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September 23, 1996 

Via Hand Delivery 

Vernon A. Williams 
Secretary 
Surface Transportation Board 
Room 2 "215 
12th Street & Constitution Avenue, N.W. 
Washington, D.C. 20423 

Re: Union P a c i f i c Corp., Union P a c i f i c RR. Co. and Missouri 
P a c i f i c RR Co. — Control and Merger — Southern 
P a c i f i c Rail Corp., Southern P a c i f i c Transp. Co., 
St. Louis Southw-'stern Rw. Co., SPCSL Corp. and The 
Denver and Rio Grande Western RR Co., 
Finance Docket No. 32760 

Dear Secretary Williams: 

Enclosed f o r f i l i n g are ap o r i g i n a l and twenty copies of TM-
47, Supplemental Comments of Shippers i n Support of the P e t i t i o n 
of The Texas Mexican Railway Company to Reopen Decision No. 44. 
Also enclosed i s a 3.5" floppy computer disc containing a copy of 
the f i l i n g i n WordPerfect 5.1 format. 

Enclosures 

Office of tha Secretary 

ssp 2 4 too; 

r r - i Part";f 
U l J Public Record 

CORRESPONDENT OFFICES: LONDON. PARIS AND BRUSSELS 
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TM-47 

BEFORE THE 
SURFACE TRANSPORTATION BOIOID 

Finance Docket No. 32760 

UNION PACIFIC CORP., UNION PACIFIC RR. CO. ANI 
MISSOURI PACIFIC RR CO. 
— CONTROL AND MERGER — 

SOUTHERN PACIFIC RAIL CORP., SOUTHERN PACIFIC 
TRANS. CO., ST. LOUIS SOUTHWESTERN RW. CO., 

SPCSL CORP. AMD THE DENVER AND RIO GRANDE WESTERN CORP. 

SUPPLEMENTAL COMMENTS OF SHIPPERS 
IN SUPPORT OF TEE PETITION OF 

THE TEXAS MEXICAN RAILWAY COMPANY 
TO REOPEN DECISION NO. 44 

TNTERED 
Office of tho Secietary 

SEP 9 ̂ - 100A 

Part cf 
Public Record 

September 23, 1996 

J 

Richard A. Allen 
Andrew R. Plump 
John V. Edwards 
Zuckert, Scoutt R W'^senbergev, LLP 
888 17th Street, N.W. , Suit.^ 600 
Washington, D.C. 20006-3939 
(202) 298-8660 

Attorneys f o r The Texas 
Mexican Railway Company 
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TM-47 
BEFORE THE 

>̂  SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION lACIPIC CORP., UNION PACIFIC RR. CO. AND 
MISSOURI PACIFIC RR CO. 
— CONTROL AND MERGER — 

SOUTHERN PACIFIC RAIL CORP., SOUTHERN PACIFIC 
TRANS. CO., ST. LOUIS SOUTHWESTERN RW. CO., 

SPCSL CORP. AND THE DENVER AND RIO GRANDE WESTERN CORP. 

SUPPLEMENTAL COMMENTS OF SKIPPERS 
IN SUPPORT OP THE PETITION OF 

THE lEXAS NEXICAN RAILWAY COMPANY 
TO REOPEN DECISION NO. 44 

The Texas Mexican Railway Company makes t h i s supplemental 

f i l i n g t o submit an a d d i t i o n a l 35 l e t t e r s of shippers and public 

o f f i c i a l s supporting Tex Mex's P e t i t i o n t o Reopen Decision No. 44 

i n order t o remove the r o u t i n g r e s t r i c t i o n imposed on the 

trackage r i g h t s granted t o Tex Mex i n Sub-No. 13. These p a r t i e s 

urge the Board t o give Tex Mex f u l l l o c a l service access t o tha 

shippers i n Houston. The statements, which are i n a d d i t i o n t o 

the 83 which Tex Mex submitted on September 20, 1996, ave 

attached. The p a r t i e s r e g i s t e r i n g t h e i r support f o r the p e t i t i o n 

are l i s t e d on the enclosed table of contents. 

Respectfully submitted. 

dtxayKA. Allen 
\ x j ^ R. Plump 

John V. Edwards 
ZUCKERT, SCOUTT & RASENBERGER, LLP 
888 Seventeenth Street, NW, Suite 600 
Washington, DC 20006-3939 
(202) 298-8660 

Attorneys f o r The Texas Mexican 
September 23, 1996 Railway Company 
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DAN MORALES 
ATTOIWEY CF.NliRAL 

Office ofthe Attorney Geoeral 
State of Texas 

September 23,1996 

The Honorable Linda J. Morgan 
Chairman 
Surface Transportation Board 
1201 Constitution Avenue, N.W 
Washington, D C. 20423 

The Honorable J J Simmons, III 
Vice Chairman 
Surface Transportation Board 
1201 Constituuon Avenue, N.W. 
Washington. D C. 20423 

The Honorable Gus A. Owen 
Commissioner 
Surface Transportation Board 
1201 Constitution Avenue, N W. 
Washmgton. D.C. 20423 

Re: Response in Support of the Petition to Reopen Decision No. 44 filed by the Texas 
Mexican Railway Company (TM-44) in Finance Docket No 32760, Union Pacific 
Corporation, et al. 

Dear Commissioners Morgan, Sirmnons, and Owen; 

As you are aware, the Office ofth": Attomey General, on behalf of the State of Texas, filed with the 
Surface Transportation Board it's opposition lo the Union Pacific/Southem Pacific n.erger because 
of the anti- competitive impact the merger would have in the State of Texas and elsewhere. The 
Surface Transportation Board, in Decision No. 44, issued it's ruling approving the merger, but 
granted certain trackage rights to Texas-Mexican Railway Oiereinaftcr referred to as Tex-Mex) to 
connect to Beaumont, Texas. The grant of these trackage rights contained a restriction that iimited 
Tex-Mex's access nghts to "the transportation of freight having a pnor or subsequent movement on 
the Laredo-Robstown-Corpus Chnsti Line". In essence, this means that Tex-Mex cannot pick-up 
fi-eight in Houston and deliver it to Beaumont or any other point north of Corpus Christi. 

1 

512/463-2100 P O. BOX 12548 AUSTIN. TEXAS 7f711-2548 
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Page 2 
' ' September 23, 1996 

By this letter response we are filing our support for the request by Tex-Mex tnat the imposed 
restriction be removed. The removal of the imposed restnction by the Board will assist in preserving 
three-camer competition in the Houston area, which is an area of concern for the State of Texas. 

Thank you for your consideration. If the Board has any questions or wishes to discuss this matter 
further, wc will be happy to do so. 

Sincerely, . / 

/^o-Ur 
Dan Morales 
Attorney General 
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RO. dox 2910 y. * . > ^ . 
Austin. T«xa8 787W-2910 -'2 Jg-^. 5̂  Hwith. Qwunnan 

512-4*V0462 • ' *• Cakndtn 
f*x: 512-463-9545 '^O^^-?-.^" J W o M * btv«$to«nts 

Hugo Berlanga 
District M 

September 20,1996 

Tbe Hononble Vemoo A. WiUianu 
Secretary 
Sux&ce TnuupongtioQ Board 
12th Stmt and Cotutituo on Avsnues 
WuhiDgloa D.C. 20423 

Dear Secretary WiIIiAms: 

Tais letter is >winai in regard to tbe Texas Mexican Railway Coinpany s petition to icopea 
Decmoa Kuaiber 44. Specifically, I am writing to urge dja: the Surftce TraosportatioD BoanJ 
remove the limiotioii imposed oa trackage rights it granted to the Texas Mexican Railway 
Company mto &e Houston aica. 

v 
Rcmovai of tbe lizoitanon is vital to the Houston area in order to provide adequate competitive 
choice to the shippers ia the ««a. It is similarly imponMi Tex Mex as it wiU eoabLe it to 
contiaus to serve the people aod bcisinessas that rely on il especially those in South Texas. 

Ifyou have any questiona or 1 c*n be if additiooal aasista&se in any way, pleaae do rot hesitate to 
contact my ofRce. 

Scate Repnsentativc 

Dtftrict OHce: 10X5 SftnU ft • Coipu* QuiJtL Itxas 7M04 • 512-8&3-1941 

SEP 20 >96 14:05 3 512 463 9545 PAGE.081 
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John Culberton 
ISO 

n. Tana TTOfB 

SaplanberZS, 1996 

Mr. Vanoo WUhams 
Svcreiny. Bwftoe 
12th Street * Coortitmion Awnt. N.W. 
WoaUaftOB. DC. 2O423-O001 

DaarMr. WiUiaoa: 

I MJdmtwd t « ftt Tea MeK Raibtjad it paiitiJiBJl« t»» » ^ 
Board Ibr twnaideration of cettaiB makftiapa <» its t i ^ ^ 

Whil« iattnc«ftinili«rwrAdieydftCTrfT«M<>*l«op«^ 
bali*v» thit •iirooe.coBTieiiBve rafl «3ri«ml»i^^ ^ 
taapaetftiUy urge UK STB w capraMy wwwad««he«d"l^f^ 

Think you fi» your sucstion tc fUa ivq̂ uit̂  

Sinceivly youn. 



T E X A S S E N A T E 

.rtKTttA»7riJ CMuu.rjM.ta.MTrU'} 
(SI2J««J-3106 _^ _ « ) f i r a b | 1^1 r7J3)«7M«0 

MARIO GALLEGOS, JR. 

September IS, 1996 

The Honorable Vemon A. Williams 
Secirtary 
Siuface Transportation Board 
12th Street and Consiitution Avenue 
Washmgtcn, D.C. 20423 

Dear Secretary Williams: 

I am writing to urge the Surface Transportation Board to remove the limitation imposed on the 
trackage rights granted to the Texas Mexican Railway Company in the Houston area. In my 
view, the limitation "auses a serious con̂ ietitive disadvantage to bttsinesses in Texar. and most 
notably to the many shippers located in Houston, one ofthe largest rail markets in the coimtry. 

The routing restrictions that the STB imposed oo Tex Mex's trackage rights will effectively 
reduce firom three to T*x) the number of competitive rail outlets for the btilk of Houston's cargo 
traiTic. This will significandy harm the rail industry in Texas and impose a competitive obstacle 
on industries firom the Hoxiston area. 

For this reason, I urge ycu to &vorably consider the Texas Mexican Railway Company's petition 
to remove these limitations. The Houston area needs :t in order to provide adequate compedtive 
choice to the ahippers in tbe area, and Tex Mex needs it in order to (.ontinue to serve the people 
and businesses that rely oa it. I hope 1 can count cn your support 

Sincerely, 

Mario Gallegos, Jr. 
State Senator 

MVG/egw 

HSMm It HiMM Sci<ocv * WtBDwngKaaajMm.TMBiATtewauDr 

DiyrjuTT* 



Texas 
House qf i^epresentatuies 

DttheiOfftV: ROBERT JUNELL ^ 4 r « 

AwBn. Tralj7a7«8.J9(0 f .O.BiwiJW 

(915) 457.0197 

September 18. 1996 ;/35 n«w, 5«« 
Coi0rad»Oii7T<«i 79512 

(915) 72&4«55 

The Honorable Vemon A. Williajns 
Secretary 
Surfr ce Transportation Board 
12th Street and Constitution Avenue 
Waslungton, D C. 20423 

RE: Texas Mexican Railway Company's Petition to Reopen Decision No. 44 

Dear Secretary Williams: 

* am writing to urge the STB to remove the limitation imposed on the trackage rights it granted to 
the Texas Mexican Railway Company into the Houston area. The Houston are* needs it in order 
to provide adequate competitive chotce to the shippers in the area and Tex Mex iwctis it in order 
to continue to serve thf people and businesses that rely on it, especially in South Texas. 

Thank you for yom time and consideration of my ccncems- Ii you would like to distuss this 
issue fiirther or if you have questions, please no not hesitate to contact me. 

Yours very duly, 

/U9^ 
Robert Junell 
State Represe.atative 

RAJ/ms 

Qwirvwn. CvMrmott on ApprapnatlO^ 

. - .41 
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GERARD TORRES 
PO BOX M IC STATE REPRESENTATIVE MERCURY 

AUSTIN, TcxAa T87«».ni» DisiKicr its JACINTO cm Trxus''•raw 
MX. (<1Z> 4«94»H 

September 20.1996 

The Honorable Vemon A, WUhams 
Secretary 
Surface Transportation Board 
12th Street and Coastiwtion Avenues 
Washington. D.C. 20423 

Re: Texas Mexican Railway Company's Petition to Reopen Decision No. 44. 

Dear Seaetary Williams: 

I am writing to urge that the STB remove d»c limiution imposed on the trackage tights it granted 
to the Texas Mexican Railway Company into the Houston area. As a legislator firom the Houston 
area I am acutely awaie of the adverse economic impact a limitation on trackage tights has on 
OUT abiUty to uanspon goods through the Houston rcgion. The Houston area needs it in order 
w piovidc ndcqnntr oompeUUv» choice to the shippas in rh« nrra and Texas MC.\iC*5 Railway 
needs it in order to continue to serve the people and businesses that rely oo it, especially in South 
TttM. 

Sincerely, 

Gerard Torre* 

STATE REPRESENTATIVE 

GT/mg 
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RAILROAD COIMMISSION OF TEXAS 
OFFICE OF GENERAL COUNSEL 

BA,;:« TILUAMSC N, Ca*aessm.wa U N D C C FOTLBI, IR 
Q- AJIIS R. .VlArrHm, Cmocssona GENERAJL Com^ 

September 20, 1SS6 

The Honorable Linda J. Morgan RCT-9 
Chaimaa 
Surface Trauisportacion .Board 
Washington, D.C. 

The Honorable J.J. Sinroons, I I I 
Vice Chairman 
Surface Transportation. Board 
Waahingccn D.C. 

The Honorable Gus A. Owen 
Cammieeioner 
Surface Transportation Soard 
Washington, D.C. 

Re: Response in Support cf ch^ Petition to Reopen 
Decision No. 44 filed by th Texas Mexican Railway 
Coirpany (TM-44) in Financa uocket No. 32760, Union 
Pacific Corporation, et a l . 

Dear Commissioners Morgan, Simmona, and Owonr 

By this response, the Railroad Conmission of Texas (the "RCT") 
reaffirms i t s support oZ the Texas Mexican Railvay Con^jaay's {"Tex 
Mex") need £or signiL'icant trackage righta between Corpus Christi,. 
Texas and Beaumcnt, Texas. 

On March 26, 1996, the RCT unanimously adopted a suggested 
condition to the r a i l merger between the L'nion Pacific and Southern 
Pacific railroads, i f approved, that the interests of the Tex Mex 
be protected through trackage rights. The proposed condition was 
incorporated in the RCT's Conmients dated March 29, 199 6 (RCT-4) and 
in the RCT's Brief dated June 3, 1996 (RCT-7) . In particular, the 
RCT recommended that tbe Tey Mex be granted trackage rignts between 
it s Corpus Christi-Ijaredo line, on the one hand, and Beaumont, 
Texaa, on the othar hand, Thia would permit Tex Mex to interline 
with its corporate affiliate thereby enhancing competition in the 
South Texas market. 

1701 NojTHCoNcaL.'iAvEXUE * POSTOFTraBccc 12967 • ALsrai,ToCAS7t7ll-2X7 * Pt«>*3li''46J-6715F«: 512/4&3.69B9 
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The Honorable Linda j . Morgan 
\ The Honorable' J.J. Siamona, i n 
/ The Honorable Gus A. Owen 

September 20, 1996 
Page 2 

Decision No. 44 of the Surface Transnortation Board (the 
ST3') does in fact grant trackage rights tc Tex Max to connect to 
Beaumont, Texas, i t also contains a s'ubstantial reat-iction 
limiting access to Tex Mex's trackage rights to shipaents which are 
soDject to prior or subsequent movement over its Corpus '"hristi-
Laredo line (the "RestricticnM . The RCT is concerned that the 
Restriction will preclude the ability cf Tex Max to achieve 
sufficient traffic density to remain a viable competitive force. 

Rather than ictposing the Restriction, Lhe RCT suggests that 
the STB consider providing the Tex Mex with access to a l l shippers 
in the Koustoa area located on union Pacific and Southem Pacific 
trackage, and cn trackage operated by the Port Terminal Railroad 
Association and the Houston Belt & Terminal Raili-oad Conpany, and 
allowing Tex Mex to haul traffic to and from those shippers in Tex 
Mex trains operating between Houston and Beaumont on Tex Mex's 
trackage rights over UP/SP lines, with che right to interchange 
that traffic with Kansas City Southern at Beaumont. 

Therefore, the RCT concurs m tha request of Tex Mex to retrxrve 
the Restriction as i s more fully set forth' in the petition filed by 
Tex Mex as TM--i4. * 

Very truly_yours. 

l i l C. Fowler%4^. 
General Counsel 

Certificate of S&r-jir.^ 

1 hereby certify that cn this day of September, 1996, 
a true and correct copy of the foregoing letter from the Railroad 
Commiaeion of Texas (RCT-9) was ser-zed on each party of record in 
Finance Docket No. 32760 via firat class mail postage prepaid-
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CITY OF HOUSTON 
Post Office Box 1562 Houston. Texas 77251 713/247-2200 

Off ice OF THE MAYOR 

Bob Lanier, Mayor 

September 23. 1996 

Mr. Vemon Williams 
Secretary, Surfiue Transporution Board 
12th Street &. Constitution Avenue, N.W. 
Washington. D C. 20423-0001 

Re Rail Competition in the Houston Area 

Dear Mr. Williams: 

I understand that the Tex Mex Raihoad ha* filed a petition -with the Surftce Transportation Board for 
reconsideration of certain restrictions placed on its trackage rights, access. The railway noerger issue 
has been hotly debated locally, and, as you might expect, haa generated considerable concern by 
shippers and industry throughout Houston. 

As Mayor of Houston, 1 can't conunent on the specifics of Tex Mex's proposal to the board in detail, 
except to say that stroi^ cotnpetition is important to our community and many of my conshtuents feel 
that the STB should avail itself of every oppottuiuty to ensure that all possible competitive 
enhancements are secured. 

I appreciate the diflScult job that the STB has as you consider this petition. I trust that you will make 
the right decisiora for our shippers in Houston. We are growing and vital Port in the international 
market Your consideration is greatly appreciated. 

Sincerely, 

Bob Lanier 
Mayor 

CC. Joe Bill Watkins 

yy 

10 
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ClkCKCk T. WllUAKSON 
MviK n̂n Dim UK 

September Z3,1996 

I4r. Lanyrtcida ' 
Riuidcni 
Tcaaa tlexicon Railway Company 
P.O. Box 419 
Larado, TX 71042-0419 

DewMr.Fieida: 

I uadenUad that the Tex Mex Raihoad baa filed a petition with it» Sur&oe Tramportatian 
Board fbr raconndenoionofcertatairwtrictionspiaoed on its t rkk^ Tbe 
railway merger iaaue has been hotly debated locally, and, aayoo txpeet, haa 
generated considerabie interest by ifaippcre and industry throughout Houston. 

The Fort ofHoustonwdooaieaaO rail cacrieri to our comnwnity. WB befavo cowpotition 
a beahhjr Ibr the inteniatiooal bustnew envinmnient we operato in aad wo look foc^'arJ to 
participatioo by the Tex Mex Railroed in the Houston < 

We ara cooviaood that tbe continued growth of tlK Port of HouaioB i$ aapcodcnt on atrong, 
viable rail service to ita cuatomar*. 

Beat regarda, 

George' 
Managing Director 
Fort of Houston Authonty 

H Thomas KomegHy 
Kichard J. Sdatfalbein 

11 



P.O BQK9«aft 
1*14 Com Products Road 
Corpus Omrti. Texas 
78469 990a 

Scptonbcr 23, 1996 

Mr. Vemon A. Williams 
Secretary. Surface Tranaportation Board 
Uth Street and Constitution Avenue, N.W. 
Waahington, D.C. 

Dear Seoretary Williams. 

2500 h ^ ' . d ' l L i L r 1 '^w^r* '^"^"^^^ waP-nics m South Texas anploying v>wi, 
Z i T y ^ l ^ ^ - ^ °f construction services ^ mine and ship itSkpitKl^ 

With the cxpaiKiingcoiWructionma^^r^ 
interested in cement products in tlM HmiMnn ..^ 7 t.i w«#Muv«aa marKei we are 
need* A^»^ri xv ^ , «ouKon area and would need to transport this uroduot as 
needs demand ^e currently utiha the 7ex« Mexican Railway C o n ^ ^ o ^ 
hansportation reqtnremant, «,d would hope that Texas Mcxic^F^l^^bc m 
continue serving the Hoi«ton area with no restrictions. ^ ^ 

Your consideration of this lequcsi is in tte best mtmrm̂  «r « -
various markets of South Texas. ^^UKbest interest of &« enterpnse and the 

Sincerely, 

nî — 
Kecnelh L Bezry 
Vice President 

7f 

S A F m • QUAUTY • PRODUCTrvm' 

TTir Wmmng Cembrntbon 

Ho«t„.vTX (7,3) 9*7.2900 • Morgan Gty, LA f50l) 3 8 5 ^ « . Tuba. OK (918) 5 8 2 ^ , 
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svnrrjUF — •-• • fnnnn 7n449-Mii 
Houslcn. TM r703<-3*''' F.iJr 7\? 440^691 

iptember 20, 1996 

> Ir. Vemon A Williams 
5 »rctary, Surface Transportaiion Board 
I 'th Street & Constitution Avenue hfW 
\ ashington, D C 

I ear Secretary Williams: 

^ ly company is concerned with the lost ofa third rail carrier jerving the Greater Houston sre* 
\ 'ith the ITP/SP merger thai e are cunently only two railroads with access to Houaton. although I 
I aderstand that the Texas Mexican Railway Co was recently granted trackage rights between its 
1 le in Corpus Chritti and Beaumont but with restricted access at Houston. 

/ s the (your title) for (your company name), I am responsible for purchasing rail transportation in 
f le Houston area Serving comprtiiive .••ail service is essential to our ability to effectively service 
( jr customers at well as develop new market opportunities. 

1 strongly urge the STB to \\t\ all service restrictions on the TexMex giving it fbll local service 
{;cess in the Greater Houston area 

1 espectftiUy yours, 

(signanjrc) 

ritle) 

13 
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C H A S E P R O D U C T S C O M P A I M 
P.O. BOX TO • MAYWOOO, I L U N C l S W ^ " 

September 20, 1996 

Mr. Vemon A. Williams 
Secretary, Surtace Transportation Board 
12th Street & Constitution Ave, K.W. 
Washington/ D.C. 

Re: Texas Moxican Railway Access at Houston Texas 

Dear Mr. Willians; 

My name i s Natalie Cailas and I an the P«f«°" .'iJtSn^Tin 
rlsponsible for the cost of purchased Transpcrtation/Distritoution 
Lr"^Chase Products Company. Chase Products J^^f^^^ 
aerosol manufacturer in the Chicago area. We do on occasion ship 
to and receive froit the Houston, Texas market. 

Routing options for shipp.rs using r a i l service ^^ll^'^^.^^^'l-^J^^^ 
for years as the r a i l industry consolidates. The 
leaves -ust two carriers in the West, and i t sets tlie stage for a 
similar'.scenario in the East. Just eight years ago. five naijor 
carriers served the Houston area. Now there are two. 

One of the conditions outlined in the STB's P'^ff^fr^^'^t^^S^ 
Pacific design grants the TEXMEX trackage ^^g-^^^J.f^J'J^" ̂  S S e 
Christ and Beaumont, bur with restricted accmss j x Houston. I urge 
the STB to l i f t a l l restrictions on the TEXMFX giving i t f u l l 
local service access in the Houston area. ^ ^.^f t l 
introduce a third r a t i competitor in Houston * f 
Qeaunont to the UP, BNSF, and KCS. Chase Products Company would 
see this as an attractive option on t r a f f i c moving to and trom 
Houston and the Midwest. 

After a l l the consolidation we've seen in the r a i l i"J^stry, 
granting the TEXMEX local access at: Houston i s a^simpie painxess 
way to increase coopetiuion and the benefits that follow, i urge 
t:he board to take this action. 

Natal] 
Manager 
Distribution & Trai\fiportation 

69 YSARS OF SPECIALTY PACKAGING SERVICE 

THE 
QUALITY 

FIRST 
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:ial M e t a l s Company ommercial irlctals V^ompany p.o. BOX icwb D-II«, T<.xa« i^n\ \W6 

September 19,1996 

Mr. Vemon A. Wiliiams 
Secretary 
SURFACE TRANSPORTATION BOARD 
Room 3315 
12th and Constitution N.W, 
Washington. D C 20423-0001 

Dear Secretary Williams; 

I am writing in .'esponse to the recent decision by the Surface Transportation Board approving the 
Union Pacific-Southam Pacific merger. |t is the opinion of my company that the decision as written 
does not provide for adequate competition in the greater Houston area. 

As the Corporate Traffic Manager for Commercial Metals Company, I am responsible for purchased rail 
transportation for the Metals Processing and Trading Div sions of our company. Commercial Metals 
Company is a major metals processing and rail shipper located on the Houston 3alt and Terminal 
Railway Company in Houston. Texas. It is extremely import?»nt that our company have competitive rail 
service, due to the fact freight accounts tor 15-20% of the delivered price of our product (scrap steel). 

Of ihe conditions outlined m the STB s UP-SP decision, the Texas Mexican Railway trackage rights at 
Houston are the most important to Commeraal Metals Company. Our company depends on thr 
Laredo. Texas gateway to Mexico for the export of scrap steel, and import of finished steel prouucts for 
further resale under NAFTA Agreements. Without a competitive railroad operating between all 
Houston ongins and Laredo, our business will dimmish and. in some cases, disappear. We have 
already experienced significant freight rate increases on scrap steel to Mexico via Laredo, due to the 
absence of competition Further, we believe that competition could be greatiy enhanced by providing 
full access at Houston for traffic moving eastbound that could connect with the Union Paafic. BNSF, 
and Kansas City Southem Railway at Beaumont Texas We urge the Surface Transportation Board to 
move swiftly and decisively to implement these pro-comsetitive conditions to the UP-SP merger. 

Respectfully yours. 

COMMERCIAL METALS COMPANY 

Ronald W. Bird 
Corporate Traffic Manager 

RWBjhm 

BCC: Larry Fields, The Texas Mexican Railroad 

i n n r- r . . T .i^nu-.,- O til 
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CURTIS STEEL 
CORfOkATIOM 

P.O. BOX 7469 • HOUSTON, TEXAS 77248-7469 
(713)861.4621 • FAX (713) 861-9718 

September 19,1996 

Mr. Vernon A. Wiliiams 
Secretary, Surface Transportaiori Board 
12th Street & Constitution Avenue, N.W. 
Washington, D.C. 

Dear Secretatv Wiliiams: 

i am writing this letter in response to the recent decision by the Surface Transportation 
Board approving the Union Pacific-Southern Pacific merger I do not believo the 
decision pi ov ides toi adeciuate coinpetitive rai! optlotis in the Houstoii area. 

Curtis Steel is a family owned steel service center based in Houston wtth addftional 
facilities in Dallas and Harlingen. We have been in business since 1976 and since 
that time have brought steel into our plant via trucJc; rail, domestic barges, and Import 
vessels through the port of Houston. Competitive freight services of all kinds are 
essential to our ability to service our CHJStomers and grow our business. 

in the last 10 years, the number of rail carriers serving Houston has been reduced to 
just two carriers. With the recently completed BNSF merger and the UP-SP merger, I 
am concerned that the lack of competition wili not ensure good service levels at 
competitive prices. 

One of the conditions outlined in the UP-SP decision grants the Texas f^exican 
Railway (Tex Mex) trackage right£ between its line in Corpus Christi and Beaumont, 
but with restricted access at Houston. I strongly urge the STB to lift ail service 
restrictions o.i tFie Tex fvlex giving it fuli local service access in the Houston area. 
This would provide for another rail competitor in the Houston area that could connect 
with other carriers in Beaumont including the Union Pacific. BNSF, and the Kansas 
City Southern Railway. 

Sincereiy, 

Mike Boriack . ,^ , 
V.P. - Saies- : 
Curtis Steel Crporation 

. . . ^ * » M • . , 

^ . 

0\ 

^̂ '̂̂  Member Steel Service Center Institute 
%0 
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John B. D<»cant 

2510 Cobbler's Way 
Friendswood, Texas 77546 

September 13, 1996 

Mr. Vemon A. Williams 
Secretary, Surface Transportation Board 
12th Street K Constitution Avenue, N.W. 
Washington, D.C. 

Dear Secretary Wiliiams, 

I am writing in response to the recent decbion by the Surface Transporution Board approving the Union 
Pacific-Southem Pacific merger. I do not believe that the decision provides for adequate competitive rail 
options for the Houston area, even with the conditions imposed in the decision. 

I am a resident of the Greater Houston area, and am the traffic coordinator at one facility of a maior national 
and intemational shipper. Due to the fact that we have facilities across the naucn tiiat are served by all cf 
the Qass I railroads, I am not naming my employer to prevent any "hard feelings" toward us. I am also a 
concemed taxpayer, and since the economy of this area Is centered around the Port of Houston and tht 
many Indusinal ventures in Houston, I feel tiiat I should speak up. Competitive rail service is essential for the 
industries in this area, botii mine and otiiers, to service our customers and to atu-act more business 
opportunities. 

As a former railway clerk, I am familiar with tiie workings of the local railway companies. Since the eariy 
80's, the Houston area has lost several rail options to the various mergers. The city of Houston is only 
served by two carriers since the recent mergers; in tiie not-too-distant past that number was 5 (MP, Katy, 
Rock Island, ATSF and SP). At this point, 100 percent of tiie rail u-affic leaving tiie Houston area Is 
controlled by the two new giant railroads. These two lines do not offer enough competition to keep the 
rates low and service paramount. I am In the posirion of being able to ship more of my traffic by 
tractor-u-ailer; but tiie vast ma|orit> jf lar^e peu-ochemical Industries on tiie Port of Houston do not have 
that option. 

One of tiie conditions included In the STB's UP-SP mling grants tiie Texas Mexican Railway trackage rights 
between its line in Corpus Christi and Beaumont. However, the access is restricted at Houston. Should tiie 
STB lift service restrictions on the Tex Mex, 't would allow a tiiird rail competitor in Houston tiiat would help 
keep this market competitive. This action would open up another option for north and eastbound u-affic via 
tiie Kansas City Southem, which would be beneficial to tiie 'hippers; which would be good for our economy. 
The Tex Mex could easily become active in the operation and support of tiie Houston Belt at Terminal Ry. 
Co., and tiie Port Tenninal Railway Association; and could easily interchange cars directiy with the Belt or 
PTRA for both delivery and outbound shipment. Access to the various industries on tiie SP main would 
allow shippers (for the first time!) a chance to have a choice between two carrien. Therefore, I strongly urge 
tiie STB to lift all service resuictions on tiie Tex-Mex, gwing it full local service access in tiie Houston area. 

Thank you, 
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..u.Wb FRi il:5b F.W 214 (ttfO i'iH^ FINA LOCISTICS 

Sqnmiber 17,1996 

Hmunble VerooaA. WUUains 
Seoctaiy. Sufioe TnnspoitatiaB Boaid 
12* Stmt ft Coostitutioa Avtone, NW 
Room 2213 
WufaiastDa, DC 20423 

B£: Union Pacific Coii». i «t iL 
fttttaoe Doclcet 327$0 

Dor Mr. WQUama: 

' Codtnl andBferier-Soutbern Padfic Rail Corp., et aL 

I tm wriiinf ia rwponic ID the wiittM dedskm of the Sorto 
DaioaPadfic-SoutheraPidflctoerger. Fina OU Bul Chanicil Compaa>*bdicv«3 flat thia <ted«m 
•ome poiiits whidi iiccd claiificititm amcemi^ 
dedstoa Finainsimoapiotectinf thecxmcqitofcoô xrtitioiiâ  
tfixfti.j f i l cmmm acwws tht. y tire nation in agviang our cnstomas. Wc are oonccrned about thr 
gnn*ing traA^ righta to the Taai Mexican Railway. 

I am the trafflc nimaicr &r Fina OU and Okemicai Company, aa inieg^ 
based in Dallas. Texas. icunwulyamrespoosibtefbrtheminTOKitf ofo«rptodu^ 
fidlities in Teaa and lixdsaaa to OUT vaiioaf ci«tomea acnisi North 
globe. Our fcdliUei are located 111 Weat Texas, tive Baton Rouge aita as teU IS Houac^ 

la panicuUi,ti>eSP/lJP merger has rahjced our opdoos in aelectê  ™1 op'iooi at our 
polyprcpylene platt located in Hooston have docreasKl from fcor mainline carriers (SP. UP. BN. ATSF) 
to tw (UP and BNSF). We are conoaned that theae limited opttoas can iKwlde a levd of s c ^ 
cost that will meet cur demands fbr the future. 

OM of the conditions outlined in the Sufte Transporiation Board's dedton g i ^ 
tncka^ri^betvwenia line inBeaumont and Coqnisaiiisti. But thejdedaon restricts access into the 
Houston area where our facilitia are tocated. Fiaa urge* the Snitioe Trtaspoitatian Board to Ufl service 
restriction oa the Tw Mex to elve it fun tocal sendee accw in the Houstan w 
competitive options in Houstoii. 

CHEMICAL OC»ffANY 

Maaacer â JrafBc 

niM (XI and CtMinlctf Compmy 
P.O. Box 2159 • Oallaa, Taxaa 7S221 • (21 '*) 7S0-240f 
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r F. W. MYERS & CO., I 
1408 E North Belt Drive, Suite 100, Houston. Tc»a« USA 77032 
(713) 987-7373 • Fax: (713)987-7222 

September 20, 1996 

Mr. Vernon A. Williams 

Secretary, Surface Transportation Board 
12th Street & Constitution Ave., N.W, 
Washington, D.C. 

Dear Secretary Williams; 

I am writing in response to the recent decision by the 
Surface Transportation Board approving the Union P a c i f i c -
SouLhern Pa c i f i c Merger. My company does not believe the 
decision provide* for adequate competitive r a i l option?? in 
the Greater Houston area, even with the conditions imp;7sed in 
the decision. 

As the Dranch raanaqer for F.w. Myers Si Co., inc., I am 
responsible for the routing and coordination of Import and 
export consignments arriving and departing from Houston. We 
broker shipments for several hundred customers nationwide, 
securing competitive r a i l service i s essential to our a b i l i t y 
to effectively service our customers as well as develop new 
market opportunities. 

We handle many shipments which due to size, and commodity can 
not be shipped effectively by truck due to the costs 
involved. We need to ensure that r a i l rates w i l l remain 
competitive and feel that increased competition w i l l allow 
thi s to happen. 

Just eight years ago five r a i l carriers served th© Greater 
Houston area. In less than 10 years, shipper's competitive 
options w i l l be reduced to just two c a r r i e r s . With the 
recently completed BNSF merger and the upcoming UP-SP merger, 
these two giant c a r r i e r s w i l l control 88 percent of the 
petrochemical r a i l carloads to and from Texas and 100 per 
cent of the petrochemical r a i l carloads originating and 
terminating in the Houston area. These limited r a i l options 
do not provide adequate competition to keep service levels 
high and r a i l rates low. 

r- I 
one of the conditions outlined in the STB's UP-SP decision 
grants the Texas Mexican Railway(Tex-Mex) trackage rights 

FMC rrtt-R 15 



between i t s line in 
restricted access at 
l i f t a l l service res 
local service access 
acce»ii would provide 
Houston that could c 
including the Union 
Southern Railway. 

Respectfji-n^ yours. 

JojMp^Rulon 
B̂ r&nch manager 

corpus Christi and Beaumont but with 
Houston. I strongly urge the STB to 

trictions on the Tex Mex giving i t full 
in the Greater Houston area. Full 
tor a viable third r a i l competitor in 

onnect with other carriers in Beaumont 
Pacific, BNSF and the Kansas City 
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o September 17, 1996 

Mr. Vemon A. Williams 
Secretary, Surface Transportation Board 
12th Straet & Constitution Avenue. N.W. 
Wastiington, D.C. 

Dear Secretary Williams: 

I am writing in response to the recent decision by the Surface Transportiition Boartl 
approving the Union Pacific merger. My company does nor believe the decision provides 
for adequate competitive rail options in the Greater IHoustcn area, even the conditions 
imposed in the decision. 

As the president of Great Eastern Shipping. Inc, I am responsible for rail movement for 
major petro-chemica! manufactures and shippers in the Houston area. Securing 
competive rail service is essentiai to our ability to effectively service our customers as 
well as develop new market opportunities. 

Jdst eight years ago five rail carriers served the Greater Houston area. In less than 10 
years, shipper* competitive options will be reduced to just two canners. WHh the recently 
completed BNSF merger and the upcomming UP-SP merger, those two gaint carriers wili 
control 88 percent of the petro-chemical rail carioads to and from Texas unti 100 parcent 
ofthe petro-chemical rail carloads originating ortenrtnatirg In Houston irea. These 
limited rail options do not provide adequate competive to keep service levels high and 
rates low. 

One of the conditons outlined in the STB's UP-SP decision grants ttte Te tas Mexican 
Railway (Tev Mex) trackage rights between its line in Coipus Christi and Beaumont but 
with restricted access at Houston. I strongly urge the STB fo lift all service restrictions on 
.'he Tex Mex giving it full local service access in ths Greater Houston arciu Full access 
would provide for a viable third rail competitor in Houston that could connect with other 
earners in Beaumont including the Union Pacific, BNSF and the Kansas City Southem 
Railway. 

Respectfully yours, 

Anil V. Rane 
President 
Great Eastem Shipping Inc. 
Agents for AAA Nordstar Line, S A. 
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Scpiunber 11,1996 ; 
-> I 

Mr Vcamon A. WiUiams j 
Secretary, Sur&ce Tnatportation Board 
12th Street & Conititution Avenue, N.W. j 
Washiugton, D C j 

i 
Dear Secretary Williami: 
I ;« to the recent decUion by the Sur&ca Transpoî ation Board approviî  the 
Î iJoo lSt-Sctithon. P4.n?it rruiifaii My ĉ .ir(P*ny Aootzci t«l!«v»dec*iou piov.Uvi .or 
acf̂ iuiiie :<rtr.pe«5',.ve rail ...pricui in the {j!̂ i»ier Her itor ami. ̂ .ft-: v.'njj: wc «.nd.l.WM »r.p<5!»M 
in lie -j-r/sir.:.. : j 

AN r'y Ra:' t:«)-rô nalo: for -Jv? Htr.iiifi Chouf., T aff. rê poitsiwc t':>r »purlr.a wnapstitivs 
ra:t c<y.'iraeri t.'irsportatior (ifovKyiivinî com as?ihalt to piJii-̂ K'JSiTiiCllt ftvm voncm 
c o : a t « t ; ; n !.ni':e-! Sutes, iiwiurliig the gn^ic Houiiion E-?a. Securing coinpctitiv.: iwl 
service ••i tiutnim to t-cr 'bility to cUcctivĉ y $(r\iot cur t̂iiitoinerK wel as develop OFJV 
markM <»!;portunities. ; j 

Wi-Ji th<̂  recently corop'etod B"MSf meiijer wid tix up<»itiiiigUf'-SP iiergor, these two gtitiis 
v-ill control 88% cf tKe petrc-<!ieraical ^ 1 carioads to and iVom Texa* and U 0 % of that 
originating or tciwiniUrig in the Houston area Hô y êse mergers ?o8Mi>ly giiaiantw my 
iî îhty to wurc both coui(>cutUc raies in th;» area, as ŵ ^ !i« kftsnira service levels high? 

r-rc ).olur.ic.ri this prcbi :n! »'Ou!d be t . siiovrf the Text", yisr^-i Rpvay aw?s.< to ti«; 
gicatsr h«:»-itoii area /u .ln̂ i Umc. tJus U -̂f̂ ' ."iecliicdj vd! ^r^t them traAikJgo rights brtv/ftcii 
i> line io O.vpiis Chri:-.-i 'xd Beatmiont ijuv wfh rertriciuri lectin at liouslnn. The He»itBt« 
Crroup Ktro-«aiv urges STB to lift a I j&v;.>» mtrictici«; o.i riic T c p M»3.-;im Railv/Ej- grv:is 
it flill local ac-vicc acaiiv, in the greiitcrXouton tr«a Full ac -css w(|uld prcvhle a vutle 
third raJ conjriJrtitor in th\s area tial co Jd comtKX with otiei avrrjerj iii B̂ Miniont including tlir 
U1»,3NS}" andKCS. j 

RittpeetflJlty yours, 

G\J/'cp 
Tfr 22 



XTBI TERMINALS 
TRUCKING SERVICES 
11700 W a l l i B v i l l e Road 
Houston, Texas 77013 

September 19, 1996 

phone: (713) 675-1933 
fax: (713) €75-1944 

Mr. Vernon A. Williams 
Secretary, Surface Transportation Board 
12th Street & Const i t u t i o n Avenue, N.W. 
Washington, D.C. 

Dear Secretary Williams: 

This has reference t o the decision by the Surface 
Transportation Board approving the UP-SP merger. We do not 
f e e l that the decision provides f o r adequate competitive r a i l 
options i n the Greater Houston area, even w i t h the conditions 
imposed i n the decision. 

I t e l Terminals i s a steamship container depot. Our 
containers are transported over land by r a i l and by t r u c k . 
As recently as eight years ago, the Greater Houston area was 
served by f i v e r a i l c a r r i e r s . Now, i n a very short time, tho 
number of serving r a i l c a r r i e r s w i l l be reduced t o j u s t two. 
With t BN-SF merger and the upcoming UP-SP merger, r a i l 
optionb w i l l be severely l i m i t e d and w i l l not provide 
adequate competition. As a r e s u l t , r a i l rates w i l l increase 
and service w i l l d e t e r i o r a t e . 

One of the conditions o u t l i n e d i n the STB's UP-SP decision 
grants The Texas Mexican Railway (Tex Mex) trackage r i g h t s 
between i t s l i n e i n Corpus C h r i s t i and Beaumont, but w i t h 
restricTted access at Houston. We urge the STB t o l i f t a l l 
service r e s t r i c t i o n s on the Tex Mex, allowing them f u l l l o c a l 
service access i n the Greater Houston area. This would 
provide f o r a viable t h i r d r a i l competitor i n Houston thet 
could connect with the UP, BNSF, and KCS i n Beaumont. 

Sincerely, 

Corey B a r r e t t 
Account Representative 
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/f^VV TRANSPORT COMPArrr 

September 19. 1996 

Mr, Vernon A Williams 
Secretary. Surface Transportation Boartl 
12th Street & Constrtutton Avenue, N.W. 
Washington, D C. 

Dear Secretary Williams: 

I am writing in reeponeo to the decision by the Surface Transportation Board approving the 
merger of the Union Pacific-Southem Pacific railroads. My company does not t)eiieve this 
decision provides for adequate competitive rail options in the Greater Houston area even with 
The conditions imposed in the decision. 

As the Vice President for Intennodal Services for Kaw Transport Company, I am responsfWe for 
the development and operations of transfer faalities for our company. From our Kansas Cfty 
fadlity, our transfer operations consist of the transfer of piastic resins from raHcar to truck with 
subsequent delivery to destinations in the midwest. Slnc» the majority of the plastic resins we 
transfer and deliver originate in the Greater Houstor. area, it is imperative ttiat we have 
competitive rail rates from this origin. Our transfer operation is tocated on the Kansas City 
Southern Railroad Wfthout the ability of the KCS to originat* traffic in this area we starK) to Iw 
restricted in not only our ability to sustain our existing busineas but to develop new market 
opportunities as well. 

Five rail caniers served the Greater Houston area eight years ago. With the decision of the 
Surface Trantportation Board to allow the merger of the Union Pacific and Southem Pacific the 
options of shippers in the Greater Houston market wi'i be reduced to two rail earners With the 
recently completed BNSF merger and the UP-SP merger. 88 percent of the petrochemical rail 
carloads to and from Texas and lOOoercant of the petro-chemical rail carloads originating or 
tenninating in the Houston area viriil be handled by these two giant rail earners. This is not 
conducive to high service levels and low rates. 

