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• Two crossovers are planned from the SP Al g i e r s oranch 
' to a UP storage track, and thence to the Ul A l j i e r s 
', \ running track. This w i l l permit d i r e c t acce.:,s f o r 

BN/Santa Fe movements between the Westwego Intermodal 
Ramp and the BN/Santa Fe Yard. Figure 8 3hows the 

t proposed trackage. 

b. Sealy, TX. A new connection w i l l be b u i l t between 

BN/Santa Fe trackage toward Houston and UP/SP's main track toward 

S m i t h v i l l e . This connection, estimated to cost $600,000, w i l l 

allow d i r e c t movement of BN/Santa Fe Kerr u n i t aggregate t r a i n s 

and manifest t r a i n s between Houston and S m i t h v i l l e . The 

^ connection w i l l be a crossover from. Austin County owned trackage 

to the UF/SP main track. The connection i s shown i n Figure 9. 

Construction i s planned t c s t a r t the f i r s t week of October 1996. 

c. West Memphis, AR. A connection w i l l be reestablished 

i n the southwe i t quadrant of. the BN/Santa Fe-UP/SF crossing at 

Bridge Jet., AR (see Figure 10). This connection, estimated to 

cost $1.8 m i l l i o n , i s re c e i v i n g f i r s t p r i o r i t y . Preliminary work 

b'.gan September 16, 1996, and completion i s expected p r i o r t o 

i . i i t i a l d i r e c t t r a i n service on December 16. 

d. Robstown. A new connection to enable d i r e c t Houston-

Laredo t r a i n movements was submitted as part of BN/Santa Fe's 

o r i g i n a l service d e s c r i p t i o n . The same, cr s i m i l a r , connection 

was projected by Texas Mexican's Operating Plan. BN/Santa Fe 

does not plan t o b u i l d t h i s connection as part of i t s Operating 

Plan. I f Tex Mex plans f o r such a connection go forward, 

BN/Santa Fe would a n t i c i p a t e entering i n t o n e g o t i a t i o n w i t h Tex 

Mex f o r mutually s a t i s f a c t o r y operating arrangements. 
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B. CENTRAL REGION 

1. Denver-Stockton/Richmond. This c o r r i d o r and i t s t r a i n 

crew d i s t r i c t s are depicted by Figures 11 and 12. 

a. Through Train Service. BN/Santa Fe w i l l begin t o serve 

t h i s c o r r i d o r w i t h two d a i l y t r a i n s , one i n each d i r e c t i o n , which 

w i l l be mixed manifest/intermcdal t r a i n s . As t r a f f i c volumes 

increase, BN/Santa Fe w i l l increase the number of through t r a i n s 

that operate over the Central Corridor. BN/Santa Fe also w i l l 

run a d d i t i o n a l g r a i n t r a i n s as needed as i s f u r t h e r described -n 

the V e r i f i e d Statement of Richard W. Brown. 

* Trains M-STODEN and M-DENSTO w i l l operate between 
Stockton and Denver s t a r t i n g on c r about October 10, 
1996. These t r a i n s w i l l carrv manifest, automotive and 
intermodal t r a f f i c using UP's route west of Winnemucca, 
NV v i a Pcrtola, CA and Kaddie. Both w i l l set out and 
pick up i n Pcrtola, Elko, NV and Salt Lake City. UP/SP 
crews w i l l operate the t r a i n s f o r a period of up to one 
year between Denver and Salt Lake City, and u n t i l 
f u r t h e r notice between Salt Lake C i t y and 
Stockton/Richmcnd. 

* Unit coal t r a i n s from the Utah Railway w i l l be operated 
as needed i n e i t h e r d i r e c t i o n from Grand Junction, CO 
and Prove, UT. 

Sciiedule o u t l i n e s f o r the above t r a i n s are contained i n the 

Operating Plan Appenaix. 

b. Local Train Service. 

* UP/SP w i l l provide l o c a l ser\ » f o r BN/Santa Fe to and 
from 2 t o 1 stat i o n s i n Nevada. BN/Santa Fe through 
t r a i n s w i l l set out and pick up t h i s t r a f f i c i n Elko 
and Pcrtola. 

* UP/Ŝ "̂ ' . ' . ' i l l provide l o c a l service f o r BN/Santa Fe t o and 
from Reno, NV. BN/Santa Fe thrcugh t r a i n s w i l l set out 
and pick up t h i s t r a f f i c i n Elko and Stockton. 
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• UP/SP w i l l provide l o c a l service f o r BN/Santa Fe to and 
I ) from s t a t i o n s i n the Ogden/Salt Lake City/Prove 

•̂1 c o r r i d o r . BN/Santa Fe through t r a i n s w i l l set cut and 
:-| pick up t h i s t r a f f i c i n Salt Lake City. 

c. Yard Operation. 

• Denver. Trains w i l l o r i g i n a t e and terminate at 
BN/Santa Fe's e x i s t i n g Denver Yard. This yard w i l l 

., block westbound t r a f f i c f o r set out by M-DENSTO and 
^ w i l l c l a s s i f y t r a f f i c a r r i v i n g cn M-STODEN f o r a l l 

connections. 

I • Prove/Grand Junction/Helper. Utah Railway interchange 
w i i : be handled by BN/Santa Fe road crews. 

•J • .gait Lake Ci t v . UP/SP w i l l switch LN/Sant^ Fe t r a f f i c 
• at Salt Lake City. This includes intermodal t r a f f i c 

which BN/Santa Fe w i l l serve from current SP Roper Yard 
f a c i l i t i e s . UP/SP w i l l handle BN/Santa Fe l o c a l 
t r a f f i c t o and from the Greater Salt Lake C i t y 
c o r r i d o r , i n c l u d i n g interchange t r a f f i c , using SP's 
Roper Yard f o r gathering and d i s t r i b u t i o n . 

•' • Sacramento. UP/SP w i l l switch BN/Santa Fe t r a f f i c i n 
the Sacramento area. BN/Santa Fe through t r a i n s w i l l 

r > set cut and pick up at The UP South Sacramento Yard. 

• Stockton. BN/Santa Fe t r a i n s w i l l use ths e x i s t i n g 
BN/Santa Fe Mormon Yard. Train M-STODEN w i l l be 

- j ' blocked from Stockton f o r through movement to Denver. 

• Richmond. BN/Santa Fe t r a i n s w i l l use the e x i s t i n g 
j BN/Santa Fe Yard. Central Corridor manifest t r a f f i c 
!_ - w i l l move on e x i s t i n g t r a i n s t c Stockton f o r placement 

on Denver t r a i n s . Richmond Yard w i l l o r i g i n a t e a 
1 BN/Santa Fe l o c a l hauling t r a f f i c f c r the Oakland-San 

Jose c o r r i d o r . 

... 2. Bieber-Stockton/Richmond. This c o r r i d o r and i t s t r a i n 

crew d i s t r i c t s are depicted by Figure 13. 

a. Through Train Service. BN/Santa Fe w i l l serve t h i s 

c o r r i d o r w i t h cne d a i l y through t r a i n , i n each d i r e c t i o n . 

. i * Trains M-KLABAR and M-BARKLA w i l l operate between 
Bal stow, CA and Klamath I f a l l s , OR. The st a r t - u p date 
i s planned f o r no l a t e r than December 16, 1996. 

i Richmond and San Joaquin Valley connections w i l l be 
' made at Stockton. At Klamath F a l l s , Pascc, WA and 

tf 
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n 
Vancouver, WA, blocked t r a f f i c w i l l also move on 
connections. 

• ) 
1 

As t r a f f i c volumes grew, BN/Santa Fe w i l l introduce new 

service to t h i s c o r r i d o r . Schedule out l i n e s f c r the above t r a i n s 

are contained i n the Operating Plan Appendix. 

b. Local Train Service. 

* BN/Santa Fe thrcugh t r a i n s w i l l provide l o c a l service 
cn the . ieber to Keddie segment acquired by BN/Santa 
Fe. There i s no l o c a l service t c be performed on the 
trackage r i g h t s segment between Stockton and Keddie. 

C. Yard Operation. 

* Klamath F a l l s . Trains w i l l o r i g i n a t e and terminate at 
BN/Santa Fe's e x i s t i n g Klamath F a l l s Yard. This yard 
w i l l block southbound t r a f f i c f o r M-KLABAR and w i l l 
c l a s s i f y t r a f f i c a r r i v i n g cn M-BARKLA f o r continuing 
northward movement. North of Klamath F a l l s , Seattle-
Portland t r a f f i c w i l l be handled on e x i s t i n g t r a i n s 
681-682, and Pasco-Spokane t r a f f i c w i l l move on traj.ns 
671-672. 

* Sacramento. UP/SP w i l l switch BN/Santa Fe t r a f f i c i n 
the Sacramento area. BN/Santa Fe through t r a i n s w i l l 
set out and pick up the UP South Sacramento Yard. 

* Stockton. BN/Santa Fe t r a i n s w i l l use the e x i s t i n g 
BN/Santa Fe Mormon Yard. Train M-BARKLA w i l l be f i l l e d 
and blocked from Stockton f o r through movement t o 
Klamath F a l l s . 

* Richmond. BN/Santa Fe t r a i n s w i l l use the e x i s t i n g 
BN/Santa Fe Yard. 1-5 Corridor manifest t r a f f i c w i l l 
move cn e x i s t i n g t r a i n s t c Stockton f o r placement cn 
Klamath F a l l s t r a i n s . 

3. Northern C a l i f o r n i a Local. BN/Santa Fe w i l l operate a d a i l y 

l o c a l t r a i n between Richmond and Warm Springs, CA. T r a f f i c south 

of Warm Springs ( M i l p i t a s , CA and San Jose, CA) w i l l be switched 

f o r BN/Santa Fe by UP/SP wi t h interchange i n the Warm Springs 
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area. The loc a l ' s schedule appears i n the Appendix as t r a i n L-

RICWAR. 

T r a f f i c f c r 2 - t c - l customers at TurloCw w i l l be handled by 

BN/Santa Fe to Empire, CA f o r interchange t c the Modesto & Empire 

Traction Railroad. 

4. Los Angeles Basin. BN/Santa Fe w i l l operate a weekday l o c a l 

between i t s San Bernardino, CA Yard and Ontario, CA to serve new 

in d u s t r i e s . The lo c a l ' s schedule appears i n the Appendix as 

t r a i n L-SANONT. 

T r a f f i c f o r Scuthgate/Patata w i l l be switched by UP/SP on a 

rec i p r o c a l basis. The same i s true f o r most LaHabra branch 

t r a f f i c . Interchange w i l l be at BN/Santa Fe's Los Anacies Hobart 

Yard. Some LaHabra branch t r a f f i c may be served d i r e c t l y by 

e x i s t i n g BN/Santa Fe local s based i n Pico Rivera, CA, dependent 

upon volume and actual d e s t i n a t i o n . 

5. Two-to-One Stations Not on Trackage Rights. UP/SP w i l l 

provide haulage/switching service f o r BN/Santa Fe t r a f f i c at 2-

to-1 s t a t i o n s not on trackage r i g h t s i n the Central Region. 

Interchange w i l l occur at locations providing the most e f f i c i e n t 

connection, generally the nearest interchange t c the 2 - t c - l 

s t a t i o n . 

6. Other Operations. 

a. Crew D i s t r i c t s and Personnel. BN/Santa Fe w i l l operate 

the Central Region using the f o l l o w i n g home terminal l o c a t i o n s . 

The number of employees required t o operate new t r a i n and engine 

service, i n c l u d i n g extra board employees, i s estimated f c r each 
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i ^ l o c a t i o n . Denver, Richmond/Stockton and Klamath F a l l s are 

e x i s t i n g BN/Santa Fe terminals. Salt Lake Cit y i s new t c the 

system. 

Home Terminal Train Engi,i 

Denver S g 
Salt Lake C i t y 5 5 
Klamath F a l l s 3 3 
Stocktcn/Richmond9/ 0 0 

Train and engine crew d i s t r i c t s were depicted on the 

c o r r i d o r maps. Figures 11-13. 

b. Blocking Plan. Terminals w i l l make new blocks t o 

implement BNSF's Operating Plan as follows: 

( 1 Denver 

Salt Lake C i t y 
Nevada Shorts 

r C a l i f o r n i a Shorts 
Stockton/Richmond 

: :| Salt Lake C i t y — -
: ! 

Denver 
) Nevada Shorts 

C a l i f o r n i a Shorts 
Stockton/Richmond 

Stockton 

Klamath F a l l s 
Denver 
Salt Lake C i t y 
Nevada Shorts 
C a l i f o r n i a Shorts 

J 
9/ BN/Santa Fe's current t r a i n and engine forces are adequate t o 
handle new Central Corridor t r a i n service. 
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Klamath F a l l s 

n Barstow 
Stockton/Richmcnd 
C a l i f o r n i a Shorts 

Barstow 

Klamath F a l l s 

c. Mechanical Reguirements. 

Locomotive?. K j new f a c i l i t i e s are planned. Road 

^ locomotives w i l l be fueled and serviced at e x i s t i n g BN/Santa Fe 

f a c i l i t i e s at Denver, Stockton/Richmond and Klamath F a l l s . UP/SP 

j' w i l l provide any needed locomotive ser v i c i n g at Salt Lake C i t y 

Koper Yard. 

[• Cars. BN/Santa Fe's e x i s t i n g forces at Richmond/Stockton 

-• and Klamath F a l l s w i l l handle most on-line requirements i n 

C a l i f o r n i a . E x i s t i n g BN/Santa Fe forces w i l l also handle any 

• j , needed r e p a i r s on trackage r i g h t s l i n e s i n the-Denver area. 

UP/SP road truck support w i l l be provided f o r other on-line 

emergency and minor re p a i r s at elsewhere i n the Central Region. 

UP/SP forces w i l l perform necessary 1000 mile inspections i n 

Roper Yard, Salt Lake C i t y . 

d. Interchanges. New interchange locations f o r BN/Santa 

Fe include: 

Grand Junction/Provo Utah Railway 
Salt Lake C i t y G a r f i e l d & Western 
Ogden Utah Central 
Shaf t e r Nevada No: them 
Sacramento Yolo Shortline 

e. A d m i n i s t r a t i v e Functions. The l i n e acquired by 

BN/Santa Fe between Bieber and Keddie w i l l become part of 

-29-



i 

• 1 

BN/Santa Fe's Oregon D i v i s i o n headquartered i n Vancouver, WA. 

The segment w i l l be dispatched frcm Fort Worth. 

BN/Santa Fe operations between Denver and Salt Lake City, 

i n c l u d i n g the Salt Lake C i t y area, w i l l be supervised by o f f i c e r s 

of i t s Colorado D i v i s i o n headc[uartered i n Denver. 

West of Salt Lake C i t y to Stockton/Richmond operations w i l l 

be supervised by BN/Santa Fe's Northern C a l i f o r n i a D i v i s i o n 

headquartered i n Stockton. This includes trackage r i g h t s on both 

former UP and SP l i n e s between Sacramento and Stockton. 

BN/Santa Fe w i l l e s t a b l i s h a supervisory Trainmaster's 

p o s i t i o n at Salt Lake Ci*_y. 

Central Region Customer Service w i l l be assigned t o BN/Santa 

Fe's Customer Service Center i n Topeka. 

BN/Santa Fe's TSS computer system w i l l be i n s t a l l e d on 

Central Region l i n e s . 

f . Equipment. Operating Plan Centra] Region t r a i n 

service, as a self-contained operation, requires 34 locomotive 

u n i t s . BN/Santa Fe expects that 4 cf these u n i t s v M l come from 

e x i s t i n g l o c a l service between Klamath F a l l s and Bieber; and by 

r e t a i n i n g 3 0 locomotives i n i t s e x i s t i n g leased f l e e t , otherwise 

clue f o r r e t u r n during the l a s t quarter of 1996. 

BN/Santa Fe's e x i s t i n g car f l e e t i s adequate f o r ser-vice 

d e t a i l e d herein. Normal course-of-business adjustments w i l l be 

made i n f l e e t size and assignments as business volumes develop on 

i n d i v i d u a l Central Region l i n e segments. 

•30-



) 
7. Capital Reguirements. 

a. Stogktcn. A new connection w i l l be constructed i n the 

northeast quadrant of the UP/SP and BN/Santa Fe r a i l r c a d 

i n t e r s e c t i o n i n Stockton. This w i l l permit d i r e c t movement of 

t r a i n s between trackage r i g h t s north of Stockton and BN/Santa 

Fe's trackage, t o i t s Mormon Yard at Stockton and continuing 

eastward toward Barstow. Final engineering f c r t h i s connection 

i s dependent upon d e t a i l e d UP/SP planning f o r route consolidation 

i n the c i t y c f Stockton, but, w i l l be hign on BN/Santa Fe's 

p r i o r i t y l i s t . The cCiinecticn i s estimated t c cost $1.0 m i l l i o n . 

Figure 14 shows the construction as now plc.nned. U n t i l che 

connection i s constructed, BN/Santa Fe t r a i n s w i l l use an 

e x i s t i n g connection i n the southeast quadrant. 

b. Richmond. A connection w i l l be reestablished between 

UP/SP and BN/Santa Fe main tracks east cf the present grade 

separated intersection in Richmond. However, construction of 

this connection w i l l be deferred until such time as direct train 

service, requiring access to Richmond Yard, begins on UP/SP's 

Cal-P route west of Sacramento. No construction i s needed to 

implement Richmond-Warm Springs local service. 
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APPENDIX -- THROUGH TRAIN SCHEDULES 



1 Train Sch ID A l t 
M HOUNEOl A 1 
M HOIiEl A 1 

Days ot Operation 
MO TU WE TH FR SA SU 
Service Type M 

***** Train System 
- TSP Train Schedule -

Orig i n Destination 
HOUSTON TO NEW ORLEANS 

Station 
Arr 

St TZ Day Time 
Dpt 
Time 

HOUSTON TX CT 1 ORIG 
BEAUMONT TX 1 0900 
LAFAYETTE LA 1 1700 
AVONDALE LA 2 0045 
NEW ORLEA LA 2 0245 

C F I 
R U N Max Yard 
E E S HPT Time 
W L P 
y N N 1.7 

1.7 
1.7 

Road 
Time 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update C9/16/96 

Cumul Max Max Max 
Time Cars Wyht Lgth 

0600 
0930 N N N 
1900 Y N N 
0115 N N N 1.7 
DEST Y N N 1.7 

OescriiDtion: 
HOUSTON TO NEW ORLEANS-CSXT MANIFEST TRAIN 

Total Run Time 20 hours 45 mins 
• End of Data ••••• 

9000 8000 
9000 8000 
9000 8000 
9000 8000 
9000 8000 

- TSP Train Block Information -

Train Sch ID A l t - Blockino A l t 1 
M HOUNEOl A 1 

Seq Trn SO 
Station Numb W Blk Stn Description 

HOUSTON 10 F BEAUM BEAUM 
20 F LAFAY LAFAY 
30 F AVOND LAFAY 
40 F NEWOC NEWOC 

BEAUMONT 10 T LAFAY LAFAY 
20 T AVOND AVOND 
30 T NEWOC NEWOC 

LAFAYETTE 10 F NEWOC NEWOC 

AVONDALE 10 T NEWOC NEWOC 

BEAUMONT MANIFEST (INCLUDES ORANGE, LAKE CHARLES) 
LAFAYETTE MANIFEST 
AVONDALE MANIFEST (CONNECTS TO TEMNEO) 
NEW ORLEANS CSXT MANIFEST 

LAFAYETTE MANIFEST 
AVONDALE MANIFEST ICONNECTTS TO TEMNEO) 
NEW ORLEANS CSXT M>J*IFEST 

NcW ORLEANS CSXT MANIFEST 

NEW ORLEANS CSXT MANIFEST -



n 
n 
n 

Train Sch ID 
M NEOHOUl A 
M NEHOl A 

A l t 
1 
1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

** Train System 
TSP Train Schedul* 

O r i g i n Destination 
NEW ORLEANS TO 'iOUSTON 

Station 
Arr 

St TZ Day Tima 
Opt 
Time 

C F I 
R U N Max Yard 

HPT Time 

NEW ORLEA LA CT 1 ORIG 
AVONDALE LA 1 1730 
LAFAYETTE LA 2 2345 
BEAUMONT TX 3 1330 
HOUSTON TX 2 1730 

1.7 

E E S 
W L P 
Y N N 
N N N 1.7 
Y N N 1.7 

M30 N N N 1.7 
DEST Y N N 1.7 

Road 
Time 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

Cumul Max Max Max 
Time Cars Wght Lgth 

1600 
1800 
0630 

9000 8000 
9000 8000 
9000 8000 
9000 8000 
9000 8000 

Description: 
NEW ORLEANS (FROM CSXT) TO HOUSTON MANIFEST TRAIN. CLASSIFY AT LAFAYETTE. 

Total Run Time 25 hours 30 mins 
* End of Data ••••• 

f:?. 

- TSP Train Block Information -

Train Sch ID A l t - Blocking A l t 1 
M AVOHOUl A 1 

Seq Tm SO 

^ " i ^ ^ . ^ . l ^ . . f ^ " ; . . Description 

NEW ORLEA 10 F LAFAY LAFAY LAFAYETTE AND BEYOND MANIFEST 

LAFAYETTE 10 F HOUST HOUST HOUSTON MANIFEST 

BEAUMONT 10 F HOUST HOUST HOUSTON MANIFEST 



n 

Train Sch ID A l t 
M TEMNEOl A 1 
M TENEl A 1 

Days of Cperation 
MO TU WE TH FR SA SU 
Service Type M 

'***• Train System ••• 
- TSP Train Schedule 

O r i g i n '"estinatlon 
TEMPLE TO KJrl ORLEANS 

Station 
Arr 

St TZ Day Time 
Dpt 
Time 

TX 
TEMPLE 
BEAUMONT 
LAFAYETTE LA 
AVONDALE LA 
NEW ORELE LA 

TX CT 1 ORIG 
0400 
1500 
0445 
0715 

1700 
0800 
2200 

F I 
U N Max Yard 
E S HPT Time 
L P 
N N 1.7 
N N 1.0 
N N 1.0 

Road 
Time 

Kf f e c t l v • 20 1997 
Expiration XX/XX/XX 
Last Ui.x]ate 09/16/96 

Cumul Max Max Kax 
Time Cars Wght Lgth 

0545 N N N 1.0 
DEST Y N N 1.0 

9000 8000 
9000 8000 
9000 8000 
9000 8000 
9000 8000 

DescrlptloT: 
TEMPLE TO SEW ORLEANS MANIFEST TRAIN. CLASSIFY AT LAFAYETTE. 

Total Run Time 38 hours IS mins 
• End of Data •••«• 

- TSP Train Block Information 

Train Sch ID A l t - Blocking A l t 1 
M TEMAVOl A 1 

Seq Trn SO 
Station Numb W Blk Stn Description 

i 

TEMPLE :o F BEAUM BEAUM BEAUMONT MANIFEST 
20 F LAFAY LAPAY LAFAYETTE MANI-"ST 

F AVOND AVONt) AVONDALE MANIFEST 
<0 F NEWOC LAFAY NEW ORLEANS CSXT MANIFEST 

BEAUMONT .0 F LAFAY LAFAY LAFAYETfE MANIFEST 
20 F AVOND AVOND AVONDALE MANIFEST 
30 F NEWOC LAFAY NEW ORLEANS CSXT MANIFEST 

LAFAYETTE :o F AVOND AVOND AVONDALE MANIFEST 
20 F NEOPB NEOPB NEW ORLÊ JJS PORT MANIFEST 
30 F NEOIC NEOIC NEW ORLEANS ICG MANIFEST 
40 F NEOKC NEOKC NEW ORLEANS KCS MANIFEST 
50 F NEONS NEONS NEW ORLEANS NS MANIFEST 

AVOMIALE 10 T NEOPB NEOPB NEW ORLEANS PORT MANIFEST 

;o T NEOIC NEOIC NEW ORLEANS ICC. MANIFEST 
7 0 T NEOKC NEOKi: NEW ORLEANS KCS MANIFEST 
40 T NEONS NEONn NEW ORLEANS NS MANIFEST 

i 

[r 



••> 

Train Sch I D A l t 
Q AVOLOSl A 1 
Q AVLAl A 1 

Da/s of Operation 
MO Z .: WE TH FR SA SU 
Service Type Q 

Arr 
Station St TZ Day Time 

AVONDALE LA CT 1 ORIG 
LAFAYETTE LA 1 1130 
SILSBEE TX 1 1730 
TEMPLE TX 2 0145 
SWEETWATE TX 2 1200 
SLATON TX 2 1500 
CLOVIS NM MT 2 1645 
BELEN NM 3 0045 
WlhSLOW AZ 3 0845 
NEFDLES Cf. PT 3 1515 
BARSTOW CA 3 2000 
LOS ANGEL CA 4 0300 

**** Train System *•• 
- TSP Train Schedule 

Or i g i n Destination 
AVONDALE TO LOS ANGELES 

Dpt 
Time 

0700 
1145 
1745 
0315 
1215 
1515 
lais 
0200 
0900 
1530 
2130 
DEST 

C 
R 
E 
W 
y 
Y 
y 
Y 
Y 
y 
y 
y 
Y 
y 
y 
y N N 

p I 
U N Kax Yird 
E S HPT Time 
L P 
N N 3.0 
N N 3.0 
N N 3.0 
N N 3.0 
K N 3.0 
W N 3.0 

3.0 
3.0 
3.0 

Road 
Time 

Effective 3Q 1997 
Expiration XX/XX/XX 
Last Update 09/16/96 

Cumul Max Max Max 
Time Cars Wght Lgth 

N N 
Y y 
N N 
N N 3.0 
N N 3.0 

3.0 

6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 

7500 
7500 
V500 
7500 
7500 
7500 
7500 
7500 
7500 
7500 
7500 
7500 

Description: 
AVONDALE TO LOS ANGELES INTERMODAL TRAIN 

T o t a l Run Time 70 hours 00 mins 
• End of Data 

- TSP Train Block Information -

Train Sch ID A l t - Blocking A l t 1 
Q AVOLOSl A 1 

Seq Tm SO 

1 . 1 ] . ^ . . f ^ L . Description 

AVONDALE 10 F LOSAN LOSAN LOS ANGELES INTERMODAL 
20 F SANBE SANBE SAN BERNADINO INTERMODAL 

CLOVIS 10 F LOSAN LOSAN LOS ANGELES INTERMODAL 

: I 



n 

Train Sch ID A l t 
M NEOTEMl A 1 
M NETEl A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

**• Train System ••• 
TSP Train Schedule 

O r i g i n D e s t i n a t l n 
NEW ORLEANS T*̂  TEMPLE 

Station 
Arr Dpt 

Sc TZ Day Time Time 

NEW ORLEA LA CT 1 
AVONDALE LA CT 1 
LAFAYETTE LA 1 
BEAUMONT TX 1 
TEMPLE TX 2 

ORIG . 630 

C F I 
R U N Max Yard 
E E S HPT Time 
W L P ---
y N N 1.0 

Road 
Time 

Effective 2Q 1997 
Expiration XX/XX/XX 
Last Update 09/16/96 

Cumul 
Time 

Max Max 
Cars Wght 

Max 
Lgth 

1800 1900 N N N 1.0 
0045 0 '30 Y N N 1.0 
1430 15.̂ 0 Y N N 1.7 
0230 DBS'' y N N 1.7 

9000 
9000 
9000 
9000 
9000 

eooo 
8000 
8000 
80CO 
8000 

Description: 
NEW ORLEANS TO TEMPLE MANIFEST TRAi:' CLASSIFY AT LAFAYETTE. 

