPC 
BASE YEAR 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

UPC/SPR 
BASE YEAR 

ASSETS 

CASH A!tD CASH EQUIVA .ENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIA, S AND SUPPLIES 
OTHER CURRENT ASSETS 

$219,710 
539,844 
284,293 
587,504 

$240,600 
289,400 
71,800 
70,800 

$0 $460,310 
829,244 
356,093 
658.304 

TOTAL CURRENT ASSETS 1.631,351 672.600 2,303.951 

INVESTMENTS-NET 
EXCESS ACQUISITION COSTS 
OTHER ASSE 'S 

404,030 
870,407 
269,766 

79.200 

109,900 
-

483,230 
870,«^7 
379,666 

TOTAL OTHI-R ASSETS 1.544,203 189.100 1.733.303 

PROPERTIES, PLANT AND EQUIPMENT - NET 13,325.111 3.290,400 5,115.7 0 21,731.221 

TOTAL ASSETS $16,500,665 $4,152,100 $5,115,710 $25,768,475 
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EX;,iBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR CONSOLIDATED BASE YEAR 
($000) 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLF 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

TOTAl CURRENT LIABILITIES 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTEH ONE YEAR 
DEFE,"?RED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

TOTAL NONCURRENT LIABILITIES 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

•"OTAL SHAREHOLDERS' EQUITY 

UPC 
BASE YEAR 

$627,213 
522,240 

1,224.250 

2.373,703 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

4,690,987 
3,451,867 
1,036,307 

9.179,161 

580,000 
1,428.000 
A-m.eoi 
(;,Gii,ooo) 

4,947.801 

$327, "00 $ 
59,500 
629,200 

1,015,800 

1.089,300 
223,400 
764,900 

2,077,600 

200 
1.116,200 

(57,700) 

1,058,700 

1,667,212 
1,844,410 

187,000 

3,698,622 

95,023 
1,264,365 

57.700 

1,417,088 

UPC/SPR 
BASE YEAR 

$954,313 
581,740 

1,853,450 

3.389,503 

7,447 
5,51s. , / 
1.986 ."07 

14,955.383 

675,223 
3,808,565 
4,550,801 

(1.611,000) 

~7,423,589 

TOTAL LlA jlLITIES AND SHAREHOLDERS' EQUITY $16^ ,665 $4J52,100 $5,115,710 $25,768,475 



EXHIBIT 16 

CD 
•Nl 

SECTION 1180 9(a) 
PRO FORMA BAUNCt; SHEET 

UPC/SPR YEAR ONE 
($000) UPC/SPR UPC/SPR 

BASE YEAR YEAR ONE PRO-FORMA 
(1994) ADJUSTMENTS YEAR ONE 

A':.SETS 

C VSH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE • NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$460,310 
829,244 
356,093 
658,304 

$460,310 
829,244 
356.093 
658,304 

TOTAL CURRENT ASSETS :..303,951 _ 2.303.951 

INVESTMENTS - NET 
EXCESS ACQUISITION COSTS 
OTHER ASSETS 

483,230 
870,407 
379,666 

483.230 
870.407 
379,666 

TOTAL OTHER ASSETS 1,733.303 _ 1.733.303 

PROPERTIES. PLANT AND EQUIPMENT - NET 21,731.221 340.954 22.072.175 

' ••- •—' " •' •• — ' ' ' ' 
TCTAL ASSETS $25,768,475 $340,954 $26,109,429 



EXHIBIT 16 

SECTION 1180.9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR ONE 
($000) UPC/SPR UPC/SPR 

BASE YEAR YEAR O.'IE PRO-FORMA 
(1994) ADJU.^TME.^(TS YEAR ONE 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$954,313 
581.740 

1,853,450 

$0 $954,313 
581,740 

1.853,450 

TOTAL CURRENT LIABILITIES 3,389,503 3,389.503 
00 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

7,447,499 
5.519,677 
1,988.207 

454,564 
(6,425) 

(67,003) 

7.902,063 
5,513,252 
1,921,204 

TOTAL NONCURRENT LIABILITIES 14,955,383 381,136 15.336.519 

SHAREHOLDERS' EQUITY: 
CAPTAL STOCK 
ADDITIONAL PAID-IN CAPiTAL 
RETAINED EARNINGS 
TREASURY ."^TOCK 

675,223 
3,808,565 
4,550,801 

(1,611,000) 
(40,182) 

675,223 
3.808,565 
4,510,619 

(1.611,000) 

TOTAL SHAREHOLDERS' EQUITY 7.423,589 (40,182) 7.383.407 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $25,768,475 $340,954 $26,109,429 

* 



EXHIBIT 16 

CO 
CO 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR m O 
($000) UPC/SPR UPC/SPR ($000) 

PRO-FORMA YEAR TWO PRO-rORMA 
YEAR ONE ADJUSTMENTS YEAR TWO 

ASSETS 

CASH AND CASH EQUIVALENTS $460,310 10 $460,310 
ACCOUNTS RECEIVABLE - NET P..<3,244 - 629.244 
MATERIALS AND SUPPLIES 356,063 - 356,093 
OTHER CURRENT ASSETS 6S8,'304 - 658,304 

TOTAL CURRENT ASSETS 2,303,951 - 2.303,951 

INVESTMENTS - NET 483,230 _ 483,230 
EXCESS ACQUISITION COSTS 870,407 - »»70,4O7 
OTHER ASSETS 379,666 * 379,666 

TOTAL OTHER ASSETS 1.733,303 - 1.733.303 

PROPERTIES. PLANT AND EQUIPMENT - NET 22.072,175 2?4,895 22.297,070 

TOTAL ASSETS $;'6,109.429 $224,695 $26,334,324 

tmem 
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EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR TWO 
($000) UPC/SPR UPC/SPR 

PRO FORMA YEAR TWO PRO-FORMA 
YEAR ONE ADJUSTMENTS YEAR TWO 

LIABIUTiES AND SHAREHOLDERS EQUITY 

CURRENT LIABILITIf^ 
ACCRUED ACCOUNT^, PAYABLE 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$954,313 
581,740 

1,853.450 

$954,313 
581,7«) 

1 853,450 

s 
TOTAL CURRENT LIABILITIES 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRED INCOME TAXES 
OTHER NONCURRENT L'ABILITIES 

TOTAL NONCURRENT JABILITIES 

3.389.503 

7,902,063 
5,513,252 
1,921,204 

15,336,519 

172,735 
38.595 

(65,997) 

145.333 

3,369.503 

8,074,798 
5,551,847 
1,855,207 

15.481,852 

SHAREHOLDERS' EQUITY 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

675.?23 
3,808 565 
4,510.619 

(1,611,000) 
79,562 

675.223 
3808.565 
4,590,181 

(1,611,000) 

TOTAL SHAREHOLDERS' EQUITY 7,383,407 79.562 7.462,969 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $26,109.429 $224,395 $26,334,324 

'""xxe-xe.xxetxt.ii.-taxta 
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EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR THREE 
($000) 

ASSETS 

UPC/SPR 
PRO-FORMA 
YEAR TWO 

YEAR THREE 
ADJUSTMENTS 

UPC/SPR 
PROFORMA 
YEAR THREE 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE • NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

TOTAL CURRENT ASSETS 

INVESTMENTS - NET 
EXCESS ACQUISITION COSTS 
OTHER ASSETS 

TOTAL OTHER ASSETS 

PROPERTIES. PLANT AND EQUIPMENT^T 

$460,310 
829,244 
356,093 
658,304 

2.303.9S1 

483,230 
870.407 
379,666 

1,733..303 

22,297.070 34.467 

$460,310 
829,244 
356,093 
658.304 

2,303,951 

483 230 
870,407 
379,666 

1.733.303 

22.331.537 

TOTAL ASSETS $26.334.374 $34,467 $26.368.79< 

^4».t«aamm-.t.i,i,aMmm:x. 



EXHIBIT 16 

mmm. 

o 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC'SPR YEAR THREE 
($000) 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

TOTAL CURRENT LIABILITIES' 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRED INC-ME TAXES 
OTHER NONCURRENT LIABILITIES 

TOTAL NONCURRENT LIABILITIES 

SHAREHOLDERS' EQUITY 
CAPiTAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

TOTAL SHAREHOLDERS' EQUITY 

UPC/SPR 
PRO-FORMA 
YEAR TWO 

YEAR THREE 
ADJUSTMENTS 

$954 313 
581,740 

1,853,450 

3,389,503 

8,074,798 
5,551,647 
1,855,207 

15,481.852 

675 223 
3,808,565 
4 590,181 

(i.6M,onoj 

7.-i6Z.'Ki.4 

(138,760) 
29,264 
(7,920) 

UPC/SPR 
PRO-FORMA 
YEAR THREE 

(117.416) 

151,883 

151,883 

$954,313 
581.740 

1,853.450 

3,339.503 

7,936,a38 
5,581,111 
1,847,287 

15.364,436 

675,223 
3,808.565 
4,742,064 

(1.611,000) 

7.614.852 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $26.334.324 $34,467 $26,368,791 



EXHIBIT 16 

o 
00 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR FOUR 
($000) UPC/SPR 

PRO-FORMA 
YEAR THREE 

YEAR FOUR 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
YEAR FOUR 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$460,310 
829,244 
353,093 
658.304 

10 $460,310 
829.244 
356,093 
656.304 

TOTAL CURRENT ASSETS 2.303,951 2.303.951 

INVESTMENTS - NET 
EXCESS ACQUISITION COSTS 
OTHER ASSETS 

483.230 
87u,407 
379,666 

-
483,230 
870,407 
379,666 

TOTAL OTHER ASSETS 1 733,303 - 1.733.303 

PROPERTIES, PLANT AND EQUIPMENT - NET 22.331,537 (55.522) 22.276.015 

TOTAL ASSETS $26,368.V91 ($55,522) $26,313,269 



EXHIBIT 16 

O 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR FOUR 
($000) UPC/SPR 

PRO-FORMA 
YEAR THREE 

YEAR FOUR 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
YEAR FOUR 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
1 ONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURREM LIABILITIES 

$954,313 
581,740 

1,853,450 

$0 $954,313 
581 740 

1,853,450 

TOTAL C U R ^ t N T LIABILITIES 3.389.503 - 3.369.503 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

7,936,038 
5,581,111 
1.847,287 

(253.603) 
20,730 

(863) 

7.682.435 
5,601,841 
1,846.424 

TOTAL NONCURRENT LIABILITIES 15,364,436 (233.736) 15.1M.700 

SHAREHOLDERS' EQUITY 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

675.223 
3.808,565 
4.742,064 

(1.611,000) 
178,214 

67S,223 
3,806,565 
4,920.278 

(1,611,000) 

TOTAL SHAREHOLDERS' EQUITY 7.614.852 178.214 7.793.066 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $26,368,791 ($5=5.522) $26,313,269 



EXHIBIT 16 

O 
C71 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR FIVE 
($000) UPC/SPR 

PRO-FORMA 
YEAR FOUR 

YEAR FIVE 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
YEAR FIVE 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$460,310 
829.244 
356,093 
658,304 

10 $460,310 
829,244 
356,093 
658,304 

TOTAL CURRENT ASSETS 2.303,951 . 2,303.951 

INVE«;TMENTS • NET 
EXCESS ACQUISITION COSTS 
OTHER ASSETS 

483,230 
870,407 
379.666 

-
483,230 
870,407 
379,666 

TOTAL OTHER ASSETS 1.733,303 - 1.733.303 

PROPERTIES, PLANT AND EQUIPMENT - NET 22,278.015 (192,703) 22.083.312 

TOTAL ASSETS $26,313,269 ($192,703) $26,120,566 

HiBIHilill 



EXHIBIT 16 

O 
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SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR YEAR FIVE 
($000) UPC/SPR 

PRO-FORMA 
YEAR FOUR 

YEAR FIVE 
ADJUSTMEinS 

UPC/SPR 
PRO-FORMA 
YEAR FIVE 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$954,313 
581,740 

1,853,4.50 

to $954,313 
581,740 

1,853,450 

TOTAL CURRENT LIABILITIES 3,389.503 _ 3,389,503 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRi n INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

7,682,435 
5,601,841 
1,846,424 

(400.235) 
5,445 

7,282,200 
5,607.286 
1,846,424 

TOTAL NONCURRENT LIABILITIES 15.130.700 (394,790) 14.735.910 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

675,223 
3.806,565 
4,920.278 

(1.611,000) 
202 067 

675.223 
3,808,565 
5,122.365 

(1,611,000) 

TOTAL SHAREHOLDERS' EQUITY 7,793.066 '.'02.067 7.995.153 

TOTAL LIABILITIES AUD SHAREHOLDERS'EQUITY $26,313,269 $26,120,566 



EXHIBIT 16 

mmsm 

o 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR NORMAL YEAR 
($000) UPC/SPR UPC/SPR 

PRO-FORMA NORMAL YEAR PRO-FORMA 
YEAR FIVE ADJUSTMENTS NORMAL YEAR 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$460,310 
829,244 
356.093 
658,304 

10 $460,310 
829,244 
356,093 
658,304 

TOTAL CURRENT ASSETS 2,303.951 _ 2.303,951 

INVESTMENTS-NET 
EXCESS ACQUISITION COSTS 
OTHER ASSETS 

483,230 
870.407 
379,666 

-
483,230 
870,407 
379,666 

TOTAL OTHER ASSETS 1.733,303 1 733 303 
n • • • -• • • • • • ..t • 

PROPERTIES, PLANT ANO EQUIPMENT - NET 22.083,312 (182.255) 21 901 057 
* »• A 1 _ 1 J - - -

TOTAL ASSETS $26 120.566 0^62.255) $25,938,311 



EXHIBIT 16 

o 
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SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UPC/SPR NORMAL YEAR 
($000) UPC/SPR UPC/SPR 

PRO-FORMA NORMAL YEAR PRO-FORMA 
YEAR FIVE ADJUSTMENTS NORMAL YEAR 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYA'iLE 
LONG TERM DEBT DUE WITHIN ONE YEAR 

$954,313 
581 740 

10 $954,313 
581,740 

1.853,450 OTHER CURRENT LIABILITIES 1,853,450 -

$954,313 
581,740 

1.853,450 

TOTAL CURRENT LIABILITIES 3,389,503 3.389.503 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

7.282,200 
5,607,286 
1,846,424 

(397.671) 
(7,741) 

6,884,529 
S,599,545 
1,846,424 

TOTAL NONCURRENT LIABILITIES 14.735.910 (405,412) 14.330,498 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 
TREASURY STOCK 

675,223 
3.808.565 
5,122,365 

(1,611,000) 
223,157 

675.223 
3,806,565 
5,345,522 

(1,611,000) 

TOTAL SHAREHOLDERS' EQUITY 7.995,153 223.157 8.218.310 

TOTAL LIABILITIES AND SHAREHOI DERS' EQUITY $26,120,566 ($182,255) $25,938,311 



NOTES TO PRO FOFlMA BALANCE SHEET 

UPC/SPR 

BASH YEAE 

1. UPC BASE YEAR (1994): Represents the combination of UPC's balance sheet as 
reported in UPC's 1994 10-K Annual Report and CNWT's balance sheet as reported in 
CNWT's 1994 10-K Annual Report An adjustment was made to record the acquisition of 
the CNWT shares not already owned by UP Rdl, Inc at the date of acquisition of CNWT, 
as well as, the related purchase accounting adjustments recorded in connection with the 
acquisition including the recognition of (rNWT's assets and liabilities at their fair values. 
Adjustments also reflect the spin-off of Union Pacific Resources to IJPC shareholders 

2 SPR BASE YEAR (1994) Represents SPR's Balance Sheet as reported in SPR's 1994 
lO-K Annua! Report. 

3 UPC/SPR BASE YEAR ADJUSTMENTS Represents th, acquisition of SPR and the 
related purchase accounting adjustments for this transaction 
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NOTES TO PRO FORMA BALANCE SHEET 

UPC/SPR 

YEAR ONE THROUGH NORMAL YEAR 

PROPERTIES, PLANT AND EQUIPMENT - NET Represents capital spending 
necessary to combine operation? - f the two companies reduced by the book value of 
property sold and abandoned Additionally, all years reflect an increase in depreciation 
expense resuhing from the di,. ĵ ending necessary to combine operations of the two 
companies and the purchase accounting adjustment to revalue property. 

LONG TERM DEBT DLTE AFTER ONE YEAR Represents the net change in the long-
term debt resulting from the change in net income, proceeds from property sales and 
abandonments, capital spending, de'ot discount amortization and certain one-time merger 
costs 

DEf ERRED INCOME TAXES Represents net change in deferred taxes payable related 
to duTerent book and lax treatment of depreciation expense, debt discount amortization, 
certain merger related costs and property sales and abandonments. 

OTHER NONCURRENT LIABILITIES Represents cartain merger costs, including 
employee separation and relocation costs, which are charged to the merger reserves 
recognizees in purchase accounting 

RETAINED EARNINGS Represents the change in net income 
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EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR CONSOLIDATED BASE YEAR 
($000) 

UP 
BASE YEAR 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

UP/SPR 
BASE YEAR 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$110,751 
414.369 
225,827 
156.973 

$240,600 
289,400 
71,800 
70,800 

to $351,351 
703,769 
297,627 
227.773 

TOTAL CURRENT ASSETS 907.920 672.600 1,580.520 

INVESTMENTS-NET 
OTHER ASSETS 

618.541 
210.733 

79,200 
109,900 

- 697,741 
320.633 

TOTAL OTHER ASSETS 829,274 189.100 1 Oia .174 
• . - l • 

F'KOPfcRTItS. PLANT AND £QU1F ?.",:"NT - NET 12.856.074 3.290.400 5.115.710 31 267 184 
. , . , . — — 1 , — — . , — , . - . 

IOTALASSETS $14,593,268 K152.100 $5.1i5.710 $23,861 078 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR CONSOLIDATED BASE rEAR 
($000) 

UP 
BASE YEAR 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

UP/SPR 
BASE YEAR 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$1,279,747 
1.080,091 

161,942 
2,681 

$327,100 

59,500 
629,200 

$ 
1,592.212 

$1,606,847 
2,672,303 

221.442 
631,881 

— TOTAL CURRENT LIABILITIES 2.624.461 1,015.800 1.592.212 5.132,473 
ro 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

2.247,118 
193.981 

3,749,180 
877,271 

1.089,300 

223,400 
764,900 

75,000 

1,844.410 
187,000 

3,411.418 
193,961 

5,816.990 
1,829,171 

TOTAL NONCURRENT LIABILITIES 7,067.550 2.077.600 2.106,41; 11,251.560 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224,289 
315,702 

4,461.266 

200 
1,116,200 

(57.700) 

(200) 
1.359,588 

57,700 

224,289 
2.791,490 
4,461,266 

TOTAL SHARE' OLDERS' EQUITY 5.001.257 1.058,700 1.417.088 7,477,045 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $14,593,268 $4.152.ia $5,115,710 $23,861,078 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR ONE 
($000) UP/SPR UP/SPR 

BASE YEAR YEAR ONE PRO-FORMA 
(1994) ADJUSTMENTS YEAR ONE 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE NET 
fvlATERIAtS AND SUPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703,769 
297,627 
227.773 

$0 $351,351 
703.769 
297,627 
227.773 

TOTAL CURRENT ASSETS 1.580.520 _ 1.580.520 

INVESTMENTS - NET 
OTHER ASSETS 

ra7,741 
320.633 

• 697,741 
320,633 

TOTAL OTHER ASSETS 1,018,374 1.018.374 

PROPERTIES. PLANT AND EQUIPMENT • NET 21.262.184 340.954 21.603.138 

TOTAL ASSETS $23,861,078 $340,954 $24,202,032 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR ONE 
($000) UP/SPR 

BASE YEAR 
(1994) 

YEAR ONE 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR ONE 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABIUTIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$1,606,847 
2,672,303 

221,442 
631,881 

$0 
461,382 

$1,60€.847 
3,133.685 

221.442 
631,881 

TOTAL CURRENT LIABILITIES 5.132.473 461.382 5.593.855 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

3,411,418 
193,981 

5.816,990 
1,829.171 

(6,818) 

(6,425) 
(67.003) 

3,404,600 
193,981 

5.810,565 
1,762,168 

TOTAL NONCURRENT LIABILITIES 11.251,560 (80.246) 11.171,314 

SHAREHOLDERS' EQUITY 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224.289 
2,791.490 
4.461,266 (40,182) 

224,2e9 
2,791,490 
4,421,084 

TOTAL SHAREHOLDERS' EQUITY 7.477,045 (40,182) 7,436.863 

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $23,861,078 $340,954 $24,202,032 



EXHIBIT 16 

mmmssssmt 

(Jt 

SECTION 1180 9(s) 
PRO FORM* BAIJVNCE SHEET 

UP/SPR YEAR TWO 
($000) UP/SPR 

PRO-FORMA YEAR TWO 
UP/SPR 

PRO-FORMA 
YEAR ONE ADJUSTMENTS YEAR TWO 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE • NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703,769 
297,627 
227.773 

$0 $351,351 
703.769 
297.627 
227.773 

TOTAL CURRENT ASSETS 1.580.520 _ 1.560,520 

INVESTMENTS - NET 
OTHER ASSETS 

697.741 
320.633 

- 697,741 
320,633 

TOTAL OTHER ASSETS 1,018.374 1 mtl XT A 

PROPERTIES. PLANT AND EQUIPMEN T • NET 21.603.138 224.895 21 B58 cm 
-—•— 1 • — 

TOTAL ASSETS $24,202,032 $224,895 $24,426,927 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR /EAR TWO 
($000) UP/SPR 

PRO-FORMA 
YEAR ONE 

YEAR TWO 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR TWO 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$1,606,847 
3,13,3,685 

221,442 
631.881 

$0 
211,378 

$1,606,847 
3,345.063 

221,442 
631,881 

TOTAL CURRENT LIABILITIES 5.S93.855 211.378 5,805,233 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO ' rF lL iATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

3,404.600 
193,981 

5,810,565 
1,762,168 

(6,818) 

38,595 
(65,997) 

3.397,782 
19-*,Sai 

5,849,160 
1,696,171 

TOTAL NONCURRENT LIABILITIES 11.171.314 (34.220) 11.137.094 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224,289 
2,791,490 
4,421,084 47,737 

224,289 
2.791.490 
4.468,821 

TOTAL SHAREHOLDERS' EQUITY 7.436,863 47.737 7.484.600 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $24,202,032 $224,895 $24,426,927 

mm mm 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR THREE 
($000) UP/SPR 

PRO-FORMA 
YEAR TWO 

YEAR THREE 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR THREE 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703.769 
297,627 
227.,T73 

to $351,351 
703,769 
297,627 
227,773 

TOTAL CURRENT ASSETS 1.580.520 1,580.520 

INVESTMENTS - NET 
OTHER ASSETS 

697,741 
320,633 

- 697,741 
320.633 

TOTAL OTHER ASSETS 1,018.374 1.018.374 

PROPERTIES, PLANT AND EQUIPMENT - NET 21,828,033 34.467 21.862.500 

TOTAL ASSETS $24,426,927 $34,467 $24,461,394 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR THREE 
($000) UP/SPR 

PRO-FORMA 
YEAR TWO 

YEAR THREE 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR THREE 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABIUTIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$1,606,847 
3,345,063 

221.442 
631.881 

to 
(70.183) 