One of the conditions outlined in the Surface Transportation Boards UP-SP decision arants the 
Texas Mexican Raliway trackage rights between its line in Corpus Christi and Beaumom but 
with restncted access at Houston. I strongly urge the STB to li > all service rwtrictwns on the 
Texas Mexican Railway giving it full local servioe access in the Greater Houston area FuH 
access would provide a viable third rail competitor in Houston that could connect with other 
earners in Beaumont induding the Union Pacific, BNSF and the Kansas City Southern Railway 

Kobert EjRisser" 
Vice President intemnoda! Services 

P.O. BOX 1U40, KANSAS CrTY, MISSOURI 64119 . 816-781.6200. ^AX 
81«-792-0«73 
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FAX NC. ii2 46a T45a P.02/02 

KzVWElL 
L.L.C. 

September 20, 1996 

Mr. Vemon A, Williains 
Secretory, Surface Transportation Board 
12th Street & Coiwtiiutioii Avenue, N.W. 
Washington, D C. 

Dear SecTet8r>' Williams: 

I am wnting in response to the recent decision by the Sur&ce Tran^ortation Board approving the 
Union Pacific-Soiuhem Pacific merger. My coiqpany does not believe the decision provides for 
adequate competitive rail options in the Greater Houston area, even with the conditions inqiosed 
in the decision. 

As the Vice President of Transpcitation for Keywell L.L.C, I am responsible for purchasing rail 
transportation m the Houston area. Securing con êtitive rail service, gondola and/or intermodal, 
is essential to oiu* ability to effectively seivice our customers as weU as develop new market 
opportunities. 

Just eight years ago five rail caiiirrs served the Greater Houston area. In less than 10 years, 
shippers' conqietitivc options will be reduced to just two carriers With the recently completed 
BNSF merger and the upcoming UP-SP merger, Umited rai! options do not provide adequate 
competition to keep service levels high and rates low. 

One ofthe conditions outUned in the STB's UP-SP decision grants The Texas Mexican Railway 
(Tex Mex) trackage rights between its lice m Corpus Christi and Beaumont, but with lestriaed 
accê ŝ at Houston. I strongly urge the STB to M all seivice restiictions on the Tex Mex giving it 
full local service access in the Greater Houston area. Full access would provid.: for a viable third 
rail competitor in Houston that could coimect with other carries b Beaumont including the Union 
Pacific, BNSF and the Kansas Cily Southern Railway. 

Rc^ectiully yours, 

E. Gordon tlhcott, Jr. 
Vice President - Transportation 

iMthMe 
==o# Scrap nflKyding 

InddtHies, Inc 

KEYWELL L.L.C. 
11900 &outt^ C o n o o e Grove A^^'MiS 

ChicOQO, I,. <5C626 
<312)660-2060 

FAXC3'2;66C-2064 
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IU; ScF 20'96 11:15 Nc.003 ̂ .03 

MobN Oil Corpercrtlen 
MiMrAX. \ IHQtNM UWr-XV' 

Mf. V«rnoji A. Mllli«n» 
(ittcrtitiMy, Suri'iiue Txanwpoi-ta^ion BoavtS 
I'dth StxHvt • Conatitution Avctnue, K.lf. 
>»««hlngton, D.C. 20036-1683 

Dear Seoret«z-y Willlaaw: 

TtilB Isttvr i s In rawponuu to ths iscttut appruval of ̂ e tJnien 
Paoifio/fouth«rn Pacific merger by the Surface Transportation 
Board. Witli the ̂ ujiaitionH LapoiMtd in this deaittion^ we do not 
believ* that the deuisSon provides adequate co«{>«tition in the 
NouBt̂ on area. 

I a« tne M i l Transportation Kanager for Mobil oil corporetion, 
reepcneible for providing r a i l traneportetion services for our 
petroleum and cbenical «anuf«oturlng taoilitlee througtiout the 
United state*. A eignificant portion of thie reeponeibility 
rei&tes to •nipaents originating and terminating in tne Jiouaton 
area. 

M o b i l a b i l i t y to effectively eervice our exieting cuatoroere 
and develop nev ousineee opportunitiee ie contingent upon being 
able to eeoure cotpetetive r a i l eervice in the Houston area. 
With the significant reduction or sonpetetive alternatives in 
thie area over the past few years, i t is beaoatng inoreasingly 
aore tfifficuit to ensure that adequate service levels ere 
;prjvidud ctnd lat ara iw^ enough to maintain and grow our 
current businerr. 

Km a part of the Surface Transportation Board's deoiaion in the 
Hf/^r "5fSf^' Mexican Railway was granted trackage 
rights betveen their line in Corrue ChrSsti and Beaumont, but It 
reatricted their access in th*.. n^uf ton area. We are asking that 
the 8TB strongly consider lifting the service restriction to the 
Tex Mex, aiving them compl^-e jjarvici access in the Houston 
area. This would provide an effective conpetitor in the Houston 
area that would have the ability to connect with other carriers 
xn bedoktont, inciuding the Union Paoif ie/Southem Paoif ic, BNSF, 
an4 the Kansas City Southem F.ailv««.y, 

,Rnoivactfvlly yours. 

Oarret <l, Smith 
Mansgr.T. ?»»ii Transportation 

Tciriu p.01 
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PAUL L. BROUSSARD & ASSOCIATES, INC. 
^ ^ SUITE 401 • UNION STATION BLOC. • 601 CRAWCORDSTHCET • HOUSTON. TEXAS 77002 • 7^3/2Z^4T9b 

5«pCorbcr23. 1996 

The Henoral^ Vtmoo A. mWiatm 
Secretwy 
Surface TranspertAtlon Board 
i 3 th Suret and Conititution Avsiuea 
WasNnglon. D C 2042$ 

DMT Seaetary WiOiwrat: 

TS* recent decision by the Surface Tf»t$port8tion Boa>̂ . approMng the Uiion fadftc • Southem Pacific merger, 
hot cwitributed to the reduction of elective raM competition along the T c « Gdf CoMt, opcciaHy in the 
Greater HojfioR are*. As you ore aware, the S u f ^ Tramportedon Board ha» gn«n trackage nghta to ihe 
Texw Modcan Railway Co., hô »««vcr. u*th the aervfcx condWom Impotad on the Tex-Mcx. they wil not be aU« 
to provide effective rail competition and they not be able to deviriop new n w t e opportunWae In HouMon. 

Our firm ««» e<tabrrth«d In 1978 to provide third-party loglMic* and Ir^ht transportnion management 
•upport for rail $»iipp»n, eipecially in th« area of conwact negotiations. At «Mi tinr . have ovar a dozen 
curtomert who nxjst ship or receive by rafl. When our tmtintu ctartcd, wr were abk to negotiate with the 
foilowing rait carrier*: 

Mitsourl Padfic M'eaoun-Kanesa Tgtae 
Ss^ta Southern Padfic 
a Worth $ Denver Kockymi 

Our negotiating capabiGoet wW) the remaimng rail carrier*, the Union Padfic Southmt Pacific and fhe 0N$f, 
tMU be ««riou.ly Inhibited il the restrictkxw you impo«*d on die Tex-Mex rwnain m place. A» a matter of facr 
the »en^« wc offer wSI be ieriou»ly Iimited, much tke that of the Tex-Wax, if thm extreme conditiona arc nov 
remowJ. 

Now %»»lih rail opfion* rignificandy reduokd, we are urging the Surface Transportation Board to Kconiidta' the 
limitotlons placed on the TexMex and give the Tex-M«x fcjH local wrwice access in tht Graater Kointon area. 
With restrictions removed, the T« .M« wiU become • UaUe third rai competitor In Houston and. hopefully. w« 
will be able to effectively repment rail ihippan/recBvm h our contract tiegodaeions. 

Thank you for your consideration. 

Voi« truly 

ec Mr. f̂ilce Haverty 
Mr. Larry fields 
Mr. JocBllWatkint 
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P r a i r i e Central Cooperative, Inc. 
R. R. #1 - Box £30 
Chenoa, IL. fel72fe 

<ei5)9A5-7a€>fe 

September 16, 1996 

Mr. Vernon fi. W i l l i a a s 
Secretary, Surface Transportaion Board 
l£th Street & Constitution fivenue, N.W. 
Washington, D.C. 

Dear Secretary W i l l i a a s : 

I ant writing in response to the recent decision by the Surface 
Transportation Board approving the Union Pacific-Southern P a c i f i c 
merger. My coapany does not believe the decision provides for 
adequate co a p e t i t i v e r a i l options in the P*~eater Houston area, 
even with the conditions iaposed in the decision. 

fis the Manager for P r a i r i e Central Cooperative, Inc., I aa 
responsible for purchasing r a i l transportation in the Houstor 
area. Securing c o a p e t i t i v e r a i l s e r vice, boxcar and/or 
interaodel, i s e s s e n t i a l to our a b i l i t y to e f f e c t i v e l y s e r v i c e 
our custoaers as well as develop new •ari<et opportunities. 

Just eight years ago f i v e r a i l c a r r i e r s served the Greater 
Houston area. In l e s s than 10 years, shippers' c o a p e t i t i v e 
options w i l l be reduced to j u s t two c a r r i e r s . With the recently 
coapleted BNSF aerger and the upcoaing UP-SP aerger, l i a i t e d r a i l 
options do not provide adequate competition to keep s e r v i c e 
l e v e l s high and r a t e s low. 

One of the conditions outlined in the STB's UP-SP decision grants 
The Texas Mexican Railway (Tex Mex) trackage r i g h t s between i t s 
l i n e in Corpus C h r i s t i and Beauaont, but with r e s t r i c t e d access 
at Houston. I strongly urge the STB to l i f t a l l s e r v i c e 
r e s t r i c t i o n s on the Tex Mex giving i t f u l l l o c a l s e r v i c e access 
in the Greater Houston area. F u l l access would provide for « 
viable t h i r d r a i l conpetitor in Houston that could connect with 
other c a r r i e s in Beauaont including the Union P a c i f i c , BNSF and 
the Kansas City Southern Railway. 

Respectfully Vours, 

^yLyo}y 
r''..-) Richard West 

/ Manager 
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— S»t> T M U R O £ I M S O M I R O N & n E T f t L . 

R O B I N S O N I R O N & M E T A L CO.. INC. 
( ) FOUNC£0.92e 2735 ST«CT 

/ (7.3)2.'(7.297S HOUSTON TEXAS 7702O 
F»» (719' 227-2»t0 

I. Roblrscn 
San Rofclnson (1930-1991) 

Stephen Hobfnson 
Ralph Robinson 
MtchaM Hsrtsrg 

September 20, 1996 

Mr. Vernon A. Williams 
Secretary, Surface Transportation Board 
12th Street & Constituticn Avenue, N.W. 
Washington, D.C. 

Dear Mr. Williams: 

The recent approval of the merger between the Southern Pacific 
hv riS.^^- ^̂ ''̂ '̂̂  Railroads will inpact Houston area shipper^ 
by reducing our r a i l shipment options. I feel that a viable 
option for Houston r a i l shippers would be for the Surface 
Transportation Board to l i f t a l l service restrictions on 
v.he Texas Mexican Railway thereby allowing the Tex-Mex full 
local service access in the Houston area. 

Robinson Iron & Metal ships almost a l l of our product by 
r a i l . We ship an average of 500 gondola carloads per year. 
Our typical consumer deatinatio.^s are located throughout 
the State of Texas, the .Midwest and the East Coast. We also 
ship a lot of material to Mexico. 

It you do not grant the Tex-Mex full local service access 
in the Houston area, I can envision a time in the not too 
distant future when the quality of our r a i l service will 
deteriorate and our ratea will rise without a competitive 
marketplace in Houston. 

In closing, i again urge the Surface Transportation Board 
to l i f t a l l service restrictions on the Tex-Mex Railway 
allowing i t ful l local service access in Houston. 

Thank you in advance for your cooperation. 

Sincerely, 

ROBINSON IRON « METAL COMPANY, INC. 

Stephen Robinson 
President 

Four Qofwratlona Sorvlng IndMtry 
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. i ^ n r r i c n c r l . . . • i - - . o - 3 ^ D - O v - i » oep ao 1 0 - 4 0 N c . U . O 

* ManagBinent KEsspmnn' 
' ) 5 Corporation 

4600 Gulf Freeway. Suite 660 • Houston, Texas 77023-3551 • («00)987̂ '!347 • Fax (713)926-6059 

September 20, 1996 

Mr Vernon A, Williams 
Secreiary, Surface Traasponaticn Board 
12tli Strcct &. Constitution Avenue IVW 
Washington, DC 

Dear SKcrctar)' WUliams: 

My company is concemed with the loss of a thin! rail carrier servicing the Gi-cater 
Houston area. With the UP/SP merger tficre are currently nvo r a i S s with S^^L to 
Houston. Although 1 understand that*the Texas Mexican Railway Co waT^ 

our ahiliiy to 
opportunities. 
our S r , ^ i ? ^ i i v H v 2 ^ ' ' ° " '̂ '"Pctitive raU service is csUiarto 
onnortSilf effectively service our customers as well as develop new market 

- ^ TexMex giving it full local service in the Greater Houston area 

Respectfully Yours. 

Kevin Brady \ 
Prcfiideni ^ 
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stromberg alien and compatay w.« * 47<» « / cA.ra,* ;/ OOOK / 1112.e4r.713i / fiu stt-nr-Mrj 

Septewber ii, 1996 

Nr. Vemon A. WilliaM 
Seoretary, Surfeoe Transportetion Board 
12th Street and Conetitutlon Avenue, N.W. 
Washington, D.C. 

nm; Texas Kcxicon xallvay Access at Houaton, Texas 

Dear Nr. Nilllaas: 

Ny nane is Peter M. Kruchko and I aa the person ultiwataly 
rssponsltola ror the cost of purchased Traneportation/Diatrlbution 
for stroabarff Allan and coapany. stromberg Allen and conpany is a 
printing buainess in the Chicago area. Wa do on occasion ship to 
and receive froa the Houston, Texas narkat. 

Routing options for shippara using rail sarviee ha*'e been declining 
for years as tho r a i l industry oonsolidatas. Tha UP/SP aerger 
leaves Just two carriers in the West, and i t sets the stage for « 
sxvilar soenerio in th« Best. Just sight years ago, five sajor 
oarrlara aerved the Houston area. Nov there are two. 

One of the conditions outlined in the STB's Union PaclfIc-Bouthsm 
Pacific decision grants the TEXHEX traclcage rights betwaen Corpus 
Christ! and Beauaont, but vith rastrictad'aooaaa at Houston. I urge 
tne STB to l i f t a l l restrictions on the TKMEX, giving i t full local 
servioe acceaa in tha Houaton area. Full eecees «/ould Introduce a 
third r a i l coap<atitor in Houston with access at Beauaont to tha UP, 
BNSF, and KCfi. Btrombero Allen and Coapany would sae thia as an 
attractive option on traffic aovlng to and frea Houaton and the 
Nidweat. 

After a l l the uonaolidation we've seen in the r a i l Industry, 
grantina the TEXMiac local access at Houston is a siaple, painless 
way to increass oonpatition and the benafita that follow. 1 urge 
the board to take thia action. 

Sincerely, 

Peter M. KruchXo 
Executive Vica President 

PMK/na 

/ / • # 0Hmt,mt a mil InMoinp^/ t l i t f 1919 
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(y September 20, U96 

Mr Vemon .\. Williams 
Secietar>. Surface Transportation Board 
12* Street & Constitution .Xvenuc. NA\'. 

ashmgton, D C. 

Re: Shipper Lcttcn in Suppon of Te.vasi Mexican Filing 

Dear Secretary Williams: 

I am wntint in response to the recent decision H\ the Saflace Transponation Board jpprovine 
the Union Pacilic-Southem Pacific merger My companv does nol beheve llie Jecisiun provide> 
for adequate competitive rail options in the Greater Houston area, even witli <he conditioav 
imposed m the decision. 

,\.s the Transportation Manager for TETR-V Technologies. Inc.. I am responsible for purchasing 
rail transportation tn the Hoaston area Secunnc competitive rail service, boxcar and or 
interrnodal. is essential to our ability- to effectively service our customers as well as develop new 
market opportunities. 

Just eight years ago fne rail câ rSers served the (ireater Houston area. In less than 10 years, 
shippers' competttive options have been reduced from tive to just two carriers. With the 
completed HNSF merger and the completed I'P-SF merger, these limited rail options do not 
ptov ide adequate competition to keep sen ice leveb hijih and rates low. 

One ofthe conditions outlined in the STB's IJP-SP decision grants lhe Texas Vlexican Railway 
( IcN Ms.N) trackage rights between its line in Corpus Christi and Beaumont, but with restricted 
access al Houston. 1 strongly urge the ST H to lift all service restiictions on the lex Mex giving 
it full local service access in the Cfreater Houston area. l ull access would provide for a viable 
third rail competitor tn Hoaston that could connect with other carrieis in ikaumont itxludinc the 
I nion Pacific. BNSl' and the Kansas City Southem Railway. 

In summary. Tex \iex is one of TETR.A'>i core rail carriers Its extremely important that the 
flexibility cf meetmg TKrR,\ 's trari:<portation recjuirements in setMce levels and price be 
provided to lex Mex .\gain. I urpc you to give lex Mex the tools to provide altemative rail 
competition in the Houston market 

Respectfully yours. 

James i Jundzilo 
Transportation .Manager 

cc Mr Larry Fields, C h.C) l exas .Mexican Railwav Co. 
Fax: (210) 723-7406 
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-•2.0'96IFR1I 13 49 TEXAS M.̂RINE AGENCT TEL:": 3 85 1 "S'S P. 001 

f ) TEXAS MARINE 
230 WESTCOTT, SUITE 110 
HOUSTON, TEXAS 77007 

FAXi (713) Ml-TtTS 
TSL: (713) aei-ss^s CJWBI»B ADDRISS: THVCOTJ 
TLX: xseiasa TEnaa. trr 

S. ptember 20, 1996 

S r. Vcinon A Williams 
S ;crcrary, Sur&ce Transportation Boird 
1 ch Street & Constitution Avenue NW 
V ashington. D.C 

r sar Secretary Williams: 

^ y cotnpany is concerned with th.e loss of a third rail carrier servijis the Greater Houstoa ^̂ ^̂ ^ ^ 
V 'Uh the UP/SP mercef there are aurtntly or̂ y two railroads with ac«ss to ; 

• '^ u .derstand th*t the Texts Mexican Railway Co was recently granted traclcage ngt'.ts between .is 
li le in Corpus Chrisii and Beaumom 'out with restricted access at Houston. 

. / s the (your tttle) for (your company name), 1 atn responsible for purchasmg raU transponation in 
^ c Hoaston area Serving competitU rail service is essential to our abtlity to effectively service 
c jr customers as well as develop new market opportunities. 

I suongly urge the STB to lift aU service restnaiors on the TexMex giving it ftiU local sarviee 
s :cess in the Greater Houston area. 

' • c ; . A d ^ l N F AGENCY INC.. AS AQENT5 ONL' 
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rimty ShTppiiif 
September 20th. 1996 

Mr. Vemon A. WiJJiams 
Secretaiy. Surface Ttansportation Board 
I2tit Street & Con-stitution Avenue N W> 
Waahlngton. D.C. 

Dear Secretaiy WiiUai is, 

quae concerned about ta^t t S t e ^ h S ^ „ ' ^ ^ " t ^ ^ ^ 

J ^ o T i ! i ^ ' ^ ^ i X ' S ^ f ; . ^ ^ ! f ^^"^ ^ ™ «<^«rnl to Just 
J ^ ^ c T t o I ^ ' L ' i S ! ! ^ ' " ^ can not and do not supply ade,../e 

Iwould recommend that the STB grant the Tc«fi Mexican RaUwar ritfhts 
between Its hne in Corpus Chmtl an6 Beaumont a l o ^ g ^ t h h t ^ e ^ ^ to 
Houston a« weU. Thl,. tvould give u , additional servlce^^d wotSdXw Z to 
more fuUy satisfy our customer« needs. ^ 

Regards 

Jay R. Willows 
General Manager 
Trinity Shipping. Inc 
Houston. TtxBLs 

Vobre Valley Ihusion. Tb.vn.v 7700̂  
24 Jjr. PliPijc: 7lJ.20(J.7Ur:i 

Mox: 106-705 Au»vcrl»«tk 'H||,Uy | |ou»|o„ 

PotfO: 7 i ; | . 7«2 .772 | 
3 5 M/lt»Hn l>l,n.._. •» i ..m . . . . . . . 
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VfNYMCX SHIPriNG COMPANY, INC ^ ^ 
>»^» l .w .«»» , l i f c i i i l H i . . | l « l i < , i i . > h , « i » i l ^ , <t (Vtt t 

SEPTEMBER 20, 1996 

KR. YEKNON A. NILLIAltS 
SECRCTAKY, SURFACE TRAhWPORTATltW BOARD 
12TH STBuirr s. coNsnnrrrov AVSNUB tw 
WASHINOTON, D.C. 

DBAR SiXTRETARY dflLLIAKSl 

MY COMPANY IS CONCERNED WITlt THE LOSS (5P A THIRD RAIL CARRIER SERVINS THE 
GREATER HCUSTON AREA. WTTH THE UP/SP MERGER THERE ARE CURREVrtY ONI.Y TWO 
RAirjROADS WITH ACCESS TO HOUSTON,AimiOUDH I UNDERSTAND TWAT T«JE TEXAS MEX­
ICAN RAILWAY 00. WAS RECEmXY GRAWTSD TRACKACfE RIGHTS BETWEEN ITC LINE IN 
CORPUS CHRISTI AND HEAUMtDWT WJV WITH RESTRICTED ACCESS AT HOUSTON. 

AS THE PRESIDEWT FOR VENYMEX SHIPPING COMPANY, INC,HAVE THB POTENTIAL TO 
SHIP IN AND cur OP HOUSTON OR WE hCXJSTON AREA. 

I STRONGLY URGE THE STB TO LIFT ALL SERVTPB RESTOICTIONS ON THE TEX MEX 
GIVING IT FULL LOCAL SBHVICE ACCESS IN THB GREATER HOUSTON AREA. 

RBSPBCTFULLY YOURS, 

VENYMEX SHIPPING COMPANY, INC., 

CZ HECTOR GARZA 
PR«TDENT 

1314 T«xa»Av«nu«,Sufta 1909 Moutton, T«x«9 7700? (713> 227-5403 FAX (713) 22/-2210 
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PMC rai 
MM NO. 01l«MI 

CI«UCD>9tN0 l o m 

WTS of HOUSTON, INC. 
2723 YALE STREET 

HOUSTON. TEXAS 7700* 

713/W1-J658 
TELhX J68852, FAX (713) 865-9100 

ScRiTI«Y.tRJHFACE T«#*H9IWTATXON BOARD 
X2TM S n « E T « Ct3HBTITUTION AVEhAAiE NM 
WASMINOTOM^D.C. 

DEAR SECHCTAWY WliXtAI ISi 

flY COMPLY I S CtJNCERNED WITH THE LOSS OF A THTW) «AIL ^ ^ J S j ^ y j ' ^ 
B - ^ ^ T C B ^ W T m i fiHtA WITH THt UF/SP MCnOER THERE ARE Cl*«HtWTLr 

S t J ! ? r S 2 ilJrSAr CD WAS RECENTLY GRANTED TRACKAGE RIGMTC BETWCEN 
1*^ ?S S i ^ c S S i s ! f A S l̂ Ĉ HONT BUI WITH RESTRICTED ACCESS AT 
HOUSTON. 
A8 THt- EXPORT SUPERVISOR FOR WTS OF HQUSTON.INC, 1 AH " ^ O T N a l M j E FOR 
^AjlJ^li^RAlJ^SNSPORTATION IN ^ ^ ^ e i ^ J ^ ' ^ ^ ^ S ^ J . ^ ' ^ ^ 
RAIL SERVICE IB ESSENTIAL TO OUR «BiL lTV T O E F F E C l VELV SERVICE OUR 
CU8T0«ERS AB WELL AS DEVELOP NEW MARKET DP»^TUNIT1ES. 

I STRONGLY UK6E THE STB TO L I F T ALL SERVICE BEBIRICTIONS ON THC TEX-NEX 

iwIS^T^J ̂  TSJ. SERVICE ACCEBB IN THE GREATER HOUSTON AREA. 

»ccTm.i 

MoucTcKy-m:: 
EXPORT SUPERVISOR 

' ' ) 

JNTBRNATIOKAL AIR * OCBAN FRBlGHT F0KWAW5IN0 
3 7 CUSTOMS BAOKERACB 



CERTIFICATE OF SERVICE 

i 

/ I hereby c e r t i f y t h a t , on t h i s 23rd day of September, 1996, 

I have caused t o t e served TM-47, Supplemental Comments of 

Shippers i n Support of the P e t i t i o n of The Texas Mexican Railway 

Company t o Reopen Decision No. 44, by f i r s t - c l a s s mail, postage 

pre-paid, or by a more expeditious manner of d e l i v e r y on the 

f o l l o w i n g persons: 

Arvid E. Roach TI 
J. Michael Hemmer 
Michael L. Rosenthal 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
Washington, D.C. 20044-756C 
Paul A. Cunningham 
Richard B. Herzog 
James M. Guinivan 
Harkins, Cunningham 
Suite 600 

^ 1300 Nineteenth Street, N.W. 
y y Washington, D.C. 20036 

and on a l l other p a r t i e s of record i n Finance Docket No. 32760. 

fdwards 
Scoutt 

& Rasenberger, L.L.P. 
Brawner Bviilding 
888 17th Street, N.W. 
Washington, D.C. 20006-3939 
(202) 298-8660 

Dated: September 23, 1996 
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Virgin 'a R Metallo 
(202. 342 8466 

Internet: vnu@c;>lf han.com 

I t eT No. 

CclUer, Sliannon, Rill & Scott, PLLC 
Attomeys-at-Law 

3050 K Street, N.W. 
Suite 400 

Washington, D.C. 20007 

Tel.: (202) 342-8400 
Fax: (SOZ) 342-8451 

10 Barrack Street 
Le^el 12 

Sydney NSv^ 2000, Australia 
Tel.: 61-a-aDSi*7'>0 

F u . 61-8-262-336? 

Page Count ^ 

VIA HAND DELIVERY 

Honorable V ernon A. Williams 
Secretary 
Surface Transportation Board 
12th Street & Constitution Avenue, N.W. 
Room 2118 
Washington, D.C. 20423 

June 4, 1996 

^ 4 1996 )> 
MA.l 

.(.CC. Q y 

Re: 

Dear Mr. William' 

Finance Docket No. 32760, I'nion Pacific Corp., at al -- Comrol & 
Merger - Southern Pacific Rail Corp.. et al. 

Kansas City Southem Railway Company ("KCS") has decided to declassify the KCS 
Appeal (KCS-61) ofthe May 30, 1996 Order which KCS filed on June 3. 1996. Because Exhibit 
I to KCS-61 is an extract from the Highly Confiiential Version ofthe Majure Verified Statement, 
we are enclosing twenty-one (21) copies of a replacement Exhibit I , which constitutes the public 
ve- sion of those pages. Witli that change, kCS-61 is declassified and is publicly available. 

Thank you for your assistance in this matter. 

Enclosure 

ENTERED 
OHics of the Secretary 

JUN 0 5 19% 

Part oi 
Public Record 

Sincerely, 

/ y y ^ i i j j y ^ 
VIRGliyiA R. METALLO 

cc: Erika Z. Jones 
Restricted Servi.̂ e List (via facsimile) 
(w/enclosure) 
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I t em No 

y i Page Covint 

) 
I 

Par, of 
Public Record 

? 3 V7y 

ESI-21 
REDACTED. PUBLIC VERSIOH 

BEFORE THE 
SJRFACE TRANSPORTATION BOARD 

a 
0 

1 

1 
1 

J. 

UNION PACIFIC CORPORATION, UNION 
PACIFIC RAILROAD COMPANY, AND 
MISSOURI PACIFIC RAILROAD COMPANY 
— CONTROL AND MERGI=:R SOUTHERN 
PACIFIC RAIL C0RP0R;^TI0N, SOUTHERN 
PACIFIC TRANSPORTATION COMPANY, 
ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP., AND THE 
DENVER AND RIO GRANDE WESTERN 
RAILROAD COMPANY 

- AND -

RESPONSIVE APPLICATION -- ENTERGY 
SERVICES, INC., ARKANSAS POWER & 
LIGHT COMPANY, AND GULF STATES 
UTILITIES COMPANY 

Finance Docket No. 32760 

Finance Docket 
(Sub-No. 12) 

No. 32760 

REBUTTAL OF 
ENTERGY SERVICES, INC., ARKANSAS POWER & 

LIGHT COKPAsfY AND GULF STATES UTILITIES COMPANY 
INSUPPORT OF RESPONSIVE APPLICATION FOK TRACKAGE RIGHTS 

y£>frrr-.-).y 

•ex. 0 

OF COUNSEL: 

Slover & Loftus 
1224 Seventeenth Street, N.W. 
Washington, D.C. 20036 

Dated: May 14, 1996 

ENTERGY SERVICES, INC. and i t s 
a f f i l i a t e s ARKANSAS POWER & 
LIGHT COMPANY and GULF STATES 
UTILITIES COMPANY 

. Wayne Anderson 
General Attorney-Regulatory 
Entergy Services, Inc. 
631 Loyola Avenue 
New Orleans, LA 70013 

C. Michael Loftus 
Christopher A. M i l l s 
Andrew B. Kolesar I I I 
1224 Seventeenth Street, N.W. 
Washington, D.C. 20036 
(202) 347-7170 

Attorneys and P r a c t i t i o n e r s 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

•:NI0N PACIFIC CORPORATION, UNION 
PACIFIC RAILROAD COMPANY, ;.ND 
MISSOURI PACIFIC RAILROAD COMPANY 
— CONTROL AND MERGER — SOUTHERN 
PACIFIC RAIL CORPORP.TICN, SOUTHERN 
PACIFIC TRANSPORTATION COMPANY, 
ST. LOUIS SOiITHWESTERN RAILWAY 
COMPANY, SPCSL CORP., AND THE 
DENVER AND RIO GRANDE WESTERN 
RAILROAD COMPANY 

- AND -

RESPONSIVE APPLICATION — ENTERGY 
SERVICES, INC., ARKANSAS POWER S> 
LIGHT COMPANY AND GULF STATES 
UTILITIES COMPANY 

Finance Docket No. 32760 

Finance Docket No. 
(Sub-NO-. 12) 

32760 

REBUTTAL OF 
ENTERG. SERVICES, INC., ARKANSAS POWER & 

LIGHT COMPANY AND GULF STATES UTILITIES COMPANY 
IN SUPPORT OF RESPONSIVE APPLICATION FOR TRACKAGE RIGHTS 

Pursuant to Decision Nos. 9 and 29 i n t h i s proceeding, 

Entergy Services, Inc. ("ESI") and i t s a f f i l i a t e s Arkansas Power 

& Light Company ("AP&L") and Gulf States U t i l i t i e s Company 

("GSU") ( c o l l e c t i v e l y , "Entergy")' hereby submit t h e i r r e b u t t a l 

i n support of Entergy's Responsive .zvpplication i n Finance Dock2t 

No. 32760 (Sub-No. 12) (ESI-14).^ 

' AP^L's name was recently changed to Entergy Arkansas, 
Inc., and GSU's name was recently changed to Entergy Gulf States, 
Inc. To avcid confusion, the old corporate names and acronyms 
are being used i n Entergy's Rebuttal. 

2 In Deci.-ion No. 29, the Board accepted Entergy's 
Responsive Application f o r consideration and ordered i t 
consolidated f o r d i s p o s i t i o n with the primary a p p l i c a t i o n i n 
Finance Docket No. 32760. 



1.-

Entergy's Responsive Application seeks trackage r i g h t s 

on behalf of BNSF̂  or anothar r a i l c a r r i e r not a f f i l i a t e d with 

Applicants over portions of SP's Memphis-Houston and Houston-New 

Orleans l i n e s i n order to implement the conditions requested by 

Entergy i n i t s Comments f i l e d on March 29, 1996, i n the lead 

docket (ESI-12} ("Entergy Comments"). These conditions are 

necessary to ameliorate the anti-competitive e f f e c t s of the 

proposed UP/SP merger on the r a i l t r a n s p o r t a t i o n of southern 

Powder River Basin ("SPRB") coal to AP&L's White B l u f f Station 

i n Arkansas and GSU's Nelson Station i n Louisiana. 

In t h e i r Rebuttal f i l i n g on A p r i l 29, 1996 (UP/SP 230-

234), Applicants have disputed the need f o r the trackage r i g h t s 

conditions sought by Entergy. Several of t h e i r r e b u t t a l w i t ­

nesses, i n p a r t i c u l a r Messrs. Hutton, Nock, Sansom and Sharp, 

present testimony addressing the competitive s i t u a t i o n at the 

White B l u f f and Nelson power plants.' Applicants' rebutcal 

testimony challenges the f e a s i b i l i t y of a proposed build-out from 

the White B l u f f plant to a connection with SP's Memphis-Houston 

l i n e at Pine B l u f f , AR. I t also challenges Entergy's showing 

t h a t Nelson w i l ) s u f f e r a s i g n i f i c a n t loss of competition because 

^ As used herein, "BNSF" means Burlingtori Northern Santd Fe 
j Corporation and i t s r a i l s ubsidiaries, i n c l u d i n g Burlington 
1 Northern Railroad Company and The Atchison, Topeka and Santa Fe 

Railway Company. "UP" means Union Pa c i f i c Railroad Company and 
I i t s r a i l a f f i l i a t e s . "SP" means Southern P a c i f i c Transportation 

J Cor^iany and i t s r a i l a f f i l i a t e s . "Applicants" mee.as the parties 
to the Railroad Merger Application in t h i s proceeding. 

Their v e r i f i e d statements appear i n Parts A and C of 
• i Volume 2 of Applicants' Rebuttal (UP/SP-231). 
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the merger would foreclose the most competitive i n t e r l i n e route 

r e s u l t i n g from construction of the Nelson spur b u i l d - o u t , which 

i s scheduled f o r completion i n October of t h i s year. 

In response t o Applicants' Rebuttal, Entergy presents 

counsel's summary, together with the Rebuttal V e r i f i e d Statements 

of Roy A. Giangrosso, Entergy's Director, Coal Supply; David G. 

Weishaar, a marketing consultant and former Vice President -

Energy Marketing f o r the Chicago and North Western Railway 

Company ("CNW"); and Thomas D. Crowley, President of the economic 

consulting f i n i of L.E. Peabody & Associates,. Inc. 

Because the White B l u f f ana Nelson "Situations present 

sep?ratP and d i s t i n c t competitive concerns, we w i l l address them 

separately. 

I . Trackage Rights Over a Portion of 'IP's Memphis-
Houston Line Are Necessary to Preserve a Feasible 
Build-Out Option f o r the White B l u f f plant. 

In t h e i r Rebuttal f i l i n g . Applicants challenge the 

f e a s i b i l i t y of Entergy's White B l u f f b u i l d - o u t . They do not, 

however, challenge the underlying premise of Entergy's requested 

condition. This premise i s that a build-out from the UP-served 

White B l u f f plant to SP could be used t o obtain competitive r a i l 

t r a n s p o r t a t i o n of SPRB coal to the plant v i a BNSF-SP, and th a t 

the build-out would be rendered meaningless by a UP/SP merger. 

'Applicants' September 25, 1995 "Settlement Agreement" 

with BNSF e s s e n t i a l l y acknowledges t h i s premise. Under the 

Settlement Agreement, shipper f a c i l i t i e s located on the l i n e s 

over which BNSF w i l l roceive trackage r i g h t s , and that are served 
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only by UP but t h a t have feasible build-outs to SP (or vice 

versa), are treated as 2-to-l i c ' c i l i t i e p t hat BNSF can serve v i a 

these trackage r i g h t s . The p r i n c i p l e that such shippers should 

be accorded 2 - t o - l protection i s also acknowledged i n Applicant's 

Rebuttal f i l i n g . ^ 

This premise i s also consistent w i t h the r e l i e f granted 

to two shippers w i t h build-out options i n Finance Docket No. 

3254 9, Burlington Northern Railroad Companv — Control and Merger 

-- Santa Fe P a c i f i c Corporation and The Atchison, Topeka and 

Santa Fe Railway Company, Decision served August 23, 1995 

("BN/Santa Fe" ) . There, the I n t e r s t a t e Commence Commission 

("ICC") granted trackage r i g h t s conditions i n favor of Oklahoma 

Gas & E l e c t r i c Company ("OGE") and P h i l l i p s Petroleum Company 

("PPC"), both of which had f a c i l i t i e s t h a t were served by only 

one of the merging c a r r i e r s but had p o t e n t i a l build-outs to the 

other merging c a r r i e r . The conditions were deemed necessary to 

preserve the competitive status quo by pe r m i t t i n g these shippers 

to maintain t h e i r e x i s t i n g build-out options.* 

^ See Volume 1 (UP/SP-230), at 19, 147-148. The problem i s 
that Applicants concede f e a s i b i l i t y only where b u i l d - i n s are both 
very short (less then f i v e miles) and "a c t u a l l y i n progress and 
well advanced". I d . at 19. Under t h i s very narrow d e f i n i t i o n , 
very few shippers are recognized to have such build-outs ( i . e . , 
three petrochemical plants near Mont Belvieu, TX). 

* BN/Santa Fe at 37-38, 68, 98. Entergy's proposed White 
B l u f f truckage r i g h t s condition has been c a r e f u l l y c r a f t e d to 
meet the standards established by the ICC i n granting conditions 
to preserve OGE's and yt-C's build-out options. Trackage r i g h t s 
are sought on behalf of BNSF over SP only to Pine B l u f f , AR, 
which i s the point where the b u i l d . t would connect w i t h SP. 
BNSF would not be able to use the trackage r i g h t s to access the 
White B l u f f p l a n t unless the build-out i s a c t u a l l y constructed. 
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Although Applicants have conceded Entergy's premise, 

they attempt to get around i t by arguing that the White B l u f f 

build-out i s not f e a s i b l e . Entergy's Witnesses Giangrosso, 

Weishaar and Crowley respond to Applicants' f e a s i b i l i t y arguments 

i n considerable d e t a i l i n t h e i r accompanying Rebuttal V e r i f i e d 

Statements. I f the Board i s interested i n the n i t t y - t t y 

d e t a i l s of the f e a s i b i l i t y dispute, wo r e f e r i t to t h i b ..ebuttal 

testimony. 

On a more fundamental l e v e l , Entergy submits th a t the 

Board does not need to resolve d e f i n i t i v e l y the p a r t i e s ' 

disagreement over the f e a s i b i l i t y of the Whiffe B l u f f build-out — 

and as a matter of p o l i c y , should r e f r a i n from doing so. 

In i t s March 29 Comments (ESI-12), Entergy made a 

prima f a c i e showing that the White B l u f f build-out i s f e a s i b l e . 

Given t h i s prima f a c i e showing (and notwithstanding Applicants' 

s e l f - s e r v i n g attempt to rebut i t ) , p o l i c y considerations d i c t a t e 

t h a t Entergy's proposed trackage r i g h t s condition should be 

granted because t h i s w i l l allow the competitive marketplace, 

rather than r e g u l a t i o n , to mcike the ulti m a t e determination of 

f e a s i b i l i t y . In other words, i f the build-out i s f e a s i b l e i t 

w i l l be constructed. I f i t i s not, i t w i l l not be, and BNSF w i l l 

not gain access to the White B-'uff p l a n t . 

This approach i s f u l l y consistent wi t h the Board's 

p u b l i c - i n t e r e s t analysis under 49 U.S.C. § 11344 (b) and ( c ) , as 

w e l l as the National t r a n s p o r t a t i o n Policy, which d i r e c t s the 

Board t o : 
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Allow, to the naximum extent possible, compe­
t i t i o n and the demand fo r services to e s t a b l i s h 
reasonable rates f o r transportation by r a i l . 

49 U-S.C. § l O l O l a ( l ) . I t i s aiso consistent w i t h the ICC's 

handling cf PRC's request f o r a trackage r i g h t s c o n d i t i o n t o 

preserve a disputed build-out option i n the BN/Santa Fe merger 

proceeding. PPC presented evidence i n that proceeding t h a t i t s 

build-out option was fe a s i b l e ; BN presented evidence th a t i t was 

not. The ICC did not d e f i n i t i v e l y resolve the f e a s i b i l i t y 

question, but instead held: 

Though evidence i s c o n f l i c t i n g , the b u i l d - o u t 
option may be feasible. I f so, i t would have 
given PPC leverage to negotiate w i t h Santa Fe 
f o r lower rates. 

BN/Santa fe at 98 (emphasis supplied); see, also. I d . at 37-38.' 

The Board went on to impose a trackage r i g h t s c o n d i t i o n "to 

maintain PPC's current competitive s i t u a t i o n as respects the 

prospective PNR build-out" ( I d . at 98). The condition imposed i n 

favor of PPC was v i r t u a l l y i d e n t i c a l to the one requested by 

Entergy to preserve i t s White B l u f f build-out option. 

Entergy has made a s i m i l a r prima facie showing w i t h 

respect to the White B l u f f build-out, and the Board should 

s i m i l a r l y resolve Entergy's f e a s i b i l i t y dispute w i t h the A p p l i ­

cants i n t h i s proceeding by imposing the requested c o n d i t i o n . To 

do otherwise would e f f e c t i v e l y make UP/SP the f i n a l a r b i t e r s of 

build-out- f e a s i b i l i t y . This would be highly undesirable from a 

' We note t h a t PPC's p o t e n t i a l build-out was 32.5 miles 
long, or 11.5 miles longer than the :.l-mile White B l u f f b a i l d -
out. 
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p o l i c y standpoint, given UP/SP's extremely narrow d e f i n i t i o n cf 

f e a s i b i l i t y (see footnote 5 on page 4, ante) — and given that 

r a i l r o a d s who are prospective merger partners always have a 

vested i n t e r e s t i n d e f i n i n g f e a s i b i l i t y as narrowly as possible 

i n order to thwart requests f o r trackage r i g h t s conditions to 

preserve l e g i t i m a t e build-out options.* 

As Mr. Giangrosso notes i n his r e b u t t a l testimony, the 

approach suggested by Entergy would nllow the market to be the 

ult i m a t e a r b i t e r of f e a s i b i l i t y , and i t would not harm the A p p l i ­

cants.- I f the requested trackage r i g h t s condition i s grr.nted, 

and Applicants r e a l l y believe the White Bluffs build-out i s not 

fe a s i b l e , the condition would not ben e f i t Entergy unless the 

buil d - o u t were a c t u a l l y constructed. UP would disregard any 

attempt oy Entergy to use the threat of the build-out i n future 

r a t e negotiations, and Entergy would have to proceed to construct 

the build-out i n order to receive any competitive b e n e f i t from 

the condition because BNSF would not be able to use the trackage 

r i g h t s to access the White B l u f f plant except via the b u i l d - o u t . 

I f the build-out i s not i n fa c t economically f e a s i b l e , i t w i l l 

J 

* This, of course, i s exactly what UP/SP are t r y i n g to do 
wit h respect t o the White B l u f f build-out option. In p a r t i c u l a r , 
t h e i r insistence t h a t s build-out i s not feas i b l e unless the 
shipper has used the tnr e a t of i t i n p r i o r rate negotiations 
completely ignores the r e l a t i o n s h i p between timing and 
opportunity. See Giangrosso Rebuttal V e r i f i e d Statement 
("Rb.V.S.") at 3-7. 

• Giangrosso Rb.V.S. at 13-15. 
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not be b u i l t , BNSF w i l l not gain access to the White B l u f f p l a n t , 

nobody i s hu r t , and the status quo i s maintained. 

Denial of the condition, on the other hand, would 

forever deprive Entergy of the opportunity to pursue the b u i l d -

out option i n order to obtain destination access at White B l u f f 

by a neutral c a r r i e r . Thus, a balancing of the be n e f i t s and 

detriments of Entergy's requested White B l u f f trackage r i g h t s 

c o ndition c l e a r l y favors granting the condition. 