Total Run Time 34 hours 00 mins 
' End of Data «•••• 

, 1 

- TSP Train Block Infonnation -

Train Sch ID A l t - Blocking A l t 1 
M NEOTEMl A 1 

Ceq Tin SO 
Station Numb w Bik_ Stn Description 

NEW ORLEA 10 F LAFAY LAFAY LAFAYETTE AND BEYOND MANIFEST 

AVONDALE 10 F LAFAY LAFAY LAFAYETTE AND BEYOND MANIFEST 

LAFAYETTE 10 F BEAUM BEAUM PEAUMOOT MANIFEST 
20 F TEMPL TEMPL TEMPLE MANIFEST 

BEAUMONT 10 F TEMPL TEMPL TEMPLE MANIFEST 

J 



Train Sch ID A l t 
Q LOSAVOl A 1 
Q LAAVl A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type Q 

***** Train System •*• 
- TSP Train Schedule 

O r i g i n Destination 
LOS ANGELES TO AVONDALE 

Road 
Time 

C F I 

S t a t i o n 
Arr Dpt R U N Xax 

Stat i o n SC TZ Day Time Time E B S HPT 

LOS ANGEL CA PT 1 ORIG 2100 W 
Y 

L 
N 

p 
N 3.0 

BARSTOW CA 2 0230 0400 ** N N 3.0 
NEEDLES CA 2 0830 0845 y N N 3.0 
WINSLOW AZ MT 2 1700 1715 y N N 3.0 
BELEN NM 3 0001 0115 y y y 3.0 
CLOVIS NM 3 0745 0915 y N N 3.0 
SLATON TX CT 3 1245 1300 y N N 3.0 
SWEETWATE TX 3 1545 1600 Y N N 3.0 
TEMPLE TX 4 0045 0215 y y y 3.0 
SILSBEE TX 4 1015 1030 y N N 3.0 
LAFAYETTE LA 4 1615 1630 y N N 3.0 
AVONDALE LA 4 2100 DEST y N N 3.0 

Effective 3Q 1997 
Expiration XX/XX/XX 
Last Update 09/16/96 

Cumul Max Max Kax 
Time Cars Wght Lgth 

6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 
6000 

eooo 

7500 
7500 
7500 
7500 
750C 
7500 
7500 
7500 
7500 
7500 
7500 
7500 

Description: 
LOS ANGELES TO AVONDALE INTERMODAL TRAIN 

Tot a l Run Time 70 hours OJ 
* End of Data 

Train Sen ID A l t 
0 LOSAVOl A 1 

Seq Tm SO 
Station Numb W Blk Stn 

- TSP Train Block Information -

Blocking A l t 1 

Description 

3 

LOS ANGEL 10 F A.VONT AVONT AVONDALE INTERMODAL 

CLOVIS 10 F AVONT AVONT AVONDALE INTERMODAL 



rr 

Train Sch ID A l t 
L BEALKCl A 1 
L BALKl A 1 

Days of Operation 
MO TU WE TH FR SA 
Service Type L 

SU 

** Train System •*•• 
TSP Tr a i n Schedule 

O r i g i n Destination 
BEAUMONT-LK. CHARLES-BEAU'IONT 

C F I 

S tation 
Arr Dpt R U N Max Yard 

Station St TZ Day Time Time E 
W 

E 
L 
S 
P 

HPT Time 

BEAfMCNT TX CT 1 ORIG 1100 Y N N 1.0 
ORANOE TX 1 1300 1400 N N N 1.0 
LAKE CHAR LA 1 1600 1700 N N N 1.0 
ORANGE TX 1 1900 2000 N N N 1.0 
BEAUMONT TX 1 2200 DEST Y N N 1.0 

Road 
Time 

Cumul 
Time 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

Max Max Max 
Cars Wght Lgth 

Description: 
BEAUMONT TO LAKE CHARLES AND RETURN LOCAL TRAIN 

Total Run Time 11 hours 00 mins 
• End of Data 

9000 8000 
9000 8000 
9000 8000 
9000 8000 
9000 8000 

TSP Tr a i n Block Information -

Train Sch ID A l t - Blocking A l t 1 
L BEALKCl A 1 

Seq Trn SO 
Station Numb W Blk Stn Description 

BEAUMONT 10 F LOCAL 

'^i'E CHAR 10 F LOCAL 

BEAUMONT - LAKE CHARLES SHORTS 

LAKE CHARLES - BEAUMONT SHORTS 

yJ 
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Train Sch ID A l t 
L HOUSJOl A 1 
L HOSJl A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type L 

* Tr a i n System ••* 
- TSP Train ScJiedule 

O r i g i n Destination 
HOUSTON-SJOLANDER -HOUSTON 

C F I 
Arr Dpt R U N Max Yard Road Cumul 

Station St T2 Day Time Time E 
W 
E 
L 
S 
P 
HPT Time Time Time 

HOUSTON TX CT 1 ORIG 0315 Y N N 1.0 
DAYTON TX 1 0515 0715 N N N 1.0 
SJOLANDER TX 1 0815 1015 N N N 1.0 
DAYTON TX 1 1115 1315 N N N 1.0 
HOUSTON TX 1 1500 DEST N N N 1.0 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

Max Max Max 
Cars Wght Lgth 

Description: 
HOUSTON TO SJOLANDER AND RETURN LOCAL TRAIN 

9000 8000 
9000 8000 
9000 8000 
9000 eooo 
9000 8000 

rl 

Total Run Time 11 hours 45 mins 
• End of Data •«••• 

TSP Train Block Infonnation -

Train Sch ID A l t - Blocking A l t 1 
L HOUSJOl A 1 

Seq Trn SO 
Station Numb w Blk Stn Description 

HOUSTON 10 F LOCAL 

SJOLANDER 10 F LOCAL 

HOUSTON TO DAYTON AND SJOLANDER SHORTS 

SJOLANDER AND DAYTON TO HOUSTON SHORTS 

- y 

J 

LT 



Train Sch ID A l t 
M HOUMEMl A 1 
M HOMEI A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

••* Train System **• 
TSP Train Schedult 

O r i g i n 
HOUSTON 

Destination 
:0 MEMPHIS (SP2) 

Station 
Arr Dpt 

St TZ Day Time Time 

HOUSTON TX CT 1 
SKREVEPOR LA 2 
PINE BLUF AR 2 
MEMPHIS TN 3 

ORIG 2200 
0800 0930 
1730 1900 
0001 DEST 

F I 
U N Max Yard 
E S HPT Time 
L p 
N N 2.0 
N N 2.0 
N N 1.0 
N N 1.0 

Road 
Time 

Cumul 
Time 

Effective 
Expiration 
Last Update 

Max Max 
Cars Wght 

12/16/96 
XX/XX/XX 
09/l-'/96 

Max 
Lgth 

9000 
9000 
9000 
9000 

7500 
7500 
7500 
7500 

Description: 

HousTot; ao MEMPHIS MANIFEST TRAIN 

Total Run Tim^ 26 hours 00 mins 
* End of Data 

Train sch ID A l t 
M HOUMEMl A 1 

Seq Trn SO 
Station Numb w Blk 5 :n 

- TSP Train Block Infonnation -

Blocking A l t 1 

Description 

HourrroN 10 
20 
30 

F PINEB PINEB 
F MEMPH MEMPH 
F MEMPI MEMPl 

SKREVEPOR 10 T PINEB PINEB 
20 F MEMPH MEMPH 
30 F MEMPI MEMPI 

PINEBLUFF 10 F MEMPH MEMPH 
20 F MEMPI MEMPI 

PINE BLUFF MANIFEST (INCLUDES LITTLE RCCK CAI^ENl 
MEMPHIS MANIFEST (INCLUDES ST LOUIS PROPEA) 
MEMPHIS ICG INTERCHANGE MANIFEST 

PINE BLUFF MANIFEST (INCLUDES LITTLE ROCK CAMDEN) 
MEMPHIS MANIFEST (INCLUDES ST LO(JIS PROPER) 
MEMPHIS ICG INTERCHANGE MANIFEST '^''°'^^^> 

MEMPHIS HANIFEŜ T (INCLUDES ST LOUIS PROPER) 
MEMP!;iS ICC INTERCHANGE MANIFEST 

'J 



f 

(. • 
rr 
3 

•"•-"In Sch ID 
M MEMHOUl A 
M MEHOl A 

Days of Operation 
MO TU WE TH FR SA 
Service Type M 

A l t 
1 
1 

SU 

***• Train System •• 
TSP Train Schedule 

O r i g i n Destination 
EAST ST LOUIS TO HOUSTON (SPS) 

Station 
A r r Dpt 

St TZ Day Time Time 

MEMPHIS TO CT 1 
PINE BLUF AR 2 
SHREVEPOR LA 2 
HOUSTON TX 3 

ORIG 2200 
0300 0430 
I23C 1400 
0001 DEST 

F I 
U N Max Yard 
E S HPT Time 
L P — 
N N 1.0 
N N 2.0 
N N 2.0 
N N 2.0 

Road 
Tine 

Cumul 
Tine 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/17/96 

Max Mw; Max 
Cars Wght Lgth 

Description: 
MEMPHIS TO HOUSTON MANIFEST TRAIN 

9000 7500 
9000 7500 
9000 7500 
9000 7500 

1 

Total Run Time 26 hours 00 mins 
' End of Data ••••• 

ll 
0 

- TSP Train Block Infonnation -

Train Sch ID A l t - Blocking A l t 2 
M MEMHOUl / 1 

Seq Trn SO 
Station Numb W b l k stn Description 

MEMPHIS 

30 F HOUST HOU.̂ T HOUSTO.' MANIFEST 

PINEBLUFF 10 F LONGV SHREV LONGVIEW MANIFEST 
20 F HOUST HOUST HOUSTON MANIFEST 

SHREVEPOR 10 T HOUST HOUST HOUSTON MANIFEST 



il 

n 
Train Sch ID A l t 
M H0UMEM2 A 1 
M H0ME2 A 1 

Days of Operation 
MO TU WE TH SA SU 
Service Type M 

***** Train System *•" 
- TSP Train Schedule 

O r i g i n Destination 
HOUSTON TO MEMPHIS 

C r I 
r.. .1^ r. Arr Dpt R u N Max Yard Road Cumul Max Max 

. f " ! ^ ! - . T? T i ! ! E E S HPT Time Time Time Cars Wght 

HOUSTON TX CT 1 ORIG 2200 Y N N 2*0 
SHREVEPOR LA 2 0800 0115 Y N N 2.0 
PINE BLUF AR 2 1615 1630 Y N N 2.0 
MEMPHIS TO 2 2i:0 DEST Y N N 2.0 

Effective 2Q 1997 
Expiration XX/XX/XX 
Last Update 08/08/96 

Max 
Lgth 

Description:HOUSTON TO MEMPHIS ICG MANIFEST TRAIN 

9000 7500 
9000 7500 
9000 7500 
9000 7500 

Total Run Time 23 hours 30 mins 
* End of Data •••«• 

V i 
- TSP Train Block Information -

Train Sch ID A l t - Blocking A l t 1 
M H0UMEM2 A 1 

Seq Trn so 

f ! ! ! i ? " !?!!!̂  " Description 

HOUSTON 10 F MEMPI MEMPI MEMPHIS - ICG MANIFEST 

SHREVEPOR 10 T MEMPI MEMPI MEMPHIS - ICC MANIFEST 

PINEBLUFF IC T MEMPI MEMPI MEMPHIS - ICG MANIFEST 

'•I 
i 



il Train sch ID A l t 
M MEMH0U2 A 1 
M MEH02 A 1 

Dayj of Operation 
MO TU WE TH FR SA 
Service Type M 

SU 

***** Tr a i n system ••••• 
- TSP Train schedule -

Ori g i n Destination 
MEMPHIS TO HOUSTON 

Ef f e c t i v e 
Expiration 

2C 1997 
XX/XX/XX 

Station 
Arr Dpt 

St TZ Day Time Time 

MEMPHIS TO CT 1 
PINE BLUF AR 2 
SHREVEPOR LA 2 
HOUSTON TX 2 

ORIG 2200 
0300 0315 
1115 1130 

C F I 
R U N Max Yard 
E E S HPT Time 
W L P — -
Y N N 2.0 
y N N 2.0 
y N N 2.0 

Last Update 09/17/96 

Road 
Time 

Cumul 
Time 

Max Max 
Cars Wght 

Max 
Lgth 

2130 DEST y N N 2.0 

Description: 
MEMPHIS - ICG TO HOUSTON MANIFEST TRAIN 

900'. 7500 
9 0 J 0 7500 
9'.00 7500 
<000 7500 

Total Run Time 23 hours 30 mins 
' End of Data ••••• 

Train i ID A l t 
M MEMH0U2 A 1 

Seq Trn SO 
Station Numb w Blk Stn 

- TSP Train Block Information 

Blocking A l t 1 

Description 

•I 

1̂ 
:.| 

f 

) 

•J 

J 

MEMPHIS 10 F HOUST HOUST HOUSTON MANIFEST 

PINEBLUFF 10 T KOUST HOUST HOUSTON MANIFEST 

SHRr^EPOR 10 T HOUST HOUST HOUSTON MANIFEST 



! ( 

•=•1 

Train sch ID A l t 
M HOUESLl A 1 
K HOESl A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

*'* Train System ••" 
TSP Train Schedule 

Or i g i n Destination 
HOUSTON TO EAST ST LOUIS 

Station 
Arr 

St TZ Day Time 
Opt 
Time 

C F I 
R U N Max Yard 
E E S HPT Time 

HOUSTON TX CT 1 ORIG 
PALESTINE TX 
LONGVIEW TX 
TEXARKANA AR 
LITTLE RO AR 
HOXIE AR 
POPLAR BL MO 
EAST ST L IL 

0530 
0815 
1415 
1930 
0001 
0330 
1145 

1.5 
1.5 

W L P 
Y N N 
Y N N 

0945 N N N 1.5 
1430 Y N N 1.5 
2100 Y N N 1.0 
0100 N N N 1.0 
0345 Y N N 1.0 
DEST Y N N 1. 0 

Road 
Time 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/17/96 

Cumul Max Max Max 
Time Cars Wght Lgth 

2200 
0545 

9000 
9000 
9000 
9000 
9000 
9000 
SOOO 
9000 

Description: 
HOUSTON TO EAST ST LOUIS MANIFEST TRAIN 

Total Run Time 37 hours 45 mins 
•****• End of Data 

7200 
7200 
72P0 
7200 
7200 
7200 
7200 
7200 

Train Sch ID Al 
M HOUESLl A 1 

Seq Trn 
Station Numb w Blk 

- TSP Tra i n Block Information -

t - Blocking A l t 1 

SO 

Description 

HOUSTON 10 F LITTL 
20 F MEMPH 
30 F ESTLO 

LONGVIEW 10 T LITTL 
20 F MEMPH 
30 F ESTLO 

LITTLE RO 10 F MEMPH 
20 F ESTLO 

u i l T i : ^ ^ ^ ^ "O'̂K MANIFEST (INCLUDES PINE BLUFF, CAMaEN) 
HOXIE MEMPHIS MANIFEST (INCLUDES ST LOUIS PROPER) 
ESTLO EAST ST LOUIS MANIFEST 

blTT^ b i Z ^ ^ '̂ '̂ '̂  MANIFEST (INCLUDES PINE BLUFF, CAMDEN) 
HOXIE MEMPHIS MANIFEST (INCLUDES ST LOUIS PROPER) 
ESTLO EAST ST LOUIS MANIFEST 

HOXIE MEMPHIS MANIFEST (INCLUDES ST LOUIS PROPER! 
ESTLO EA-ST ST LOUIS MANIFEST 

HOXIE 10 T ESTLO ESTLO EAST ST LOUIS MANIFEST 

n 
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Train Sch ID Alt 
M ESI.H0U1 A i 
M ESk.->l A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

**** Train system ••* 
- TSP Train Schedule 

Origin Descinatlon 
EAST ST LOUIS TO HOUSTW 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/17/96 

C F I 
Arr Cpt R U N Max Yard Road Cumul Max Max Max 

Sratlon St TZ Day Time Time E 
W 

E S HPT Time Time Time Cars Wght Lgth 

EAST ST L IL CT 1 ORIG 2200 Y N N 1.0 9000 7200 
POPLAR BL MO 2 C600 0615 Y N N 1.0 9000 7200 
HOXIE AR 2 0845 0945 N N N 1.0 9000 720C 
LITTLE RO AR 2 1245 1415 Y N N 1.5 9000 720J 
TEXARKANA AR 2 1915 1930 Y N N 1.5 9000 7200 
LONGVIEW TX 3 0001 0230 N N N 1.5 9000 7200 
PALESTINE TX 3 0400 0415 Y N N 1.5 9000 7200 
HOUSTON TX 3 1145 DEST Y N N 1.5 9000 7200 

Description: 
EAST ST LOUIS TO HOUSTON MANIFEST TRAIN VIA UP ROOTE 

Total Run Time 37 hours 45 mins 
• End of Oata ••••• 

- TSP Train Block Information 

0 

ii 

Train 
M ESLHOUl 

Sch ID AU - Blocking Alt 1 

Seq 
Station Numb W 

Trn 
Blk 

PO 
Stn Description 

EAST STLO 10 F LITTL LITTL LITTLE ROCK MANIFEST (INCLUDES PINE BLUFF, CAMDEN) 
20 F LONCV LONGV LONGVIEW MANIFEST 

BLUFF, CAMDEN) 

30 F HOUST HOUST HOUSTON MANIFEST 

HOXIE 10 F LITTL LITTL LITTLE ROCK MANIFEST (INCLUDES PINE BLUFF, CAMDEN) 
20 F HOUST HOUST HOUSTON M?J*IFEST 

BLUFF, CAMDEN) 

30 F LONGV LONGV LONGVIEW MANIFEST 
50 T HOUST HOUST HOUSTOW MANIFEST 

LITTLE RO 10 F HOUST HOUJT HOUSTON MANIFEST 
20 T LONGV LONGV LONGVIEW MAhilFEST . -
30 T HOUr.T HOUST HOUSTON MAh;iFLST 

LONC.VIEW 10 F HOUL-.T HOU?T HOUSTON MANIFEST 

Ll 
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Train Sch ID A l t 
M H0UESL2 A 1 
M H0ES2 A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

Stat ton st TZ 

HOUSTON TX CT 
PALESTINE TX 
LONCrVIEW TX 
TEXARKANA AR 
LITTLE RO AR 
HOXIE AR 
POPLAR BL MO 
EAST ST L IL 

*•*•* Train System • 
- TSP Train Schedule 

O r i g i n Destination 
HOUSTON TO EAST ST LOUIS 

Effective 2Q 1997 
Expiration XX/XX/XX 
Last Update 09/17/96 

C F I 
Arr Dpt R U N Max Yard Road Cumul Max Max Max 

Day Time Ti.Tie E E S HPT Time Time Time Cars Wght Lgth 
W L P 

Wght Lgth 

1 ORIG 2200 Y N N 1.5 9000 7200 
2 0530 0545 Y N N 1.5 9000 7200 
2 0815 0815 N N N 1.5 9000 7200 
2 1245 1300 Y N N 1.5 9000 7200 
2 1800 1815 Y N N 1.5 9000 7200 
2 2115 2115 N N N 1.5 9000 7200 
3 2345 0001 Y N N 1.5 9000 7200 
3 0800 DEST Y N N 1.5 9000 7200 

Description: 
HOU.HTON TO EAST ST LOUIS INTERCHANGE MANIFEST TRAIN 

Total Run Time 34 hours 00 mins 
**•*•* End of Data •••«•• 

Train Scli ID A l t 
M H0UESL2 A 1 

Seq Trn 
Stat i o n Numb w Blk 

- TSP Traxn Block Infonnation -

Blocking A l t 1 

SO 
stn Description 

HOUSTON 10 F ESTLO ESTLO EAST ST LOUIS INTERCHANGE MANIFEST 

LONGVIEW 10 T ESTLO ESTLO EAST ST LOUIS INTERCHANGE MANIFEST 

LITTLE RO 10 T ESTTX) ESTLO EAST ST LOUIS INTEPCHANGE MANIFEST 

HOXIE iO T ESTLO ESTLO E.\ST ST LOUIS INTERCHANGE MANIFEST 

3 



) 
Train Sch ID Aic 
M ESLH0U2 A 1 
M ESH02 A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

Arr 
Scation St TZ Day Time 

E*Ji ST L IL CT 1 ORIG 
POPLAR BL MO 2 0600 
HOXTE AR 2 0845 
LITTLE RO AR 2 1145 
TE.XARKANA AR 1700 
LOMGVI.'iW TX 2 2145 
PALESTINE TX 3 0015 
HOUSTON TX 3 0800 

••• T r a i n System *•• 
TSP T r a i n Schedule 

O r i g i n Destination 
EAST ST LOUIS TO HOUSTON 

F : 
U W 
E S 
L P 
N N 
N N 

Dpt 
Time 

2200 
0615 
0845 N N N 
1200 Y N N 
1715 Y N N 
2145 N N N 
0030 Y N N 
DEST Y N N 

Max Yard 
HPT Time 

Road 
Time 

Eff e c t i v e 2Q 1997 
Expiration XX/XX/XX 
Last Update 09/17/96 

Cumul Max Max Max 
Time Cars Wght Lgth 

9000 
9000 
9000 
9000 
9000 
9000 
9000 
9000 

7200 
7200 
7200 
7203 
7200 
7200 
7200 
7200 

Detcript.'on: 
EAST ST LDUIS INTERCHANGE TO HOUSTON MANIFEST TRAIN 

Total Run Time 34 hours 00 mins 
• End of Data ••••• 

TSP T r a i n Block Information 

Train .-̂ ch ro A l t - Blocking A l t 1 
M ESLH0U2 A i 

Seq Trn SO 
Sta t ion Numt> w Blk Stn Description 

EAST T-T'J} 10 F HOU.-̂T HOUST HOUSTON i>IANIFE.''r 

HOXIE 10 T HOUST HOUST HOUSTON K^NIFEST 

LITTLE RO 30 T H0US7 HOUST HOUSTON MANIFEST 

LONGVIEW 10 F HOUST HOUST HOUSTON MANIFEST 

is 



1_. 
Train sch 
K TEMEAGl 
M TEEAl 

ID 
A 
A 

A l t 
1 
1 

Oays of Operation 
MO TU WE TO FR SA SU 
Service Type M 

** ""rain System *••• 
TSI Train Schedule 

O r i g i n 
TEMPLE TO 

Destination 
EAGLE PASS 

Station St TZ Day 
Arr 
Time 

Dp: 
Tim<> 

TEMPLE TX 
SMITHVILL TX 
SAN ANTON TX 
EAGLE PAS TX 

CT 1 
2 
2 
2 

ORIG 
0300 
0900 
1800 

2200 
0300 
1100 
DEST 

C F I 
R U N Max 
E E S 
W L P 
y N N 
N N N 
Y Y y 
Y N N 

Effective 12/16/96 
Expiration xx/XX/XX 
Last Update 09/16/96 

Yard Road Cumul Max Max Max 
HPT Time Time Time Cars Wght Lgth 

9000 
9000 
9000 
9000 

8000 
8000 
8000 
8000 

Description: 
TEMPLE TO EAGLE PASS MANIFEST TRAIN, SAN ANTIONO SET OOT AND PICKUP IS AT UP ADAMS YARD 

b-

Total Run Time 20 hours 00 mins 
' End of Data ••••• 

1̂ 
Train Sch ID A l t 

.1 TEMEAGl A 1 
Seq Trn SO 

Stat i o n Numb W Blk stn 

- TSP Train Block Infonnation -

Blocking A l t 1 

Description -

TEMPLE 10 F SANAN SANAN SAN ANTONIO MANIFE^IT 

20 F EAGLE EAGLE EAGLE PASS MANIFEST-

SAN ANTON 10 F EAGIE EAGLE EAGLE PASS MANIFEST 



n 

h 
ff 

Train Sch ID A l t 
H EAGTEMl A 1 
M EATEl A 1 

*** Tr a i n System 
TSP Train Schedule -

f3 

Sen^ice Type M TEMPLE Expi ra t ion XX/XX/XX 
C F I Last Update 09/16/96 

t:j f! !? -r TI"! ^ ̂  ̂  '^.^ 
r*»^» t» n k n MU „ W L P — — — — — — 

•I 

I 

0 

EAGLE PAS TX CT 1 ORIG 0800 Y N N 1.5 
SAN ANTON TX 2 1500 1700 Y N N 1 5 
SMITHVILL TX 2 2300 2300 N N N 15 8°°° 

TE«PLE TX 4 0400 DEST YNN!:! |°00° tool 
Description: 