$1,306,847 
3.274,880 

221,442 
631,881 

TOTAL CURRENT LIABILITIES 5.805.233 (70.183) 5.735,050 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

3.397.782 
193,981 

5.849,160 
1,696,171 

(6,818) 

29,264 
(7.920) 

3,390,964 
193,961 

5,876,424 
1,688,251 

TOTAL NONCURRENT LIABILITIES ; i.i37,094 14,526 11.151.620 

SHAREHOLDERS EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224.289 
2.791,490 
4.468.821 90,124 

224,289 
2,791.490 
4,558,945 

TOTAL SHAREHOLDERS' EQUITY 7,484,600 90,124 7,574.724 

TOTAL LIABIUTIES AND SHAREHOLDERS' EQUITY $24,426,927 $34,467 $24,461,394 

iBSi 
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EXHIBIT 16 

CO 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR FOUR 
($000) UP/SPR 

PRO-FORMA 
YEAR THREE 

YEAR FOUR 
ADJUSTMENTS 

UP/SPi' 
PRO-FOR ;̂A 
YEAR FOUK 

ASSETS 

CASH AND CASH EQUIVALEM ! r> 
ACCOUNTS RECEIVABLE • NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703,769 
297,627 
227,773 

to $351,351 
703,769 
297,627 
227.773 

TOTAL CURRENT ASSET- 1,580,520 _ 1,580,520 

INVESTMENTS - NET 
OTHER ASSETS 

697,741 
320.633 

- 697,741 
320.633 

TOTAL OTHER ASSETS 1,018.374 1 018 374 

PROPERTIES, PLANT AND EQUIPMENT - K2T 21.862.500 (55.522) 21 806 978 
—_. ... , • 1 * ) iz 

TOTAL ASSET S $24,461,394 (»55,522^ $24,405,872 



EXHIBIT 16 

ro o 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR FOUR 
($000) UP/SPR UP/SPR 

PRO-FORMA YEAR FOUR PRO-FORMA 
YEAR THREE ADJUSTMENTS YEAR FOUR 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAH 
OTHER CURRENT LIABILITIES 

$1,606,647 
3,274,880 

221,442 
631 881 

to 
(172,541) 

$1,606,847 
3,102,339 

221,442 
631,881 

TOTAL CUfvRENT LIABILITIES 5,735.050 (172,541) 5.562,509 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABIUTIES 

3.390.964 
193,981 

3,878,424 
1,688,251 

(6,818) 

20,730 
(863) 

3,384,146 
193,981 

5.899,154 
1,687,388 

TOTAL NONCURRENT t lABILITIES 11.151.620 13.049 11.164.669 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224,289 
2,791,490 
4,558,945 103,970 

224,289 
2,791,490 
4,662,915 

TOTAL SHAREHOLDERS'EQUITY 7.574.724 103.970 7.678694 
• .11 - . • , .. . . t . • .• 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $24.461,394 ($55,522) $24,405,872 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR FIVE 
($000) UP/SPR 

PRO-FORMA 
YEAR FOUR 

YEAR FIVE 
ADJUSTMENTS 

UP/SPR 
PliO-FORMA 
YEAH FIVE 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND -.UPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703.769 
297.627 
227,773 

to $351,351 
703.769 
297,627 
227.773 

TOTAL CURRENT ASSETS 1.580,520 - 1.530,520 

INVESTMENTS-NET 
OTHER ASSETS 

697,741 
320.633 

- 69f,741 
320,633 

TOTAL OTHER ASSETS 1.018.374 - 1.018.374 

PROPERTIES. PLANT AND EQUIPMENT - NET 21.806,978 (192.703) 21.614.275 

TOTAL ASSETS $24,405,872 ($192,703) $24,213,169 



EXHIBIT 16 
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SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR YEAR FIVE 
($000) UP/SPR UP/SPR 

PRO-FORMA YEAR FIVE PRO-FORMA 
YEAR FOUR ADJUSTMENTS YEAR FIVE 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PAYABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIABILITIES 

$1,606,847 
3,102,339 

221,442 
631,881 

$0 
(307,276) 

$1,606,847 
2,795,063 

221,442 
631,881 

TOTAL CURRENT LIABILITIES 5.562.509 (307,276) 5.255,233 

NONCURRENT LIABIUTIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

3 384,146 
193.981 

5,899,154 
1,687,388 

(6,818) 

5,445 

3,377,328 
193,961 

5,904,599 
1,687,388 

TOTAL NONCURRENT LIABILITIES 11.164.669 (1.373) 11,160.296 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 

224,289 
2.791,490 

• 224.289 
2,791,490 
4,778,861 RETAINED EARNINGS 4,662.915 115.946 

224.289 
2,791,490 
4,778,861 

TOTAL SHAREHOLDERS' EQUITY 7,678.694 115.946 7 794.640 
— — • "' —— •' I I -

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $24,405,872 ($192,703) $24,213,169 



EXHIBIT 16 

ro 
CO 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP/SPR NORMAL YEAR 
($000) UP/SPR 

PRO-FORMA 
YEAR FIVE 

NORMAL YEAR 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 

NORMAL YEAR 

ASSETS 

CASH AND CASH EQUIVALENTS 
ACCOUNTS RECEIVABLE - NET 
MATERIALS AND SUPPLIES 
OTHER CURRENT ASSETS 

$351,351 
703.769 
297,627 
227,773 

to $351,351 
703,769 
297,627 
227.773 

TOTAL CURRENT ASSETS 1,580,520 1.580.520 

INVESTMENTS - NET 
OTHER ASSETS 

687.741 
320.633 

- 697,741 
320,633 

TOTAL OTHER ASSETS 1.018,374 - 1,018^374 

PROPERTIES, PLANT ANO EQUIPMENT - NET 21.614.275 (182.2£5) 21,432.020 

TOTAL ASSETS $24,213,169 ($132,255) $24,030,914 

tmmtm 



EXHIBIT 16 

SECTION 1180 9(a) 
PRO FORMA BALANCE SHEET 

UP'SPR NORMAL YEAR 
($000) UP/SPR UP/SPR 

PRO-FORMA NORMAL YEAR PRO-FORMA 
YEAR FIVE ADJUSTMENTS NORMAL YEAR 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
ACCRUED ACCOUNTS PA . ABLE 
PAYABLES TO AFFILIATES 
LONG TERM DEBT DUE WITHIN ONE YEAR 
OTHER CURRENT LIA1ILITIES 

$1,606,847 
2,795,0&3 

221,442 
631.881 

so 
(293.560) 

$1,606,847 
2.501,503 

221,442 
631,881 

TOTAL CURRENT LIABIUTIES 5,255,233 (293.560) 4.961.673 

NONCURRENT LIABILITIES 
LONG TERM DEBT DUE AFTER ONE YEAR 
ACCOUNTS PAYABLE TO AFFILIATES 
DEFERRED INCOME TAXES 
OTHER NONCURRENT LIABILITIES 

3,377,328 
193,961 

5,904,599 
1,687,388 

(6.818) 

(7,741) 

3,370,510 
193,981 

5,896,858 
1,687.388 

TOTAL NONCURRENT LIABILITIES 11.163.296 (14.559) 11.148.737 

SHAREHOLDERS' EQUITY: 
CAPITAL STOCK 
ADDITIONAL PAID-IN CAPITAL 
RETAINED EARNINGS 

224,289 
2.791.490 
4.778,861 125,864 

7^4,289 
2.791,490 
4.904,725 

TOTAL SHAREHOLDERS'EQUITY 7,794.640 125.864 7 920 504 
• — ~— A. . LZ^ZJUrl lZ. _ 

TCTAL LIABIUTIES AND SHAREHOLDERS' EQUITY $24,213,169 ($182,255) $24,030,914 



NOTES TO PRO FORMA BALANCE SHEET 

UP/SPR 

BASE YEAR 

1. UP BASE YEAR f 1994) Represents the combination of UP's balance sheet as reported 
in UP's 1994 R-1 Annual Report, the 1994 balance sheet of UP Rail, Inc , and CNWT's 
balance sheet as reported in CNWT's 1994 10-K Aimual Report An adjustment was 
made to record the acquisition of the CNWT shares not already owned by UP Rail, Inc at 
the date of acquisition of CNWT, as well as the related purchase accounting adjustments 
recorded in connection with the acquisition includi.ig the recognition of CNWT's assets 
and liabilities at their fair values. 

2. SPR BASE YEAR (1994) Repre.sents SPR's balance sheet as reported in SPR's 1994 
lO-K Annual Report 

3. UP/SPR BASE YEAR ADJUSTMENTS Represents the acquisition of SPR and the 
related purchase accounting adjustments for this transaction. 

125 
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NOTES TO PRO FORMA BALANCE SHEET 

UP/SPR 

YEAR ONE THROUGH NORMAL YE.\R 

PROPERTIES, PLANT AND EQUIPMENT - NET Represents capital spending 
necessary to combine operations of the two companies reduced by the book value of 
prc:>*>rty sold and abandoned Additionally, all years reflect an increase in depreciation 
expense resulting from the capital spending necessary to combine operations of the two 
companies and the purchase accounting adjustment to revalue property. 

PAY ABLES TO AFFILIATES Represents the net change in tae payable to UPC 
resuitmg from the change in net income, proceeds from property sales and abandonments, 
capital spending, dividends and cenam one-time merger costs 

LONG TERM DEBT DUE AFTER ONE YEAR Represents the amortization of the 
discount on SPR's debt 

DEFERRED INCOME TAXES Represents net change in deferred taxes payable related 
to different book and tax treatment of depreciation expense, debt discount amortization, 
certain Tierger related costs and prooeny sales and abandonments. 

OTHER NONCURRENT LIABILITIES Represents certain merger costs, including 
employee separation and relocation costs, which are charged to the merger reserves 
recognized in purchase accounting 

RETAINED E.ARNINGS Represents the change in net income, reduced by 
dividends payable to LTC 
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APPENDIX^ 

PRO FORMA INCOME STATEMENTS 
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EXHIBIT 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR CONSOLIDATED BASE YEAR 
($000) 

REVENUES 

OPERATING EXPENSES 

OPERATING INCOME 

OTHER INCOMEy(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOME/(EXPENSE) 

TOTAL OTHER IHCOMEy(EXrENSE) 

INCOME BEFORE TAXES 

PROVISION FOR INCOME TAXES: 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

TOTAL PROVISION FOR INCOME TAXES 

UPC 
BASE YEAR 

$7,546,833 

6,055,810 

1,491.023 

(435,862) 
20,832 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

(415,030) 

197,375 
208,317 

405,692 

$3,082,300 $ 

2.754,757 

327,543 

(158.200) 
(41,400) 

127,943 

3,700 
50,388 

54,088 

UPC'SPR 
B^SEYEAR 

$10,629,133 

8,810,567 

1,818.566 

(594,062) 
(20,568) 

(614,630) 

201.075 
258.705 

459.780 

NET I,̂ IC0ME $670.301 $73.855 $0 $744,156 



EXHIBIT 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR YEAR ONE 
($000) UPC/SPR UPC/SPR 

BASE YEAR YEAR ONE PRO-FORMA 
(1994) ADJUSTMENTS YEAR ONE 

REVENUES $10,629,133 $69,551 $10,698,684 

OPERATING EXPENSES 8,810,567 35,515 8,846,082 

OPERATING INCOME 1.318.566 34.036 1,852,602 
^mia 

ro 
CD OTHER INCOMEy(EXPENSE) 

INTEREST EXPENSE (594,062) (128,520) (722,582) 
OTHER INC0ME/(EXPENSE) (20 566) 29,935 9,367 

TOTAL OTHER INCOME/(EXPENSE) (614.630) CW.SBS) (713,215) 

INCOME BEFORE TAXES 1.203,936 v64.549) 1.139.387 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 201,075 (17.942) 183.133 
DEFERRED INCOME TAXES 258,705 (6,425) 252.280 

TOTAL PROVISION FOR INCOME TAXES 459.780 (24.367) 435 413 

NET INCOME $744,156 ($40,182) $703,974 
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EXHIBIT 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR YEAR TWO 
($000) UPC/SPR 

BASE YEAR 
(1994) 

YEAR TWO 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
VEAR TWO 

REVENUES $10,629,133 $162,285 $10,791,41,3 

OPERATING EXPENSES 8,810 567 (123,399) 8,687,168 

OPERATING INCOME 1.818.566 285.684 2.104,;!50 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOME/(EXPENSE) 

(594,062) 
(20,668) 

(167,738) 
10 640 

(761,800) 
(9,928) 

TOTAL OTHER INCOMD(EXPENSE) (614,630) (157.096) 1771 7781 
— — — 1 ( , • . . . - . — ^ 

INCOME BEFORE TAXES 1,203.936 128 586 1,332.522 

PROVISION FOR INCOME TAXES: 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

201,075 
258,705 

10,429 
38.595 

211.904 
297.300 

TOTAL PROVISION FOR INCOME TAXES 459.780 49.034 SORStlA 
' — • • 1—^ 1 - .- • 

NET INCOME $744,156 $7:9,562 $823,718 

^atmagammm mam 



EXHIBIT 17 

CO 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR YEAR THREE 
($000) UPC/SPR 

BASE YE^R 
(1994) 

YEAR THREE 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
YEAR THREE 

REVENUES $10629,133 $185,468 $10,814,601 

OPERATING EXPENSES 8,810,567 (241,599) 8,566,968 

OPERATING INCOME 1.818,566 427.067 2.245.633 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOMEy(EXPENSE) 

(594,062) 
(20,568) 

(183.000) 
1,163 

(777.062; 
(19.405) 

TOTAL OTHER lNCOME;(EXPENSE) (614,630) (181.837^ f796 467> 
• — — » 1 • . 1 ' ' 

INCOME BEFORE TAXES 1.203.936 245.230 1,449 166 

PROVISION FOR INCOME TAXES. 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

201,075 
258.705 

64,083 
29,264 

265,158 
287.969 

TOTAL PROVISION FOR INCOME TAXES 469.780 93.347 553137 
— — ——> , 

NET INCOME $744,156 $151,883 $896,039 



EXHIBIT 17 

ro 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR YEAR FOUR 
($000) UPC/SPR 

BASE YEAR 
(1994) 

YEAR FOUR 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 
YEAR FOUR 

REVENUES $10,629,133 $209,491 $10,838,624 

OPERATING EXPENSES 8,810.567 (248,831) 8,561,736 

OPERATING INCOME 1,818.566 458,322 2,275.888 

OTHER INCOME/(EXPENSE) 
INTERi^-ST EXPENSE 
OTHER INCOMEy(EXPENSE) 

(594.062) 
(20,568) 

(171,785) 
1,163 

(765,847) 
(19,405) 

TOTAL OTHER INCOME/(EXPENSE) (614,630) ( 1 7 0 , 6 ^ (785.252) 

INCOME BEFORE TAXES 1,203,936 287,700 1.491.636 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

201,075 
258,705 

88,756 
20,730 

289,831 
279,435 

TOTAL PROVISION FOR INCOME TAXES 459.780 109,486 569,266 

NET INCOME $744,156 $178,214 $922,370 

4.4i.,.ia«aa^:>taaa--i,,ia^t.^ mu »mtm.-^m^mmimm&tm^mm 





EXHIBIT 1 

S3 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR YEAR FIVE 
($000) 

REVENUES 

OPERATING EXPENSES 

OPERATING INCOME 

OTHER INCOME/( -XPENSE) 
INTEREST CXPEN'. ' 
OTHER INCOME/(LXPENSE; 

TOTAL OTHER INCOME/(EXPENSE) 

IN COME BEFORE TAXES 

PROVISION FOR INCOME TAXES 
oJRRENT INCOME TAXES 
DEFERRED INCOME TAXES 

TCTAL PROVISION FOR INCOME TAXES 

UPC/S '̂R UPC/SPR 
BASE YEAR YEAR FIVE PRO FORMA 

(1994) ADJUSTMENTS YEAR FIVE 

$10,629,133 

8,810,567 

1.818.566 

(594,062) 
(20,568) 

J614,630)_ 

1 ^ J 3 6 

201.075 
258.705 

459780 

$231,835 

(244,017) 

475,852 

(150,806) 
1.163 

(149.645) 

326,207 

118.67S 
5.445 

124,120 

$10,860,968 

6,566,550 

2.294,418 

(744,870) 
(19,405) 

(76<.275). 

319,750 
264,150 

583.9C0 

NETINCOME $744.156 $202,087 $946.243 



EXHIBIT 17 

SECTION 1 80 9(b) 
PRO FORMA INCOME STATEMENT 

UPC/SPR NORMAL YEAR 
($000) UPC/SPR 

BASE YEAR 
(1994) 

NORMAL YEAR 
ADJUSTMENTS 

UPC/SPR 
PRO-FORMA 

NORMAL YEAR 

REVENUES $10,629,133 $231,835 $10,880,968 

OPERATING EXPENSES 8,810,567 (245,722) 8,564.845 

OPERATING INCOME 1,318.566 477,557 2,296,123 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOME/(EXPENSE) 

(594.062) 
(•20,568) 

(117,367) (711,429) 
(20.568) 

TOTAL OTHER INCOME,(EXPENSE) (614,530) (117.367) (731.997) 

INCOME BEFORE TAXES l.203.93>: 360.19C 1.564,126 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

201,075 
258,705 

144 774 
(7.741) 

345,849 
250,964 

TOTAL PROVISION FOR INCOME TAXES 459.780 137.033 596.813 

NET INCOME $744,156 $223,157 $967,313 



NOTES TO PRO FORMA INCOME STATEMENT 

UPC/SPR 

BASE YEAR 

2 

UPC BASE YEAR (1994) Represents the combination of LTC's income statement as 
reponed in UPC's 1994 10-K Annual Report and CNWT's income statement as reported 
in CNWT's 1994 10-K Annual repon Adjustments were made to: (1) record the after
tax net mcome impact of purchase accounting adjustments associated with the acquisition 
of the remaining outstanding CNWT shares not already owned by UP Rail, Inc a. the date 
of acquisition of CNWT, (2) record after-tax interest expense on debt issued to pi-rchase 
such CNWT shares (3) eliminate: UP Rail, Inc's. after-tax equity income from its 
investment in CNWT, (4) record the after-tax net benefits associated with the UP/CNW 
merger; (5) record the i fter-tax net losses associated with the BN/Santa Fe merger, (6) 
eliminate CNWT's 1994 ip-cial charge, (7) record the spin-off" of Union Pacific 
Resources, and (8) eliminatthe loss from discontinued operations associated with UPC's 
waste management business segment which was sold at year-end 1994. 

SPR BASE YEAR (1994) Represents SPR's income statement a.s reported in SPR's 1994 
10-K Annual Report Adjustments were made to: (1) record the after-iax net losses 
associated with the LT/CNW merger, (2) record the after-tax net losses associated with 
the BN/Santa Fe merger; (3̂  eliminate after-tax gains on property sales, and (4) elim;aate 
the cumulative effec* of accounting changes recorded by SPR in 1994. 
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NOTES TO PRO FORMA INCOME STATEMENT 

UPC/SPR 

YEAR ONE THROUGH NORMAL YE.ML 

REVENUES Represents gross revenue gains from additional traffic, net of gross revenue 
losses from settlement with BN/Santa Fe. 

OPERATING EXPENSES Represents the net benefits from operating and facility 
efticiencies, reduced by the additional expenses incurred to handle increased traffic, 
increased depreciation expen.se and one-time costs. 

INTEREST EXPENSE Represents interest expense on debt issued to purchase SPR 
reduced by the amortization of the debt discount 

OTHER INCOME Represents gains on property sales am ! abandonments These gains 
are expected to occur primarily on UPC properties since SPR properties will be recorded 
at their fair values in purchase accounting 

PROVISION FOR INCOME TAXES The change in income taxes reflects current and 
deferred taxes computed at the statutory federal rate for 1994 of 35%, plus 3% to reflect 
the estimated net state tax rate 
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EXHIB'T 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR CONSOLIDATED BASE YEAR 
($000) 

REVENUES 

OPERATING EXPENSES 

OPERATING INCOME 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOME/(EXPENSE) 

TOTAL OTHER !NCOME/(EXPE^3E} 

INCOME BEFORE TAXES 

^^ROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

TOTAL PROVISION FOR INCOME TAXES 

NET INCOME 

UP 
BASr. YEAR 

$6,.?43,748 

4,902,656 

"T341,992 

(366.6&1) 
215,467 

nSI.213) 

284.a45 
137.938 

422,683 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

$3,082,300 $ 

2,754,757 

327,543 

(158.200) 
(41,400) 

(199.600) 

127.943 

3,700 
50,388 

54,068 

$73,8SS 

UP/SPR 
BASE YEAR 

$9,326,043 

7,657,413 

1,668.635 

(524,880) 
174,067 

(350.813) 

T.317.822 

288.645 
188,326 

476,971 

5o40,851 

msm mmmmmmitritm.ritix. 