In another context, Applicants have conctded t h a t there 

can be le g i t i m a t e differences of opinion between shippers and 

ra i l r o a d s witn respect to the f e a s i b i l i t y of " ^ a r t i c u ar b u i l d -

outs, and that merging r a i l r o a d s should not have the power to 

resolve such differences i n t h e i r own favor. This i s demonstrat­

ed by Applicants' recent settlement agreement w i t h BNSF and the 

Chemical Manufacturers Association ("CMA Agreement").'" 

Section 13 of the CMA Agreement provides an a r b i t r a t i o n 

remedy to CMA members who have f a c i l i t i e s t h a t are served s o l e l y 

by UP (or SP), and who seek, i n order to obtain t w o - r a i l r o a d 

serv-'ce, the r i g h t t o b u i l d out from such f a c i l i t i e s t o a point 

on the former SP (or UP), as wel l as the associated grant to BNSF 

of trackage r i g h t s necessary to enable BNSF to reach the b u i l d -

out p o i n t . 

Although t h i s a r b i t r a t i o n provision applies t o CMA 

members only, i t s l o g i c haf wider a p p l i c a b i l i t y . This i s recog-

'° The CMA Agreement i s included as an Attachment i n Volume 
1 of Applicants' Rebuttal. 
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nized by Dr. Joseph K a l t , an economic expert whose testimony 

appears i n Volume I I of BNSF's Response to Inconsistent and 

Responsive Applications, etc., f i l e d on A p r i l 29, 1996 (BN/SF-

55). At pages 8-9 of his V e r i f i e d Statement, Dr. Kalt describes 

the CMA Agreement's build-out a r b i t r a t i o n p rovision as 

"specifying a process . . . to ensure appropriate access by 

BN/Santa Fe to pa r t i e s wx;.h v a l i d b u i l d - i n claims." Dr. Kait 

goes on to state that the a r b i t r a t i o n procedures of the CMA 

Agreement, combined w i t h the omnibus clause i n Section 8 ( i ) of 

the BNSF Settlement Agreement, "ensure t h a t , however the set of 

UP/SP [ 2 - t o - l ] points u l t i m a t e l y i s defined, "BN/Santa Fe has 

r i g h t s of competitive access to a l l such points." F i n a l l y , Dr. 

Kalt lauds, from a pub l i c - p o l i c y perspective, a neu t r a l mechanism 

to resolve disputes over whether a shipper wi t h a build-out 

option should be treated as a 2-to-l shipper and protected w i t h 

replacement service from BNSF. ( I d . at 9 . ) 

The p u b l i c - p o l i c y considerations c i t e d by Dr. Kalt are 

not l i m i t e d to CMA members, who alone would b e n e f i t from the CMA 

Agreement's build-out a r b i t r a t i o n provision. Applicants them­

selves appear to recognize t h i s . In t h e i r b r i e f discussion of 

the CMA Agreement's a r b i t r a t i o n provision on page 20 of Volume 1 

of t h e i r Rebuttal, Applicants state: "Should the Board f i n d 

cause to do so. Applicants are prepared to extend t h i s remedy to 

other shippers as w e l l . " 

The a r b i t r a t i o n provision of the CMA Agreement, i f 

extended to cover non-CMA members such as Entergy, at least 
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provides an independent forum f c r future r e s o l u t i o n of disputes 

concerning build-out f e a s i b i l i t y . ' * However, because Entergy 

has already made a prima facie showing th a t the White B l u f f 

build-out i s f e a s i b l e , as PPC did i n the BN/Santa Fe merger 

proceeding, i t should be accorded the same trackage r i g h t s r e l i e f 

granted to PPC "to maintain [Entergy's] current competitive 

s i t u a t i o n as respects the [White B l u f f ] b u i l d - o u t . " 

BN/Santa Fe. at 98. 

At page 149 of Volume 1 of t h e i r Rebuttal, Applicants 

claim t h a t Entergy wants the Board to " f r e e l y condition the 

merger on the preservation of a l l possible b u i l d - i n options." 

That i s simply not the case. Entergy believes the Board should 

grant a trackage r i g h t s condition i n a build-out s i t u a t i o n only 

whe'-e the shipper has made a prima f a c i e case of f e a s i b i l i t y . ' ^ 

Granting Entergy's requested condition thus w i l l not open the 

" I f the Board determines t h a t the CMA Agreement's 
a r b i t r a t i o n p r ovision should be extended t o include non-CMA 
members, i t should also require a more s p e c i f i c standard of 
a r b i t r a t i o n than simply "the p r i n c i p l e s w i t h regard to b u i l d - i n s 
a r t i c u l a t e d by the I n t e r s t a t e Commerce Commission i n [BN/Santa 
Fe]." A more appropriate standard would be simply to require the 
shipper tc make a prima f a c i e showing of f e a s i b i l i t y . This 
standard would minimize the need f o r an extensive e v i d e n t i a r y 
proceeding before the Board, i n v o l v i n g the presentation of 
de t a i l e d (and l i k e l y c o n f l i c t i n g ) engineering studies and cost-
benefit analyses. I t would also allow the marketplace to deter­
mine ul t i m a t e f e a s i b i l i t y , because BNSF would n o t ' a c t u a l l y obtain 
access t o any f a c i l i t y v i a the trackage r i g h t s provided f o r i n 
the CMA Agreement u n t i l the build-out i s a c t u a l l y constructed. 

This appears to cover only a few shipper f a c i l i t i e s i n 
add i t i o n to Entergy's White B l u f f plant. See the discussion of 
p o t e n t i a l build-outs at pp. 150-64 of Volume 1 of Applicants' 
Reouttal. 
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door to large numbers of spurioxis build-out claims, as Applicants 

apparently fear. 

In summary, Entergy's requested trackage r i g h t s condi­

t i o n i s c l e a r l y necessary to preserve i t s White B l u f f b u i l d - o u t 

option, has been c a r e f u l l y t a i l o r e d to meet the p r i n c i p l e s 

established by the ICC --egarding build-outs i n BN/Santa Fe, and 

meets the appropriate c r i t e r i a f o r e s t a b l i s h i n g f e a s i b i l i t y . 

I I . A Trackage Rights Condition i s Also Necessary to 
Preserve Entergy's Present Competitive Routing 
Options f o r Coal Movements to the Nelson St a t i o n . 

GSU's Nelson plant, which also burns SPRB coal t h a t can 

be o r i g i n a t e d by e i t h e r UP or BNSF, i s presently captive at 

de s t i n a t i o n to the Kansas City Southern Railway Company ("KCS"). 

However, a build-out from the Nelson plant to a connection w i t h 

SP's Houston-New Orleans l i n e j u s t west of Lake Charles, LA, i s 

presently i n progress.'^ 

In t h e i r A p r i l 29 Rebuttal f i l i n g , Appl.Lcartts assert 

t h a t the proposed merger w i l l not adversely a f f e c t the competi­

t i v e s i t u a t i o n at Nelson because i t w i l l be served by two r a i l 

c a r r i e r s when the Nelson spur i s completed, a s i t u a t i o n t h a t 

w i l l not be af f e c t e d by the merger. Applicants' witnesses also 

claim t h a t the merger w i l l benefit Nelson by converting one of 

the a v a i l a b l e i n t e r l i n e routes to a new s i n g l e - l i n e route.'* 

'̂  Construction of t h i s 4-mile buil d - o u t , known as the 
Nelson spur, began i n December of 19 95, w i t h completion scheduled 
fo r October of 1996. 

" Nock V.S. a t 46-48; Sharp V.S. at 18-19. 
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Entergy's Witnesses Giangrosso and Weishaar respond i n 

I d e t a i l t o these claims i n t h e i r r e b u t t a l testimony, and they 

demonstrate t h a t the competitive rou t i n g options f o r Nelson coal 

th a t would otherwise be available upon completion of the Nelson 

spur would be reduced, to Entergy's detriment, as a r e s u l t of a 

UP/SP merger." 

Applicants' basic premise i n challenging the need f o r a 

trackage r i g h t s condition at Nelson i s that i f a u t i l i t y power 

plant i s served by two r a i l c a r r i e r s , i t has a l l the intramodal 

competition i t needs and cannot s u f f e r a loss of competition by a 

• merger i n v o l v i n g one of these c a r r i e r s . As demonstrated by 

Messrs. Giangrosso and Weishaar, t h i s premise i s demonstrably 

f a l s e i n the case of Nelson. 

The s i t u a t i o n Entergy expected when i t committed 

s u b s t a n t i a l c a p i t a l funds to construction of the Nelson spur was 

as f o l l o w s . Two des t i n a t i o n c a r r i e r s would be able to d^^liver 

coal t o the Nelson plant (KCS and SP), neither of which could 

c o n t r o l the through movement because two separate c a r r i e r s (BNSF 

and UP) would serve the SPRB mine o r i g i n s . The two d e s t i n a t i o n 

c a r r i e r s would serve the plant from d i f f e r e n t gateway connections 

w i t h the o r i g i n a t i n g c a r r i e r s : Kansas Cit y i n the case of KCS, 

and Fort Worth i n the case of SP. The two o r i g i n a t i n g c a r r i e r s 

each could tr a n s p o r t coal from the mines to e i t h e r Kanse.'- City or 

Fort Worth, and tnus could interchange with e i t h e r KCS or SP f o r 

the d e s t i n a t i o n p o r t i o n of the movement to Neison. Since the 

j 

y^ 

) 

y 

'̂  Giangrosso Rb.V.S. at 15-19; Weishaar Rb.V.S. at 10-13, 

-12-



"1 

four c a r r i e r s able to p a r t i c i p a t e i n the movement would a l l be 

independent of each other, Entergy would thus have the a b i l i t y to 

mix and match four competitive routing combinations to obtain the 

best delivered t r a n s p o r t a t i o n price. 

Based on representations by BNSF marketing o f f i c i a l s , 

Entergy also expected BNSF to be more competitive v i a the Fort 

Worth gateway than v i a the Kansas City gateway, due to i t s longer 

haul from the mines to Fort Worth.'* Entergy also expected SP 

to be very competitive with ::CS fo r the d e l i v e r y p o r t i o n of the 

movement, regardless of which of the two o r i g i n a t i n g c a r r i e r s 

transported the coal from the mines to Fort Worth.'^ 

The proposed UP/SP merger would change the competitive 

p i c t u r e d r a s t i c a l l y . Nelson's competitive r o u t i n g options would 

e f f e c t i v e l y be reduced from four to two — the e x i s t i n g BN-KCS 

route via Kansas C i t y , and a s i n g l e - l i n e UP route. Moreover, 

Entergy would lose the benefit of the most competitive route 

i n v o l v i n g BNSF as the o r i g i n a t i n g c a r r i e r , which i s the BNSF-SP 

route via Fort Worth. 

Applicants' Witness Nock claims t h a t an i n t e r l i n e BNSF 

ro u t i n g v i a Fort Worth would not be l o s t a f t e r the merger, 

because UP would quote Entergy a proportional rate from Fort 

) 

'* Giangrosso V.S. i n ESI-12, at 21-23. 

'̂  In f a c t , bidding for incremental Nelson coal tonnage i n 
the summer of 1995, predicated on SP's a b i l i t y t o serve the 
de s t i n a t i o n v i a the Nelson spur, indicated that SP was much more 
aggressive i n competing f o r t h i s tonnage than KCS, and tha t SP 
was i n d i f f e r e n t as t o which o r i g i n a t i n g c a r r i e r delivered the 
coal to i t a t Fort Worth. I d . at 17-19. 
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Worth to d e s t i n a t i o n i f requested to do so by Entergy. (NocK 

V.S. at 47.) This claim i s disingenuous, however. The issue i s 

not whether UP would o f f e r a rate from Fort Worth, but whether 

such a rate would be competitive -- that i s , whether the rate 

would be low enough to make an i n t e r l i n e BNSF-UP routing v i a Fort 

Worth competitive w i t h e i t h e r UP's s i n g l e - l i n e route or the 

e x i s t i n g BNSF-Kansas City-KCS route. Common sense t e l l s t h a t UP 

would not o f f e r a competitive rate from the Fort Worth gateway, 

because to do so would be to short-haul i t s e l f . ' * 

UP's actions with respect to another SPRB coal movement 

where i t has a s i n g l e - l i n e haul confirm that UP would not volun­

t a r i l y o f f e r BNSF a competitive p r o p o r t i o n a l rate from Fort Worth 

f o r the d e s t i n a t i o n p o r t i o n of the Nelson movement. See No. 

41626, MidAmerican Energv Co. v. Union P a c i f i c R. Co., complaint 

served September 27, 1995 ("MidAmerican"). In that case, UP 

(which e x c l u s i v e l y serves MidAmerican's plant at Sergeant B l u f f , 

IA) refused Mid American's request for a u n i t - t r a i n coal rate 

applicable to the f i n a l 90 miles of the movement between Council 

B l u f f s , IA and the plant that could be used i n co.ibination with a 

BNSF rate from the SPRB mines to Council B l u f f s . MicLAmerica then 

f i l e d a complaint challenging the reasonableness of UP's e x i s t i n g 

l o c a l t a r i f f rate of $72.20 per ton applicable on coal movements 

between Council B l u f f and Sergeant B l u f f . UP subsequently moved 

'* UP's length of haul from Fort Worth to Nelson would be 
only 428 miles, compared to 1,747 miles f o r i t s s i n g l e - l i n e 
route. Moreover, BNSF's long haul i s t o Fort Worth, and BNSF 
would be a much more dangerous competitor (from UP's point of 
view) v i a Fort Worth than via Kansas Ci t y . 

-14-



to dismiss MidAmerican's complaint on the ground that the Board 

cannot require UP to short-haul i t s e l f i n t h i s manner. (See UP 

Motion to Dismiss, f i l e d November 15, 1995.) 

UP's p o s i t i o n i n the MidAmerican case demonstrates t h a t 

i t would not o f f e r a rate f o r the d e s t i n a t i o n p o r t i o n of the 

Nelson coal movement at a level low enough to allow another 

o r i g i n a t i n g c a r r i e r to be competitive v i a an i n t e r l i n e r e u t e . " 

Applicants also assert that granting the requested 

trackage r i g h t s condition would improve Nelson's competitive 

s i t u a t i o n by g i v i n g i t two competing s i n g l e - l i n e routes, compared 

to none today (and one a f t e r the UP/SP merger"). However, the 

proper comparison i s with the four competitive r o u t i n g options 

th a t would be ava i l a b l e i n the absence of the merger. I f the 

merger i s approved without the condition, Entergy's r o u t i n g 

options would be reduced from four to two (one s i n g l e - l i n e route 

vi a Fort Worth and one i n t e r l i n e route v i a Kansas C i t y ) , and the 

most competitive i n t e r l i n e route (BN-SP v i a Fort Worth) would be 

foreclosed as a p r a c t i c a l matter. 

The only way to preserve a l e v e l playing f i e l d between 

at l e a s t two competitive routing options f o r Nelson coal i s t o 

impose a condition granting an independent c a r r i e r access t o the 

See, also. Docket No. 41191, West Texas U t i l i t i e s 
Company v. Bur l i n t o n Northern Railroad Company, Decision served 
May 3, 19^6, where the Board noted at page 11 that a bottleneck 
c a r r i e r can pri c e i t s portion of a possible i n t e r l i n e coal 
movement at a high enough l e v e l to preclude e f f e c t i v e 
competition. Although KCS also serves the Nelson p l a n t , UP's 
post-merger p o s i t i o n with respect to an i n t e r l i n e BNSF r o u t i n g 
vi a Fort Worth would be analogous to that of a bottleneck 
c a r r i e r . 
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Nelson spur v i a trackage r i g h t s over a por t i o n of SP's Houston-

New Orleans l i n e . The most obvious candidate f o r these trackage 

r i g h t s i s B.H'^F, because i t i s already being granted overhead 

trackage r i g h t s over the same SP l i n e under i t s Settlement 

Agreement w i t h Applicants. The r e s u l t would indeed be the 

creation of a second s i n g l e - l i n e route, but t h i s would s t i l i i . 

leave Nelson w i t h only two con.petitive routes compared to the 

four t h a t woula be available i n the absence of the merger. 

Accordingly, Entergy submits th a t Applicants have 

f a i l e d to rebut Entergy's showing th a t i t s proposed Nelson 

trackage r i g h t s condition i s necessary to prevent the loss of 

s i g n i f i c a n t competitive options that Nelson would otherwise have 

i n the absence of the merger. 

Respectfully submitted, 

ENTERGY SERVICES, INC. and i t s 
a f f i l i a t e s ARKANSAS POWER & 
LIGHT COMPANY AND GULF STATES 
UTILITIES COMPANY 

By: Wayne Anderson 
General Attorney-Regulatory 
Entergy Services, Inc. 
Mail Unit L-ENT-26E 
631 Loyola Avenue 
New Orleans, LA 70013 

C. Michael Loftus 
Christopher A. M i l l s 
Andrew B. Kolesar I I I 
P a t r i c i a E. Kolesar 
1224 Seventeenth Street, N.W. 
Washington, D.C. 20036 
(202) 347-7170 

Their Attorneys 

OF COUNSEL: 

Slover & Loftus 
1224 Seventeenth Street, N.W, 
Washington, D.C. 20036 

Dated: May 14, 1996 
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REBUTTAL VERIFIED STATEMENT 
OF 

ROY A. GIANGROSSO 

I n t r o d u c t i o n 

My name i s Roy A. Giangrosso. I am the D i r e c t o r , Coal 

Supply f o r Entergy Services, Inc. ("ESI"), wit h o f f i c e s a t 350 

Pine Street, Beaumont, Texas 77701. My background and 

q u a l i f i c a t i o n s are set f o r t h i n my V e r i f i e d Statement submitted 

w i t h the Comments of ESI and i t s a f f i l i a t e s Arkansas Power & 

Light C'-inpany ("AP&L') and Gulf States U t i l i t i e s Company ("GSU") 

( c o l l e c t i v e l y "Entergy") f i l e d on March 29, 1996 (ESI-12).' 

' AP&L's name was recently changed to Entergy Arkansas, 
Inc., and GSU's name was recently changed to Entergy Gulf States, 
Inc. For ease of reference, I w i l l continue to use the acronyms 
ind i c a t e d i n the t e x t . 



The purpose of t h i s Rebuttal V e r i f i e d Statement i s to 

respond to the r e b u t t a l testimony of c e r t a i n of Applicants' 

witnesses concerning the trackage r i g h t s conditions sought by 

Entergy i n i t s Responsive Application (ESI-14), the need f c r 

which i s explained i n d e t a i l i n Entergy's March 29 Comments. 

S p e c i f i c a l l y , I w i l l respond to the V e r i f i e d Statements of 

Applicants' Witnesses Hutton, Nock, Sansom and Sharp i n Volume 2 

of Applicants' Rebuttal (UP/SP-231) concerning the e f f e c t s of the 

proposed merger on competition for the movement of coal to the 

White B l u f f and Nelson Stations, the alleged n o n - f e a s i b i l i t y of 

the White B l u f f b u i l d - o u t , and the need f o r a^condition to 

preserve Entergy's present competitive coal d e l i v e r y options at 

Nelson. 

I I . The White B l u f f Station 

In my e a r l i e r V e r i f i e d Statement i n ESI-12, I indicated 

t h a t AP&L's White B l u f f plant i s presently captive to UP at 

d e s t i n a t i o n , and has a p o t e n t i a l build-out to the SP̂  at Pine 

B l u f f , AR, that would be rendered meaningless by the UP/SP merger 

absent a trackage r i g h t s condition preserving access to White 

B l u f f by another r a i l c a r r i e r v i a the b u i l d - J u t . I also 

i n d i c a t e d the basis f o r Entergy's conclusion — reached before 

the proposed merger was announced -- that the buil d - o u t was a 

.1 

^ In my r e b u t t a l testimony I w i l l r e f e r t o Southern P a c i f i c 
Transportation Company/St. Louis Southwestern Railway Company as 
"SP", Union P a c i f i c Railroad Company/Missouri P a c i f i c Railroad 
Company as "UP", and Burlington Northern Santa Fe Corporation and 
i t s r a i l s u bsidiaries as "BNSF". 
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f e a s i b l e option t h a t would be pursued when Entergy's present 

contractual commitments to UP expire. 

A. F e a s i b i l i t y of the White B l u f f Build-out 

In t h e i r A p r i l 29 r e b u t t a l testimony, UP/SP's witnesses 

claim t h a t the White B l u f f build-out i s not i n f a c t f e a s i b l e , and 

t h a t Entergy i t s e l f knows (or should know) t h i s . The primary 

reason asserted f o r t h i s claim i s that Entergy has never used the 

t h r e a t of the build-out i n any rate negotiations w i t h UP, and 

di d not discuss the build-out with UP u n t i l a f t e r the merger 

announcement l a s t August. This c r i t i c i s m e n t i r e l y misses the 

mark. The timing of the f i r s t build-out discussions wi t h the 

r a i l r o a d s i s e n t i r e l y consistent with the timing of Entergy's 

opportunity to make use of a build-out. 

As I explained ir. my V e r i f i e d Statement i n ESI-12, 

Entergy's i n v e s t i g a t i o n of the White B l u f f option was i n the 

e a r i y stages when ti.e proposed merger was announced l a s t summer. 

A l l of the White B l u f f coal tonnage i s 

, and there was no reason to pursue the 

build-out option (or attempt to use the t h r e a t of t h i s option i n 

negotiations with UP) e a r l i e r , because the option cannot be used 

u n t i l at the e a r l i e s t . 

C e r t a i n l y , a more exhaustive analysis would need to 

be conducted before Entergy decides to proceed wit h actual 

construction of the b u i l d - o u t . However, the p o i i t i s that we 

reached our pre l i m i n a r y conclusion t h a t the spur was a f e a s i b l e 

option t h a t should be pursued early l a s t summer (before we had 
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any knowledge th a t UP and SP intended to merge). This provided 

ample lead time to condu : t a more thorough analysis, and to 

proceed w i t h the build-out (as well as use the threat of i t i n 

negotiations w i t h UP) as the time approaches when tonnage w i l l 

become av a i l a b l e for movement via SP. 

UP/SP's witnesses claim that Entergy's timing i s 

suspect i n view of the proposed merger. However, the f a c t i s 

that Entergy does not have the opportunity to use a build-out to 

provide competition f o r UP at White B l u f f u n t i l , 

a f t e r i t s present contractual commitment 

expires. Moreover, Entergy was on 

record, before i t had any i n k l i n g of the proposed merger, t h a t 

the White B l u f f build-out was a competitive option t h a t i t would 

pursue when tonnage i s available f o r movement via SP. As I 

indicated i n my e a r l i e r V e r i f i e d Statement i n ESI-12, Dan Gray of 

my s t a f f raised the subject with SP i n a telephone c a l l i n June 

of 1995, and i t was discussed during the course of a meeting w i t h 

SP (which Mr. Gray and I both attended) on July 11, 1995. That 

meeting occurred more than three weeks before the merger 

announcement on August 4, 1995.-' 

^ During my deposition i n t h i s proceeding, I was asked 
whether r thought, a"t the time of the July 11 meeting, th a t a 
merger between UP and SP might be i n the works. My answer was 
(and i s ) t h a t I had no knowledge of the proposed merger at tha t 
time. T r a n s c r i p t , p. 63. (Relevant excerpts from the t r a n s c r i p t 
of my deposition testimony are included i n the Appendix, and are 
re f e r r e d to herein as "Transcript, p. " ) . 
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SP's Witness r?utton, who attended the July 11 meeting 

on behalf of SP, states at page 30 of his V e r i f i e d Statement that 

he has no r e c o l l e c t i o n of any discussion of a White B l u f f b u i l d -

out at tha t meeting. However, he admits SP has no notes of the 

meeting. Mr. Gray of my s t a f f did take notes of the meeting, and 

he also wrote a contemporaneous memorandum of the meeting. Both 

Mr. Gray's notes and his meeting memorandum c l e a r l y show that a 

r a i l spur from the White B l u f f plant to Pine B l u f f , which would 

provide SP with an opportunity to transport about tons 

per year beginning i n , was discussed. Copies of Mr. Gray's 

notes and meeting memorandum are attached as tny E x h i b i t RAG-3. 

On page 30 of his testimony, Mr. Hutton states that 

e a r l i e r , during the UP/CNW co n t r o l proceeding, Entergy had been 

u n w i l l i n g to support a p o t e n t i a l request by SP f o r access to the 

White B l u f f plant by trackage r i g h t s over UP. However, t h i s i s 

not i n the least inconsistent w i t h Entergy's desire f o r competi­

t i v e access by SP v i a a build - o u t . 

Before i t was approached by SP during the UP/CNW 

co n t r o l case, Entergy had concluded thet UP's a c q u i s i t i o n of CNW 

would not adversely a f f e c t coal movements to the White B l u f f and 

Independence plants. Entergy would s t i l l have access to ti.o r a i l 

c a r r i e r s at o r i g i n (UP and BNSF), and because CNW was the o r i g i n 

c a r r i e r only, i t s a c q u i s i t i o n by UP would not r e s u l t i n any 

change i n the competitive s i t u a t i o n at de s t i n a t i o n . When Entergy 

was approached by SP, we indicated t h a t we did not see how the 

UP/CNW c o n t r o l case had anything to do with possible SP access to 
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White B l u f f v i a trackage r i g h t s over UP. Accordingly, we t o l d SP 

that we d i d not thi n k Entergy's support f o r a possible SP request 

f o r trackage r i g h t s i n the UP/SP con t r o l proceeding would be 

e i t h e r appropriate or credible. 

UP's Witness Nock states at pages 43-45 of his V e r i f i e d 

Statement that Entergy never used the threat of a bui l d - o u t i n 

various discussions beginning i n 1991 concerning the rates and 

other contract terms applicable tc the movement of coal to AP&L's 

White B l u f f and Independence plants, and that t h i s demonstrates 

tha t Entergy d i d not regard the build-out as vi a b l e . ' Again, 

however, t h i s i s a matter of timing and opportunity. 

Entergy's contractual arrangements w i t h UP are 

described at pages 6-8 of my V e r i f i e d Statement i n ESI-12. The 

base contract with UP was signed i n 1983. The i n t e r i m c o n t r a c t , 

which governs present coal shipments to AP&L's White B l u f f and 

Independence plants, was negotiated i n . The subsequent 

discussions, including i n p a r t i c u l a r those i n l a t e 1994 and 1995 

re f e r r e d to by Mr. Nock, did not involve any attempt to lower the 

rates applicable under the i n t e r i m contract, as Mr. Nock 

erroneously suggests. The only issue under negotiation was 

(Entergy was i n 

the process of deciding whether to convert the AP&L coal r a i l c a r 

' I f i n d - i n t e r e s t i n g that Mr. Nock, who has never had 
any d i r e c t res o n s i b i l i t y f o r the Entergy account to my know­
ledge, and whc- d i d not p a r t i c i p a t e i n any of these discussions, 
i s the only in-house UP spokesperson on these issues. 
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f l e e t from s t e e l to aluminum.) Since a l l of the coal require­

ments of both the White B l u f f and Independence plants were 

committed to UP through under the i n t e r i m contract, 

Entergy had no opportunity t o seek any rate reductions u n t i l that 

contract expired. Thus, i t had no reason to discuss a White 

B l u f f build-out during the 1994-95 discussions r e f e r r e d to by 

Mr. Nock. 

Mr. Nock's assertion on page 44 of his testimony that 

AP&L di d threaten UP w i t h the prospect of bringing i n coal by 

barge to White B l u f f during "contract negotiations" i s f l a t l y 

wrong. There were no contract negotiations w i t h UP i n which 

barge d e l i v e r i e s were mentioned, so Mr. Nock's statement that 

"[w]e took AP&L's threats about barge t r a f f i c s e r i o u s l y , and they 

a f f e c t e d our rate negotiations" i s absurd.' 

The only context i n whicn barge d e l i v e r i e s were ever 

mentioned t o UP occurred i n mid-1994, when UP was encountering 

severe service problems i n transporting SPRB coal to AP&L's power 

plan t s , which caused coal inventories at the plants to decline to 

dangerously low l e v e l s . At that time, we advised UP and CNW 

(which had not yet been acquired by UP, and which was the 

o r i g i n a t i n g c a r r i e r ) t h a t the White B l u f f and Independence plants 

were running dangerously low on coal due to UP's i n a b i l i t y to 

d e l i v e r a l l the coal these plants needed. We also t o l d UP and 

^ Again, I note t h a t Mr. Nock was not personally involved 
i n any of these negotiations or discussions. He d i d not attend 
any of the meetings i n which these kinds of matters were 
discussed between Entergy and UP. 
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CNW t h a t , notwithstanding the commitment under the 

i n t e r i m contract, we had to look at other options f o r a d d i t i o n a l 

coal d e l i v e r i e s including ( i ) alternate r a i l routings i n v o l v i n g 

BNSF as the o r i g i n a t i n g c a r r i e r , and ( i i ) a possible r a i l - b a r g e 

r o u t i n g via BNSF from the mines to the St. Louis area and barge 

from St. Louis to White B l u f f via the M i s s i s s i p p i and Arkansas 

Rivers. This s i t u a t i o n was temporary, and i t d i d not involve any 

contract or rate negotiations. I t was the only occasion on which 

possible barge d e l i v e r i e s of coal to White B l u f f were mentioned 

to UP. 

At page 4 3 of his testimony, Mr. No'tk also r e f e r s to 

what he describes as "discussions and informal consultations" 

between UP and Entergy during the f i r s t h a l f of 1995 over the 

meaning of the p a r t i e s ' agreement to 

Again, these 

discussions did not involve any attempt to negotiate any actual 

rates f o r a p p l i c a t i o n when the i n t e r i m contract expires. 

As I explained during my deposition i n t h i s proceeding, 

i n the o r i g i n a l i n t e r i m contract the pa r t i e s agreed 

In e a r l y 1995, as a part of the amend­

ment to the i n t e r i m contract to implement the p a r t i e s ' agreement 
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as to , 

Entergy proposed t h a t the parties 

S p e c i f i c a l l y , I proposed th a t the part i e s 

UP refused t o 

agree to t h i s , which indicated to me 

th a t 

F i n a l l y , UP/SP's witnes s point t o the 10-year gop 

between i n i t i a l consideration of a build-out "from the Nelson 

Station and the s t a r t of construction of the Nelson spur as 

somehow proving t h a t the White B l u f f build-out i s not fe a s i b l e . 

However, t h i s gap a c t u a l l y proves my point about the r e l a t i o n s h i p 

between timing and opportunity. Because the Nelson tonnage was 

co n t r a c t u a l l y committed through , GSU d i d not discuss the 

Nelson spur w i t h any of the railr o a d s involved u n t i l -- or 

four years a f t e r i n i t i a l consideration of the concept, and f i v e 

years before tonnage would become available. Agreement was 

reached on a contract extension a' rec -ed rates (due 

' UP's r e f u s a l t o consider 
confirms that access to White B l u f f by 

another r a i l c a r r i e r would r e s u l t i n a s i g n i f i c a n t reduction from 
the present r a i l r a t e s , which average per ton, or about 

m i l l s per ton-mile. UP/SP have not challenged Entergy's 
assessment t h a t t w o - c a r r i e r access at de s t i n a t i o n would r e s u l t i n 
fu t u r e rates of per ton-mile. 
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to the t h r e a t of the buil d - o u t ) i n -- or years a f t e r 

the build-out was f i r s t considered. 

Thus, the timing of the Nelson bu i l d - o u t , f a r from 

undermining the f e a s i b i l i t y of the White B l u f f b u i l d - o u t , 

a c t u a l l y confirms i t . Moreover, the experience gained by Entergy 

wit h respect to the Nelson build-out w i l l bt useful i n connection 

wit h the White B l u f f buuld-out. Once a f i n a l decision i s made to 

pursue the p r o j e c t -- which w i l l depend l a r g e l y on whether the 

UP/SP merger i s approved, and i f so, whether the trackage r i g h t s 

condition requested by Entergy i s granted — I would expect i t to 

be brought to f r u i t i o n much more quickly thartvthe Nelson p r o j e c t . 

A second reason advanced by UP/SP's witnesses i n t h e i r 

attempt to show tha t the White B l u f f build--out i s not feasible i s 

that Entergy has underestimated the build-out's construction 

cost, which casts doubt on i t s econo.uic v i a b i l i t y . The UP/SP 

witnesses have estimated the construction cost to be between $45 

m i l l i o n (Sansom V.S., pp. 54-55) and $60 m i l l i o n (Nock V.S., 

p. 45), co.mpared with Entergy's estimate of approximately $21 

m i l l i o n , or $1 m i l l i o n per mile. 

Entergy's construction cost estimate was a preliminary 

one, based on information i t received from an o f f i c i a l i n UP's 

Operating Department, among others, as to general r a i l l i n e 

construction costs (see Transcript, p. 49). I t was confirmed by 

a b r i e f i n s p e c t i o n of the route by a member cf Entergy's 

engineering department which revealed no major impediments to 
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construction.* I t may w e l l be that the actual construction cost 

w i l l exceed $1 m i l l i o n per mile — j u s t as i t may w e l l be that 

the rate savings r e s u l t i n g from two-carrier acceas t o White B l u f f 

w i l l exceed $2.00 per ton. However, i t i s h i g h l y u n l i k e l y that 

the construction cost w i l l approach the staggering numbers 

propounded by UP/SP's witnesses. Their estimates, which 

themselves d i f f e r by $15 m i l l i o n , were prepared f o r the s p e c i f i c 

purpose of re b u t t i n g Entergy's March 29 presentation, and f o r 

-his reason alone are high l y suspect. 

B. Barge Transportation of Coal to White B l u f f . 

UP/SP's Witness Sansom suggests at "^ages 52-56 of his 

testimony that barge tr a n s p o r t a t i o n of coal to White B l u f f via 

the Arkansas River i s " c l e a r l y f e a s i b l e , " and t h a t a ra i l / b a r g e 

option would be more economic than the r a i l b u i l d - o u t option.^ 

Dr. Sansom's testimony contains a chart, at page 56, purporting 

to demonstrate t h i s . 

* See Transcript, Exhibit 2, which i s a suimnary of the 
engineer's v i s u a l inspection of the route. Mr. Nock states at 
page 4 5 of his testimony t h a t a major bridge would be required to 
cross an i n t e r s t a t e highway. In f a c t , the l i n e wouid have to 
cross one federal-aid highway, which i s not an i n t e r s t a t e . We 
would expect to be able to cross t h i s highway at grade, as i s 
being done with the highway crossings f o r the Nelson spur. 

' Mr. Sharp also states, at pages 19-20 of his r e b u t t a l 
testimony, that I acknowledged i n my deposition t h a t r a i l - b a r g e 
service from BNSF o r i g i n s i s feasible and has been rejected only 
as a short-term option. This i s i n c o r r e c t ; I expressly indicated 
t h a t although t h i s option WL-̂  i n i t i a l l y considered as a remedy 
fo r a short-term problem (UP's i n a b i l i t y t o d e l i v e r s u f f i c i e n t 
coal i n the f i r s t h a l f of 1994), the analysis conducted by 
Entergy was based on long-term commitments, and showed tha t the 
r e s u l t would be an increase i n the delivered cost of coal to the 
White B l u f f plant. (See Transcript, p. 63.) 
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Dr. Sansom's numbers underestimate the barge and 

t r a n s f e r (onload/offload) costs, and his r a i l cost i s based on 

erroneous (understated) r a i l mileage from the SPRB to M i s s i s s i p p i 

River barge t r a n s f e r terminals i n the St. Louis area (the most 

l i k e l y point of t r a n s f e r of coal from r a i l t o barges.) In 

ad d i t i o n , he ignores the p r a c t i c a l d i f f i c u l t i e s of bcrging 

s i g n i f i c a n t volumes of western coal to the White Blu f plant. 

M i s s i s s i p p i River barge tows have to be broken up when entering 

the mouth of the smaller Arkansas River, which adds to the 

barging cost. Also, the Arkansas River i s not open to barge 

t r a f f i c during c e r t a i n periods of the year due to high water 

lev e l s and rapid c rrents. 

Entergy investigated the p o s s i b i l i t y of moving coal to 

White B l u f f v i a r a i l / b a r g e i n considerable depth i n mid-1994, 

when UP was f a i l i n g t o meet i t s contract d e l i v e r y o b l i g a t i o n s and 

AP&L's plants were running low on coal. During t h i s period, 

Entergy obtained both short and long term r a t e quotations from 

several barge companies, as well as from BNSF. I am attaching, 

as E x h i b i t RAG-4, a summary of various r a i l / b a r g e delivered-cost 

estimates made by Entergy during 1994. These estimates were 

based on both actual r a i l and barge rate quotations and on the 

lowest known rates, and the delivered costs ranged from 

Even the lowest of 

these estimates exceeds Dr. Sansom's t h e o r e t i c a l estimate of the 

deliv e r e d cost f o r an a l t e r n a t i v e a l l - r a i l r o u t i n g to White B l u f f 

v i a BNSF-SP of per ton. 
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Dr. Sansom states that the lowest p r i c e f o r a r a i l / 

barge movement of SPRB coal to White B l u f f shown i n Entergy's 

documents i s per ton. His use of t h i s number, which i s 

re f l e c t e d i n Exhibit RAG-4, i s very misleading. I t i s simply a 

"rough estimate" of the cost of rail / b a r g e t r a n s p o r t a t i o n v i a 

Memphis by a BN marketing person during a May, 1994 telephone 

c a l l to Mr. Gray of my s t a f f . This "rough estimate" includes 

only f o r the t o t a l cost of barge t r a n s p o r t a t i o n , which does 

not consider e i t h e r t r a n s f e r costs or the c a p i t a l cost of 

constructing barge unloading and conveyor f a c i l i t i e s at White 

B l u f f . In f a c t , when the estimate was receiv"ed by Mr. Gray, he 

noted that i t was meaningless because there i s no barge t r a n s f e r 

f a c i l i t y at Memphis capable of handling large-volume coal 

movements, and that BN's barge cost estimate was out of l i n e w i t h 

actual rate proposals by several barge companies.'° 

In short, Entergy has never viewed the r a i l / b a r g e 

"option" as a meaningful one that would provide competitive 

leverage i n any rate negotiations with UP. To my knowledge, t h i s 

option was not mentioned during the negoti=»tion of tha i n t e r i m 

contract w i t h CNW/UP i n 1989-90. 

C. The Market Should Determine F e a s i b i l i t y . 

On a more fundamental l e v e l , UP/SP appear to believe 

they alone should be the ones to decide whether Entergy's 

proposed White B l u f f build-out i s f e a s i b l e . To me, t h i s i s 

i 

'° A copy of Mr. Gray's contemporaneous note i s attached as 
my Exhibit RAG-5. 
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h i g h l y undesirable from a public p o l i c y standpoint. I t i s also 

: inconsistent w i t h UP/JP's recently-announced p o s i t i o n on 

p o t e n t i a l build-outs by other shippers i n t h i s proceeding, whic.i 

acknowledges th a t there can be legitimate differences of opinion 

as to the f e a s i b i l i t y of p a r t i c u l a r build-outs. 

In t h e i r settlement agreement wit h the Chemical 

Manufacturers Association ("CMA ' ), UP/SP have provided an 

a r b i t r a t i o n remedy f o r chemical shippers where there i s a dispute 

as to whether a p a r t i c u l a r build-out i s f e a s i b l e . " The CMA 

approach i s b e t t e r than allowing the r a i l r o a d s to be the sole 

a r b i t e r s of t h i s question, which i s UP/SP's p o s i t i o n with respect 

, to White B l u f f . The best s o l u t i o n , however, i s to l e t the market 
i 

* make t h i s determination. 

j I f UP/SP are t r u l y convinced t h a t the White B l u f f 

build-out option i s not feasible, I f a i l to see how they would be 

I harmed by imposition of the condition requested by Entergy. The 

proposed White B l u f f trackage r i g h t s condition was c a r e f u l l y 

) t a i l o r e d to be consistent with the conditions designed by the ICC 

j i n the BN/Santa Fe merger case to preserve competition f o r two 

shippers w i t h build-out options. BNSF would be able to use the 

I requested trackage r i g h t s only to the point (Pine B l u f f , AR) at 

which the b u i l d - o u t would connect wi t h SP, and could access the 
I 
I 
1 White B l u f f p l a n t only via the build-out. 

" The l o g i c of the build-out a r b i t r a t i o n remedy, provided 
only to CMA members, applies to a coal shipper such as Entergy 
j u s t - much as i t does to a chemical shipper. 
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Thus, i f the condition i s granted and UP/SP r e a l l y 

believe t h e i r own r h e t o r i c , any futu r e attempt by Entergy to use 

the threat of a build-out from the White B l u f f plant i n rate 

negotiations would not be believed, and would not influence UP to 

o f f e r lower rates. This would mean that Entergy would a c t u a l l y 

have to construct the build-out i n order to obtain any 

competitive b e n e f i t from i t . However, i f UP/SP are correct and 

the build-out i s not i n f a c t economically f e a s i b l e , i t would not 

be constructed and BNSF would not be able to serve the White 

B l u f f plant i n competition w i t h UP. In short, the proposed 

condition i s what UP's coal marketing people ̂ i k e t o c a l l a 

"win/win" pr o p o s i t i o n . 

I l l . The Nelson Station 

The competitive s i t u a t i o n at GSU's Nelson Station i s 

somewhat d i f f e r e n t from that at the White B l u f f Station. Nelson 

i s presently captive at des t i n a t i o n to the Kansas C i t y Southern 

Railway ("KCS"), and a build- o u t , known as the Nelson spur, i s 

already underway between the power plant and a connection wit h 

SP's Houston-New Orieans main l i n e near Lake Charles, LA. In i t s 

Responsive A p p l i c a t i o n , Entergy seeks a trackage r i g h t s condition 

t h a t would permit BNSF or another independent r a i l c a r r i e r ( t h a t 

i s , one u n a f f i l i a t e d w i t h e i t h e r UP/SP or KCS) to operate over a 

po r t i o n o""f t h i s SP l i n e i n order to access the plant v i a the 

Nelson spur. This would preserve the pre-merger competitive 
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1 

s i t u a t i o n at Nelson t h a t would otherwise r e s u l t from completion 

of the Nelson spur. 

UP/SP Witnesses Nock and Sharp claim t h a t the proposed 

merger w i l l not have any adverse e f f e c t on the competitive 

s i t u a t i o n at Nelson, because two r a i l c a r r i e r s w i l l continue to 

serve the dest i n a t i o n (KCS and SP) and two c a r r i e r s w i l l continue 

to serve the SPRB coal o r i g i n s (UP and BNSF). They also state 

t h a t one of the e x i s t i n g routes w i l l be "upgraded" from an 

i n t e r l i n e route (UP-SP) co a si n g l e - l m e route (UP) as a r e s u l t 

of the merger, and that because Entergy's proposed c o n d i t i o n 

would create two s i n g l e - l i n e routes, i t would^result i n an 

increase i n Nelson's coal transport options.'^ 

UP/SP's witnesses e i t h e r misunderstand or have 

i n t o n t i o n a l l y obfuscated the competitive s i t u a t i o n t h a t Entergy 

sought t o create at Nelson by corstr-uction of the Nelson spur, 

and that would e x i s t a f t e r completion of the spur absent the 

merger. The Nelson spur was intended to introduce d e s t i n a t i o n 

competition between KC (which serves Nelson from the Kansas Cit y 

gateway) and SP (which w i l l serve Nelson, v i a the spur, from the 

Fort Worth gateway). This would have created a l e v e l playing 

f i e l d among four competing i n t e r l i n e routes: UP-Kansas City-KCS, 

BNSr-Kansas City-KCS, UP-Fort Worth-S?, and BNSF-Fort Worth-SP. 