EAGLE PASS TO TliXPLE MANIFEST TT^AIN. SAN ANTONIO SET OUT AND PICKUP IS AT UP ADAMS YARD 

Total Run Time 20 hours 00 mins 
****** End of Data •••••• 

- TSP Train Block Information -

M L"4^i '""V" 'I' - "--^^"^ ' 
seq Trn SO 

Stauon Numb w _B1)._ _stn Description 

EAGLE PAS 10 F SANAN SANAN SAN ANTONIO MANIFEST 
20 F TEMPL TEMPL TEMPLE MANIFEST 

-̂ AN ANTON 10 F TEMPL TEMPL TEMPLE MANIFEST 



Train Sch 
M HOUKERl 
M HOKEl 

ID A l t 
1 
1 

***** Train System ••• 
- TSP Train Schedule 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

C 
Arr Dpt R 

scation St TZ Day Time Time E 
V* 

HOUSTON TX CT 1 ORIG 1600 Y 

Or i g i n Destination 
HOUSTON TO KERR 

Effective 10/08/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

N Kax Yard 
S HPT Time 
p 
N 

Road 
Time 

Cumul 
Time 

Kax Kax 
Cars Wght 

Kax 
Lgth 

SEALY TX 
SIMTHVILL TX 
KERR TX 

1900 1!00 N N N 

Description: 
HOUSTON TO KERR MANIFEST TRAIN 

1.7 
1.7 

2200 2i00 N N N 1.7 
0300 DEST Y N N 1.7 

9000 7000 
9000 7000 
9000 7000 
9000 7000 

T o t a l Run Time IJL hours r j mins 
End of Dat/ •••••• 

- TSP Train Block Information -

Train Sch ID A l t - Blocking A l t 1 
M HOUKERl A 1 

Seq Trn SO 
Station Numb W Blk Stn Description 

HOUSTON 10 F KERR KERR KERR MANIFEST 



r 
Train Sch ID 
M CORHOUl A 
M COHOl A 

Alt 
1 
1 

• « • Train System ••« 
TSP Train Schedule 

Days of Operation 
MO TU WE TO FR SA SU 
Service Type K 

O r i g i n D e s c i n a t i j n 
CORPUS CHRISTI TO HO'JSTON 

Station S; 
Arr Dpt 

TZ Day Time Time 

CORPUS CH TX CT 1 
ALGOA TX 1 
HOUSTON TX 1 

ORIG 0900 

F I 
U N Mix Yard 
E S HPT Tim', 
L P 
N N 1.0 

Effective 10/08/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

Road 
Time 

Cumul 
Time 

Kax 
Cars 

Max 
Wght 

Max 
Lgth 

1900 DEST N N N 1.0 
2000 DEST Y N N 1.0 

Description: 
CORPUS CHRISTI TO HOUSTONA MANIFEST TRAIN 

9000 7000 
9000 7000 
9000 7000 

Total Run Time 11 hours 00 mins 
• End of data «•••• 

- TSP Train Block Information 

T r a i n Sch ID A l t - Blocking A l t 1 
M CORHOUSl A 1 

Seq Trn SO 
Station Numb W Blk Stn i^escrlptlon 

CORPUS CH 10 F HOUST HOUST HOUSTON MANIFEST 



IT 
[I n Train Sch ID 

H KERHOUl A 
M KEHOl A 

Days of Operation 
MO TU WE TH FR SA 
Service Type M 

A l t 
1 
1 

SU 

*** Train System ••• 
TSP Train Schedule 

O r i g i n Destination 
KERa TO HOUSTON 

Effective 10/08/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

C F 1 
Arr Dpt R U N Kax Yard Road Cumul Max Max Max 

Station St TZ Day Time Time E 
W 
E 
L 
S 
P 
HPT Tj Tie Time Time Cars Wght Lgth 

KERR TX CT 1 ORIG 1500 y N N 1.7 9000 7000 
CMITHVILL TX 1 2000 2000 N N N 1.7 9000 7000 
SEALY TX 1 2300 2300 N N N 1.7 9000 7000 
HOUSTON TX 2 0200 DEST y N N 1.7 9000 7000 

Description: 
KERR TO HOUSTON MANIFEST TRAIN 

Total Run Time 11 hours 00 mins 
End of Data •••••• 

Train Sch ID A l t 
M KERHOUl A 1 

Seq Tm SO 
Station Numb W Blk Stn 

- TSP Train Block Infonoaclon 

Blocking A l t 1 

Description 

a 
XERR 10 F HOUST HOUST K.OUSTON MANIFEST 



) 

Train sch ID 
M HOUCORl A 
M HOCOl A 

A l t 
1 
1 

Days of Operation 
MO TU WE TO FR SA SU 
Service Type M 

*** T r a i n System ••• 
TSP Tr a i n Schedule 

Destination E f f e c t i v e 10/08/96 
HOUSTON TO CORPUS CHRISTI Expiration XX/XX/XX 

Last Update 09/16/96 

Station 
Arr Dpt 

St TZ Day Time Time 

C F 1 
R U N Max Yard 

tOUSTON TX CT 1 
/IX!OA TX 1 
C ORPUS CH TX 2 

ORIG IbOO y N N 1.0 
1600 1600 N N N 1.0 
0100 DEST y N N .1.0 

Description: 
HOUSTON TO -ORPUS CHRISTI MANIFEST TRAIN 

Road Cumul Max Max Max 
E E S HPT Time Time Time Cars Wght Lgth 
W L» P — — — — — — — — _̂ __ 

9000 7000 
9000 7000 
9000 7000 

Total Run Time 10 hours 00 mins 
• End of Data ••••• 

Train sch ID A l t 
M HOUCORl A 1 

Seq Trn SO 
Scation Numb W Blk 

- TSP T r a i n Block Infonnation -

Blocking A i r 1 

Description 

HOUSTON 10 F CORFU CORFU CORPUS CHRI.STI MANIFEST 
20 F LARED CORFU LAREDO MANIFEST 

•J 



Train .ich 
M STODENl 
M STDEl 

ID A l t 
A 1 
A 1 

Days of (Operation 
MO TU WE TO FR SA SU 
Service Type A 

Scation 
A r r 

St TZ Day Time 

""* i i a i . - . <!vst»r. ••• 
TS? Train Schedule 

O r i g i n Destination 
STOCKTON TO DEN-.ER 

Opt 
Time 

STOCKTON CA PT 1 
POR.XILA CA 2 
ELKO NV 2 
SALT LAKE UT MT 3 
CRAND JCT CO 3 
DENVER CO 4 

ORIG 
O200 
1200 
2230 
1230 
2145 

1730 
0300 
1300 
0130 

F I 
U N Max Yird 
E S HPT Time 
L P 
N N 1.5 
N N 1.5 
N N 1.5 
Y Y 2.0 

Road 
Time 

Eff e c t i v e 10/08/96 
Expiration ,vx/XX/XX 
Last Update 09/16/96 

Cumul .Max Max Max 
Time Cars Wght Lgth 

1245 Y N N 2.0 
DEST Y N N 2.0 

9000 6000 
90C0 6000 
9000 6000 
5500 6000 
5500 6000 
5500 6000 

a s c r i p t i o n : 
STOCKTON TO DENVER MANIFEST TRAIN 

T t a l Run Time 53 hours 15 mins 
* End of Data 

Tr-..n Sch ID Alt 
M DENSTOl A i 

Seq Trn 
Stat i o n Numb w Blk 

- TSP Train Block Infonnation -

Blocking A l t 1 

SO 
Stn Description 

STOf.-KTON 10 F PORTJ PO'.TO 
20 F ELKO ET.KO 
30 F SALTL .'•AL'IT, 
40 F DENVE JEN"E 

PORTOLA IC F ELKO ELKO 
20 F DENVE 
JO F SALTL SAJ/TL 
40 T DENVE Dm'E 

£LKO 10 F DENVE DENV/E 
20 F SALTL SAL'n, 
30 T DENVE DEN\'E 

SALTLAKE 10 t DENVE DEN̂.'E 

. T r t i i i r t i j l U i J U X J N C ) 

ELKO MANIFEST iWINNEMUCCA-ELKO) 

ELKO MAMFEiTT (WINNEMUCCA-ELKO) 
L-CNV-R M A N I F L - -
SALT LAKE C I " - ' MANIFEST 
DET.VER rtANI^EST 

DENVER MANIFEST 
SALT LAKE CITY MANIFEST 

DENVER MANIFEST 

. J 



(I 

T-raln Sch ID A1-. 
M DKNSTOl A 1 
M DESTl A 1 

Days of Operation 
MO TU WE TO FR SA S'J 
Service Type M 

TSP Train S-.iedule -

Or i g i n Destination 
DENVER TO STOCKTON 

Ef f e c t i v e 10/08/96 
Expiration XX/XX/XX 
Last Update 09/16/96 

C F I 
Arr Dpt .« U N Max Yard Road Cumul Max Max Max 

Station St TZ Day Time Time E 
W 

E 
L 
S 
P 
HPT Tine Time Time Cars Wght Lgth 

DENVER CO MT 1 ORIG \445 Y N N 2.0 4500 6000 
GRAND JCr CO 2 014 j 0200 Y N N 2.0 4509 6000 
SALT LAKE U*. 2 130: 1600 y y y 1.5 SOOO 6000 
ELKO NV PT 3 2330 0030 Y I . N 1.5 9000 6000 
PORTOLA CA 3 0030 1030 Y N N 1.5 9000 6000 
STOCKTON CA 4 1900 DLST Y N N 1.5 900C 6000 

I .1 

Description: 
DENVER TO STOCKTON MANIFEST TRAIN 

Total Run Time 53 hours 15 mins 
' End of Data ••••• 

Train Sch ID A l t 
M DENSTOl A 1 

'••eq Trn 
Station Numb w Blk 

- TSP Train Block i n f o r a a t i o n -

Blocking Ale 1 

SO 
Stn Description 

I-

J 

Hi 

DENVER 10 F SALTL SALTL SALT LAKE CTY MANIFEST 
:o F ELKO ELKO FXJCO MANIFEST (ELKO-WINNEMUCC/, 
30 F STOCK S-nXTK iiTOCKTON MANIFEST 

SALTTJVKE 

ELKO 

10 F STOCK S 3CK STOCKTON MANIFEST 
20 F ELKO EL.1 ELKO MANIFEST (ELKO-WINNEMUCCA, 
30 T STOCK STOf.K STOCKTON MANIFEST 

HERLONo, RENO TCF) 

HERLONG, RENO TCr) 

10 F PORTO PORTO 
20 F STOCK STOCK 

PORTCÛ  MANIFEST (HERLONG) 
STOCKTON MANIFEST 

PORTOLA - 10 F STOCK STOCK STOCKTON MANIFEST 



Train Sch 
M KLABARl 
M KLBAl 

ID A l t 
A 1 
A 1 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

***** Train System ** 
- TSF Train Schedule 

Origin Destination 
KLAMATO FALLS TO BARSTOW 

Station 
Arr 

St TZ Day Time 

KLAMATO F OR PT 
KEDDIS CA 
SACRAMENT CA 
STOCKTON CA 
FRESNO CA 
BAKERSFIE CA 
BARSTOW CA 

ORIG 
1 1545 
1 210C 
2 0100 
2 0700 
2 1045 
2 1830 

Dpt 
Time 

0445 
1600 
2200 N N N 2 
0300 Y N N 3 

Y 
Y 
Y 

F I 
U N Max Yard 
E S HPT Time 
L p -— 
N N 2.5 
N N 2.5 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/18/96 

Road 
Time 

(Tumul 
Time 

0715 
1100 
DEST 

N N 3 
N N 3 
N N 3 

Max Max Max 
Cars Wght Lgth 

5000 6000 
5000 6000 
9000 6000 
8450 7000 
8450 7000 
8450 7000 
8450 7000 

Description: 
rXAMATH FALLS TO BARSTOW MANIFEST TRAIN 

Tot a l Run Time 37 hours 45 mins 
End of Data •••••• 

TSP Train Block Information -

Trair Sch ID A l t - Blocking A l t 1 
M KLAB' '1 A 1 

Seq Trn SO 
Station Numb W Elk Stn Description 

KLAMATH F 10 F LtVTAL KLAMATH FALLS TO KEDDIE SHORTS 
20 F STOCK STOCKT ST<3CKT0N MANIFEST 
30 F BPSTW BARSTO BARSTOW MANIFEST 

KEDDIE 10 T STOCK STOCKT STOCKTON MANIFEST 
20 T BPSTW BARSTO BARSTOW MANIFEST 

STOCKTON 10 F BRSTW BAKSTO BARSTOW MANIFEST 



Train Sch ID A l t 
M BARKLAl A 1 
M BAKU A 1 

** Train System ••• 
TSP Train Schedule 

Days of Operation 
MO TU WE TH FR SA SU 
Service Type M 

Ori g i n Destination 
BARSTOWN TO KLAMATO FALLS 

Station 
Arr 

St TZ Day Time 
Dpt 
Time 

BARSTOW CK FT 1 
BAKERSFIE CA 
FRESNO CA 
STOCKTON CA 
SACRAMENT CA 
KEDDIE CA 
KLAMATH F OR 

ORIG 
1300 
1645 
2100 
0200 
1800 
1.̂ 5 

0530 
1315 
1700 
2300 

F I 
U N Max Yard 
E S HPT Time 
L p 
N N 3.0 

Road 
Time 

Effective 12/16/96 
Expiration XX/XX/XX 
Last Update 09/18/96 

Cjmul M̂ uc Max Max 
. me Cars Wght Lgth 

N N 3.0 
N N 3.0 

Y N N 2.5 
0300 N N N 2.5 
0815 Y N N 2.5 

Y N N DEST 2.5 

7000 7000 
7000 7000 
7000 7000 
9000 6000 
3800 6000 
3300 eooo 
3800 6000 

Description: 
BARSTOW TO KLAMATO FALLS MANIFEST TRAIN. MAX WEIGHT DEPARTING SACRAMENTO MAY INCREASE TO 43 00 
TONS FROM APRIL TO OCTOBER ^--"voc. «juu 

Total Run Time 37 hours 4 5 mins 
End of Data 

TSP Train Block Information 

Train Sch ID A l t - Blocking A l t 1 
M BA XLF: A 1 

;eq Trn SO 
Station Numb W Blk Stn Description 

BARSTO 10 F STOCK STOKTO STOCKTON MANIFEST 
20 F KLAMA KLAMAT KLAMATH FALLS MANIFEST 

STOCKTON 10 F LOCAL KEDDIE - KLAMATH FALLS SHORTS 
f LAMA KLAMAT KLA»J\TH FALLS MANIFEST 20 r 

•-J 

3 

r 



1 

***** Train system ••«•• 
Train .-h ID Alt " ' 
L RICWARl A 1 
L RIWA A 1 

Days of Operation Orloln DscMnarin.. 
MO TU WE r,! FR SA SU RICHMSND-WARM |pR?^i^Tr«vr>Kr, f i i ' " ^ " " 12/1C/97 Service TypA L «ii.«MOND WARM OPRINCS-RICHMOND Expiration XX/XX 

C y I '̂ "̂  Up/late C9/lf/9t 

Station st TZ Da> ' T I L f . L I ^ ' i l t ^ j x ^ 

RICHMOND CA 2 0900 DEST Y N N l i o 

Description: 

S^^^T ^ '̂ '̂̂  """^^ ̂  « ^ -^^N- HAy TVRN AT MILPITAS IF TT̂ CKS OCCUPIED AT WARM 
Total Run Time 8 hours 00 mins 

•••*** End of Data ••«••• 

- TSP Train Block Information -

Train Sch ID Alt - Blocking Alt 1 
L RICWARl A 1 V i 

Seq Trn CO 
!-!--!" ̂ "T^ "1 ^ ] , ^ . A l l Description 

RICHMOND 10 F LOCAL RICHMOND TO WARM SPRINGS SHCRT<: 
20 F SANJO WARMS SAN JOSE MANI.'̂ EST (DELIVER TO SP) 

WARK SPR 10 F LOCAL WARM SPRINGS TO RICHMOND SHO'vTS 



1 
T r a i n Sch I D A l t 
L SANONTl A 1 
L SAONl A 1 

Days o f O p e r a t i o n 
MO r J WE TH FR 
S e r v i c e Type L 

* * * * T r a i n System 
- TSP T r a i n Schedule 

O r i g i n D e s t i n a t i o n 
SAN BERNADINO TO ONTARIO 

Station St TZ 
Arr Dpt 

Day Time Time 

SAN BEIJJA 
RIVERSIDE 
ONTARIO 
RIVERSIDE 
S\N BERNA 

CA PT 
CA 
CA 
CA 
CA 

ORIG 
0830 
1000 
1530 
1700 

0700 
0830 
1400 
1530 
DEST 

U N Kax Yard 
E S HPT Time 

Road 
Time 

L p 
N N 

N N N 
N N N 
N N N 
y N N 

Effective 12/16/96 
Expiration XX/XX/XX 
Lasc Update 09/16/96 

(^unul Max Max Max 
Time Cars wght Lgth 

1.0 
1.0 
1.0 
1.0 
1.0 

9000 6000 
9000 6000 
9000 6000 
9000 6000 
9000 6000 

Description: 
SAN BERNADINO TO ONTARIO AMD RETURN UXAL TRAIN 

To t a l Run Time 10 houzs 00 mins 
• End of Oata ••••• 

TSF Train Block InformaCion 

Train Sch ID A l t - Blocking A l t 1 
L SANONTl A 1 

Seq Trn SO 
scation Numb W Blk Stn Description 

r; 
u 

SAN BERNA 10 F LOCAL 

ONTARIO 10 F LOCAL 

SAN BERNADINO TO ONTARIO SHORTS 

ONTARIO TO SAN BERNADINO SHORTS 
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VERIFIED STATEMENT 
OF 

FRANT: D. CLIFTON 

My name i s Frank D. C l i f t o n . I am Assistant Vice President 

Operations of the Burlington Northern Railroad Companv ("BN") and 

The Atchison, Topeka and Saita Fe Railway Company ("Santa Fe") 

( c o l l e c t i v e l y , "BN/Santa Fe") at the address of 2600 Lou Menk 

Drive, Fort Worth, Texas 76131. 

I began my r a i l r o a d -areer i n 1573 as a trainman f o r the St. 

Louis San Franci'^co Railway Company p r i o r to i t s merger w i t h BN 

and have held various positions i n the Operating and Marketing 

Departments of BN. These positions have included Assistant 

Trainmaster, Terminal Trainmaster, Divi s i o n Trainmaster, Terminal 

Superintendent, Direct o r of Service, D i v i s i o n Superintendent, and 

General Superintendent. I assumed my present p o s i t i o n i n March 

of 1996. „ , 

I am the person w i t h o v e r a l l r e s p o n s i b i l i t y f o r the Progross 

Report and the Operating Plan which i s being f i l e d today w i t h the 

Board. These documents describe i n d e t a i l the operations, as 

implemented to d^.te and as w i l l be implemented, of BN ar.d Santa 

Fe pursuant t o the Board's Decision No. 44 i n Finance Docket No. 

32760 (served August 12, 1996).!/ 

1/ On A p r i l 29, 1996, I previously t e s t i f i e d i n Finance Docket 
No. 32760 as the leader of a team of BN/Santa Fe personnel In 
that statement, I described the process the implementation team 

- had been f o l l o w i n g to date, including i t s mission, 
accomplishments, and ongoing e f f o r t s . I also described s p e c i f i c 

v'l decisions the team had made as to proposed BN/Santa Fe customer 
J service and t r a i n operations assuming the Surface Transportation 

Board were to approve UP/SP's application conditioned on the 
,' various settlement agreements. 



As leader of the BN/Santa Fe implementation team, I have 

worked f u l l - t i m e since March 1996 on the plans f o r implementation 

of operations over the l i n e s to whxch BN/Santa Fe has been 

granted access. The methodology used to develop the Operating 

Plan i s a continuation of the many e f f o r t s described i n my 

e a r l i e r v e r i f i e d statement. I , together with a comprehensive 

m u l t i - d i s c i p l i n a r y team of in d i v i d u a l s from various BN/Santa Fe 

departments,!/ i d e n t i f i e d and completed, among others, the 

fo l l o w i n g items f o r i n c l u s i o n i n the Operating Plan: schedule 

and d e t a i l s associated w i t h the l i n e purchases, coordination and 

timing of dispatching c o n t r o l on l i n e purchase segments, 

preparations f o r d i r e c t BN/Santa service, preparations f o r 

i n t e r i m haulage, and plans f o r d i r e c t t r a i n service start-up on 

each of the l i n e s over which BN/Santa Fe was granted trackage 

r i g h t s . 

There are a myriad of issues which must be 'con.Tidered i n 

creating an Operating Plan such as t h i s . For example, BN/Santa 

Fe's plans f o r d i r e c t BN/Santa Fe t r a i n service are based i n part 

on information I learned from in d i v i d u a l s i n the marketing 

department who have been assigned to the implemencation team and 

who have contacted the two-tc-one stations and shippers. These 

markeiting e f f o r t s are more f u l l y described i n the V e r i f i e d 

Statement of Richard W. Brown. Another area of importance t o 

2/ The departments involved i n co n t r i b u t i n g to the Operating 
Plan include con .acts, customer service, engineering, finance, 
i n t e r l i n e , labor r e l a t i o n s , law, marketing, mechanical, network 
planning, and operating departments. 
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being able to provide d i r e c t t r a i n service to shippers i s the 

process of q u a l i f y i n g supervisory personnel through t r i p s over 

purchased and trackage r i g h t s l i n e s . Those t r i p s , which w i l l 

enable operating supervisors to t r a i n and q u a l i f y t r a i n and 

engine personnel f o r each route, have already been completed on 

a l l trackage r i g h t s l i n e s except the Central and 1-5 Corridors. 

In my view, the Operating Plan being f i l e d today, which 

d e t a i l s t r a i n service BN/Santa Fe plans to operate by the end of 

the f i r s t f u l l year f o l l o w i n g consummation of the UP/SP merger, 

i s feasible and h i g h l y e f f i c i e n t . Most importantly, v i t h 

respect to trackage r i g h t s operations over the key c o r r i d o r s 

previously i d e n t i f i e d by the Board -- between Houston and New 

Orleans, between Houston and Memphis and i n the Central Corridor 

-- BN/Santa Fe's Operating Plan shows that such operations are 

planned to be i n place by December I J , 1996, j u s t over three 

[•( . months' time from the e f f e c t i v e date of Decision No. 44. 

BN/Santa Fe intends to compete so vigorously f o r the t r a f f i c 

' • opened up to i t that i t has even sought even to maximize other 

j possible a l t e r n a t i v e s by engaging i n ongoing negotiations t o 

' route Conrail and Norfolk Southern interchange t r a f f i c v i a 

-̂̂  Effingham and Centralia, IL via I l l i n o i s Central ("IC"), on a 

d i r e c t Memphis connection.!/ I f such an a l t e r n a t i v e i s not 

J 

3./ On September 19, 1996, BN/Santa Fe and IC signed a l e t t e r of 
i n t e n t acknowledging t h e i r commitment to continue t h e i r 
negotiations to f i n a l i z e an agreement which would permit such 
movement of interchange t r a f f i c . While these negotiations are 
ongoing, BN/Santa Fe i s o p t i m i s t i c that an agreement w i l l be 
reached i n the near f u t u r e . Accordingly, the Operating Plan 

(continued...) 
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accomplished, BN/Santa Fe intends to use i t s trackage r i g h t r on 

the UP/SP over the e n t i r e Houston-Memphis/East St. Louis route. 

As mentioned e a r l i e r , the Operating Plan d e t a i l s service 

BN/Santa Fe plans to operate by the end of the f i r s t f u l l year 

f o l l o w i n g implementation of the UP/SP merger. As volumes grow 

and t r a f f i c develops, a d d i t i o n a l t r a i n service beyond that 

r e f l e c t e d i n the Operating Plan w i l l be made available to 

shippers on each of the corridors. Further, as demonstrated by 

the chrough tra.-n schedules contained i n the Appendix to the 

Operating Plan, BN/Santa Fe d i r e c t t r a i n service as implemented 

w i l l o f f e r competitive schedules on each of the new routes. 

To summarize, I believe that the Operating Plan i s 

p r a c t i c a l , w i l l enable BN/Santa Fe uo compete e f f e c t i v e l y w i t h 

UP/SP, and can be implemented by BN/Janta Fe i n the phases and 

time schedules described therein. 

1/(...continued) 
discusses i n d e t a i l plans f o r the routing of such t r a f f i c v i a the 
IC as an a l t e r n a t i v e to the plans to use the UP/SP trackage 
r i g h t s north of Memphis. See BN/Santa Fe press release dated 
September 30, 199G, attached hereto as Attachment 1. 

1' 



B N S F Attachment I 

f 
I 
I W NEWS 

Contacts: Richard Russack (BNSF) 
(817)352-6425 

Ann Thoma (IC) 
(312) 755-7591 

Burlington Northern Santa Fe and Illinois Central 
Sign Haulage Letter of Intent 

FORT WORTH, Texas, and CHICAGO, 111., September 30, 1996 ~ Burlington Northem Santa 
Fe Corporation (NYS£:BNI) (BNSF) and Illinois Central Corporation (NYSE.IC) have signed a 
letter of intent for a long-term haulage agreement between Memphis. Tenn., and Effingham, 
Illinois Under the terms ofthe agreen-.ent, IC provides power, fuel and crews in retum for a 
per-car fee from BNSF. 

In addition, the agreement will incl'jde volume-based haulage between New Oi leans and Memphis 
, J and between Memphis and Chicago, as well as switching agreements at Chicag ) and New 
i.y Orleans. 

, Further, the agreement provides overhead trackage rights for BNSF over IC track between 
Portage, 111., ?jid Chicago, as v/ell as allowing BNSF to move cars over IC's connection between 
BNSF's Corwith and Cicero yards. 

"With this agreement, we can provide improved levels of service - both consistency and shorter 
transit times - between the Texas Gulf and the Northeast region, adding to our competitiveness," 
said Matthew Rose, BNSF senior vice president. Merchandise Business Unit. 

"This is another example of cooperativ? agreements Illincis Central has developed with major 
railroads," said IC senior vice president Donald H. Skeiton. "This agreement allows BNSF to 
take advantage ofUlinois Central's superior service offering and the fact that IC has the most 
efficient, and therefore the most cost-effective, route between the Great Lakes and the Louisiana 
Gulf Cooperative agreements of this sort among railroads benefit the shipping public by reducing 
transit time and making better overall use of the rail network." 

•C\ The agreement is expected to become effective during the fourth quarter 1996 upon completion 
of a definitive agreement. 

J more 



J 
d ) 

BNSF, IC SIGN AGREEMENT / Page Two 

Burlington Northem Santa Fe owns one of the largest rail networks in the United States, with 
more than 31,000 route miles covering 27 states and two Canadian pro'/inces. 

'jl 
1.1 Illinois Central Corporation is a holding company whose principal subsidiaries are the Illinois 

Central and the Chicago Central railroads. Illinois Central operates a 2,600-mile freight system 
n from Chicago south to the Gulf of Mexico. Chicago Central operates an 850-niile freight system 
'' from Cliicago west through Iowa. 