EXHIBIT 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR YEr'̂ R ONE 
($00('.; UP/SPR UP/SPR 

BASE YEAR YEAR ONE PRO-FORMA 
(1994) ADJUSTMENTS YEAR ONE 

REVENUES $9,326,048 $69,551 $9,395,599 

OPERATING EXPENSES 7,657,41 J 35,515 7.692,928 

OPERATING INCOME 1.668,635 34.036 1.702.671 
mi. 

g OTHER INCOME/(EXPENSE) 
• NTEREST EXPENSE (524.880) (128.520) (^ ,400) 
OTHER INCOME/(EXPENSE) 174,067 29,935 204,002 

TOTAL OTHER INCOME/(EXPENSE) (350,813) (96,585) (449.396) 

INCOME BEFORE TAXES 1.317,822 (64.549) 1.253.273 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 288t>45 (17.942) 270,703 
DEFERRED INCOME TAXES 188,326 (6.425) 181.901 

TOTAL PROVISMDN FOR INCOME TAXES 476.971 (24.367) 452.804 

NET INCOME $840,851 ($40,182) $800,669 



EXHIBIT 17 

CO 
«D 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR YEAR TWO 
($000) UP/SPR 

BASE YEAR 
(1994) 

YEAR TWO 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR TWO 

REVENUES $9,326,043 $162,285 $9,488,333 

OPERATING EXPENSES 7.657,<U (123,399) 7.534,014 

OPERATING INCOME 1,668.635 285.684 1.954.319 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOMEy(EXPENSE) 

(524.880) 
174.067 

(167,738) 
10,640 

(692 618) 
184.707 

TOTAL OTHER INCOME/(EXPENSE) (350.813) (157.098) (507,911) 

INCOME BEFORE TAXES 1,317.822 128.586 1.446.406 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

288,645 
188„326 

10,429 
38,595 

299,074 
226,921 

TOTAL PROVISION FOR INCOME TAXES 476.971 4C.024 525.995 

NET INCOME $840,851 $79,562 $920,413 

mm 



EXHIBIT 17 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR YEAR THREE 
($000) 

REVENUES 

OPERATING EXPENSES 

OPERATING I N C O M F 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCCME/(EXPENSE) 

TOTAL OTHER INCOME/(FXPENSE) 

INCOME BEFOl̂ E TAXES 

PROVISION FOR !NCOME TAXES: 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

TOTAL PROVISION FOR INCOME TAXES 

UP/SPR 
BASE YEAR YEA'̂  THREE 

ADJUSTMENTS 

$9,326,048 

7,657,413 

1.068.635 

(524,880) 
174,067 

(350,813) 

017,822 

288,645 
188,326 

476,971 

$185,468 

(241.599) 

UP/SPR 
PRO-FORMA 
YEAR THREE 

427,067 

(185,705) 
1,163 

(184,542) 

242.525 

63,055 
29,264 

92.319 

$9,511,516 

7.415,814 

2.095.702 

(710,58.5) 
175,230 

"(5^^3657 

1.560.347 

351,700 
217,590 

569,290 

NETINCOME $840,851 $150,206 $991.057 
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EXHIBIT 17 

wmm. 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR YEAR FOUR 
($000) UP/SPR 

BASE YEAR 
(1994) 

YEAR FOUR 
ADJUSTMENTS 

UP/SPR 
PRO-FORMA 
YEAR FOUR 

REVENUES $9,326,048 $209,491 $9,535,539 

OPERATING EXPENSES 7,657,413 (248,831) 7,408,582 

OPERATING INCOME 1,668.635 458.322 2.126.957 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOME/{EXPENSE) 

(524,880) 
174,067 

(1 79,739) 
1,163 

(704.619) 
175,230 

TOTAL OTHER INCOM£/(£XPENSE) (350.813) (178.576) (529 389) 

INCOME BEFORE TAXES 1.317.822 279.746 1,597,568 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

288,645 
188.326 

85,733 
20,730 

374,378 
209,066 

TOTAL PROVISION FOR INCOME TAXES 476.971 106.463 S83 434 

NET INCOME $840,851 $173,283 $1.0'14,134 



EXHIBIT 17 

ro 

SECTION 1180 9(b; 
PROFORMA INCOME STATEMENT 

UP/SPR YEAR FIVE 
($000) UP/SPR 

BASE YEAR 
(1994) 

YEAR FIVE 
ADJUSTMENTS 

U=>/SPR 
PRO-FORMA 
YEAR FIVE 

REVENUES $9,326,048 $231,835 $9,557,883 

OPERATING EXPENSES 7,657,413 (244,017) 7.413.396 

OPERATING INCOME 1.668,635 475.852 2,144,487 

OTHER INCOME/(EXrENSE) 
INTEREST EXPENSE 
OTHER INCOK'E/(EXPENSE) 

(524,880) 
174,067 

(165,073) 
1,163 

(689,953) 
175,230 

TOTAL OTHER INCOME/(EXPENSE) (350.813) (163.910) (514.723) 

INCOME BEFORE TAXES 1.317.822 311.942 1.629,764 

PROVISION FOR INCOME TAXES 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

288,645 
166,326 

113.254 
5.44S 

401,899 
193,771 

TOTAL PROVISION FOR INCOME TAXES 476.971 118.699 595,670 

NET INCOME $840,851 $193,243 $1,034,094 



EXHIBIT 17 

CO 

SECTION 1180 9(b) 
PRO FORMA INCOME STATEMENT 

UP/SPR NORMAL YEAR 
($000) UP/SPR UP/SPR 

BASE YEAR NORMAL YEAR PRO-FORMA 
(1994) ADJUSTMENTS NORMAL YEAR 

REVENUES $9,326,048 $231,835 $9.557,fii83 

OPERATING EXPENSES 7,657,413 (245.722) 7,411.691 

OPERATING INCOME 1.668.635 477.557 2.146.192 

OTHER INCOME/(EXPENSE) 
INTEREST EXPENSE 
OTHER INCOM£/(EXPENSE) 

(524.880) 
174,067 

(138,955) (683,835) 
174,067 

TOTAL OTHER iNCOME/(EXP£NSE) (350.813) (138,955) i489.768) 

INCOME BEFORE TAXES 1.317.822 338.602 1.656,424 

PROVISION FOR INCOME TAXES: 
CURRENT INCOME TAXES 
DEFERRED INCOME TAXES 

288,645. 
188,32(i 

136,570 
(7,741) 

425,215 
180,585 

TOTAL PROVISION FOR INCOME TAXES 478.971 128,829 605.800 

NET INCOME $840,fJ51 $209,773 $1,050,324 
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NOTES TO PRO FORMA INCOME STATEMENT 

UP/SPR 

BASE YEAR 

1. UP BASE YEAR (1994) Represents the combination of UP's income statement as 
reponed in IJF's 1994 R-1 Amiual Report, the 1994 income statement of UP Raii, Inc., 
and CN'WT's income statement as reported in CNWT's 1994 lO-K Annua! Report 
Adjustments were made to (1) record the after-tax net income impact of purchase 
accounting adjustment* associated with the acquisition of the remaining outstanding shares 
of CNWT not already ov, ..ed by UP Rail, Inc at the date of acquisition of CNWT, (2) 
record the after-tax interest expense on debt issued to purchase such CNWT shares; (3) 
eliminate UP Rail, Inc s after-tax equity income from its investment in CNWT, (4) record 
the after-tax net benefits associated with the UP/CNW merger; (5) record the after-tax net 
losses associated with the BN/Santa Fe merger, and (6) eliminate CNWT's 1994 special 
charge. 

2. SPR BASE YEAR (1994) Represents SPR's income statement as reported in SPR's 1994 
10-K Annual Report Adjustments were made to: (1) record the after-tax net losses 
associated with the UP/CNW merger, (2) record the after-tax net losses associated with 
the BN/Santa Fe merger, (3) eliminate after-tax gains on property saies; and (4) eliminate 
the cumulative effijct of accounting changes recorded by SPR in 1994. 
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NOTES TO PRO FORMA INCOME STATEMENT 

UP/SPR 

YEAR ONE THROUGH NORMAL YEAR 

1 REVENUES Represents gross revenue gams from additional traffic, net of gross revenue 
losses from settlement with BN/Santa Fe. 

2. OPERATING EXPENSES Represents the net benefits from operating and facility 
efficiencies, reduced by the additional expenses incurred to handle increased traffic, 
increased depreciation expense and one-time costs, 

3 INTEREST EXPENSE: Represents interest expense on the intercompany payable 
to UPC, reduced by the amortization of the debt discount 

4 OTHER INCOME Represents gains on property sales and abandonments These gains 
are expected to occur primarily on UP properties since SPR properties will be recorded at 
their fair values in purchase accounting 

PROVISION FOR INCOME TAXES The change in income taxes reflects current and 
deferred taxes computed at the statutory federal rate for 1994 of 35%, plus 3% to reflect 
the estimated net state tax rate 
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APPENDIX D 

SQURC£B_A_ND APPLICATION OF FUNDS STATEMENTS 
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EXHIBIT 18 

SECTION 1180 9(c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS 

UP/SPR CONSOLIDATED BASE YEAR 
($000) 

UP 
BASE YEAR 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

UP/SPR 
BASE YEAR 

RECONCILIATION OF NET INCOME TO NET CASH 
PROVIDED BY OPERATING ACTIVITIES 

NET INCOME 
LOSS (GAIN) ON SALE OR DISPOSAL OF PROPERTY 
DEPRECIATION AND AMORTISATION EXPENSE 
NET INCREASE (DECREASE) IN DEFERRED INCOME TAXES 
NET CHANGE IN WORKING CAPITAL 
OTHER - NET 

$766,996 
(67.688) 
612 981 
179,207 

(127,585) 
(25,866) 

$73,855 

139,800 
46,588 

(54,000) 
285,057 

$0 $840,851 
(67,688) 
752,781 
225,795 

(181,585) 
259,191 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1.338.045 491,300 1.829.345 

•Nl 
CASH FLOWS FROM INVESTING ACTIVITIES 

CASH USED FOR CAPITAL EXPENDITURES 
PROCEEDS FROM SALE OF PROPERTY 
NET DECREASE (INCREASE) IN IN'v/ESTMENTS AND ADVAN '̂ .S 
NET DECREASE (INCREASE? IM SINKING FUNDS 
OTHER-NET 

(927,919) 
124,735 
(96,008) 

(1,5»J9) 
1,400 

(300,500) 

(95,000) 

(11.800) 

(1.228,419) 
124,735 

(191,008) 
(1.509) 

(10.400) 

NET CASH FROM INVESTING ACTIVITIES (899.301) (407.300) - (1.306.601) 

CASH FLOWS FROM FINANCING ACTIVITIES 

PROCEEDS FROM ISSUANCE OF LONG TERM DEBT 
PRINCIPLE PAYMENTS ON LONG TERM DEBT 
CASH DIVIDENDS PAID 
ADVANCES FROM (TO)PARENT 
OTHER-NET 

144,158 
(164,480) 
(357,000) 

73.522 
(111,788) 

55,600 
(59,500) 

199,758 
(223,980) 
(357.000) 

73,522 
(111,788) 

NET CASH FROM FINANCING ACTIVITIES (415.588) (3,900) - (419,488) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $23,156 $80,100 $0 $103,256 



EXHIBIT 18 

')ECT!ON 1180 9(c) 
PRO FORMA SOI RCES AND APPLICATION OF FUNDS 

UP/SPR 
(»OO0) 

UP/SPR BASE YEAR 
(1994) 

UP/SPR 
YEAR ONE 

UP.'SPR 
YEAR TWO 

UP/SPR 
YEAR THREE 

UP/SPR 
YEAR FOUR 

UP/SPR 
YEAR FIVE 

UP/SPR 
NORMAL YEAR 

1 

RECONCII IATION OF NET INCOME TO NFT CASH 
PROVIDED BY OPERATING ACTIV|-̂ IEG 

NET INCOME 
LOSS (GAIN) ON SALE OR DISPOSAL OF PROPfRTY 
DEPRECIATION AND AMORTIZATION EXPENSE 
NET INCREASE (DECPF.ASE) IN DEFERRED INCOME TAXES 
NET CHANGE IN WORKING CAPITAL 
OTHER•NET 

$840,851 
(67.688) 
752,781 
225,795 

(181,585) 
259.191 

$800,669 
(97.623) 
840,368 
219,370 

(181,585) 
185,370 

$920,413 
(78,328) 
866 999 
264.390 

(181.585) 
186.375 

$991,057 
(68,851) 
880,646 
255.059 

(181,585) 
244.453 

$1,014,134 
(68,851) 
887,751 
246,523 

(181.585) 
251,510 

$1,034,004 
(68,851) 
889 291 
231.240 

(181,585) 
252,373 

$1,050,624 
(67.688) 
887,586 
218,054 

(181,585) 
252,373 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1.829.345 1,766,569 1.978.265 2.120.779 2.149.484 2,156.562 2.159,364 
• A 

CASH Fl OWS FROM INVESTING ACT) MTIES 
00 

CASH USED FOR CAPITAL EXPENDITURES 
PROCEEDS FROM SALE OF PROPERTY 
NET DECREASE (INCREASE) IN INVESTMENTS AND ADVANCES 
NET DECREASE (INCiJEASE) IN SINKING FUNDS 
OTHER - NET 

(1.228,419) 
124,735 

(191,008) 
(1,509) 

(10,400) 

(1,794,864) 
292.573 

(191,008) 
(1.S09) 

(10,400) 

(1,608,271) 
178.114 

(191,008) 
(1.509) 

(10.400) 

(1.459.049) 
194,196 

(191,008) 
(1.509) 

(10,400) 

(1,311,165) 
129,196 

(191.008) 
(1.509) 

(10.400) 

(1.175,524) 
129.196 

(191.008) 
(1,509) 

(10,400) 

(1,180,969) 
124,735 

(191,008) 
(1,509) 

(10,400) 

NET CASH FROM INVESTING ACTIVITIES (1,306,60n (1,705.208) (1.635,074) (1.467,770) (1,384.888) (1.249.245) (1,259.151) 

CASH FLOWS FROM FINANCING ACTIVITIES 

:-ik 

I'i 

PROCEEDS FROM ISSUANCE OF LONG TERM DEBT 
PRINCIPLE PAYVNTS ON LONG TERM DEBT 
CASH DIVIDEN_S PAID 
ADVANCES FROM (TO) PARENT 
OTHER NET 

199,758 
(223,980) 
(357,000) 

73,522 
(111.788) 

199,758 
(223.980) 
(357,000) 
534,905 
(iil.Taa) 

199,758 
(223.980) 
(388,825) 
284.900 

(111,788) 

199.753 
(223,980) 
(417.082) 

3,339 
(111.788) 

199.758 
(223,980) 
(428,313) 
(99,019) 

(111.788) 

199,758 
(223 980) 
(434,297) 
(233,754) 
(111,788) 

199.758 
(223,980) 
(440.909) 
(220.038) 
(111.788) 

NET CASH FROM FINANCING ACTIVITIES (419,488) 41.895 (239.935) (549.753) (661.342) (804.061) rraeasn 
' ' ••' •• - . — 1 — . . • . . . .• I 1— - . ... a . - a * ~ i I I * . 1* — — ^ - • • ' 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $103,256 $103,256 $103,256 $103,256 $103,256 $103,256 $103,256 



NOTES TO PRO FORMA 
SOURCES AND APPLICATIONS OF FUNDS 

UP/SPR 

BASE YEAR 

LT BASE YEAR (1994): Represents the combination of UP's statement of cash flows 
as reported in UP's 1994 R-1 Annual Report, the 1994 statement of cash flows of UP Rail, 
Inc., and CNWT's statement of cash flows as reported in CNWT's 1994 10-K Annual 
Report. Adjustments were made to reflect the cash flow impact of: (1) tbc piu-chase 
accounting adjustments associated with the acquisition of the remaining outstanding 
shares of CNWT not already owned by UP Rail, Inc. at the date of acquisitio i of CNWT; 
(2) the interest expense on the debt issued to purchase such CNWT shares. (.5) the net 
benefits associated with the UP/CNW merger; (4) the net losses associated with the 
BN/Santa Fe merger; (5) the elimination of equity income recognized by UP Rail, Inc. on 
its investment in CNWl; and (6) dividends on the incremental shares of stocl; issued to 
acquire SPR. 

SPR YEAR (1994): Represents SPR's statement of cash flews as reported in SPR's 1994 
10-K Annual Report. Adjustments were made to: (1) record the net losses a;.sociated 
with the UP/CNW merger; (2) record ihc net losses associated with the BN/'Santa Fe 
merger; (3) eliminate gains and proceeds from sale of property and proceed? from stock 
offering, which gams and proceeds were used to retire long ierm debt with t ie balance 
being included in other - net operating activities, thus creating positive cash flow from 
operating activities. 
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EXHIBIT 18 

SECTION 1180 9(c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS 

UPC/SPR CONSOLIDATED BASE YEAR 
($000) 

RECONCILIATION OF NET INCOME TO NET CASH 
PROVIDED BY OPERATING ACTIVITIES 

UPC 
BASE YEAR 

SPR 
BASE YEAR 

BASE YEAR 
ADJUSTMENTS 

UPC/SPR 
BASE YEAR 

Ul 

o 

NET INCOME 
LOSS (GAIN) ON SALE OR DISPOSAL OF PROPERTY 
DEP,^;?CiATION AND AMORTi/ATlON EXPENSE 
NET INCREASE (DECREASE) IN DEFERRED INCOME TAXES 
NET CHANGE IN WORKING CAPITAL 
OTHER - NET 

$670,301 
(62,000) 
691 ,r)01 
207,317 
91.266 

(241.155) 

$73,855 

139,800 
46,588 

(54,000) 
285,057 

10 $744,156 
(62,000) 
831.301 
253,905 

37,266 
43.902 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1.357,230 491.300 1.848.530 

CASH FLOWS FROM INVESTING ACTIVITIES 

CASH USED FOR CAPITAL EXPENDITURES 
PROCEEDS FROM SALE OF PROPERTY 
NET DECREASE (INCREASE) IN INVESTMENTS AND ADVANCES 
OTHER - NET 

(1 017,940) 
44.512 

1,400 

(300,500) 

(95,000) 
(11,800) 

(1,318,440) 
44.512 

(95.000) 
(10.400) 

NET CASH FROM INVESTING ACTIVITIES (972.028) (407,300) (1,379.328) 

CASH FLOWS FROM FINANCING ACTIVITIES 

* * ' f 

PROCEEDS FROM ISSUANCE OF LONG TERM DEBT 
PRINCIPLE PAYMENTS ON LONG TERM DEBT 
CASH DIVIDENDS PAID 
OTHER-NET 

445,414 
(392,916) 
(397,000) 

1,800 

55.600 
(59.500) 

501.014 
(452,416) 
(397,000) 

1,800 

NET CASH FROM FINANCING ACTIVITIES (342,702) (3.900) (346 602) 
. . . . , . ^ — . . . .1 • .. ^ . 1 1. .1 ,. • • — . 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $42,500 $80,100 $0 $122,600 



EXHIBIT 18 

SiJCTION 1180 9(c) 
PRO FORMA SOURCES ANO APPLICATION OF FUNDS 

UI»C/SPR 
($000) 

UPC/SPR BASE YEAR UPC/SPR UPC -PR UPC/SPR UPC/SPR UPC/SPR UPC/SPR 
('994) YEAR ONE YEAR TWO YEAR THREE YEAR FOUR YEAR FIVE NORMAL YEAR 

RECONCILIATION OF NET INCOME TO NET CASH 
PROVIDED BV OPERATING ACTIVITIES 

NET INCOME 

LOSS (GAIN) OH SALE OR DISPOSAL OF PROPERTY 
DEPRECiATlON AND AMORTIZATION EXPENSE 
NET INCREASE (DECREASE) IN DEFERRED INCOME TAXES 
NET CHANGE IN WORKING CAPITAL 
OTHER • NET 

$744,156 
(62,000) 

831,.W1 
253 905 

37,266 
43,902 

$703,974 
(91,935) 

918.888 
247.480 

37.266 
(29.919) 

$823,718 
(72,640) 

945,519 
292,500 

37.206 
(28,913) 

$896.C39 
(63,163) 

9£ : . i 66 
283.169 

37,266 
29,164 

$922,370 
(63.183) 
966,271 
274,635 

37,266 
36,221 

$946,243 
(63,183) 
967811 
259.350 

37,266 
37.064 

$967,313 
(62,000) 

966,106 
246,164 

37,288 
37.064 

_^ NET CASH PROVIDED BV OPERATING A C T M T t S 1,848,530 1,785,754 1,997.450 2.141.641 2,173.600 2.184.591 2 191 933 
cn 

CASH FLOWS FROM INVESTING ACTIVITIES 

CASH USED FOR CAPITAL EXPENDITURES 
PROCEEDS FROM SALE OF PROPERTY 

NET DECREASE (INCREASE) IN INVESTVCNTS ANO ADVANCES 
OTHER • NET 

(1,318,440) 
44,512 

(95,000) 
(10,400) 

(1.884,885) 
212.350 
(95.000) 
(10,400) 

(1,696,292) 
95.891 

(95.000) 
(10,400) 

(1,549,070) 
113.973 
(95.000) 
(10.400) 

(1.401.186) 
48.873 

(95,000) 
(10.400) 

(1,265.545) 
48.973 

(95,000) 
(10,400) 

(1.270.980) 
44.512 

(95,000) 
(10,400) 

NET CASH FROM INVESTING ACTIVITIES f1.379.328) (1.777 935) (1.707.801) (1.540,497) (1.457.613) (1.321.972) (1 331 878) 

CASH FLOWS FROM FINANCING ACTIVITIES 

PROCEEDS FROM ISSUANCE OF LCfJG TERM DEBT 
PRINCIPLE PAYMENTS ON LONG TERM jEBT 
CASH DT/IDENDS PAID 
O T H E R • N E T 

501.014 
(452.416) 
(397.000) 

1.800 

962.397 
(452,416) 
(397,000) 

1,800 

680,567 
(452,416) 
(397,000) 

1,800 

501,014 
(584.358) 
(397,000) 

1,800 

501.014 
(699,201) 
(397.000) 

1,800 

501,014 
(845,833) 
(397,300) 

1,800 

501.014 
(843,260) 
(397,000) 

1,M0 

NET CASH FROM FINANCING ACTIVITIES - (346.802, 114,781 (167.049) (478.544) (593.3871 r74i)oim rmatixa 
— • — — — - * • 1— -J - , . X.. .1. .1 „ * • • TTcJ-

NET INCREASE (DECREASE) IN CASH ANO CASH EQUIVALENTS $122,600 $122,600 $122,600 $122,600 $122,600 $122,600 t177SQa 



NOTES TO PRO FORMA 
SOURCES AND APPLICATIONS OF FUNDS 

UPC/SPR 

BASE YEAR 

1. UPC BASE YE AR (1994) Represents the combination of UPC's statement of cash 
flows as reported in UPC's 1994 10-K Annual Report and the CNWT's statement of cash 
flows as reported in CNWT's 1994 10-K Annual Repon. Adjustments were made to 
reflect the cash flow impact of: (1) the purchase accounting adjustments associated with 
the acquisition of the remaining outstanding shares of CNWT not already owned by UP 
Rail, Inc. at the date of acquisition of CNWT; (2) the interest expense on the debt issued 
to purchase such CNWT shares; (3) the net benefits associated with the UP/CNW merger; 
(4) the net losses associated with the BN Santa Fe merger; (5) the elimination of equity 
income recognized by UP Rail. Inc. on its investment in CNWT; (6) dividends on the 
incremental shares of stock issued to acquire SPR; (7) the spin-off of Union Pacific 
Resources; and (8) the elimination of the loss from discontinued operations associated 
with UPC's waste management business segment which was sold at year-end 1994. 

2. SPR YEAR (1994): Represents SPR's statement of cash flows as reported in SPR's 1994 
10-K Annual Report. Adjustments were made to (1) record the net losses associated 
with the UP/CNW merger; (2) record the net losses associated with the BN/Santa Fe 
merger; (3) eliminate gains and proceeds from sale of property and proceeds from stock 
offering, which gains and proceeds were used to retire long term debt with the balance 
being included in other - net operating activities, thus creating positive cash flow from 
operating activities. 
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EXHIBIT 19 

PROPERTY ENCUMBRANCE 
as of October 31,1995 

Co. 

SPT 

••scriplion of 
Obligation 

Cap(1ali2ed Lease 

94 1 

Crodllor/TruaiM 

CttKOfp Railmarti 

Addrsss ol CrsdltorTrustM 

Citicorp Railmarh Inc 

450 Mamarosieck Avenue. 3rd Roof 

Harrison NY 10528 

Atln Rail Opsralons Deparlrnenl 

DMcription 

9t Tn Level Racks 

Origin Ual* 
Explraton 

Oat* 

05-011980 07-31 1999 

Rat* 

Amount 
Outstanding 
Oct. 31,1995 

1312% 488,885 

SPT Capilalizod Lease Shawmut Bank Shawmul Bank Connedicul N A 

I j , 93 1 777 Mam Streei 

Hanlord CT06115 

Ann Corporate Tnjsl Adminislralion 

100 OooWe stack Cars 01 15^1994 07-02-2012 7 39% 16,257,732 

SPT Capitalized Lease Shawmul Bank Shawmul Bank Connecllcol. N A 

94 2 777 Main Streei 

Hantord, CT06115 

Attn: Corporate Tnjsi Adtninislralion 

50 Loco GP60 » SDTOn 1MS1993 07 02 2015 7 52% 50 303,051 

SPT Capilalized Lease Shawmirt Bank Shawmut Bank Connecticut, N.A 

*» A 777 Main Street 

Hanlord, CT06115 

Ann Corporate Trust Adminislra,. 