I f the UP/SP merger i s approved u n c o n d i t i o n a l l y , 

Entergy w i l l s t i l l have available two competing c a r r i e r s at 

12 Sharp V.S., pp. 18-19; Nock V.S., pp. 47-48, 
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d e s t i n a t i o n : KCS and UP. I t w i l l aiao s t i l l have available one 

i n r e r l i n e r o u t i n g : 3NSP-Kansas City-KCS. .however, i t wi.Xl los« 

tĥ » .'̂ «»nefits zf an i n t e r l i n e routing via 3N-Fort Worth-oP. rh« 

fea<?r-'- - i - - • -.ot jncrtr.aui ,t3 ::wn preferreu s i n g i e -

i-ine route oy o f f e r i n g a competitive rate ror d e l i v e r y or coal 

from the Fort Worth .ntercnange with 3NSF to tne Nelson plant. 

ĥ'̂<3n.-.=r ' f -he arrrsr. "his would lave been an e i f i c i e r i t : 

route -- shorter oy '.ear.;./ -JO :ni_es than JP's smgxe-line route 

a f t e r *-.he merger -- and i i s o t.̂ .e route j i v i n g 3NSF .ts lorigejit 

haul. Th; .he route ^ver wnicn 3NSF would be the most 

-ompp-*- ' •'••̂  ir.-.-r-1; rrr -r several statements -naue by i t s coal 

marketing -..f f ic.i.ai.a r.otn :;6fcr6 ma d f t e r tne announcement o i the 

UP/SP merger. 

UP^SP'T witnesses riaim that the i n t e r l i n e routing via 

BNSF vorth V... -.ct actua^-'- ::e lost a f t e r the merger, 

because JP >«3uid quote a rate f c r tne ser'/ire over the SP s 

po r t i o n of the route from Fort Worth to des t i n a t i o n i f fequedted 

to do -IO by 2ntergy Nock 7.S. o. 47. ^ This misses the point. 

The question -̂.3 not vhether vculd quote such a rate, but 

rather whether the rata quoted would be competitive. I do not 

b«lieve t h i s i s i i k e i v , because UP weuld l o g i c a l l y prefer to 

•r..^rr],n "i-Q ssc,]̂ r̂ 'r. ':r,a ^ t . 5 re rver i t s s i n g l e - l i n e , long-haul 

route from Wyoming t c tne desti.iation m southern Louisiana, a 

distance of more than 1,700 miles. UP i s very u n l i k e l y to o f f e r 

II qoo my V e r i f i e d Statement i n ESI-12, pp. 21-23. 
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1 : a proportional rate from Fort Worth to the Nelson plant at a 

l e v e l that would give BNSF any opportunity to beat UP's si n g l e -

l i n e rate with a lower i n t e r l i n e rate. 

Given that the merger would make a BNSF-Fort Worth-SP 

ro u t i n g unavailable as a p r a c t i c a l matter, UP's new s i n g l e - l i n e 

route would be of modest benefit to Entergy. UP would merely set 

i t s s i n g l e - l i n e rate at a le v e l j u s t below i t s estimate of what 

BNSF-KCS would charge f o r t h e i r less competitive i n t e r l i n e route 

via Kansas City.'* Thus, while Entergy w i l l receive some 

measure of benefit from having two-carrier access to Nelson as a 

r e s u l t of the bu i l d - o u t , the benefit w i l l not^'be nearly as great 

as i t would be i f SP remained independent of UP. 

UP/SP's witnesses assert that Entergy's proposed Nelson 

trackage r i g h t s condition would enhance i t s competitive p o s i t i o n 

by creating two competing s i n g l e - l i n e routes (UP and BNSF) i n 

add i t i o n to the e x i s t i n g i n t e r l i n e route v i a BNSF and KCS. I t i s 

true t h a t Entergy's proposed condition would create two sin g l e -

l i n e routes (assuming BNSF i s the c a r r i e r t h a t gets the trackage 

r i g h t s ) , but t h i s i s the only e f f e c t i v e way to preserve the kind 

of l e v e l playing f i e l d between competing routes t h a t Entergy 

would have i n the absence of the merger. 

'* As indicated a t pages 18-20 of my V e r i f i e d Statement m 
ESI-12, KCS has never been an aggressive competitor f o r Entergy's 
coal t r a f f i c . The BNSF-Kansas City-KCS bid f o r Nelson tonnage 
submitted l a s t August was the highest of the bids received v i a 
the four s o l i c i t e d r o u t i n g combinations. 
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Entergy would be p e r f e c t l y w i l l i n g t o withdraw i t s 

requested Nelson trackage r i g h t s condition i f i t c o u l i be assured 

t h a t , a f t e r the merger, UP would give i t a competitive rate from 

the Fort Worth gateway to the Nelson plant which i t could use i n 

combination wi t h a BNSF rate from the SPRB mines to Fort Worth. 

For example, i f UP/SP would commit to o f f e r i n g the same rate per 

ton-mile from the Fort Worth gateway to the plant that i t o f f e r s 

f o r i t s s i n g l e - l i n e route — whatever that may be — t h i s would 

be acceptable to Entergy. 

Entergy would even accept a UP/SP commitment to 

preserve the rate SP offered from Fort Worth "to Nelson i n the 

bidding conducted i n the summer of 1995, which was s l i g h t l y more 

than 10 m i l l s per ton-mile, subject to a market-based f u t u r e 

adjustment mechanism. Entergy suggested such a rate-preservation 

condition i n i t s March 29 Comments. UP/SP never mentioned t h a t 

suggestion i n t h e i r r e b u t t a l f i l i n g . I believe t h e i r silence i s 

t e l l i n g . 

IV. Conclusion 

For the reasons set f o r t h above, Entergy f i r m l y 

believes t h a t the trackage r i g h t s conditions i t has requested 

c o n s t i t u t e the best method of preserving the competitive status 

quo, and w i l l permi.t market forces to determine the f u t u r e rates 

th a t w i l l - be a v a i l a b l e f o r transportation of coal to the White 

B l u f f and Nelson Stations. 
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As indicated i n Entergy's March 29 Comments, i f the 

Board approves the merger but imposes the UP/SP-BNSF "Settlement 

Agreement" as a condition as requested by both c a r r i e r s , the 

Settlement Agreement would provide a convenient vehicle f o r 

implementation of the trackage r i g h t s conditions requested by 

Entergy since BNSF would already have overhead trackage r i g h t s 

over the very same segments of the Memphis-Houston and Houston-

New Orleans l i n e s t h a t BNSF would use i n hauling coal to these 

plants v i a the build-outs. 

However, because other p a r t i e s have sought inconsistent 

conditions, i n c l u d i n g d i v e s t i t u r e of the same"^lines, Entergy does 

not know whether BNSF w i l l i n fa c t receive trackage r i g h t s over 

the SP li n e s i n question under the Settlement Agreement, or 

whether the Board w i l l require d i v e s t i t u r e of (or trackage r i g h t s 

over) these l i n e s i n favor of some other c a r r i e r . Regardless of 

which of these outcomes p r e v a i l s , Entergy r e s p e c t f u l l y urges the 

Board to take steps to preserve i t s competitive options by 

imposing the requested trackage r i g h t s conditions sought i n i t s 

Responsive A p p l i c a t i o n . 
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VERIFICATION 

STATE OF TEXAS ) 
SS 

COUNTY OF JEFFERSON ) 

Roy A. Giangrosso, being duly sworn, deposes and says 

tha t he has read the foregoing Rebuttal V e r i f i e d Statement, knows 

the contents thereof, and tha t the same are t r u e as stated, 

except as to those statements made on information and b e l i e f , and 

as to those, t h a t he believes them to be tr u e . 

Subscribed and sworn to before me 
t h i s <±ih. day of /Mo/̂  1996. 

Notkry Public f o r Jefferson County, Texas 

My Commission expires . 

JOYCE UNEU. OuBCSE 

STATE Of TEXAS J 
My Conm Exa Joi. 30,1998 2 
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REBUTTAL VERIFIED STATEMENT 
OB 

DAVID G. WEISHAAR 

I . INTRODUCTION AND PURPOSE 

My name i s David G. Weishaar. My address i s 25657 

South Pinewood Lane, Monee, I l l i n o i s 60449. I am a marketing 

consultant to producers, transporters and buyers cf western coal. 

My background and experience are set f o r t h i n my i n i t i a l V e r i f i e d 

Statement submitted as part of the Comments of Entergy Services, 

Inc., Arkansas Power & Light Company and Gulf States U t i l i t i e s 

Company ( c o l l e c t i v e l y "Entergy") f i l e d i n the lead docket on 

March 29, 1936 (ESI-12). 

Entergy has asked me to review and respond, from my 

perspective as an experienced former ra.' Iroad coal marketing 

o f f i c e r , t o the testimony of witnesses Hutton, Nock, Sansom and 



I 

Sharp i n Volume 2 of Applicants' Rebuttal (UP/SP-231) concerning 

the trackage r i g h t s sought by Entergy i n i t s Responsive 

Application (ESI-14). These trackage r i g h t s would enable the 

Burlington Northern/Santa Fe ("BNSF") or another independent r a i l 

c a r r i e r to serve Entergy's White B l u f f and Nelson power plants 

via build-outs. 

In p a r t i c u l a r , I w i l l comment on the testimony of 

Applicants' witnesses Nock, Hutton and Sansom concerning the 

f e a s i b i l i t y of Entergy's build-out option f o r the White B l u f f 

p lant. I w i l l also respond to the testimony of witnesses Nock 

and Sharp concernlnc the e f f e c t of the merger^on Entergy's 

competitive options f o r the movement of coal tc the Nul.-on plant 

when the Nelson spur build-out i s completed l a t e r t h i s ye-=ir. 

I I . FEASIBILITY OF THE WHITE BLUFF BUILD-OUT 

The White B l u f f trackage r i g h t s condition sought by 

En ergy i s predicated on ths need t o preserve the v i a b i l i t y of a 

build-out option from the plant to a connection w i t h Southern 

P a c i f i c ' s ("SP") Memphis-Houston l i n e at Pine B l u f f , AR.' 

Applicants' r e b u t t a l witnesses challenge the 

f e a s i b i l i t y of the White B l u f f build-out on, e s s e n t i a l l y , two 

' The proposed condition would give BNSF or another c a r r i e r 
u n a f f i l i a t e d w i t h Applicants trackage r i g h t s only t o the point of 
connection between tho build-out and £P, and BNSF would be able 
to access the White B l u i f plant v i a the trackage r i g h t s only i f 
the b u i l d - o u t i s a c t u a l l y constructed. Thus, the co n d i t i o n meets 
the build-out/trackage r i g h t s c r i t e r i a enunciated by the ICC i n 
the BN/Santa Fe merger case (Finance Dccket No. 32549, Decision 
served .^.ugust 23, 1995, at pp. 37-38, 68, 98). 

- 2 -



grounds. F i r s t , they state that Entergy has never used the 

t h r e a t of a build-out i n rate negotiations with UP. Second, they 

claim t h a t Entergy has s i g n i f i c a n t l y understated the cost of the 

bui l d - o u t . I w i l l respond to each of these points i n t u r n . 

A. Use of a Build-out Threat i n Rate Negotiations 

UP's Witness Nock asserts at pp. 43-44 of his V e r i f i e d 

Statement ("V.S.") that i f the build-out were f e a s i b l e , Entergy 

would have used the threat of i t i n rate negotiations w i t h UP. 

In support of t h i s assertion, Mr. Nock claim.i; t h a t Entergy has 

used the threat of moving coal to White Bluff, v i a r a i l / b a r g e t o 

obtain r a t e concessions from UP i n the past several years, which 

demonstrates that r a i l / b a r g e i s a more r e a l i s t i c option. Dr. 

Sansom fi n d s i t " i n t e r e s t i n g " t h a t , given my "vast experience", I 

"ignored" water d e l i v e r y competition at White B l u f f i n my e a r l i e r 

V e r i f i e d Statement i n ESI-12 (Sansom V.S., p. 93). 

Since Dr. Sansom has raised the matter of my 

experience, i t i s only f a i r f o r me to respond t h a t as the head of 

Chicago and North Western's ("CNW") Energy Mcrketing department, 

I was personally involved i n the negotiation of the i n t e r i m 

contract i n 1989-90 and i n subsequent discussions w i t h Entergy 

concerning service problems and rate matters.^ 

^ CNW was the o r i g i n a t i n g c a r r i e r f o r the movement of SPRB 
coal t o AP&L's White B l u f f and Independence plants and, u n t i l i t s 
a c q u i s i t i o n by UP l a s t year, a party to the r a i l t r a n s p o r t a t i o n 
contracts f o r the movement of SPRB coal to these pl a n t s . 

- 3 -



11 

ly) 

y 

Based cn my r e c o l l e c t i o n of these negotiations and 

discussions, I can confirm Mr. Giangrosso's testimony i n his 

Rebuttal V e r i f i e d Statement th a t there havt_ been no rat e 

negotiations since the i n t e r i m contract was negotiated i n 1999-90 

i n which i t would have been appropriate f o r Entergy to t r y to use 

the t h r e a t of a build - o u t i n view of the 

I can also confirm Mr. Giangrosso's 

testimony that the only recent contract negotiations of any kind 

between Entergy and CNW/UP involved 

There has been no 

attempt to renegotiate the underlying contract rates themselves. 

F i n a l l y , I can confirm t h a t , to the best of my r e c o l l e c t i o n , the 

subject of barge d e l i v e r y of coal to White B l u f f , or a rail / b a r g e 

option, was never brought up by Entergy during the 

negotiations that led to the i n t e r i m contract — nor was i t 

brought up i n any subsequent rate negotiations or discuscions 

between Entergy and CNW/UP. 

As f a r as I am aware, the only time Entergy ever 

mentioned possible barge d e l i v e r y of coal to White 31uff was i n 

mid-1994, when CNW/UP were f a l l i n g behind i n t h e i r contractual 
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s e r v i c e / d e l i v e r y commitments, the stockpiles at the White B l u f f 

and Independence plants were shrinking to unacceptable l e v e l s , 

and Entergy was g e t t i n g desperate f o r coal. At th a t time, 

Entergy discussed i t s need f o r a d d i t i o n a l coal w i t h CNW and UP, 

and requested r e l i e f the 

i n t e r i m contract so tha t i t could obtain supplemental coal 

d e l i v e r i e s from other c a r r i e r s . The a l t e r n a t i v e s mentioned were 

an a l l - r a i l route with BNSF transporting the coal 

, and a r a i l - w a t e r route 

vi a BNSF to the St. Louis a.:ea and barge c a r r i e r to White B l u f f 

vi a the M i s s i s s i p p i and Arlcansas Rivers. Entergy represented 

t h a t t h i s was a temporary s i t u a t i o n i n view of the CNW/UP service 

problems occasioned by the midwestem flooding i n the spring and 

suimner of 1994, and that both options were being considered only 

u n t i l the stockpiles at White B l u f f and Independence could be 

b u i l t back to normal l e v e l s . 

In short, Mr. Nock's statements concerning Entergy's 

alleged use of the competitive "threat" of barge t r a n s p o r t a t i o n 

of coal to White B l u f f during negotiations w i t h the r a i l r o a d s are 

completely inconsistent with my own r e c o l l e c t i o n s . 

B. Construction Costs 

Applicants' witnesses also challenge the f e a s i b i l i t y of 

the White B l u f f build-out on the ground th a t Entergy's estimated 

construction cost of $21 m i l l i o n , or $1 m i l l i o n per mile f o r a 

21-mile r a i l l i n e , i s s i g n i f i c a n t l y understated. 
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i ' •-X Entergy's $21 m i l l i o n cost estimate was made f o r 
{ \ 

[ purposes of an i n i t i a l assessment of whether the White B l u f f 

build-out option should be pursued, i n a n t i c i p a t i o n of the date 

when Entergy's commitment 

terminates." I believe i t i s a reasonable 

estimate f o r a r a i l r o a d construction project of t h i s kind; 

obviously, the estimate would need to be r e f i n e d a f t e r a d e t a i l e d 

• I 

engineering analysis of the route. The ultimate construction 

1 cost may w e l l exceed $1 m i l l i o n per mile, depending on the 

p a r t i c u l a r obstacles encountered. However, given the preliminary 

assessment of the route by Entergy's engineering dspartment,^ I 

strongly doubt t h a t i t w i l l exceed t h i s number by any s i g n i f i c a n t 

i amount. 

Mr. Nock indicates at page 45 of his testimony that 

UP's engineers have estimated the construction cost at $60 

m i l l i o n , or nearly $3 m i l l i o n per mile. This estimate i s 

predicated i n large measure on the alleged need f o r a major 

bridge across an i n t e r s t a t e highway. However, Mr. Giangrosso 

indicates i n his Rebuttal V.S. that the build-out would not need 

L - > 

.1. 

* That date 

^ See E x h i b i t 2 attached to ti.e t r a n s c r i p t of Mr. 
Giangrosso's deposition i n t h i s proceeding, which i s included i n 
the Appendix. This route i n v e s t i g a t i o n did not i n d i c a t e anything 
unusual, such as the need f o r any major bridges. 
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to cross any i n t e r s t a t e highways. In a d d i t i o n , my experience i s 

that r a i l r o a d engineering departments r o u t i n e l y overstate the 

c a p i t a l cost of construction projects i n making preliminary cost 

estimates such as t h i s , and include various additives (as w e l l as 

unionized r a i l labor wage rates) that would not a c t u a l l y be 

incurred by a construction contractor. Mr. Nock's estimate i s 

u n r e a l i s t i c f o r the kind of project involved here, and I would 

not give i t any credence. 

I also note that Dr. Sansom has estimated the 

construction cost at $45 to $50 m i l l i o n . Thus, the estimates of 

Applicants' own witnesses vary by as much as ""$15 m i l l i o n . Such a 

wide variance i s an i n d i c a t i o n of the prel i m i n a r y nature of a l l 

of the cost estimates. 

Applicants' witnesses also argue t h a t the White B l u f f 

build-out i s unusually long (21 miles) and i s not fe a s i b l e f o r 

t h i s reason. However, t h i s build-out i s not s i g n i f i c a n t l y longer 

than other recent build-outs i n v o l v i n g u t i l i t y power plants, as 

indicateo at page 7 of my V e r i f i e d Statement i n ESI-12.' 

Moreover, i t i s not length that determines the f e a s i b i l i t y of a 

bui l d - o u t , but i t s construction cost i n r e l a t i o n to the economic 

benefits ( i n the form of reduced competitive rates) l i k e l y to 

' I t i s also more than 11 miles shorter than a build-out 
the ICC determined "may be feasible" i n granting a trackage 
r i g h t s condi-.ion i n favor of P h i l l i p s Petroleum Company i n the 
BN/Santa Fe merger case. (Finance Docket No. 32549, Decision 
served August 23, 1995, at p. 9). 
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r e s u l t . ^ This i s exemplified by one of the build-outs r e f e r r e d 

to by Applicants' witnesses: the Nebraska Public Power D i s t r i c t 

("NPPD") spur from the Gerald Gentleman Station to the UP i n 

western Nebraska, which was completed i n 1994. That bui l d - o u t 

was less than ten miles i n length, but i t was budgeted to cost 

$26.8 m i l l i o n due to the need for three major bridges (over an 

i n t e r s t a t e highway, the P l a t t e River, and a m u l t i p l e - t r a c k UP 

main l i n e ) . ^ The coal t r a f f i c immediately av.iilable f o r 

movement v i a UP was about 1.3 m i l l i o n tons annually; the balance 

of the plant's t o t a l annual requirements were committed by 

contract to BN.' These tonnages are consisteivt w i t h those t h a t 

would be a v a i l a b l e to SP a f t e r e x p i r a t i o n of Entergy's i n t e r i m 

contract w i t h UP -- and they obviously were 

s u f f i c i e n t to j u s t i f y construction of the build-out at a budgeted 

cost more than $5 m i l l i o n higher than that estimated by Entergy 

f o r the White B l u f f build-out. 

' In t h i s regard, I note that Applicants' witnesses have 
not s e r i o u s l y challenged my estimate that the White B l u f f r a t e 
would be reduced by at least $2.00 per ton i f another r a i l 
c a r r i e r had access to the plant v i a a build-out. Mr. Nock makes 
a half-hearted attempt to challenge t h i s estimate, arguing t h a t 
the amount of the reduction " i s almost surely exaggerated" (Nock 
V.S., p. 45), but he nonetheless accepts i t . 

® According to reports i n the trade press, the actual con­
s t r u c t i o n cost was $25.9 m i l l i o n , or $1 m i l l i o n under budget. 

' Docket No. 41191, West Texas U t i l i t i e s Company v. 
Burlington Northern Railroad Company, Decision served May 3, 
1996, at 20 ("WTU decision") (discussing the Gerald Gentleman 
coal t r a f f i c ) . 

- 8 -



I ' 
' I 

\ 
As I explained at pp. 12-13 of my V e r i f i e d Statement i n 

ESI-12, The only way to determine f o r sure i f the White B l u f f 

build-out i s feasible i s to grant Entergy's requested trackage 

r i g h t s c o n d i t i o n , thus allowing the market to make t h i s deter­

mination. I f the build-out i s not i n fact f e a s i b l e , i t w i l l not 

be b u i l t , BNSF w i l l not gain access to the White B l u f f p l a n t , and 

UP w i l l s u f f e r no competitive harm. 

A l t e r n a t i v e l y , the Board should consider r e q u i r i n g 

UP/SP to amend t h e i r September 25, 1995 "Settlement Agreement" 

with BNSF to provide the same a r b i t r a t i o n remedy wit h respect to 

the Vy-.ite B l u f f build-out that i s being provided t o chemical 

shippers under the Chemical Manufacturers Association's ("CMA") 

recent settlement agreement with Applicants. As I understand i t , 

i f the CMA a r b i t r a t i o n rem.edy were extended to cover Entergy's 

White B l u f f p l a n t , and Entergy were to p r e v a i l i n a r b i t r a t i o n , 

BNSF would be granted access to White B l u f f as a " 2 - t o - l " point 

under i t s Settlement Agreement with Applicants since t h a t 

agreement grants BNSF trackage r i g h t s over the same SP l i n e with 

which the White B l u f f build-out would connect. 

Dr. K a l t , i n his V e r i f i e d Statement on behalf of BNSF 

i n BNSF-55, states t h a t the CMA agreement's a r b i t r a t i o n provision 

ensures "appropriate access by BN/Santa Fe to pa r t i e s w i t h v a l i d 

b u i l d - i n claims," and that the procedures put i n place by the CMA 

agreement help "ensure t h a t , however the set of UP/SP [ 2 - t D - l ] 

points u l t i m a t e l y i s defined, BN/Santa Fe has r i g h t s of 

- 9 -



FL competitive access to a l l such points." Dr. Kalt concludes t h a t 

" i n the event of disputes, public p o l i c y considerations over the 

p r o t e c t i o n of competition imply that settings which, 

economically, s a t i s f y the c r i t e r i a of a 2-1 lo c a t i o n should be 

protected w i t h replacement service from BN/Santa Fe." (Kalt 

V.S., pp. 8-9.) Dr. Kalt's statements do not appear t o be 

l i m i t e d to CMA members, and his "public p o l i c y considerations" 

apply equally to a l l shippers who have asserted t h a t they have a 

fe a s i b l e build-out option, including Entergy. 

I I I . LOSS OF COMPETITIVE OPTIONS AT THE NELSON PLANT 

The Nelson plant i n Louisiana i s presently served only 

by the Kansas City Southern ("KCS"), but also be served by 

SP when the build-out presently i n progress (known as the Nelson 

spur) i s completed t h i s f a l l . Applicants' Witnesses Nock and 

Sharp dispute Entergy's contention t h a t competition f o r the 

movement of SPRB coal to the Nelson plant w i l l be adversely 

a f f e c t e d by the UP/SP merger. They assert that Entergy w i l l have 

a new s i n g l e - l i n e route a f t e r the merger, and w i l l r e t a i n the 

current i n t e r l i n e route via BNSF-Kansas City-KCS. They note t h a t 

i f Entergy's proposed trackage r i g h t s condition i s granted, 

Entergy would enjoy two s i n g l e - l i n e routes, rather than one.'° 

The primary purpose of Entergy's requested c o n d i t i o n i s 

to preserve the most competitive route that would be av a i l a b l e 

absent the proposed merger: BNSF-Fort Worth-SP. Although t h a t 

'° Nock V.S., pp. 46-48; Sharp V.S., pp. 18-19 
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route i s longer than the BNSF-Kansas City-KCS route presently 

being used to transport SPRB coal to Nelson, i t i s nearly 100 

miles shorter than the UP-SP route via Fort Worth, which would 

become a s i n g l e - l i n e UP route a f t e r the merger.'- The BNSF-SP 

route via Fort Worth i s also more competitive than the BNSF-KCS 

route v i a Kansas C i t y . BNSF has a s u b s t a n t i a l l y longer haul to 

Fort Worth (1,226 miles) than i t does to Kansas C i t y (834 miles), 

aiid as Mr. Giangrosso ind i c a t e d at pp. 21-22 of his V e r i f i e d 

Statement i n ESI-12, BNSF i t s e l f hat; advised Entergy t h a t a Fort 

Worth Route i s more competitive than a Kansas C i t y route. 

The r e s u l t s of the July-August, 199̂ 5 bidding f o r 

incremental tonnage a f t e r completion of the Nelson spur confirm 

t h a t the BNSF-SP route i s more competitive than the BNSF-KCS 

route. SP bid f a i more aggressively f o r the haul from Fort Worth 

to the Nelson plant than KCS did f o r the haul from Kansas City to 

the p l a n t , notwithstandi.ng SP's shorter mileage.'^ 

Applicants' witnesses claim t h a t a BNSF route to Fort 

Worth would s t i l l be a v a i l a b l e to Entergy a f t e r the merger, 

because UP would o f f e r a proportional rate from the Fort Worth 

gateway to the Nelson plant i f requested to do so by Entergy. 

" Mr. Nock claims the BNSF-KCS route i s the shortest of 
the i n t e r l i n e routes a v a i l a b l e , and i s 100 miles shorter than the 
BNSF-SP route. Both statements are i n c o r r e c t . The BNSF-KCS 
route via' Kansas C i t y i s 40 miles longer than the UP-KCS route 
v i a Kansas C i t y , and the BN-KCS route i s only 76 miles shorter 
than the BNSF-SP route. 

'"̂  The results of this bidding are summarized at pp. 17-19 
of Mr. Giangrosso's Verified Statement in ESI-12. 
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(Neck V.S., p. 47.) This hegs the question, however. A BNSF-

For- Worth-UP route simply would not be competitive w i t h the 

s i n g l e - l i n e UP route that would be created by an unconditioned 

UP/SP merger. I t i s inconceivable to me tha t UP would short-haul 

i t s e l f by o f f e r i n g a proportional rate from Fort Worth to the 

Nelson plant that would allow BNSF to compete e f f e c t i v e l y f o r t.'ie 

Nelson business. Instead, U? would l i k e l y o f f e r a r a t e from Fort 

Worth at a high enough l e v e l to ensure th a t the BNSF-Fort Worth-

UP route w i l l not be competitive e i t h e r w i t h UP's singl€:-line 

route or with the BNSF-Kansas City-KCS route.'•* UP would thus 

make sure that i t s oniy competition i s BNSf-KCS, and as 

previously indicated, that competition i s not nearly as e f f e c t i v e 

as the competition t h a t would be provided by BNSF and an 

independent SP via Fort Worth. 

I f the UP/SP merger i s approved and Entergy's requested 

trackage r i g h t s condition i s granted i n favor of BNSF, Entergy 

would then have two competing s i n g l e - l i n e routes f o r the movement 

of SPRB coal to Nelson. Absent the merger, however, Entergy 

'̂  The Board c o r r e c t l y noted i n i t s recent WTU decision 
t h a t , absent regulatory constraints, a bottleneck c a r r i e r can 
pr i c e i t s p o r t i o n of an i n t e r l i n e move i n such a manner as to 
preclude e f f e c t i v e competition. (WTU decision at p. 11 n.24.) 
Since UP alone would )iave a s i n g l e - l i n e route from o r i g i n to 
de s t i n a t i o n a f t e r the merger, i t s p o s i t i o n w i t h respe.'ct to an 
i n t e r l i n e r o u t i n g w i t h BNSF i s analogous to tha t of a bottleneck 
c a r r i e r . - Further confirmation that t h i s i s how UP would behave 
i s provided by i t s p o s i t i o n i n Docket No. 41626, MidAmerican 
Energy Co. v. Union P a c i f i c R. Co., i n which UP has a s i n g l e - l i n e 
haul f o r a SPRB coal movement and has declined to o f f e r a bid to 
MidAmerican f o r the d e s t i n a t i o n portion of the movement tha t 
MidAmerican could use i n conjunction with a BNSF r a t e f o r the 
o r i g i n p o r t i o n of the movement. 
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would have four .routing combinations, which i s what i t planned 

f o r when i t committed to bu i l d i n g the Nelson spur. The merger 

would r e s u l t i n one of the four i n t e r ] i n e routes (UP-Fort Worth-

SP) being converted t o a s i n g l e - l i n e UP route, and t h i s would 

render two of the remaining i n t e r l i n e routes (UP-KCS and BNSF-UP) 

meaningless from a p r a c t i c a l standpoint. Short of the kind of 

rate condition r e f e r r e d to by Mr. Giangrosso i n his Rebuttal 

V e r i f i e d Statement, the only way to preserve a l e v e l playing 

f i e l d between at le a s t two competitive routing options f o r Nelson 

coal i s to impose a condition granting an independent c a r r i e r 

access to the Nelson spur v i a trackage rights"^cver a p o r t i o n of 

SP's Houston-New Orleans l i r e . I f BNSF i s the r e c i p i e n t of the 

trackage r i g h t s , a competing s i n g l e - l i n e route would be created. 

Even then, however, the r e s u l t would s t i l l be only two 

e f f e c t i v e l y competitive routes, compared to the four t h a t would 

be a v a i l a b l e i n the absence of the merger. 

Accordingly, the Nelson trackage r i g h t s condition 

requested by Entergy i s necessary to preserve some semblance of 

the equal competitive options Entergy would have i n the absence 

of the UP/SP merger. 
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I . INTRODUCTION -

My name is Thomas D. Crowley. I am an economist and Pre'̂ ident of the economic 

consulting tirm of L.E. Peabody & Assoc!rites. Inc. The firm s offices ?re located at 1501 Duke 

Street, Suite 200, Alexandria, Virginia 22314. I am the same Thomas D. Crowley who 

submitted a Verified Statement as part of the March 29, 1996 of the Comments of Entergy 

Services, Inc., et al.("Entergy">^̂  

On April 29, 1996, Applicants- filed their Rebuttal in this proceeding. I have read the 

verified statements of Applicants' wimesses as they pertain to Entergy and reviewed the 

workpapers which were fumished in support of their statements. 

I have been asked by Entergy to respond to Dr. Sansom's determination that Jtxe White Bluff 

build-out is not feasible and, in particular, to Dr. Sansom's claim that the rail-barge option to 

White Bluff is a stronger competitor to UP rail service than the potential build-out to SP. In 

conjunction with this assignment, I have also reviewed the accompanying Rebuttal Verified 

Statement of Roy A. Giangrosso on behalf of Entergy. 

My comments are organized below under the following headings: 

n. Sansom Analysis 

in. Restatement of Sansom's Costs 

IV. Summary 

- Emerg)' Services, Inc. ("ESI") is the fuel procurement agent for Entergy Corporation's public utility operating 
subsidiaries, which include Arkansas Power & Light Company ("AP&L"), Gulf States Utilities Company 
("GSU"), Louisiana Power & Light Company, New Orieans Public Service, Inc., and Mississippi Power & 
Light Company. References herein to "Entergy" include AP&L and GSU. 

'̂ "Applicants" refen to Union Pacific Corporation, Union Pacific R ilroad Company, Missouri Pacific Railroad 
Company ("UP")/Souihem Pacific Rail Corpora'.ion, Southem Pacific Transportation Company, St. Louis 
Southwesttm Railway Company, SPCSL Corporation and The Denver and Rio Grande Westem Railroad 
Company ("SP) 
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n. SANSOM ANALYSIS 

On page 55 and 56 of his testimony, Dr. Sansom puts forth an analysis which purports to 

show that the rail-barge option from St. Louis (Hall Street) to White Bluff is a better competitive 

option than the build-out option to the SP. Table 1 below is a portion of Dr. Sansom's Table 

11 found on page 56 of his verified statement. 

Table 1 
Comparison of Altemative Transportation Options to Entergy's White Bluff 

Power Plant — As Shown By Dr. Sansom 

Sansom Analvsis 

Item 
(1) 

1. Rail Distance 
2. Rail Rate (mills/ton-mile) 

Transportation Costs ($/ton) 
3. Rail R;'te 
4. Rail Car Cost 
5. Spur Cost 
6. Barge Loading 
7. Barge Cost 
8. Barge Unloader Oper. Cost 
9. Barge Unloader Capital Cost 

10. Total Transportation Cost 

Altemative 
BN/SP 
Moye 

(2) 

Altemative 
Rail/Barge 

Move 
(3) 

and is assumed to 
Dr. Sansom's Notes; 
1. V,c current cost to haul lhe 1.3 million tons is 

continue after the interim contract expires in 
2. The altemative BN/SP route that Entergy is alleging provides competition to the existing UP 

single-line haul. This option would require an estimated $48 million (EVA's estimate) to 
provide access with the SP, who would then provide a BN/SP two-line competition to the 
single-line UP haul. 

3. This is the competitive transponation option of r.uling the coal to the Mississippi River and 
barging the coal ditectly to the plant. This would require the addition of a barge which Entergy 
estimates would cost 
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By Dr. Sansom's calculations, the cost of the rail-barge move (Table 1, Line 10, Column 

(3)) is equal to per ton versus the BN/SP move via a White Bluff build-out (Table 1, 

Line 10, Column (2)) equal to per ton. 

Dr. Sansom's analysis of the BN/SP rail spur versus the rail-barge option contains a number 

of errors. In the next section of my rebuttal verified statement, I discuss and correct his errors 

and restate the costs per ton for the two transportation alternatives that he identified and 

quantified as shown in Table 1 above. 

•) 



in. RESTATEMENT OF SANSOM'S COSTS 

Dr. Sansom committed three (3) significant errors in his analysis. First, he understated the 

BN rail miies from the Powder River Basin ("PRB") to St. Louis (where the Hall Street rail to 

barge transloading facility is located). Second, his developneni of the cost of constmcting a rail 

spur from the SP at Pine Bluff to the White Bluff plant is overstated. Finally, Dr. Sansom's 

costs for the proposed barge operations are understated. 

Dr. Sansom uses a rail distance of miles when calculating the rail-barge option. The 

correct rail distance from the 

Table 2 below illustrates the effect correcting the rail miles from the PP-B to St. Louis has 

on the total transportation cost for the rail-barge option. 

rr 

Table 2 
Comparison of Altemative Transportation Options to Entergy's White Bluff 

Power Plant - Based on Corrected Rail Mileage 

Item 
(1) 

1. Rail Distance 
2. Rail Rate (mills/ton-mile) 

Transportation Costs ($/ton) 
3. Rail Rate 
4. Rail Car Cost 
5. Spur Cost 
6. Barge Loading 
7. Barge Cost 
8. Barge Unloader Oper. Cost 
9. Barge Unloader Capital Cost 

10. Total Transportation Cost 

Alteraative 
BN/SP 
Move 
(2) 

Altemative 
Rail/Barge 

Move 
(3) 

J 
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Correciing the miles to increases Dr. Sansom's total rail-barge cost ft-om 

(Table 1, Line 10, Column (3)) to per ton. (Table 2, Line 10, Column (3)). Increasing 

the rail-miles causes the rail rate and the rail car costs to increase. This simple mileage 

adjustment alone disproves Dr. Sansom's conclusion that the rail-barge option is economically 

better than the BN/SP rail option. However, Dr. Sansom's analysis includes at least two others 

errors that further widens the gap between a BN/SP altemative and a BN/Barge alternative in 

favor of the BN/SP alternative. 

The second correction I made is to Dr. Sansom's cost of constmcting a 21-mile rail line that 

would connect White Bluff to the SP line at Pine Bluff. On page 55 of liis statement. Dr. 

Sansom states that a cost of $45-$50 million would be needed to constmct the line to the SP. 

Based on this aggregate cost, he calculates a per-ton cost of (Table 1, Line 5, Column (2)) 

which he uses to derive a total per-ton cost of for the BN/SP rail option. 

V 

Dr. Sansom's $45-$50 million estimate is not supported, although it appears to be based in 

part on UP Witness Nock's erroneous assumption that the White Bluff build-out would have to 

cross an interstate highway via an expensive bridge. I believe the constmction 

cost (or slightly more than $1 million per mile) I used in developing the ccs: per ton 

shown in my March 29, 1996 verified statement is a much closer approximation of what it would 

cost to constmct this line. If Dr. Sansom's per-ton cost of is replaced with the cost 

per ton I developed, tiie total cost per ton for the BN/SP option decreases to per ton. 

Table 3 below illustrates this change. 



Table 3 
Comparison of Alteraative Transponation Options to Entergy's White Bluff 

Power Plant - With Corrected Rail Mileage and Sour C nstraction Costs 

Item 

Altemative 
BN/SP 
Move 

Alternative 
RaiiyBarge 

Move 
(1) (2) (3) 

1. Rail Distance 
2. Rail Rate (mills/ton-mile) 

Transportation Costs ($/ton) 
3. Rail Rate 
4. Rail Car Cost 
5. Spur Cost 
6. Barge Loading 
7. Barge Cost 
8. Barge Unloader Oper. Cost 
9. Barge Unloader Capital Cost 

10. Total Transportation Cost 

Tlie decrease in ±c BN/SP rail option to per ton (Table 3, Line 10, Column (2)) 

coupled with the increased cost for the rail-barge option of to the correction in rail miles 

(Tables 2 and 3, Lme 10, Column (2)) results in a cost per ton benefit in favor of the 

BN/SP rail option. 

Dr. Sanson's cost estimates for barge operations are understated for each unique barge cost 

listed in Table 1, Lines 6-9, Column (3). I have restated these barge costs based upon the lower 

of actual quotes and estimated costs Entergy received from various barge operators durir.g 1994 

for long-term coal movements to White Bluff. The impact of these increased barge costs on Dr. 

Sansom's analysis is displayed in Table 4 below. 

; 'A 
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Table 4 
Comparison of Alteraative Transportation Options to Entergy's White Bluff 

Pnwor Plant - V/ith Cnrrprted Mileage. Sour Constmction Lists, and Baree Costs 

Item 

Alteraative 
BN/SP 
Move 

Alternative 
Rail/Barge 

Move 

(1) (2) (3) 

1. Rail Distance 
2. Rail Rate (mills/ton-mile) 

Transportation Costs ($/ton) 
3. Rail Rate 
4. Rail Car Cost 
5. Spur Cost 
6. Barge Loading 
7. Barge Cost 
8. Barge Unloader Oper. Cost 
9. Barge Unloader Capital Cost 

10. Total Transportation Cost 

•s 

,J 

The increase in barge costs cot, led with the mcrease in rail miles to St. Louis, increases 

the total cost for the rail-barge option to per ton. 

I have restated the barge costs based on documents provided by Entergy in discovery and 

claimed to be used by Dr. Sansom. These documents are provided in Exhibit RAG-4 to Mr. 

Giangrosso's Rebuttal Verified Statement. For example. Dr. Sansom calculated a cost 

per ton for Barge Unloader Capital Cost (Sansom Table 11, p. 56) baseo on Entergy's estimate 

of to constmct a barge offloader facility. However, Dr. Sansom does not include any 

costs to move the coal from the offloader to the stockpile at the plant. A conveyor system is 

the best long-term option for this purpose. This requires an additional investment as 

well as 



In addition. Dr. Sansom relied on a rail rate of per ton-mile to calculate his rail 

costs. Although the rate is a fair (but conservative) approximation for a joint BN-SP 

move, I do not believe it is appropriate to compare this rate with 

. The BNSF-SP 

rate would apply starting in , after Entergy's present "interim" contract with UP 

expires. Fhere is no way of knowing whether the 

. This will be the starting point 

for replacement UP rates in , not 

Thus, Dr. Sansom's assimiption that the current UP move will continue to residt in a total 

transportation cost of per ton (which is based on 

) is unwarranted. If were substituted for 

, the result would be a total transportation cost for the UP move of 

. This is than my estimate of as the total transportation cost for the 

BN/SP altemative, which demonstrates the competitiveness of the White Bluff build-out option. 



,1 

t 

I 

.1 

IV. SUMMARY 

After only three corrections are made to Dr. Sansom's analysis, it is clear the rail-barge 

' option is not competitive with the BN/SP rail option to White Bluff. The costs for the rail-barge 

^ option are than the BN/SP rail option ( per ton for rail-barge 

versus per ton for BN/SP rail option). The correction of the three errors aiso results in 

the BN/SP rail option becoming superior to the current UP move based 
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APPENDIX 

Relevant Excerpts from Deposition Transcripts 

Excerpts from the Transcript of the Deposition of 
Witness Roy A. Giangrosjo on A p r i l 10, 1996, 

Referenced i n Mr. Giangrosso's Rebuttal V e r i f i e d Statement 
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BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD 

COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

-- CONTROL 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 

HIGHLY CONFIDENTIAL 

Washington, D.C. 

Wednesday, A p t i l 10, 1996 

D e p o s i t i o n of ROY A. GxANGROSSG, a 

w i t n e s s h e r e i n , c a l l e d f o r e x a m i n a t i o n by c o u n s e l 

f o r Che A p p l i c a n t s i n t h e a b o v e - e n t i 1 1 e d m a t t e r , 

p u r s u a n t t o agreement, t h e w i t n e s s b e i n g d u l y 

sworn by JAN A. WILLIAMS, a N o t a r y P u b l i c i n and 

f o r t h ' i D i s t r i c t of Columbia, t a k e n a t t h e 

o f f i c e s of S l o v e r & L o f t u s , 1224 Se v e n t e e n t h 

S t r e e t , N.W., Washington, D.C., 20036, a t 

2:05 p.m., Wednesday, A p r i l 10, 1996, and t h e 

p r o c e e d i n g s b e i n g t a k e n down by S t e n o t y p e by 

JAN A. WILLIAMS, RFR, and t r a n s c r i b e d under her 

d i r e c t i o n . 

AI DERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

n n 14th ST., N.W., 4lh FLOOR / WASHINGTON, D.C, 20005 
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1 

2 

3 

4 

5 

6 

7 

8 

9 
•s 

10 

11 

REDACTED 
13 

14 

15 

} 16 

17 
; 18 

19 

'] 20 Q. What e l s e was b e i n g n e g o t i a t e d ? 

21 A. W e l l , we were c o n v e r t i n g t h e f l e e t 

' 22 f r o m -- Arkansas's c o a l car f l e e t f r o m s t e e l t o 

•j 23 aluminum. And we were negotiating a change xn 

24 r a t e s t o accommodate t h a t f l e e t c h a r g e o u t . 

j 25 Q. Were t h e r e any elemv -i t s t h a t were being 

' ] ALDERSON REPORTP G COMPANV, INC. 
(202)289-2260 (LJO) FOR DEPO 

n n 14th ST.. N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 negotiated? 

2 A. I don't t h i n k s-o, not t h a t I r e c a l l . 

3 Q. Okay. So i s i t your r e c o l l e c t i o n t h a t 

4 both of these p o i n t s were subject t o n e g o t i a t i c 

5 beginning i n the l a t t e r p a r t of 1994? 

6 A. They were the subject of n e g o t i a t i o n 

7 beginning i n the l a t t e r p a r t of 1994. 

8 Q. And ran through the l a t t e r p a r t of '95? 

9 A. Yes. We had a fundamental agreement as 
•N 

10 to the ra t e s I suppose i n l a t e '94 I b e l i e v e . We 

11 moved forward on securing the r a i l c a r s and had 

12 them i n s e r v i c e by the f o u r t h q u a r t e r , sometime 

• •.) 13 the l a t e t h i r d or e a r l y f o u r t h q u a r t e r of 1995. 
• y y 

14 Q. Now, at the time you were having these 
'-I 

15 n e g o t i a t i o n s over the new ra t e s on the aluminum 

j 16 cars, am I c o r r e c t i n understanding t h a t there 

17 wasn't any d i s c u s s i o n at t h a t time of the 

j 18 b u i l d - o u t t o Pine B l u f f ? 