# # # 



VERIFIED STATEMENT 
OF 

RICHARD W. BROWN 

My name i s Richard W. Brown, and I am General Director of 

the Chemicals Business Unit of Burlington Northern Railroad 

Company ("BN") and The Atchison, Topeka and Santa Fe Railway 

Company ("Santa Fe") ( c o l l e c t i v e l y , "BN/Santa Fe"). I have been 

working f o r e i t h e r Santa Fe or BN/Santa Fe continuously since 

1971, when I joined the Pric i n g Department at Santa Fe. From 

1993 u n t i l the merger of BN and Santa Fe i n 1995, I was Assistant 

Vice President of the Carload Business Unit of Santa Fe, wi t h 

r e s p o n s i b i l i t y f o r s t r a t e g i c planning and development f c r the 

carload business, inc l u d i n g chemicals, p l a s t i c s , metals, f o r e s t 

products, and consumer goods. In that p o s i t i o n I also had 

r e s p o n s i b i l i t y f o r Santa Fe's transload j^rogram. From 1988 t o 

1993, I was Assistant Vice President Chemicals f o r Santa Fe. I 

received a B.S. degree i n economics from Syracuse Un i v e r s i t y i n 

1967 and an M.B.A. from Northwestern University i n 1971. 

As General Director of the Chemicals Business Unit of 

BN/Santa Fe I am responsible f o r s t r a t e g i c planning and new 

business development f o r chemicals. Currently, however, I am on 

special assignment w i t h r e s p o n s i b i l i t y f o r a l l commercial 

a c t i v i t i e s w i t h respect to implementation of BN/Santa Fe's 

settlement agreement w i t h UP and SP i n connection w i t h t h e i r 

n.erger, i n c l u d i n g implementation of the conditions that the Board 

imposed t o augment that settlement agreement. 

The purpose of t h i s V e r i f i e d Statement 1.3 to explain the 

steps th a t BN/Santa Fe has taken, at t h i s early stage, to make 



32760 10-2-96 86499 



i t s e l f competitive w i t h UP/SP using the trackage r i g h t s and other 

r i g h t s i t was granted i n the UP/SP merger case (by settlement 

agreement or otherwise). We have already had remarkable success 

a t t r a c t i n g business i n the very f i r s t days of operation under our 

r i g h t s . 

Furthermore, as I w i l l discuss more f u l l y below, we have 

made extensive contact with 2 - t o - l customers to which BN/Santa Fe 

was granted access. As we work toward generating business from 

those customers, we are b u i l d i n g our density on the trackage 

r i g h t s operations and proving that we can be successful by using 

the r i g h t s to provide new service to e x i s t i n g customers. i v i l i 

give several examples of movements that have already occurred on 

BN/Santa Fe jusc i n the three weeks since the UP/SP meiger was 

'\ consummated, or are scheduled to begin i n the very near f u t u r e . 

At the same time that we are achieving some remarkable 

• successes, we face some obstacles. Other c a r r i e r s have f i l e d 

w i t h t h i s Board p e t i t i o n s to a l t e r or " c l a r i f y " the Board's 

decision i n ways that would s u b s t a n t i a l l y lessen BN/Santa Fe's 

ri g h t s and s u b s t a n t i a l l y impair i t s competitiveness. The vary 

f a c t that those p e t i t i o n s are pending has caused unc e r t a i n t y 

among shippers and, at least temporarily, has made i t d i f f i c u l t 

or impossible t o sign contracts w i t h those shippers u n t i l the 

uncertainty i s removed. In addition, n t T o t i a t i o n s w i t h UP/SP 

concerning the 1-5 Corridor and wi t h Tex Mex concerning service 

over Laredo have not progressed to the point where we are able t o 

f i n a l i z e plans to provide the kind of com^ <=>t i t ive service we hope 
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and expect t o provide i n those regions. The positions t h a t UP/SP 

has taken before t h i s Board concerning transloads, new 

' f a c i l i t i e s , and the reopening of contracts, and i t s intransigence 

i n negotiations concerning the 1-5 Corridor, give us p a r t i c u l a r 

concern. 

\̂ Where we do not face such obstacles, we are already 

experiencing great success. The UP/SP merger was consummated --

^ and most of BN/Santa Fe's right.s therefore became e f f e c t i v e --on 

,| September 11, 1996. As earl y as September 13, 1996, we were 

using our new r i g h t s t o ship a significanc volume of l i q u e f i e d 

1 petroleum gas (LPG) from Borge.v, TX, to Salt Lake City, UT, a 

point we d i d not reach before the UP/SP merger. Our movement of 

-J LPG to Salt Lak'. C i t y i s ongoing. At present, we are 

approximating s i n g l e - l i n e service by gi v i n g the t r a f f i c t o SP at 

Denver to carry t o Salt Lake Cit y under the i n t e r i m haulage 

• j . arrangement that w i l l e x i s t u n t i l our trackage r i g h t s become 

f u l l y e f f e c t i v e . We a n t i c i p a t e being able to carry t h i s t r a f f i c 

j i n f u l l s i n g l e - l i n e service i n the future. 

The Borger movement i s i n s t r u c t i v e i n showing BN/Santa Fe's 

c a p a b i l i t i e s under i t s new r i g h t s . The LPG that i s now moving i n 

Hj BN/Sanca Fe service t o Salt Lake City once m̂ oved i n j o i n t - l i n e 

Santa Fe-SP service. The shipper, however, found the service 

( p a r t i c u l a r l y the car u t i l i z a t i o n ) unacceptable and began to move 

... t h i s product by a combination of truck and pipe'.ine rather than 

by r a i l . Now that BN/Santa Fe can provide sing'.e-line service 

'•r (which w i l l only get b e t t e r when our inte r i m haulage r i g h t s soon 
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! become f u l l trackage r i g h t s ) , however, the shipper has r a p i d l y 

determined that r a i l i s once again an e f f i c i e n t and cost-

) e f f e c t i v e -- indeed, the best mode of t r a n s p o r t a t i o n f o r t h i s 

product. Our rapid success i n d i v e r t i n g t r a f f i c back t o the 

r a i l r o a d from trucks and pipelines shows what we are capable of 

doing and should help us to s e l l our services to 2 - t o - l shippers 

who have not previously used BN/Santa Fe. 

Another commodity as to which rates are already i n place, 

and which we have begun moving, i s crushed stone. This product 

moves from Kerr, TX, to various points i n Texas. By ta k i n g the 

t r a f f i c over trackage r i g h t s (or, f o r the time oeing, i n t e r i m 

haulage) north to Temple, TX, where i t moves onto BN/Santa Fe's 

own l i n e s , BN/Santa Fe can d e l i v e r t h i s t r a f f i c t o destinations 

- that i t could not previously reach i n s i n g l e - l i n e service. 

Another customer that has agreed to ship s u b s t a n t i a l f r e i g h t 

-- 500 cars a month -- v i a BN/Santa Fe as a re^sult of our new 

r i g h t s i s located i n Cheek, TX. Previously, BN/Santa Fe has 

c a r r i e d t h i s customer's t r a f f i c to Beaumont, TX, and interchanged 

i t there wi t h SP f o r d e l i v e r y to New Orleans. Now that we can 

i 
' serve New Orleans i n s i n g l e - l i a e service, t h i s customer has 

agreed to ship s u b s t a n t i a l volume using that service, e f f e c t i v e 

October 1, 1996. 

Our A g r i c u l t u r a l Commodities Unit has booked, and i n some 

instances c a r r i e d , s u b s t a n t i a l numbers of carloads going to 

I 

J various destinations that BN/Santa Fe did not serve before the 

:i UP/SP merger. A gra i n company o r i g i n a t i n g t r a f f i c at Salina, KS, 
-4 
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Hutchinson, KS, Topeka, KS, and Amarillo, TX, moved more than 350 

cars of wheat to Corpus C h r i s t i f o r export on the BN/Santa Fe 

system i n September. This t r a f f i c had been scheduled f o r 

movement i n October and November, but BN/Santa Fe quoted the 

customer a favorable rate that caused the t r a f f i c to move early. 

BN/Santa Fe has also put i n t o e f f e c t very competitive rates 

to move wheat from Nebraska and Kansas o r i g i n s t o Salt 

Lake/Og^en, UT. For example, for movements from Sidney. NE, the 

raue (which i s contained i n published t a r i f f s ) i s $1500/carload, 

exactly the same ..s UP's rate. For wheat from Hastings, NE, the 

rate i s $1850/carload, leas than UP's $1885 rate. We an t i c i p a t e 

that t r a f f i c w i l l begin moving on these routes very soon. 

Grain (barley, meal, or corn) w i l l be able t o move over 

BN/Santa Fe's Central Corridor righi.s to the San Joaquin Valley 

i n C a l i f o r u i a , and we have published t a r i f f s w i t h rates f o r such 

movements that are competitive with UP's published rates. 

Already, 100 cars per week of corn are moving over the Central 

Corrioor on Biv'/Santa Fe, and we expect t h i s t r a f f i c t o grow, 

espe c i a l l y once our i n t e r i m haulage r i g h t s convert to trackage 

r i g h t s . We also expect to be moving corn i n /5-car t r a i n s to 

Ontario, CA (using the trackage r i g h t s from Riverside, CA, to 

Ontario) , once the corn harve.'-'t occurs at the end of October. We 

have also published competitive rates to move corn and grain 

sorghum to Brownsv.Llle, TX, and Eagle Pass, TX. 

S i m i l a i l y , because we have put i n place ( i n t a - i f f ICC-BN-

4022 1, issued September 10 and e f f e c t i v e September 12 and 13, 
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1996) rates that are hi g h l y competitive with UP, we are 

o p t i m i s t i c that when soybeans are harvested i n ea r l y OctcLer we 

w i l l move sub s t a n t i a l volumes from Nebraska, Iowa, South Dakota, 

and Minnesota, and other stages to export points i n Texas 

(including Laredo, Eagle Pass, Brownsville, and Corpus C h r i s t i ) 

using our i n t e r i m haulage r i g h t s and scon our trackage r i g h t s . 

Malted barley i s moving to export points i n Texas v i a 

trackage r i g h t s as w e l l . In p a r t i c u l a r , we moved a 26-car malted 

barley t r a i n to Eagle Pass the week of September 16, j u s t a f t e r 

the UP/SP merger occurred, and we expect to move 50-75 cars a 

week of t h i s commodity to Eagle Pass i n th near f u t u r e . 

These short-term successe-^ are remarkable '.n l i g h t of the 

l i m i t e d time we have had to achieve them and t>«L t t a r t - u p nature 

of our new operations. But thc-y are extremely modest compared to 

what we expect to be able to do with our trackage r i g h t s (and 

other r i g h t s ) as we gain business from 2-to-l'customers who have 

not previously used our services. And we are already we l l along 

i n the process of marketing our services to those customers. 

In the course of the implementation process -- which was on­

going during the merger case before the Board and has continued 

since the Board's decision -- we received from UP a l i s t of 

almost 600 2 - t o - l custcners. We have contacted more than 400 of 

those customers. BN/Santa Fe has made o f f e r i n g s or bids to the 

customers who a c t u a l l y c o n t r o l s u b s t a n t i a l l y more than h a l f of 

the t o t a l t r a f f i c of t h i s group (more than 150,000 

carloads/year). I am o p t i m i s t i c that, given the success sto r y we 



can already t e l l about movements to new points i n j u s t the f i r s t 

) weeks of operation under our new r i g h t s , many of these customers 

w i l l recognize that we can compete using our new r i g h t s and w i l l 

garner s u b s t a n t i a l business. 

BN/Santa Fe i s already b u i l d i n g i t s density on the trackage 

r i g h t s l i n e s . With the whole BN/Santa Fe network behind us, and 

with the t r a f f i c that we are carrying already, we w i l l be a 

formidable conpetitor, and I ant i c i p a t e that 2 - t o - l customers 

w i l l use our services. 

We have taken othor steps, besides carrying t r a f f i c , i n the 

f i r s t three weeks since the merger to b u i l d our t r a f f i c base and 

market ou- new services. BN/Sauta Fe has hired a marketing 

representative i n Salt Lake City, which i s a new market f o r our 

r a i l r o a d . We have published hundreds of rate a u t h o r i t i e s 

covering new routes made possible by the conditions on the JP/SP 

Jj ^ merger, in c l u d i n g g r a i n rates from a l l BN/Santa Fe t e r r i t o r y i n t o 

the 2 - t o - l areas. These rate a u t h o r i t i e s are most important f o r 

I carrying a g r i c u l t u r a l t r a f ^ ^ i c , but they are important f o r other 

commodities as w e l l . I n forest products, f o r example, our new 

rate a u t h o r i t i e s are so important and so numerous that a new 

:; employee has been hi r e d f o r che sole purpose of updating our rate 

a u t h o r i t i e s t c add the 2-^o-l points 3nd our new routes. 

None of t h i s i s t o say that we do not fi.ce obstacles to 

^ competing e f J i u t i v e l y w i t h UP/SP. One serious obstacle at t h i s 

U e a r l y stage -- although I expect i t to be temporary -- i s simple 

^ j shipper uncertainty. Because our a b i l i t y t o serve tha Lake 



I. 

Charles area of Louisiana has been c a l l e d i n t o question by a KCS 

f i l i n g before t h i s ^.oard, f o r example, shippers i n that area 

understandably are r e l u c t a n t to commit business to • before the 

Board resolves the issue, and we are i n no p o s i t i o n to commit to 

provide service i f our r i g h t to do so could be abrogated i n the 

near f u t u r e . In a d d i t i o n , i f the Board'= contract reopener 

condition does not apply to UP/SP contracts w-th shippers i n the 

Lake Charles area, our a b i l i t y to compete ".here w i l l be seriously 

impaired. 

Service to Mexico i s another area of present uncertainty, 

although we hope to resolve the uncertainty soon. We are eager 

to provide service t o shippers over Laredo, but doing so requires 

agreement w i t h Tex Mex. Wc are working hard to achi.-^ve agreement 

with Tex Mex on the terms on which we would serve shippers 

de.-'iring service over Laredo, but the negotiations have not yet 

been concluded. Shippers' choices between ar'"Eagie Pass r o u t i n g 

i n t o Mexico and a Laredo ro u t i n g i n t o Mexico w i l l depend i n large 

part on what terms we are able to negotiate wi t h Tex Mex, and 

f i n a l decisions therefore must await the conclusion of 

negotiations, which vy?e are t r y i n g to expedite. 

Yet another prf.sent uncertainty pertains to whether c e r t a i n 

shippers are or are not 2 - t o - l shippers covered by the settlement 

agreements between UP/SP and BN/Santa Fe and the Board's 

decision. For exanple, Intermod Industries at S:ockton, 

C a l i f o r n i a , i s served by UP on one side of the plant and SP on 

the other. I t seems clear to us that Intermod i s a 2 - t o - l point 
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to which BN/Santa Fe receives access, but we are unable t o do 

business w i t h Intermod (and other shippers whose 2 - t o - l status i s 

uncertain f o r any reason) unless and u n t i l we receive eithe:^ 

agreement from UP/SP cr c l a r i f i c a t i o n from the Board, which -e 

w i l l have t o seek we cannot resolve the question w i t h UP/SP. 

There are a d d i t i o n a l obstacles p o t e n t i a l l y i n our path aside 

from temporary uncertainty. I understand that the Board has 

already been made aware ot BN/Santa Fe's concerns about the 

possible ineffectiveness -- depending on how i c i s i n t e r p r e t e d --

of th.. Board's condition opening up at least 50% of the volume at 

2- t o - l points. I understand that the Board also has been made 

aware of UP/SP's p o s i t i o n that BN/Santa Fe's a b i l i t y to serve new 

transload and other f a c i l i t i e s should be severely circumscribed, 

i n a way that would harm BN/Santa Fe's competiti/eness. UP/SP's 

p o s i t i o n i s already causing uncertainty i n the marketplace, to 

the detriment of BN/Santa Fe's competitiveness", and w i l l have a 

longer l a s t i n g detrimental e f f e c t i f the Board accepts UP/SP's 

i n v i t a t i o n to cut back on the l i t e r a l terms of i t s decision. 

F i n a l l y , although I w i l l not provide d e t a i l s i n t h i s 

V e r i f i e d Statement because the negotiations are ongoin--, there 

are p o t e n t i a l obstacles t o BN/Santa Fe's competitiveness r.s a 

r e s u l t of positions that other c a r r i e r s have taken i n 

negctiations. UP/SP has taken positions i n negotiations w i t h 

respect to the 1-5 Corridor on the West coast that s e r i o u s l y 

threaten BN/Santa Fe's competitiveness there. I u a d d i t i o n , since 

negotiation w i t n Tex Mex to determine the basis on which t r a f f i c 

iJ 
-9-



•1 

i: ) 

J 

w i l l be handled t o Laredo are not yet f i n a l i z e d , there remain 

un c e r t a i n t i e s abouu BN/Santa Fe's a b i l i t y to compete to Mexico 

over Laredo. 

A l l of these obstacles may, depending on actions by the 

Board and by other r a i l r o a d s , hurt -- perhaps severely --

BN/Santa Fe's a b i l t t y t o carry out the promise of f u l l 

competitiveness t h a t i t has made to shippers and that the Board 

i t -elf made when i t approved the UP/SP merger i n heavy reliance 

on BN/Santa Fe's a b i l i t y t o compete vigorously against UP/SP 

throughout the West. 

Once those obstacles are overcome, however, I am convinced 

that nothing stands i n the way of BN/Santa Fe's a b i l i t y t o grow 

i t s t r a f f i c base using the r i g h t s i t was grani.ed, to s a t i s f y 

e x i s t i n g customers th a t i t can take t h e i r t r a f f i c to new 

destinations e f f i c i e n c l y and r e l i a b l y at competitive rates, and 

over time co s a t i s f y new customers that they w i l l b e nefit g r e a t l y 

from the competition t h a t BN/Santa Fe provides. 
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VERIFICATION 

THE STATE OF TEXAS ) 
) 

COUNTY GF TARRANT ) 

Richard W. Brown, being duly sworn, deposes and says that he 

has read the foregoing statemant, and that the contents thereof 

are true and correct t o the best of his knowledge and b e l i e f . 

:' Richard W. Btown 

Subscribed and sworn to before me on t h i s ^^"^^day of 

September, 1996. 

Nota ry Public(/ 

My Commission Expires: 
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A K V i O E. R O A C H II 

D O C C T J . - l S U M K K 

O W C C C L f A X N - J N . « « 

C O V I N G T O N & B U R L ' N G 
I 2 0 I P E N N S Y L V A N I A A V E N U E . N. W . 

P O B O X 7 5 6 6 

W A S . ' I N G T O N D C 2 0 0 4 4 - 7 5 6 6 

? 0 2 l 6 6 2 - 6 0 0 0 

T C L t X e O - S B 3 i C O v u . ^ G W S M l 

C A B L C C O V L I N G 

June 28, 1996 

L l C O M T C L O M O U t C 

L O N O O M ' M i r S A S 

A v t k u C D C S A R T S 

BY HAND 

Hon. Vernon A. Williams 
Secretary 
Surface Transportation Bo?>.rd 
Twelfth Street and Constitucion Ave., N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union P a c i f i c 
Corp., et a l . -- Contrcl & Merger -- Southern 
Paci f i c Rail Corp.. et a l . 

Dear Secretary Williams: 

Final Se 
BN/Santa 
General 
trackage 
correcte 
trackage 
C e r t i f i c 
along wi 

In our f i l i n g e a r l i e r today. Applicants' Submission 
ttlement Agreement and Implementing Agreements '-dth 
Fe iUP/SP-266), a superseded version of "Exhibit B -

Conditions" was inadvertently attached t o each of the 
r i g h t s agreements. We are enclosing a copy of the 

d "Exhibit B" that should have been attached to the 
r i g h t s agreements. We are also enclosing the 

ate of Service f o r UP/SP-266, which was not included 
t h the e a r l i e r f i l i n g . 

of 

Sincerely, 

Arvid E. Roach I I 

cc: A l l Parties of Record 



CERTIFICATE OF SERVICE 

I , Michael L. Rosenthal, c e r t i f y t h a t , on t h i s 28th 

day of June, 1996, I caused a copy of the foregoing document. 

Applicants' Submission of Final Settlenenc Agreement and 

Implementing Agreements with BN/Santa Fe (UP/SP-266), to be 

served by f i r s t - c l a s s mail, postage prepaid, or by a more 

expeditious manner of deliveiry 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 Office 
A n t i t r u s t D i v i s i o n Bureau of Competition 
Suite 5 00 \oom 3 03 
Department of Justice Federal Trade Commission 
Washington, D.C. 20530 Washington, D.C. 20580 

Michael L. Rosenthal 



EXHIBTT "B" 

GENERAL CONOmONS 

S»ction 1 DEFINmOMS 

1.1 "AoTBemerf shaU wean that certain agreemant dated Juna 1. 1996 to 
vvhich ttiis Exhibit "B" is appendad. 

1.2 "AnnuaT shaH maan a calendar yaar. 

1.3 Xar" ShaU mean orie (1) rad car provkiad. however, ttiat aach piatfonn 
an articulated rail car of tv¥0 (2) or mora ptatforms shaH be countbd as one (1) rail car. 
subject JO modification by mutual agreement of the parties t>aaed upon changes in 
railroad technology. 

1.4 'Changes in and/or Additions to* shall mear work projects and 
retirements, the cost of \which is chargeabte in v^wle or in part to Property Accounts 
during the term of this Acpaement 

1.5 'EquipmenT shall mean trains, iocomotivas. )U cars (loaded or empty), 
intermodal units (loaded or empty), cabooses, vehicles, and mactiir>ery >Mtiich are 
capable of being operated on railroad tracks or on right-of-¥Miy for purpose of the 
maintenance or repair of such railroad tracks. 

1.6 " G W sh^i mean gross ton miie wtMch is tha weight in tons for 
Equipment arKl lading transported over one (1) mile of track irK:kjded in the Joint 
Trackage. 

1.7 "GTM Handled Proportnn" shaN mean ttie GTMs hanohid ovar ttie Joint 
Trackage by or ftx a party divided by ttie total number of GTMs handled by or for a l 
parties using ttie Joint Trackage, during ttie same period. For ttie purpoae 
computing such GTM's Handled Proportion, Equipment engaged in work aervica 
pertaining to constructkm. maintenance or operatnn of ttie Joint Trackage or Clianges 
in and/or Additk>ns to ttie Joint Trackage shaH not be counted and GTMs of ttiird 
parties shaH be attributed to ttie Owner. 



1.8 "Joint Trackage'ShaU mean tti« track Structure of Owner as described irr 
ttie Agreement including necessary right-of-way and an appurtenances, signats, 
comiTKjnicatk>nc, and fadKties of Owner and all Changes in and/or Addftkms to sakl 
track structure now or in the future kxurtad as are raqiared or desirable for the 
operation of ttie Equipment of the parties hereto. 

1.9 "Mtir shall mean one-tentti of a cant ($0,001 US). 

1.10 "ONMner" shall have the meaning gr/en to it in ttie Agreement 

1.11 'Prop '̂Tty Accounts' shall mean accounts so designated under ttie 
Uniform System of Accounts for Railroad Comparues prescra>ed t>y ttie Interstate 
Comnterce Comrrosskjn, or any replacement of such system prescriijed by ttie 
applicable federal regulatory agency, if any, and used by ttie parties tiereto. 

1.12 "STB' shall nr.'<*ans ttie Siuface Transportatkjn Board of the United States 
Department of Transportation or any successor agency. 

1.13 "User* shall tiave the meaning given to it in ttie Agreement 

Sectk>n2. MAIWTENAWCE ADDmONS OPERATION AMD CONTROL 

Z1 Owner shall ha\'e sole ctiarge of ttie maintenance and repair of the Joeit 
Trackage with its own supervisors, labor, materials and equipment Owner, from time 
to time, may make such Cfianges in and/or Addmons to ttie Joint Tracka^ as stiall be 
required by any law rule, regulation or ordinance promulgated by any govenvr«ent 
body having jurisdk^on, or as Owner, in its sole (ftscretk)n, shall deem necessary, 
sut)|ect to Section 2.2. Such Changes in and/or AdditK>ns to ttie Joint Trackage shaH 
t>econie a part of the Joint Trackage or in ttie case of retirements stiall t>e excluded 
from ttie Joint Trackage. 

2.2 Unless ottienMise mutually agreed to by ttie parties in venting. Owrvw shsM. 
(i) keep and maintain the Joint Trackage on a consistent basis at no less than the track 
standard designated in the timetable in effect on ttie date of the Agreement inckiding 
special instmctions for the Joint Trackage as of ttie date of ttie Ammemun/t, (iO maoitain 
at least ttie pfiysksil capacity of ttie Jotnt Trackage as of ttie date of ttie Agreement 
(i.e., number of man tracks, support tracks, signal systems, rait w»ic^ Kne daarances, 
etc), and (ilO be responsible for any Chiuiges in and/or Adttttions to ttie Joint Trackage 
as shal! be necessary to accommodate ttie trafTic of Owner md User ̂ i l e maintaining 
existing service standards (including transit times) in dfect on ttie date of ttie 
Agreement in ttie event ttiat User desres ttiat ttie Joint Trackage be improved to a 
condition in excess of the standard set fortti in ttiis Soctkxi 2.2. or desires ttiat ottier 
Changes m and/or Additk>ns to be made to the Joint Trackage, Owner agrees to make 



such Ctuuiges in and/or Additkxis to ttie Joint Trackage ii funded in advance t)y User. 
Thereafter, such Changes in and/or Additkxis to ttie Joint Trackage stiall t>ecoma pwt 
of the Joint Trackage and shaH be maintained by Ovwier in such improved conditk>n. 

2.3 Owner stiall empk>y all persons necessary to consiruct operate, mamtat v 
repair and renew ttie Joint Trackage. 0\Mier shall be bound to >ise reasonable and 
customary care. ski!l and diligence in ttie constructwn. operatwn, maintenance, repair 
and renewal of the Joint Trackage and in managing of ttie same. OvMier stiall make its 
best effort to ensure ttiat User is given the same advance nottee of maintenance plans 
and sctieduies as is fxovided to Owner's personnel. 

2.4 The trackage ngtits granted hereunder stiall give User access to and joint 
use of the Joint Trackage equal to ttiat of OvMier. The management operatkMi 
(including dispatching) and maintenance of the Joint Trackage stiall. at aH t>mes. be 
Ukider ttie exclusive direction and control of Ovuner, ttie movement of Equipment over 
and atong ttie Joint Trackage stiall at all times be sui)ject to the exckisive directton and 
control of Ovwier's auttiorized representatives and in accordance with such reasonat>le 
operating niles as Owner shaU from time to time institute, txit in ttie management 
operation [inchxling dispatching) and maintenance of the Joint Trackage. 0>Mier and 
User shall ."i treated equally All operatinp, dispatching and maintenance decisions by 
Owner affecting ttie movement of Equipment r n ttie Joint Trackage shaH be made 
pursuant to ttie BNSF-UP/SP Dispatuhing Protocols attachitd hereto as Attactiment 1. 
User stiall. at User's sole cost and expense, otitaki. install and maintaRi necessary 
communicatkjn equipment to aHow User's Eqc)ipcient to communicate with Owner's 
dispatching and signaling faciMies the same O f̂fier's trains so utilize. Owner stiall 
consult with User prior to ttie adoptksn new communk:atk>n or signaling systems to 
be employed on ttie Joint Trackage, '.vnkrh have not ttieretofor^ "leer general^ adopted 
in the railroad industry. 