115 Locos SD40m-2 C1-1&1994 1.V02-2010 8 66% 65,600,000 



Daacrlption ot 
Co. Obligation Cradltof/TruatM Addrass ol Creditor T r u s t M Oaacriptlon Origin Data 

Explraton 
O t t * 

Amount 
Outstanding 
Oct. 31,1995 

SPT Caplalized Lease State Streei Baik Sta'e Streei Bank and Trust Company 

Corporate Trust Department 

P O Box778 

Boston, MA 02117 

Attn Adminislralion Support 

600 Hoppers 8 SO GE 

Daith 9 Locos 

09-29-1994 H=07 02-2017 

L=O7 02 20l5 

904% 21,756,862 

9i3<y. 52,158,.395 

SPT 

U l 
tn 
SPT 

Capilali/ed Lease Stale Street Bank 

Capitalized Lease State Street Bink 

Slate Street Bank ar>d Trust Companv 

Corporate Trust Doparlment 

P O Box 778 

Boston MA 02117 

Attn Adminislralion Support 

State Street Bank and Trust Company 

Corporate Trust Depanrneni 

P O Box 778 

Boston, MA 02117 

Attn Administration Support 

920 Hoppers 

50 GE Dash 9 Locos 

04 25^1995 

09̂ 29̂ 1994 

03-17-2018 

07-02 2017 

8 29% 38.617,901 

913% 52,774,085 

SPT Capilalized Lease Slate Street Sank State Street Baf>k and Trust Company 

Corporate Trust Department 

P O Box778 

Boston MA 02117 

Attn Administmtion Support 

200 Locos 04 25-1995 07 02 2017 8 4 1 % 262.290,581 



Co. 
Dascrlptlon o i 

Obligation Cradltor/Trustaa Address ot Crbdltor/Trust** OMcrtpdon Origin Dal* 

Amouni 
E)tplratt,#> Outatanding 

"^ tH Rat* Oct. 31,1995 

SPT Canlalizefl Lease SII. .A lul Bank fshawmul Bank Connecticu'. N A 

777 Mam Street 

Harltort CT06115 

Attn Corporate Tnjst Administration 

17 MK Locos 04-2M 995 1O02 2010 6 2 7 % 10,064,318 

SPT Capilalized Lease State S<reel flank Stale Street Bank and Trust Company 

Corporate Tf,.isl beparlmenl 

P O Box 778 

Boston MA 02117 

Ann Administration Surpon 

50 G£ Locos 04-251995 04 30^2017 7 56% 66.531,645 

cn SPT Caplalized Lease Burlington ^kx1hem RR 

777 Mam Street jile 3200 

Fon Worth. t>i. 76102 

.Attn Paul Wegandt. AssI VP 

1.036 Pmght Cars 05 28^1995 05 28 2005 10 13% 25,220674 

5PT CaprtahZkH.' Lease Greenbrier Paitear Co The Graenbner Cc.-npanies 

GB92 One Centerpointe Dnve Sude 2tJ0 

Lake Oswaqo, OR 97035 

1.725 miscellaneous 

•retghl cars 

03-14 1991 

Schedules Schedules 

12 /92-12^ 11/2002-11/2003 

12 75% 

1366% 

41,614,228 

mm 



Co. 
0*scr4ptlon o l 

Obligation Creditor/Trust** Address ot Creditor/Trust** OlMcription Origin Dat* 
Explraton 

Da l * 

Amount 
Outstanding 

Rat* Oct. 31,1995 

SPT Capitalized Lease Greenbner Railcar Co T>ie Greenbner Companies 704 miscellaneous 

GB93 One Cnnlerpoinle Drive. Suite 200 freight cars 

Lake Oswego, OR 97033 

03-14 1991 

Schedules 

4/933/94 

Schedules 

3/2003 2/2004 

1400% 15,997,109 

SPT Capilalized Lease Greenbrier Railcar Co The Greenbner Companies 

GB94 Ono Cenlercoinle Drive, Suite 200 

LakeOsw«|o OR 97035 

1.584 miscellaneous 

freight cars 

03-14 1991" 

Sctiedules 

1/94-12/94" 

Schedules 

3/2003^2/2004" 

10 0 0 % " 36,837,927' 

SPT 

-vl 

Capitalized Lease 

GB95 

Greent>ner Raifcar Co 

DRGW Capitalized Lease Stale Street Bank 

The Greenbner Companies 

One Cenlerpointe Dnve Suite 200 

Lake Oswego. OH 97035 

Stale Street Bank and Trust Compa.^y 

Corporate Trust Department 

P C Box 778 

Boston, MA 02117 

Attn Administration v^upport 

737 miscellaneous 

freighl cars 

295 Gondolas 

03 14 1991 •• 

Schedules 

1/95-9/95" 

12-15-1967 

Schedules 

12/2004 8/2005" 

12-15-2005 

1 0 0 0 % " 18.692 234* 

'based cm 

estimated 

values 

6.98% 5,413,120 

DRGW Capilaltzed Lease ist Secunty Utah Ms Laurel R Bailey 

Corporate Trust Admmistralor 

First Secunty Bank of Utah 

P O Box 30007 

Salt Lake Cfty, UT 84130 

232 Hoppers 10-15-1977 01-15-1!M6 825% 279,687 



t>*$crlptlon o l 
Co. Obligation Cradltor/Trust** Addrass o l Cradltor/Trust** Dttscriptlon Origin Oat* 

Amount 
Explraton Outsvanding 

Da l * Rat* Oct. 31,1995 

DRGW Capitalized Lease G E Raitear G E Capital Raiicar Services 

Corporate Office 

33 West Monroe Street 

Chicago ILG0603 

Attn Dan Schwere 

50 BILevel Racks !1 i a i 9 8 6 09^26^2001 

i s : lER 

903% 761,472 

DRGW Capitad/ed Lease Metble Gapni MelUfe Capital Limited Partnersiiip 

0 97550 

Bellevue WA 98009 

Aftn Ms Charierie Minis Contract Admin 

lOOTnLevel Racks 04 16-1987 06-151997 641% 833 583 

Ol DRGW Capitalized Lease hJomvest Bank 
oo Monwest Bank Denver 

Leasing Department Mail #860.< 

1740 Broadway 

Denver CO 80274 8604 

S3 Modular Housng 01 21 1981 05 .>0 1996 7 25% 122,469 

DRGW Capilalized Lease Atel Financti ATEL Financial Corporation 

235 Pine Street, 6lh Fkxjr 

San Francisco, CA 94104 

Attn Ms Lynn U 

349 Bi & TnLevel Racks 07 3 M 987 12-30 1997 665% 3,371,890 



Co. 
0«scr1ption o l 

Obligation Creditor/Truste* Address ot CreditorTrustee Dascriptlon Origin Dal* 

AniMHint 
Explraton Outatanding 

Dal* Ra i * Oct 31,1995 

SPT Equipment Trust 

92 1 

Bank of New York Mr Robert F Mclntyre 

Assistant Vice President 

Corporate Trust Department 

Bank of New Yoik 

101 Barclay Street 21st Fkxn 

fMew York NY 10286 

55 EMD GP-60 

Locomotives 

03-15-1992 04-01 2007 1019% 56,225,580 

SPT 

cn 
<£> 

Conditional 

Sale 6'1/87 

Series B 

Melkm Bank M? Calhy Weidecke 

Melioo Bank 

Coiporate Trust Group 199 5000 

701 Market Sl 

PtiiLidelphia PA 19106 

36 remanulaclnied 

SC 45 3600 HP Locos 

06 01 1987 06 01 1997 9 2 5 % 14 400,000 

SPT Conditional Sale 

6'1«7 

Mel, 3n Bank Ms Cathy Weidecke 

Mellon Bank 

Corporate Trust Group • 199-5000 

701 Markei St 

Philadelphia PA 19106 

40 GE 3900 HP Locos 

and 20 GM 3800 HP Locos 

06 011987 06 Ol 2002 9 35% 30,061,333 



Co. 
Dttucription o i 

a l l i ga t ion Cr*di tor/Trust** Address o l Cradltor/Trust** Da*crip(lon Origin Dot* 

Amount 
Expiralon O-italairding 

Oat* Rat* O c t 31,1995 

SPT Conditional 

Sale-3/l/9l 

Sank of Yoik Mr Robert F Mclntyre 

Assistant Vice President 

Corporate Trust Department 

Bank ol f ^ Yoik 

101 Barclay Slreet 21 st Fkxx 

New York. NY '0286 

45 Remanulacturod GF O iO l 1991 03^01-2003 

40nr,-2 T/OOO HP Locos 

10.15% 24,363,636 

SPT 

o 

Debenture Ser B Bankers Tnjst Co Ms Dana Bums, A VP 

Bankers Trust Co 

Corp Trust S Agency uroup 

Four Albany Streei 

New Yoik. NY 10006 

Direct lir.-l lien on Ihe oW 

Central Pacific Unes going 

from Oregon iii Fresno and 

San Francisco to Ogden, 

UT 

12-01 1976 12-01 ,-WOI 8 20% 35,000,000 

SPT ICTF89 First Trust o( 

New York 

Ms Tami Felicetti, Trust Admin 

Ca p Trust Administration 

First Trust New York 

100 Wall Streei Suite 1600 

I W Yoik NY 10005 

Interrvxlai Conlaner 

Fadhty, Ports ol Los 

Angeles and Long Beach 

04 15-1989 11-01 2014 7 6134% 48,345,000 



Co. 
Oascriptlon o l 

Obligation Cr*dl!oi/TrustMi Address o i Cr*dl tor/Tru*t** O**cr ipl ion Origin Da l * 
Explraton 

Dal* 

Amount 
Outstanding 

Rat* Oct. 31, 1995 

SSW Eqpt i'rust 

SeM -5/1/90 

BanK of New York Mr Robert F Mclntyre 

Assistani Vice President 

Corporate TnisI Department 

Bank of New York 

101 Barclay Street 21KI Ffcior 

New York NY 10286 

50 GM GP60 3800HP 

Locos 

0&0M990 05 152006 1010% 46,661,962 

3SW Conditional Sale Bank ol New York 

1,'15/89 

Mr Robert .-" Mclntyre 

Assis'ant Vice President 

Corporate Trust Department 

Rank ol New YorK 

101 Barclay Streei 2 ls l Fkxx 

hiewYork, NY 10286 

24 Remartutactured 

SD 45 2 

3600 HP Locos 

01151989 01-151999 1003% 877,714,287 

SSW Condilioiial Sale Bank ol Noti York 

7/1 « 8 

Mr Robert F Mclnlyre 

Assistant Vice President 

Corporale Tnjst Departmen' 

Bank ol r,lew York 

101 Barclpy Street 2 is l Floor 

New York. NY 10286 

35GEB40 8 4000 HP 

kwosand 15GM G P « ) 

3e00HPkx»s 

06 011988 07^1-2003 1004% 333,076,923 

8 



mm 

0*3cript ion c l 
Obligation Cradltor/Trust** Address of Creditor/Trusia* Dascription Origin Dat* 

Explraton 
Da l * 

Amount 
Outatanding 
O d 31,1995 

SSW Conditional Sale 

4/1?«9 

Bank of New York Mr Robert F Mclntyre 

Asr-istanI Vice Presideiil 

Corpoiale TrusI Department 

Bank of New York 

lO ' Barclay Street 21 st Fkxy 

N e v Y o r k N f 10286 

30 EMD GP 60 3800 HP 

Iccos and 20 GE B40 8 

4000HPkxas 

04 151989 05152004 1030% 54,855.000 

SSW 

O l 

Conditwnal Sale 

9i'.i90 

Bank ol New Ycirk Mr itobert F Mclntyie 

Assistant Vice Presideni 

Corporate Trust Department 

BanK ol New Yor« 

101 Barday Sireet 2 ls , Fkw 

rtew York NY 10286 

20 remanufaclured GM 

GP4aM3000HPk5cos 

09^01 1990 03-152005 10 10% 963 333,335 

S S V FRA Senes A rerleral Rail.-oad 

Administration 

Mr James T McQueen 

Associale Administrator 

foi Federal Assistance 

Departmen' of Transportation 

Federal Railroad Admmstralion 

400 7th Straet SW Room 541 

Washington OC 2O590 

Rail line retiabditenon 

(Tucumcan Lme from 

Tucumcan lo Topeka, KS) 

09^29 1980 0 5 2 5 2014 2 03% 41,241,631 

9 



Co. 
Da«criptlon o l 

Obligation Cradltor/Trus:*a Addrsss of Creditor/Trust** Daacription Origin Da l * 

Amount 
Erplralon Outstanding 

Data Rat* O c t 31,1995 

SSW FRA Senes B FederS Railroad 

Administration 

Mr James T McQueen 

Associate Administrator 

for Federal Assistance 

Department of Transponauon 

Federa! Railroad Admrwstration 

400 7lh Slreet SW Room 541 

Washington DC 20590 

Rail lines rehabililalian 

(Artnourdale Yard, Kansas 

11-24-1982 06-06-2005 4.09% 1.627,952 

SPCSL Promissory f* j le LaSalle Natl Bwik 

IDFA 

(O 

Mr Jeiry Cosentrxj 

Treasurer ot Ihe State ol llmots 

219 Stale House 

Spnngheld IL 62706 

SPCSL propert«s 11 08 1989 11 06 1999 600% 10,000,000 

sr-csL FRA Federal Railroad 

Administration 

Mr James T McQueen 

Associale Administrator 

lor Federal Assis!anc« 

Department of T.msportaton 

Federai Railroad Admmslralion 

400 7lh Street SW Room 541 

Washington DC 20590 

Jtack Structures and 

SPCSL properties 

07 20-1990 0& 30^2005 410% 3,327.440 

10 



Co. 
Description ol 

Obligation Cradltor/Trust** Addr*ss ot Cr*dltor/Tr Jsla* Description Origin Dal* 
EKpiraton 

Dal* 

Amount 
Outstanding 

R«ia Oct. 31,1995 

SPCSL FRA 2 Federal Railroad 

Administration 

Mr James T McQueen 

Associate Administrator 

lor Federal Assisiance 

Department ot Transportation 

Federal Ra'l'oad Admmistraliciii 

400 7th Street SW Room 541 

Washington DC 20590 

Track Structures and 

SPCSL propertie-. 

06-28-1991 06-30^2006 400% 3.499,954 

SPCSL FRA 3 

OJ 
4k 

Federal Railroad 

Administration 

Mr James T McQueen 

Associdle Administrator 

for Federal Assistance 

Department ot Transportation 

Federal Railroad Admmislralion 

400 7lh Slreet, SW Room 541 

Washington, DC 20590 

Track Structures and 

SPCSL properties 

06-26-1992 06 30 2007 4 00y. 3,166,322 

SPCSL IDOT Slale of IHinois Mr Memll L Travis 

Chiel, Bureau ol Railroads 

Illinois Dept of Transportation 

2300 S Dirttsen Parkway 

Springfield IL 62764 

SPCSL Properties 11-22-1989 12-31-2018 3.00% 25,500,000 
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RSI 

VERIFIED STATEMENT 

OF 

RICHARD K. DAVIDSON 

My name i s Richard K. Davidson. I am the President and 

Chief Operating O f f i c e r of UPC and the Chairman of the Boa-d of 

UP. I began my r a i l r o a d career as a brakeman/conductor w i t h MPRR 

i n 1960. Thereafter, I rose through the ranks i n the MPRR 

Operating Department, becoming Vice President-Operations m 1976. 

I n 1986, four years a f t e r the UP/MP/WP consolidation, I was 

promoted to vice President-Operation of UP, and i n 1989 I became 

Executive vic e Pre=:ident-Operation of UF. In 1991 1 became 

Chairman and Chief Executive O f f i c e r of UP and i n 199 4 I assum.ed 

a d d i t i o n a l r e s p o n s i b i l i t i e s as President of UPC. E a r l i e r t h i s 

month, I became Chief Operating O f f i c e r of UPC and relinquished 

the p o s i t i o n of Chief Executive O f f i c e r of UP. 

The merger of UP and SP w i l l g r e a t l y strengthen r a i l 

competition i n the West and produce tremendous benefits f o r 

shippers. I t i s c l e a r l y i n the public i n t e r e s t , and should be 

expeditiously approved. 

Time i s of the essence because BN/Santa Fe, by i t s 

merger, has achieved a level of competitiveness thar. neither UP 

nor SP can match, without the UP/SP merger, BN/Santa Fe w i l l 

open a wider and wider lead over UP and SP, and our customers 

w i l l be denied the routing and e f f i c i e n c y benefits that BN/Santa 

Fe can cr:fer i t s customers. SP i n p a r t i c u l a r , which has been 

167 



s t r u g g l i n g f o r years w i t h service problems and c a p i t a l 

c o n s t r a i n t s that the BN/Santa Fe merger w i l l only exacerbate, 

w i l l f a l l f a r t h e r and f a r t n t r behind i n the competitive race, as 

Mr. Gray and Mr. Yarberry explain i n t h e i r statements. With the 

UP/sr lurger, the West w i l l become the scene of an unprecedented 

levL^ of competition between two comprehensive, e f f i c i e n t , 

service-responsive r a i l systems. UP and SP are a natural f i t , 

w i t h l i n e s i n Utah and Texas that were b u i l t a century ago to be 

Operated together and the merger of f e r s dramatic synergies that 

can be achieved by combining t h e i r systems throughout the West. 

In my tenure at MPRR and then UP, I have seen 

r a i l r o a d i n g revolutionized. The r a i l r o a d industry where I went 

to work i n 1960 was mired i n regulation ard l i v i n g i n t^e past. 

At one time rai l r o a d s had c a r r i e d the majority of surface 

f r e i g h t , and while that had long since changed, the a t t i t u d e s 

from that e a r l i e r era persisted. Railroad people were used to 

running the r a i l r o a d on a t a k e - i t - o r - l e a v e - i t basis. I f the 

customer happened to f i n d the service provided to be acceptable, 

that was f i n e , i f not, that was f i n e too. These a t t i t u d e s were 

reinforced by regulation, whicn t i e d the r a i l r o a d s ' hands and 

prevented them from competing on rates, creating new services or 

entering i n t o contracts t a i l o r e d to shipper reguiren-ients. 

but i n the m i d - f i f t i e s w i t h the development of the 

National Highway Systpjn, the world began co change. More and 

more r a i l t r a f f i c was l o s t to trucks, which had greater freedom 

to be customer-responsive and could operate on a nationwide 

168 



highway network that had been constructed at public expense. 

Railroad finances were ste a d i l y d e t e r i o r a t i n g . By the time I 

became Vice President-Operations of MPRR i n 1976, Penn Central 

and h a l f a dozen other Nortneastern roads had gone bankrupt, the 

government had formed Conrail, and a consensus had f i n a l l y begun 

to form that much of r a i l regulation had to be scrapped. Four 

years l a t e r , the Staggers Act t o t a l l y revamped the regulatory 

regime. 

The Staggers Act freed railroads from the s t r a i t j a c k e t 

of r e g u l a t i o n , and torced r a i l r o a d managers to recognize that the 

marketplace would d i c t a t e what a r a i l r o a d had to be. We learned 

to l i s t e n -- to l e t the customers explain t h e i r business 

requirements and how they could best be met - - and to t r y to stay 

abreast of change rather than be overwhelmed by i t . We learned 

that we had to i d e n t i f y and overcome the obstacles to meeting 

customer needs. That simple state^r^ent covers a myriad of steps 

that UP has taken during the past 15 years -- rrom es t a b l i s h i n g 

the f i r s t c e n t r a l i z e d , automated dispatching system, to opening 

the f i r s t national customer service center, to inv e s t i n g i n 

innovative new equipment and developing new car supply concepts 

that b e t t e r match av-.ilable cars to t r a f f i c , to the f i r s t focused 

q u a l i t y e f f o r t i n the r a i l r o a d industry, to the endless struggle 

to improve t r a n s i t times and r e l i a b i l i t y , to improved car t r a c i n g 

and more accurate b i l l i n y . 

Even with a l l those e f f o r t s and more, however, UP w i l l 

not be able to match the c a p a b i l i t i e s of the new BN/Santa Fe 
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system -- w i l l not be able to s a t i s f y customer needs as BN/Santa 

Fe can i n any way other than through a merger w i t h SP. We 

cannot b u i l d a l i n e that f i l l s the gaps i n our system between 

Texas and C a l i f o r n i a or between Los .\ngeies and Oakland or wish 

away the c i r c u i t y of our lines between the C a l i f o r n i a ports and 

the M i s s i s s i p p i gateways any more than SP can b u i l d a l i n e 

extending i t s reach from Portland to Seattle or from Chicago i n t o 

the Upper Midwest. BN/Santa Fe covers a l l those markets, and UP 

and SP, short of merger, inescapably do not. Nor is there any 

way other than the merger f o r us to achieve the dramatic capacity 

enhancements, service improvements and cost reductions that the 

merger makes possible -- be-nefits thac BN/Santa Fe has already 

achieved by i t s merger. 

Mergers have played an essential part i n the e f f o r t of 

the r a i l r o a d s to become more customer-respons.ve and competitive. 

Unlike tru c k i n g companies, which can operate d i r e c t l y from any 

o r i g i n to any destination on a comprehensive highway network, 

r a i l r o a d s are captives of t h e i r route st r u c t u r e . Only through 

merger can r a i l r o a d s bring t h e i r geographic reach, capacity and 

network e f f i c i e n c y i n t o conformity wi t h the needs and demands of 

t h e i r customers. 

Since 1980, the Commission has approved a series of 

r a i i r o a d consolidations t h a i have brought the r a i l industry out 

of the 19th Century and given i t a f i g h t . n g chance to meet the 

economic challenges of the 21st. As Professor La Londe discusses 

i n his v e r i f i e d statement, w i t h every day that passes, customers 
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become more demanding i n t h e i r ? o g i " t i c s requirements. They need 

t h e i r goods moved f a s t , r e l i a b l y , and at ?ow cost. They need a 

c a r r i e r that i s not capacity-constrained, that can reach a l l the 

major markets i n which they wish to s e l l t h e i r outputs and buy 

t h e i r inputs, and that can provide th'̂ m the best possible 

customer service using the l a t e s t avail.able technology. They are 

themselves under co^ j t a n t pressure, i n ar. ever more competitive 

n a t i o n a l and wo-..Ld economy, to be more e f f i c i e n t and productive, 

and they need more e f f i c i e n t and productive t r a n s p o r t a t i o n 

providers. The merger of BN and Santa Fe created a r a i l r o a d that 

can meet these challenges, and now what i s needed i s a second 

such r a i l r o a d , to be a worthy competitor to tne f i r s t . 

The a p p l i c a t i o n describes the c o n s t e l l a t i o n of service 

improvements that UP and SP w i l l be able to provide as a merged 

system. We w i l l have shorter routes. We w i l l .-lave f a s t e r and 

more r e l i a b l e service. Capacity bottlenecks w i l l be eliminated, 

and operations w i l l become more e f f i c i e n t i n every major c o r r i d o r 

i n the West. For the f i r s t time ever, there w i l l be a re a l 

a l t e r n a t i v e to BN/Santa Fe premium intermodal service between 

C a l i f o r n i a and Chicago. We w i l l gain new s i n g l e - l i n e service 

connecting hundreds of UF points wi t h hundreds of 3P points. 