19 A. Not i n the context of the agreement f o r 

1 20 the aluminum -- of the amendment t o accommodate 

I 21 the aluminum cars. I don't t h i n k a n y thing was 

22 mentioned t o the r a i l r o a d about a b u i l d - o u t u n t i l 

I 23 sometime l a s t summer, sometime d u r i n g the summer 
24 of '95. 
25 Q. And the f i r s t time t h a t the b u i l d - o u t 

•' -7. 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

n n 14th ST.. N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 1 was mentioned t o Union P a c i f i c was a f t e r t h e 

2 merger was announced, t h e merger agreement was 

3 announced w i t h SP? 

4 A. I t h i n k t h a t ' s t r u e . I t was mentioned 

5 t o the Southern P a c i f i c p r i o r t o t h a t , b u t I 

6 t h i n k t h a t ' s p r o b a b l y r i g h t about t h e t i m e i t was 

7 mentioned t o t h e UP. 

Q. And t h a t ' s r e f l e c t e d i n y o u r t e s t i m o n y , 

9 i s n ' t i t , where you say t h a t t h e f i r s t t'me t o 

10 your u n d e r s c a n d i n g t h a t t h e Pine B l u f f b u i l d - o u t 

11 was mentioned t o Union P a c i f i c was when 

12 Mr. Jensen c a l l e d t o ask f o r E n t e r g y ' s s u p p o r t of 

13 the merger? 

14 A. Th a t ' s r i g h t . 

1 5 Q. So, j u s t t o make sure t h e r e c o r d i s 

16 c l e a r , t he b u i l d - o u t was n o t d i s c u s s e d w i t h UP i n 

17 n e g o t i a t i n g o v e r t h e r a t e s on t h e s e aluminum 

18 cars ? 

19 A. No. But t h e r e was -- i t r e a l l y would 

20 have been p r e m a t u r e and t h e r e was no p o i n t i n 

21 m e n t i o n i n g i t because, t h r o u g h t h e t e r m o f t h e 

22 i n t e r i m agreement, AP&L had no o p p o r t u n i t y t o 

2 3 b e n e f i t from such a b u i l d - o u t . 

24 Q. The b u i l d - o u t a l s o wasn't m e n t i o n e d t o 

•J 25 Union P a c i f i c a t t h e t i m e t h e i n t e r i m c o n t r a c t 

,/ 
ALDERSON REPORTING COMPANY, INC. 

(202)289-2260 (800) FOR DEPO 
1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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' 1 MR. MILLS: Let me t a k e t h a t under 

2 a d v i sement. 

3 MR. HESTER: Okay. 

4 BY MR. HESTER: 

5 Q. As i d e from t h i s memo we've been 

6 d i s c u s s i n g , do you know of any o t h e r documents 

7 p r e p a r e d by anybody on t h e e n g i n e e r i n g s i d e of 

8 your company? 

9 A. No. I mean, you know, we l o o k e d a t t h e 

10 d i s t a n c e of i t and we d i d r u l e of thumb k i n d s o f 

I 11 e s t i m a t e s f o r i t . I mean t h a t ' s t h e k i n d o f 

12 thing t h a t ' s been done for the moment. And, you 

13 know, when you compare t h a t t o j u s t 

14 back - o f - t h e - envelope k i n d o f s t u f f o f t h e 
if 

15 c o s t - b e n e f i t r a t i o , i t f i t s p r o j e c t s t h a t have 

16 been done. So -- of t h a t d i s t a n c e . 

17 Q. T e l l me t h e back - o f - t h e - e n v e l o p e 

18 c a l c u l a t i o n s you're t h i n k i n g o f ? 

19 A. Roughly c o n s t r u c t i o n c o s t of a m i l l i o n 

) 20 d o l l a r s a m i l e and a couple o f d o l l a r s a t o n 

21 r e d u c t i o n i n t r a n s p o r t a t i o n c o s t . 

22 

REDACTED 
24 

j 
) 
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2 

3 

4 

REDACTED 
8 

10 

11 

12 

•t 13 

14 Q. Now, you had mentioned t h a t the 

15 assumption of a m i l l i o n d o l l a r s a m i l e , and 

16 t h a t ' s the assumption t h a t you're applying i n 

17 l o o k i n g at t h i s b u i l d - o u t ? 

18 A. Yes. 

19 Q. And where does t h a t assumption come 

) 20 from, i s t h a t simply a r u l e of thumb tha t you 

i 21 apply? 

22 ' A. That's a r u l e of thumiO t h a t I have been 

I 23 l e d t o b e l i e v e i s reasonable. 

24 Q. You don't have any s p e c i f i c cost on 

J 25 t h i s p a r t i c u l a r --

y ^ ALDERSON REPORTING COMPANT, INC. 
(202)289-2260 (800) FOR DEPO 

1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C. 20005 
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'' i 1 A. I n r e l a t i v e l y t h e same t i m e p e r i o d , 

2 r e l a t i v e l y r e c e n t l y , I don't know e x a c t l y when. 

3 Q. Okay. Do you know r o u g h l y what t h e 

4 d i s t a n c e s were? 

5 A. No, I d o n ' t . We g e n e r a l l y g o t t h e same 

6 s o r t of i n f o r m a t i o n t o o i n d i s c u s s i o n s w i t h 

7 people at UP on c o n s t r u c t i o n c o s t s , r o u g h l y a 

8 m i l l i o n d o l l a r s a m i l e f r a n k l y . 

9 Q. Who are you --

1 
10 A. Bob Nero i n p a r t i c u l a r I t h i n k was one 

11 of the people I was t a l k i n g t o . 

12 Q. When d i d you t a l k t o him? Was t h a t 

13 r e c e n t l y ? 

14 A. W i t h i n t h e l a s t y e a r . 

15 Q. Do you remember any o t h e r d i s c u s s i o n s 

16 w i t h UP about i t a s i d e from y o u r d i s c u s s i o n s --

17 A. To Tiake sure you u n d e r s t a n d , I wasn't 

18 n e c e s s a r i l y a s k i n g him what i t would c o s t t o 

19 b u i l d a spur a t White B l u f f , we were s i m p l y 

• •) 20 t a l k i n g i n t h e c o n t e x t of what i t c o s t t o b u i l d , 

j 21 t o l a y r a i l , l a y t r a c k . 

^ 22 - Q- You haven't t a l k e d t o anybody a t UP 

•. I 23 about s p e c i f i c a l l y what t h i s b u i l d - o u t would 

24 cos t ? 

j 25 A. No. 

j ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (8U0) FOR DEPO 

1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C, 2000S 
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1 c o n s t r u c t i t t o take advantage o f t h e c o m p e t i t i v e 

2 s i t u a t i o n b u t t h a t the economics would always 

3 d e t e r m i n e t h e b e n e f i t s of i t . 

4 I mean t h a t ' s s i m p l y t h e n a t u r e of the 

5 ballgame, you i d e n t i f y your o p p o r t u n i t i e s and, a t 

6 the a p p r o p r i a t e t i m e , you t a k e advantage of 

7 them. I t c e r t a i n l y now i s p r e m a t u r e t o make a 

8 commitment because I doi.'t know what -- and I 

9 don't t h i n k t h e y were w i l l i n g a t zhe moment t o 

10 b i d -- I do n ' t know t h a t anybody would g i v e me a 

11 p r i c e t o d a y f o r an event t h a t ' s g o i n g t o t a k e 

12 p l a c e f i v e y e a r s thence. C e r t a i n l y UP was 

13 u n w i l l i n g t o do i t l a s t year f o r t h e year 2000. 

14 Q. When you were d o i n g y o u r b u i l d - o u t a t 

15 Nelson, you asked f o r b i d s i n 1989 f o r movements 

16 i n '95, r i g h t ? 

17 A. GSU d i d . 

J 18 Q. I t a k e i t you c e r t a i n l y d i d n ' t t e l l SP 

19 t h a t you were d e f i n i t e l y g o i n g t o dc t h i s 

20 b u i l d - o u t , you s i m p l y d e s c r i b e d i t as an 

21 o p p o r t u n i t y t o be cons idere." ? 

22 ' A. We i d e n t i f i e d i t as an o p p o r t u n i c y t o 

..i 23 be c o n s i d e r e d , t h a t i t was an o p p o r t u n i t y 

24 a v a i l a b l e , t h a t t h e m a r k e t p l a c e would be t h e 

J 25 d e t e r m i n a n t f a c t o r as t o whether or not i t was 

r- ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) ^OR DEPO 

n i l 14lh ST., N.W., 4th FLOOR / WASHINGTON, O.C. 20005 
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I 1 done, i t would be on t h e b a s i s of economics and 

2 what t h e c o m p e t i t i v e m a r k e t p l a c e would p r o v i d e . 

3 Q. Do you remember any response from SP? 

4 A. They s a i d t h e y would c e r t a i n l y be 

5 i n t e r e s t e d i n i t . 

6 Q. You remember t h a t s p e c i f i c a l l y , 

7 somebody s a y i n g t h a t , one of t h e SP people a t t h e 

8 meeting s a y i n g t h a t ? 

... 9 A. I t h i n k c o l l e c t i v e l y Joe H u t t o n and 
••.I ^ 

10 Maurice Aranda were r e c e p t i v e t o t h e n o t i o n . 

j 11 Q. Do you remember a n y t h i n g s p e c i f i c a l l y 

12 t h a t t h e y s a i d ? 

':•'-'.-•: 13 A. o t h e r t h a n we s u r e l y a r e i n t e r e s t e d i n 

14 t h a t k i n d of b u s i n e s s . 

15 Q. I t a k e i t t h e y d i d n ' t o f f e r t o h e l p you 

16 w i t h t h e f i n a n c i n g o r a n y t h i n g a l o n g those l i n e s ? 

17 A. I don't r e c a l l t h a t t h e y d i s m i s s e d t h a t 

j 18 i d e a . But I'm not sure t h a t t h a t was even 

19 pursued a t t h e moment, because as I s a i d i n my 

- 1 
J 20 mind t h a t l e v e l of d e t a i l d i s c u s s i o n was 

21 p r e m a t u r e . 

22 ' Q. At t h e t i m e of t h i s m e e t i n g , were you 

;.| 23 aware of p o s s i b l e rumors of a merger between UP 

24 and SP? 

J 25 A. I don't r e c a l l when I became aware of a 

1 . 
r - ALDERSON REPORTING COMPANY, INC. 

(202)289-2260 (800) FOR DEPO 
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1 p o s s i b l e merger between UP and SP, i f you t r y t o 

2 p i n me down t o t h i s J u l y 11 d a t e . 

3 Q . I guess what I'm r e a l l y a s k i n g i s 

4 w hether ycu remember a t t h e t i m e of t h i s meei:ing 

5 w i t h t h e SP people t h i n k i n g t h a t a merger wif.h UP 

6 m i g h t be i n t h e works? 

7 A. I don't b e l i e v e t h a t t o be t r u e , nc . 

8 Q. L e t me ask you t o l o o k a t f o o t n o t e 15 

p l e a s e , page 12 of your t e s t i m o n y . You d i s c u . i s 

t h i s c o n s i d e r a t i o n of a r a i l - t o - b a r g e o p t i o n . Do 

11 you see t h a t ? 

12 A. Yes. 

13 Q. Could you d e s c r i b e what t h a t o p t i o n 

14 was? 

15 A. That was an a t t e m p t by AP&L t o overcome 

16 t h e Union P a c i f i c ' s f a i l u r e t o d e l i v e r i t s 

17 c o n t r a c t u a l q u a n t i t y of c o a l d u r i n g 1994. Our 

18 i n v e n t o r i e s were g e t t i n g d a n g e r o u s l y low and we 

19 were concerned t h a t we would r u n out of c o a l . 

And we were l o o k i n g f o r ways, a l t e r n a t i v e ways t o 

cause c o a l t o be d e l i v e r e d t o t h e p l a n t s i n o r d e r 

22 t o -meet our b u r n r e q u i r e m e n t s . 

23 Q. And can /ou t e l l me what the 

24 r a i l - t o - b a r g e r o u t i n g would have been? I mean 

25 f i r s t o f a l l what t h e source of the c o a l w o u l d 

P ALDERSON REPORTING COMPANY. INC. 
(20 2)289-2260 (800) FOR DEPO 

1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C, 2000F 
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2 0 0 5 M A R K E T S T R E E T 

P H I L A D E L P H I A . P A I 9 I 0 3 - 7 0 A 2 

2 1 5 8 5 1 - 6 7 0 0 

F A C S I M I L E 2 1 5 8 5 1 - 6 7 1 0 
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May 13 , 1996 Office of lhe Secretary 

u;4r 1 4 1996 

Partof 
Public Record IT] 

BY HAND 

Mr. Vemon A. Williams, Secretary ^—-—— 
Surface Transportation Foard ' — 
1201 C o n s t i t u t i o n Avenue, N.W., Room 1324 
Washington, D.C. 20423 

Re: Finance Dccket No. 32760, Union P a c i f i c 
Corporatioa, Union P a c i f i c Railroad Company, amd 
Missouri P a c i f i c Railroad Coinpany -- Control and 
Merger -- Southem P a c i f i c R a i l Corporation, 
Southem Pci.cific Transportation Company, St. Louis 
Southwestern Railway Compamy, SPCSL Corp amd The 
Denver and Rio Grande Westem Railroad Companv 

Dear Mr. Williams: 

Enclosed f o r f i L m g i n the above-referenced proceeding 
are an o r i g i n a l and 20 copi.es of a document designated as UP/SP-
245, No»-ice of Supplemental F i l i n g of Deposition Transcripts. 
Also enclosed i s a dis k e t t e containing the t e x t of t h i s document 
i n WordPerfect 5.1 format. 

Accompanying t h i s f i l i n g are the redacted deposition 
t r a n s c r i p t s and other materials r e f e r r e d to i n the notice. Among 
those materials are errata pages and signature pages t o 
deposition t r a n s c r i p t s that were previously f i l e d w i t h the Board 
on A p r i l 29, 1996, i n accordance w i t h Applicants' Notice of 
F i l i n g of Deposition Transcripts (UP/SP-236, f i l e d A p r i l 29, 
1996) . 

Some of these materials b e i n ^ ^ ^ ^ ^ ^ j i d e r s e a l , because 
they contain m a t e r i a l designated as "V^B^^RSRHSQ^^" or 
"Con£ird[fflMta|" under the p r o t e c t i v e order i n t h i s proceeding 
( D e c i s i o n N f f 2, served September 1, 1995). I n every such 



HARKINS CUNNINGHAM 

J Mr. Vemon A. Williams, Secretary 
May 13, 1996 
Page 2 

instance, applicants are simultaneously f i l i n g redacted copies of 
those materials on the public record. 

Very t r u l y yours, 

1 UC^U/t/^'^ty^ 
lames M. Guinivan 
Counsel f o r Applicants Southem 
Paci f i c Rail Corporation. Southern 
Pa c i f i c Transportation Company, St. 
Louis Southwestem R a i l Company. 
SPCSL Corp.. and The Denver and Rio 
Grande Westem'^Railroad Company 

Enclosures 



UP/SP-245 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

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 

NOTICE OF SUPPLEMENTAL FILING OF DEPOSITION TRANSCRIPTS 

CANNON Y. HARVEY 
CAROL A. HARRIS 
LOUIS P. WARCHOT 
Southem P a c i f i c 

Ti.-ansportation Company 
One Market Plaza 
San Francisco, C a l i f o m i a 
(115) 541-1000 

94105 

PAUL A. CUNNINGHAM 
RICKATID B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 N i n e t e e n t h S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

A t t o m e y s f o r Southem 
P a c i f i c R a i l C o r p o r a t i o n . 
Southem P a c i f i c T r a n s p o r t a t i o n 
Companv. St. Louis Southwestem 
Railwav Companv, SPCSL Corp.. 
and The Denver and Rio Grande 
Westem R a i l r o a d Company 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
E i g h t h and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
M i s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 68179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 
(202) 662-5388 

) 

A t t o m e y s f o r Union P a c i f i c 
C o r p o r a t i o n , Union P a c i f i c 
R a i l r o a d Company and M i s s o u r i 
P a c i f i c R a i l r o a d Company 

May 13, 1996 



UP/SP-245 

BEFORE THE 
S TvlfACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RP.ILROAD COMPANY 

-- CONTROL AND MERGER --
SOUTHEP̂ vf PACIFIC RAIL CORPORATION, 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

NOTICE OF SUPPLEMENTAL FILING OF DEPOSITION TRANSCRIPTS 

•v, 

For the convenience of the Board and the p a r t i e s . 

Union P a c i f i c Corporation ("UPC"), Union P a c i f i c Railroad 

Company ("UPRR"), Missouri P a c i f i c Railroad Company 

("MPRR"),i' Southem Pa c i f i c R a i l Corporation ("SPR"), 

Southem P a c i f i c Transportatio.i Company ("SPT"), St. Louis 

Southwestem Railway Company ("SSW"), SPCSL Corp. ("SPCSL"), 

and The Denver and Rio Grande Westem Railroad Company 

("DRGW"),?' are f i l i n g t h i s day c e r t a i n t r a n s c r i p t s and 

associated documents f o r the depositions taken i n t h i s action 

since March 29, 1996, as l i s t e d below: 

UPC, UPRR and MPRR are r e f e r r e d to c611ectively as "Union 
P a c i f i c . " UPRR and MPRR are re f e r r e d t o c o l l e c t i v e l y as "UP." 

2' SPR, SPT, StW, SPCSL and DRGW are r e f e r r e d to 
c o l l e c t i v e l y as "Southem P a c i f i c . " SPT, SSW, SPCSL and DRGW 
are r e f e r r e d to c o l l e c t i v e l y as "SP." 



"1 SUPPLEMENTAL FILING 

Date of Deposition Witness Nature of 
Supplemental Filing 

4/18/96 Grimm Errata; signature page 

4/18/96 Simpsoa'Turner Signed errata; signature 
page 

4/19/96 Hass Redacted version; errata; 
signature page 

4/19/96 Ploth Errata; signature page 

4/19/96 Skinner Errata 

4/21/96 Hunt/Oderwald Redacted version 

4/22-̂ 23'96 Crowley Redacted version: signed 
errata; signature page 

i 4/22/96 0'Conner/Darling Redacted version; errata; 
signature page 

4/23/96 Christensen Redacted version; errata; 
signature page 

4/24/96 Majure Redacted version; errata; 
signature page 

With the exception of certain signature pages and 

eirata that applicants have been unable to obtain from counsel 

for 'he deponents, this l i s t corresponds exactly to the 

Attach-.lent to the Notice of F i l i n g of Deposition Transcripts 

(UP/SP-236), i n which Applicants l i s t e d the materials they 

intended to provide the Boara i n a supplemental f i l i n g . 

A l l every instance i n which a redacted version of a 

deposition transcript i s being f i l e d , the unredacted version 

- 2 -



"1 has previously been f i l e d under seal, and the redacted version 

being f i l e d today should be placed on the public record. 

Respectfully sxibmitted. 

> 

CANNON Y. HARVEY 
CAROL A. HARRIS 
LOUIS P. WARCHOT 
Sou'->-?.m P a c i f i c 

Transportation Company 
One Market Plaza 
San Francisco, C a l i f o m i a 
(415) 541-1000 

94105 

?AUL A. CUNNINGHAM 
'RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
13 00 Nineteenth Street, N.W. 
Washington, D.C. 20036 
(202) 973-7601 

Attomeys f o r Southem 
P a c i f i c R a i l Corporation. 
Southem P a c i f i c Transportation 
Company. St . Louis Southwestem 
Railwav Company. SPCSL Corp.. 
and The Denver and Rio Grande 
Westem Railroad Company 

May 13, 1996 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c Corporation 
Martin Tower 
Eighth and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A> CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c Railroad Conpany 
Missouri P a c i f i c Railroad Company 
1416 Dodge Street 
Omaha, Nebraska 68179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & Bu r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 
(202) 662-5388 

Attomeys f o r Union P a c i f i c 
Corporation. Union P a c i f i c 
Railroad Company and Missouri 
Pa c i f i c Railroad Company 



"1 
CERTIFICATE OF SERVICE 

I , James M. Guinivan, c e r t i f y t h a t , on t h i s 13th day 

of May, 1996, I caused a copy of the foregoing Notice of 

Supplemental F i l i n g of Deposition Transcripts (UP/SP-245) t o 

be served by f i r s t - c l a s s mail, postage prepaid, or by a more 

expeditious manner of deli v e r y on a l l p a r t i e s of record i n 

Finance Docket No. 32760, and on 

Director of Operations Premerger N o t i f i c a t i o n O f f i c e 
A n t i t m s t D i v i s i o n Bureau of Competition 
Suite 500 Room 3 03 
Department of Justice Federal Trade Commission 
Washington, D.C. 20530 Washington, D.C. 20580 

mes M. Guinivan 

J 
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Paae Count 
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2. 

< fPi^.i|^-^<^ 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

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

-- CONTROL AND MERGER 
SOUTHERN PACIFIC RAIL CORPOR7.TI0N, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' RESPONSES TO THE 
TEXAS MEXICAN RAILWAY COMPANY'S 

FOURTH SET OF INTERROGATORIES TO APPLICANTS 

LAĴ 'NON Y 
LOUIS r . 
CAROL A. 
Southern 

. HARVEY 
WARCHOT 
HARRIS 
P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San Francisco, C a l i f o r n i a 94105 
(415) 541-1000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 N i n e t e e n t h S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

Attorneys f o r Southern 
P a c i f i c R a i l C o r p o r a t i c n , 
Southern P a c i f i c T r a n s p o r t a t i o n 
Companv. St. Louis Southwestern 
Railway Company. SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Companv 

"EFTfERED 
Otiica of tho Secretary 

MAY 8 1996 

May 19 96 Li 

Partol 
Public Record 

CARL VON BERNUTH 
RICHARD J. RES.SLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
F Ighth and Eaton Avenues 
Eevhlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
Mi s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 68179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
12 01 Penn.<3ylvania Avenue, N.W. 
P.O. Bex 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

Atto r n e y s f o r Union P a c i f i c 
C orporation, Union P a c i f i c 
R a i l r o a d Company and M i s s o u r i 
P a c i f i c Ra.i.lroad Company 



UP/SP-242 

• •' - ' BEFORE THE 
' > SURFACE TRANSPORTATION BOARD 

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 

APPLICANTS' RESPONSES TO THE 
TEXAS MEXICAIi RAILWAY COMPANY'S 

FOURTH SET OF INTERROGATORIES TO APPLICANTS 

UFC, UPRR, MPRR, SPR, SPT, SSW, SPCSL and DRGW, 

c o l l e c t i v e l y , "Applicants," hereby respond to Texas Mexican 

Railway Company's Fourth Set of Interrogatories to Applicants.-'' 

GENERAL RESPONSES 

The f o l l o w i n g general responses are made with respect 

to a l l of the mtt^rrogatories. 

1. Production of information does not necessarily 

imply thot i t i s relevant to t h i s proceeding, and i s not to be 

construed as waiving any objection stated herein. 

2. In l i n e with past practice i n cases of t h i s 

nature. Applicants have not secured v e r i f i c a t i o n s f o r the answers 

to i n t e r r o g a t o r i e s herein. Applicants are prepared to discuss 

In these responses. Applicants use acronyms as they 
have defined them i n the a p p l i c a t i o n . However, subject to 
General Objection No. 10 below, f o r purposes of i n t e r p r e t i n g the 
requests. Applicants w i l l attempt to observe Tex Mex's d e f i n i ­
tions where they d i f f e r from Applicancs' ( f o r example, Tex Mex's 

! d e f i n i t i o n s of "UP" and "SP," unlike Applicants', include UPC and 
y SPR, r e s p e c t i v e l y ) . 
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the matter w i t h Tex Mex i f t h i s i s of concern wi t h respect to any 

p a r t i c u l a r answer. 

GENERAL OBJECTIONS 

The f o l l o w i n g objections are made with respect to a l l 

of the i n t e r r o g a t o r i e s . Any additional s p e c i f i c objections are 

s t a t t d at the beginning of the response co each int e r r o g a t o r y . 

1. Applicants object to production of, and are 

not producing, documents or information subject to the attorney-

c l i e n t p r i v i l e g e . 

2. Applicants object to production of, and are 

not producing, documents or information subject to the work 

product doctrine. 

3. Applicants object to production of, and are 

not producing, documents prepared i n connection with, or 

in.<=orniation r e l a t i n g t o , possible settlement of t h i s or any other 

proceeding. 

4. Applicants object to production of, and are 

not producing, public documents that are r e a d i l y a v a i l a b l e , 

i n c l u d i n g but not l i m i t e d to documents on public f i l e at the 

Board or the Securities and Exchange Commission or cl i p p i n g s from 

newspapers or other public media. 

5. Applicants object to the production of, and are 

not producing, d r a f t v e r i f i e d statements and documents r e l a t e d 

thereto. I n p r i o r r a i l r o a d consolidation proceedings, such 

documents have been t r t >d by a l l parties as protected from 

production. 
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6. Applicants object to providing inform.ation or 

documents that are as r e a d i l y obtainable by Tex Mex from i t s own 

f i l e s . 

7. Applicants object to the extent that the 

in t e r r o g a t o r i e s aek hig h l y c o n f i d e n t i a l or sen s i t i v e commercial 

information (including, i n t e r a l i a , contracts containing 

c o n f i d e n t i a l i t y clauses p r o h i b i t i n g dj.sclosure of t h e i r terms) 

that i s of i n s u f f i c i e n t relevance to warrant production even 

under a pro t e c t i v e order. 

8. Applicants object to the i n t e r r o g a t o r i e s to the 

extent that they c a l l f o r the preparation of special studies not 

already i n existence. 

9. Applicants incorporate by reference t h e i r 

objections to the d e f i n i t i o n s and i n s t r u c t i o n s set f o r t h i n Tex 

Mex's F i r s t I n t e r r o g a t o r i e s to Applicants and Tex Mex's F i r s t 

Request f o r Production of Documents. 

SPECIFIC RESPONSES AND ADDITIONAL OBJECTIONS 

InterroQatory No. 1 

"On page 109 of UP/SP-231, Applicants' Rebuttal, 
Volume I I , Part B - Statements on Competition and Public 
Benefits, Mr. Peterson states that 'Second, leaving aside t r a f f i c 
to and from Eastern U.S. and Midwest gateways, g r a i n accounts f o r 
35% of Tex Mex's SP-interchanged t r a f f i c ' I d e n t i f y a l l the 
'Eastern U.S. and Midwest gateways' to which Mr. Peterson 
r e f e r s . " 

Response 

Subject to the General Objections stated above, 

Applicants respond as follows. 

The gateways refe.i."red to i n the c i t e d testimony are 
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Chicago, IL; E. St. Louis, IL-St. Louis, MO; Memphis, TN; Baton 

Rouge, LA; New Orleans, LA; Kansas City, KS/MO; Duluth, MN -

Superior, WI; and J o l i e t , IL. (See the Errata to Mr. Peterson's 

r e b u t t a l testimony f o r correction of the percentage f i g a r e i n the 

c i t e d testimony.) 

Int e r r o g a t o r y No. 2 

"Section 11 of the CMA Agreement provides, i n part, 
t h a t 'Section 4b of the BN/Santa Fe Settlement Agreement s h a l l be 
amended by adding at the end thereof: '"BU/Santa Fe's access and 
interchange r i g h t s at Corpus C h r i s t i and Brownsville must be at 
least as favorable as SP has currently."' Section 4b of the 
BN/Santa Fe Settlement Agreement, before i t was amended, pro­
vides, i n pa r t , that 'BNSF sha l l also have the r i g h t to 
interchange w i t h ( i ) the Tex-Mex Railway at Corpus C h r i s t i and 
Robstown. . . .' State whether: 

a) 3N/Santa Fe's access and interchange r i g h t s 
at Corpus C h r i s t i under the BN/Santa Fe Settlement Agreement 

y changed from before the CMA Agreement amendment to a f t e r the 
CMA Agreement amendment; and 

b) I f the answer to subsection a) i s 'yes', 
i d e n t i f y the differences between: (a) the BN/Santa Fe's 
access and interchange r i g h t s before the CMA Agreement 
amendment and (2) the BN/Santa Fe's access and interchange 
' r i g h t s ' a f t e r the CMA Agreement amendment." 

Response 

Subject to the General Objections stated above, 

Applicants respond as follows: 

The p a r t i c u l a r terms of BN/Santa Fe's interchange 

r i g h t s at Corpus C h r i s t i and Brownsville were net addressed i n 

the BN/Santa Fe settlement agreement. Applicants' i n t e n t i o n had 

been that BN/Santa Fe's r i g h t s would be at least as favorable as 

SP has c u r r e n t l y . The CMA Agreement made t h i s e x p l i c i t . 



R e s p e c t f u l l y submitted. 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San Francisco, C a l i f o r n i a 94105 
(415) 541-1000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nine t e e n t h S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

At t o r n e y s f o r Southern 
P a c i f i c R a i l C o r p o r a t i o n , 
Southern P a c i f i c ' ^ r a n s p c r t a t i o n 
Company. St. Louis Southwestern 

..J Railway Cor.tpanv. SPCSL Corp 
The Denver and Rio Grande 
Western R a i l r o a d Company 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
E i g h t h and Eaton Avenues 
Bethlehem, Pennsylvania 18C18 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
Mi s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 6 817 9 
(402) 271-5000 

t r 
and ARVID E. ROACH I I 

J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
12 01 Pennsylvania Avenue, N. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

W. 

Att o r n e y s f o r Union P a c i f i c 
C orporation. Union P a c i f i c 
R a i l r o a d Company and M i s s o u r i 
P a c i f i c R a i l r o a d Company 

May 7, 1996 
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CERTIFICATE OF SERVTCF 

I , Michael L. Rosenthal, c e r t i f y t h a t , on t h i s 7th 

day of May, i.996, I caused a copy of the foregoing document to 

be served by hand on Richard A. Allen, counsel t o r The Texas 

Mexican Railway, at Zuckert, Scoutt & Rasenberger, 888 

Seventeenth Street, N.W. Suite 600, Washington, D.C. 20006-

3939, and by f i r s t - c l a s s mail, postage prepaid, or by a more 

expeditious manner of de l i v e r y on a l l p a r t i e s appearing on the 

r e s t r i c t e d service l i s t established pursuant to paragraph 9 of 

the Discovery Guidelines i n Finance Docket Nc. 32760, and on 

Director of Operations Premerger N o t i f i c a t i o n Office 
A n t i t r u s t D i v i s i o n Bureau of Competition 
Suite 500 Room 303 
Department of Justice Federal Trade Commission 
Washington, D.C. 20530 Washington, D.C. 20580 

Michael L. Rosenthal 
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y^ UP/SP-241 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

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

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

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

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' SUBMISSION OF VERIFIED STATEMENT 
CONCERNING SETTLEMENT AGRREMENT WTTR r.c;Y 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
Sar Francisco, C a l i f o r n i a 94105 
(415) 541-1000 

PAUL A. Cf INN INGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nine t e e n t h S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

A t t o r n e y s f o r Southern 
P a c i f i c Rai1 Corporation, 
Southern P a r i f i c T r a n s p o r t a t i o n 
Companv. St. Louis Southwestern 
Railwav Compagy. SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Company 

May 7, 1936 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
Eighth and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLA.̂  
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union "Pacific R a i l r o a d Company 
Missouri P r . - i f i c R a i l r o a d Companv 
1416 Dodge S t r e e t 
Omaha, Nebraska 68179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
S. WILLIAM LIVINGSTON, JR. 
Covington & B u r l i n g 
12 01 Pennsylvania Avenue, N W 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

Attorneys f o r Union Pari f i r 
C o r r - r a t i o n . Union P a c i f i c 
R a i l r o a d Cnmpanv and Missouri 
P a c i f i c Ra-j-lT-oad Company 



UP/SP-241 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket Nc. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD 
AND MISSOURI P.ACIFIC 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 

APPLICANTS' SUBMISSION OF VERIFIED STATEMENT 
CONCERNING SETTLEMENT AGREEMENT WITH CSX 

Applicants submit herewith the V e r i f i e d Statement of 

Richard B. Peterson concerning Applicants' settlement w i t h CSX 

Corporation, CSX Transportation, Inc., CSX Intermodal, Inc. and 

Sea-Land Service, Inc. 

J 



Respec t fu l ly submitted, 

CAIvTNON Y. 
LOUIS P. 
CAROL A . 
Southern 

HARVEY 
WARCHOT 
HARRIS 
P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San Francisco, C a l i f o r n i a 94105 
(415) 541-1000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nineteenth S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

At t o r n e y s f o r Southern 
P a c i f i c R a i l Corporati:)n, 
Southern P a c i f i c T r a n s p o r t a t i o n 
Company, St. Louis Southwestern 
Railwav Company. SPCSL Corp, 
The Denver and Rio Grande 
Western R a i l r o a d Company 

and 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
E i g h t h and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
M i s s o u r i P a c i f i c R a i l r o a d Compa.ny 
1416 Dodge S t r e e t 
Omaha, Nebraska 6 817 9 
(402) 271-5000 

ARVID E. ROACH 
J. MICHAEL HEMMER 
S. WILLIAM LIVINGSTON, JR. 
Covir'-jtor. & B u r l i n g 
1201 Pennsylvania Avenue, N.W 
P.O. Box 7566 
Washington, U.C. 20044-7566 
(202) 662-5388 

May 7, 1996 

Att o r n e y s f o r Union P a c i f i c 
C o r p o r a t i o n . Union P a c i f i c 
R a i l r o a d Company and M i s s o u r i 
P a c i f i c R a i l r o a d Company 

•J 



CERTIFICATE OF SERVICE 

I , Michael L. Rosenthal, c e r t i f y t h a t , on t h i s 7th 

day of May, 1996, I caused a copy of the foregoing document t o 

be served by f i r s t - c l a s s mail, postage prepaid, or by a more 

expeditious manner of del i v e r y on a l l p a r t i e s of record i n 

Finance Docket No. 32760, and on 

Director of Operations 
Antitri-.st D i v i s i o n 
Suite 500 
Department of Justice 
Washington, D.C. 20530 

Premerger N o t i f i c a t i o n Office 
Bureau of Competition 
Room 3 03 
Federal Trade Commission 
Washington, D.C. 20580 

Michael L. Rosenthal 



\ VERIFIED STATEMENT 

OF 

RICHARD B. PETERSON 

My name i s Richard 3. Peterson. I am Senior 

D i r e c t o r - I n t e r i i n e Marketing of LP. My educational background 

and relevcnt work experience are set f o r t h i n my v e r i f i e d 

statement i n Volume 2 of the merger a p p l i c a t i o n (UP/SP-23). 

This statement i s submitted i n response to a l e t t e r 

dated March 5, 1996 from the Chief of the Section of 

Environmental Analysis ("SEA") of the Surface Transportation 

Board concerning possible environmental e f f e c t s of executed 

settlement agreements. The l e t t e r states: "[Applicants] may 

t i l e a V e r i f i e d Statement [rather than a Preliminary Draft 

Ervironmental Assessment ("PDEA")] f o r a settlement agreement 

i f the agreement involves no substantive operational changes 

a. d no abandonment or construction p r o j e c t s . I f a f t e r 

reviewing the operating plans f o r each settlement agreement, 

you determine that a V e r i f i e d Statenient i s appropriate, you 

must c e r t i f y that the agreement meets the exemption c r i t e r i a 

under 49 CFR 1105.6(c) (2). Each V e r i f i e d Statement must 

include supporting operating data." 

This statement discusses the settlement agreement 

that Applicants executed with CSX Corporation, CSX 

Transportation, Inc., CSX Intermodal, Inc. and Sea-Land 

Service, Inc. ( c o l l e c t i v e l y "CSX"), which was entered i n t o on 

) A p i i l 26, 1996 and submitted to the Board on May 1, 1996. 



3̂ 

- 2 

As explained below, the agreement wit h CSX does not 

involve substantive operational changes or r a i l l i n e 

abandonments or construct.'on projects. Applicants lereby 

c e r t i f y that the agreement meets the exemption c r i t e r i a under 

49 C.F.R. § 1105.6 (c) (2) . 

In general, the settlement commits Applicants to 

negotiate w i t h CSX i n the event that they are required to s e l l 

or provide access to UP/SP properties and conduct such 

negotiations w i t h any Eas-ern c a r r i e r . The settlement also 

modifies the arrangement f o r a l l o c a t i o n of costs f o r a j o i n t 

f a c i l i t y agreement i n I l l i n o i s and contains c o n f i d e n t i a l 

::ommercial terms f o r the handling of t r a f f i c of CSX a f f i l i a t e s 

Sea-Land and CSXI. 

The settlement agreement does not provide f o r or 

require any r a i l l i n e abandonments or construction p r o j e c t s , 

and none i s planned as a re s u l t of the agreement. We do not 

a n t i c i p a t e that CSX w i l l acquire trackage as a r e s u l t of the 

agreement, and we do not expect the agreement to r e s u l t i n any 

o p e r a t i c a l changes or any increases (or decreases) i n t r a f f i c 

on UP/SP l i n e segments. 

J 



VERIFICATION 

DISTRICT OF COLUMBIA ) SS: 

I , Richard B. Peterson, being duly sworn, state that 
I have read the foregoing statement, that I know i t s contents, 
and th a t those contents are true as stated: 

Richard B. Peterson 

Subscribed and sworn to before me 
t h i s 7th day of May, 1996. 

/ 

Nota ry P u b l i c 
Wanda Walker 

My Commission e x p i r e : Notary Public, District of Columbia 
My Commission Expires July 14,2000 
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BY HAND 

Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
Twelfth Screct and Constitution Avenue, 
Room 2215 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union P a c i f i c 
Corp., ec a l . -- Control &. Merger -- Southern 
Pacifc Rail Corp.. et a l . 

Dear Secretary Williams: 

Enclosed f o r f i l i n g i n the above-captioned docket 
are the o r i g i n a l and 20 copies of UP/SP-240, t i t x e d "Errata to 
Applicants' Rebuttal F i l i n g . " Please note that Applicant's are 
f i l i n g two versions: one i s redacted fc^- the public f i l e and 
the other contains "Highly Confi(;^ejjitial" information f o r 
f i l i n g under seal. Each veVsion is'cTfearly marked. The Board 
i s being provided w i t h 20 copies of both versions. Also 
enclosed i s a copy of the f i l i n g on diskette i n Wordperfect 
5.1 format. 

We also have included two ad d i t i o n a l d i skettes. One 
disk e t t e , i n Wordperfect 5.1 format, contains a.i unredacted 
version of Mr. Peterson's Rebuttal V e r i f i e d Statement frcm 
ur./SP-231, as well as the revised Exhibit 1 to Mr. Kauders' 
testimony. The second d i s k e t t e contains Exhibits 2 and 3 to 
Mr. Kauders' testimony, i n Excel spreadsheet format. 

Applicants have served both versions of the Errata 
cn p a r t i e s wno are represented by outside counsel and have 
GL ..vised t h a t they have complied with the terms of the 
pr o t e c t i v e order entered i n Decision No. 2, served September 
1, 1995. Redacted copies of these Errata have been served on 
a l l other p a r t i e s . Applicants w i l l promptly provide "Highly 



C O V . V ' G T O N & B U R L I N G 

Honorable Vernon A. Williams 
May 7, x996 
Page 2 

Co n f i d e n t i a l " versions of the Errata on request to those 
i n d i v i d u a l s who q u a l i f y under the terms of the p r o t e c t i v e 
order. Copies of the Errata can be obtained by contacting 
Karen Kramer at Covington & Burling, (202) 662-bl67. 

Sincerely, 

IT n..^->^li TT tf Arvid E. Roach I I 

Enclosures 

cc: A l l Parties of Record 
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Item No. _ 

Page•Count U 

7^ 
L A W O F F I C E S 

JACKSON & JESSUP, P.C. 
3 4 ] < N O t T H W A S H I N O T O N l O U L B V A I I D 

POST O F F I C E l O X 1240 

A I L I N O T O N . V I R O I N I A 2 ] 1 I 0 

( 7 0 ] ) S ] ] -405 l> 

T B L S C O r i H 

(70S) S2J-40J4 

I N T B I N I T 

T « A N S L A W « O O S . D O S Y S . C 0 M 

W I L L I A U P l A C K l O M . l K . 

DAVID C • • • V I I 

l O B H T a V L U V A M 

J O I N 1 c i . P i . i r 

Mr. Vernon A. Williams 
Secretary 
Surface Transportation Board 
12th & Co n a t i t u t i o n Ave., N.W. 
Washington, DC 20423 

May 6, 1996 
O I I A L D a I I 9 S U P 

( l f f l l . l « P 4 ) 

HAND-DELIVSRED 

Re: Ur.ion P a c i f i c Corp., Union P a c i f i c 
Railroad Co., and Missouri P a c i f i c 
Railroad Co.—Control and Merger — 
Southern Pacific Rail Corp., Southern 
Pacific Transportation Co., St. Louis 
Southwestern Railway Co., SPCSL Corp. 
and The Denver and Rio Grande Western 
Railroad Co. 

Finance Docket No. 32760 

Dear Mr. Williams: 

Encloseo .Jor f i l i n g i n the referenced proceeding are the o r i g i n a l and 20 
copies of the Second Set of Int e r r o g a t o r i e s t o Applicants and Second Request 
f o r Production of Documents t o Applicants of Save the Rock Island Committee, 
Inc. (STRC-10). The c e r t i f i c a t e of seivice indicatea service upon the required 
p a r t i e s . Also enclosed i s a 3.5-inch disk containing the t e x t of the document 
i n WordPerfect 5.1 format. 

Please acknowledge the receipt and f i l i n g of the enclosed discovery 
requests by r e c e i p t stamping the copy of t h i s l e t t e r and the extra copy of the 
discovery requests enclosed f o r thai, purpose and re t u r n i n g them t o the 
undersigned i n the enclosed pre-addressed, postage paid envelope. 

Very t r u l y yours, 

William Pf Jackson, J r . 

WPJ/jmb 

Enclosures 

cc: Mr. Jack Wright 
Restr icted Service L i s t Parties 

Office of the Secretary 

M»Y 7 mi 

El Partof 
Public Rerxjrd 



STRC-10 

BEFORE THE 

SURFACE TR*VST»ORTATION BOARD 

WASHINGTON, D.C. 

UNION PACIFIC CORP., UNION PACIFIC 
RAILROAD CO., AND MISSOURI PACIFIC 
RAILROAD CO.—CONTROL AND MERGER— 
SOUTHERN PACIFIC RAIL CORP., SOUTHERN 
PACIFIC TRANSPORTATION CO., ST. LOUIS 
SOUTHWESTERN RAILWAY CO., SPCSL CORP. AND THE 
DENVER AND RIO GR/NDE WESTERN RAILROAD CO. 

m^m— 
Office of the Secretary 

•MY 7 mi 

H] Pan of 
Public Record 

Finance Docket No. 32760 

SECOND SET OF INTERROGATORIES TO APPLICANTS 
AND S3COND REQUEST FOR PRODUCTION OF DOCUMENTS 

TO APPLICANTS OF SAVE THE ROCK ISLAND COMMITTEE. INC. 

Pursuant to 49 C.F.R. Part 1114, Subpart B, and the Order Adopting 

Discovery Guidelines served December 7, 1995, in this proceeding as revised. 

Save the Rock Island Committee, Inc., hereby submits i t s Second Set of 

Interrogatories and i t s Second Request for Production of Documents to Union 

Pacific Corporation, Union Pacific Railroad Company and Missouri Pacific 

Raixroad Company, and to Southern Pacific Rail Corporation, Southern Pacific 

Transportation Company, St. Louis Southwestern Railway Company, SPCSL Corp., 

and the Denver and Rio Grande Western Railroad Company. 