2.5 A Joint Service Committee fCommittee'), comprised of ttie ctiief 
tran^>ortation ofncjcrs of Owner and User (or ttiew designees) shall t>e estat>ltstied, and 
shall t>e r<»%pdnsit}le for establistiing mles or standards as appropriate to ensure 
equitBb^ and non-discriminatory treatment appropriate maintenance and efficient joint 
us« of the Joint Trackage. The Committee shall meet on a regular t>c«ts. but not less 
often than every three (3) monttis dunng ttie first year of operation under ttits 
Agreement and ttiereatte' wtien any party serves upon ttie ottier party ttiirty (30) days' 
written notice of its desire to meet to review ttie overall performance of Equipment on 
ttie Joint Trackage, conflkrts, if any, experienced between EqMpm^ <̂  Owffier and 
Equ^Tment of User, grievances over the tiandling of particular 'Equipment or operational 
events, maintenance of ttie Joint Trackage. <vays in M îich future conflicts may be 
minimized, ways of improving op>rBtkxis and maintenanoe of ttie Joint Trackage and 
such other relevant matters as ttie Committee may deckle to consider. Ttie Committee 
may issue standards or rules to prevent unnecessary interference or tmpmrnerit of use 



of the Joint Trackage by either party or ottiefWK̂ e ensure fair and equal treatment 9s 
between Owner and User Eittier party may request a special meeting of ttie 
Committee on reasonpbie notice to ttie other. Informal teiephontc conferences stiall be 
held by the Comnnttee \^iere appropriate to address immediate concems of eittier 
party. It ts expected ttiat the work on ttie Committee shall be undertaken in a spirit of 
mutual cooperation consistent w«tti ttie principles eiqx-essed in ttie Agreement 

2.6 If the use of ttie Joint Trackage shaH at any time be intemjpted or traffic 
ttiereon or ttiereover be delayed for any cause, neither party stiall have or make any 
claim against ttie othsr for toss, damage or expense c.̂  «d by or resulting solely from 
such interruption or delay. 

Z7 Owffier may from time to time provkle any irack or ttacks on ttie Joint 
Trackage ottier ttian ttiose delineated in ExhM>it A to ttie Agreement for use by User 
provided ttiere stiall al! times be afforded Jser a continuous route of ixjual u îty for 
ttie operations of its EquipriVHit tietwaen ttie termiru of ttie Joint Trackage Wtien such 
trackr vhich are not part (if ttie Joint Trackage are used as pr)vkied herem. ttie 
Agreement shall govem for tx^rposes of direction and control and Itabikty as if all 
movement had been made vr̂ er it>« Jomt Trackage. 

2.8 Each party sliaH be responsible for fianistiing, at its sole cost and 
expense, all labor, fuel and train and ottier supplies necessary for the operatkx: of its 
own Equipment over ttie Joint Trackage. In ttie event a party does fumisrii such latXM-. 
fuel or tt^in and ottier supplies to anottier party, ttie party receiving ^ same stiaH 
promptly, upon receipt of biliinc ttieiefor, reimburse ttie party fumistiing ti>e same for its 
reason^le costs ttiereof. inckiding customary additives. 

2.9 User shall be responsible for ttie reporting anc* payment r f any milea f̂e, 
per diem, use or rental charges accruing on Equipment in User's account on ttie Joint 
Trackage. Ebaept as may tie specifk^ally provided fbr in this Agreement nottiing tierein 
contamed is r.iterided to change practtoes with respect to interchange of traffic t>etween 
ttie parties cr with ottier carriers on or atong ttie Joint Trackage. 

2.10 Except as ottienMise may tie provKied in ttie Agreement User stnR 
operate its Equipment over ttie Joint Trackage with its OVMI employees. t>ut tiefore s«d 
employees are assigned or pemiitted to operate Equipment over ttie Joint Trackage as 
heren provkkKl, and f rom time to time ttiereafter as and wtien reas<mably requested tiy 
Ov/ner. they shall t>e required to pass ttie appUcable rules examinatk>ns required by 
Owner of its own enr.ptoyees. Owner stiall delegate to specified User's officers ttie 
conduct of such examinations in the event User ctiooses to conduct such examinattons. 
If an OiMier officer conducts such exariinatKins of emptoyees of User, User shall pay 
Owner a reasonable fee for each employee so examined, such fee to i>e mutualiy 
agreed upon by ttie parties from time to time in a separatr • jraametK Notwittistanding 



any such examination. User shall be responsible fbr ensuring ttwt it, ^̂ mptoyees are 
qualified and have taken all such rules examinations. During ttie initial s«. rt-up per*-1 
User shall aUow Owner's pitot at Users sole coet and expense, to accon^iHiy User 
over ttie Joint Trackage as Owner may in its reaaonable judgment deem necessary 
Should Owier ever require a pitot on User's Equipment after ttie initial start-up pertod 
on a frequent basis, ttiat matter stiall be referred to ttie Committee for resolution. 

2.11 If any emptoyee of User shall neglect refuse or M to ^Mde by Owner's 
mles. insfructions and resfrk^ons goveming ttie operation on or atong ttie Joint 
Trackage, such emptoyee shall, upon written reque^ of Owner, be prohibited by Lser 
from working on ttie Joint Tn^ckage. If eittier party shall deem it necessary to hoW a 
fonmai investigation to establish such rn^glect nrfusal or faikire on ttie part of any 
emptoyee of User, ttien upon such notice presented in writing. Owner and User shaU 
promptly hoid a joint investigation in which ttie parties eoncamed shaH participate and 
bear ttie expense for ttieir respocJive officers, counsel, witiiesaes and enptoyees 
Notice of such investigations to User's emptoyees :»hall be given by User's offtoerB and 
such mvestigrtion shall be conducted in accordance witti ttie terms and conditions of 
schedule agreements between User and its emptoyees. If. in ttie judgment of Owner 
ttie result of such investigation wwrants. such emptoyee shall, i^xm writtMi request by 
Owner, be wwttidrawn by User from service on ttie Joint Trackage, and User shall 
release and indemnify Ovwier from and against any and all claims and expenses arisinQ 
from such wittidrawal. 

If the disciplinary action is appealed by an emptoyee of User to ttie National 
Railroad Ad îJtment Board or ottier ttibunal lawfuRy created to adjudtoate such cases, 
and if ttie deciston of such Doard or tribunal susteins ttie enptoyee's positic.-: sudi 
envloyee shall not ttiereafter be barred ftx«n s e n ^ on ttie Joint Track«»e by reason 
of such disciplkiary action. 

Z12 If any Equipment of User is bad ordered enroute on the Joint Trackage 
and (i) it is necessary ttiat it be set out and (iQ only Bght repairs to ttie Equipmetit are 
required. Auch bad ordered Fquipment shall be promptty repaired, and, ttiereirfter be 
promptly removed from ttie J iint Trackage by User. Owner may, upon request of User 
and at User's sole cost and expense, fumish ttie required labor and matenal «id 
perfomi light repairs to make such bad ordered Equipment sate for movement The 
emptoyees and Equipment of Owner *^ile in any manner so engaged or white enrxjte 
to or retuming to Owner's terminal from such an assignment shall tie coneiderad Sole 
Emptoyees (as hereinafter defined) of User and Sote Property (as hereinafter defined) 
of Us-ir. However, should OvwieTs emptoyees after repairing such bad ordered 
Equipment for User move directty to peifonn service for Owner's benefit rattier ttian 
retum to OMier's terminal, then User's exclusive time and babiiity wiU end wtien 
Owners emptoyees depart for work to be performed for Owner's benefit In ttie case of 
such repairs by Owrtmr to freight cars in Usei's account billing tti«efor shall be m 



accordaicn witti ttie FieM and Office Manuals of ttte Interchange Rules, adopted by ttw 
Association of Amehcan Railroads ("AAR"). hereinafter cafied interchange Rules', in 
effect on ttie date of performance of ttie repairs. Owner stiaU ttien prepare and sutimit 
biftins directiy to and collect from the car owner fcr car owner resporis^Mfity items as 
determined under sakl !.iterchang? Rules, and Owr>er ahaK prepare and submit bilfing 
directly to and cr';;,ct from User fa handling line responsit>dity items as determined 
under said Interct ange Rules. Owner also shall submit tiiiling to and collect fnsm User 
any diarges for re*, air to freight cars that are User's car ovmer responsibility items as 
determined under s^ id Intercfiange Rules, stiouki said car owner re^jse or ottierwise 
fail to make payment ttierefor. Repairs to locomotives shall tie billed as provkted fbr in 
Section 3 of ttiese General Conditions. 

2.13 tf Equipment oT User shall becoms derail d. wrecked, or ottierwise 
disabled \A4iiie upon ttie Joint Trackage, it shall be roraUed or cleared by Owner, except 
ttiat emptoyees of User may retail User's derfiiied Equipment on ttie Joint Trackage 
M îenever use of motorized on or off track equipment is not reqiwed; however in any 
such case, enptoyees of User shall consult with and be govemed by ttie directions of 
Owner. OMCMT reserves the right to rerail Equipment of User wtien, in ttie judgment of 
Owner. Owner deems it advisatite do so to minknize delays and interruptions to train 
movement. The reasonabte costs and expenses of retailing w clearing derailed, 
wracked or disatiled Equqsment stiall ^a bome by ttie parties in acconlance witti 
Sectton 5 of these (general Conditions. Services provkted imcx ttiis section stiail be 
billed in accordance >Mth Section 3 of these General Condittons. 

2.14 In ttie ew«nt EcMpnient of U^sr stiall be forcod to stop on ttte Joint 
Trackage, and such stoppage is due to insufficient hours of service remaining among 
User's emptoyees. or due to mectianical failure of User's Equipmttit (ottier ttian tiad 
ordered Equipment sutiject to light repairs pursuant to Section Z12), or to any other 
cause not resulting from an acctoent or deraihnent Onduding ttte f.ttkjrs of User to 
promptty repair and clear bad ordered Equipment pursuant to Section 2.12), and such 
Equtoment is unable to proceed, or if a train of User fails to maintain the speed 
required by Ov/ner on the Joint Trackage, or if, in emergencies, disabled Equipmertt is 
set out of User's ttains on ttie Joint Trackage, Owner s.hail have ttie optton to fumish 
motive power or such ottier assistance (induding txit not limited to ttie right to recrew 
Uset s train) as may be necessary to haul, help or push such Equipment or to property 
move the disat>l̂ -4d Equipment off ttie Joint Trackage. The reasonabte costs and 
expenses of rend«%nng such assistance stiall be bome tiy User. Servtoes provkted 
under this section shall be bUted in accordance witti Sectton 3 of ttiese General 
Conditions. 

2.15 User shall pay to Owner reasonabte etgpentk,̂  incuned by Owner in the 
issuance of timatabtes made necessary sotely by diangee a: the running time of ttie 
trains of User over ttie Joint Trackage. If changes in namintf tin»^ of tnurts of Owner or 



ttiind parttes. as vtteli as ttiose of User, require ttie issuance of timetables, ttien User 
shall pay to Owner tat proportion of ttyi eiqsenaes mcunned ttic one bears to ttie total 
number of parties dianging ttte running time of t̂ -)ir trains, if dtanges in rur.-iing time 
of ttains of Owner or third parties, but not ttiose cf User, reqtiire ttte issuance of 
timetables, ttien User shall not be required to pay a proportton of ttie anq̂ enees ncurred 
. connection ttierew«tti. 

2.16 User «{t OwrieTs requ-iit stiail be responsiite for reporting to Owner ttie 
statistical data catted for RI ttie Agreement whtoh may indude, but is not Hmtted tn, tfw 
nuntoer and type of Equipment and GTMs operated on the Joint Trackage. 

Sections. QiiUtiQt 

3.1 BilHng stiall be accomplished on ttie basis of data contain'.>d in a billing 
form mutually agieed to tietween the paHes. Such biHing forms shaM contaun mffident 
detail to permit computation of payments to be made hereunder. BiMng stiall tie 
prepared according to ttte rules, additivee, and equipment rental rates as putilistied t>y 
ttte Owner. User stiali pay to Owner at ttie Office of ttie Treasurer of O vner, or at such 
other tocation as Owner IT».̂  from time to time designate in writing, all ttte 
compensatton and diarges of every name and nature \Mik:h in and by ttie Agreement 
User is required to pay in lawful money of ttie Unitad Staim withki six^ (60) days after 
ttie rendition of bHls ttierefor. Bills stiall contain a statetnent of ttie amount due on 
account of ttie expenses incurrbd, properties and facUities provided and servicee 
rendered during the billing penod 

3.2 Errors or disputed itams in any biH shaii not tie deemed a v̂ iiti excuse for 
delayvig payment tiut shall tie paki subfed to subsequent aĉ ustment provkted, no 
exx̂ eption to any litil shaH tie honored, recognized or considered if filed sAer Itie 
expkation of ttrree (3) years from the test day of «he calendar month during which the 
bill is rendered and no tiill thaXi be rendered later ttian three (3) years (i) after the last 
day of ttie calendar month in wtiich ttie expense covered ttiereby is incurred, or (iQ in 
the case of claims disputed as to amotvit or liabifity, aftar ttie amount is settled end/or 
ttie liatiiiity is established. This proviston ŝ all not limit ttie ratroadive adjustment of 
billing made pursuant to exceftfton taken to origviai accounting by or under auttiority of 
ttie STB or retroactive aĉ ustment of wige rates md setttement of wage daims 

3.3 So much of ttte books, accourrts and records of each party tiereto as are 
related to ttie subjed matter of this >̂ greement otiali at al! reaaonalite times be open to 
inspection by ttie Juttiorized represenfartives and agents of ttte parties tiereto. AB 
tiooks. accounts, and records shall tie maintained to fumish reac^ full infomiation for 
each item in accordance with any applicatite laws or regulations. 



3.4 Shouki any payment become payabte by Ovwier to User under ttie 
Agreement, ttie provistons of Sections 3.1 and 3.2 of ttteae General CondSkins shall 
apply Witt*. User as the billing party and Owner as ttte oaying party. 

3.5 Either party hereto may Msign any receivables due it under this 
Agreement provkted, however, ttiat such assignments stiali not relieve the assigiior of 
any rigtits or obligations under the Agreement. 

Section 4 COMPLIANCE WITH LAWS 

4.1 With resped to oper^ton of Equipment on tti«i Joint Trackage, each party 
shall comply witti all appltoabte federal, state and kxai laws, rxites, regulauons, orders, 
dectstons and ordinances ("Standards"' and any Imktre on ttie part of «iy party to so 
comply shaU result in a fine, penalty, cost or d i a i ^ being imposed or assessed on or 
jgainst anottier party, such ottier party shall give prompt notice to ttie failing party and 
ttie failing party shall promptiy reimtxirse and indemnify tfie ottier party for such ffne, 
penalty, cost or diarge and ak expenses and attorneys' fees incurred in connection 
ttierewitti. and stiall upon request of ttie other party defend such action free at cu^t, 
distfge and expense to tt»^ ottier party. 

4.2 User agrees to con^ily frjHy witti aB appltoabte Standards concemkig 
"tiazardous waste' and "h.jrardous sutistances" ("Hazardous Materiate'). User 
covenents ttiat it stiall not tn»at or dispose r<f 1-lazardous Materials on ttie Jomt 
Trackage. User furttier agrees to fumish Owner Of requested) with proof, satisfactory 
to Owner, ttiat User is in such compliance. 

In the event any accident, bad ordered Equipment derailment widaitsm or 
wreck (for purposes of ttiis Section 4.2 and 4.3 hereinaner called cotteutively 
"Oerailmenf^ involving Equipment of or a train operated by Iteer carrying Hazvdous 
Materials stiall occur on any segment of ttie Joint Trackage, any report requirec t>y 
federal, state or tocal auttiorities stiali be ttie responstoility of User. User s t i ^ ateo 
advise ttie a wier/shipper of ttie Hazardous Materials involved in the Deraiknent and 
Owner. knmediat<!>ly. 

In ttie event of a Derailment Owner shall assume responsitiiiity for ckaning up 
any release cf Hazaroous Materials from User's Equipment in accordance witti aS 
federal, state, or local regulatory requirements. User may nave repreeentafives at ttie 
scene of ttie Derailment to observe and provkte informatton and reoommendattorts 
concemkig ttie characteristics or Hazardous Materials release and the cleanup effort 
Suvii costs stiali be bome in accordance with Section 5 of ttiese General Conditions. 

tf a Hazardous Matertels release caused by a deraiknent invotvkig Equipment of 
User, or on a train operated by User, results in contamination of real property or water 



on ttie Jomt Trackage or on real property or water adjacenl to ttie Joint Trackage 
(whettier such real property or water is oswied by Owner or a thtfd party). Owner stiall 
assume responsd>itity for emergency deaniq} conduded to prevent furttier damage. 
User stiall tie responsible for performing cleanup efforte thereafter. Any coste 
associated with cleaning up real property or watar on or a(^acent to ttie Jcmxt Trackage 
contaminated by Hazardous Materials shall be tKxne in accordance with Section 5 of 
ttiese General Conditions. 

If Hazardous Materials must be transferred to undamaged Equipment or trucks 
as a result of a retease caused by a derailment involving Equipment of User, or on a 
trwn operated oy User. User shaU perform ttie bansfer PROVIDE-D. HOWEVER that if 
ttie Hazardous Materiab are m damaged Equipment ttii^ is titoddng ttie Joint 
Trackage, Owner, at its optton, may transfer ttie Hazardous Materktls wRh any coste 
associated with stjch transfer t>omc in accordance w ^ Sectton 5 of ttiese General 
conditions. Trar^ers of Hazardous Materials by User shall only be conducted after 
being authorized tiy Owner. 

4.3 The total cost of clearing a Deraihnent deaning up any Hazardous 
Matenals released during such Derailment and/or repairing ttie Joint Trackage or any 
ottier property dan^«ged ttiereby stiall be bome by ttie party or parties liabte ttierefor in 
accordance with Miction 5 of ttiese General Conditions. 

4.4 In tte svent of reteane of Hazardous Materials c used tiy faulty 
Equipment or thirc parties, cleanup yM\ be conducted as stated ki Secttons 4.2 and 4.3 
(/ ttiese GencHal Conditions. 

Sections LJABILITY 

5.1 QfCttOi. The provistons of ttiis Section 5 shall apply only as tietw^an ttie 
parties hereto and are sotely for their benefit. Nottiing heieto is intended to be for ttie 
t>er:afit of any person or entity ottier ttian ttie parties hereto, tt is :tie expitoit intention of 
ttH psttes hereto ttiat no person or entity ottier ttian the parties tiereto is or stiall be 
enitted to bhng any action to enforce any proviston hereof against any of ttie pvtes 
heroto, and the assi^npttons. indemnities, covenants, undertakings and i^eements set 
forth herein shall be sotely for ttte tie-:- '̂* of. and stiall be enforoeatiie only by, the 
parties tiereto. Notwithstanding anything contair J in this Sedion 5, no provisions 
hereof shall be oeemed to deprive Owner or User of the rigtit to enforce or shaU 
otherwise restiid any remedies to whkii ttiey woukl ottierwise be entitted 'jnder ottier 
provistons of this Agreement as a result of the ottier party's feature to perfomi or 
observe any ottier obligation or duty created by ttiis Agreement Ttte provistons of ttiis 
Section 5 shall apply as between ttie parties hereto irrespective of ttie terms of any 
ottier agreeinente tietween the parties tiereto and ottier raikoads using the Joint 



Trackage, and ttie alkicatnn of liabilities provkted for herein shall control as between 
ttie parties heietu. 

5.2 Pgfinit>on» and COVtruntS. fhe parties agree ttiat for ttie purposes of 
this Sedton 5: 

(a) The tenn "Emolayfiad}" 3f a party sfiaii mean all oiftoars, agente, 
emptoyees and conttadors of ttiat patty. Such Enptoy*es stiafi be 
ti^eated eittier as "Sote Emptoyees' or "Joint Emptoyees", as herekitfler 
specified; 

(b) "Sola EmPtoyg^' and "SoP.. Prooertv" shafi mewi one or more 
Emptoyees, Equipment toob and o;her equipment and machkiery white 
engaged in, en route to or from, or ottierwiee on duty incktent to 
perfomiNig servioe for ttie exdusive benefit of one party. Pitote fumished 
by Ovwier to assist in operating Equipment of User shall be consktered 
ttie Sote Emptoyees of Urer white engaged to such operations. 
Equipment shaH be deemed to be ttw Sote Property of ttie party receiving 
the same at such time as deemed kiterdianged under AAR mles or 
applicat>te interchange agreements, or when such party is responsitite fbr 
ttie car hire or per dtem for ttte Equipment under agreement between ttte 
parties; 

(c) "Joint EmPtey^" «tiaH mean one or more Emptoyees white engaged to 
mainteinkig, repairing, constructing, rene^Mng. removing, knpeding or 
managing ttie Jokit Trackage or rnaking Changes in and/or Additions to 
ttie Jotot Trackage for ttie benefi: of botii of ttie parttes hereto, or white 
preparing to engage to, en route, to or from, or otherwise on duty tocktent 
to performtog such service for ttie benefit of botti partkM; 

(d) "Joint PrOPCrtŷ ' thaii mean ttie Jokit Trackage and aH appurtenances 
ttiereto. and all Equipment toob and ottier equipment ano machinery 
white engaged to maintein»ig. repairing, constructing, renewing, 
removing, inspecting, managkig or making Changee to and/or Additions to 
ttte Jomt Trackage for ttie benefit of botti of ttie p«tkM hereto, or white 
being prepared to engage in, en rouM or from, or ottierwtee incident to 
performing such servioe; 

(•) 1M9 and/gr ParoiOT' «hall mean injury to or deatti of any person, 
mdudtog Emptoyees of ttte parties hereto, and toss or damme to «iy 
property, mdudmg property of ttie partes hereto and proporty bemg 
ttmsported by ttie parttes, vt̂ k:h arises out of an tocktent ocoaring on, 
ttic Joint Tradcage and shall indude liabiUly for any and aH dain'^ suita. 
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demands, judgments and damages resuttin î from or aristog out of such 
injury, deatti. loss or damage, except liabfli^ for punitive and exenviary 
damages as specified m the next foUoMmg sentence. Loss and/or 
Damage shall indude all costs and expenses inddenlal to any damis. 
suits, demands and judgments, irx^idvig attorneys' fees, court costs and 
other coste of investigation and litigation. LJOSS and'or Damage shall 
further include ttie expense of clearing wrecked or derated Equipment 
and the costa of er '̂ironmental protection, mitigation or dean up 
necessitated by such wreck or derailment and shaH mdude any liabilities 
for any ttiird-party daims for personal mjury or d«»atti. property damage. 
r;atural resource damage, or any penalties, judgments or fines associated 
v̂ ith a release of any contammante resulting from such wreck or 
deraiknent Loss and/or Damage shaR be reduced by my amount 
recovered from third parties; 

0) Operating Emptoyees of Owner whose servtoe may be jointiy used by ttie 
parties hereto tor ttie movement of trams over ttte Jomt Trackage, 
including, but not limited to, ttam dispatdiers, toam order operators, 
operator clerks and \Mitchmen stiall at ttie time of perfbnming ttieir 
services be deemed to be Sote Emptoyees of the party hereto fbr iMhoae 
benefit »aid services may be separately rendered (during ttie time tttey 
are so separately rendered) and be deemed to be Jokit Emptoyees ofthe 
parties hereto at such time as ttieir servtoes may be rendered for ttie 
parties' joint benefit; 

(fl) All Emptoyees, Equipment toob and ottier equipment and madunery 
ottier ttian as described in (t), (c), (d) or (f) above or m Section 5.4. shaH 
be deemed ttie Sote Emptoyees of ttie emptoyuig party and ttie Sote 
Property of the using party, 

(h) Any railroad not a party to ttib Agreement heretcifore or hereafter 
admitted to ttie use of any portion of ttie Jomt Trackage, shaH, as between 
ttie parties hereto, be regarded in ttte same light as a ttnrd party. Wfttiout 
limiting ttie generaRty cf ttie foregoing, neither of ttm parties hereto 
assumes 4ny responsibility to the ottier under ttte provistons of ttib 
Agreement for any Loss and'or Damage occastoned by ttie acts or 
omisstons of any emptoyees of any such ottier railroad, or for any Loss 
and/or Damage whtoh such ottier raikoad shall be obligatod to aaaume in 
whole or in part pursuant to law or any agreement relating to such other 
raikoad's use of any potton of ttie Jomt Trackage; 

(0 For ttie purpose of ttib Sedion 5, Equipment of foreign Hnes being 
detoured over ttie Jomt Tracks^je, and aH persona ottier ttnn Joint 
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Emptoyees engaged in moving such Equipment, shall be considered ttie 
Equipment and Emptoyees of ttie party hereto under whose detotr 
agreemem or ottier ausptoes such movement»tieing made. 