Seattle and Los Angeles w i l l be linked by d i r e c t sangle-lme r a i l 

service f o r the f i r s t time i n h i s t o r y , and trucks and barges u i l l 

face new competition from a r a i i mode th^c should -- were i t not 

fo r the present obstacles of interchanges and the d i f f e r i n g 

i n t e r e s t s of separate companies -• be the most e f f i c i e n t mode of 
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carriage f o r large volumes of f r e i g h t i n t h i s r a p i d l y growing 

market. We w i l l b u i l d a new "Inland Empire" intermodal terminal 

i n the eastern Los Angeles Basin to compete wit h BN/Santa Fc; f o r 

premium intermodal t r a f f i c . We w i l l i n s t i t u t e the f i r s t - e v e r 

California-Laredo intermodal service, the f i r s t - e v e r P a c i f i c 

Northwest-Texas-New Orleans through intermodal service, improved 

Twin Cities-Texas intermodal service, new dedicated automcbile 

t r a i n s , and many new through t r a i n s and blocks with Eastern 

c a r r i e r s that bypass congested terminals. We w i l l upgrade UP's 

"OKT" l i n e i n Kansas and Oklahoma so that i t can be used i n 

conjunction w i t h SP l i n e segments to run heavy coal and grain 

t r a i n s arovnd the congested Kansas City terminal. Equipment 

supply w i l l be s i g n i f i c a n t l y improved. The l i s t goes on and on. 

The bottom l i n e i s that we w i l l o f f e r customers a 

comprehensive, e f f i c i e n t r a i l network that i s the equal of 

BN/Santa Fe. Competition w i l l be great l y enhanced, as discussed 

i n d e t a i l i n the v e r i f i e d statements of Mr. Peterson, Mr. Barber, 

Professor w i l l i g , Mr. Sharp and Mr. Spero. And as a r e s u l t , 

shippers w i l l hugely b e n e f i t . 

The Commission i s r i g h t l y concerned not only about the 

competitive and other benefits of mergers, but about ensuring 

that mergers do not cause any harmful reductions i n competition. 

When we concluded l a s t August that the only course f o r UP was a 

merger w i t h SP that would create a world-class r a i l r o a d to 

compete against BN/Santa Fe, we made the commitment from day one 

cx^^t we would not allow a single shipper to lose a choice between 
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two r a i l r o a d s . We announced that we would negotiate conditions 

that would introduce a second strong r a i l r o a d competitor at every 

l o c a t i o n where UP and SP provided the only r a i l service. 

In t a l k i n g w i t h customers, I heard that they wanted a 

f i n a n c i a l l y strong c a r r i e r w i t h broad geographic coverag^j -- not 

a combination of regional competitors. And while BN/Santa Fe 

might not have been my f i r s t choice at the ouuset, i t becairie 

i n c r e a s i n g l y clear that only BN/Santa Fe would s a t i s f y the 

concerns of our customers. On September 25, we kept our 

commitment to preserve competition and signed an agreement w i t h 

BN/Santa Fe - - an agreement that w i l l not only preserve 

competition, but g r e a t l y enhance i t . 

Under our agreement with BN/Santa Fe, as more f u l l y 

described by Mr. Rebensdorf and Mr. Peterson, every shipper that 

has service only from UP and SF today w i l l have much stronger 

competition, as they w i l l be able to reach hSiih a l l UP end SP 

points and a l l BN/Santa Fe points on a singi... - l i n e basis. 

Moreover, the agreement adds new competition where none exists 

now. Under the agreement, there w i l l be a second competitive 

s i n g l e - l i n e r a i l route -- i n addition to the one that the merger 

i t s e l f w i l i create -- from Western Canada a l l the way down the 

West Coast to Arizona, Texas and the gateways to Western Mexico. 

S i m i l a r l y , SN/Santa Fe w i l l gain access to New Orleans -- the 

only midcontment gateway i t does not reach -- and f o r the f i r s t 

time ever there w i l l be two d i r e c t s i n g l e - l i n e r a i l a l t e r n a t i v e s 

between New Orleans and Los Angeles, .̂ uid BN/Santa Fe w i l l have a 
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competitive route i n the Central Corridor and a d i r e c t route 

between Houston and Memphis that w i l l also s i g n i f i c a n t l y improve 

i t s routes i n the Houston-St. Louis Chicago c o r r i d o r . We are 

asking, as we agreed w: th P';/Santa Fe that we would do, that the 

Commission impose t h i s agreement as a condition to approval of 

the merger. 

We believe that t h i s a p p l i c a t i o n presents the most 

compelling showing ever presented i n support of a r a i l merger. 

Support statements have been provided by more than 1,000 

customers -- from the smallest SP-served lumber business i n 

Oregon tnat w i l l save hundreds of miles and many days cf t r a n s i t 

time f o r i t s shipments to the Midwest, to the largest intermodal 

companies that w i l l gain a real cho-̂ .re f o r t h e i r t r a f f i c , 

i n c l u d i n g UP's largest shipper (American President Companies) and 

SP's (CSX Intermodal). Hundreds of public o f f i c i a l s have r i s o 

submitted support statem.ents. 

Annual public benefits w i l l be i n excess of $750 

m i l l i o n , from operating e f f i c i e n c i e s and cost savings (over $580 

m i l l i o n per year, as explained i n the statement of Messrs. Draper 

and Salzman), shipper l o g i s t i c s savings (very conservatively 

estimated at $90 m i l l i o n per year, as explained i n the v e r i f i e d 

statement of Mr. Roberts), and net t r a f f i c gains (about $76 

m i l l i o n , a f t e r allowing for the substantial losses of t r a f f i c to 

BN/Sar.La Fe under the settlement agreement, as explained i n Mr. 

Peterson's statement). The merged system w i l l spend more than $1 

b i l l i o n i n c a p i t a l , over and above UP's and SP's base 1994 
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c a p i t a l budgets, to upgrade lines and add new f a c i l i t i e s so that 

the remarkable sv^.crgies of t h i s combination can be f u l l y 

r e a l i z e d . Scores of new and improved t r a i n services w i l l be 

i n i t i a t e d , as described i n the Operating Plan and the v e r i f i e d 

statement of Messrs. King and Ongerth. D i r e c t i o n a l operation of 

UP and SP lin e s i n Texas and Arkansas, and route and terminal 

f l e ; ' i b i l i t y i n other corridors a l l across the West, w i l l g r e a t l y 

improve service. Large volumes of t r a f f i c w i l l be diverted from 

truc>:s to the merged system's much-improved mtennodal services, 

as discussed by Mr. Ainsworth and Mr. Roberts i . i t h e i r v e r i f i e d 

statements. Trade wit h our neighbors i n Canada ^ud Mexico w i l l 

be enhanced. 

The purpose of t h i s merger i s to increase, not 

diminish, our capacity, and we project abandoning only some 588 

miles of lin e s where there i s l i t t l e or no local t r a f f i c and 

overhead business can be rerouted more e f f i c i e n t l y over other 

l i n e s of the merged system. 

This merger w i l l complete the transformation of the 

Western r a i l system that began a decade and a half ago. The West 

w i l l be served by two intensely competitive l a i l systems that 

have the e f f i c i e n t routes and wide network reach that are 

essential i f the r a i l mode i s to meet customer needs. I am proud 

to have been part of the process that ied to t h i s h i s t o r i c merger 

agreement, and l look forward to i t s speedy approval. 

175 



VERinCAIlON 

COMMONWEALTH OF ) 
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VERIFIED STATEMTINT 

OF 

PHILIP F. ANSCHUTZ 

My name i s P h i l i p F. Anschutz. I am Chairman of the 

Board of SPR. I served as President and Chief Executive O f f i c e r 

of SPR u n t i l July, 1993. T am also Chaiman of the Board and 

President of The Anschutz Corporation, which c u r r e n t l y holds 

approx.imataly 25.2% of SPR's outstanding common stock. I 

graduated from the University of Kansas i n 1951 w i t h a degree i n 

business. 

I aup. submitting t h i s statement i n support of the 

ap p l i c a t i o n f o r Commission approval of Union P a c i f i c c o n t r o l of 

SP. I ^ approved, the UP/SP combination would be accom.plished 

through the proposed merger of SPR and UPRR, a wholly owned 

subsidiary of UPC. After the merger, UP and SP w i l l be operated 

as a single system. 

In my testimony I explain why the proposed UP/SP 

combinatic^n i s i n the public i n t e r e s t , and i n the i n t e r e s t s of 

the shareholders of UPC and SPR. My testimony also discusses the 

fairness of the merger consideration, mainly from the perspective 

of SPR's shareholders. I r e s p e c t f u l l y urge the Commission to 

approve the con t r o l application as soon as possible. The merger 

benefits are very su b s t a n t i a l . Their r e a l i z a t i o n should commence 

as soon as possible and not be diminished by undue delay. 

177 

-^amedasimti mnum 



mm 

Customers w i l l benefit g r e a t l y from the UP/SP 

combination's expanded r a i l system and broader geographic 

coverage, from new and more e f f i c i e n t s i n g l e - l i n e service, and 

from strenuous head-to-head competition with BN/Santa Fe 

throughout the West. The UP/SF combination also w i l l y i e l d 

s u b s t a n t i a l e f f i c i e n c y gains and operating cost reductions. 

Rail investm.ents i n t h i s lower-cost environment w i l l 

e n t a i l less r i s k and w i l l y i e l d higher returns from new capacity 

and from improvements i n r a i l operations. The f i n a n c i a l l y 

stronger, more e f f i c i e n t r a i l system created by the UP/SP 

combination thus w i l l be able to j u s t i f y and fund quickly the 

kinds of investments that a stand-alone SP i s unable to make at 

the present time. These investment 3, together wi t h the ready 

a v a i l a b i l i t y of UP's technologically superior operating and 

information systems and the improved u t i l i z a t i o n of e x i s t i n g 

routes, f a c i l i t i e s and equipment, w i l l allow service q u a l i t y on 

SP lin e s to be increased r a p i d l y to levels that correspond b e t t e r 

to our e x i s t i n g and our prospective customers' tr a n s p o r t a t i o n 

needs. I am p a r t i c u l a r l y pleased by t h i s prospect, as are a 

large number of SP's customers. 

a. SP'S F-fanchise i s Ggod, But Limited m Som.e import-^p^ 

tIlS3i^. SP operates over approximately 14,500 miles of f i r s t main 

track and operates i n 15 states. Our f i v e core routes are: 

1) the A-̂  C Q r r l ^ . , extending along the Pacific coast from 

Portland, Oregon to the Los Angeles Basin; 2) the Central 
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Corridor. s t a r t i n g i n Oakland, and traversing the Rockies on the 

way to Chicago; 3) the Sunset Route, beginning i n Los Angeles and 

moving through Tucson, El Paso, San Antonio and Houston to New 

Orleans; 4) the Tucumcari Line, running from El Paso v i a 

Tucumcari to Kansas Cit y and continuing from there by v i r t u e of 

BN trackage r i g h t s to Chicago; and 5) the Gulf to Midwest 

Corridor. ranging from the Texas Gulf Coast to St. Louis and then 

on to Chicago. 

SP serves most Western ports ( a l l but San Diego and 

Seattle/Tacom.a) as well as many important population centers i n 

the Western United States. I t connects wi t h Eastern r a i l r o a d s at 

gateways i n Chicago, St. Louis, Kansas City, Memphis and New 

Orleans. Interchange w i t h Mexican railroads occurs at f i v e 

p r i n c i p a l gateways along the Mexican border. 

P r i n c i p a l commodities hauled by SP over i t s integrated 

r a i l system, i n order of 1994 gross revenue c o n t r i b u t i o n , are: 

chemical and petroleum products (18.9%), forest products (13.3%) 

food and a g r i c u l t u r a l products (12.8%) and coal (9.2%). The 

largest c o n t r i b u t o r to SP's revenues continues to be intermodal 

container and truck t r a i l e r transportation (26.2% i n 1994). 

Our primary marketing goal has always been to take f u l l 

advantage of SP's f i n e route structure or i t s franchise, as we 

sometimes c a l l i t . In the ever-changing l o g i s t i c s environment i n 

which our customers operate, however, our franchise does not have 

adequate geographic coverage (or, i n some cises, s u f f i c i e n t 
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directness) to allow us to go after many of the expansion and 

other marketing opportunities that we have i d e n t i f i e d . 

For example, our i n a b i l i t y to offer single-line service 

on the 1-5 Corridor to shippers beyond Portland means that 

substantial freight volumes that might otherwise move by r a i l are 

instead r o l l i n g on trucks on Interstate 5. Also, our route 

through the Central Corridor is too circuitous and i t s grades too 

steep to permit us to provide e f f i c i e n t l y the shorter transit 

times required by many shippers, particularly intermodal. 

Perhaps more important, SP's comparatively limited geographic 

coverage requires many of i t s customers to rely more heavily than 

they would l i k e on less e f f i c i e n t , less reliable i n t e r l i n e 

movements than do the customers of the new BN/Santa Fe system, 

which i s now able to offer a much wider array of preferred 

single-line routings and multiple-point, multiple-region 

transportation contracts. 

^- £P'S E t tQl t . s to improve Opprarina E f f i c i P n n v ^ n i 

&^r2l^QllAllS2£ Are Sucgee.iinQ m .̂ oinp ArftA£. To strengthen SP'S 

franchise, we focus on improving the quality of our 

transportation service and increasing operating efficiency 

through cost reductions and better u t i l i z a t i o n of our r a i l 

assets. Efficiency and quality are, of course, linked. 

Efficiency is a necessary predicate to q-aality. 

I t has become increasingly clear that to protect SP's 

existing customer base, and certainly to attract new 

transportation business, we must continually improve the quality 
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of our service. Let me explain more s p e c i f i c a l l y what I mean by 

t h a t . Quality service means f a s t , r e l i a b l e and consistent 

t r a n s i t times. I t means adequate and available car supplies and 

f a s t , t r o u b l e - f r e e interchanges and switchings i n yards, reload 

centert and intermodal terminals. I t means s u f f i c i e n t and ready 

motive power. ; t means state - o f - t h e - a r t technology f o r t r a i n 

dispatching, ere ' reporting and other operating systems and f o r 

technical support (enabling prompt and accurate information on 

f r e i g h t car lo c a t i o n and deli v e r y time and i n b i l l i n g ) . i t means 

safe and damage-free operations. And -- coupled w i t h a l l of 

these a t t r i b u t e s -- i t means competitive prices. Even then, 

customer requirements change, as does the competitive 

environment. Quality service i s thus a moving target. I t 

requires continuous improvement. I t requires leadership i n 

service and p r i c e . 

We have made progress i n our e f f o r t s to improve service 

q u a l i t y and operating e f f i c i e n c y . For example, one of the 

h i g h l i g h t s of these e f f o r t s concerns our locomotive f l e e t . 

Scheduled t r a i n service, which is becoming more and more v i t a l to 

our customers, requires greater and more r e l i a b l e motive power 

than our old f l e e t was able to muster. Upgrading i t s locomotive 

f l e e t thus became the c r i t i c a l element of SP's 1993 plan to 

respond as quickly as possible to the increasing demand f o r 

scheduled ser\'ice. In the last two years we have acquired and 

put i n t o service some $800 m i l l i o n worth of new and 

remanufactured locomotives. These welcome additions to our f l e e t 
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establish the necessary base for our further ongoing efforts to 

improve service quality and operating efficiency. 

c. SP Needs to Do More. While upgrading the locomotive 

f l e e t i s a step i n the right direction, we have s t i l l not 

achieved necssary service levels. We are advancing toward manv 

of our service - improving and efficiency-enhancing goals, but we 

are s t i l l not going fast enough. SP is slipping behind i t s 

major competitors on many routes, both i n terms of service 

quality and operating efficiency. We must increase our momentum. 

2. In Taking on the Burgeoning BN/Santa Pe, SP Faces 
Immense Competitive Challenges That Will Be 
Bxtraordinarilv D i f f i c u l t for i t to Meet Bv Itge^t 

a. SN/Santa Fe's Adroit Use of Network and other Resnurce 

Advantaaes w i l l Accelerate the Pace of Competition. Right now, 

far and away, BN/Santa Fe has the best route structure in the 

West. I t s network includes access to a l l major West Coast ports 

and Eastern gateways, as well as extensive geographic reach and 

broad market gathering advantages. This network gives BN/Santa 

Fe an unrivaled a b i l i t y to offer shippers multipoint and 

multiregion contracts, single-line service and,, with i t s larger 

business volumes, more opportunities to schedule single-

destination trains with extraordinarily fast tra n s i t times. 

We therefore expected BN/Santa Fe to emerge from i t s 

consolidation as a strong competitor. We expected i t to take 

advantage of i t s vast geographic coverage by offering new single-

l i n e service on several key routes. We knew i t would lock i n 

182 

mm 



substantial cost and efficiency savings and become a lower-cost 

provider of r a i l service. 

The Commissicn, too, understood the likelihood that the 

BN/Santa Fe combination would move in these directions and 

precipitate these public benefits. Indeed, i t s ultimate finding 

that the BN/Santa Fe combination is consistent with the public 

interest was premised largely on the expectation that the 

combination would produce these benefits. 

What we did not f u l l y appreciate at the time was the 

f u l l extent of BN/Santa Fe's l i k e l y progress and the speed with 

which i t would move. Already BN/Santa Fe has become an over

powering competitor for a stand-alone SP. Very much in evidence 

is the overwhelming earning power of the BN/Santa Fe system and 

the extra cost savings and operating efficiencies that i t is 

s t i l l wringing out of ics consolidation program well ahead of 

the o r i g i n a l schedule. This success we can only applaud, even 

while we contemplate what i t m-aans to SP. 

What i t f o r e t e l l s , I believe, is a new era of 

unparalleled, unabated and fierce competition with a much higher 

degree of innovation in both prices and service. This BN/Santa 

Fe competition is coming right at SP and, of course, UP. 

BN/Santa Fe's r a i l system is already in good condition. The 

planned augmentation of that system by using b i l l i o n s of 

investment dollars (includinc, according to a recent announcement 

by Mr. Krebs, $1.8 b i l l i o n in capital expenditures in tnis year 

alone) to acquire or construct new and improved r a i l assets w i l l 
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enable BN/Santa Fe to push competition to unprecedented l e v e l s . 

And, I have no doubt that BN/Santa Fe w i l l do j u s t t h a t . 

^ ' SP'S Already D i f f i c u l t s i t u a t i o n i s Becnm.-ing Even More 

D i f f i c u l t . Fundamentally, SP must p o s i t i o n i t s e l f so that i t can 

make the kinds of incremental service and e f f i c i e n c y enhancing 

investments that w i l l allow i c to r e t a i n e x i s t i n g cu3tomer.=! and 

a t t r a c t new ones. Only then would SP be able to exert 

competitive pressures of i t s ov.Ti, to garner new business, and to 

move beyond i t s current status, which i s often a c a r r i e r of l a s t 

r e s o r t . 

To do so, however, SP needs greater access to new 

c a p i t a l , w e l l above and beyond the cash flows provided by 

depreciation charges and other i n t e r n a l sources. I t needs new 

c a p i t a l to make the incremental investments c a l l e d f o r by an 

evolving and dynamic competitive environment. At least f o r the 

foreseeable f u t u r e , retained earnings w i l l not be a source of new 

c a p i t a l f o r SP, because the comparatively poor q u a l i t y and the 

r e l a t i v e i n e f f i c i e n c i e s of i t s service at current levels tend to 

l i m i t i t s earnings p o t e n t i a l . 

There are, of course, possible sources of new c a p i t a l 

other than retained earnings, the preferred source of SP's 

competitors. Again, however, SP i s tripped up by i t s i n a b i l i t y 

to provide service comparable to that of i t s competitors. This 

shortcoming, both real and perceived, diminishes the a n t i c i p a t e d 

returns and increases the r i s k to would-be suppliers of c a p i t a l , 

who recently have become more apprehensive over the r i s k that SP 
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w i l l not be able to cope with increasing levels of competition 

from BN/Santa Fe. 

The proposed UP/SP combination provides the surest and 

fastest way out of this financial and economic "catch-22.'' And, 

i t offers many other public benefits. 

3' Reasons WhV SP supports Merger wi t̂ >i [jP 

a- Customerf^ w i l l Benefit trom Expanded GPoaraphic 

Coverage. Enhanced Sinale-Line service and All-Out Competitinn 

Mith BN/Sar.ta F.e- combining the route structures and f a c i l i t i e s 

of UP and SP w i l l create a network wi t h geographic dimensions and 

operating e.iLficiencies comparable to that of BN/San«-,a Fe. A 

lar g e r network o f f e r s cu^itomers the prospect of reaching new 

markets as w e l l as the advantages of new s i n g l e - l i n e service. 

Customers prefer s i n g l e - l i n e service, i n large part because 

interchange between ra i l r o a d s can be more cos t l y . Interchange 

requires operating coordination between r a i l r o a d s , b i l l i n g and 

other data exchanges, and rate r ^ r r o t i a t i o n s . Interchange also 

tends to make deliv e r y times slower and more uncertain than 

s i n g l e - l i n e service. These c h a r a c t e r i s t i c s can be d i s r u p t i v e to 

the customers' own burinesses. They can be especially 

problematic i n the case of service - sensitive f r e i g h t , such as 

parts and other stocks comprising j u s t - i n - t i m e inventories. 

Enhancements i n s i n g l e - l i n e service thus w i l l provide customers 

w i t h greater opportunities to reduce t h e i r inventory costs and 

associated working c a p i t a l requirements, and to reach new markets 

f o r t h e i r own products. 
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Like BN/Santa Fe, a combined UP/SP w i l l enable 

customers to reach a l l major western population centers, a l l 

major West Coast ports and a l l principal gateways to Mexico and 

to eastern railroads. Customers who want to take advantage of 

this reach by contracting with one western railroad for a l l of 

their r a i l transportation needs are able to do so now with 

BN/Santa Fe. But, they do not now have a competing choice. With 

a UP/SP combination, customers w i l l be able to choose between two 

strong, competing r a i l systems. Customer choice drives 

competition, i t forces competition to be innovative in terms of 

both price and service. 

The same comprehensive network advantages that are now 

offered only by BN/Santa Fe w i l l be made available through a 

unified UP/SP systeiri. Customers and, more generally, the public 

w i l l benefit enormously from the direct, intense competition with 

BN/Santa Fe that would be unleashed by combining UP and SP and by 

activating the BN/Santa Fe access and other rights proposed by 

the application. 

-̂ mere w m Substantial Efficiency Gains and Cas;t 

KQ.'AiiQLî iRS. - Based on our studies, I am confident that the UP/SP 

combination w i l l result in tot a l annual public benefits of about 

$750 m i l l i o n . This includes cost reductions of approximately 

$675 m i l l i o n , including shipper logistics savings. Savings of 

this magnitude cannot be realized other than through 

consolidation. Cost savings are expected to be achieved through 

reductions in payroll costs, more e f f i c i e n t use of locomotives 
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and frei g h t cars, combining the communications and other 

technological resources of bot'-i railroads, more e f f i c i e n t t r a f f i c 

routings and interchange, line abandonments, and closing 

duplicative yards and other f a c i l i t i e s . Additional cost 

reductions w i l l be achieved by consolidating the management, 

overhefid and support functions of the two railroads. 