DEf-INITIONS AND INSTRUCTIONS 

The definitions and instructions j e t forth in the F i r s t Set of 

Interrogatories to Applicants and F i r s t Requests for Production of Documents 

to Applicants of Save the Rock Island Committee, Inc. (STRC-7), apply and are 

incorporikted into each interrogatory and each Document Production Request as 

though f u l l y set forth therein, with the addition of the following definition: 



16. The term "Kansas City-Labadie proportional rate agreement" means 

the "proportional rate agreement between Kansas City and St. Louis" referred 

to and discussed at page 7 of the Rebuttal VsrLfi^d Statement, of John H. 

Rebensdorf in UP/SP-231. 

INTERROGATORT5S 

29. State whether under the Kansas City-Labadie proportional rate 

agreement the Applicanta or any other party wtll be required to use any part 

of the SSW Kansas City-St. Louis line to reach Labadie from: 

a. Kansas City; or 

b. St. Louis. 

30. State why, aa atated at page 7 of tP/SP-231, that Applicanta "could 

not reach avjreemenc with BN/Santa Fe on sale of [the former Rock Island line 

between St. Louis and Owensville]." 

DOCUMENT PRODUCTION REOUEST 

19. Produce the Kansas City-Labadie proportional rate agreement. 

Respectfully submitted, 

SAVE THE ROCK ISLAND COMMITTEB 

By £r^y^ 
William P 
I t s Atto/hey 

INC. 

OF COUNSEL: 

JACKSON & JESSUP, P.C. 
Post Office Box 1240 
Arlington, VA 22210 
(703) 525-4050 

- 2 



CERTIFICATE OF SERVICE 

I , William P. Jackaon, J r . , hereby certify that on this 6th day of May, 

1996, I have served one copy of the foregoing Second Sev of Interrogatories to 

Applicanta and Second Requeat for Production of Documenta to Applicants of 

Save the Rock laland Committee, Inc., upon: (1) a l l partiea on the Reatricted 

Service L i s t in thia proceeding by f i r a t claaa mail, poatage prepaid, or by 

telecopier; (2) upon the following party by hand: 

Arvid E. Roach I I , Eaquire 
S. William Livingston, J r . , Eaquire 
Michael L. Roaenthal, Esquire 
Covington & Burling 
1201 Pennsylvania Avenue, NW 
P.O. Box 7566 
Washington, DC 20044 
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Page Count V 

n 
TROUTMAN SANDERS LLP 

A T T O R M E Y S A T l _ A W 

VVn.UIAM • MULLINS 

HAND DELIVERED 

Mr. Vemon A. Williams 
Su'face Transportation Board 
Case Control Branch 
Room 2215 
1201 Constitution Avenue, N.W. 
Washington, D.C. 20423 

1300 I STREET. N W 
SUITE 500 EAST 

WASHIN(3TON. D C ^CO0S-33^4 
TELEPHONE 202 274 2950 

FACSIMILE 202 274 2994 

May 3, 1996 
DIRECT ?02 274 2953 

Re: Finance Docket No. 32760, Union Pacific Corporation, Union Pacific Railroci 
Company and Missouri Pacific Railroad Company - Control & Merger — 
Southem Pacific Rail Corporation, Southem Pacific Transportation Company, St. 
Louis Southwestem Railway Company. SPCSL Corp. and the Denver und Rio 
Grande Westem Railroad Company 

Dear Secretary Williams: 

Enclosed please find an original and five copies of The Kansas City Southem Railway 
Company Inc.'s Supplemental List of Numbered Pleadings filed bv The Kansas City Southem 
Railway Company ("KCS-51"). 

Also enclosed is a 3.5 iuoh disk containing the text of KCS-51. 

Sincerely yours. 

WiL.am A. Mullins 

Enclosures 

cc: The Honorable Jerome Nelson 
Restricted Service List 

y 

ENTfRR5 
Office of the Sacrstary 

HAY 7t996 
r : T Partof 

^ ' Public Record 



KCS-51 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finar^re Docket No. 32760 

aoi 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPAi 
AND MISSOURI PACIFIC RAILROAD COIVIPANY 

-- CONTROL f^ERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

^ J$ 
MA ' 

SUPPLEMENTAL LIST OF NUMBERED PLEADINGS FILED BY 
THE KANSAS CITY SOUTHERN RAILWAY COMPANY 

Richard P. Bruening 
Robert K. Dreiling 
The Kansas City Southern 

Railway Company 
114 West 11 th Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shanr on. Rill & Scon 
3050 K Street, N.W. 
Suite 400 
Washington, D.C, 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

ENTERED— 
Ofios of :he Secre y 

WY 7)994 

Part of 
Public Reoorc* 

John R. Molm 
Alan E. Lubel 

William A Mullins 
Troutman Sanders LLP 

1300 • Street N.W. 
Suite 500 East 

Washington, D.C. 20005-3314 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attorneys for The Kansas City Southern 
Railway Company 

y 
May 3, 1996 



KCS-51 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finaoce Docket No. 32760 

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

- CONTROL 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 

SUPPLEMENTAL LIST OF NUMBERED PLEADINGS FILED BY 
THE KANSAS CITY SOUTHERN RAILWAY COMPANY 

Pursuant to Surface Transponation Board Decision Nos. 15 and 32 (served 2/16/96 and 

4/24/96), notice is hereby giv n that the following pleadings have been filed by The Kansas City 

Southern Railway Company ("K.CS") in this proceeding. Panies of record may obtain a copy of any 

or all of these pleadings by directing a written request, specifying the pleadings requested and the 

name and address of the person to whom .such request should be directed, to: William A. Mullins, 

Troutman Sanders, 1300 I Street, N.W., S iite 500 East, Washington, D.C. 20005. The requested 

pleadings will be mailed within three days of receipt of the request. 

KCS-1-08/ ' i4/95-Comments of Kansas City Southern Railway Company on Proposed 
Procedural Schedules & Opposition to Proposed Protective Order 

KCS-2-08/14/95"Opposit ion of Kansas City Southern Railway Company to Proposed 
Protective Order 

KCS-3-09/18/95"Ccmments of the Kansas City Southern Railway Company on Proposed 
Procedural Schedule 

KCS-4-10/10/95-Pet i t ion of the Kansas City Southern Railway Company for leave to file 
Additional Comments on Proposed Procedural Schedule 

KCS-5-09/u5/95"Peri t ion Of the Kansas City Southern Railway Company for a Stay of 

r cision 



KCS-5 (A)"10/10/95"Addit ional Comments J the Kansas City Southern Railway Company 
on Proposed Procedural Schtdule 

KCS-6-09/05/95"Petit ion of the Kansas City' Southern Railway Company to Reopen and 
Reconsider the Commission's Decision 

KCS-7-11/13/95"Kansas City Southem Railway Company's First Interrogatories to 
Applicants 

KCS-8-11/1 J/95"Kansas City Southern Railway Company's First Requests for Admission to 
Applicants 

KCS-9-11/22/95-Kansas City Southern Railway Company's First Request fu. Production of 
Documents to Burlington Northern Santa Fe Corporation and Related Entities 

KCS-10-12/14/95"Amendment to Kansas Citv Southern Railway Company's Request for 
Admission to Applicants 

KCS-11-12/29/95"Kansas City Southern Company's Revised First .'nterrogatories to 
Applicants 

KCS-12-01/02/96-Kansas City Southern Railvi/sy Company's Memorandum of Law in 
Support of Motion to Compel Applicants to Produce Documents and Information Regarding 
the Negotiations of the Burlington Northern/Santa Fe Trackage Rights Agreement 

KCS-13-01/05/96"Kansas City Southern Railway Company's Second Discovery Requests 
tc Applicants 

KCS-14-01/11/96"Kansas City Southern Railway Company's Third Discovery Requests to 
Applicants 

KCS-15--01/11/96"Kansas City Southern Railway Company's Notice of Intent ro Participate 

KCS-16-01/24/96-The Kansas City Southern Railway Company's Fourth Discovery 
Requests to Applicants 

KCS-1 7-01 /24/96 -Comments of the Kansas City Southern Railway Company in Support of 
the Motion by Western Shippers Coalition for Enlargement of Procedural Schedule 

KCS-18-01/29/96-Not ice of the Kansas C'cy Southern Railway Company 

KCS-19-02/08/96-Kansas City Southern Railway Company's Subpoena to Gerald Grinstein 
(not is'iued) 

KCS-20--02/21/96-Kansas City Southern Railway Company's Fifth Disco"ery Requests to 
Applicants 

KCS-21-02/22/96-Kan3as City Southern Railway Company's Second Discovery Requests 
to BNSF Corporation and its Predecessors in Interest 

KCS-22-02/23/9S"Kansas City Southern Railway Company's Sixth Discovery Requests to 
Applicants 

y 



* ) KCS-23-02/26/96-Kansas City Southern Railway Company's List of Numbered Pleadings 
Filed to date 

KCS-24"03/04/96-Kansas City Southern Railway Company's Objections to Applicants' 
First Set of Interrogatories and Requests for Production of Documents 

KCS-25-03/04/96-Kansas City Southern Railway Company's Objections to Burlington 
Norther Railroad Company and the Atchison, Topeka and Santa Fe Railway Company's First 
Ser of Interrogatories and Requests for Production of Documents 

KCS-27"03/04/96-Kansas City Southern Railway Company's Responses to Applicants' 
First Set of Interrogatories and Requests for Production of Documents 

KCS-28-03/04/96-Kansas City Southern Railway Company's Responses to Burlington 
Norther Railroad Company and the Atchison, Topeka and Santa Fe Railway Company's First 
Set of Interrogatories and Requests for Production of Documents 

KCS-29-03/18/96-Comments of The Kansas City Southern Railway Company in Opposition 
to Applicants' Appeal from Administrative Law Judge's Order Restricting Applicants' 
Discovery 

KCS-30-03/21/96-The Kansas Cir- Southern Railway Company's First Supplemental 
Answers to Applicants' First Set of Interrogatories and Requests for Production of 
Documents 

KCS-31- 03/22/96-The Kansas City Southern Railway Company's Motion for an Order 
Requiring The Submission of a Preliminary Draft Environmental Assesment 

KCS-32-0.':/29/96-Response cf the Kansas City Southern Railway Company to Application 
for Terminal Rights 

KCS-33-03/29/96-Comments of The Kansas City Southern Railway Company and Request 
for Conditions 

KCS-34-04/03/96-The Kansas City Southern Railway Company's Second Supplemental 
Answers to Applicants' First Set of Interrogatories and Requests for Production of 
Documents 

KCS-35-04/10/96-The Kansas City Southern Railway Company's Responses to Applicants' 
Second Set of Interrogatories and Requests for Predi cti on of Documents 

KCS-36 -04/10/96-(NITL-13 SPI-14 WSC-14 DOW-15 IP-13 KENN-14 CR-28) Joint Motion 
of NITL. SPI, WSC, DOW, International Paper, Kennecott Energy Company, KCS and 
Consolidated Rail Corporation for Clarification of Decision No. 6 

KCS-37-0^/10/96-The Kansas City Southern Railway Company's Responses to Applicants' 
Third Set of Interi cgatories and Requests for Production of Documents 

KCS-38-04/15 96-The Kansas City Southern RaiUay Company's Responses to Applicants' 
Fourth Set of Interrogatories and Requests for Production of Documents 

J - 3 



, KCS-39-04/15/96-The Kansas City Southern Railway Company's Responses to Applicants' 
^ ) Fifth Set of Interrogatories and Requests for Production of Documents 

KCS-40-04/15/96"The Kansas City Southern Railway Company's Responses to Applicants' 
Sixth Set of Interrogatories and Requests for Production of Documents 

KCS-41-n4/16/96"The Kansas City Southern Railway Company's Responses to Applicants' 
Seventh Set of Interrogatories and Requests for Production of Documents 

KCS-42-04/18/P6"Excerpts of Depositions Cited in Comments of The Kansas City Southern 
Railway Company and Request for Conditions (KCS-33) 

KCS-4' -04 /18 /96"The Kansas City Southern Railway Company's Errata to iments and 
Request •or Conditions (KCS-33) 

KCS-44-04/18/96-The Kans's City Southern Railway Company's Seventh Discovery 
Requests to Applicants 

KCS-45-04/19/96-The Kansas City Southern Railway Company's Responses to Applicants' 
Tenth Set of Interrogatories and Requests for Production of Documents 

KCS-46-04/23/96-The Kansas City Southern Railway Company's Supplemental Response 
to Interrogatory No. 1 of Aoplicants' Fifth Set of Interrogatories and Document Requests 

KCS-47-04/24/96-The Kansas City Southern Railway Company's Supplemental Response 
to Interrogatory No. 1 of Applicants' Tenth Set of Interrogatories, and Document Requests 

• • J KCS-48-04/24/96-The Kansas City Southern Railway Company's K<esponses to Applicants' 
Fourteenth Set of Interrogatories and Document Requests 

KCS-49"04/29/96"The Kansas City Southern Railway Company's Motion to Require 
Amendment to Application or in the Alternative to Allow Parties to Conduct Discovery and 
Submit Evidence Relating *o Applicants' Settlement Agreement with CMA 

- 4 



This 3rd day of May, 1996. 

Richard P. Bruening 
Robert K. Dreiling 
The Kansas City Southern 

Railway Company 
114 Wis t 11 th S* eet 
Kansas City, Niisscuri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

John R. Molm 
Alan E Lubel 
Willi-.m A. Mullins 
Troutman Sanders LLP 
1300 I Street, N.W. 
Suite 500 - East 
Washington, D.C. 20005-3314 
Tel: (202) 2V'?-2950 
Fax: (202) 274-2994 

y 

James F. Rill 
Sean F.X Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W. 
Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (201) 338-5534 

Attorneys for The Kansas City Southern 
Railway Company 

-5 
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May 1, 1996 
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B R U S S E L S I 0 - 4 O B C L Q I U M 
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BY HAND 

Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
Twelfth Street and Constitution Avenue, N.W. 
Room 2215 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union P a c i f i c 
Corp., et a l . -- Control & Merger -- Southern 
Pacific R a i l Corp.. et a l . 

Dear Secretary Williams: 

Enclosed f o r f j l i n g i n the above-captioned docket 
are tne o r i g i n a l and twenty copies of Applicants' Submission 
of Settlei.^ent Agreement wit h CSX (UP/SP-238) . Also enclosed 
i s a 3.5-inch disk containing the t e x t of t h i s pleading i n 
WordPerfect 2 .1 format. 

Please note that Applicants' settlement agreement 
with CSX has two versions: one i s redacted f o r the public 
f i l e , ana the other contains "Highly C o n f i d e n t i a l " information 
for f i l i n g under seal. The redacted version i s included as 
Exhibit A t o t h i s f i l i n g , which i s being served on a l l 
p a r t i e s . The "Highly Confidential" version Ls c l e a r l y marked 
and i s being separately f i l e d with the Board under seal. The 
Board i s being provided w i t h 20 copies of both versions. The 
"Hiyhly C o n f i d e n t i a l " version i s also being served on p a r t i e s 
that have requested i t and have indicated that they w i l l 
adhere to the r e s t r i c t i o n s of the p r o t e c t i v e order. 



C O V I N G T O N & B U R L I N G 

Honorable Vernon A. Williams 
May 1, 1996 
Page 2 

I would appreciate i t i f you would date-stamp the 
enclosed extra copy cf the pleading and return i t to the 
messenger f o r our f i l e s . 

Sincer ely, 

Michael L. Rosenthal 

Enclosures 

cc: Hon. Jerome Nelson 
Parties OL Record 



UP/SP-238 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

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 

AtPLICANTS' SUBMISSION OF SETTLEMENT AGREEMENT WITH CSX 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San Francisco, C a l i f o r n i a 
(415) 541-1000 

94105 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nineteenth S t r e e t , N.W. 
Washington, i:.C. 20036 
(202) 973-7601 

A t t o r n e y s f o r Southern 
P a c i f i c R a i l C o r p o r a t i o n . 
Southern P a c i f i c T r a n s p o r t a t i o n 
Company, St. Louis Southwestern 
Railway Company. SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Company 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
E i g h t h and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 8C1-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
M i s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 6 817 9 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

At t o r n e y s f o r Union P a c i f i c 
C o r p o r a t i o n . Union P a c i f i c 
R?^iIroad Company and Missouri 
P a c i f i c R a i l r o a d Company 

May 1, 1996 



UP/SP-238 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

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 CORP̂  AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' SUBMISSION OF SETTLEMENT AGREEMENT WITH CSX 

Applicants Union Pacific Corporation ("UPC"), Un̂ -on 

P a c i f i c Railroad Company ("UPRR"), Mis.^ouri P a c i f i c Railroad 

Company ("MPRR"), Southern Pacific Rail Corporation ("SPR"), 

Southern Pacific Transportation Company ("SPT"), St. Louis 

Southwestern Railway Company ("SSW"), SPCSL Corp. ("SPCSL"), 

and The Denver a i d Rio Grande Western Railroad Company 

{' DRGW") , h e r e b y submit copies of the settlement agreement 

that they have reached i n t h i s proceeding w i t h CSX 

Corporation, CSX Transportation, Inc. and Sea-Land Service, 

Inc. ( c o l l e c t i v e l y , "CSX") (Exhibit A hereto). 

The agreement commits Applicants to negotiate wi t h 

CSX i n the event that they are required to s e l l or provide 

access to UP/SP properties and conduct such negotiations with 

any Eastern c a r r i e r . As e x p l i c i t l y noted i n the r e c i t a l s to 

-'• UPC, UPRR, and MPRR are referred to c o l l e c t i v e l y as "Union 
P a c i f i c . " UPRR and MPRR are referred to c o l l e c t i v e l y as "UP." 
SPR, SPT, SSW, SPCSL and DRGW are referred to c o l l e c t i v e l y as 
"Southern P a c i f i c . " SPT, SSW, SPCSL and DRGW are r e f e r r e d to 
c o l l e c t i v e l y as "SP." 



the agreement. Applicants f i r m l y believe that the BN/Santa Fe 

settlement agreement resolves a l l l e g i t i m a t e competitive 

issues, and have no i n t e n t i o n to enter / o l L n t a r i l y i n t o any 

such negotiations w i t h Eastern c a r r i e r s . The agreement also 

modifies a j o i n t f a c i l i t y arrangement i n I l l i n o i s and contains 

c o n f i d e n t i a l commercial terms f o r the handling of t r a f f i c of 

CSX a f f i l i a t e s Sea-Land and CSXI.-^ CSXI had previously f i l e d 

a statement i n support of the merger. UP/SP-25, Pt. 1, p. 

141. 

Commercially s e n s i t i v e provisions of the agreement have 
been redacted from the public version of the agreement, which 
i s attached hereto. A f u l l ccpy of the agreement, c l a s s i f i e d 
"Highly C o n f i d e n t i a l " pursuant to the p r o t e c t i v e order i n t h i s 
proceeding, i s being served on parties that have requested i t 
and have indicated that they w i l l adhere t o the r e s t r i c t i o n s 
of the p r o t e c t i v e order, and i s being separately f i l e d w ith 
the Board under seal. 



R e s p e c t f u l l y submitted. 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San Francisco, C a l i f o r n i a 
(415) 541-1000 

94105 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nineteenth S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 973-7601 

A t t o r n e y s f o r Southern 
P a c i f i c R a i l C o r poration. 
Southern P a c i f i c T r a n s p o r t a t i o n 
Companv, St. Louis Southwestern 
Railwav Company. SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Company 

CARL K. VCIJ BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
E i g h t h and Eaton Avenues 
Bethlehem, Pennsylvania 18013 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
M i s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha, Nebraska 6 8179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5388 

Ma/ 1, 1996 

At t o r n e y s f o r Union P a c i f i c 
C o r p o r a t i o n , Union P a c i f i c 
R a i l r o a d Company and Mis s o u r i 
P a c i f i c R a i l r o a d Company 

. / 



CERTIFICATE OF SERVICE 

I , Michael L. Rosenthal, c e r t i f y thf.t, on t h i s 1st 

day of May, 1996, I caused a copy of the foregoing document to 

be served by f i r s t - c l a s s mail, postage prepaid, or by a more 

expeditious manner of delivery on a l l par.;ies of record i n 

Finance Docket No. 32760, and on 

Director of Operations 
A n t i t r u s t D i v i s i o n 
Suite 500 
Department of Justice 
Washington, D.C. 20530 

Premerger N o t i f i c a t i o n Office 
Bureau of Competition 
Room 3 03 
Federal Trade Commission 
Washington, D.C. 20580 

Michael L. Rosenthal 



E X H I B I T A 



REDACTED 

This Agreement ("Agreement") is entered into as ofthis •_^day of April 1996, 

between Union Pacific Corporation, Union Pacific Raihoad Company, Missoun Pacific 

Raihroad Company (coUcctively referred to as "UP"),on the one hand, and CSX 

Corporatioa. CSX Tnm^xjitiition. Inc.. CSX Intennodal, Inc. and Sea-Land Service, Inc. 

(hereinafter separately referred to as "CSXT". CSXI. and "S-L", respectively, and 

coUecuvely referred to as "CSX"), on the other hand, conceming the proposed acquisition 

of Southern Pacific Rail Corporation (which with Southem Pacific Transportation 

Company, T Denver &. Rio Grande Weacm Railroad Company, St. Louis Southwestem 

Railway Company and SPCSL Corp are coUectively referred to as "SP", with both UP 

and SP also hereinafter referred to collectively a* "UP/SP"), by UP Acquisition 

Corporation, and tbe resulting common control of UP and SP pursuant to ±s. application 

pending before the Surface Transportation Board ("STB") in Finance Docket No 32760, 

Umon Pacifif. rnmnratinn Union Pacific Railmad rnmpany, f^jul Mi.«;.<;fiiiri Parifir 

Railmad rnmpany - Cnntml ant^ Mrrger .SniiThrm Pacific Rail rnrpnnitinn Rr^.^Y.^ 

Pacific Transportarinn Coinpany, .Ŝ  Tni»s SnmhJ'^f^f'^ Railway rnmpany, ^\>rR^ 

—and The Dflnvfir and Rin Grandp Wftstwn Railmari rnmpany (hcreinalter the 

"Control Case"). 



WHEREAS. CSX is participating in the Control Case in order to ensure that it.s 

interests arc not adversely affected by tlic merger proposal itself or as a consequence of 

conditions and divestiture proposals bcixig sought by oppone-its to the merger proposal, 

WHEPJEAS, UP/SP has advisee CSX of its view that (a) the Settlement Agreemenr 

dated September 25, 1995 and the Supplemental Agreement dated November 18. 1995 

between UP and Burlington Northem Railroad Company and the Atchison, Topeka and 

Santa Fe Railway Company (the "BN/San̂ a Fe Agreemem") ftiUy addresses all competition 

issues in the Control Case, (b) no ccmpetiiion issues in the Control Case justify transfer 

of or a grant of access to any Easifm Cirrier, and (c) it does not intend to voluntarily 

transfer or grant access to its properties to CSX or any other Easiem Carrier in connection 

with the Control Case: and 

WHEREAS, UP and CSX desire to enter into certain understandings with respect 

to the Control Case as hereinafter set forth. 

NOW, THEREFORE, in confideration of their mutual promises, UP and CSX 

agree as follows: 

1. Transfer and Acres'; fn Prnperrir<; 

UP represents and warrants that it will not agree to voliratarily transfer or 

grant access to UP's or SP"s properties to any Eastern Carrier or envity affiliated therewith 

in connection with the Control Case. In the event that (a) UP/SP is required as a 

condition to approval of the Control Case to transfer or provide access to its properties, 

(b) UP/SP decides to proceed with the ttansactions notwithstanding such requirement, and 

(c) as a result, UP/SP negotiates for said transfer or access with any Eastern Carrier or 

2 



entity affiliated therewith, then UP/SP shall negotiate with CSXT and UP/SP shall fumish 

CSXT the oppormnity to acquire such properties or have access thereto on cerms and 

conditions substantially similar to those offered any other Eastern Carrier or entity 

affiliated therewith. UP/SP shah (i) provide CSXT inforaiation and traffic data in a timely 

manner; (ii) make such properties or access available to CSXT on terms and condmons 

substantially similar to those offered any other Eastem Carrier or entity affiliated 

therewith; and (iii) negotiate with CSXT at arms length on a competitive bid Lasis with 

any interested Eastem Carrier; and, subjea to STB approval. UP shall select the carrier 

whose overall offer is, in the reasonable judgment of UP, in the best economic interests 

of UP/SP. In making such selection however, UP shall use its he-̂ t efforts to not upset 

the rail competitive balance in the East. For purpose of the foregoing, "Eastern Carrier" 

shall mean Conrail, Norfolk Southem, Canadian Pacific or Canadian Nacional. The 

foregoing shall be enforceable by specific performance. CSXT understands that, under 

.'\gieemcnl5 heretofore filed in the Control Case, UP/SP has also agreed with BN/SF and 

IC to afford those caniers certain n̂ o-aating rights that may require negotiation with those 

carriers m advance of CSXT. 

2. Sea-Land and CSXT 



3. WnnHl.^nfi J c f - r h i r a g n 

UP and CSXT agree that the relevant sections of the Joint Facility 

Agreemea between Woodland Jet. aad Thornton (Zones IB and 2) which cover the cost 

o; any additions and betterments will be amended to provide for allocating costs of 

additions and betterments which are used by both parties on the basis of each party's 

percent of total car miles in the twelve month period preceding commencement of 

constiuction of the addition or bcucrmcnt. with CP Rail car miles included in CSXT's 

count. The parties shall form a committee of senior operating officials to consider and 

make recommendaiions to assure the equitable handling of existing and future traffic based 

on their analysis of the impact on the joint facility of changes in UP/SP's and CSXT's 

train movements. 

4. T r r m 

This Agreement shall be effective upon execution. This Agreement and all 

agreements between or umong the paities heieto entered into pursuant or in relation hereto 

shall terminate, and all rights conferred pursuam thereto shall be caiKeIr4 and deemed 

8 



void ab iniiin. if. in a Final Order, the application for authority for UP to contro! SP has 

been denied or has been approved on terms unacceptable to the applicants and not 

consummated. For purposes of this Section 4. "Final Order " shall mean an order of the 

STB, any successor agency, or a court with lawful jurisdiction over the matter which is 

no longer subject to any further direa judicial review (Including a peutton for writ of 

certiorari) and has not been stayed or enjoined. 

5. A«^grahility 

This Agreement shall be binding upon the parties and their successors and 

assigns. 

6. r.nverrmBm Appmvals 

The parties agree to cooperate with each other and make whatever filings 

or applications, if any, are accessary to implement the provisions of this Agreement and 

whatever filings or applications may be necessary to obtain any approval that may be 

required by applicable law for the provisions of such agreements. Except as provided in 

Section I hereof and below, CSX agrees not to oppose the primary application or any 

related applications in Control Case, and not to seek any conditions in the Control Case, 

not to support any requests for conditions filed by others, and not to assist others in 

pursuing their requests. CSX has filed a statemem on March 29, 1996 with the STB 

supportmg approval of the Control Case as conditioned by the BN/Santa Fe Agreement. 

9 



CSX shall remain a party in the Corjrol Case, but shall not further participate other than 

(a) to support this Agreement, (b) to protect the commercial value of the rights granted to 

CSX by this Agreement, (c) to oppose requests for conditions by other parties which 

adversely affect CSX, including any divestimrc proposal now or hereafter made by any 

party, including UP/£?, in the Control Case other than those divestimre proposals 

heretofore specifically agreed to and made pan of tbe application by UP/SP. and (d) to 

take any other action in support of CSX's interests except as prohibited by this Agreement. 

CSX's obligations ucder this section extend to aU contacts of CSX with third panies 

(inchiding, but not limited to customers; fisderal. state aud local governmental officials and 

representatives of the media). CSX may, without violatiog ics obligations under this 

section, respond to criticisnL, if any. directed at CSX in the Control Case by other paities 

to the Control Case. 

7. Arhitrarinn 

T'̂ nresoived disputes aixi controveisies concerning any of the terms and 

provisions of this Agreement or the application of charges beieunder shall be submitted 

fbr binding arbitration under Commercial Arbitration Rules of the American Arbitration 

Association which shall be tbe exchisive remedy of the parties. 

10 



8. Farther ĵ .̂ siimnrrs 

The panies agree to execute such other and funher documents and to 

underiake such acts as shall be reasonable and necessary to carry out the intent and 

purposes of this AgreemenL UP/SP will provide CSX notice of any seniement agreement 

between it and Conrail, Norfolk Southem and/or Canadian Pacific involving the Control 

Case, and will offer to CSX comparable, additional terms and conditions that are made 

available to such other carriers. 

9. No Third Pany R^firiarie .* 

This Agreement is intended for the sole benefit of tbe signatories to this 

Agreement. Nothing in this Agieement is intended or may be constmed to give any 

person, firm, corporation or other entity, other than the signatories hereto, their 

successors aiki assigns, and their affiliates any legal or equitable right, remedy or claim 

under this Agreement. 

10. Cnnfidentiaiity 

Except as provided bdow, the paities may make all tenns of this Agreement 

Icnown to the public through a press release previously reviewed and approved by the other 

panies, and may address it in subseciueiu communications to the STB or others. The 

parties agree, however, that tbe terms of any agreement refened to in Section 2 are 

confidential and shall not be disclosed, without the consent of the other party, to 

11 



individuals not employed by or acting as counsel for or consultants to UP/SP or CSX. 

except as required by law, provided the parties may make appropriate disclosure of such 

terms to govemmem entities or as required in connection with the process of seeking 

govemment approval of the Control Case, or of this Agreement under applicable STB 

confidentiality procedures. 

UNION PACIHC CORPORATION 

B 
Title- Senior ..yarSe President 

and General Counsel 

UNION PACIFIC RAILROAD 
COMPANY 

By:Jw 
Title:XX. 

MISSOURI P A C i n C 
RAILROAD COMPANY 

By:_ 
Title: 

CSX TRANSPORTATION, INC. 

y ^ By: 
Title: Sr. VP & Gener^ '̂~Coun«el 

CSX INTERMQDAL-INC 

Title: General Counse Title: Sr . VP Lav S, Gt-naral Cnuna^l 

CSX CORPORATION 

Title• GanerrfL CQunaal 
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K E L V I N J . D O W D 

B O B E B T D . R O S E N B E H O 

C H H I S T O P H E B A . M I L L S 

P B A N K J . P E H O O L I Z Z I 

ANDREW B . K O L £ S A K I I I 

PATRICLA E . K O L E S A R 

E D W A R D J . M c A N D R R W * 

• A D U n T B D IM P D r a m V A J f l A Q U I T 
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May 1, 1996 

S o e 347-7170 

BY HAND DELIVERY 

Honorable Vernon A. Willlamp 
Secretary-
Surface Transportation Board 
12th and Co n s t i t u t i o n , N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union P a c i f i c 
Corporation, et. a l . -- Control and Merger 
Southern P a c i f i c Transportation Company et. a l , 

Dear Mr. Secretary: 

Pursuant to Administracive Law Judge Nelson's A p r i l 22, 
1996 Order i n the above - ref ereiiced proceeding, the Westem Coal 
T r a f f i c League ("WCTL") hereby encloses f i v e (5) copies of the 
Appendix t o the Comments of the Western Coal T r a f f i c League on 
the Proposed UP/SP Merger. WCTL i s f i l i n g a HIGHLY CONFIDENTIAL 
VERSION (WCTL-18) and a REDACTED VERSION (WCTL-19) of the 
deposition t r a n s c r i p t pages that were c i t e d i n i t s March 29 
Comments. The HIGHLY CONFIDENTIAL copies are being FILED UNDER 
SEAL i n accordance wit h the procedure set f o r t h at 4 9 C.F.R. § 
1104.14 . 

An extra copy of t h i s l e t t e r and the Appendix are 
enclosed. Kindly indicate receipt and f i l i n g by time-stamping 
both and re t u r n i n g them to the bearer of t h i s l e t t e r . 

Thank you f o r your a t t e n t i o n to t h i s matter. 

Sincerely, 

Enclosure s 

Office of Secretary 

MAYO 21996 

*«a-J~rtWlgFHicord 

C. Michael Loftus 
An Attorney f o r the Western 

Coal T r a f f i c League / 
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1 t h e n c r e a t e enough a d d i t i o n a l c a p a c i t y t o be a b l e 

2 t o handle n o r t h b o u n d t r a i n s , whether t h e y be 

3 t r a c k a g e r i g h t s or something moving from a l o c a l 

4 p o i n t , and t h e r e w i l l be some of t h a t on a UP 

5 l i n e , t h a t t h e y can handle t h a t and w i t h o u t 

6 c r i p p l i n g o r u n d e r m i n i n g or c o u n t e r a c t i n g t h e 

7 e f f i c i e n c i e s t h a t t h e y can b a s i c a l l y g et f r o m 

8 one-way o p e r a t i o r . s w i t h o u t a l e t o f e x t r a 

9 w a s t e f u l c a p i t c i i i n v e s t m e n t . 

10 Q. On page 455 of your t e s t i m o n y , you 

11 s t a t e a t l o c a t i o n s where s h i p p e r s are now 

12 s e r v e d --

13 A. J u s t a second. I must have g o t t e n t he 

14 wrong volume. Please proceed. 

15 Q. At page 463 of your t e s t i m o n y , you 

16 s t a t e , a t l o c a t i o n s where s h i p p e r s are now se r v e d 

17 by b o t h UP and SP and by no o t h e r r a i l r o a d , 

18 c o n s o l i d a t i o n can c l e a r l y be h a r m f u l t o 

19 c o m p e t i t i o n . And you q u a l i f y t h a t by u s i n g t h e 

20 word c o u l d . And t h e n , i n a f o o t n o t e w h i c h I 

21 u n d e r s t a n d t o be t h e e x p l a n a t i o n o f your 

22 q u a l i f i c a t i o n , you s t a t e , and t h i s i s f o o t n o t e 

23 107, at some l o c a t i o n s t r a f f i c may be so t r u c k o r 

24 w a t e r c o m p e t i t i v e t h a t a r e d u c t i o n i n t h e number 

25 o f r a i l r o a d s f r o m t w o - t o - o n e m i g h t n o t 
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1 a p p r e c i a b l y a f f e c t c o m p e t i t i o n . 

2 D i d you i n your a n a l y s i s u n d e r t a k e t o 

3 d e t e r m i n e w h e t h e r t h e r e are any such l o c a t i o n s 

4 where c o m p e t i t i o n f r o m t r u c k o r w a t e r t r a f f i c 

5 c o u l d mean t h a t the two-to-one l o c a t i o n was not 

6 n e c e s s a r i l y an a n t i c o m p e t i t i v e s i t u a t i o n ? 

7 A. I l o o k e d a t a number of t h e s e 

8 s i t u a t i o n s t h a t I t h i n k f i t t h i s c a t e g o r y and 

9 s e v e r a l of them i n v o l v e chemical movements out o f 

10 the g u l f c o a s t , l i k e out of B a y p o r t o r Channel 

11 View or P o r t Neches or Plaquemine, L o u i s i a n a , or 

12 o t h e r s , where t h e r e i s v e r y s u b s t a n t i a l barge or 

13 w a t e r c l o s e t o l o n g - h a u l c o m p e t i t i o n a g a i n s t 

14 lor:;:-haul r a i l . And t h a t would o v e r l a p rhose 

15 c i r c u m s t a n c e s . 

16 However, I d i d not come t o ? c o n c l u s i o n 

17 on t h i s p o i n t f o r t h i s reason, f i r s t two-to-one 

18 p o i n t s t h a t meet the d e f i n i t i o n s e t f o r t h here on 

19 P^g^ 465 and as s p e c i f i e d i n t h e s e t t l e m e n t 

20 agieement, t n o s e are a l l covered. I n o t h e r 

21 words, i f i t ' s a two-to-one p o i n t i n t h e sense of 

22 a s h i p p e r a t a l o c a t i o n h a v i n g been s e r v e d by 

23 b o t h UP and SP and no o t h e r r a i l r o a d , i f t h a t 

24 s i t u a t i o n i s p r e v a i l i n g , t h e n t h a t i s a 

25 t w o - t o - o n e p o i n t and access i s p r o v i d e d . There's 

ALDERSON REPORTING COMPANY, ESC. 
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1 no q u a l i f i c a t i o n i n the s e t t l e m e n t of t h a t s o r t I 

2 suggest as an economist t h a t I m i g h t c o n s i d e r . 

3 They g i v e i t t o chem anyway. 

4 So t h a t chemical p l a n t s , say Bayview, 

5 Bayview can s h i p by water. Some of the o t i i e r 

6 p l a n t s i n t h e s o u t h c o u l d s h i p c e r t a i n t h i n g s , 

7 B a y p o r t can s h i p by water. That's a v e r y s t r o n g 

8 c o m p e t i t i o n a g a i n s t r a i l . The s h i p p e r s f c r some 

9 p r o d u c t s p l a y o f f r a i l a g a i n s t barge as w e l l as 

10 r a i l a g a i n s t r a i l . I t h i n k t h a t ' s p o w e r f u l . 

11 But, i f i t ' s a two-to-one p l a c e iown 

12 t h e r e l i k e Bayview, even a p r o s p e c t i v e one l i k e 

13 Mont B e l v i e u o r Orange or Am e l i a , t h e s e t t l e m e n t 

14 agreement p r o v i d e s w i t h o u t a m b i g u i t y f o r arcess 

15 to and by BN/SF. So that's one reason WAV 1 

16 d i d n ' t r e a l l y want -- need t o go any f u r t h e r . 

17 The s e t t l e m e n t agreement may go f u r t h e r than I 

18 t h i n k m i g h t be necessary, b u t why s h o u l d I s t u d y 

19 i t because i t ' s a l r e a d y p r o v i d e d f o r . 

•10 The second t h i n g i s t h a t the s e t t l e m e n t 

21 agreement I c o n c l u d e d not o n l y t a k e s t h e 

22 t w o - t o - o n e p o i n t s as d e f i n e d and ensures t i a t 

23 t h e r e w i l l c o n t i n u e t o be a r a i l c h o i c e of them, 

24 evp where t h e r e c o u l d be -- or would be say 

25 t r u c k o r w a t e r c o m p e t i t i o n , b u t p r o v i d e s f - r r a i l 
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1 c o m p e t i t i o n as w e l l . So t h a t i n a way, wherever 

2 t h e r e would be t r u c k o r w a t e r c o m p e t i t i o n f o r a 

3 l o c a t i o n , t h a t comes f r o m a c o m p e t i t i ' - e 

4 s t a n d p o i n t i n a d d i t i o n t o t h e p r o v i s i o n i n t h e 

5 s e t t l e m e n t fo;' c o n t i n u e d s t r o n g r a i l r o a d 

6 c o m p e t i t i o n a t these t w o - t c - o n e l o c a t i o n s . 

7 So i n a way t h e i s s u e r a i s e d , i f you 

8 c o u l d argue about t r u c k or w a t e r , t h e s e t t l e m e n t 

9 agreement says, w e l l , we won't argue about i t ; i f 

10 i t ' s a two-to-one p o i n t , a n o t h e r s t r o n g r a i l r o a d 

11 i s g o i n g t o go i n t h e r e t c serve i t . 

12 Q . I u n d e r s t a n d . Based on what you ve 

13 j u s t s a i d t h e n , i s i t c o r r e c t t h a t ycu u n d e r t o o k 

14 no s t u d y as t o whether or n o t s h i p p e r s i n Pine 

15 B l u f f o r Camden, Arkansas, c o u l d r e c e i v e s e r v i c e 

16 by t r u c k or water? 

17 A. I d i d n o t , I d i d n ' t s t u d y t h a t . But I 

18 would t h i n k t h a t t h e y would not be i n t h a t 

19 c a t e g o r y . Water shipments on the West Coast say 

20 or che m i c a l shipments o u t of ube g u l f o r c h e m i c a l 

21 movements to the Ea s t Coast, those could be. But 

22 I don't see Camden, Arkansas, as i n t h a t 

23 c a t e g o r y . 

24 Q, Nor Pine B l u f f ? 

25 A. No, nor Pine B l u f f . Some t h i n g s c o u l d 
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1 be bumped over and moved by barge which i s n ' t 

2 v e r y f a r away. But t h a t wou"! d a f f e c t o n l y 

3 c e r t a i n p r o d u c t s . 

4 Q . I want t o d i r e c t your a t t e n t i o n t o y o u r 

5 t e s t i m o n y i n t h e WC c o n t r o l merger p r o c e e d i n g . 

6 I ' d l i k e t o d i r e c t y o u r a t t e n t i o n t o page 7 1 . 

7 And I ' l l g i v e you a chance t o get t h e r e . I f you 

8 c o u l d r e a d the o n l y f u l l paragraph t h a t ' s on t h a t 

9 page . 

10 A. I've rea d i t . What do you want me t o 

11 do w i t h I t ? 

12 Q. I s i t a c o r r e c t c h a r a c t e r i z a t i o n o f 

13 t h a t t e s t i m o n y t h a t i n t h a t p r o c a e d i i i g i t was 

14 y o u r o p i n i o n t h a t shipments of l o n g - h a u l p u l p 

15 were e c o n o m i c a l l y i l l adapted t o t r u c k 

16 t r a n s p o r t a t i o n ? 

17 A. Yes, f o r l o n g - h a u l movements he r e , i n 

18 t h i s case i t was movement from Canada, Alabama, 

19 moving t o p l a n t s i n Wi s c o n s i n at Green Bay 

20 r o u g h l y and n o r t h o f Green Bay and from o t h e r 

21 d i s t a n t o r i g i n s w h i c h I t h i n k i n c l u d e d p l a c e s i n 

22 . Geo r g i a and F l o r i d a and t h a t s o r t of -- v e r y 

23 e x t e n ded l e n g t h s of h a u l . 

24 Q. Would i t be your o p i n i o n t o d a y t h a t 

5 l o n g - h a u l p u l p shipments would be e c o n o m i c a l l y 
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1 t o say, w e l l , i t appeared i n t h e W i s c o n s i n 

2 C e n t r a l case from a l o t of d i s c o v e r e d t e s t i m o n y . 

3 I mean a l o t of t h a t seemed t o be a problem, 

4 p r o b a b l y s t i l l i s . But I suppose I would ask 

5 somebody t o t r y t o be c u r r e n t . 

6 Q. When you used t h e phrase l o n g - h a u l 

7 p u l p , l o n g - h a u l p u l p i n your WC t e s t i m o n y , do ycu 

8 r e c a l l what l e n g t h of shipment you were 

9 c o n s i d e r i n g t o be l o n g haul? 

10 A. I don't r e c a l l p r e c i s e l y . I t would 

11 have been g u i d e d by t h a t t e s t i m o n y . But i t was 

12 at l e a s t 750 m i l e s . 

13 Q. I f you t u r n t o page 72 of your 

'4.4 t e s t i m o n y --

15 A. I n W i s c o n s i n C e n t r a l ? 

16 Q. Yes. Have you had r. chance t o l o o k a t 

17 t h a t ? 

18 A. Yes. 

19 Q. Okay. I n t h e r e you suggest t h a t paper 

20 m i l l s i n g e n e r a l are geared t o t h e r e c e i p t of 

21 i n p u t s by r a i l and t h a t a s w i t c h t o a r a i l w o uld 

22 n o t be p r a c t i c a l as a m a t t e r o f l o g i s t i c s . 

23 MR. ROACH: A s w i t c h t o what? 

24 BY MR. GOODSON: 

25 Q. I 'm s o r r y , a s w i t c h to t r u c k . Thank 
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1 you. A s w i t c h t o t r u c k would n ot be p r a c t i c a l as 

2 a m a t t e r of l o g i s t i c s . I s t h a t s t i l l y o u r 

3 o p i n i o n today? 

4 A. I t h i n k i t s t i l l remains my o p i n i o n and 

5 f o r t h e same reason as i n d i c a t e d , l i k e t h i s 

6 o u t f i t t h a t I qu o t e d from on page 72, i t ' s a 

7 f a i r l y good s i - e company. I have no reason t o 

8 d i s p u t e i t , I t h i n k t h i s makes sense. 