5.3 Remiburaef.lent and Defense. The partis agntM th9^ 

(a) Each party hereto shaH pay promptty Loss and/or Damage for whtoh such 
party shall be liabte under ttie provistons of thb Section 5, and snaU 
indemnify ttie other party a '̂amst such Loss and/or Damage, kiduding 
reasonabte attorneys' fees and coste. If any suit or suite shaB be brotight 
against eittier uf ttie parties hereto and any judgment or judgment shai: be 
recovered whtoh sakl party is compeNed to pay, and ttie ottier party ithaU 
under the provbtons of ttie Agreement be sotely liabte ttierefor, ttian ttie 
party which is so liabte shall promptty repay on demand to ttte ottier party 
paying ttie same any monies w^ich it may hawe been requked to fMy. 
whether in the way of Loss and/or D a m ^ . costa. fees or ottier 
expenses; and if ttie Loss and/or Damage in such case or cases b joint or 
allocated between ttie parties to ttie Agreement the part̂ ' defendant 
paymg ttie same or any costa. fees or ottier expenses shaH be rMnbursed 
by ttie ottier party as altocated pursuant to ttib Agreement 

(b) Each party covenamta ano agrees vMtti ttte ottier party ttnt tt wifl pay for a l 
Loss and/or Damage, botti as to persons and properfy. and related cnsta 
whtoh it has herem assumed, or agreed to pay, ttte judgment of any court 
in a suit by ttikd party or pc-'Jcs to ine ooritrary notwittistanding, and will 
<orever indemnify and save hanntess ttie ottier party, ita successors and 
assigns, from and agamat all liability and dakns ttierefor, or i>y reason 
thereof, and will pay, satisfy and diadiarge all judgmenta ttiat may be 
rendered by reasor ttiereof. snd all ooeto. diaries and expenses kiddent 
ttiereto; 

Each party hereto shaH have ttie sote right to sattta. or cause to be settled 
for !t, all dainns for Loss and/or Damage for wtitoh auch party shaO be 
sote.y liabte under ttie provbtons of tt>'..> ̂  iction 5. and the sok right to 
defend or cause to be defended all suiti for ttie recovery Of any i jch Loss 
and/or Damage for whtoh such part>' shall be sotely liable under ttte 
provisions of tr b Sectton 5; 

User shall provide written notice to Owner of ^ aocktente or eventa 
resulting :n Loss and/or Damage wittim seven (7) days of ite diacovery or 
receipt of notiftoatton of such occurrence; 
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(e) In ttie event botti parties hereto may be liabte fbr any U s s «id/or 
Damage under ttte provbtons of thb Sedton 5 ("Co-Liabte"). and ttie 
same shaH be settted by a vokmtary payment d money or ottier valuabte 
consideration by one of ttie parties Co-Uabte ttwrafbr, release ftom 
iiability shall be taken to and in ttte name of all ttie parties so liabte-
however, no such settlement in excess of ttie sum of One Huncked 
Thou- and DoHars ($100,000) shall be made by or for any party Co-Liabte 
ttierefor wittiout ttie written consent of ttie ottier parties so Kitote but «iy 
settiement made by any party in conakteration of One Hundred Thousand 
Dolters ($100,000) or a tesser sum shaH be binding upon tfie ottier parttes 
and allocated m accordance witti Section 5.5; and no party shafl 
unreasonably \Mttihokl ita consent to a setttement proposed by ttie ottier 
party; provided, howsver, that faihfre by a party to secure consent from 
ttie ottier shall not retease such ottier party to ttie axtent ttie party who 
failed to obtato such consent demonstiates ttiat ttie ottier party w«t not 
prsiudjcedby suchteHure. K - y »w» noi 

(f) claim or suit Shan be commenced agamst any p«ty hereto for or 
on account of Loss and/or Damage fbr whtoh wiottter parti Hereto b or 
may be sotely liabte or Co-Uabte under ttie provbtons of ttib Section 5 
the party agamst \Ahoni such clarni or suit is conmienced shall give to 
such ottier party prompt notice m writing of ttie pendency of such dakn or 
»uft and ttiereupon such ottier party shaH asaume or jom m ttie detenee 
of such dakn or suit as foltows: If ttie dakn or suit mvoives Loss and/or 
Damage to ttte Sote Emptoyees or Sote Property of a party or ita krvkee or 
property in ita care, custody or conlrol, ttiat party shall assume and 
cortrol ttie mvestigation and defense of such dakn or suit if ttte dakn or 
suit mvoives Loss andtor Damage to ttikd p«ties. Jomt En^itoyees or ttie 
Jomt Trackage, ttie party v«^se Sote Emptoyees or Equipment were 
involved in ttie incktent shaU mvestigate and defend such dakn or suit 
and if such dami or suit mvoives Loss andtor Damage to ttikd parties 
Joint Emptoyees or ttie Jomt Trackage aid neittier or botti pvtys 
Equipment and Sote Emptoyees were mvolved m ttie mcktont Owner 
shall investigate and defend such claim or suit prt.^ded ttiat ttte ottier 
party abo may participate in ttie defense of »iy of ttie loregoirm if it may 
have liability as a result of such incktent 

(g) No party hereto shafl be conclusively bound by any judgmenta a^kiat ttie 
ottier party, untess ttie fonner party shalt have had r e a s o n ^ notice 
requiring or pennitting it to mvestigate wid defend and reasonabte 
opportunity to make such defense. When such notice and opportunity 
shall ftave t>een gk/en, ttie party so notified and ttie ottier pwYy shaH be 
condusively bound by ttie judgment as to aU matters whtoh couW have 
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been litigated m such suit i.iduding wittiout ionitation a datarmination of 
the relative or ccmparative fault of ««ch. 

^ '̂  Wro^f iind Pgraiintent- The cost and expense of rapMing bad ordered 
Equipment dearing wrecks or ottienvbe dbabted Equipment or rerailing Equipment 
(and ttie costa of repak or renewil of damaged Joint Trackage or adjacent properties) 
shall be bome by ttie party whose Equipment was wrecked, disabled, or derailed or 
caused such damage. All Emptoyees or Equipment white engaged ki. en route to or 
from, or ottienMse incktent to operating vM^er or work trans decmng wrecks 
disabled Equipment or Deraiknenta or engaged in repak or renevMil of ttie Jomt 
Trackage subsequent to any such wreck, dbabilily or Deraiknent shall be deemed to 
be Sote Emptoyees and/or Sote Property of the party whoee Equipment was wrecked 
disabted or deraited. However, such Employees or Equipment white en route froni 
perfonning such dearing of î êcka. dbabted Equipment or Oerat.'menta or repaking or 
renewing ttie Jomt Trackage to perfomi anottier type of servtoe. shall not be deemed to 
be perfonring sendee incktent to ttte instant wreck, disability or Deraiknent 

5.5 Aflfiatifia. 

(a) Each party shaH bear aU costa of Loss and/or Ovnage to ita Sote 
Emptoyees or ita Sote Property, or property ki ita care, cuatody or confrol 
or ita invitees wittiout regard to which party was atfmM. 

(b) Loss and/or Damage to ttwd parttes (i.e.. any perMn or entity ottier ttien 
a party hereto, a Sote Emptoyee of eittier party, a Jomt r̂ n̂ toyee or an 
invitee of eiiher party) or ttiek property, to Jomt EnwAayê  oi ttier 
propeity or to Joint Property shaH be bome by ttie parties hereto as 
foltows. 

(0 f the Uss and̂ or Damage b attributabte to ttie acta or omiastons of 
only one party hereto, ttiat party shaH bear and pay aU of such Loss 
and/or Damage. 

(il") If such Loss and/or Damage is attrtoutabte to ttie acta or omissions of 
more ttian one party hereto, such Loss and/or D«nage stiaH be bome and 
pato by ttiose parties in accordance witti a compwative ncgiigence 
standard, whereby each such party shaH bear and pay a nortton of ttte 
Loss and/or Damage equal to ttie degree of causative fautt or percentage 
of responsibility for ttie Loss and/or Damage attributaibte to ttiat rm*y 
without regard to laws limiting recovery if one party b more ttian f 
pero«it(50%)atfault 
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(iii) I OSS and/or Damage to tiiird parties or Joint Emptoyees occurring m 
such a way ttiat it cannot tie determined how such Loss andtor Dwnage 
came ai>out shaH be apportioned equally between ttte parttes, provkted 
that, without Iknibrtion, User stiall not bear or mcur any liabiKty for daims, 
suite, demands, judgmrita. tosses or damages resultmg from 
envkonmental contamination of or h arious matertel on or released from 
the Joint Trackage, except conta.nirtetion or a retense of hazardous 
materials from User's own Equipment or caused by or ariskig from ttie 
actions or oinisstons of User or User's Emptoyees. and ttien only in 
accordance with ttte other provistons ttereof. 

(e) The parties agree ttiat ttie cha aderization hereto of certain Emptoyees 
as "Sote Employees' or "Jomt Emptoyees" b only for ti.e purpose of 
allocating Loss and/or Damage suffered by ttiose Emptoyees. Except as 
specified in subsection (a) of ttib Section 5.5 (wtitoh provktes for ttte 
allocation of certaki Loss and/or Damage between ttie parties wittiout 
regard to fault), no party shall be liabte for ttie acta or omissions 
(negligent or ottienMise) of any ottier part/s Emptoyee. 

5.6 OWNER AND USB^ EXPRESSLY INTEND THAT VWERE ONE PARTY 
IS TO INDEMNIFY THE OTHER PURSUANT TO THE TERMS OF THIS 
AGREEMENT. SUCH INDB/Wmr SHALL INCLUDE (1) INDEMNITY FOR THE 
NEGUGENCE OR ALLEGED NEOUGENCE. WHETHER ACTIVE OR PASSIVE. OF 
THE INDEMNIFIED PARTY VWERE THAT NEGUGENCE IS A CAUSE OF THE LOSS 
OR DAMAGE; (2) INDEMNITY FOR STRICT LIABILITY OF THE tNDQWWIRED 
PARTY RESULTING FROM A VIOLATION OR ALLEGED VIOLATION OF ANY 
FEDERAL, STATE OR LOCAL LAW OR REGULATION BY THE INDBWWIFIED 
PARTY. INCLUDING BUT NOT L»«TED TO THE fEDEPAL Bk/PLOYERS UABILTTY 
ACT CfELA'), THE SAFETY APPLIANCE ACT, THE BOILER INSPECTION ACT. THE 
OCCUPATIONAL SAFETY AND HEALTH ACT fOSHA-). THE RESOURCE 
CONSERVATION AND RECOVERY ACT (TICRA"). THE COMPf^HENSIVE 
ENVIRONMENTAL RESPONSE, COMPENSATION. AND LIABILITY ACT f CERCLA"). 
THE CLEAN WATER ACT fCWA"), THE OIL POLLUTION ACT fOPA"). AND ANY 
SIMILAR STATE STATU't'E IMPOSING OR IMPLBMENTING SIMILAR STANDARDS; 
AND (3) INDEMNITY FOR ACTS OR ALLEGED ACTS OF GROSS NEGLIGENCE OF 
THE INDEMNIFIED PARTY, OR OTHER CONDUCT ON THE PART OF THE 
INDBANIFIED PARTY FOR WHICH PUNITIVE DAMAGES MIGHT BE SOUGHT. 

Section 6. ARBITRATION 

6.1 ff at any time a questton or controversy stiall arise behwsen ttie parties 
hereto in connection with ttie Agreement upon which ttie parties carmot agree, such 
questton or contiroversy stiall be submitted to and settted by wttitration. lintess ottier 
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procedures are agreed to tiy ttie parties. 2ut>ittation between ttte parties pursuartt to ttib 
Section 6 shall be govemed by ttie mles and procedwes set forth in thb Section 6. 
The parties acknowtedge tttet ottier procedures tiave been agreed to for resokition of 
dbputes concemkig compliance with ttie BNSF-UP/SP Dbpatdikig Protocob (attadied 
hereto as Attactiment 1) M^ch procedures are set forth m Paragraph 13 ttiereof. 

6.2 If the parties to ttte dbpute are able to agree upon a smgte competent 
and disinterested arbitiator wittim twenty (20) days aStm written notice by orte party of 
ita desire for artiitration to the other party, ttien ttie question or controversy sliaH tie 
submitted to and settled by ttvat single artiittator. Ottierwise, any party (ttie notifykig 
party) may notify ttte ottier party (ttie noticed party) in writing of ita request for 
arbitiation ano nomkiating one arbitrator. Within twenty (20) days after rece^ of sato 
notice, the noticed party stiaM appomt an arbitrator and notify ttie notifykig party to 
writing of such appomtment ShouW the noticed party faU wittim twenty (20) days after 
receipt of such nottoe to name ito arbittator. sakl arbitiator may be appointod by ttie 
Chief Judge (or acting Chief Judge) of ttie United States Distrid Court for ttie Disttict of 
Cokimbte upon application by eittier party after tan (10) days' written notice to ttie other 
party The two arbitrators so chosen stiall seled one additional arbitrator to complete 
tiie board, tf ttie arbitiaicrs so chosen foil to a^ae upon an addittonal artiiirator, ttie 
same shall, upon application of a party, be appomted by sakl judge m ttte manner 
heretofore stated. 

6.3 Upon selection of ttie ari3itiator(s), saki arfoitiator(s) shaU. with reasonabte 
diligence, determme ttie questtons as disclosed m sato notice of arbiti'ation. sttaH give 
both parties reasonabte nottoe of tiie time and placa (of whtoh ttie art>itiator(s) stiaH be 
the judge) of hearing evidence and argument may take such evktence as ttte 
arbittator(s) stiall deem reasonabte or as eittier party may sutxnit witti witiiesses 
required to be swom, and hear argumenta of counsel or ottiers. tf an arbitiator dedmes 
or fails to act ttie party (or parties in ttie case of a singte artiittator) by whom ttie 
arbittator was chosen or said judge shall appoim anottier to ad m ttie artiitrator's ptaoe. 

6.4 After consklering all evidence, testimony and argumenta, sakl skigte 
arbitrator or ttie ms^rity of sakl board of artittators shaH promptty state such deciston 
or award and ttie reasonmg for such decbton or award in writing wtitoh stiaU be fmal, 
bindkig, and conclusive on all parties to ttie artsitration wtien d^ivered to ttiem. Ttie 
award rendered by tiie arbitratDr(s) may be entered as a judgment m any court havmg 
jurisdtotion ttierecf and enforced as between ttie parties without furttier evktentiary 
proceeding, ttie same as entered by ttie court at the conduston of a judicial proceeding 
in which no appeal was taken. Until ttie art>ittator(s) shall issue the fkst deciston or 
award upon any questton submitted for arbifration, performance under ttie Agreement 
shall continue in ttie manner and form existing prtor to ttie rise of such questton. After 
delrvery of said first deciston or award, each party stiall forthwitti comply wkh sakl fkst 
dedsion or award immediately after reoervkig it 
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6.5 Each party to ttia arbifration shaH pay aH conpensation, costa, and 
expenses of ttie arbitiator ippomted in ita behatf and aH fees and expenses of its own 
witnesses, exhibita, and counsel. The compensation, cost and eiq>enses of ttie skigte 
artiitrator or the additional arbitrator in ttie tioard of artiitratori stiaH be pato to equal 
shares by all partes to ttie arbitration. 

6.6 The parties may obtaki discovery and ofter evktence in accordance with 
the Federal Rules of Civil Procedure Rutes 26 - 37. and Federal Rules of Evktence. as 
each may be amended from Jme to time. 

6.7 Interest computed annually, at a rate equal to ttie Prime Rate pJus two (2) 
percentage pomts. shall be applied to any and aU artNttator's awards requkmg the 
payment of money and shaU be calculated from thkty (30) days foOowkig ttie date of the 
appltoabte arbittation deciston. The term 'Prkne Rate" shaH mean ttte mkimuTi 
commerdal lendmg rate charged by banks to ttiek most credit̂ wDrthy customers fbr 
short-term toans. as putiHstied daily in the WaH Sfreet Journal. 

Section 7. GOVERNMENTAL APPROVAL and ABANOONMPWr 

7 1 Owner and User shall, at ttiek respective cost and expenae, mitiate by 
appropriate appltoatton or petition and ttiereafter dSigentty prosecute procaedkigs for 
ttie procurement of all neoesswy consent, approval or auttiority fttim «iy govemmental 
agency for ttie sanction of ttie Agreement and ttie operations to tie canried on or 
conducted by User ttiereunder. User and Owner agree to cooperMe foBy to procure aU 
such necessary consent approval or auttwrity. 

7.2 In the event Owner stiaU be invokmtariiy dispossessed, mdudmg by 
ttireat of condemnation by competent pitolto auttiority. of ttte right to operate upon «id 
makrtam any portion of ita Jomt Trackage and Owner fatts or dedkicMi to replace sakl 
Joint Trackage, Owner shaH have no obligatton hereunder to provkte backs m 
replacement of such Jomt Trackage ftir User's use. and Jier shaH have and shall trmke 
no daim of any kmd. legal or ottienMise. agamst Owner for ftMkjre to provide such Joint 
Trackage for User's use. 

V .3 To ttie extent that 0«'«ier may taptMty do so. Owner reserves to itaelf ttie 
exdusive right exercisabte at any time dunng ttie Ute of ttie Agreement wittiout 
concurrence of User, to elect to atiandon all or any part of ttie Joktt Trackage by givkig 
«x (6) monttis* pnor written notice to User of ita intentton so to do (Ttotice of 
Abandonment"). 

Owner ShaH. concurrent witti ita Notice of Abandonment if legally abte to do so. 
give to User ttie option to purchase ttie part or parts of ttie Jom* Trackage ttiereof to be 
abandoned at ttie Net Lx|uklation Vakie ttiereof. on ttie date of sakl notice. "Nat 
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Lk)uklation Vakje" shall mean fak market vahje of land teid salvage vakie of frack. 
componenta a - : other Udlities tess estknatad cost of removal. User stitf have ttvae 
(3) months from ttie date of receipt of Owner's notice to exercise ita option and stiaH 
evktence ttte exerdse of ita option by givmg Owner vwitten notice ttiereof. Thereafter 
User ShaH knmedtetely make appropriate appltoation to secure afl necessary 
governmental auttiority ftir su'.i fransaction. Wittim ttikty (30) days foUowkig ttie 
effective date of all requbite govemmental approval o.' the trwisaction, Uaer shaU pay 
to Owner ttie amount of money required to piffcftase sakl Jomt Trackage to be 
abandoned att a aforesaki Net Lkiuklation Vatoe. Upon ttie recerpt of payment of such 
sum, ttie Agreement shaH termmate as to ttte part of ttie Jomt Tradcage so purchased 
by User. Contemporaneously witti such payment by kistrument or insfrumenta. Owner 
shall convey and assign by good and suffictent quit dakn deed o- deeds. biUs of sate or 
ottier insfrimienta, ail of OiMier's right titie, interest and eqw-.y, m and to ttie Joint 
Trackage so purchased. Owner agrees ttiat it shall promptty ttto aH necessary action 
to obtam from ttie frustees of ite mortgages all releases or satisfactions covering ttie 
same and shall deliver to User such instnmienta. 

tf User faib to exmrase the option hereto granted wittim ttie time and m ttie 
manner above specified. Owner may forthwitti proceed free of all obligation to User to 
abandon ttie portion of Jomt Trackage or make ap|. apriate appKcation. if necessary, to 
secure all necessary governmental auttiority ftir such iHaandonmant Iteer ai^ees that 
at such time it shall concurrentty make apf.lica*ton for aH necessary govemmental 
auttiority for atiandonment of ita right to operate over such Jokit Trackage. The 
Agreement shall termmate as lo ttie section of Jomt Trackage so abiindoned upon ttie 
effective date of such approval by governmental auttiority. 

7.4 Owner and User each shaH be responstote for and shaH bex Wior dakns, 
and emptoyee protection payabte to. ita own respedive emptoyees (and enptoyees of 
ita respective affiliated companies) kiduding any amounta ttiat eittier Owner or User 
may be lequked to pay to ks own respective emptoyees pursuant to labor protective 
condition:! tmposed by tfie STB. 

Section-fi. CATASTROPHIC EXPENgfi 

Catastrophto expense to ttie Jcjit Trackage, such as, but not Ikrrited to, ttort 
ariskig from ftood, earttiguake or acta of God. etc, in excess of Oite Hundred 
Thousand Dollars ($100,000) for each occun-enoe shaU be bitted m addition to ttte GTM 
•^ates and apporttoned on ttie basb of ttie parties' GTMs operated over ttie Jomt 
Trackage for ttie tsMlve (12) montti pertod ending knmediately prtor to ttie fkst day of 
ttie month of occurrence. 
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Sedton 9 TERM 

9.1 TTie Agreernerit shaH tte eftective î Hin execution for a term of nmety-rikie 
(99) years, provkted. bovmver, the trackage rigttta grantad to Iteer pursuant to ttie 
Agreement shall not beconte eftective until ttie aoqubition of control of SP by liP 
pursuant to STB Fmance Docket No. 32760. and provkted abo that m tfie event ttie 
acqtiisitton by UP of confrol of SP b finally disapproved by the STB and ttie time for 
any appeal lias passed or. if ttie disapproval was appealed, ttie disapproval was 
affkmed on appeal, ttie ttackage righta granted pursuant to ttie Agreement stiaH be of 
no force and effed and the Agreement shall temimate. User stiaU tiave the rigtit to 
terminate ttie Agreement î ion twelve (12) monttis' prtor written notice to Owner. 
Liabilttes created tmder this Agreemem, if it becomes effective and is later termmated, 
shall survive such termination. 

9.2 Upon termmation of ttie Agreement or any pariial temikiation, as ttte 
appkcabte case may be, however ttie same may occur. User stiaH be released frcm any 
and aH marmer of obHgations and stiall be deemed to have forever relkiquished. 
abandoned, surrendered and renounced any and aH right possessed by User to 
operate over ttiat part of the Jomt Trackage to whtoh such termmation ^ipked, and as 
to such part. User stiall forever release and discharge Owner of an<j from any and aH 
manner of obligations, dakns, demands, causes of action, or suite wtitoh User migtit 
have, or \A4iich might sutisequentty accme to User growmg out of or in any manner 
connected witti. directty or mdrectty. ttie contractual obligations of Owner imder ttie 
Agreement m all eventa provkted. however, ttie aforesakl relmqubtiment 
abandonment, surrender, renunciation, release and discharge by User stiafl not m any 
case affed any of ttie righta and obligattons of eittier Owner or User whtoh may have 
accmed, or Itetiilities accrued oi otherwise, which may have arisen prior to such 
termination or partial termmation. Upon any termination. Owner stiaU remove from 
Owner's right of way mry connecting ti^ick, and any exdusive facHity of User, at User's 
expense witti salvage to be delivered to and reukied by User. Upon wiy partial 
terminatton of ttie Agreement however ttie same nray occur, ttie terms and condittons 
tiereof shall continue and remain m full force and effed for ttte balwice of the Jomt 
Trackage. 

Section 10. ASSIGNMENT 

Except as provided m Sedton 3.5 and m the sentence inmedialaiy foUowmg, 
the Agreement and any rigtita granted hereunder may not be assigned m wlicte or m 
part by Owner or User wittiout ttie prtor written consent of ttie ottier. The Agreement 
may be assigned by Ov»mer or User wittxxit ttte prior written consent of ttte ottier only (j) 
as a resutt of a merger, corporate rLorgani: ation. conaoiklation. change of conttol or 
sate of substantteHy all of ita asseta, o-: (ii) to an affiiiate of ttie assigning party where 
ttie term "affiKate" means a corporation, partnership or ottier entity controHed. 
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contixillmg or under common control vMtti ttte assigntog party. In the event of an 
auttiortzed assignment, the Agreement and ttte operating righta hereunder stiaH be 
btndmg upon ttie successors and assigrta of ttie partia« 

Sedtonll QEEAULI 

11.1 Notwithstanding ttie provbtons of Sectton 3 of ttwse General Conditions, 
eittier party hereto daimtng default of any of ttie provbtons of the Agreement (induding 
ttiese General Conditions) shafl fumish notice and Mitten demand to ttte ottier piarty ftir 
perfomiance or compliance with the covenant or conditton of ttie Agreement dakned to 
be in default which nottoe shaU specify wUierem and m wtiat resped such default is 
claimed to exbt and shall specify ttie particular Sectton or Sections of ttte Agreement 
under \^ich such dakn of default b made. 

11.2 tf ttie defautt shall continue for v i addNtor lariod of ttikty (30) days 
after receipt of such written nottoe and demand, and s .̂. :h default has not been 
remedied wrihm sato ttiirty (30) day period, or reasonabte steps have not been nor 
continue to be taken to remedy a faitore or default v^ich cannot reasonably be 
remedied wittim sato ttikty (30) day period, and such default retates to ttte provistons 
and terms of ttie Agreement, eittier party shall resort to timdtog ariMtration provkted ttiat 
ttie arbkrator . nail not have the auttiority to amend, modify or termmate ttie Af^aement 

11.3 Failure of a party to dakn a defautt stiaH not constitute a waiver of such 
default Eittier party hereto entitted to daim default may waive any such default but no 
action by such party in waiving such default shall extend to or be taken to effeU any 
sutisequent detauKs or impak ttie righta of eittier party here/to reauttkig ttiarafrom. 

Sedton 12. OTHER CONSIDERATIONS 

12.1 The Agreement and ead: and every proviston tiaraof b for Hie exdusive 
benefit of ttie parttes hereto and not for ttv benefit of any ttiktl party. Ncttikig hereto 
conteined stiall be taken as creating or mcreasing any right m any thai person to 
recover by way of damages or ottierwise agamst any of the parties hereto. 

12.2 tf any covenant or provbton of ttie Agreement not materal to ttie right of 
User to use ttie Joint Trackage stiaH be adjudged vokl, such adju<teatton shall not 
affed tiie vaUdity. obligation or performance of any ottier covenant or proviston whtoh b 
in itself vaikl No controversy conceming any covenant or provision stiaH detoy ttie 
performance of any ottier covenant or provbton. Shouto any covenant or proviston of 
ttie Agreement be adjudged voto, ttie parties shaU make such ottier anangementa as 
WiH effed the purposes and mtem Of ttie Agreement 
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12.3 In ttie event ttiere shaU be any conffid between ttte provbtons of ttiese 
General Condktons and ttte Agreement ttie provistons of ttie A^yemant shaM prevail, 
except tiiat ttie defmHton of Jomt Trackage set fortii ki Section 1.7 of ttiese General 
Conditions shall prevaH. 

12.4 Afl section headkigs are inserted for convenience only and ahaU not ^ted 
any construction or interpretation of ttie Agreement 

12.5 Reference to any agency or ottier organization shaU kidude any 
successor agency or organization, and reference to any mdex or mettiodotogy (e.tf 
RCAF-U. URCS. ete.). if such mdex or mettiodotogy ceases to exist or b no tonger 
avartabte. shall mdudc any substantiaUy skniter mdex or mettxxlotogy selected by ttie 
parties or. if ttie partvts faH to agree on such, one daiamwted by bmdkig artikration 
under Section 6 of ttiei e General Conditions. 

BHD OF EXHIBIT "B" 
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ATTACHMENT 1 

April 24,1996 

BNSF - UF/Sr DZSPATOCINC PROTOCOLS 

Daw* OBtea-BNSP 
Liay-sr 

UP 

1. SfiQBc: These protean ̂ pplycBsnnril liac KjnaittahcreBurtiBgtooNoctfaea 
Rsiboad CoDpaay or "Ibe AtcinoB, Topdta A Ssnte Fe lUflwiy Ccaii^^ 
rdmvd to joiatty or iadividailly as "BNSFO bst ttscksge x i ^ over tncks of tlx eatity 
or catibes renhiag fiem the mofv ef tee nil cffQiiSBS <tf'lteioe 
SoudUn Psciiie IIMI Cofpcnbea (wkkh wiU be ftftrnd to joist^ 
* ^ / S r ^ sod on all rafl Itec legmcna wbae UP/SP haa tatokage rigfafis ov«r tiaeks of 
BNSF. AB sack Jiflliaei win he tefianad to sf'̂ oiottteekate sad wfl! indude aUcuxrmt 
joint liaei 

To casoe tfate BNSF BKl UP/SP tniBS apencag oajoiat trMkagB are gi vol 
ei{ual drî arr k iihiait sfly dteumuaatiea B pranptecsst qoafaty o£ snviee or c£RcMocy 
sod tfast tbe oa^etitivcaesa of tenate opensiaBs cajois ttackage u aot 
affected by tbe fiiet tte the other fuboad owos the trade. 