Further benefits from combining UP and SP w i l l come 

from the additional revenues that w i l l be earned from t r a f f i c 

increases attributable to service enhancements. Our studies 

indicate that these additional revenues w i l l net approximately 

$75 m i l l i o n per year, after taking into account both the 

additional cost of handling the increased t r a f f i c and the 

countervailing effects of the already intense BN/Santa Fe 

competition that w i l l be heightened by the access and other 

rights to be afforded to BN/Santa Fe as described in the 

application. 

c. UP/SP Will Be Able to Pursue Promptly Additional 

Investment Opportunities That Are Now Bevond SP's Reach. 

Includina Investments Relating to Needed Service improvem.ents on 

£iLLfi_Iiin£L£• In terms of financial success, BN/Santa Fe is off to 

a f l y i n g s t a r t . BN/Santa Fe obviously is not going to s i t on the 

sidelines while UP/SP gets stronger through cost savings and 

operating efficiencies, and by capturing increased business. I 

f u l l y expect BN/Santa Fe to respond vigorously to UP/SP 

i n i t i a t i v e s , even to capitalize on i t s headstart in anticipation 
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of those i n i t i a t i v e s , a l l across the West on a l l competitive 

f r o n t s . 

But the u n i f i e d UP/SP system w i l l have the route 

s t r u c t u r e , the s k i l l e d and dedicated personnel, the resources and 

the w i l l to meet the challenges of the strong new BN/Santa Fe 

system. The UP/SP system c e r t a i n l y w i l l have both the incentives 

to make and, to the extent necessary, the f i n a n c i a l resources to 

fund q u i c k l y a number improvements, including the kinds of 

investments needed to bring service q u a l i t y on SP's li n e s to 

f u l l y competitive levels. These improvements and investments 

include: combining and upgrading carload and intermodal terminal 

f a c i l i t i e s to reduce delays and to increase bypass c a p a b i l i t i e s ; 

adding route capacity, p a r t i c u l a r l y on the Sunset Route and the 

Tucumcari Line, to reduce congestion and to improve t r a n s i t 

times, service r e l i a b i l i t y and consistency and to increase 

t r a f f i c density; introducing at r e l a t i v e l y small cost UP's 

improved t r a i n dispatching and other technologically superior 

systems designed to increase operating e f f i c i e n c y , as wel l as new 

information technology designed to give customers the information 

they need v.,en they want i t ; increasing tunnel clearances, 

p a r t i c u l a r l y on the 1-5 and Central Corridors, to allow double-

stack container t r a f f i c ; expanding car supply; and b u i l d i n g new 

intermodal terminals and new reload and d i s t r i b u t i o n centers. 

d. T̂.e Merger Tftrm.?_Are Fair- The financial terms of the 

proposed UP/SP combination are set f o r t h i n the Merger Agreement, 

which i s being included as an e x h i b i t to the A p p l i c a t i o n , and 
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w i l l be addressed i n detail in our Joint Proxy 

Statement/Prospectus which w i l l be distributed shortly. I 

believe that these tender offer and m.erger terms are f a i r and in 

the best interests of SPR's shareholders. 

The tend';.- offer and merger terms were the subject of 

extensive discussions and arm's-length bargaining between 

representatives of UPC and SPR. The SPR Board of Directors 

un?.nimously approved the Merger Agreement on August 3, 1995. The 

Merger Agreement spells out the consideration to be received by 

SPR shareholders in connection with UPC's two-stage acquisition 

of SPR stock. The Board of Directors of SPR considered, in my 

opinion, a l l relevant factors in approving the tender offer and 

merger transactions contemplated by the merger agreement. Before 

voting to approve the UP/SP combination, the Board received the 

oral opinion of i t s financial advisor, Morgan Stanley & Co. 

Incorporated, to the effect that the amounts of cash and UPC 

stock consideration to be received by SPR shareholders pursuant 

to the first-stage tender offer and the subsequent merger with 

UPRR, taken together, are f a i r from a financial point of view. 

In his v e r i f i e d statement, Mr. Runde describes the Morgan Stanley 

analyses then presented to the Board. 

Based on the foregoing, I strongly believe that the 

terms of the tender offer and merger, taken together, are f a i r to 

SPR'S shareholders. 
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4. CoBclusion 

The proposed UP/SP combination is a win-win-win 

proposition for shippers, shareholders and the public. 

Especially i n l i g h t of the trackage ^nd other rights that w i l l be 

afforded BN/Santa Fe, competition clearly w i l l be greatly 

increased. 

The UP/SP conihination w i l l y i e l d tremendous public 

benefits, and customers w i l l receive m.uch better service. I am 

convinced that the proposed UP/SP combination is very much i n the 

public interest. I therefore urge the Commission to approve the 

application promptly. 
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V E R I F I C A T I O N 

STATE OF CALIFORNIA 

COUNTY OF SAN FRANCISCO 
) ss. 

I , PHILIP F. ANSCHUTZ, being duly sworn, state t h a t 

I have read the foregoina statement, that I know i t s contents, 

and that those contents are true as str.ted, 

SUBSCRIBED and sworn to before me 
^^•^^ "' '^ay of November, l')9S. 

Notary PuLlic 
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VERIFIED STATEMENT 

OF 

JOHN T. GRAY 

QUALIFICATIONS 

My nair.e :s John T. Gray, i am Vice President-Network 

and corporate Development of SP. My career has been devoted to 

tran s p o r t a t i o n engineering, l o g i s t i c s , and marketing. After 

earning a Bachelor's degree in C i v i l Engineering and a Master's 

degree i n Transportation Engineering from Tuiane University, I 

served m the Army as executive o f f i c e r of a transportation u n i t , 

then took Ph.D. courses i n Transportation Systems Analysis and 

developed r a i l r o a d cost models as a Researcn Assistant i n the 

Transportation Center at Normwestern Univer.iity. I subsequently 

taught t r a n s p o r t a t i o n courses and developed transportation 

systems analysis tools as Assistant Professor of Transportation 

at the Universit:>- of Alaska. 

I then became Ma.nager-Marke t i n g and Salcjs of Alaska 

Railroad and, l a t e r , the Director of Transportatron f o r ARCO 

Alaska, Inc. Immediately p r i o r to coming to SP, I spent f i v e 

years wi t h BN, beginning as Director-Marketing and Business 

Analysis and f i n i s h i n g as Assista.nt Vice President-Chemicals. I 

cair.e to SP m 1992 as Managing Director • Yield Managejnent and was 

promoted to my current p o s i t i o n m 1994. I n my current and 

previous positions w i t h SF. I have had considerable e-Kperience 
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w i t h SP'S marketing a c t i v i t i e s and w i t h SP-s r e l a t i o n s h i p s w i t h 

I t s customers i n a l l of the markets i t serves. 

INTRODUCTION 

In t h i s statement, I w i l l discuss the f o l l o w i n g p o i n t s : 

• I n the climate of vigorous r a i l competition today, customers 

demand consistent seiv^ice and price iir.provements from t h e i r 

c a r r i e r s . 

• SP c u r r e n t l y lags i t s main Western co;npetitors i n terms of 

i t s a b i l i t y to compete on the basis of both c x i i e and 

£^£Vi^. To become an e f f e c t i v e competitcr w i t h i t s r i v a l s , 

SP would have to overcome a number of operational and 

f i n a n c i a l constraints that now l i m i t the q i a l i t y and number 

of SP's services and raise SP's costs. 

• Despite the e f f o r t s of SP personnel, SP as an independent 

company l i k e l y . c i i i lack the resources to improve i t s prices 

and services s u f f i c i e n t l y to compete e f f e c t i v e l y . 

Especially i n competition w i t h the powerful new EN/Santa Fe 

system, SP's capacity to make these improvements i s g r e a t l y 

constrained by i t s l i m i t e d f i n a n c i a l rtx^i^i-.rn^^ and rontP 

Structure• 

• A UP/SP combination w i l l supply the resources and route 

s t r u c t u r e needed to ensure that high-quality, p r i c e -

competitive service is available to a l l of the customers 

that depend on SP, and w i l l produce a r a i l r o a d that can 

provide vigorous competition w i t h BN/Santa Fe. As a r e s u l t , 
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i n markets where SP i s the sole competitor w i t h BN/Santa Fe 

or UP, or i s a t h i r d competitor behind the two other 

r a i l r o a d s , the UP/SP merger w i l l bring about SJLrOEa£l. 

competition than otherwise would be present. 

In Part I of this v e r i f i e d statement, I w i l l describe 

the expectations of shippers and the highly service- and price-

competitive r a i l ma.rketplace that has evolved since enactment of 

the Staggers Rail Act of 19^0. i also w i l l s^ammarize customer 

service concerns sp e c i f i c to many ot our major markets. In 

Part I I , I w i l l show that SP's service has not kept pace wit h 

that of i t s competitors and explain the nature of SF's service 

gap. I n Part I i i , i w i l l demonstrate that an independent SP 

l i k e l y w i l l not have the resources to close the service gap w i t h 

i t s major r i v a l s . F i n a l l y , m Part IV, i w i l l show that a merger 

wi t h UP provides the best way to ensure that i n the future, high 

q u a l i t y , competitive service w i l l be available f o r SP's 

customers. T w i l l also show that customer req^.arements for 

continuing service and price improvements w i l l be s a t i s f i e d and 

service and pr i c e competition w i l l be enhanced by the proposed 

merger. 

Part I . The Current Raii Service Marketplace Places 
Bxtraordinaxy_j;.ampetitive.Jleinan(isL_m_S£ 

Competition i n the r a i l industry i s intense. The 

Staggers Rail Act of 1980 freed railroads from many aspect, of 

goverrjnent regulation, allowing the market to determine r a i l 

rates and encouraging improvements i n r a i l industry e f f i c i e n c y . 
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Customers have benefitted g r e a t l y from t h i s l i b e r a l r a i l service 

marketplace. Rates have f a l l e n , r a i l r o a d e f f i c i e n c y has 

increased and, as this new business environment has evolved, 

r a i l r o a d s have made substantial investments to improve t h e i r 

p r o d u c t i v i t y . Over the l a s t 15 years, p a r a l l e l with these price 

decreases, there has been a dramatic increase i n the q u a l i t y of 

r a i l service; yet customer demands f o r f u r t h e r service 

improvement are increasing rather than decreasing. The current 

environment of vigorous competition requires r a i l r o a d s to make 

continuing service and price improvements not merely to a t t r a c t 

mere t r a f f i c , but to r e t a i n t h e i r e x i s t i n g customers. 

A. Shippers PemaiidLJiiah:i2uaiii:̂ _Raii service 

over the last several years, businesses m many sectors 

of the American economy have oacome more e f f i c i e n t and p r o f i t a b l e 

by applying just-m-time and other inventory management methods 

to minimize carrying costs for both t h e i r supplies and t h e i r 

f i n i s h e d produc:s. These businesses impo.-e prompt deli v e r y 

requirements on t h e i r suppliers, and they do not produce and ship 

t h e i r o-wn products u n t i l very close to the tiine that the products 

are needed ei t h e r by an end-user or to r e f i l l a d i s t r i b u t o r ' s 

shelves. This t i g h t l y c o n t r o l l e d ordering-production-

d i s t r i L u t i o n process is no longer the sole province of high value 

consumer aoods. Today, t h i s d i s c i p l i n e i s practiced by a l l 

i n d u s t r i e s ranging from producers of low-value construction 

aggregates through t-.e complex l o g i s t i c s chain required f o r 

automotive and machinery production and d i s t r i b u t i o n . To 
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maximize e f f i c i e n c y , shippers seek to make t h e i r transportation 

vendors part of t h i s inventory control process. They do so 

because they have come to realize that t h e i r own p r o f i t a b i l i t y 

can depend on and be improved by high q u a l i t y r a i l service. 

The cornerstone of good service for most customers is 

f a s t , consistent t r a n s i t f me and r e l i a b l e equipment supply at a 

competitive price. Shippers increasingly look to t h e i r c a r r i e r s 

f o r scheduled, j u s t - in-time, damage-free transportation to reduce 

t h e i r own co.sts. Moreover, cust^.-ners require pro-active 

technical support, such as real-time information on the location 

and d e l i v e r y t.mes of t h e i r f r e i g h t and the a b i l i t y tc i n t e r r u p t 

or expedite shipments to meet unexpected developments. Rail 

customers also want b i l l s that are prompt, accurate and easy to 

i n t e r p r e t . Customers expect t h e i r c a r r i e r s to have the 

sophisticated information technology to provide a l l of these 

features, which help customers manage t h e i r own business.^ 

Shippers place a premium on s i n g l e - l i n p ..^p.^no which 

maximizes the speed and r e l i a b i l i t y of shipments and focuses 

performance r e s p o n s i b i l i t y on a single c a r r i e r . Customers 

strongly prefer s i n g l e - l i n e service over i n t e r l i n e movements 

because i t provides s i g n i f i c a n t e f f i c i e n c i e s , including the 

e l i m i n a t i o n of time consuming interchange between r a i l r o a d s , 

possible movement errors, and waybill exchange. Single-line 

service also provides a r a i l r o a d with better equipment control 

Trr v <= statements of Fleischjnan' s Yeast, 
inc., V.S., Douglas Jonnson; East Camden and Highland Railroad 
Company, v.S. J e f f e r y T. Lindsey. yi ictna Kai.road 
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and o p p o r t u n i t i e s for more productive equipm.ent u t i l i z a t i o n . 

These e f f i c i e n c i e s of s i n g l e - l i n e service lower c a r r i e r costs and 

allow a r a i l r o a d more f l e x i b i l i t y to o f f e r lower rates to the 

cus tomer. * 

Customers frequently seek contracts w i t h "core" 

c a r r i e r s . These are multiple-point and m.ultiple - region 

contracts, which provide a package of services to and from many 

areas i n a single r a i l t ransportation contract. These contracts 

are prevalent today on a l l r a i l r o a d s . Negotiating one contract 

to cover many points reduces shippers' transaction costs and 

increases t h e i r bargair.mg power with the "core" c a r r i e r , i t 

also provides a shipper v i t h f l e x i b i l i t y to meet changing 

t r a n s p o r t a t i o n needs without renegotiating transportation prices. 

For example, t h i s strategy rreq^uently permits shippers to develop 

new customers of t h e i r own and to ship product to their, 

immediately under ex i s t i n g contracts without renegotiating the 

price and other terms f c r transportation. 

Rail customers themselves are subject to increasing 

competitive pressures and cannot a f f o r d to stand s t i l l m the 

gioba. economy. Neither can they a f f o r d to allow t h e i r vendor or 

c a r r i e r to stand s t i l l . They must demand increasing levels of 

service m order to respond to t h e i r own competitive 

circumstances. 

• statements of Deacero, S.A. de C.V., v s Josf' T,HC. 
Medina G.; Cascade Steel Rolling M i l l s , Inc., v .S . Kurt C 
zetzsche; Rexene Corporation, v.S. p. R. Malcolm. 
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fifii^ice Requiremgnts TP spj£clfxc sp Markets 
Achieving f a s t , r e l i a b l e t r a n s i t times and adequate 

equipment supply -- the fundamentals of r a i l service -- requires 

that a l l elements of the r a i l system have adequate capacity and 

the a b i l i t y to coordinate t h e i r operations. This requires 

s u f f i c i e n t track, terminals, locomotives and r o l l i n g stock, and 

the sophisticated infonr.ation systems to support management 

processes that permit e f f i c i e n t u t i l i z a t i o n of these resources. 

As the f o l l o w i n g sumonary shows, m a l l of SP's commodity groups, 

conditions i n our customers' own markets are causing them to seek 

h i g h - q u a l i t y r a i l service. This means SP must provide the 

fundamentals plus continuing improvements. 

(1) Aii£i2miLtiYfi. Automotive customers u n i v e r s a l l y r e l y 

on j u s t - i n - t i m e d e l i v e r i e s at both the r e t a i l and production 

levels The i n - t r a n s i t inventory carrying costs of f i n i s h e d 

vehicles a.id auto parts i s substantial. In a d d i t i o n , shutting 

down a vehicle assembly plant on account of shipment delays may 

cost the manufacturer nearly $200,000 per hour. Because 

automctive t r a f f i c uses specialized r a i l cars, consistent t r a n s i t 

times are required to improve u t i l i z a t i o n of scarce, expensive 

' ' ^ i l resources and to meet the capacity requirements of our 

customers. On-time and damage-free service, as w e l l as pro

active i n t e r l i n e monitoring and exception reporting, are also 

exceedingly important f o r these commodities because of t h e i r high 

v i j u e . 
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(2) Chemicala. Because of reduced inventories, 

s t r i c t e r production d i s c i p l i n e , product customization, and j u s t -

i n - time c o n t r o l s , chemicals customers also demand consistent 

service i n order to plan production schedules and avoid plant 

shutdowiis or slowdowns. Our customers, and our customers' 

customers, cannot manage t h e i r businesses e f f i c i e n t l y without 

consistent service. Plastics shippers use r a i l cars as storage 

f a c i l i t i e s f o r t h e i r increasingly customized products, r e q u i r i n g 

c a r r i e r s to provide space to hold and manage the inventory of 

such cars u n t i l ordered to the receiver. Information technology 

is an important r e q u i s i t e of such service. In addition, because 

cf the hazardous nature of many chemicals, safety i s an important 

element of high- q u a l i t y service f o r chemical customers. 

The widespread use of p r i v a t e cars for almost a l l t'̂ -pes 

of chem.icals t r a f f i c makes fast, r e l i a b l e cycle times extremely 

important to ensure that our customers have s u f f i c i e n t equipment 

and r e a l i z e adequate returns on these assets. The most important 

elements i n accomplishing t h i s goal are f a s t , r e l i a b l e t r a n s i t 

time and scheduled high-quality switching service. 

(3) Qaai. As the u t i l i t y industry deregulates and 

experiences increased competition, SP s cc 1 customers are 

beginning to reduce t h e i r coal inventories tc manage t h e i r costs 

b e t t e r . Not long ago. u t i l i t i e s t y p i c a l l y maintained 45 to 70 

day stockpiles of coal. Today, many u t i l i t i e s are sto r i n g only 

30 to 40 days of coal and are looking to operate w i t h j u s t 10 to 
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12 days of coal on hand. As a r e s u l t , r e l i a b l e r a i l service has 

become much more important i n the coal area. 

Many u t i l i t i e s provide t h e i r own equipment. Fast, 

r e l i a b l e cycle times are an essential element i n our customers' 

management of th i s important cost element i n t h e i r business. 

Even where raiIroad-owned equipment i s involved, cycle times are 

important i n order to minimize c a r r i e r costs and permit rates 

th a t allow our customers to o f f e r competitive prices i n t h e i r 

•narkets. Slow cycle times increase the cost of r a i l 

t r a n s p o r t a t i o n , m t h i s regard, the export coal business has 

grown recently and holds the promise of considerable future 

growth. Even greater imprnvements i n car u t i l i z a t i o n w i l l be 

needed i n the future to enable our coal exporting customers to 

develop the competitive cost structure necessary to r e a l i z e the 

p o t e n t i a l of t h i s business. 

Coal mines must plan t h e i r o v e r a l l production levels to 

coincide not only with t h e i r sales, but with the a b i l i t y of the 

r a i l r o a d s to move the product. Therefore, r a i l r o a d s ' performance 

i n the u t i l i z a t i o n of the equipment also helps determine the 

production levels and p r o f i t a b i l i t y of the coal mines themselves. 

<4) Food and COn̂ Aiai£3L..croduCtS. Receivers of food and 

consumer products r e l y on consistent r a i l service to get t h e i r 

products to r e t a i l shelves i n s u f f i c i e n t time to prevent supply 

shortages. Inconsistent service compromises t h e i r a b i l i t y to 

compete i n t h e i r end-markets. i n addition, by c r e a t i n g longer or 

e r r a t i c r o l l i n g stock cycle times, inconsistent service 
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exacerbates the industry-wide shortage of insulated and 

r e f r i g e r a t e d box cars. The p e r i s h a b i l i t y of some products makes 

high levels of service even more c r i t i c a l f o r c a r r i e r s 

p a r t i c i p a t i n g i n t h i s market. Food production plants must gear 

t h e i r production levels to the a b i l i t y of carrie.rs to haul away 

f i n i s h e d foods as well as provide a steady supply of raw 

materials by r a i l . 

(5) EQrfifli_iUÊ 2dli£iS. In the liomber and paper markets, 

smaller inventories have increased the importance of r e l i a b l e 

service. Rail service f a i l u r e s l i t e r a l l y can shut down p r i n t i n g 

plants w a i t i n g f or paper. Likewise, r e t a i l e r s of Lumber products 

need consistent d e l i v e r i e s to plan sales promotions; and builders 

must be able to schedule construction projects. Receivers of 

lumber t y p i c a l l y pay f c r the goods w i t h i n 10 days of shipment. 

When the market price f or lumber i s v o l a t i l - , delayed r a i l 

service may r e s u l t i n substantial losses e i t h e r to the s e l l e r or 

buyer. 

E r r a t i c or slow service can reduce e f f e c t i v e car 

supply. Customers demand car a v a i l a b i l i t y so that they can 

maximize t h e i r own production, sales and p r o f i t s . ::n markets as 

v o l a t i l e and seasonal as construction, a c a r r i e r must be able to 

f u r n i s h r a i l cars m a manner that penr.its customers to respond 

to market demand and to p a r t i c i p a t e i n the most p r o f i t a b l e 

business opportunities available. 

^ ' ^ ^ and grain Produg.U. Receivers of m i l l i n g 

wheat and feed gra.ms also nave been reducing inventories over 
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the past three to f i v e years. I f t h e i r supplies do not a r r i v e as 

planned, they may be forced to shut down or slow down plants, or 

scramble f o r c o s t l y a l t e r n a t i v e supplies at the l a s t minute. For 

some export grain shippers, f a i l u r e to meet promised t r a n s i t 

times may cause them to breach t h e i r sales contracts or subject 

them to substantial losses i f the commodity price f a l l s during 

the delay. m addition, gram moving for export by ship must be 

timed to meet vessel a r r i v a l s and port storage c a p a b i l i t i e s . 

As i n other markets described above, many grain 

products move i n pr i v a t e cars. Here again, customers require 

r e l i a b l e turn times to assure adequate car supply and tc maximize 

the r e t u r n on t h e i r assets. For most grain shippers, r e l i a b l e 

supply of s u f f i c i e n t cars i s the moot c r i t i c a l aspect of r a i l 

service. As I noted above, che key to maximizing the 

a v a i l a b i l i t y and minimizing the cost of a car f l e e t i s cycle 

time, which i s a function of r a i l service, speed and r e l i a b i l i t y . 

(') Intermodal. For both i n t e r n a t i o n a l and domestic 

intermodal shipments, car v e l o c i t y and t r a n s i t - t i m e speed and 

consistency are of the utmost importance. Even a small delay (of 

a few hours) may become a 24-hour delay i f the t r a i n misses a 

scheduled connection with an Eastern r a i l r o a d . For i n t e r n a t i o n a l 

shipments from the West Coast, i f d e l i v e r y tc the East Coast i s 

not made by Friday morning, the goods w i l l not reach the str e e t 

before the following Monday, and the r e s u l t i n g delay may make the 

customer uncompetitive i n i t s own market. S i m i l a r l y , f o r 

domestic intermodal, even a few hours delay from promised 
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d e l i v e r y times may cause shortages on r e t a i l shelves or i n t e r f e r e 

w i t h the customer's s o r t i n g and d i s t r i b u t i o n a c t i v i t y . 