9 A g a i n , though, i f I was p u t t i n g 

10 t o g e t h e r t h e c u r r e n t i n f o r a a t l o n , I would s i m p l y 

11 ask somebody who runs a l a r g e c o n t a i n e r b o a r d o r 

12 s i m i l a r t y p e m i l l l i k e -- whatever i t would be, 

13 i t c o u l d be y o u r c l i e n t , i t c c u l d be somebody 

14 e l s e who would make something o ut of t h i s , s i m p l y 

15 t o say answer a l i t t l e q u e s t i o n on a p o s t c a r d 

16 w h i c h would be, you know, how much of t h i s s t u f f 

17 do you g e t by t r u c k . And t h e y p r o b a b l y w o u l d 

18 t e l l me n o t much, i n which case I w o u l d n ' t be 

19 s u r p r i s e d . But you never know. 

20 Q. W e l l , you may be h e a r i n g from us. Can 

21 you t u r n t o f i g u r e 42, p l e a s e . T h i s would be 

22 between 79 and 80 o f your WC t e s t i m o n y . And t h a t 

23 i s a f i g u r e which d e p i c t s what you c a l l r a i l 

24 dominant t r a f f i c by STCC code p r o d u c t and 

25 p a r t i c u l a r moves. And i n i t you i n d i c a t e t h a t 
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1 shipments of p a p e r b o a r d and p r i n t i n g paper -- l e t 

2 me t a k e i t one a t a t i m e . 

3 P r i n t i n g paper i n heavy shipments, 65 

4 tons o r more, and paperboard i n heavy s h i p m e n t s , 

5 55 t o n s or more, would be r a i l dominant t r a f f i c . 

6 Do you s t i l l m a i n t a i n t h a t o p i n i o n today? 

7 A. For shipments of t h a t s i z e , yec . W i t h 

8 the e x c e p t i o n t h a t -- and I wao t h i n k i n g here t h e 

9 t e x t makes t h i s c l e a - because I was d e a l i n g w i t h 

10 shipments from paper and p u l p b o a r d m i l l s i n t h e 

11 W i s c o n s i n area and Minnesota and a d j o i n i n g 

12 a r e a s . That, i n c o a s t a l movements, where a p l a n t 

13 wius on wat e r , s t u f f c o u l d be moved by w a t e r . 

14 And i n t h a t case I would r e g a r d i t as 

15 s u b j e c t t o i n q u i r i e s as t o how much r a i l r e a l l y 

16 was moving, how much w a t e r was moving. But, f o r 

17 the b i g shipments i n a t l e a s t i n l a n d l o c a t i o n s a t 

18 65 o r 55 tons or more, t h a t s i n g l e movement r a i l 

19 c e r t a i n l y seemed t o me t o have t h e edge. 

20 Q. Would you c o n s i d e r Camden and Pine 

21 B l u f f t o be i n l a n d l o c a t i o n s ? 

22 A. - I would p u t t h e n i n t h a t c a t e g o r y , I 

23 would b e l i e v e so. And t h e n my q u e s t i o n i n my 

24 mind would be how many shipments do you make, 

25 must you make a t t h e 65 or 55 t o n and up 
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1 c a t e g o r i e s , because o b v i o u s l y t h e r e was t e s t i m o i . y 

2 i n W i s c o n s i n C e n t r a l , t h e r e was examples o f 

3 shipments c f say 65 t o n s t h a t movea r a i l and none 

4 t h a t moved t r u c k , t h e y c o u l d n ' t move t r u c k 

5 because t h e y would be a t t h e w e i g h t l i m i t . 

6 But some were moving them, l i k e 

7 p r i n t i n g paper from W i s c o n s i n m i l l s , were making 

8 them by t r u c k , b ut by s i m p l y d i v i d i n g them i n t o 

9 say t h r e e p o r t i o n s . And some people s a i d t h e y 

10 c o u l d n ' t do t h a t , some peo p l e d i d i t . But my 

11 t e s t i m o n y here vas l i m i t e d t o t h e s i r g l e 

.•.2 shipments t h a t has t o go by -- i n t h e b i g tonnage 

13 excess t r u c k w e i g h t c a t e g o r y . 

14 Q. Okay. J u s t so I u n d e r s t a n d , a re you 

15 s a y i n g t h e n t h a t your s t a t e m e n t i n t h e WC 

16 p r o c e e d i n g , t h a t p r i n t i n g and p a p e r b o a r d w o u l d be 

17 r a i l dominant -- I'm s o r r y , l e t me f i n i s h my 

18 q u e s t i o n -- was l i m i t e d j u s t t o t h e s h i p m e n t s 

19 t h a t were i n v o l v e d i n t h a t p r o c e e d i n g ? 

20 A. Yes, which were t h e 65 and 55 t o n 

21 s h i p m e n t s . 

22 Q. Okay. Do you have any reason t o 

23 b e l i e v e t h a t 65 aad 55 t o n shipments i n and out 

24 of Arkansas would not be r a i l dominant? 

25 A. No, I w o u l d n ' t t h i n k so, because o f 
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1 a g a i n s t r u n n i n g t h e S? l i n e n o r t h b o u i d ? 

2 MR. KING: I don't r e c a l l e x a c t l y what 

3 a l l -as i n t h e d e c i s i o n . 

4 MR. GOODSON: Mr. Ongerth, d i d you 

5 p a r t i c i p a t e i n t h i s process ac a l l ? 

6 MR. ONGERTH: Yes. 

7 MR. GOODSON: Let me ask you, do you 

8 r e c a l l any s p e c i f i c f a c t o r which i n yo u r mind was 

9 s i g n i f i c a n t i n terms cf how r.he S? l i n e would be 

10 run? 

11 MR. ONGERTH: I can t h i n k of two. 

12 MR. GOODSON. What a re t h e twc? 

13 .MR. ONGERTH: The f i r s t one i s chat 

14 f o r -- s i n c e a t l e a s t 1972, because of t h e 

15 o r i e n t a t i o n o f t h e hump a t Pine B l u f f , we have 

16 t h e c a p a b i l i t y of coming o f f t h e Arkansas Riwrer 

17 b r i d g e w i c h an inbound t r a i n , y a r d i n g i t on t h e 

18 hump l e a d , c u t t i n g t he power o f f , and im.mediately 

19 s h o v i n g i t o v e r t h e hump. Pine B l u f f i s one of 

20 t h e f a s t e s t y a r d s I've ever o p e r a t e d i n t o g e t 

21 cars from t.he r e c e i v i n g y a r d t o t h e hump t o t h e 

2 2 bowl because '^f t.hat. I t wcrks much b e t t e r as a 

23 southbound y a r d t h a n as a n o r t h b o u n d y a r d , and 

24 t h a t would be a f a c t o r of seme s i g n i f i c a n t . 

25 MR. GOODSON: What e l s e ? 
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1 MR. ONGERTH: The second f a c t o r i s t h a t 

2 a s e c t i o n of t h e r a b b i t i s n o n s i g n a l e d , and we 

3 f e l " 'wL^r^ was a s i g n i f i c a n t b e n e f i t r o r o u t e 

4 loade d t r a i n s on t h e a l t e r n a t i v e r o u t e cn t h e UP 

5 as opposed t o r o u t i n g them on the SP. 

6 .MR. GOODSON: So i s i t t h e p l a n t o ru.-

7 c n l y empty crai.ns over t h e r a b b i c ? 

8 MR. ONGERTH: No, i t ' s not t h e p l a n t o 

9 run o n l y empty t r a i n s , but the predominant f l e w 

10 would have r e d o m i n a n t l y l o a d e d t r a i n s r u n n i n g 

11 v i a t he UP, v i a P a l e s t i n e . 

12 The o r o f i l e -- compare the p r o f i l e c f 

13 th e two l i n e s , the UP p r o f i l e f a v o r s r u n n i n g t h e 

14 heavy t r a i n s on the UP s i d e n orthbound as opposed 

15 t o on t h e S? s i d e . Y e s t e r d a y and -- i n t h e 

16 C o n r a i l q u e s t i o n s , t h e r e was a q u e s t i o n about 

17 tonnage l i m i t a t i o n s and t h a t t h a t g i v e s -- t h a t ' s 

18 p a r t of t h e reason f o r tonnage l i m i t a t i o n s , i s 

19 because of t h e u n d u l a t i o n t e r r i t o r y on t h e 

20 r a b b i t . 

21 I d o n ' t t h i n k you can u n d e r e s t i m a t e t he 

22 b e n e f i t t o t h e system of t h e a b i l i t y t o use t h e 

23 c a p a b i l i t y of Pine B l u f f as a o n e - d i r e c t i o n a l 

24 hump and t h e c a p a b i l i t y of L i t t l e Rock as t h e 

25 o t h e r d i r e c t i o n a l hump. I t does s i g n i f i c a n t 
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1 c o n s t r u c t i v e . Do you u n d e r s t a n d t h a t t he 

2 southbound f l o w g o i n g t o San A n t o n i o w i l l noc go 

3 down thro;-gh S h r e v e p o r t and t h e n t u r n west 

4 t h r o u g h M a r s h a l l and Longview; i t ' s g o i n g t o go 

5 s t r a i g h t on s o u t h t h r o u g h B i g Sandy? 

6 MR. GOODSON: Yes, I do. That's 

7 i r r e l e v a n t t o my q u e s t i o n . 

8 MR. HEMMER: I'm l o s t . 

9 MR. GOODSON: Thank y cu. 

10 MR. ONGERTH: Perhaps I can h e l p a l s z 

11 To a m p l i f y on what Brad has s a i d , j u s t g o i n g 

12 t h r o u g h t h e S h r e v e p o r t t e r m i n a l area i s about 

13 comparable m terms of area where you're g o i n g t o 

14 e n c o u n t e r b i d i r e c t i o n a l f l o w as g o i n g between 

15 Longview and M a r s h a l l . That's n o t a s i g n i f i c a n t 

16 impediment or reason. 

17 And i f you go back t o what I s a i d 

18 e a r l i e r , t h e w e i g h t and the b a l a n c e , w h i c h we 

19 d i d , i s much b e t t e r f o r us, s u i t s t h e o p e r a t i on 

20 and s u i t s t he t e r r a i n and s u i t s t h e e x i s t i n g 

21 f a c i l i t i e s much b e t t e r t o r u n t h e c o t t o n b e l t as 

22 the southbound f l o w . That's why w_ reached t hat 

23 d e c i s i o n . I t was a d e c i s i o n t h a t a l o t of pe op l e 

24 l o o k e d a t . A l o t of peop l e t h a t had a l o t of 

25 e x p e r i e n c e w i t h t h a t t e r r i t o r y l o o k e d a t i t . 
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1 There's always some f a c t o r s you can 

come up w i t h and say, w e l l , you know -- i f you 

3 make a l i s t , say -- on one s i d e , say what would 

4 th e b e n e f i t s be of r u n n i n g t h e c o t t o n b e l t 

5 n o r t h b o u n d . Put tho s e down on the l i s t . Say 

6 what would t h e b e n e f i t s be of r u n n i n g t he c o t t o n 

7 b e l t southbound. You put them cn the l i s t . You 

8 can do t h i s i n a f a i r l y s c i e n t i f i c f a s h i o n . 

9 I n f a c t , I t h i n k some cf these teams 

10 d i d b a s i c a l l y t h i s . They'd s i t down, b r a i n s t o r m 

11 and t h e y ' d use c h a r t s and th e y puc s t u f f on t h e 

12 w a l l s ana t h e y ' d say, okay, how do we be s t 

13 u t i l i z e t h e s e c a p a b i l i t i e s . When you get done 

14 w i t h t h i s , i t ' s what I would c a l l a n o - b r a i n e r t o 

15 do i t the way we d i d i t . 

16 MR. GOODSON: So you weren't aware 

17 of -- are you aware -- I ' l l d i r e c t t h i s q u e s t i o n 

18 t o y o u , Mr. Ongerth -- c f any f a c t o r t h a t would 

19 argue i n f a v o r of r u n n i n g t h e SP l i n e 

20 d i r e c t i o n a l l y northbound? 

21 MR. ONGERTH: I n th e balance I t h i n k I 

22 have I 've s a i d now t h r e e t i m e s I t h i n k i t ' s v e r y 

23 s t r o n g l y i n f a v o r o f r u n n i n g t h e SP southbound. 

24 MR. GOODSON: Would you agree w.th 

25 t h a t , Mr. King? 
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1 t c exact r o u t e s and t r a i n s and such as t h a t . 

2 MR. GOODSON: When you say g o i n g 

3 d i r e c t i o n a l , you mean d i r e c t i o n a l i n the way the 

4 o p e r a t i n g p l a n now proposes or j u s t d i r e c t i o n a l 

5 i n the g e n e r a l sense? 

6 MR. KING: I don't r e c a l l . T h i s was a 

7 l i v i n g document, a l i v i n g process as we went 

8 t h r o u g h , and I don't remember e x a c t l y when they 

9 f i r m e d i t up f i n a l l y . 

10 (Recess . ) 

11 {King-Ongerch E x h i b i t No. 16 

12 was marked f o r i d e n t i f i c a t i o n . ) 

13 MR. GOODSON: Mr. Ongerth, I'm g o i n g t o 

14 hand t o you what has been marked as King-Ongerth 

15 E x h i b i t 15. I ' v e handed you a copy of f i g u r e 

16 13-22 of t.he o p e r a t i n g p l a n which i s a t page 289, 

17 and i t p u r p o r c s t o show UP-SP t r a c k a g e a t Pine 

18 B l u f f , Arkansas, and I ' d l i k e t o r e t u r n t o 

19 t e s t i m o n y , Mr. Ongerth, t h a t you gave c o n c e r n i n g 

20 one of these s i g n i f i c a n t b e n e f i t s of ru.nning the 

21 S? t r a c k a g e southbound d i r e c t i o n a l l y when you 

22 t a l k e d about .how t h e P i n e ] B l u f f y a r d i s s e t up 

23 such t h a t i t would be an enormous b e n e f i t t o do 

24 sc . 

25 And I'm wondering i f usi.ng t h i s E x h i b i t 
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1 16 you can e l a b o r a t e on those b e n e f i t s t h a t ycu 

2 were r e f e r r i n g t c b e f o r e . And I guess t h e f i r s t 

3 t h i n g i s you mentioned a b r i d g e over t h e Arkansas 

4 R i v e r , and can you t e l l where t h a t b r i d g e would 

5 be on t h i s drawing? 

6 MR. ONGERTH: I ' l l mark the l o c a t i o n o f 

7 t h e Arkansas R i v e r b r i d g e on the diagram, anc i t 

8 i s g e n e r a l l y n o r t h of the c o t t o n b e l t y a r d . 

9 MR. NORTON: Which i s i d e n t i f i e d as t h e 

10 SSW? 

11 MR. ONGERTH: SSW y a r d . 

12 MR. GOODSON: And do you know the 

13 d i s t a n c e between t h e b r i d g e and the y a r d , t h e 

14 e n t r a n c e t o t h e yard? 

15 MR. ONGERTH: I t ' s between -- I don ' t 

16 r e c a l l t h e e x a c t l e n g t h , b u t i t i s c e r t a i n l y l o n g 

17 enough t o chamber a t l e a s t an 8,CC0-foot t r a i n 

18 between the s w i t c h e s on th e main l i n e -- t h a t 

19 come o f f t h e main l i n e on the so u t h end c f t h e 

20 br-dge and t h e s w i t c h t o th e a c t u a l hump l e a d . 

21 I n f a c t , t h ese t r a c k s are used 

22 r e p e t i t i v e l y as -- i i t h e humping process so 

23 t h e y l a y ad j = en t t o the main t r a c k . Thci main 

24 t r a c k i s ' d u a l l y on the west s i d e of the yard, 

25 o r i n t h .3 d i a g r a m i t would make i t l o o k l i k e a t 
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1 the -- i f you l o o k a t the n o r t h arrow, what I'm 

2 c a l l i n g n o r . h would appear t o he a c t u a l l y e a s t . 

3 MR. GOODSON: Or n o r t h e a s t . 

4 MR. ONGERTH: N o r t h e a s t . So i t ' s on 

5 the n o r t h -- on the n o r t h w e s t s i d e i s where the 

6 main l i n e i s and t h e hump leads and tne r u n n i n g 

7 t r a c k coming o f f t h e south s i d e of t h e , a r d are 

8 an a r r a y e d -- as you go t o t.he east from west t o 

9 e a s t . From west t o east you have t h e mai.n drag 

10 and then a c o u p l e of hump l e a d s , t h e n a n o t h e r 

11 r u n n i n g t r a c k . Thac's on -- t.hat w i l l get you 

12 onto t he east s i d e of t h a t s e c t i o n of t r a c k s . 

13 So t h e r e are a p p r o x i m a t e l y f o u r t r a c k s 

14 i n t.his area between the s o u t h end of the b r i d g e 

15 and t h e hump l e a d . And th e n i n t h i s area where 

16 i t says SSW y a r d , t h e r e are r e c e i v i n g and 

17 d e p a r t u r e t r a c k s b o t h on t h e west s i d e of t h e 

18 y a r d and on t h e ea s t s i d e of the y a r d and t h e 

19 bowl i s i n t h e m i d d l e . 

20 MR. GOODSON: Can you i n d i c a t e 

21 a p p r o x i m a t e l y on t h e r e where t h e bowl would be on 

22 E x h i b i t 16? 

23 .MR. ONGERTH: R e c o g n i z i n g t h i s i s s t i l l 

24 schematic and n o t an exact i n any way e n g i n e e r i n g 

25 diagram, t.he bowl i s i n th e m i d d l e . You have t h e 
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1 r e c e i v i n g and d e p a r t u r e t r a c k s on t h e e a s t s i d e . 

2 You have r e c e i v i n g and d e p a r t u r e t r a r k s cn t h e 

3 west s i d e . Now, i n a d d i t i o n t o t h i s , t h e r e i s a 

4 l o c a l y a r d t h a t ' s s o u t h of t h a t . 

5 MR. GOODSON: I s the bowl a f i s h t a i l o r 

6 t e a r d r o p s t y l e a t the p u l l - o u t end? 

7 MR. ONGERTH: I'm not f a . m i l i a r w i t h 

8 e i t h e r of tho s e terms. 

9 MR. GOODSON: N e i t h e r am I . 

10 MR. NORTON: Perhaps Mr. Carey would 

11 wish t o e x p l a i n . 

12 MR. CAREY: Would you l i k e me to? 

13 MR. HUT: No. 

14 MR. GOODSON: Off t h e r e c o r d . 

15 ( D i s c u s s i o n o f f the r e c o r d . ) 

16 MR. GOODSON: Based on some 

17 o f f - t h e - r e c o r d c o l l o q u y , Mr. Ong e r t h , can you 

18 answer my p r e v i o u s q u e s t i o n v h i c h i s whether t h e 

19 bowl a t th e Pine B l u f f y a r d i s a f i s h t a i l o r 

20 t e a r d r o p a t t h e p u l l - o u t end? 

21 MR. ONGERTH: I can' t r e c a l l t h a t . 

22 MR. GOODSON: Can you f u r t h e r e l a b o r a t e 

23 the reason why you b e l i e v e southbound d i r e c t i o n a l 

24 r u n n i n g i s an i m p o r t a n t b e n e f i t a t the Pine B l u f f 

25 y a r d ? 
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1 MR. ONGERTH: I t h i n k t he a b i l i c y co 

2 y a r d a t r a i n on cne of the hum.p l e a d s , r e c e i v e a 

3 t r a i n on o.ne of the huir.p l e a d s , and the.n have a 

4 hu.mp eng i n e i m m e d i a t e l y go a g a i n s t i t and push i t 

5 over t h e .hump w i t h o u t h a v i n g t o ta k e i t down t o 

6 the r e c e i v i n g y a r d cn e i t h e r s i d e and t h e n l a t e r 

7 p u l l i t back b e f o r e you hump i t , g i v e s Pine B l u f f 

6 the c a p a b i l i t y c f b e i n g cne of che f a s t e s t y a r d s 

9 I have ever o p e r a t e d i n . 

10 I'm comparing -- have been 

11 r e s p o n s i b l e f o r o p e r a t i o n s a t Eugene, West 

12 C o l t o n , Houston, Stranc,. And when I say 

15 r e s p o n s i b l e f o r , I have s u p e r v i s e d s h i f t 

14 o p e r a t i o n s a t each of those y a r d s . There's 

15 o n l y -- I ' v e o n l y e l i m i n a t e d i n our p r e s e n t 

16 system Grand J u n c t i o n , and Roo s e v e l t i s c u r r e n t l y 

17 operav.ing hump y a r d s . And of a l l t h e ya; J I 

18 have worked i n . Pine B l u f f i s t h e f a s t e s t , t h e 

19 c a p a b i l i c y of g e t t i n g t r a i n s t h e f a s t e s t f r o m 

20 a r r i v a l i n t o t h e b c w l . 

21 And i f you' r e wor.king cn t r y i n g t o 

22 i n c r e a s e y o u r p r o c e s s -- t o decrease your 

23 p r o c e s s i n g t i m e and improve the f l o w t h r o u g h t h e 

24 y a r d , t h i s i s a b i g b e n e f i t . The y a r d t h a t comes 

25 c l o s e s t t o Pine B l u f f i n t h i s c a p a b i l i t y i s West 
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C o l t o n . West C o l t o n ' s r e c e i v i n g y a r d i s i n l i n e 

2 w i t h t h e hump so t h a t i t can be used i n a s i m . i l a r 

3 f a s h i o n . I n f a c t . West Co l t o n ' s d e s i g n , p a t e n t 

4 de s i g n e d f e a t u r e a t West C o l t o n was borrowed fro m 

5 Fine B l u f f . 

6 MR. GOODSON: So I u n d e r s t a n d , t h e Pine 

7 B l u f f y a r d i s somewhat unique i n i c s a b i l i c y co 

8 c u i c k l y f l o w t r a f f i c southbound i n t o t h e 

9 r e c e i v i n g t r a c k s ? 

10 MR. ONGERTH: Yes. No. I n t o --

11 from. -- u s i n g one of these t r a c k s a d j a c e n t t o --

12 n o r t h of t h e hum-: as a r e c e i v i n g t r a c k a l l o w s you 

13 t o r a p i d l y -- l e n g t h of ti m e between t h e t i m e t h e 

14 t r a i n a r r i v e s i n the y a r d on the r e c e i v i n g t r a c k 

15 t o t h e t i m e you have i t i n t h e bowl i s perhaps 

16 the s h o r t e s t a t Pine B l u f f o f a l l the ya r d s I 

17 have worked i n , managed. 

18 MR. GOODSON: And t h a t i s even as i t 

19 e x i s t t o d a y as a b i d i r e c t i o n a l yard? 

20 MR. ONGERTH: T h i s b e n e f i t i s s p e c i f i c 

21 t o southbound t r a i n s . 

22 MR. GOODSON: I s t h e southbound b e n e f i t 

23 a v a i l a b l e i f t h e r e a r e no r t h b o u n d t r a i n s r u n n i n g 

24 t h r o u g h t h e yard? 

25 MR. ONGERTH: Yes. 
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1 MR. GOODSON: I tak e i t you -- i n your 

2 vie w , i t w o u l d n ' t be as greac a be.nefit? 

3 MR. ONGERTH: E a r l i e r :.n my i u answer 

4 t o an e a r l i e r q u e s t i o n I b e l i e v e you asked, I 

5 spoke t o t h e b e n e f i t s of not ha v i n g t o .have the 

6 y a r d be b i d i r e c t i o n a l . I c w i l l cake me abouc 

7 f i v e m i n u t e s t o g i v e ycu r a i l r o a d i n g hump y a r d 

S o p e r a c i o n s 101. I f you want .me t o do t h a t , I ' l l 

9 do t h a t . I ' v e a l r e a d y d e s c r i b e d t h i s once. 

10 MR. GOODSON: No. I don't want you t o 

11 r e p e a t a n y t h i n g t h a t you've t o l d .me b e f c r e . 

12 T hat's n o t necesi;ary. But what I b e l i e v o my 

13 q u e s t i o n was, whether -- I w i l l w i t h d r a w t h a t 

14 q u e s t i o n . 

15 You spoke o f a two- t o t h r e e - h o u r d e l a y 

16 i n p r o c e s s i n g t r a i n s a t the y a r d . C&tn you 

17 e l a b o r a t e on what t h a t two- ^o t h r e e - hour d e l a y 

18 r e s u l t s from? 

19 MR. NORTON: Asked and answered. 

20 MR. GOODSON: You can answer. I don't 

21 t h i n k I ' v e asked ycu t h i s q u e s t i o n . 

22 MR. ONGERTH: I was r e f e r r i n g t o t h e 

23 amount of t i m e i t t o o k you t o change t h e 

24 d i r e c t i o n -- t h e d i r e c t i o n t h a t you were u s i n g 

25 t h e y a r d t o b l o c k i n , r e f e r r i n g t o the t i m e i t 
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takes t o c l e a n out the bowl, you know, t r i m t r .e 

t r a c k s , and r e v e r s e -- i n essence, r e v e r s e the 

blocki.ng f u n c t i o n of the yard f r c n southbound C 0 

4 nor t h b o u n d . 

And you do t h i s t w i c e a day. When 

6 you're o p e r a t i n g t h e y a r d , a t l e a s t t w i c e a da y, 

7 when y c u ' r e o p e r a t i n g the y a r d b i d i r e c t i o n a l . — c 

3 you're o p e r a t i n g i c i n one d i r e c t i o n , you now 

Q have the ability to just continue tc prccesrs z ars 

10 southbound, and you don't have t o s t o p and 

11 s t r a i g h t e n out t h e o c v l and the.n go back, chac ge 

12 the b l o c k i n g p a t t e r n so t h a t now y o u ' r e b l o c k i ng 

13 n o r t h b o u n d b l o c k s . So you e l i m i n a t e a l l of 

14 t h a t . What I was r e f e r r i n g t o i s t h e l e n g c h c c 

15 time i t t a k e s t o b a s i c a l l y r e v e r s e t h e d i r e c t i on 

16 of t h e y a r d . 

17 MR. GOODSON: I s t h e r e any i n t e n c 

18 p r e s e n t l y t o b l o c k t r a i n s i n the Pine B l u f f ya r d 

19 northbound? 

20 MR. ONGERTH: Not i n our o p e r a t i n g 

21 p l a n . 

22 MR. GOODSON: Would you agree w i t h 

23 t h a t , Mr. King? 

24 MR. KING: The o n l y n o r t h b o u n d 

2S b l o c k s -- t.here a r e some ca r s t h a t have t o mo\'e 
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1 between Pine B l u f f and n o r t h L i t t l e Rock, which 

i s , ccmpasswise -- ac lease che way t h e t i m e t a b l e 

3 '.eads, i s n c r t h . So t h e r e w i l l be somo moveme.nts 

4 between n o r t h Pine B l u f f and n o r t h L i t t l e Rock. 

5 MR. ONGERTH: But i f you l o o k a t t h e 

6 diagram, t h e y ' l l l e a v e the y a r d g o i n g s o u t h t o 

m 

/ 
get t o the L i t t l e Rock branch? 

8 MR. GOODSON: That's a good p o i n t . 

9 W i l l t h e BN be b l o c k i n g any t r a i n s a t t h e SSW 

10 y a r d , Mr. Ongerth? 

11 MR. ONGERTH: I dcn't know. 

12 MR. GOODSON: Mr. Xing? 

13 MK. KING: We s a i d the d e t a i l s o f t h a t 

14 hadn't been worked out y e t . 

15 MR. GOODSON: I f , i n f a c t , the BN d i d 

16 b l o c k t r a i n s a t t h a t y a r d , SSW y a r d n o r t h b o u n d . 

17 t h a t would t h e n b r i n g back the d e l a y t h a t would 

18 o t h e r w i s e be a v o i d e d by r u n n i n g t h e t r a i n s 

19 d i r e c t i o n a l l y s o u t h t h r o u g h the y a r d , would i t 

20 not ? 

21 MR. ONGERTH: I t would depend on how 

22 t h i s was o r g a n i z e d . There's a UP y a r d a t Pine 

23 B l u f f , and i t ' s q u i t e p o s s i b l e t h a t Santa Fe 

24 would do i t s work i n t h e UP y a r d . 

25 MR. GOODSON: Are you aware of any 
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1 says most m a n i f e s t t r a i n s would o r i g i n a t e and 

2 t e r m i n a t e a t H;3lT's New South Yard. I n thL-j l i n e 

3 segment, i f I'm r i g h t , on Houston-Memphis, w i t h 

4 r e s p e c t t o m a n i f e s t t r a i n s , t h e r e w i l l be two 

5 o r i g i n a t i n g f r o m Houston and twc t e r m i n a t i n g m 

6 Houston; i s t h a t r i g h t ? 

7 A. Yes. 

8 Q. How many i s most i n t h a t number? 

9 A. The sche d u l e p l a n would o r i g i n a t e and 

10 t e r m i n a t e t r a i n s at New South Yard. There m.ay be 

11 days t h a t a t r a i n w i l l c o n s i s t of p r i m a r i l y PTRA 

12 t r a f f i c or e x c l u s i v e l y PTRA t r a f f i c . On such 

13 days I'm sure t h a t BN,/Santa Fe management would 

14 o pt t o t e r m i n a t e t h a t t r a i n on t h e PTRA i n s t e a d 

15 of the HB&T. So t h e r e ' s g o i n g t o be some 

16 e x c e p t i o n t o t h a t . But most i s most. 

17 Q. Okay. But you meant i n terms of 

18 numbers of days r a t h e r than t r a i n s per day? 

19 A. Yes. 

20 Q. Okay. On t h e top of page 21, w i t h 

21 r e s p e c t t o t h e Pine B l u f f y a r d , i s t h e r e a n y t h i n g 

22 i n the agreement t h a t o b l i g a t e s UP,/S? p o s t m e r g e r 

23 t o g i v e BN access t o t h e Pine B l u f f y ard? 

24 MS. KUSSKE: O b j e c t i o n t o t h e e x t e n t i t 

25 c a l l s f o r a 1 - q a l c o n c l u s i o n . 
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10 

11 

12 

13 

14 

15 

1 i= = 

1 THE WITNESS: I can't answer as t o tr.e 

2 a b s o l u t e c t l i g a t i c n or l a c k cher-=of. Our 

3 o p e r a t i n g d e s c r i p t i o n assumes t h a t we would sec 

4 out a b l o c k of oars c h ^ t "?,S? would sv.-itch f c r 

5 us at Fine B l u f f and t h a t they would make a b l o c k 

6 of cars f o r us t o p i c k up, c e r t a i n l y one b l o c k 

7 g o i n g east and one b l o c k g o i n g west, a l t h o u g h we 

8 h5'.-e noc addressed the d e t a i l c f che c l o c k i n g 

p l a n p e n d i n g any im.p 1 emen t i n g agreement. 

We assumed chat BN SF would s e t out a 

b l o c k o f c a r s . That b l o c k would c c n s i s t 

b a s i c a l l y of cars d e s t i n e d f c r Pine B l u f f p r o p e r 

and f c r L i t t l e Rock, chat UP/SP would s w i t c h t h a t 

b l o c k of c a r s . I f i t ' s a Pme B l u f f p r o p e r c a r , 

i t would go t o the i n d u s t r y . I f i t were a L i t t l e 

15 Rock c a r , i t would go i n t o a UP t r a i n g o i n g t o 

17 L i t t l e Rock. 

18 BY MR. HUT: 

•̂ ^ Q' There are t h r e e yards a t Pine B l u f f , 

20 a re t h e r e not? 

21 A. I b e l i e v e t h a t ' s r i g h t , I b e l i e v e 

22 t h e r e ' s -- t h e main y a r d i s t h e S o u t h e r n P a c i f i c 

2 3 hump y a r d . 

2"* Q- I s t h a t t h e y a r d y o u ' r e r e f e r r i n g t o t o 

25 which you b e l i e v e -- the c l a s s i f i c a t i o n y a r d t o 
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1 ̂  Q 

1 p e r c e n t a g e terms or o t h e r w i s e of t h e SP Pine 

2 B l u f f y a r d t h a t you expect t o have access t o 

3 w i l l , i n f a c t , be a v a i l a b l e f o r BN 

4 c l a s s i f i c a t i o n ? 

5 A. Th a t ' s a d e t a i l t h a t has t c be worked 

6 out i n an imp 1 eme.i t i ng agreement f o r OL r work i n 

7 Pine B l u f f . I wo u l d n ' t expect we would have any 

8 m u l t i p l e 10 0 c a r volume a da^* ac Pir.e E l u f f 

9 t h a t ' s g o i n g t o r e q u i r e e x t e n s i v e t r a c k a g e room. 

10 We would be s e t t i n g out and p i c k i n g up b l o c k s of 

11 c a r s . 

12 Those b l o c k s of cars would be d e s t i n e d 

13 b a s i c a l l y as I s t a t e d Pine B l u f f p r o p e r or L i t t l e 

14 Rock i n b o u n d . Outbound we c o u l d g et by w i t h 

15 m i n i m a l st-^jara t i o n , perhaps o n l y n o r t h and s o u t h 

16 i s a l l we wou l d need. That d e t a i l i s y e t t o be 

17 worked o u t i n a b l o c k i n g p l a n t h a t would be 

18 e s t a b l i s h e d . 

19 Q. I n t h e next paragraph on page 21, you 

20 d i s c u s s Memphis t e r m i n a l i s s u e s . And you make 

21 r e f e r e n c e t o e x i s t i n g and proposed i n t e r m o d a l 

22 f a c i l i t i e s a t Harvard/West Memphis? 

2 3 A. Yes. 

24 Q. Are tho s e proposed i n t e r m o d a l 

25 f a c i l i t i e s f o r BN? 
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UNION PACIFIC CORPORATION, UNION PACII^^ RMimOMf' C ( ^ j M n 
AND MISSOURI PACIFIC RAILROAl 

-- CONTROL AND MERGER 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHagiLiiaA^IFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' REPLY TO KCS' MOTION TO REQUIRE 
AMENDMENT TO APPLICATION OR ADDITIONAL DISCOVERY 

Union P a c i f i c Corporation ("UPC"), Union Pac i f i c 

Railroad Company ("UPRR"), Missouri P a c i f i c Railroad Company 

("MPRR"),̂  Southern P a c i f i c R a i l Corporation ("SPR"), 

Southern Pac i f i c Transportation Company ("SPT"), St. Louis 

Southwestern Railway Conpany ("SSW"), SPcSL Corp. ("SPCSL"), 

and The Denver and Rio Grande Western Railroad Company 

("DRGW"),̂  c c l l e c t i v e l y , "Applicants," hereby reply to KCS' 

"Motion to Require Amendment to Application or i n the 

Al t e r n a t i v e to Allow Parties to Conduct Discovery and Submit 

Evidence Relating to Applicants' Settlement Agreement With 

CMA" (KCS-49). 

^ UPC, UPRR and MPRR are r e f e r r e d to collect.!.vely as "Union 
P a c i f i c . " UPRR and MPRR are r e f e r r e d to c o l l e c t i v e l y as "UP." 

^ SPR, SPT, SSW SPCSL and DRGW are ref e r r e d to 
c c l l e c t i v e l y as "Sout.hern P a c i f i c . " SPT, SSW, SPCSL and DRGW are 
rj;fe r r e d to c o l l e c t i v e l y as "SP." 
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KCS lias repeatedly t r i e d , without succest^, to delay 

t h i s proceeding, and t h i s i s i t s l a t e s t attempt. See KCS-3, 

f i l e d Sept. 18, 19S5, p. 7 (arguing f o r a two-and-a-half year 

schedule).- KC3-17, f i l e d Jan. ?4, 1996 (supporting motion of 

Western Shippers C o a l i t i o n to enlarge the procedural 

schedule); Decision No. 6, served Oct. 19, 1995 ( s e t t i n g 

procedural schedule); Decision No. 10, served Jan. 25, 1996 

(denying request f o r delay and a f f i r m i n g o r i g i n a l procedural 

schedule). This attempt, l i k e the ethers, should be rejected. 

Unlike KCS and some of the other s t r i d e n t opponents 

of the merger, the Chemical Manufacturers Association ("CMA") 

indicated i n i t s March 29, 1936 f i l i n g that i t would no longer 

oppose the UP/SP merger i f the concerns i t l a i d out i n that 

f i l i n g were met. Applicants worked hard to meet those 

concerns, and succeeded i n doing so i n a settlement agreement 

executed on A p r i l 18. See UP/SP-219. This mooted a long l i s t 

of issues put forward not just by CMA, but by opponents l i k e 

KCS and Conrail. 

The mooting of these concerns through settlement may 

displease KCS, but i t does not mean that the Board has been 

presented w i t h a new "transaction," or that KCS needs more 

discovery or another round of evidence. Rather, the 

settlement wi t h CMA addresses the precise issues on which KCS 

and a v a r i e t y of other parties had months of discovery and 

submittei. extensive evidence on March 29, ].996. The 
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settlement raises no new issues f o r decision by the Board; 

instead, i t eliminates issues. 

For example: 

• KCS, Conrail and others argued that BN/Santa Fe 

would be hampered i n competiag because i t would operate 

"against the flow" of t r a f f i c on UP/SP l i n e s to be operated 

d i r e c t i o n a l l y . They deposed many of Applicants' and BN/Santa 

Fe's witnesses on t h i s issue,^ and they f i l e d evidence 

addressing i t on March 29. The CMA settlt^ment eliminates the 

issue as a concern by granting BN/Santa Fe the r i g h t to 

operate "with the flow" of t r a f f i c , and the a d d i t i o n a l 

trackage r i g h t s necessary to do so. 

• Various opponents of the merger, including 

Conrail, argued t h a t BN/Santa -."e would be at a disadvantage i n 

competing f o r Houston-St. Louis t r a f f i c because i t s own l i n e 

from Memphis to St. _jOuif i s c i r c u i t o u s and does not allow i t 

to reach Eastern c a r r i e r s at St. Louis as e f f i c i e n t l y as UP/SP 

w i l l . Conrail and other parties deposed Applicants' witnesses 

on t h i s issue and f i l e d evidence addressing i t on March 29. 

The CMA settlement eliminates the issue as a concern by 

extending BN/Santa Fe's Houston-Memphis trackage r i g h t s to St. 

^ KCS' statement that " r e l a t i v e l y few depositions were 
taken" (p. 2) i s amusing. No fewer than 30. of Applicants' and 
BN/Santa Fe's witnesses were deposed, consuming a t o t a l of 45. 
deposition days. Only KCS, which demanded that depositions "grow 
geometrically" (Letter from A. Luhcl to A. Roach. Jan. 25, 1996), 
could conside.^- t h i s " r e l a t i v e l y few." 
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Louis, and p u t t i n g BN/Santa Fe on a par w i t h UP/SP at St. 

Louis. 

• Various merger opponents c r i t i c i z e d the 

trackage r i g h t s compensation ree<v provided f o r i n the BN/Santa 

Fe settlement agreement, arguing that they exceeded UP/SP 

costs and that the adjustment mechanism (70% of RrAF(U)) would 

render BN/Santa Fe non-competitive over time. Parties pursued 

extensive discovery on these issues, including depositions of 

Applicants' witnesses. The CMA settlement eliminates these 

issues as concerns by granting BN/Santa Fe the option of using 

t r a d i t i o n a l j o i n t f a c i l i t y b i l l i n g , under which i t would pay 

UP/SP a usage-based share of actual M&O costs, taxes and 

in t e r e s t r e n t a l (calculated as depreciated book value times 

the current cost of c a p i t a l ) , and by s u b s t i t u t i n g f o r the 

p r i o r adjustment mechanism a vr.'̂ chanism based on actual year-

to-year changes i n che relevant UP/SP cost components. 

• Various merger opponents claimed that UP/SP 

would "discriminate" against BN/Santa Fe i n dispatching 

BN/Santa Fe's trackage r i g h t s t r a i n s . They pursued extensive 

discovery on t h i s issue. The CMA settlem.ent eliminates i t as 

a c;oncern by providing for the adoption of a d e t a i l e d w r i t t e n 

protocol to govern the dispatching of BN/Santa Fe t r a i n s . 

These are only examples. F u l l d e t a i l s of the steps 

that Applicants agreed to i n t h e i r settlement w i t h CMA, as 

well as of other steps that Applicants have taken to address 



issues raised by various parties (e.g., extending to BN/Santa 

Fe the r i g h t to b u i l d i n to a Union Carbide f a c i l i t y at North 

S e a d r i f t , Texas, thereby addressing th>i issue raised by Union 

Carbide i n i t s March 29 comments), and of how these steps 

address issues raised by merger opponents, are set f o r t n at 

pages 12-21 ot the Narrative p o r t i o n of Applicants' A p r i l 29 

Rebuttal (UP/SP-230), and i n a number of the v e r i f i e d 

statements i n t h a t Rebuttal f i l i n g (see UP/SP-231 and 232, 

passim). The p e r t i n e n t point i s that p a r t i e s l i k e KCS have 

had very extensive discovery on these issues, and have 

submitted e^•idence very f u l l y addressing them. 

KCS' argument implies that whenever, i n the course 

of a merger proceeding, the applicants a r r i v e at settlements, 

to resolve issues of concern raised by p a r t i e s to the case, 

the applicants i n e f f e c t must submit an e n t i r e new applica­

t i o n , the clock on the proceeding must be set back, and there 

must be renewed discovery and a d d i t i o n a l rounds of evidence. 

I t i s hard to imagine a process that would more e f f e c t i v e l y 

discourage settlements. The p o l i c y of the ICC, and thus of 

i t s successor, t h i s Board, i s to the contrary. That p o l i c y i s 

to "encourage agreements between par t i e s to a consolidation 

proceeding i n order to encourage expeditious r e s o l u t i o n of 

matters of serious concern." Norfolk Southern Cor-p. --

Control -- Norfolk & Western Ry. & Southern Ry., 366 I.C.C. 

171, 240 (1982) ("Norfolk Southern") (emphasis added); Union 
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Paci f i c Corp.. P a c i f i c Rail System. Inc. & Union P a c i f i c 

R.R. -- Control -- Missouri P a c i f i c Corp. Sc Missouri P a c i f i c 

R.R.. 366 I.C.C. 459, 601 (1982), a f f ' d i n part & remanded i n 

part sub nom. Southern Pacific Transportation Co v. ICC, 

736 F.2d 708 (D.C. 1984), c e r t , denied, 469 U.S. 1208 (1985) 

("UP/MP/WP"). 

KCS does not point to any s p e c i f i c matter i n the CMA 

settlement on which i t needs more information, e i t h e r by way 

of a s u b s t a n t i a l l y amended ap p l i c a t i o n or by way of renewed 

discovery. I t simply l i s t s a l ] the topics that are to be 

addressed i n a merger app l i c a t i o n (pp. 4-5). But every issue 

treated i n the CMA settlement was addressed i n the 

a p p l i c a t i o n , and i n discovery, and i n the March 29 f i l i n g s . 

KCS' motion seeks delay f o r delay's sake. 

Cert a i n l y there are d e t a i l s of the a p p l i c a t i o n that 

might have been d i f f e r e n t had the terms of t])e CMA settlement 

been i n place before the a p p l i c a t i o n was prepared But KCS 

makes no showing that those d e t a i l s are so fundamental as to 

require the f i l i n g of a completely new or amended a p p l i c a t i o n . 

The t h r u s t of the CMA settlement i s to confirm that BN/Santa 

Fe w i l l be a f u l l y e f f e c t i v e competitor using the trackage 

r i g h t s and other r i g h t s agreed to i n Applicants' settlement 

w i t h BN/Santa Fe. That i s what the a p p l i c a t i o n already 

assumed,, so i t can hardly be argued that the CM.\ settlement 

fundamentally changes the parameters of the a p p l i c a t i o n . Any 



issues that remain are ones the part i e s have already ad Iressed 

i n t h e i r p r i o r f i l i n g s . 