3. fiiafnl iMlnfUnir BNSP«BdUPiOTwflliia»wriaeDiBaueuion<<oaIIp«oencl 

tenama[eiobcrfti|a»^eKacdya<ifihey%citesiiwofttie»KPiecUatoft^ 
and givcD cqoalctettmMt with tnins of tbe owner. TbsK iattuctaoos will be issued st 
agreed inten̂ als or ai the lê ueit of enhsr pany. 

4. MiMiHtw*̂  ^T*rTM At die r̂ ucet and cacpoiaeof&etmBatttK owner will make 
availabteujm|jiuu tctmkaU.tedaiea or capabflgkscranpanMbkte thoae avai^ as 
own riiipatrhm •>Kiimjj*»w f̂>̂ >fĉ j» it dupatctiea co that the caoi moaiim' the 

I tnnatbylhei 

5. XnttJllKBatlH;: The tenant win provide to the owner, aad icgnlarlyapdate, 
tsfbtnuiian abont its expected tnn OfMSShaas and (in^udng priorities, tmif-
oouutiiiiiwms, huiiqKmcrpertanliag ton, ec) ô arjoiataadcage, prefaably osmg 
dectroBie data niardiaage. Psiies win eMbiithnmtiaKK^^daids by train cat̂ ory 
bwed on eapected sate wJuriift ter aach hne segoMBL If aiin .̂ 'jaact arc diffiseot thas 
cxpo.4rdtecBa[̂ «imnfWti to fan time Standards win be nade by aiaiiri The 
tenatt wiU provide icliabfe aad csxoit iatenaskB ̂ bote ttaiia ap^^ 
trarkagr. iarkirtiag train aniwi oae and ttate rharsftcn'toi t. ptcfcnbiy by piDvidiog at its 
expense oan4igtar tenninals, tedhtka or aiMbiiitieB sfaewk̂  
tradcage. aifBrartflym advance ID alkiwdiatetthen IP pbn fer t h ^ Tbeownerwill 

« d ttiin or cgiupuiaB maiciionfc BNSP and UP/S? will ceoperaie to devetop a procets 
for flisrmsingnwirte nance wiaiuwsmadvneeandagyBeiyopsoasaottoadvenely 
aflheaarhartnlaaofcnecaum nwretfaan the* 



6. 

7. 

Bsmiettons 

10. 

T I rMM.iiiia^«a1^«ifrf*'nK BNSF aad UP/SP will at all times ppovkie to 

ttums. The lenaar wfll aiaiga prtoitees or laekigs ^ ^ J ^ ^ ^ ^ ^ J ^ J ^ J z ! ^ 
uak«tbeo«w»er'»P«w«*««»»a«**'*<*'"^*^ " • i n « » « ^ - - ^ 

r J t S ^ a tJtt«»»^P«l to" "-̂  « ^ 
C ^ ^ L Si^eitioasfixtfarsenantepsnd « t iutai^u..s..^^ft«. Jot Facdteê  
VP Tfaoapcmwm. and Joint Ttedeage Rightt' 

AX poiBB where aaatt ttMna «a«r joint n»dcag«^«ywj 

be provided by ttico^iga^atou^ charK«i«i« of 
rdattve pwiea of sflbetpd aias and »y»»f ^ ' • " ^ ^ " ^ " r : ^ ̂  . • ^ 
iadivktcsltnirxofbdhiiihoals. [Ifop««^ SwuST*^ 
to pri«etete dfficok or-*-ftem. BNSF a-l IJP/SP n«y jofa^^^ 
S ^ S r . ! ^ o f . B t « y t o i d n t i « e k a g e . J PtkawOlii m. r arr daily cn any drrnTrrining sequence of aaay toj _ . , . 
eooflicteooncgaing catty to jotet trackage te gun rfsniiifioB 

I iwiBiiaii iiae BNSF Mdlff/5Pwapre>^^ to eadî her. and keep carrcnt. lists 

Mpkwtescrve Sitttedaŷ CHdtay com t̂e fi»eoBBiaaacack« 
S S T K r ^ c e i e q a c - s a n d ^ o ^ Wkaefcaribteaadeccnnmiral, drAratrrfphooe 
tines « eoBvow haia wm be ê abhshfld fir teeae oooB esttottS. 

ApMiiae oificiab of oihff whoed win be actaaited 
"Me fir dispateLtag joint 
nd win be provided an offtoe m 

^ ( I U M ^ baft nboMte wffl take tcaaonabtesttps 

UP/SP mctaer; UP/SP wiU pay BNSf I . 
i « y ofanipervbosy onptoyee « be phced ^ 

hbwidaciood^ 



I I . eufKMUnLBlMMBIflMBIt BNSF sad UF/SP win ooopenle to develop train 
I aider wfaich tnte pcribmBoe ef tenant ttains on joist 

ite traia pafia una e ofthe owacr's twins BO the 
' aadpnonQ'. 

aad aBperyisow wapoeabte fiat diipatrh lag jotet trarkagr, bodi BNSF aad UP/SP will 
oonsidcrtsan pcrfimuiooeof teoaocaaissand cffccrivsMas in eoopssang wittt ffnant 
pccsoBBci and CDcenng tenant aapnoe rapsnnMsti te tee sanw mnner as aech tuson ttt 

hx«̂ Mei«» the owner's traas, peraeoael aad tequtrsBMnts. Ifboousa, 
t or salaries ofthoeepenoBS are aflbcad by pa fim—uiaeef the owner's tnins, 

; ofthe tBBBOt's ana sbUl be OQBiidCBed oa tbe saoa baau to ttie esoeA 

13. QlMgBteflUMBP The deatjMted uouiact supcrvnep sretiptitul to mise mmtiens, 
diaiipecBKiBs, eoaocras or dnpaaaa aboet conpliaBee widi dwte pioiooola piuuupdy as 
and when say Mch mttes ane aod te UM dtcir bat cffuiis te TOOIVB then* Ifsisaiier 
is aot icaohrsd to tee SBIISCKBOB efbulk partirti k wS be pmcnted to the Jonit Service 

If a saiisfteaaiy meUaioa caanoi be achir*«d by dK Joint Service 
, the aaasr win be aabBBtad a> Wadbg sciBBaqr shittateB befcre a ocntnl 

idtb fetirtaaa days. Tbe partias will agpee tn 
advance on the sanetuas available to tlie artiittaor to address fafluiea to oonply with 

IpRMOCOiS. 

14. MatfBcaflMM: Aithedtimateobjaetiveefthm pwaouuli tstfaeeyal, flcdbk and 
cffideBK iHBdIiBg an ttteoa of baft teSbnadk oajoia tndkage, theae ptoBiaâ  
modified at aay tana by OBAtel̂ pBaBBâ consiMBCwiftftttoî eetive. 
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\ Page Count 

US. Department of 
Transportation 
Oflice of the Secretary 
of Transportation 

Vernon A. Williams, Secretary 
Room 2223 
Surface Transportation Boardn 
1201 Constitution Ave,, N.W. 
Washington, D.C. 20423 

Assistant Secretary 
for Budget ana Prograr-.j 

May 24,1996 

400 Seventh St. S.W 
Washing.or D C 20590 

Re: Finance Docket .Mo. 32760 Oral Argument 

Dear Mr. Williams: 

Pursuant to Decision No. 36 in the above-referenced proceeding, the U.S. 
Department of Transportation ("DOT") hereby gives notice of its intent to 
participate in oral argument in this proceeding. DOT requests fifteen (15) 
minutes of speaking time, during which the undersigned will address ĥe effects 
of the merger on competition. We would also propose to discuss whethfjr 
conditions on the merger related to these subjects would be appropriate. 

Contrary to the historical procedural sequence in most past rail merger cases,. 
Decision No. 36 has called for parties to state their positions on the various 
applications and conditions requested prior to the submission of theii briefs. At 
this time DOT has not yet adopted a final position on all aspects of the merger, 
but will do so in its brief, which is scheduled to be filed on June 3,1996. 

m 2 3 1996 

Respectfully submitted, 

Paul Samuel Smith 
Senior Trial Attorrev 

cc: Hon. Jerome Nelson 
Ail Parties of Record 
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Item No, 

Page Count. 

yiiFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UP/SP-254 

.qnt UNION PACIFIC CORPORATION, UNION PACIFIC RAIL -D CCMPANY 
»̂  AND MISSOURI PACIFIC RAILROAD COMPANY 

CONTROL AND MERGER 
f » e " - l 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' REPLY TO KCS' "SUPPLEMENT" TO MOTION TO STRIKE 

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 MarV;et Plaza 
San Fr a n c i s c o , C a l i f o r n i a 
(4x5) 541-1000 

94105 

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.VJ. 
Washington, D.C. 20036 
(202) 973-7601 

A t t o r n e v s f o r Southern 
P a c i f i c .Rail C o rporation, 
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 Companv, SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Company 

CAi^L W-N 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 
Eight:! and Faton Avenues 
Bethl'=>hem, Pennsylvania IbOiS 
(610) 8ei 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 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044-7566 
(202) 662-5:8,') 

At t o r n e v 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 24, 1996 
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UP/SP-254 

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 WFSTERN RAILROAD COMPANY 

APPLICANTS' REPLY TO KCS' "SUPPLEMENT" TO MOTION TO .̂ TPIKP 

Union P a c i f i c Corporation ("UPC^), Union P a c i f i c 

Railroad Company ^ -l^RR"), Missouri Pa c i f i c Railroad Company 

("MFRR"),̂ '' Southern P a c i f i c R a i l Corporation ;"CPR"), 

Southern P a c i f i c Transportation Company ;"SPT"), St. Louis 

Southwestern Railway Company ("SSW"), SPCSL Corp. '"SPCSL"), 

and The Denver and Rio Grande Western Railrcad Cotnpany 

("DRGW"),̂ / c o l l e c t i v e l y , "Applicants," submit t h i s r e p l y t o 

the "Supplement to The Kansas Cit y Southern Railway Company's 

Motion to St r i k e " {KCS-54). 

In i t s "Supplement," KCS renews i t s meritless e f f o r t 

t o have'removed fron. the record an important study performed 

by Professor B. Douclas Bernheim, which found that rates are 

no lower on routes where three r a i l r o a d s (including SP) are 

^ UPC, 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 "Union 
P a c i f i c . " UPRR and MPRR are r e f e r r e d tc c o l l e c t i v e l y as "UP." 

^' SPR, SPT, SSW, S?CSL and DRGW are re f e r r e d to 
c o l l e c t i v e l y as "Southern P a c i f i c . " SPT, SSW. SPCŜ . 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." 
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present than on routes where only two r a i l r o a d s (not including 

SP) compete. UP/SP-231, Bernheim, pp. 13-21. The Board has 

already rejected KCS' motion to s t r i k e t h i s study. Decision 

No. 37, served May 22, 1996. 

In i t s new "Supplement" to that motion, f i l e d a f t e r 

KCS t r i e d but f a i l e d to underm.rne the study during a six-hour 

deposition of Professor Bernheim,-' KCS i s again t r y i n g to 

have tha study removed from the record i n t h i s case. KCS' new 

argument, however, proceeds from an erroneous f a c t u a l premise, 

and the Board should r e j e c t i t out of hand. S p e c i f i c a l l y , KCS 

assum3S that 54 pages of documents produced on May 20 were 

workpapers underlying Dr. Bernheim's A p r i l 2 9 statement and 

were "presumably r e l i e d upon by Dr. Bernheim i n preparing his 

Rebutta. V e r i f i e d Statement." KCS-54, p. 1. KCS never 

bothered to ask Applicants about these documents, and KCS i s 

simply wrong about the nature of them. KCS' attempt t o 

support i t s motion t o s t r i k e based on the production of these 

documents i s e n t i r e l y unfounded. 

KCS' Supplement attempts to obfuscate the key f a c t : 

by the time Professor Bernheim was deposed by KCS on May 15, 

KCS had been i n possession of 100% of the workpapers 

Underscoring that KCS f a i l e d to undermine the conclusions 
of Professor Bernheim's study during his deposition, KCS has 
asked that Profossor Bernheim's deposition testimony about the 
study -- e l i c i t e d by KCS i t s e l f as well as other opponents --
also be s t r i c k e n f-''om the record. KCS-54, p. 3. I t i s quite 
remarkable that KCS would seek to s t r i k e deposition testimony 
e l i c i t e d by the Department of Justice and Conrail. 
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underlying Professor Bernheim's study f o r more than on; week. 

Indeed, Applicants rescheduled Professor Bernheim's deposition 

at KCS' request i n order to provide KCS counsel w i t h the 

ad d i t i o n a l time they asserted they needed to review Professor 

Bernheim's workpapers p r i o r to the deposition.-'' There i s 

absolutely no merit to KCS' renewed attempt to have Professor 

Bernheim's important study st r i c k e n . 

KCS does not seem to recognize that the documents 

that were produced on May 2 0 r e lated not to Professor 

Bernheim's i n i t i a l study but to minor err a t a that were f i l e d 

on May 21. See UP/SP-253. As Professor Bernheim explained to 

KCS' counsel at his deposition, Professor Bernheim made minor 

J corrections to t)ie data f o r one unimportant v a r i a b l e used i n 

his regressions, and confirmed that "nothing substantive i n 

the analysis was affected" by those corrections. See Bernheim 

Dep., Tr., pp. 180-82 (emphasis added/. Those corrections 

were not made u n t i l the morninc of May 15 because Professor 

Bernheim d i d not r e a l i z e the need f o r them u n t i l the previous 

KCS suggests th a t i t '.vas "prejudiced" by having to take 
Professor Bernheim's dcposicion }3y telephone. KCS-54, p. 3. 
This claim i s a coT.piete f a b r i c a t i o n . KCS was welcome to 
attend the deposition i n person, iloreover, the telephonic 
procedure dia not hamper i n any way KCS' a b i l i t y to have i t s 
questi.-^nd answered by Professor B'^rnheim, and KCS counsel 
expressly agreed t o t h i s procedure to spare themselves -he 
e f f o r t of t r a v e l i n g to C a l i f o r n i a . Not once d i d KCS' counsel 
express any concern that the telephonic procedure was 
"pre j u d i c i n g ' t h e i r a b i l i t y to conduct Professor Bernheim's 
deposition. 
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evening.-'' The documents produced on May 2 0 were prepared 

over ^he next few days and r e f l e c t the supporting d e t a i l f o r 

these corrected regression runs. They were e s s e n t i a l l y 

duplicates of workpapers previously produced, w i t h minor 

changes r e f l e c t i n g tne corrections Professor Bernheim 

described at his deposition. Tne documents produced on May 20 

thus did not r e l a t e co Professor Bernheim's o r i g i n a l study and 

were not even i n existence at the time of Professor Bernheim's 

deposition on May 15. Accordingly, KCS' argument that the 

production of these documents i s a ground f o r s t r i k i n g 

Professor Bernheim's o r i g i n a l study i s wholly without merit. 

KCS' Supplement also seeks a f u r t h e r opportunity to 

depose Professor Bernheim. See Supplement, pp. 4-5. 

Applicants do not believe there i s any nsed f o r a f u r t h e r 

deposition of Professor Bernheim concerning the e r r a t a or 

May 2 0 documents. The errata and documents r e f l e c t very minor 

corrections to the data f o r an unimportant vari a b l e i n 

Professor Bernheim's regressions. No changes t o the body of 

Professor Bernheim's statement were necessitated by the 

corrections, and Professor Bernheim has already t e s t i f i e d at 

his deposition th a t the corrections had no substantive e f f e c t 

on hife conclusions. Moreover, KCS has already had ample 

Professor Bernheim d i d not become aware of the need to 
make these corrections u n t i l the evening of May 14, when Tex 
Mex f i l e d testimony of wL:.ness Ellebracht c a l l i n g to Professor 
Bernheim's a t t e n t i o n possible inconsistencies i n the coding of 
a "port" v a r i a b l e . See TM-34, Ellebracht, p. 12. 
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opportunity to question Professor Bernheim about the errata to 

which the documents r e l a t e . Professor Bernheim explained at 

his deposition what corr e r t i o n s he made and t h e i r e f f e c t , and 

KCS' counsel chose to ask no questions about these correc­

t i o n s . Tr., pp. 180-82. Nevertheless, i f KCS sincerely does 

have questions about the errata or documents. Applicants w i l l 

be happy to respond to them; the burden of a f u r t h e r 

deposition to address t h i s matter i s not warranted.-' 

^' Even i f a f u r t h e r deposition were required, i t would of 
course need t o be l i m i t e d to the errata and supporting 
documentation produced on May 20. Applicants believe thz". the 
most e f f i c i e n t procedure would be to conduct such a session, 
which would undoubtedly be quite b r i e f i f i t i s warranted at 
a l l , by telephone rather than r e q u i r i n g Professor Bernheim to 
t r a v e l ' a l l the v\/ay to Washington from C a l i f o r n i a . And i t 
c l e a i l y w- 'Id not be appropriate f o r Applicants to bear the 
cost of KCS' attorney and consultant time. 
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10 

1 s y s t a m a t i c a l l y h i g h e r t h a n s i t u a t i o n s i n wh i c h you 

2 have fewer t h a n t h r e e w e s t e r n b i d d e r s c o n t r o l l i n g 

3 f o r o t h e r c h a r a c t e r i s t i c s of the movement and t h e 

4 o r i g i n and t h e d e s t i n a t i o n . 

5 And, t h e r e f o r e , i t ' s v e r y c l e a r t h a t i f 

6 t h i s d a t a has a n y t h i n g t o say about t h e 3-versus-2 

7 i s s u e , w h i c h Mr. P l o t h r e a l l y i i d n o t use i t t o 

8 address t h a t i s s u e i n any m e a n i n g f u l way, b u t i f 

9 h i s data has a n y t h i n g a t a l l m e a n i n g f u l t o say 

about tha;: 3-versus-2 i s s u e , i t i s t h a t p r i c e s a r e 

11 s y s t e m a t i c a l l y h:.gher i n those s i t u a t i o n s i n t h e 

12 data where t h e r e were t h r e e w e s t e r n b i d d e r s r a t h e r 

13 t h a n two. 

Q- E a r l i e r t h i s a f t e r n o o n , you were asked 

15 about E r r a t a , and I b e l i e v e you answered t h a t 

16 t h e r e were E r r a t a . 

What E r r a t a were you r e f e r r i n g t o ? 

18 A. W e l l , we d i s c o v e r e d t h a t t h e r e was f o r 

19 the f i r s t -- uh-oh. Our l i g h t s a r e g o i n g o f f . 

20 They came back on. 

We d i s c o v e r e d t h a t f o r t h e f i r s t p o r t i o n 

22 o f my a n a l y s i s , t h e p o r t i o n t h a t used t h e UP 

23 t r a f f i c d a t a , t h e r e was an e r r o r i n t h e c o d i n g o f 

24 t h e p o r t v a r i a b l e . There were b a s i c a l l y two 

25 problems w i t h t h e c o d i n g of the p o r t v a r i a b l e . 

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 One was t h a t some p o r t o r i g i n a t i o n s had 

2 been coded i n c o n s i s t e n t l y . The o t h e r r e l a t e d 

3 p r o b l e m was t h a t Oakland, C a l i f o r n i a was n o t coded 

4 as a p o r t even though i t p r o b a b l y d i d f u n c t i o n as 

5 a p o r t f o r t h e purpose c f many of t h e s e movements 

6 o r i g i n a t i n g i n Oakland or may have £5erved as an 

7 o r i g i n a t i n g p o r t f o r those s h i p m e n t s . 

8 So we made those c o r r e c t i o n s of t h e 

9 c o d i n g of t h e p o r t v a r i a b l e and d i s c o v e r e d t h a t 

10 n o t h i n g s u b s t a n t i v e i n t h e a n a l y s i s was a f f e c t e d . 

11 The p o r t c o e f f i c i e n t changed s i g n a^id became 

12 n e g a t i v e , i n d i c a t i n g t h a t p r i c e s t e nded t o be 

13 l o w e r when you have p o r t o r i g i n a t i o n s , and t h a t ' s 

14 c o n s i s t e n t w i t h t h e n o t i o i i t h a t t h e r e i s 

15 c o m p e t i t i o n between p o r t s f o r i n f l o w s o f 

16 a u t o m o b i l e s f r o m abroad. So t h a t makes some 

17 sense. 

18 But t h e c o e f f i c i e n t s which measure t h e 

19 e f f e c t of h a v i n g s i t u a t i o n s w i t h two r a i l r o a d s , 

2C i n c l u d i n g SP, two r a i l r o a d s n o t i n c l u d i n g SP, 

21 t h r e e r ? , i l r o a d s w i t h and w i t h o u t SP, t h o s e 

22 c o e f f i c i e n t s were e s s e n t i a l l y unchanged. 

23 , So t h e o r i g i n a l e r r o r had p r a c t i c a l l y no 

24 e f f e c t on any o f t h e conclv:«5ions, e i t h e r 

25 q u a l i t a t i v e l y o r q u a n t i t a t i v e l y . So h a v i n g made 

ALDERSON REPORTING COMPANY, INC. 
(202'289-2260 (8001 FOR DEPO 

1111 14th ST.. N.W., 4th FLOOR / WASHINGTON, D.C, 20005 



• 

« 

- •. 
182 

t h a t c o r r e c t i o n , t h e o r i g i n a l c o n c l u s i o n s t a n d s . 

2 MR. MEYER: Mr. Herzog, do you have any 

3 quest i o n s ? 

4 MR. HERZOG: No, I d o n ' t . Thank you. 

5 MR. MEYER: Do you have a n y t h i n g , t o o . 

6 i n t h e way of r e c r o s s ? 

7 MR. FOSHEE: No, I d o n ' t . 

8 MR. MEYER: I s t h e r e anyone e l s e on t h e 

9 l^ue? 

10 MR. FOSHEE: P r o f e s s o r , t h a n k s a l o t . 

11 THE WITNESS: Thank you. 

12 (Whereupon, a t 7:00 p.m., t h e t a k i n g of 

13 the i n s t a n t d e p o s i t i o n ceased.) 

15 

16 S i g n a t u r e of Witness 

17 

18 

19 

20 

21 

22 

23 -

24 

25 

) 
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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COALITION FOR COMPETITIVE RAIL TRANSPORTATION 

Office: (800) 814-3531 

MOBILIZATION OFHCE 
1029 North Royal Street 

Suite 400 
Alexandna. Va, 22314 

May 24, 1996 

Vemon A Williams, Secretary 
Surface Transportation Board 
1201 Constitution Avenue, NW 
Washington, DC 20423 

Re: Finance Docket No, 32760 oral argUinent 

Dear Mr WilHzms: 

Fax: (800)641-2255 

?0 

•?> 
-n 
o 
rn ^ 

The Coalition for Competitive Rail Transportation opposes the primary ap̂  lication in the 
above captioned mattei, as filed, and as subsequently amended. We support cenain .'onditions 
requested by other parties and would address in oral argument the basic issue of the brov-d scope of 
anti competitive harm the merger will place on shippers and on others. We respectfully request tive 
minutes for oial argument. 

Ctiicd of ttio cSboifjtary 

MAY 2 4 !996 

P,«cord 

Respectfully submitted, 

n T, Estes 
Attomey and Executive Director 

Item No. 

page Count 
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^age C:--4nt. iJ-

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

WASHINGTON. DC 20423 

kNCE DOCKET No 3276C 
(Proposed Merger-Southern PacificTYaiispui tatluii €a^Union Pacific Railroad Co.) 

DOCKET No. AB-3 (SUB-No. 130) & DOCKET No. AB-8 (SUB-No. 38) 
(Towner to NA Jet., CO) 

DOCKET No. AB-3 (SUB-No. 131) & DOCKET No. AB-8 (SUB-No. 37) 
(Hope to Bridgeport, KS) 

DOCKET No. AB-8 (SUB-No. 36x) & DOCKET No. AB-12 (SUB-No. 189x) 
(Page to Leadville, CO) 

DOCKET No. AB-8 (SUB-No. 39) & DOCKET No. AB-12 (SUB-No. 188) 
(Malta to Canon Citv, CO) 

E W WOTIPKA 

CD 
CORRECTION OF FACTUAL ERROR 

CONT/JNED IN VOL. 3, APPLICANTS' REBUTTAL 

May 15, 1996 

Copies: 
Mrchael D. Billiel. US Departnient of Justice 
Jared Boigon, State of Coiorado 
Janice G. Barber, Burlington Northem RR Co. 
Janet M. Gilbert. Wisconsin Central Ltd. 
Jan ;S J. Irlandl, Kansas Shippers Assn.. et. al. 
Kenneth C. Johnsen, Geneva Steel Company 
Alexander H. Jordan, Westem Shippers' Coalition 
Rol)ertS. Kotnpanty. DOD, USMTMCTEA 
Anthony M. Marquez. CO Put><ic Utility Comm. 
Jeffrey R. Moreland, Santa Fe Pacific Corp., et. al. 
William A. Mullins, Kansas City Southem Rwy., et. al. 

Robort T. Opal, Union Pacific RR Co. 
Reed M. Richards, State of Utah 
Mark H. Sidman, Montana Rail Link. Inc. 
J. Fred Simpson, Montana Rail Link. Inc. 
Paul Samuel Smith, US Dept of Transpoiatwn 
Junior Strecker, MTN/Plains Comm. & Shippers 
Thomas Zwira, LSBC Holdings, Inc. 
Myles L. Tobtn. IlUnois Central Railroad 
James P. Gatiin, Southem Pacific Transportation Co. 
Gary A. Lasko, Southem Pacific Transportation Co. 
Texas Mexican Railway Co. 

Certificate of Service 

The undersigned hereby certifies that a copy of this statement was served upon the 
above-named individuals by first class postage on ~777 *y /(^ ^ / * f j e, . 1996. 

HTERED 
Ottica o< th« Secretary 

MtT2 3m« 
Partof 
Pubic Record 

E.W. Wotipka 
6388 Terrace Lane 
Salida, CO 81201 
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Wotipka - 2 

My name is E. W. Wotipka. I previously submitted Comments to the Surface 
Transportation Board dated January 24, 1996 and March 18. 1996 protesting the proposed 
subject abandonments. I am writing to correct a factual error contained in remarks made by 
Mr Michael D. Ongerth in his statements in Vol. 3-B of Applicants' Rebuttal of April 29 in 
response to my Comments. 