The domestic intermodal business i s especially 

s e n s i t i v e to truck competition. Customers increasingly expect a 

le v e l of r a i l service r e l i a b i l i t y comparable to that of motor 

c a r r i e r s . Intermodal equipment i s also among the most expensive 

i n the industry. Fast, r e l i a b l e cycle times are essential to 

keeping costs low and prices to customers competitive. 

(8) MfetALs. Both ferrous and non-ferrous metals 

customers of ra i l r o a d s are reducing inventories and demanding 

that r a i l d e l i v e r i e s be scheduled and delivered consistently so 

that they can arrange for unloading crews and can support 

d i s c i p l i n e d production schedules. This production d i s c i p l i n e i s 

required to meet the demands of downstream users of metal 

products, including the automotive and construction i n d u s t r i e s . 

Like other process industries, the prevention of plant slowdowns 

or shutdo^-ns i n the metals sector depends on consistently 

a v a i l a b l e car supply, a factor dependent, i n turn, upon r e l i a b l e , 

f a s t r a i l t r a n s i t and short cycle times. The movement of some 

f i n i s h e d steel products also requires the use of expensive 

specialized equipment. The cost cf t h i s equipment can only be 

j u s t i f i e d by high service levels that provide fast t r a n s i t and 

short cycle times. 

maglunery and government., consistent service is critical for 

product ion or cons t ruc t ion scheduling i n v o l v i n g minerals . 
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aggregates, cement, and b u i l d i n g materials. Keeping costs low i s 

es s e n t i a l to support t h i s industry since the value of these very 

basic products, such as sand, gravel and cement, i s i t s e l f very 

low. Railroads must be able to o f f e r high service levels i n 

order to minimize the resources, p a r t i c u l a r l y equipment, 

dedicated to support of t h i s business. Service consistency i s 

also required to permit customers to schedule the use of t h e i r 

own f a c i l i t i e s and personnel f o r loading and unloading r a i l 

equipment and f o r production and stockpile management. 

Part II. The Quality of SP's Service Lags Far 
Btahi.ad That of its Major q.f?mi?(-_t2l72L3. 

^ ' n^r^*"! Quality IS Third I n The West Behind 
Taa^Qff.erM By I t s Two Mainr_^ail^Competitor 

SP'S service has not kept pace with the service offered 

by our competitors. Our r e l a t i v e l y lower service q u a l i t y does 

not meet the expectations of our e x i s t i n g customer base and 

l i m i t s our a b i l i t y to a t t r a c t new customers. One of our 

s h o r t l i n e r a i l r o a d connections, states: 

"The East Camden and Highland Railroad prides 
^'^^!^!-?" '̂ ^̂ "̂  e f f i c i e n t r a i i r o a a . At times, our 
c r e d i b i l i t y has suffered due to the lack of perfonnance 
on tne part of Southern P a c i f i c . The Southern 
Pa c i f i c ' s lack of performance has cost our company both 
p o t e n t i a l and current customers." 

Statement of East Camden and Highland Railroad Company, V.S. 

J e f f e r y T. Lindsey at 1. Our i n a b i l i t y to a t t r a c t new customers 

and to serve e x i s t i n g customers l i m i t s our a b i l i t y to generate 

s u b s t a n t i a l operating cash flow and improve our f i n a n c i a l 

p o s i t i o n . This lack of cash flow, of course, constrains us i n 

making c a p i t a l investments required to improve service. 
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The comparatively low level of SP's service q u a l i t y i s 

a major marketing problem, and hinders our a b i l i t y to compete f o r 

business against our western r i v a l s , BN/Santa Fe and UP, and 

against other tran.sit modes, p a r t i c u l a r l y trucks and barges Our 

qua r t e r l y survey of shippers confirms the seriousness of the gap 

between SP's service performance and that of our major Western 

r a i l competitors. Since at least the f i r s t quarter of 1993. SP 

has never scored as well as any of these competitors on any of 

the four c r i t i c a l service factors: 1) t r a n s i t time speed, 2) 

t r a n s i t time consistency, 3) eq-uipment supply, or 4) equipment 

condition. The gap i n the percent of customers s a t i s f i e d w i t h SP 

•••ersus our r a i l competitors is c u r r e n t l y nearly 33 percentiige 

points f o r t r a n s i t time speed and consistency and between 25 and 

30 percentage points for equipment. See Table 1. Overall, the 

gap i s at 22 points. This shov,-s sizeable d i s s a t i s f a c t i o n w i t h 

SP's ser\ice i n comparison with what our ri-v/als c f f e r . 

Mr. King and Mr. Ongerth show i n t h e i r v e r i f i e d 

statement that because railroads operate as networks, the 

attainm.ent of f a s t , r e l i a b l e service requires coordinated, 

e f f i c i e n t operation of r a i l r o a d assetrs a l l over the system. Rail 

networks and terminals trust have adequate capacity and design to 

accommodate the required volume e f f i c i e n t l y , and locomotives must 

be available to support movement requirements, information 

systems must be adequate o support d i s c i p l i n e d management 

processes, and to monitor the movement of the customer's shipment 

through the network and terminals and to manage car ordering, 

210 

illl llllliiilillllllllMilllllllllMlillllililFMIlMiriTlii 



Internal SP Customer Survey 
3rd Quarter 1995 

• S P 
aUP, SF, BN 

0./. 0 of customers satisfied or very satisfied 



placement, pick-up, return and documentation. In add i t i o n , 

f a c i l i t i e s and equipment maintenance must be quick and e f f e c t i v e 

so that cars and locomotives are u t i l i z e d to the maximum extent 

possible. Failures at any of these points may cause delays, 

which can snowball i n t o f u r t h e r delays as the ef f e c t s are f e l t 

across the system. 

SP confronts d a i l y the greater capacity of EN/Santa Fe 

and UP to o f f e r the many dimensions of high-quality service. SP 

i s behind i t s competition i n service today. In addition, the 

f i n a n c i a l strength, route structure and operating e f f i c i e n c i e s of 

our competitors, p a r t i c u l a r l y BN/Santa Fe, w i l l support dramatic 

and continuing improvements i n t h e i r service. For example, as 

Mr. Yarberry points out i n his v e r i f i e d statem.ent, BN/Santa Fe 

has announced plans for $3 b i . l l i o n i n c a p i t a l spending i n the 

next two years, spending that w i l l dwarf SP's service improvement 

and cost reduction e f f o r t s . 

SP cannot begin to match these expenditures. But even 

i f i t could. SP cannot hope to match eit>^er the range or the 

e f f i c i e n c y of service options that w i l l flow from BN/Santa Fe's 

more extensive geographic scope and network coverage. BN/Santa 

Fe simply has more products to s e l l than we do. BN/Santa Fe's 

unprecedentedly large and extensive route structure allows access 

to a l l the major West Coast ports and Eastern gateways (with the 

sole exception of New Orleans). and gives i t an unequalled 

a b i l i t y to s a t i s f y shipper demands f o r s i n g l e - l i n e service and 

mu l t i p l e - p o i n t contracts. EN/Santa Fe's huge gathering network 
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w i l l also provide opportunities to operate single destination 

t r a i n s based on available business volume. To provide anything 

comparable to th i s operation. SP would be required to consolidate 

business from many sources, some of which would be i n t e r l i n e , and 

then operate through many intermediate yards i n order to b u i l d 

e f f i c i e n t t r a i n size. The differences .n t r a n s i t time and 

consistency would be measured (to BN/Santa Fe's advantage) i n 

days, not hours. 

SP faces s i g n i f i c a n t marketing d i f f i c u l t i e s o f f e r i n g 

i n t e r l i n e service i n competition with BN/Santa Fe s i n g l e - l i n e 

service. BN/Santa Fe's extensive route structure also provides 

i t w i t h many opportunities to draw business from SF through 

intermodal and cranslcading cperations. Over the next several 

years, SP faces an increasing competitive threat from BN/Santa Fe 

intermodal and transloadmg operations where that system does not 

d i r e c t l y serve SP carload custom.ers. We expect that f a c i l i t i e s 

ana equ;pment i n support cf these marketing e f f o r t s w i l l be a 

s i g n i f i c a n t part of the aggressive BN/Santa Fe c a p i t a l spending 

plan. 

Although SP'S settlement i n the BN/Santa Fe merger 

proceeding cured several s i g n i f i c a n t competitive problems created 

by that merger, i t nas brcome clear that i t did not provide SP 

wi t h the additional benefits necessary to compete e f f e c t i v e l y 

o v e r a l l w i t h the market scope and other resources of BN/Santa Fe. 

AS I discuss below i n more d e t a i l , SP must improve i t s service 

and c o n t r o l i t s costs i n order to meet i t s competition. SP's 

213 



a b i l i t y to succeed i n these e f f o r t s w i l l be hampered by i t s 

i n a b i l i t y to m.ake the investments necessary to r e l i e v e i t s 

congestion and capacity problems i n c e r t a i n c o r r i d o i s and 

terminals. Future investment by BN/Santa Fe and other r a i l r o a d s , 

p a r t i c u l a r l y m technology, w i l l uncover f u r t h e r p o s s i b i l i t i e s 

f o r c r e a t i v e l y enhancing service q u a l i t y , thereby widening t.heir 

competitive advantages over SP.' 

The most important advantages i f sophisticated 

information technology are the dramatic service benefits a r i s i n g 

from the railroad's improved a b i l i t y to manage i t 3 t r a f f i c . This 

would include better scheduling of assets and services, the 

a b i l i t y to plan terminal and local operations, and the a b i l i t y to 

Flan and to control equipment u t i l i z a t i o n . SP cannot implement 

i n i t i a t i v e s such as these without substantial future investment 

i n sophisticated information technology, which SP l i k e l y w i l l 

lack the f i n a n c i a l resources to develop. Manual substitutes. 

Fu'-ure p c s s i b i l i t i e s can be glimpsed i n today's 
cuttmg-edge service developments. For example, i f a customer's 
p l a n t develops an inventory shortage and wants the shipment 
expedited, pro-active tracking would permit the f r e i g h t to be 
located, taken off the t r a m and trucked or flown to destination. 

Information technology capable of q^uickly producing 
accurate b i l l s saves both customer and c a r r i e r a d m i n i s t r a t i s -
time and aggravation. i n addition, sophisticated b i l l i n g 
techniques would permit customers to use creative shipping 
arrangements to improve e f f i c i e n c y and cut costs. For example 
automotive customers of BN/Santa Fe and UP can get i n d i v i d u a l ' 
v e h i c l e I d e n t i f i c a t i o n numĴ er ("VIN") b i l l i n g , which permits them 
to achieve e f f i c i e n c i e s by optimizing vehicle loading on each 
t h i s '^^^ '° ^^^""^ design the mix of the load. SP cannot do 
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which SP now relies upon in many cases, w i l l be inadeqxiate to 

make SP a strong competitor in the future. 

As discussed below, i t should be noted that UP already 

possesses m-ny of the f a c i l i t i e s and systems that w i l l be 

required by SP. These highly productive assets would become 

available to SP's customers with l i t t l e additional investment 

after the proposed merger. 

B. SP Faces Significant Service Quality Issues 
In A l l Qf I t s Corridors and Mai^kfts 

In the following pages, for SP's major t r a f f i c f^ows. I 

w i l l provide specific examples i l l u s t r a t i n g SP's need for service 

quality improvements to keep pace with i t s competition. 

(1) Oregon/Central and Northern 
California/Utah/Colorado-Kansas 
citv/st. Lov1s/C>'̂ ':3q? 

Traffic flowing between the West Coast and Chicago 

includes some of SP's mccc time- and service-sensitive t r a f f i c , 

such as; 

• food and consumer products (including refrigerated 
shipments of peiishables) originating in California's 
"food basket"; 

• lumber originating m the "wood basket" of the Pacific Northwest ("PNW"); •^^X.I.AI., 

• paper moving from Oregon to printing plants in the 
Midwes t ; 

• coal and minerals moving from Utah and Colorado to the 
Mississippi River, Eastern gateways, and beyond; and 

• automotive t r a f f i c . 

In general, SP's transit time between the Northwest 

Coast and Chicago is far longer than that of i t s competitors, in 
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f a c t , SP's fastest time i s worse than i t s competitors' slowest 

time, and the v a r i a b i l i t y of SF's t r a n s i t times i s much greater 

than that of i t s competitors. 

For example between July 1994 and May 1995, for food 

products between C a l i f o r n i a and the Chicago gateway, SP's best 

and worst t r a n s i t times to Chicago were 10.4 and 18.1 days 

res p e c t i v e l y . Santa Fe's times were between 4.8 and 6.2 days. 

From Oregon, f o r peris2iables. BN can make i t to Chicago i n a 

consistent 8 days, while SP generally does no better than 14. 

For lumber moving between tne PNW and Chicago (for movement 

beyond) i n 1994, t.he following shows comparative ranges of 

t r a n s i t times: 

BN 6 - • days 
(average 6.5) 

UP 7-8 days 
(average 7.5) 

SP 9-13 days 

(average 11.8) 

In somie irstances, SP's t r a n s i t times f o r perishables 

have been so slow that the claims for damages because of l a t e 

d e l i v e r y have ac t u a l l y exceeded the revenues from the move. 

SP's longer t r a n s i t times between the West Coast and 

Chicago also result m longer turn times f o r eqaipment. This 

aggravates equipment shortages for scarce cars, such as insulated 

and temperature co n t r o l l e d box cars and centerbeam f l a t c a r s . I t 

also means that more equipment i s required to move the same 

amount of t r a f f i c , which fu r t h e r exacerbates delays r e s u l t i n g 

from congestion, increases SP's costs, and lim.;ts i t s a b i l i t y 

216 



provide competitive f r e i g h t rates to customers. I t also l i m i t s 

SP's a b i l i t y to compete for as broad a portion of the market as 

would otherwise be possible. This, i n turn, r e s t r i c t s our 

custom.ers' a b i l i t y to penetrate t h e i r own end markets. 

SP has l o s t s i g n i f i c a n t amiounts of business to other 

r a i l r o a d s and to trucks. Forest products and food and consumer 

products t r a f f i c i s p a r t i c u l a r l y susceptible to transloading. 

Recently, a number of SP customers have made arrangements to 

avoid SP by transloading t h e i r f r e i g h t to Santo Fe. UP, or BN at 

o r i g i n i n C a l i f o r n i a or Oregon. Shippers view the price premiums 

paid f o r that service as outweighed by the assurance that SP's 

poor service - - . i l l not cause them to shut dowr. a plant, have stock 

shortages at the r e t a i l stores, or scramble f o r even more co s t l y 

a l t e r n a t i v e supplies to avoid losing t h e i r .own customers. These 

customers t e l l us that service i s the primary issue, not p r i c e . 

For example, Midstate Lumber Corporation states: 

" I n January 1995, we stopped shipping on SP and 
transferred a l l of our business to BN-SF. Our business 
IS very time sensitive and requires e f f i c i e n t service 
. . .We f i n a l l y concluded that SP was incapable of 
providing the service we reqvire and, out of necessity 
to preserve our own business, had to stop shipping on 
SP. This was unfortunate, since many of the m i l l s 
located on SP lines produce superior wood produc^s 
which we prefer." 

Statement of Midstate Lumber Corporation, v.S. George Bilderback 

at 2 . 

SP'S service delays have lengthened equipment cycle 

times, which dramatically raise SP's costs above those of i t s 

competitors i n t h i s c o r r i d o r . For example, we estimate that our 
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car h i r e costs f o r forest products are s i g n i f i c a n t l y higher than 

BN's, and our o v e r a l l costs have been 15-20 percent higher i n 

th i s c r i t i c a l Central Corridor. BN/Santa Fe has s i n g l e - l i n e 

service i n t h i s important route f or forest products, which w i l l 

only enhance i t s demonstrated a b i l i t y to gain SP t r a f f i c through 

transloading and i t s f i n a n c i a l a b i l i t y to p r i c e aggressively. 

BN/Santa Fe thus threatens SP's a b i l i t y to compete for t h i s 

t r a f f i c ; and i t threatens the a b i l i t y of SP's customers to remain 

co.ppetitive against BN/Santa Fe shippers i n t h e i r end markets. 

Much of SP's coal t r a f f i c flows from the mines of Utah 

and Colorado to St. Louis f or onward movement by barge to 

custom.ers i n the Southeast. These custom.ers have t c l d SF that 

they are sk e p t i c a l of Ŝ 's a b i l i t y to provide the le v e l of 

service they require. 

SP has had tro-able d e l i v e r i n g coal i n consistent cycles 

from Colorado and Utah mines. As I noted above, SP's coal 

t r a f f i c has been marked by r e l a t i v e l y slow cycle times compared 

to BN as a separate r a i l r o a d . Fcr t h i s reason, even though SP's 

coal business now is expanding, SP has not been able to earn the 

revenue that should have been available. Nor has i t been able to 

earn the returns on that revenue that should have been possible. 

SP ha-- s i g n i f i c a n t flows of the mineral p s r l i t e , which 

o r i g i n a t e i n Colorado and move to Eastern gateways. The p e r l i t e 

producers want consistent t r a n s i t times of seven days to the 

gateways. SP's t r a n s i t times have ranged between f i v e and 17 

days. Because consistency i s the issue m moving these supplies 
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to p lants where the mineral i s used i n production, t h i s 

v a r i a b i l i t y of t r a n s i t time has caused plant shutdowns or slow 

downs. SP customers have resorted to trucking p e r l i t e long 

distances to ensure regular supplies at a substantial cost 

premium. i n addition, transloading to BN/Santa Fe i s available 

and provides consistent 7-day service to the Eastern gateways, 

despite the extra work and expense of a transload operation. 

2̂) Portland-Southern caiifpimia 

T r a f f i c flowing between Oregon points and the Los 

Angeles basin, the 1-5 Corridor, includes: 

• paper and lurber moving from Oregon and Northern 
C a l i f o r n i a to the nation's largest f o r e s t products 
destination market i n Southern C a l i f o r n i a and 
Arizona; 

• food products shipped w i t h i n C a l i f o r n i a ; 

• metals t r a f f i c , p a r t i c u l a r l y steel moving from the 
PNW and scrap moving from Arizona and Southern 
Ca l i f o r n i a to the PNW; and 

• intermodal t r a f f i c running between Portland and 
Southern C a l i f o r n i a . 

SP's service consistency has been a serious problem i n 

marketing our r a i l service for f o r e s t products. Paper and I'omber 

receivers increasingly work on l u s t - i n - t i m e inventories. SP has 

caused p r i n t i n g plants to shut down when paper f a i l e d to a r r i v e 

f o r a scheduled press run. we have experienced s i g n i f i c a n t 

defections to trucks for paper t r a f f i c destined to Southern 

C a l i f o r n i a . One of our l'airj:er customers notes that f o r shipments 

of lumber products to builders, "service on Southern Pac i f i c ' s 

Oregon to C a l i f o r n i a l i n e has proven to be slow and rather 
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i n e f f i c i e n t , w i t h turnaround times s u f f e r i n g as a consequence." 

Statement of Golden State Lumber, Inc., v.S. Wayne withers at 1. 

A major food products company moves on the portion of 

the 1-5 corridor where SP and Santa Fe compete head-on, with both 

carriers serving the Northern Ca-itornia origin and the Southern 

California destination. While SP's recent performance for this 

account averaged 9-day transit time, with 90% within 12 days, 

Santa Fe's performance averaged 5 days, with 90% within 6 days. 

S i m i l a r l y , steel producers require consistent t r a n s i t 

times and equipment supply i n order to schedule inventories and 

plan production. The operation of one of our steel customers i n 

the PNW i l l u s t r a t e s the impact of r a i l service problems i n t h i s 

industry, where transportation i s an i n t e g r a l part of the 

production process. Our customer .c -duces steel plate at a m i l l 

i n the PNW, which i s served by UP but open for reciprocal switch 

to BN and SP. Some of the customer's steel p l a t e production i s 

shipped as "skelp," the raw material f c r producing pipe, to the 

customer's own pipe m i l l , located i n C a l i f o r n i a and served 

exclusi v e l y by SP. When the customer's pipe m i l l bids to produce 

pipe f o r i t s own customer, i t must be assured that a regular 

supply of skelp w i l l a r r i v e by r a i l from the PNW. This customer 

has suffered long delays m the transportation segment of i t s 

production process due to the UP reciprocal switch at o r i g i n 

which requires UP to interchange t h i s business wi t h SP. This 

reduces the r e l i a b i l i t y of our customer to i t s own customer, and 

the impact r i p p l e s through the succeeding chain of business 
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r e l a t i o n s h i p s . m order to provide the steady supply necessary 

to keep the pipe m i l l running, our customer has, from time to 

time, shipped skelp by truck at a s i g n i f i c a n t cost penalty. 

S i m i l a r l y , the steel plate m i l l i n Oregon requires a steady 

supply of scrap by r a i l to maintain constant production. 

The statement f i l e d by Cascade steel R o l l i n g M i l l s , 

Inc. demonstrates the importance of r e l i a b l e service and 

equipment supply for the stee l industry i n t h i s c o r r i d o r . 

"We have experienced periodic d i f f i c u l t i e . < ^ with SP 
^ t ' l ^ ' t t t ^fn'?^'' i n a b i l i t y to provide us with a l l of 
p r o d u l l i o n ^^g^^^e, and t h i s has affe c t e d our 

• . . SP's people do not have the resources 
?p^i'f^^^'^° ^^f? ^^'^^ ^^^^^ competitors now have and 
SP s service suffers as a r e s u l t . When that happens 
our business suffers also." "<ippens 

V.S. Kurt C. Zetzsche at 2-3. 

For intermodal t r a f f i c m t h i s c o r r i d o r , i n s u f f i c i e n t 

tunnel clearances i n the Cascades are tha biggest marketing 

d i s a b i l i t y for SP. Today, our t r a i n s cannot handle the movement 

of two high-cube containers i n double stack service, which not 

only l i m i t s the capacity we o f f e r to customers, but r e s t r i c t s our 

a b i l i t y to reduce our u n i t costs. 

(3) Southern California/Arizona/New Mexico-
SaBSAS,,Citv/St. Louis/Chicaao 

Commodity flows between Kansas Cit y and the West Coast 

or Southwest include: 

* moving to feedlots and m i l l s i n Arizona and the 
LOS Angeles Basin and grair. products such as syrups and 
o i l s moving to food processors m Southern CaUfo?nia? 

• metals and ores moving from Arizona to the Midwest; 
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• paper moving from Eastern and Canadian connections i n 
Chicago to Southern C a l i f o r n i a and Arizona; 

• automotive t r a f f i c interchanged with Eastern c a r r i e r s 
at Kansas City, East St. Louis and Chicago moving to 
and from Southern C a l i f o r n i a and Western Mexican 
gateways; and 

• intermodal t r a f f i c to and from Southern C a l i f o r n i a . 

Many shippers of these commodities have defected from 

SP to ether r a i l r o a d s and to trucks because of unreliable and 

slow t r a n s i t times that have not been corrected. For instance, 

SP's h i s t o r y of i r r e g u l a r service has made i t d i f f i c u l t f o r 

l i v e s t o c k feeders to r e l y on de l i v e r i e s -- an important factor 

because they keep only a few days' supply of feed grains on hand. 