Moreover, as the Board io aware, a number of pa r t i e s 

have had no d i f f i c u l t y i n providing comments on the CMA 

settlem.ent without the need f o r r e f i l i n g of the applicatl.on, 

p u r s u i t of new discovery, or the opportunity to f i l e a new 

round of evidence. On A p r i l 29, Applicants were served wi t h a 

number of comments on the CMA settlement, including f i l i n g s by 

Dow, SPI, Conrail, and others. See Comments of Arizona 

Chemical Company, f i l e d Apr. 29, 1996; Further Comments of 

Consolidated Rail Corporation i n Response to the "CMA 

•N̂  Settlement Agreement," CR-37; Comments ou the Applicants' 

Settlement Agreement wit h the Chemical Manufacturers' 

Association Submitted on Behalf of the Dow Company, DOW-19; 

Further Comments of Montell USA, Inc., MONT-5; V e r i f i e d 

Statement of Thomas L. Moranz, QCC-4; Further Comments of the 

Society of the Plastics Industry, I n c , SPI-16. KCS was 

equally capable of commen'-ing on the settltment without 

imposing f u r t h e r delay. 

This i s not, as KCS weakly claims, the UP/CNW case, 

where the Ccmmission c a l l e d f o r a supplenental f i l i n g t o 

c l a r i f y whether major developments -- the sale of a 

c o n t r o l l •''ng i.rterest i n CNW stock by Blackstone he 

investment bank th a t then c o n t r o l l e d CNW -- mooted a h o t l y -

contested dispute over whether any concrete "transaction" was 



presented f o r decision at a l l . See Union Pac i f i c Corp.. Union 

P a c i f i c R.R. & Missouri P a c i f i c R.R. -- Control -- Chicaao & 

North Western Holdings Corp. & Chicago & North Western 

Transportation Co.. 9 I.C.C.2d 939 (1993). Rather, the 

settlement w i t h CMA i s l i k e important settlements entered i n t o 

during the course of many p r i o r merger cases, which resolved 

p a r t i c u l a r competitive or other issues that p a r t i e s had raised 

i n the course of the proceeding, and which d i d not p r e c i p i t a t e 

any requirement thau the applicants r e - f i l e t h e i r a p p l i c a t i o n 

or that there be new rounds of discovery and evidence. See, 

e.g., Finance Docket No. 3 2 549, Burlington Northern Inc. & 

Burlington Northern R.R. -- Control & Merger -- Santa Fe 

P a c i t i c Corp. & The Atchison. Topeka & Santa Fe Rv.. Decision 

served Aug. 23, 1995, pp. 88-92 (settlements w i t h SP, UP and 

others); Union P a c i f i c Corp.. Union Pac i f i c R.R. & Missouri 

P a c i f i c R.R. -- Control -- Missouri-Kansas-Texas R.R.. 4 

I.C.C.2d 409, 480 (1988), p e t i t i o n f o r review dismissed sub 

nom. RLEA v. ICZ. 883 F.2d 1079 (D.C. Cir. 1989) (settlement 

w i t h SP); UP/MP/WP. 366 I.C.C. at 601 (settlement with CNW); 

Norfolk Southern, 366 I.C.C. at 240 (settlement w i t h Conrail, 

MKT and others). 

Applicants f u l l y address the CMA settlement i n t h e i r 

A p r i l 29 Rebuttal, and BN/Santa Fe also addresses that 

settlemfmt i n i t s Apri.^ 29 submission. To the extent cross-

examination n.ay be needed to resolve material issues of 
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disputed fac t as KCS suggests, KCS i s free to depos,? a l l the 

Applicant witnesses and BN/Santa ?e witnesses wto address the 

CMA settlement. I n addition, - t i s free to advance i n i t s 

June 3 b r i e f any arguments i t may have about that settlement. 

Requiring a resubmission or amendment of the a p p l i c a t i o n , or 

authorizing renewed discovery at t h i s l a t e stage of t h i s 
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exped i t e d p r o c e f ^ i n g , would serve no purpose except KCS' 

purpose -- delay. Tne KCS motion should be denied. 

R e s p e c t f u l l y submitted. 

.\NNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
One Market Plaza 
San FranciSv-o, C a l i f o r n i a 94105 
(415) 541-1000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Ni n e t e e n t h S t r e e t , N.W. 
Washington, D.C. 20023 
(202) 973-7601 

A t t o r n e y s f o r Southern 
P a c i f i c R a i l C o r p o r a t i o n , 
Southern P a c i t i c T r a n a p o r t a t i o n 
Companv. St. Louis Southwestern 
Railway Companv. SPCSL Corp. 
and The Denver and Rio Grande 
Western R a i l r o a d Companv 

A p r i l 30, 1996 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n To'.;er 
E i g h t h and Eaton Avenues 
Bechlehem, Pennsylvania 18018 
(610) 861-3290 

JAMES V. DOLAN 
PAUL A. CONLEY, JR. 
LOUISE A. RINN 
Law Department 
Union P a c i f i c R a i l r o a d Company 
M i s s o u r i P a c i f i c R a i l r o a d Company 
1416 Dodge S t r e e t 
Omaha Nebraska 6817 9 
(402) 271-5000 

ARVID E. ROACH II ' V 
J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
Covington & B u r l i n g 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(212) 662-5388 

A t t o r n e y s f o r Union P a c i f i c 
C o r p o r a t i o n , Union P a c i f i c 
R a i l r o a d Company and Mi s s o u r i 
P a c i f i c R a i l r o a d Company 
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I , Michael A. Listgarten, c e r t i f y t h a t , on t h i s 30th 

day of Apj.il 1996, I caused a copy of Applicants' Reply to 

KCS' Motion to Require Amendment to Application or Ad d i t i o n a l 

Discovery (UP/SP-237) to be served by f i r s t - c l a s s mail, 

postage prepaid, or by a more expeditious manner of d e l i v e r y 

on a l l p a r t i e s of record i n Finance Docket No. 32760, and on 

Director of Operations 
A n t i t r u s t D i v i s i o n 
Room 9104-TEA 
Department of Justice 
Washington, D.C. 20530 

Premerger N o t i f i c a t i o n O f fice 
Bureau of Competition 
Room 303 
Federal Trade Commission 
Washington, D.C. 2 0580 

Michael A. Li s t g a r t e n 
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April 29, 1996 

<iiyi'i{ 
One James Center 
Richmond. Virginia 23219 
(804) 783-1343 

Pete' J , Shudtz 
General Counsel 

Office of the Secretary' 
Case Control Branch 
Surface Transportation Board 
1201 Constitution Ave , N W 
Washington, D C 20423 

RE Finance Docket No 32760 
Union Pacific - Control & Merger - Southem Pacific 

Dear Secretary Williams: 

Enclosed fot filing is an original and twenty copies of our Replv to Written Comments in 
the above-captioned proceeding Kindly acknowledge receipt ofthe filing by date stamping the 
duplicate of this letter. Thank you. 

Very truly yours. 

cc The Honorable Jerome Nelson 
Administrative Law Judge 

Arvid E Roach IL Esquire 
Paul A Cunningham, Esquire 

APft3 019H 

m Parto< 

Post otfice Box 85629, Richmond. Virginia 23285-5629 ' 
• FAX (804) 7S3-1355 • 
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BFFORE THE 
SLUFACE TRANSPORTATION BOARD 

Finance Docket No 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMP 
AND iMISSOURI PACIFIC RAn.ROAD COMPANY 

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

TRANSPORTATION COMPANY, SI LOUTS SOUTHWESTERN R.\ILWAY 
COMPANY, SPCSL CORP ANT) THE DEN\TiR AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

REPLY TO WRITTEN COMMENTS 

—mvm 
Ofti«iOfth« Sacr«(#ry 

APR 3 0 fW6 

On March 29, 1996, CSX Corporation and its subsidiaries, (hereinafter collectively 

"CSX") filed its Wntten Comments expressing its strong support for the UT/SP consolidation.* 

At that time, CSX also mdicated that it was opposed to the divestiture proposals affecting the 

Gulf Coast and Eastern Regions as outlined in preliminary filings with the Board and as described 

in the media. 

CSX has reviewed the various divestiture proposals contained in Comments and other 

filings in this proceeding. At this time, CSX desires to reaffirm its strong support for the UP/SP 

consolidation and its continued opposition to the divestiture proposals pertaining to the Gulf 

*CSX also indicated that it had re? hed general understandings with UP on matters 
afterting CSX. Recently, LT and CSX entered into a Settlement Agreement on such matters. 



Coast and Eastern Regions made by the consolidation's opponents Additionally, should the 

Board order any fiirther proceedings with respect to such divestiture proposals, CSX requests the 

opportunity to participate therein as its interests may appear. 

Respec :fiilly submitted, 

fy j 
Peter J Shudtz 
CSX Corporation 
One James Center 
901 E Cary Street 
Richmond, Virginia 23219 

Attomev for CSX Corporation and its 
subsidianes including CSX Transportation. Inc 

.April 29, 1996 



Certificate of Service 

I hereby certify that on ihis 29th day of April, 1̂ '96, I served a copy of the foregoing Written 

Comments by first-class mail, postage prepaid upon each party of record in Finance Docket No. 

32760. 

Peter J Shudtz/ c / 
CSX Corporation 
One James Center 
901 E. Cary Street 
Richmond, Virginia 23219 
(804) 783-1343 
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DANICL S D i X L C H 0 
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J O H N P M O O C C B M A N R M O 
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(202) 434-4179 

YIA_HAND_DELIVKRV 

Office of the Secretary 
Case Control Branch 
Att e n t i o n : Finance Docket No T97«n 

Co?pS?a\?oTlt'°Al'''?' ̂ - i ^ -
.southern ? a c i ? i ; Rail ^^^^^^ " ' Rail rornoratinn, 

Dear Mr. Secretary: 

Pursuant t o the Or-dov • • 
Nelson served A p r i l 22 ^L? i f J i ' ' ' ^ ^ ^ ^ ' ^ ^ ^ ^ "^"^9^ Jerome 
enclosed herewith are f i i H c n ? . ^ /?r'^"^^P^^°"^'^ L t t e r ? 
pages which are c i t l d i n ?he ?oJLS5 ^^^f°ll°^ing t r a n s c r i p t 
and v e r i f i e d Statement Sn S^ha^rSf NorS f ^""'^ Conditions 
Services, a d i v i s i o n of Mars inc? (NAS-if f f t ^ J " L o g i s t i c 
1996: ' (MAi.s-1) f i l e d on March 29, 

1. Deposition of Richard B. Peter.^on P-̂ K 
pace 88; -feter-^on, February 5, 1996, 

2. Deposition of Richard B. Peterson P^K 
pages 278 and 279; t-ererson, February 6, 1996, 

3. Deposition of Richard B. Peterson 
page 222; and ^^ecerson, February 6, 1996, 

jl ENTPREB— 

' j Offic* o( ih» S»cre»ary 

APR3 0IW6 

' I fLJ Pufclcllacord 

J 



' O f f i c e of the Secretary 
A p r i l 29, 1996 

^ \ Page 2 

KELLER AND HECKMAN 

4. Deposition of Richard J. Barber, January 24, 1996, 
pages 69-72. 

fours very t r u l y , 

Enclosures 

cc: Arvid E. Roach, I I , Esq. 
Paul A. Cunningham, Esq. 

ort h American 
vices, A D i v i s i o n of 



n 8 8/^ -^rOt 

5 

6 

7 

8 

9 

IC 

11 

1 t h e two -- I wouldn't s t a t ^ s^ . v, A' ^ ^ ^ ^ ^ 
n s t a t e I t the way you' ve P tO"^^ t 

* BK/San.a .e „e.„or.. „e c u M noe i . e n . i . , a n , 

- . s t i n g customers nor t h s l i v e l i h o o d of any 

s i g n i f i c a n t customers t h a t w o u l . .e disad-^antaged 

from a t r u e , t r a n s l o a d s t a n d p o i n t v e r s u s where 

the y are today, by t r u r ^ i n r r • 
t r u c k i n g m t o the BN/Santa Fe 

p o i n t as opposed t o t r u c k i n c , ^^ 
LrLCKing t o an SP p o i n t 

today "~ •• ' we l o o k e d at the numerous e x i s t i n g 

t r a n s l o a d s and we a l s o scoured the map ^ o r t of 

P l o t t i n g s e m i c i r c l e s over them and c o u l d n ^ t . i n d 

-'̂  ^ p l a c e where evpn ^ f,,^ 
^ f u t u r e s h i p p e r would be 

14 d i s a d v a n t a g e d . 

Q- Am I c o r r e c t i n u n d e r s t a n d i n g t h e n 

t h a t , so l o n g as t h e s h i p p e r was not 

d i s a d v a n t a g e d , he c o u l d .each B./Santa Fe as w e l l 

as he c o u l d have reached SP? | 

Q- i n a r e v e r s e ? ] f " " «''H.s..,., 

A. Yeah, uP or sp. 

,3 , °̂ °̂ ^̂^̂  - - yolLoia^'.^,,, 
t e s t i m o n y . j want t o r e c a l l ' ' = ^ = = : " 

24 ,. r e c a l l t h i s c o r r e c t l y , b ut 

e a r l i e r v.-e were d i s c u s s i n g a movement i n a 

c o r r i d o r where you s t a t e d B. and Santa Fe had 

ALDERSON REPORTING COMPANY INC 

'4th ST., N.W.. 4th FLOOR / WASHINGTON, D.C, 20005 
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o 
' P - ^ u c t t o a p o i n t on the SP „ 

^hat^s a line that B./Santa Fe win get ^ S 

3 t r a c k a g e r i g h t s over, w i l l t h . X^^-— 

* t o . r u c k h i " Lruck h i s p r o d u c t t o the 
^"'^ p o i n t and l e a d 

i t on BN/Santa Fe? 

MR. ROACH: A'iked ^ r , ^ 
>i^Ked and answered. 

THE WITNESS: Tf 
- t I t s a 2 - t o - l p o i n f 

^ I f i t ' s n o t , no. ' 
BY MR. ALLEN: 

Q- I f i t ' s n o t , no? 

^- I f i t ' s n o t , no. 

A 13 ^ - Which the 
Ship p e r c o u l d have t r u c k e d h i s p r o d u c t t o a • 
on t h e qp X ^ p o i n t 

^ SP, Qoesn't t h a t by d e f i n ^ ^ • 
P . y o e f i n i t i o n make i t a 
2 - t o - 1 nn-i ri^-o -̂ L a 

6 

7 

9 

10 

11 

12 

16 

1 7 
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19 

20 
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24 

25 

14 

2 - t o - l p o i n t ? 

"OACH: Asked and answered 

T H E „ X ™ H S S : „ O . >:e.ve l o o k e d v e r y -i-ocKed v e r v 

c a r e f u l l v ,g r • v e r y 

^ -^^^ - a n Of t h e 

- l e v a n t geography and we d e t e r m i n e d t h a t wh 

t h e r e c u r r e n t l y a r e t r n . w 
y a r e t r u c k i n g o p t i o n s f r o n n o i n ^ 

on one r a i l r - ^ = ^ ^ ori p o i n t s 
laiiroad ovf^r t t-u 

^•^r t o the o t h e r , t h a f ^h 
w i l ] 1 1 u i-nat those 
w i l l a l l be p r e s e r v e d as ^ r-^ . 

as a r e s u l t of t h e f 
s e t t l e m e n t . j 

I f y ou're t a l k i n g about a s a l t n . 
- - - t of s a l t Lake C i t v H Producer 

ALDERSON REPORTING COMPANY EVC 

" " ^ FLOOR / WASHINGTON, D.C., 2000S 
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2 79 
C i t y on the i n t e r s t a t e highway and l o a d on 

BN/Santa Fe. He doesn't go up t h r o u g h t h e d e s e r t 

on g r a v e l roads t o tha SP and t r y t o l o a d on SP 

We l o o k e d a t the coverage t h a t w i l l 

e x i s t , w. l o o k e d a t a , l the s i t u a t i o n s t h a t ve 

c o u l d f i n d and concluded t h a t a l l t r . n s l o a d i n , 

o p t i o n s w i l l be p r e s e r v e d -- w e l l , i n f a c t 

enhanced by t h e s e t t l e m e n t because th o s e 

customers w i l l now be am^ 
now be ab l e t c s h i p t o BN/Santa Fe 

Which has much g r e a t e r market reach and 

c a p a b i l i t y t h a n SP has had. 

Q- But j u s t so I u n d e r s t a n d , i f ^ 

p o i n t t h a t i s l i s t e d i n your E x h i b i t A, t h e 

Shipper W i l l n o t be a b l e t o t r u c k h i s p r o d u c t t o 

t h a t p o i n t and t r a n s l o a d i t on t o t h e BN/Santa 

Fe? I j u s t want t o make sure i u n d e r s t a n d . 

A. Yeah, t h e o n l y q u a l i f i c a t i o n i would 

g - e i s E x h i b i t A, i t i n c l u d e s a l l t h e 2 - t o - l ' 

p o i n t s , be t h e y wherever they are l i s t e d o r even 

i d e n t i f i e d sub.^equent t o t h i s t i m e . Those a r e 

a v a i l a b l e f o r t r a n s l o a d i n g . 1 

Q. Let me s w i t c h my q u e s t i o n s a l i t t l e i 

i n d e c i d i n g what s e t t l e m e n t s t o make and w i t h 
whom or in assessing the nroHiKi ^ 

^g cne p r o b a b l e b e n e f i t s o f che 

.VLDERSON REPORTING COMPANY EVC 
1111 i ^ . u o ^ ' ^ ° ^ ' ^ ^ ^ " 2 2 6 0 (800) FOR DEPO 
1111 14th ST., N.W.. 4th FLOOR / WASHINGTON. D.C. 20005 



22 ____ 

1 S h i p p e r would be i d e n t i f i e d as a 2 - c o - l s h i p p e ^ * 

I f a s h i p p e r had not s h i p p e d f o r f i v i ^ " ^ -

y e a r s and, sometime d u r i n g the l a s t s e v e r a l years<.. 

a t a r i f f c leanup was made and h i s name was not i n 

the t a r i f f anymore as b e i n g open because he haa 

p r o b a b l y c l o s e d and moved away, then he would not 

be a 2 - t o - l s h i p p e r a t t . i a t p o i n t . And then t h e 

same p r o c e s s , by l o o k i n g a t j o i n t f a c i l i t y access 

and d i r e c t t o r a i l r o a d access a t t h e p o i n t . 

^° ^ ^ ^ t we have i n t h e BN t r a c k a g e 

.̂1 r i g h t s agreement a remedy f o r 2 - t o - l s h i p p e r s or 

2 - t o - l p o i n t s ? 

' ^ ^ i ^ ^ i t as, .. guess, a remedy 

14 f o r 2 - t o - l s h i p p e r s , not l i m i t e d o n l y t o e x i s t i n g 

15 s h i p p e r s , however. i t ' s new s h i p p e r s can l o c a c e 

and t h e r e are p r o v i s i o n s i n t h e c o n t r a c t f o r t h a t 

t h a t a r e v e r y l i b e r a l and you I'm sure have read 

t h a t . And BN/Santa Fe can put i n a u t o m o t i v e 

f a c i l i t i e s , TOFC f a c i l i t i e s , b u l k t r a n s l o a d 

f a c i l i t i e s a t any one of these p o i n t s and serve a 

Shipper n o t even a t the p o i n t t h a t may appear 

t h a t h a s n ' t e x i s t e d i n t h e p a s t . 

So j u s t by way of example, i f one o f 

24 the p o i n t s shown on E x h i b i t 1 were a s i t e f o r an 

25 i n d u s t r i a l p a r k t h a t had no s h i p p e r s c u r r e n t l y 

ALDERSON REIORTCVG COMPANY, EVC 
'202)289-2260 (800) FOR DEPO 

1111 14th ST., N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 t e s t i f y as t o i t . I b e l i e v e t h a t t h e y have 

2 i d e n t i f i e d a l l the two-to-one s h i p p e r s . But 

3 c e r t a i n l y , i f ̂ ôme s h i p p e r b e l i e v e s t h a t i t has 

4 not been i d e n t i f i e d , i t ' s e n t i t l e d t o speak o u t . 

5 Q. I n your t e s t i m o n y a t page 495, s t a r t i n g 

6 at the b o t t o m of page 494 and c o n t i n u i n g on, you 

7 d i s c u s s t h e movement of soda ash, do you not? 

^ A. I do. 

9 Q. Let me g i v e you a h y p o t h e t i c a l . L e t ' s 

10 say t h a t UP d i r e c t l y s e r v e d t h e soda ash 

11 f a c i l i t y . 

-̂ '̂  A- A mine l i k e Green R i v e r . 

R i g h t . And t h a t t h e s h i p p e r u t i l i z e d a 

t r u c k t r a n s l o a d t o reach some o t h e r r a i l r o a d , 

15 c a r r i e r X. 

I ^ A. How about BN? 

•̂"̂  ^- c a r r i e r you want. i s t h a t a 

18 c o m p e t i t i v e s i t u a t i o n ? 

'̂ "̂  s° r e g a r d e d by t h e s h i p p e r s 

20 here and by me. FMC and Owens I l l i n o i s and 

21 S t o u f f e r a l l speak e x a c t l y t o t h a t , say t h a t t h a t 

s i t u a t i o n e x i s t s and t h a t -.hey r e g a r d i t as 

imposing a c o m p e t i t i v e c o n s t r a i n t , p r i c i n g 

24 c o n s t r a i n t s . 

°- I ^ that an example of two c a r r i e r s 

ALDERSON REPORTEVG COMPANY, EVC. 
(2021289-2260 (800) FOR DFPQ ' 

1111 U t h ST., N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 p r o v i d i n g c o m p e t i t i o n ? 

2 A. I would j u s t say t h e r e was independent 

3 t r a n s p o r t c o m p e t i t i o n f o r the -- f o r t h e o r i g i n 

4 and a t the o r i g i n . 

5 Q. I f one of the c a r r i e r s was UP and the 

6 o t h e r c a r r i e r was SP and t h i s p r o c e e d i n g were 

7 underway, would t h a t be a two-to-one s i t u a t i o n ? 

8 MR. ROACH: I o b j e c t t o the form of the 

9 q u e s t i o n . - t j . ; 

10 THE WITNESS: I don't u n d e r s t a n d i t . I 

11 t h o u g h t a moment ago we were g o i n g t o use BN as 

12 an ey\mple. L e t ' s suppose UP serves t h e Green 

yy 
^ 13 R i v e r -- I d e s c r i b e a l l t h i s a t page 495. 

14 BY MR. MOLM: 

15 'Q. Sure. 

16 A. And I'm r e a l l y not changing a r y t h i n g , 

17 I'm j u s t h i g h l i g h t i n g i t i f you want t o t a k e t i m e 

t o go t h r o u g h i t . UP serves the Green Rdver, 

18 

19 t h e r e ' s a b i g r e l o a d o p e r a t i o n t h a t t a k e s soda 

2 0 ash t o a p l a c e c a l l e d B o n n e v i l l e , Wyoming, where 

21 i t t h e n mov s onward by BN and some moves back t o 

22 Utah p o i n t s , S a l t Lake C i t y and Ogden, from which 

23 under t h e s e t t l e m e n t agreement -- t which 

24 p u r s u a n t t o the s e t t l e m e n t agreement BN/Santa Fe 

..̂  25 w i l l t a k e over and op e r a t e t h e l o a d i n g f a c i l i t y . 

ALDERSON REPORTING COMPAJVY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 U t h ST., N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 BY MR. MOLM: 

2 Q. So you would c o n t e m p l a t e t h e s e t t l e m e n t 

3 a d d r e s s i n g t h a t h y p o t h e t i c a l ? 

4 A. I t , i n f a c t , s p e c i f i c a l l y addresses 

5 t h j - s , because t h e s e t t l e m e n t i.ct o n l y doesn't 

6 a f f e c t and thus p r e s e r v e s the BN/SF c o m p e t i t i o n 

7 which i s l i k e 750,000 to n s a year soda ash over 

8 B o n n e v i l l e , Wyoming, bu; a l s o i L t a k e s t h e t r u c k 

9 r e l o a d t:;j.minal f a c i l i t i e s i n Utah t h a t are 

10 p r e s e n t l y o p e r a t e d by SP i n c l u d i n g Rio Grande and 

11 t u r n s those -- makes those f a c i l i i - i o s a v a i l a b l e 

12 t o BN/Santa Fe. So t h a t , a f t e r s e t t l e m e n t takes 

/'•^ 13 p l a c e , t h e r e w i l l c o n t i n u e t o be independent r a i l 

14 c o m p e t i t i o n f o r movements a t Green R i v e r j u s t as 

15 theire w i l l a t S e a r l e s Lake, C a l i f o r n i a . 

16 Q. L e t ' s t a k e a new h y p o t h e t i c a l , the 

17 Houston BEA. And Exxon has two f a c i l i f - e s i n t h e 

18 Hou.'^ton BEA. 

19 A. These are h y p o t h e t i c a l s ? 

20 Q. Yes. And one f a c i l i t y i s s e r v e d by 

21 Union P a c i f i c and o n l y Union P a c i f i c and t h e 

22 o t h e r f a c i l i t y i s s e r v e d by Southern P a c i f i c and 

23 o n l y Southern P a c i f i c and t h e y ' r e some m i l e s away 

24 and t h e r e ' s a l s o k i n d s of b u i l d i n g s and s t u f f . 

25 A. And n o t h i n g t o f i t your b u i l d - i n 

..J ALDERSON REPORTING COMPANT, EVC. 
(202)289-2260 (POO) FOR DEPO 

m i U t h ST., N.W., 4 lh FLOOR / WASHINGTON, D.C, 20005 
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VIA HAND DELIVERY 

Hon. Vernon A. Williams 
Secretary 
3urface Transportation Board 
Washington, DC 20423 

Dear Secretary' Williams: 

A p r i l 29, 1996 

Coro ^"e^°~^^'' ̂ '̂ '̂  V-^^T"^ Finance Docket No. 32760 
a l . , are 
of Shel] 

et ai.--(Control r̂̂ r̂  MO^^^^ . . sou thpVn ̂ D. , Union P a c i f i c 
^ the orxjTnal and twenty copies Sf ^ h r ^ r ^ ^ ^ ^ ^ ^ ' 
1 Chemical Comoanv ^ ^ ^ Responsive Statement Company. 

.^y. i^.^y^^^^iX^TyryAs^y^^ -=i°-<' 
to me m the enclosed envelope. J^eceipt of them and to return 

for ea^h'Sf t h l p a r t l l " " ' "^""^"^ '^""S ^ " - ^ ^ d upon counsel 

o t h e r ; f s e - c a n ' ' ^ r o r a L S ^ I L ^ r p T e a ? / ' l ^ t \ ^ ' ' i L ; . " ^ - ^ " ^ 

Sincerely yours. 

F r i t ^ R . Kahn 

&nc, 
CC: Mr. Brian P. Felker 



ORIGINAL SHL-5 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

V.'ACHINGTON, D.C. 20423 ^ 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, et a l 
--CONTROL AND MERGER-- '̂ 

SOUTHERN PACIFIC RAIL CORPORATION, ^ ^ 

RESPONSIVE STATEN.ENT 
OF 

SHELL CHEMICAL COMPANY 

A 

J 

—?NTra3— 
0*ric« of fri# S«c'»tjry 

APft3 Of996 

Dated: A p r i l 29, 1996 

F r i t z R. Kahn 
F r i t z R. Kahn, p.c 
Suite 750 West 
1100 New York Avenue, NW 
Washington, DC 20005-3934 

Tel.: (202) 371-8037 

Attorney f o r 
Shell Chemical Company 



BEFORE THE 
SITRFACE TRANSPORTATION BOARD 

WASHINGTON, D.C. 204 23 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION et a l 
--CONTROL AND MERGER-̂  '̂ 

SOUTHERN PACIFIC RAIL CORPO^TION, ^ ^ 

SHL-5 

y 

RESPONSIVE STATEMENT 
OF 

SHELL CHEMICAL COMPANY 

Shell Chemical Company of Houston, Texas ...Shell.,, p„3uant 

" " C... ..0. .3>a, and the decisions of the In t e r s t a t e 

commerce Comission, served Octoher i , and December „ ,3,5 

Decisions Kos. . and and the Oecislon of the Board, served AprU 

1996, Decision „o. 31, responds to Applicants. Suhmission of 

settlement Agreement with C«A, dated A p r i l 1., ,„p,sp-2l9, as 

f o l l o w s : 

1. we are pleased that the Unron Pac i f i c Corporation ^ a l 

have address most of the concerns of the Chemical Manufac.u-ers 

Association's D i s t r i b u t i o n Committee. 

2. Our p o s i t i o n i ,= r-̂ ,̂  • . 
' p o s i t i o n of Shell Chemical 

conpany, remains as submitr^ri -i n ̂  
suomitted m our Comments submitted cn March 

29, 1996; we had l i m i t e d involvement with th« PMA 
with the CMA comments or 

-1-



p o s i t i o n . 

Respectfully submitted, 

SHELL CHEMICAL COMPANY 

By i t s attorney. 

F r i t ^ R . Kahn 
Fri€z R. Kahn, P.c, 
Suite 750 West 
1100 New York Avenue, NW 
Washington, DC 20005-3934 

Tel.: (202) 371-8037 

Dated; A p r i l 29, 1996 

CERTIFICATE OF SERVICE 

copies of the foregoing Statement t h i s day were served by me 

by mailing copies thereof, w i t h f i r s t - c l a s s postage prepaid, to 

counsel f o r each of the p a r t i e s . 

Dated at Wc^shington, DC, t h i s 29th day of A p r i l 1996. 

) 
-2-



DSCIAARATIOK 

I. Brian P. Felker, am the Manager - Pro^ccs Transportation 

of Shell Chemical Company, with offices ac One Shell Plara, 

Houston, Texas. I am the sponsor o'f tbe Conments or Shell CZiemical 

company, filed herein on March 29, 1996. i have read che foregoing 

Responsive Statement, and, under penalty- ot perjury oc the lave of 

the Uliited States o£ America, I declare that the factual aesertaojis 

therein made are true and correct to the beet of my Knowledge and 

belief, I further declt.re that I an authorized to make this 

declaration. 

Dated at Houston, TX, this 29th day of April 1996. 

Brian P. Pelker 
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H A Y N C S A N D B O O N E , I L P 

' April 29, 1996 

Via Han(! Dplivpt-y 

Vernon A. Williams 
Secretaiy 
Surface Tiansportation Board 
Koom 2215 
12th and Constitution Avenue N W 
Washington, D.C. 20423 

Re: Union Pacific Corp., et al. - Control and Merger 
Southern Pacific Rail Corp.. et al 
finance Docket Nn -XOIRCS 

Dear Secretary Williams: 

pr"oS 's^^^::^isis::z^fl^y^f R̂ '-̂  s.„ne 
San Antomo and Houston. Texas AirencS sT^I' ? ™ ^'"'^^ '^""^ B"""'"' 
contammg a cony of the filing in Wordp'rft t 5 1 ?o™ai. ™ 

Sdrtett?nf,!ê ŝt\râ ,rr:?ss;r̂ "''̂ ^ 
representative is: Parues o. record in this proceeding. Redland's 

Kenneth B. Reisenfeld 
Haynes and Boone, LLP 
Suite 825 

Eye St., N.W. 
Washington. D.C. 20005 
202-414-1900 

Respectfully submitted. 

Keii^ieth B. Reisenfeld 
Haynes and Boone. LLP 

Enclosure 

n - ) - . - . Attorneys 
'2-. £y. Street, N. vf. E.ghth Floor Wash,„gton, D.C. It 

Telephone 1202! 414.1'iOO f j 
2000S.3914 

' 1202! 414.1920 http://www.hayboo.co 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

union Pacific corp., union Pacific 
Missouri Pacific RR CO. 

p,.^?^ Merger — Southern 
Pacific Rail corp., southern 
Pacific Trans. Co., s t . Louis 

SPCSL corp. 
and The Denver and Rio Grande 
Western Corp. 

Financ 

Redland stone Products Co„pany ("Redland") file,, th's 

response to co«ents f i l e d by various parties cn «arch 29, 1996 

requesting divestiture of lines of the Southern Paoific R a i l 

corporation et a l . ,..3P", het„een Houston, Texas and San Antonio 

Texas as a condition of any approval of the .erger of the SP and 

the union Pacific Corporation, et a l . (••UP", (collectively with 

SP, the ••Applicants..,.!/ As discussed below, any such 

divestiture would have a serious adverse effect on the quality 

and e f f i o i e n c y ^ o ^ e r a i l transportation Redland now enjoys. 

tines"w°e?f j!L';\J"?h"il2x;s=Ranr"o:d^;:""^ divestitu-e of such 

"^liToLy-^''^'- T " - p " ? a U o i ' S a g S e TNS^!". 

City Southern Railway Comoanv (Krc: r.-.̂  i Z '̂ ' Kansas 
corporation (CR-21) , " ^ a n ^ S a p f o S r ^ . Consolidatec Rai l 



) 

Redland therefore opposes any such divestiture, i f the Board 

• nevertheless requires divestiture of any lines of the Applicants 

between Houston and San Antonio as a condition of approval of the 

-rger, Redland requests that conditions be imposed ensuring that 

Redland and any other similarly situated shippers continue to 

have efficient, low-cost, single-line service to satisfy their 

transportation .->eeds. 

BackqrniinH 

Redland produces crushed stone and other stone products fro-

various locations in the United states. I t s principal facUity 

ih Texas is a U„estone quarry at Bectaann, Texas, approximately 

15 Biles northwest of San Antonio. Redland's „ain offices are 

also located at BecR„an„. Redland shipped 46,802 carloads of 

crushed stone to Texas Gulf coast markets in 1995 via SP and 

expects to ship more than 57,000 carloads in 1996. These volumes 

™aKe Redland SP.s largest customer in the Southwest region, and 

one Of the largest customers in the entire SP system, virtually 

a n Of this traffic moves on the SP line betw.an San Antonio and 

Houston. 

Redland is entirely cependent on r a i l transportation to 

transport .̂ ts product from BecKmann to it s customers in Houston 

and other . . I f coast locations. The BeCmann quarry is located 

hear the end of a 17-.ile SP branch line that runs southeast to 

san Antonio where i t connects with the main east-west SP line 

between Houston and El P;^C:O xr 
n and El Paso. For many years SP has transported 
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Redland's stone to d i s t r i b u t i o n points i n and around Housron t h a t 

• are located on SP l i n e s . The stone i s stockpiled there and 

d i s t r i b u t e d t o customers by truck. This r a i l t r a n s p o r t a t i o n has 

been performed under long term contracts with SP u t i l i z i n g a 

dedicated f l e e t of approximately 1,000 cars. This s i n g l e - l i n e 

service generally has been e f f i c i e n t . 

Redland's Objections 

Several p a r t i e s i n t h i s proceeding have f i l e d comments 

taking the p o s i t i o n t h a t the proposed UP/SP merger should be 

denied unless i t i s conditioned on the d i v e s t i t u r e t o t h i r d 

p a r t i e s of various SP l i n e s , including the SP l i n e between 

Houston and San Ante i i o . For Redland, however, the remedy of 

d i v e s t i t u r e would seriously worsen the q u a l i t y and e f f i c i e n c y of 

the r a i l service i t now enjoys. No party has sought d i v e s t i t u r e 

of the branch l i n e serving Beckmann. Furthermore, although the 

exact scope of the requested d i v e s t i t u r e s i s not clear, they 

would not appear to include a l l of the SP l i n e s i n and around 

Houston on which Redland's d i s t r i b u t i o n points are located. 

Accordingly, i f the requested d i v e s t i t u r e were t o occur, 

Redland would lose the e f f i c i e n t s i n g l e - l i n e service i t now 

enjoys and would obtain i n i t s place two-line service t h a t would 

require at least one interchange between r a i l r o a d s at San Antonio 

and possibly another m Houston. Such two l i n e service — 

possibly r e q u i r i n g two interchanges b-cween c a r r i e r s -- would add 

s u b s t a n t i a l l y t o Redland's costs, t r a n s i t times, and general 
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administrative burdens related to the t r a n s p o r t a t i o n . 

Furthermore, Redland believes i t would not be able t o r e a d i l y 

obtain the equipment necessary to f i l l our contractual 

requirements t o our customers as i t would take years t o assemble 

a f l e e t of cars comporable to the one SP c u r r e n t l y provides. 

Redland, therefore, strongly opposes any such 

divest iture.-2./ D i v e s t i t u r e of l i n e s i s an m̂e remedy that 

the Board and i t s predecessor, the I n t e r s t a t e . ommerce 

Commission, has never required as a condition of a r a i l merger. 

Such an extreme and unprecedented remedy c e r t a i n l y cannot be 

j u s t i f i e d i f i t r e s u l t s i n a substantia.! worsening of the r a i l 

service previously provided t o shippers or i n increases i n 

shippers' costs. 

I f the Board were t o conclude th a t d i v e s t i t u r e of one of the 

Applicants' l i n e s between Houston and San Antonio i s a necessary 

condition t o remedy anticompetitive e f f e c t s of the merger — or 

imposes any other condition t h a t would adversely a f f e c t the r a i l 

service provided to shippers over these l i n e s — i t should impose 

conditions t o ensure t h a t Redland and other s i m i l a r l y s i t u a t e d 

shippers continue t o have the s i n g l e - l i n e service, the car supply 

2 j 
- Redland has not f i l e d any previous appearance or submission 
i n t . i i s proceeding because the p o s s i b i l i t y of d i v e s t i t u r e as a 
proposed remedy f o r anticompetitive e f f e c t s was not raised u n t i l 
various comments were f i l e d on March 29, 1996. 

I f . the requested d i v e s t i t u r e s occurred, a merged UPSP could 
f l l l ^ V " ^ ^ ^ ^ Redland's t r a f f i c i n s i n g l e - l i n e service from 
the Beckmann o r i g i n t o destinations i n Houston, but any such 
routings would be so s i g n i f i c a n t l y i n f e r i o r to the current SP 
routings as to be i m p r a c t i c a l . current bi' 
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and the tr a n s p o r t a t i o n contracts th a t they now enjoy. 

• S p e c i f i c a l l y , to preserve present service l e v e l s , tho Board 

Should provide t h a t the Applicants r e t a i n trackage r i g h t s over 

the divested l i n e s without any increase above t h e i r current costs 

of operations and maintenance. 

Respectf submitted, 

Kenneth B. Reisenfeld ~ 
Haynes and Boone, LLP 
Suite 825 
1225 Eye St., N.W. 
Washington D.C. 20005 
202-414-1900 

Attorney f o r Redland Stone Products 
Company 

A p r i l 29, 19?. 6 
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CERTIFICATE OF SERVICE 
» 

I hereby c e r t i f y t h a t I have caused t o be served the 

foregoing RD-l, Responses of Redland Stone Products Compdny t o 

Comments Seekirg D i v e s t i t u r e of Southern P a c i f i c Lines between 

San Antonio and Houston, Texas, by hand de l i v e r y upon the 

f o l l o w i n g persons: 

Arvid E. Roach I I 
J. Michael Hemmer 
Michael L. Rosenthal 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
Washington, D.C. 20044-7566 

Paul A. Cunningham 
Richard B. Herzog 
James M. Guinivan 
Harkins, Cunningham 
Suite 600 
1300 Nineteenth Street, N.W. 
Washingtuii, D.C. 20036 

I have also caused t o be served by f i r s t - c l a s s m ail, postage pre­

paid, the Honorable Judge Nelson and a l l persons on the o f f i c i a l 

service l i s t i n t h i s proceeding. 

Kenneth B. Reisenfela^ 
Haynes and Boone, LLP 
Suite 825 
1225 Eye St., N.W. 
Washington D.C. 20005 
202-414-1900 

Attorney f o r Redland Stone 
Products Company 

A p r i l 2^, 1996 
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Apnl 29, 1996 
TOrrER s DIRECT OLM NUMBER 

(202) 342-6791 

Re: Finance Docket No. 32760, I'nion Pacific Corporation, et al. 
-- Control and .Merger - .Sniirhp-n FaciHc f orpnratmn, ŷ  1̂, 

Dear Secretary Williams: 

Enclosed please find the onginal and twenty copies ofthe Comments of Arizona Chemical 
Company in the above referenced matter These comments are being ser\'ed upon all panies of record 
m this proceeding Also enclosed is an additional copy to be date-stamped and returned to us 

Please feel free to contact us with any questions. 

Encio; 

lAî m i! 
Oftfc* of 1̂ 9 S#c'«tary 
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Very truly yours, 

ohn F C Luedke 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFiC RAILROAD COMPANY 
AND MISSOLTU 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 

COMMENTS OF 
ARIZONA CHEMICAL COMPANY 

In accordance with the goveming procedural order in this matter, Arizona Chemical Compan> 

hereby submits its comments on the proposed settlement agreement rea'-hed between the Chemical 

Manufacturers' Association ("CMA") and the Applicantŝ  in this proceeding Arizona Chemical 

Company is a member of CMA, and has been participating m this proceeding through that 

memoership Ari '.ona Chemical Company adopts the comments filed by Cf'AA on March 29, 1996 

as its own.* 

^ "Applicants" refers collectively to Union Pacific Corporation, Union Pacific Railroad 
Company, Missouri Pacific Railroad Company, Southem Pacific Rail Corporation, Southem Pacific 
Transportation Company, St, Louis Southwestern Railway Company, SPCSL Corp, and the Den\er 
and Rio Grande Western Railroad Company 

* Arizona Chemical Company believes that it does not need to separately intervene due to its 
participation in t̂ 's proceeding through its membership in CMA. To the exteat any formal 
procedures are deemed necessary, Arizona Chemical Company hereby requests a waiver of those 
requirements. 



My name is Thomas S. Brzowski, and I am the Manager Transportation and Distribution at 

Arizona Chemical Company, I hereby certify that I am qualified and authorized to submit these 

comments on behalf of the Anzona Chemical Company. 

CMA, Burlington Northem Railroad Company and the Atchison, Topeka and Santa Fe 

Railway Company ("BNSF") and Applicants have entered into a Settlement Agreement ("the CMA 

Settlement"), S££ UP/SP-219, filed April 19, 1996, purportedly to resolve the problems and concems 

about the merger raised by CMA in their comments on March 29, 1996. 5££ Attachment 1 to CMA-

7, filed March 29, 1996. While the CMA Settlement does address some of the issues raised by CMA, 

and is therefore indicative of the possibility of resolving these issues, it fails to address others, and 

therefore is not a sufficient solution to the anti-competitive problems raised by CMA in its comments. 

Arizona Chemical Company operates a chemical plant in Springhill, Louisiana. This facility 

is served exclusively by KCS, which must interchange with other railroads for much of our outbound 

traffic. For traffic moving to Houston, Mexico, and the Westem United States, KCS connects with 

both UT and SP at Shreveport for beyond movement. Arizona Chemical Company presently has 

annual contracts in place with both UP and SP, and these contracts are awarded to these carriers 

based on the price and service options they provide. If the merger is approved, however, Arizona 

Chemical Company will lose this important price and service competition. Hence, it is a so-called "2-

to-l" shipper, due to the Shreveport interchange, but Arizona Chemical Company will, in no way, 

benefit from the BNSF or CMA Settlement agreements. 

Nonetheless, the CMA Settlement is a constructive start to resolving the anti-corapetitive 

effects ofthe proposed merger, but only a start. For example, the CMA settlement will resolve the 

traffic-flow directional problem CMA referred to in its comments, which is useful The CMA 
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I settlement will also nxiuce the reciprocal switching charges, which is another useful benefit for 

shippers. 

Despite these benefits, however, the CMA settlement £uls to resolve basic concems of CMA 

raised in its March 29 conunents. We therefore adhere to those comments as the position of Arizona 

Chemical Company on the proposed merger. 

Respectftilly submitted. 

DATE: April 29,1996 

Thomas S Brzows&i 
Maimer Transportation and Distribution 
Arizona Chemical Company 

3 -
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CERTIFICATE OF SERVICE 

I , John F C. Luedke, do hrreby certify that a copy of the foregoing Comments of Arizona 
Chemical Company was served v>a first class mail, postage prepaid, upon all parties of record in 
Finance Docket 32760, Addition illy, a copy of the foregoing was served, via facsimile, upon: 

Arvid E. Roach I i 
Covington & Burling 
1211 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D C. 20044 
(Fax) 202-778-5388 

Paul A. Cunningham 
Harkins Cunningham 
1300 Nineteenth Street, N W. 
Washington, D C 20036 
(Fax) 202-973-7610 
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