When d e l i v e r i e s are la t e , they must make other transportation 

arrangements at substantial extra cost to them. Some of t h i s 

t r a f f i c i s transloaded so that customers can avoid SP. Some 

moves on trucks. S i m i l a r l y , f l o u r m i l l s i n Arizona are 

transloading m i l l i n g wheat from the Santa Fe, so as to prevent 

production i n t e r r u p t i o n s due to SP service i r r e g u l a r i t y . Oils 

and syrups producers with product moving from the Midwest to Los 

Angeles have been routing adverse to SP-switched industries i n 

order to avoid SP service f a i l u r e s . 

The e f f e c t of unreliable t r a n s i t times on supplies of 

gr a i n cars i s p a r t i c u l a r l y damaging because these cars are i n 

short suppl'- In October 1995. SP's average number of cycles per 

month Ol grain cars was i L J i l . In contrast, even as a separate 

r a i l r o a d , BN's average was 1.5 cycles per month, and BN/Santa Fe 

has programs i n place to increase t h i s f i g u r e to 2.Q cycles per 
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month. T l e a r l y , the c a r r i e r able to get the best u t i l i z a t i o n 

from i t s ccvT f l e e " w j l l be better able to supply customer demands 

wi t h e x i s t i n g resources, and w i l l be aole to do so i n the most 

cost e f f i c i e n t manner. 

Recently, a Santa Fe reload operation has taken away SF 

paper t r a f f i c moving from the East over Chicago and Kansas Cit y 

destined f o r p r i n t i n g plants i n Arizona because the t r a n s i t times 

from Kansas City on SP were e r r a t i c , f or example, taking 8-15 

days. Service delays had caused several expensive plant 

shutdowns. 

Some finished copper products i n Southern Arizona are 

trucked to the BN,'Santa Fe i n Phoenix to get around SP. In 

a d d i t i o n , SP nas lost f i n i s h e d copper t r a f f i c moving from Arizona 

because of unreliable service. Customers need j u s t - i n - t i m e 

d e l i v e r y of finished copper to warehouses i n St. Louis and 

Indiana, but SP's t r a n s i t time has ranged between four and 12 

days. Because of the high value of the product, SP's customers 

are w i l l i n g to pay a substantial premium for truck transportation 

rather than r e l y i n g on SP. 

For intermodal t r a f f i c , slow, unreliable t r a n s i t times 

also hinder SP's a b i l i t y to compete. Santa Fe consistently makes 

56 hours between Los Angeles, C a l i f o r n i a and Chicago. SP i s not 

able to match these t r a n s i t times and i s not competitive on 

t r a f f i c r e q u i r i n g fastf^r t r a n s i t , such as do.T.estic LTL and f u l l 

t ruckload motor c a r r i .ir business. Our schedule i s "a day longer" 

w i t h a 70-hour .^•chedale. 
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In 1992, SP los t to Santa Fe automotive business i n 

t h i s c o r r i d o r , which, by i t s e l f , amounted to almost two percent 

of SP's gross revenue. Santa Fe was able to take t h i s business 

away by aggressive p r i c i n g and also by making commitments to 

invest . new m u l t i - l e v e l r a i l equipment and to construct inland 

automotive terminals i n the Los Angeles Basin and at Phoenix. 

This episode i s a classic example of the competitive 

value of the r a i l r o a d s ' a b i l i t y to assure t h e i r customers that 

chr,> have the capacity to provide excellent service. Santa Fe 

hac the resources to be able to promise and follow through on 

t h i s investment; SP did not. This episode i s also an example of 

Santa Fe's capacity for aggressive p r i c i n g and SP's v u l n e r a b i l i t y 

to such a strategy. We l.kely w i l l see more of these s i t u a t i o n s 

i n view of the tremendous BN/Santa Fe p r i c i n g power and 

investment capacity described by Mr. Yarberry. 

(4) Chicago/St. Louis/Kansas City-Memphis/New 
Orleans/?'^?tgS , 

T r a f f i c flowing between these points includes: 

• chemicals, p l a s t i c s , and petroleum products flowing 
between Texas and -.he Gulf Coast and points i n the 
Midwest ana Easter.-, gate-^-ays, and 

• intermodal t r a f f i c moving between Texas and the Gulf 
Coast and Chicago and other Eastern gateways. 

Again, these customers have t u i d us they need improvements i n 

SP'S service consistency. One of our petrole-um prcducts 

customers says: 

" T r a d i t i o n a l l y , i t has tahan COTC twice as many days to 
move our tank cars on SP as i t has on the UP, BN or 
APSF Typical t r a n s i t time from the Midwest to Texas 
on the SP IS two weeks compared to f i ^ e days on the 

224 



other ra i l r o a d s . Tn f a c t , i n 1994 i t took COTC thre« 
weeks to move loaded care from McPherson. KS to 
Houston, TX. By the time the cars arrived the market 
haa s h i f t e d and COTC lo s t money on the sale and 
incurred increased costs due to the t r a n s i t time I n 
COTC's opinion, the SP has not been a viable competitor 
w i t h the UP, BN, and ATSF . . . ." 

Statement of Consolidated O i l &. Transportation Company, inc., 

V.S. Jim Hebert at 2. 

SP recently has l o s t substantial contracts for chemical 

t r a f f i c i n t h i s corridor due i n part to poor service performance. 

Most of this t r a f f i c went r.o BN, and some was lost to truck. Our 

customers ^ e l l us that the issue tor them i s service, not p r i c e . 

SP's o v e r a l l service consistency ( t r a n s i t times w i t h i n 24 hours 

more or less than promised) for chemicals i s around 40 percent. 

This means that 60 percent ot the time SP's t r a n s i t times are two 

or more days la t e , i n a short corridor where running time i s 

usually two days or less. Thus, our customers' experience wi t h 

SP leaves them with no confidence that SP w i l l d e l i v e r as 

promised. Our service deficiencies also raise our customers' 

costs f o r eq-aipment. Fcr instance, wnere a customer sizes i t s 

f l e e t of leased cars based on SP's service standard and SP f a i l s 

to meet that standard, the customer may f i n d that i t has to lease 

30 or 50 percent more cars at substantial extra expense. 

(5) C?ilifornia/Ari2ona/New Mexico-Texas/Memphis/ 
&£-.-Iia.ui&/ligw Qrleaj^ii-Mexican aat^wgyg 

Flows on th i s c o r r i d o r include: 

• chemicals, petroleuiT, products, and p l a s t i c s moving from 
Texas to the East and to the West; 

• cement, minerals, aggregates and building materials; 
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• intermodal t r a f f i c ; and 

• t r a f f i c moving to and from Mexican gateways, including 
automotive and grain flows. 

Despite the s u p e r i o r i t y of SP's route between these 

points, SP's inconsistent service has not s a t i s f i e d our 

customers. We have a number of cement, minerals, aggregates, and 

b u i l d i n g materials flows that, despite short routes, have not 

been q u i c k l y or consistently delivered. In these cases, SP's 

service delays cause equipment supply to be inadequate because 

the cycle times are too long. As a r e s u l t , shippers of b u i l d i n g 

materials from Arizona to Los Angeles and from Texas to 

C a l i f o r n i a are now shipping by truck or transloading to U? or to 

Santa Fe. These customers pay higher transportation rates to get 

b e t t e r service than SP can provide. 

Shippers of p l a s t i c p e l l e t s from Houston to C a l i f o r n i a 

have eliminated or reduced shipments v i a SP even though SP has 

the .nost favorable route, and diverted to Santa Fe. This has 

been at the insistence of t h e i r own marketing departments to 

avoid losing t h e i r customers due to SP's inconsistent service. 

When t h i s occurs. SP e f f e c t i v e l y ceases to be a real competitor 

i n t h i s business l i n e . 

One of our asphalt shippers notes that poor service 

from SP has cost i t hundreds of thousands of d o l l a r s i n 

a d d i t i o n a l costs. " i t became necessary f o r us to move from a 

plant location serviced by thr SP to another location i n Phoenix 

being served by the Santa Fe r a i l i o a d i n order to remain 

competitive i n our industry and give the service :hat our 
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customers expect from us." Statement of Navajo Western Asphalt 

Company, v.S. Leland S. Brake at 2. 

In one instance, SP lost a substantial ;.iece of 

domestic intermodal business f o r t r a f f i c between Los 

Aiigeles/Phoenix and Memphis/Dallas, to a j o i n t r o u t i n g (under a 

special haulage arrangement) over Santa Fe and BN. The customer, 

which requires very consistent, precise service scheduling to 

pprmit s o r t i n g and f u r t h e r movement to delivery, t o l d us that 

SP's s i n g l e - l i n e service was unacceptable. 

SP serves the Mexican crossings ot Nogales, Eagle Pass, 

El Paso and Brownsville. Much of the Mexican r a i l t r a f f i c i s 

automobiles and auto parts m.ovmg to and from plants m Mexico at 

Hermosillo (over Nogales), Aguascalientes. Ramos Arizpe, Puebla 

and Silao (over Eagle Pass), and Matamoros (over Brownsville), 

i n addition, the crossing at Nogales is the e f f i c i e n t SP route 

for export grain flows to Western Mexico. SP's service has 

caused problems for a l l of these flows. 

As noted above, the s t r i c t j u s t - i n - t i m e nature of 

automotive shipments means that SP's delays can and have shut 

down plants or required a l t e r n a t i v e premium transportation. SP 

has l o s t grain business over Nogales because of i t s u n r e l i a b l e 

service and the u n a v a i l a b i l i t y of equipment. Sometimes U.S. 

shippers w i l l forgo t h i s business altogether because the r i s k s of 

SP'S uncertain delivery times are so costly. Sometimes, i n order 

to get more r e l i a b l e service, U.S. grain shippers have routed 

shipments to New Orleans by r a i l and then via water through the 
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Panama Canal at a s i g n i f i c a n t price premium above SP-s rate over 

Nogales. 

C. SP's High Costs Due To i t s Service Problems And 
S2iii^-£triiOiU£fi_^kfi_ij^v^^ 

Many of SF's operating i n e f f i c i e n c i e s and service 

problems increase i t s costs. Because of poor t r a n s i t times and 

slow turns, SP needs more equipment and locomotives than i t 

otherwise would. SP's payments of car h i r e per diein f o r foreign 

cars are higher than s a t i s f a c t o r y due i n part to SP's r e l a t i v e s -

long car cycle times. m addition. SP's t r a m de ays increase 

the need f o r additional crew s t a r t s to keep tra i n s moving when 

crews reach the end of t h e i r s h i f t s and have not arrived at t h e i r 

destination terminals. 

The c h a r a c t e r i s t i c s of SP's route structure also 

contribute to SP's costs as a percentage of revenues being 

s i g n i f i c a n t l y higher tr^.n these of our competitors. On our 

southern Corridor, we have lass density than BN/Santa Fe, and on 

our c e n t r a l Corridor we have less density than UP. The combined 

density of sP's two mam lines i s le.ss than that of e i t h e r UP or 

the fonr^er Santa Fe. To understand the ..-npact of l i n e density on 

the comparative economics and service performance of SP versus UP 

and Santa Fe, consider the following: UP handles 110-120 m i l l i o n 

gros^ tons on i t s track mainline between Green River and 

Cheyenne, Wyoming; Santa Fe. as a separate r a i l r o a d , .handled 74-

85 m i l l i o n gross tons on i t s d^mi^Le track mainline between Belen, 

New Mexico and Winslow, Arizona; while SP handles 55-64 m i l l i o n 

gross tons on i t s track mainline between Yuma, Arizona ar.d 
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El Paso, Texas, and only 24-31 m i l l i o n gross tons on th° densest 

segment of i t s Central Corridor. 

Lower l i n e density on both SP's Southern and Central 

Corridor routes increases u n i t costs. In addition, while SP 

handles s i g n i f i c a n t l y less tonnage on i t s Southern Corridor 

route, i t suffers from far worse congestion on i t s single track 

west of El Paso a.nd between El Paso and Herington, causing 

t r a n s i t time delays and inconsistencies and f u r t h e r increasing 

costs. 

From the standpoint of roadway maintenance, we also 

have a less e f f i c i e n t arrangement of our track capacity. i n the 

Southern Corridor BN/Santa Fe. and i n the Central Corridor UP, 

each have double track main l i n e s . This ensures that the 

e s s e n t i a l work of tracK maintenance can be carried on e f f i c i e n t l y 

and without disrupting service. E f f i c i e n c y comes from the 

a b i l i t y to permit track maintenance crews to work on a track 

without i n t e r r u p t i o n , f o r the optimum length of time, while 

service i s n.,3intained at e f f e c t i v e levels by the use of the 

second track. SP, on the other hand, must completely shut down 

i t s track while crews are at work, which causes both 

i n t e r r u p t i o n s i n service anC i n t e r r u p t i o n s i n the track work. 

Ad d i t i o n a l l y , as ind.'cated above, BN/Santa Fe and UP 

each has greater capacity on i t s double - tracked corridor than SP 

has on i t s corresponding single - tracked corridor. This greater 

capacity has allowed Santa Fe and UP to u t i l i z e t h e i r high 

density routes more cheaply and e f f i c i e n t l y than SP, which must 

229 



operate and maintain two completely separate transcontinental 

mam l i n e s . i t also permits UP and BN/Santa Fe to market 

aggressively f o r addi t i o n a l business, secure i n the knowledge 

that the capacity to handle increased business i s available. 

The r e l a t i v e differences between SP's density and costs 

and those of BN/Santa Fe and UP l i k e l y w i l l grow worse as SP's 

competitors become more e f f i c i e n t through vigorous competition 

against each other, and increase t h e i r own ^ r a f f i c at SP's 

expense. This w i l l be further aggravated by the a b i l i t y of these 

competitors to contanue heavy investments i n plant and equipment 

improvements far beyond SP's c a p a b i l i t v . 

iP's higher costs i.mpose constraints on i t : , marketing 

c a p a b i l i t i e s because they preclude a long-term strategy of 

gaining or holding business through unusually low or aggressive 

p r i c i n g . We also cannct expect to be able to continue to compete 

as vigorously as our competitors become more cost e f f i c i e n t . 

While there may be sporadic instances where a p a r t i c u l a r piece of 

business might be retained through aggressive p r i c i n g , t h i s i s 

not a p l a u s i b l e s t r a t e g i c option for the highest cost r a i l r o a d i n 

the market, indeed, we have seen numerous examples where SP has 

l o s t business on price to BN or Santa Fe as separate r a i l r o a d s , 

which through greater operating e f f i c i e n c i e s were able to o f f e r 

an a t t r a c t i v e price to the customer that we could not match 

p r o f i t a b l y , i n any case, customers have made i t clear that they 

are no-, mterested i n especially low rates that come at the 

expense of service that costs them t h e i r own customers. As 
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BN/Santa Fe r a p i d l y implements i t s e f f i c i e n c i e s , SP's higher-cost 

s t r u c t u r e w i l l increasingly hinder i t s competitive capacity i n 

many markets. 

1̂1 example of the e f f e c t s cf SP's service-hampered, 

higher-cost structure can be seen i n the movement of Orec-

lumber to Midwestern markets. As noted i n Section I I . . • • .. above. 

SP'S average t r a n s i t time i n the market, 11.8 days, exceeds BN's 

by 5.3 days m each d i r e c t i o n . Thus, on the round t r i p movement 

of r a i l cars i n thi s service, BN w i l l have a cycle time advantage 

of 10.6 days. A modern centerbeam f l a t car costs about $25 per 

day f o r e i t h e r car hir e per d:.em or lease payment. Thus, BN 

would have a minimum, cost advantage cf $265 par carload i f a l l 

other factors were equal (other lower costs such as labor and 

f u e l also work to BN's advantage). This m.eans that BN could 

p r o f i t a b l y handle business w i t h prices at least $264 below ,3P's 

costs. This per.TMts BN tc f i l l i t s capacity with the most 

a t t r a c t i v e business, and could force those customers 12 f t to SP 

CO absorb higher transuortation ccsts or e.<clude t h e i r products 

from Midwestern or Eastern markets. 

SP has been unable to handle m i l i t a r y t r a f f i c between 

Chicago and Texas, and St. Louis and Texas, p r i m a r i l y becaui;e i t s 

costs exceed those of i t s competitors, p a r t i c u l a r l y Santa Fe, 

which has been able to under-bid SP subs t a n t i a l l y on numerous 

occasions. 

SP's higher-cost s t r u c t u r e also causes i t to earn a 

smaller c o n t r i b u t i o n on competitive t r a f f i c . This f u r t h e r hurts 
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SP's f i n a n c i a l p o s i t i o n and often makes SP an i n e f f e c t i v e 

competitcr. By contrast, i t s lower-cost competitors can meet or 

beat SP's prices and s t i l l earn sustaining contributions over 

v a r i a b l e costs that allow them to maintain and enhance high-

q u a l i t y service. In the example noted above, i f SP priced at $1 

above cost, BN could match thi s price and s t i l l earn a 

c o n t r i b u t i o n of $266 above cost. At the same time. SP's higher 

costs require correspondingly high prices on t r a f f i c served 

exclusi v e l y by SP. Both these circumstances are detrimental to 

customers, and are gradually making SF an even less e f f e c t i v e 

competitive option. 

Part I I I . As an Independent Carrier, SP Faces Great D i f f i c u l t y 
I n Developing The Resources To Improve I t s Service 
Sufficiently To Be Competitive with BN/santa Fe and UP 

tf - f,f 
{ f 

SP has mi3de great e f f o r t s i n recent years to keep i t s 

service at levels acceptable to customers. Given t h i s e f f o r t and 

the strengths of SP's franchise, and the econom.ic growth i n the 

geographic regions and economic sectors we serve, we have 

continued to show modest t r a f f i c growth. Capacity r e s t r a i n t s on 

other railroads also have allowed SP to p a r t i c i p a t e i n the 

o v e r a l l growth of r a i l t r a f f i c . 

In a d d i t i o n , the Clean Air Act has increased the demand 

fo r the high-BTU, low-sulfur coal3 from mines located on SP, 

leading to some recent growth m coal t r a f f i c . Nevertheless, as 

our coal t r a f f i c increases, we are beginning to face capacity 

l i m i t a t i o n s tnat, unless addressed, w i l l not allow SP or i t s 

customers to e x p l o i t f u l l y the p o s s i b i l i t i e s f o r growing t h i s 
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business. SP also has developed i t s i n t e r n a t i o n a l intermodal 

t r a f f i c -- i n part because a decade ago i t developed an 

intermodal f a c i l i t y i n Long Beach, C a l i f o r n i a , which i s extremely 

et f i c i e n t . 

Nevertheless, our modest revenue growth generally has 

not been an^/where near that of UP or BN and Santa Fe. Worse, 

w i t h the strength shown by BN/Santa Fe, whicn i s much greater 

than we ant i c i p a t e d even six months ago, i t now appears that 

overcoming both the low q u a l i t y of service that we o f f e r compared 

to t h ^ t of our competitors, and our higher-cost structure, w i l l 

be even more d i f f i c u l t than we expected. 

There are two reasons why, especially i n comparison 

w i t h BN/Santa Fe, we cannot be o p t i m i s t i c about our a b i l i t y to 

narrow the gap with our competitors but miust instead expect to 

f a l l f u r t h e r behind. 

One i s cur l i m i t e d route structure and r e s u l t i n g 

geographic coverage. As far as they go, SP has several excellent 

routes. They a f f o r d us excellent coverage of several regions and 

connections among these regions. But our system, does not measure 

up to the geographic scope and coverage of BN/Santa Fe. BN/Santa 

Fe's route structure o f f e r s , to an unprecedented extent, the 

e f f i c i e n t s i n g l e - l i n e service so sought a f t e r by shippers. Put 

simply, BN/Santa Fe's route system gives i t more and better 

service product.-, to develop and to o f f e r than i t s competition, 

e i t h e r SP or UP .Ttanding alone, can provide. 
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Second, and very important, as Mr. Yarberry explains SP 

has very l i m i t e d f i n a n c i a l capacity. As Mr. Yarberry shows, i t 

w i l l be d i f f i c u l t f o r SP to finance the massive investments that 

should be made i n the near future to keep pace with the huge 

investments new being made by BN/Santa Fe. Some of the 

investments that we should be making m the near future include 

the f o l l o w i n g : 

• j j ^ ? n f / ^ ^ - ^ ^ f ^ ^ ' ' ' " ' ' ^ ' carload and intermodal 
terminals, including several of ou- larger yards, to 
avoid delays; and acquire addi t i o n a l intermodal and 
other specialized f a c i l i t i e s , including an intermodal 
t a c i l i t y m Chicago, and an inland intermodal f a c i l i t y 
m Southern C a l i f o r n i a ; ^-aoxxicy 

• increase our route capacity so that congestion does not 
prevent f a s t , r e l i a b l e , scheduled service and so t L t 
we can achieve the economies of density of our 
competitors; 

• ^i??^^'^^ information technology to provide customers 
with pro-active, up-to-the-minute information and 
accurate b i l l s and to provide the information necessary 
to r igorously manage SP's service product and the costs 
associated wi t h providing that service; 

• increase tunnel clearances to take b e t t e r advantage of 
route capacity, to improve density, and to lower coi,ts; 

• provide adequate, and m many cases specialized, r a i l 

• improve the e f f i c i e n c y of our equipment maintenance 
t aci1111es; 

• continue modernization of our locomotive f l e e t 
including switch engines, permitting us to remove from 
service un i t s 30 to ;0 years old; 

• b u i l d reload and d i s t r i b u t i o n centers to serve 
customers not reached d i r e c t l y by SF bet t e r ; 

• 'apgrade our Mexican gateways. 
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Without these major c a p i t a l investments, we w i l l not be 

able to keep up with the level of service and competition offered 

by BN/Santa Fe and UP. As .Mr. Yarberry notes, at t h i s time we 

simply do not have the f i n a n c i a l capacity to make these 

investments. 

Part IV. The UP/SP Merger Will Ensure That High-Quality 
Is Available to SP's Customers and that Vigorous 
Competition w i l l Prevail in the West 

A. UP/SP Is The Best Competitive Response To BN/Santa Fe 

Mr. Peterson describes how UP and SP together w i l l meet 

the network advantages possessed by BN/Santa Fe. Based on the 

proposed UP/SP merger's Operating Plan, I want to discuss, from 

SP's perspective, how the UP/SP combination w i l l remedy the 

s h o r t f a l l s of SP's service and provide shippers with the 

s u b s t a n t i a l benefits of \'igorous competition with BN/Santa Fe. 

F i r s t and foremost. SP and UP together w i l l be able to 

match the extraordinary range of BN/Santa Fe's e f f i c i e n t s i n gle 

l i n e service i n a way that neither r a i l r o a d -- p a r t i c u l a r l y SP --

could hope to do alone. The merger i s thus necessary f o r SP (and 

UP) shippers to have service o f f e r i n g s that are t r u l y competitive 

w i t h those enjoyed by BN/Santa Fe customers. 

UP w i l l bring sizable f i n a n c i a l resources to the task 

of upgrading SP's plant and equipment capacity ard making them 

more e f f i c i e n t . Furthermore, merger with UP w i l l p r e i d e many of 

the service improvements needed b̂ - SP without s i g n i f i c a n t 

a d d i t i o n a l expenditure. This i s p a r t i c u l a r l y the case w i t h 

information technology, where e x i s t i n g UP systems can be 
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