On page 48, Mr. Ongerth states that". . the geographic destination zone for coal 
originating west of the Tennessee Pass iine for which the Tennessee Pass line would be the 
shorter post-merger route, is basically limited to West Te.xas, New Mexico and Arizona." He 
further states that "All other coal trains through Colorado will have a shorter route if they avoid 
Pueblo." 

While it is true that Colorado and Utah traffic moving fb mid-west m and eastem 
destinations would have a slightly shorter route (about 5 mil js) by using UP's Kansas Pacific 
line to Kansas City in lieu of the Tennessee Pass-Pueblo route to that destination, the same 
cannot be said for such traffic destined for what I have termed the "Mid South" markets, i.e., 
all of Texas, Louisiana and Mexico. 

From my observation, the closest point at which trains can begin moving south from the 
Kansas Pacific line toward Ft. Worth (the obvious gateway to the Mid South from westem 
markets) is Salina, Kansas. Using, then, an easterly extension of the mileage triangle 
illustrated in my January 24 Comment, with Dotsero at the west angle, Salina at the east or 
right angle, and Ft Worth at the south angle, I have determined the distance between Dotsero 
and Salina, via Denver, is 618.4 miles, the distance between Salina and Ft. Worth, via 
Wichita and the OKT line, is 463.7 miles, for a combined distance Dotsero to Ft. Worth, of 
1082 1 miles. On the other hand, distance along the hypotenuse between Dotsero and Ft. 
Worth via Tennessee Pass, Pueblo, LaJunta, Statford and Dalhart is 902.9 miles or a 
difference of 179.2 miles favoring the Tennessee Pass line.̂  Even for coal moving off the 
Craig Branch and reversing direction to Dotsero from Bond, the mileage advantage is over 
100 miles favoring the Tennessee Pass line. 

E.W. Wotipka 

A'J^t^J /<»/ /99Cm 

'All mileages were compuied using railroad timetable miles. 
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AND MISSOURI PACIFIC RAILROAD COMPANY 
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Page Line Change 

Volume 1 (UP/SP-230) 

9 15 Change "over 50 s h o r t l i n e s . " t o 

"over 100 r a i l r o a d s . " 

Volume 2 (UP/SP-231) 

Part A 

R e b u t t a l V e r i f i e d Statement of B. L-juglas Bernheim 

Table 2 f o l l o w i n g 
statement Replace Table 2 w i t h the r e v i s e d Table 2 

f o l l o w i n g these r c a t a . (The reason f o r 
the change was a .recsed a t Professor 
Bernheim's deposxtion. Bernheim Dep., 
May 15, 1996, pp. 180-181.) 

R e b u t t a l V e r i f i e d Statement of John T. Gray and James A. Shattuck 

2 n . l 
l i n e 5 Change "many ot h e r r a i l r o a d s , i n c l u d i n g 

51 s h o r t - l i n e r a i l r o a d s " t o "more than 
100 r a i l r o a d s " 
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Copies of Applicants' Supplemental Errata to 
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Director of Operations 
A n t i t r u s t D i v i s i o n 
buite 500 
Department of Justice 
Washington, D.C. 20530 

Premerger N o t i f i c a t i o n 
O f f ice 

Bureau of Competition 
Room 303 
Federal Trade Commission 
Washington, D.C. 20580 

Karen W. Kramer 



Table 2: Regression Results 
Dependent Variable: Log of Revenue per Net Ton-Mile 

V A R I A B L E ( i ) (2 ) (3) 

Intercept 6.216 5.719 -23.301 

(0.675) (0.72U (6.982) 

UP and two non-SP competitors -0.246 -0.248 -0.242 

(0.096) (0.096) (0.093) 

UP, SP and competitor 0.054 0.027 0.066 

(0.052) (0.053) (0.052) 

Log Net Tons -0.561 -0.517 19.649 

(0.1."^rj (0.159) f4.247) 

Log Net Tons Squared -3.227 

(0.679) 

Log Miles -0.344 -0.320 -0.905 

(0.056) (0.057) (0.844) 

Log Miles Squared 0.044 

(0.061) 

East to V.'est Route -0.135 -0.202 

(0.100) (0.106) 

Wesl to East Route -0.044 0.033 

(0.113) (0.110) 

Foreign Car 0.433 ^ -0.138 

(0 198) (0.227) 

Received at a Seaport -0.120 -0.257 

(0.137) (0.135) 

R-Square 0.184 0.211 0.274 

Number of observations 272 272 272 
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^ 1 s y s t e m a t i c a l l y h i g h e r t h a n s i t u a t i o n s i n which you 

2 have fewer t h a n t h r e e w e s t e r n b i d d e r s c o n t r o l l i n g 

3 f o r o t h e r c h a r a c t e r i s t i c s of t h e movement and t h e 

4 o r i g i n and t h e d e s t i n a t i o n . 

5 And, t h e r e f o r e , i t ' s v e r y c l e a r t h a t i f 

6 t h i s d a t a h-o a n y t h i n g t o say about the 3-versus-2 

7 i s s u e , which Mr. P l o t h r e a l l y d i d not use i t t o 

8 address th.at i s s u e i n any m e a n i n g f u l way, b u t i f 

9 h i s d a t a has a n y t h i n g a t a l l m e a n i n g t u l t o say 

10 a b o i i t t h a t 3-versus-2 i s s u e , i t i s t h a t p r i c e s .•'re 

11 s y s t e m a t i c a l l y h i g h e r i n those s i t ' u a t i o n s i n the 

12 d a t a where t h e r e were t h r e e w e s t e r n b i d d e r s r a t h e r 

13 t h a n two. 

.-.̂  14 Q. E a r l i e r t h i s a f t e r n o o n , you were asked 

15 about E r r a t a , and I b e l i e v e you answerec'. t h a t 

16 t h e r e were E r r - : a . 

17 What E r r a t a were you r e f e r r i n g to? 

18 A. W e l l , we d i s c o v e r e d t h a t t h e r e was f o r 

19 t h e f i r s t -- uh-oh. Our l i g h t s a r e g o i n g o f f . 

20 They came back on. 

21 We d i s c o v e r e d t h a t f o r t h e f i r s t p o r t i o n 

22 o f my a n a l y s i s , t h e p o r t i o n t h a t used t h e UP 

23 t r a f f i c d a t a , t h e r e was an e r r o r i n the c o d i n g of 

24 t h e p o r t v a r i a b l e . There were b a s i c a l l y two 

25 problems w i t h t h e c o d i n g of the p o r t v a r i a b l e . 

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 One was t h a t some p o r t o r i g i n a t i o n s had 

2 been coded i n c o n s i s t e n t l y . The o t h e r r e l a t e d 

3 p r o b l e m was t h a t Oakland, C a l i f o r n i a was not coded 

4 as a p o r t even though i t p r o b a b l y d i d f u n c t i o n as 

5 a p o r t f o r t h e purpose of many of these movementr 

6 o r i g i n a t i n g i n Oakland or may have s e r v e d as an 

7 o r i g i n a t i n g p o r t f o r those s h i p m e n t s . 

8 Sc we made those c o r r e c t i o n s i f t h e 

9 c o d i n g of t h e p o r t v a r i a b l e and d i s c o v e r e d t h a t 

10 n o t h i n g s u b s t a n t i v e i n t h e a n a l y s i s was a f f e c t e d . 

11 The p o r t c o e f f i c i e n t changed s i g n ""and became 

12 n e g a t i v e , i n d i c a t i n g t h a t p r i c e s tended t o Jre 

13 l o w e r when you have p o r t o r i g i n a t i o n s , and t.hat's 

14 c o n s ' s t e n t w i t h t he n o t i o n t h a t t h e r e i s 

15 c o m p e t i t i o n between p o r t s f o r i n f l o w s of 

16 a u t o m o b i l e s f r o m abroad. So t h a t makes some 

17 sense . 

18 Sut t h e c o e f f i c i e n t s w h i c h measure the 

19 e f f e c t of h a v i n g s i t u a t i o n s w i t h two r a i l r o a d s , 

20 i n c l u d i n g SP, two r a i l r o a d s n o t i n c l u d i n g SP, 

21 t h r e e r a i l r o a d s w i t h and w i t h o u t SP, those 

22 c o e f f i c i e n t s were e s s e n t i a l l y unchanged. 

23 So t h e o r i g i n a l e r r o r had p r a c t i c a l l y no 

24 e f f e c t on any o f t h e c o n c l u s i o n s , e i t h e r 

25 q u a l i t a t i v e i l y o r q u a n t i t a t i v e l y . So h a v i n g made 

>̂LDÊ lSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 14th ST,, N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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PROFESSION.̂ ). CORPORATION 

1350 HEW YORK .WENUE. N,W, SUHT 800 

WASHINGTON. D C, 20005-»797 

(202) 628-2000 

TELECOPIER (202) 628-2011 
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May 2 0 , 1996 

RICHARD 1 ANDREANO. JR 
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MRL-23 

BY HAlTv DELIVERY 

Vernon A. Williams 
Secretary 
Surface Transportation Board 
12th and Con s t i t u t i o n Avenue, N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union P a c i f i c Corporation, 
Union P a c i f i c Railroad Company, and Missouri P a c i f i c 
Railroad Company — Control and Merger — Southern 
P a c i f i c Rail Corporation, Southern P a c i f i c 
Transportation Company, St. Louis Southwestern Railway 
Company, SPCSL Corp., and The Denver and Rio Grande 
Western RaiIroad Company 

Dear Secretary Williams: 

Enclosed f o r f i l i n g i n the above-captioned proceeding are an 
o r i g i n a l and 20 copies of Errata t o Montana R a i l Link, Inc.'s 
Rebuttal i n Support of Responsive Application (MRL-23). 

Please acknowledge r e c e i p t of t h i s l e t t e r by date-stamping 
the enclosed acknowledgement copy and re t u r n i n g i t t o our 
messenger. 

Very t r u l y yours. 

Paul C. 0^1^ 

Enclosure 

ENTERED 
Office o; tho Secretary 

Partof 
Public Record 



MRL-22 

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 

EFPATA TO MONTANA RAIL LINK INC.'S REBUTTAL 
IN SUPPORT OF RF<;roNSIVE APtLICATION 

Mark H. Sidman 
Paul C. Oakley 
Weiner, Brodsky, Sidmai: & 

Kider, P.C. 
13 50 New York Avenue, N.W. 
Suite 800 
Washington, D.C. 20005 
(202) 628-2000 

ATTORNEYS FOR 
MONTANA RAIL LINK, INC. 

Dated: May 20, 1996 



n 
MRL-23 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3 2760 

UNION PACIFIC CORFORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

— CONTROL AH^ MERGER — 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

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

PTO GRANDE WESTERN RAILROAD CCMPANY 

ERRATA TO MONTANA RAIL LINK INC.'S REBUTTAL 
IN SUPPORT OF RESPONSIVE APPLICATION 

Montana Rai l Link, Inc. submit the f o l l o w i n g e r r a t a t o i t s 

Rebuttal i n Support of Responsive App l i c a t i o n , f i l e d with the 

Surface Transportation Board on May 14, 1996. Also, attached 

hereto i s Attachment 1 t o the r e b u t t a l v e r i f i e d statement of 

William H. Brodsky, which was mistakenly excluded. 

P?3e Line Change 

Main Text; 

13 8 Change "To assure" t o "'To ensure" 

14 26 Change " a c q u i s i t i o n company's" t o 

"Acquisition Company's" 

16 20 Change "class I ' s " t o "class I s " 

18 20 Change "single l i n e " t o " s i n g l e - l i n e " 

25 16 Should read "claimed state support" 

26 20 Change "ex ante" t o "ex ante" 

28 12 Change "high bituminous" t o "high-Btu 
bituminous" 

37 18 Add a semicolon a f t e r "preference" 



Paqe Line Change 

V e r i f i e d Statement of John H a l l ; 

3 7 Change "Kalt V.S." t o "VS K a l t " 

Rebuttal V e r i f i e d Statement of William H. Brodsky: 

3 13 Should read " r a i l r o a d mainline" 

4 17 Change " t r a n s i t time" t o " t r a n s i t times" 

7 3 Change "Attachment 2" t o 'Attachment 1" 

Pf,3pectfully submitted, 

Mark H. Sic 
Paul C. Oakley 
Weiner, Brodsky, Sidman & 

Kider, P.C. 
13 50 New York Avenue, i\i.W. 
Suite 800 
Washington, D.C. 20005 
(202) 628-2000 

ATTOMEYS FOR 
MONTANA RAIL LINK, INC. 

Dated: May 20, 1996 
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i ln heavy construction, long out of favor, Dennis 
Washington has buiit a mighty empire. Wiil IVlorrison 

I Knudsen become his newest province? 

A tycoon in the 
old mold 
By Sapha S. JehiHeB 

Dtssjs WXsHiNcrrjN hu come a 
long way since h*; bamwed SaO.CQO 
and leased \ b<2HAou: in 1967. To* 
day, long car of day-ro-d«v opera-
doni, ipcrding his dnic Dctwcen 
Piim Springi «nd Mittoula. Mcni,., 
he xk-odd rather tell you abour r̂ c 
H3-fi50t motor yieh» h« juat bo-jgnt 
from Ka)* Xrac*i widow tnan discuu 
hii van busincs opcrationi. 

Don'l befooled. The Mr̂ num btt-
Jionaire, now 61, in»y be onthe verge 
of adding whai is left of ailing con-
strjctian giint Merriion Knuaaen to 
his buiineu empire whieh aJready 
includes the old Anaconda Cepf cr 

34Ine, bridge and highway cont.sue-
don, railro ids aiid shipping. 

It's no i crcf thar he would like ts 
became i«'rinui rî 'sJ to die like* of 
Pluor Ca7., Be* r::cJ and Pettr KJcin-it 
Sons'. With MK he coaJd achieve tfais. 

In mid'Apnl MK'S board opprcn-ed a 
prepaeiiagtd badcruptq- plao—now 
being roiewtd b\- soine 7& creditors. 
The pian would include a swap of MK's 
S3S0 million in shorr-c«rm debt and 
liabilities fer nbbut S13S .uUion in 
new MK stock. When ane if that stock 
ccmot on the market, Washington is 
wkiy much a pmspecô T buyer. 

Uiidcr Chainnan Roben Miller, 

vQvungien'i seeetal(y--heiyy tquivnira al Ihl 
Ite m wWI—*w Itlll tfM.Trfaymp>t»iM 



I Mcnsna's billion-
i lift eawtrucnan 
3 magnate'•"-•irii 

has come a long wty In the pan 
year. It is still Stuek ^^ilh io aiKng M& 
Rai! uiiit, but on rfvenuea of S 1.7 
billion the company made an opcnt-
ing i rofit of 519 million last year. Zu 
mining and emironmental units— 
about Sl hiilinn in combined rox-
nues—remain healthy, and new con-
tncu arc being b>' 5a heavy 
construction arm. j 

Not only is Morriaon Jtnudscn a 
preatiginus old name, it alsc has a 
Nov York Stock Exchange listing, 
ft'hich K̂ -oo\d propcj Washington into 
rhe ar«ni of public companies Mi a 

big I 
In mid-1992 ho tried to cake hu 

construcnon cnm{|any, Washington 
Controctun Croup, public in a S59 
million stock offeijing, but the a«al 
didn't fly. He -̂aa asking TOO muth, 
lhe prospccti\'ii wndcf^vrja-n 
thutighi. Bur a lot of money has 
flow ed inio his cofFcn since then, and 
he's giitied ground over ri^'tls. 

Hts WaihJngton Contractor* 
Group, wi-ieh dues the heavy dirr-
moving fer public and prT>iic infra­
structure p^iccts, I I M rr\-cnocs of 

J230 million and order backlogs of 
S400 million. The company ia the 
leader in the OUfiimia market, where 
Jt has built more major roads and 
bridtcs than anyone else. I ; is current­
ly working wn a $135 mjlUon daffl-
building project in loutJlcnjCilifor-
ni> and nscntfy wtjn a Ud fiw a 557 
milHon airpon project In La* Vegas. 

Washington's Montana Rasourcr i 
owns the famed Anaconda Copper 
Mine, Avhich he bought and reopened 
for $18 million in 1988. Iican^ed S85 
million pretax on .-sn-cnucs of .5200 
million iMt year, Kis V.ontsn. Ra.l 
Link--hoaght ^om Surilngt«>n 
Northern in 1987—esmcd SS4 nii -
lion ptetiX o«i m-cnucs of SJS8 -Jul-

Washiagtnn ne«<U the it^gn 
and enginMziag cxptrience 
that Mortiion SmdKii hu. 
Together the tmt wimidbe *• 
ftrong fbrtr in dn U.S. 
conitrnctitni insluitry 

lion, and more acquisitions arc on the 
horiten. 

Not satiificd ^viih hi* JU'.̂ .'iw 
mining end heâ -v- consrrjcrion, 
Washingion is espmeting )-.» '.raiis-
ponatinn \*nturcs bevond riilroau-
ing. In 1992 iw bought Vjccouvc. 
Canada-based C H . Cat** i Son* 
mgboat companv, giving him J near 
monopoly on the Pon afVancmn cr» 
tovt-ing business. He also bought 
Canadi'S largest tug Jiid barBj: com­
pany, Scospan Ititcrnationnl. and 
ocean shipper Norsk Picific Steam-
,hip, mtaling nearly $200 million. 

KeftS-J' oonstn-ction is suiiicwhat 
out nf ftvor ihew da)-*—^ hich per­
haps wsplains w h\ Waihlncton is ̂ .-on-
ceuaating there. To roaut oOT hu 
consmjcrion activities, wouia 
maJu! .1 splendid fit, Wi.it WMliini-Ton 
lack* is the dcsipj and cnpnc'̂ "';'? 
CTjwricrtCe that MK has. Together the 
R»u could bid on the lar̂ Ksi r«»)f^^' 
in the U.S. 'Huor Cor>i, iM« an­
nounced a 3250 million cwitntt ';-irr 
MK tfa build i toll road in N trginu 
Under the MJt banner, WsalvmFon 
could do the project alofie. ^ 



CERTIFICATE OP SERVICE 

I hereby c r j r t i f y t h a t on t h i s 20th day of May, 1996, a copy 

of the foregoing Errata t o Montana Rai l Link's Rebuttal i n 

Support of Responsive Application was served by hand d e l i v e r y 

upon: 

Arvid E. Roach, I I , Esq. 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
Washington, D.C. 2 0044 

Paul A. Cunningham, Esq. 
Harkins Cunningham 
1300 Nineteenth Street, N.W. 
Washington, D.C. 20036 

and by f i r s t class mail upon: 

Hon. Jerome Nelson 
Administrative Law Judge 
^'ederal Energy Regulatory Commission 
825 North Capitol Street, N.W. 
Washington, D.C. 20426 

Carl W. Von Bernuth, Esq. 
Unic.i P a c i f i c Corporation 
I i a r t i n Tower 
Eighth and Eaton Avenues 
Bethlehem, Pennsylvania 18018 

James V. Dolan, Esq. 
Law Department 
Union P a c i f i c Railroad Company 
1416 Dodge Street 
Omaha, Nebraska 68179 

Cannon Y. Harvey, Esq. 
Southern P a c i f i c Transportation Corapany 
One Market Plaza 
San Francisco, C a l i f o r n i a 94105 

and a l l other known p a r t i e s of record 

Mark H. Sidman" Esq. 
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Item No, 

-Page Count 

T H O M A S F, M C F A R L A N D . JR 

L A W OFFICES 

M C F A R L A N D & H E R M A N 
20 N o K >i W A C K E R D R I V E - S U I T E 13^0 

C H I C A G O . I L L I N O I S 60606-2902 

T E L E P H O N E (312) 236-0204 

F A X (312) 201 9695 

May 16, 1996 
STEPHEN C . H E R M A N 

Bv i'PS Overnight .ifail 

Vernon A Williams, Secretary 
Surfaco Transportation Board 
U S Department of Transportation, Rm 13Z4 
12th & Constitution Avenue, NW 
Washington, DC 20423 

Re: Finance Docket No 32~60, Union Pacific Corporation, etal. 
and I terser -- Souihem Pacific Rail Corporation, et al. 

Conlrol 

Finance Docket No 32765 (Sub-No 16)' Responsive Application -
IVLsconsm Electnc Power Company 

Dear N4r Williams: 

Enclosed please find a 3 5" diskette formatted for Word Perfect 5 1 of Wisconsin Electric 
Power Company's Rebuttal In Support Of Responsive Application (WEPC-3), filed with the 
Board on .May 14, 1996 

TMcF kl 521 

Enclosure 

Very truly yours, 

( A t V t i ^ v 

; Thomas F McFarland, Jr 
Attorney for Wisconsin Electric Power Company 

i Pert 01 , \" 
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XCem No. 

ount 

UP/SF-24P 

BEFORE THE 
SURFACE T.WJSPORTATION BOARD 

Finance Docket No. 32760 

RIO GRANDE WESTEKN R A I L R S L COMPAr^f 

I I Z CORPORATION, UNION PACIFIC RAILROAD 
.^D MISSOURI PACIFIC RAILROAD COMPOS? 

qn?^u,7DM n^or^•"" ^^^TROL AND MERGER --

.yr ^ . . J i i ^ x . ^ i i , > i f ^ h L i C O R P . A K r n T U P n C M ^ r r . ! - , - . . r ^ 

CANNON Y. HARVEY 
LCUIS 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) 541-10^0 

94105 

PAUL A. CUNNINGHAM 
RICFJVRD B. HERZOG 
JAMES M. GUINIV. ,.; 
Harkins Cunningham 
1300 N i n e t e e n t h S t r e e t N V 
Washington, D.C. 20036 
(202) 973-7601 

AttornPivs f o r .qo1.̂ ho•r-n 
.Pacific R a i l Corporat in n , 
Southern P a c i f i r - TransDorf;,^-nn 
.Company, St. l .nu .^ Sout-.hw^^h»~ 
Railway Company, SPCST, Tnrp ^p-i 
The Denver and Rip Gr^nH^ ' 
Western Rai 1 r n ^ d CnmpA^ny 

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 
Lxghth 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 
Mi s s o u r i P a c i f i c R a i l r o a d Company 
1^16 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. 
(202) 662-5388 

20044- .'566 

At t o r n e y s f o r TTninn p ^ ^ j f i p 
CorDorafion, rrnion Pari f-in 
R a i l r o a d rnmp^tnv and Missouri 
P a c i f i c R a i l r o a d Company 

May 15, 1996 

I 



UP/SP-248 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32 760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILRO, 
Aira MISSOURI PACIFIC RAILROAD COMPANY 

-- CONTROL AND MERGER 
bCUTKERN PACIFIC RAIL CORPORATION, SOUTHERN 

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN 
COMPANY, SPCSL CORP. AND THE DENVER AND 
RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' RESPONSE TO MOTION TO ACCEPT NEW EVIDENCE 

Union P a c i f i c Corporation ("UPCIi), Union P a c i f i c 

Rail -oa-' Company ("UPRR"), Missouri P a c i f i c Railroad Company 

("MPRR"),̂ '' Southern Pacific Rail Corporation ("S^R"), 

Southern P a c i f i c Transportation Company ("SPT"), St. Louis 

Southwestern Railway Company ("SSW"), SPCSL Corp. ("SPCSL"), 

and The Denver and Rio Grande Western Railroad Company 

("DRGW"),-' c o l l e c t i v e l y , "Applicants," hereby respond to the 

j o i n t motion of the Kansas, Colorado and Oklahoma Shippers 

Association and t" e Enid Board of Trade t o f i l e new evidence, 

dated May 10, 1996 .̂^ 

In Decision No. 6, served October 19, 1995, the ICC 

issued the f i n a l procedural schedule f o r t h i s proceeding. The 

Commission affirmed that procedural schedule i n Decision 

^' UPC, UPRR and MPRR are ref e r r e d to c o l l e c t i v e l y ac "Union 
P a c i f i c . " UPRR and MPRR are ref e r r e d t o 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." 

This paper was served on Applicants and other p a r t i e s by 
KCS' law f i r m . 



No. 9, served December 27, 1995. Under the schedule, 

comments, protests, requests f o r conditions, and any other 

opposition evidence and argument regarding the merger were due 

no l a t e r than March 29, 1996. There i s no reason f o r the 

Board to depart frc.n the schedule. 

The Kansas, Colorado and Oklahoma Shippers 

Association and the Enid Board of Trade have had the 

opportunity tc submit evidence and argument regarding the 

impact of the merger on competition f o r grain shipments, and 

they have taken advantage of that opportunity. Both p a r t i e s 

f i l e d statements i n opposition to the merger on March 26. i n 

those f i l i n g s , both parties r e f e r r e d to the ro l e of s h o r t l i n e 

r a i l r o a d s i n grain shipments and presented statem.ents from 

I ; •.) shippers discussing the issue. See Kansas, Colorado and 

O.lahoma Shippers Association Opposition to the UP-SP Merger, 

pp. 17-18; Statement of the Enid Board of Trade i n Opposition 

to the UP-SP Merger, p. 4. The evidence that these p a r t i e s 

now see'c to submit i s , at best, cumulative. There i s no 

reason f o r the Board depart frcm the procedural sch_..ale to 

provide these p a r t i e s an ad d i t i o n a l opportunity to submit 

evidence. 

Moreover, the evidence that the Kansas, Colorado and 

Oklahoma Shippers Association and the Enid Board of Trade seek 

to subm.it --a Central Kansas Railway t a r i f f -- has no 

probative value. The t a r i f f involves shipments of l o c a l 

t r a f f i c . The fa c t that the Central Kansas Railway has 

published a t a r i f f f o r movements of l o c a l t r a f f i c i s not 
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probative of anything w i t h respect to thf; impact of t h i s 

merger. The t a r i f f has nothing to do w i t h t r a f f i c that would 

be moving to long haul destinations v i a the merged UP/SP or 

BN/Santa Fe. 

F i n a l l y , the t a r i f f i s no more than a p e r i o d i c 

update of previously e x i s t i n g t a r i f f s . There i s no reason 

that these p a r t i e s could not have submitted the previously 

e x i s t i n g t a r i f f s on a timely basis. 
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SLTIFACE TRANSPORTATION BOARD 

Union Pacific Corp., Union Pacific 
RR. Co. and Missouri Pacific RR Co. 
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Pacific Rail Corp., Southem 
Pacific Trans. Co., St. Louis 
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Westera Corp. 

Fmanct Docket No. 32760 

REBLTTAL STATEMENT 
OF 

THE TEXAS MEXICAN RAILWAY COVTPANV 

Intrud:-.cuon and Summarv 

On March 29, 1"''^ Ttx Mex filed a responsive application requesting that any 

arproval of the UP/SP merger be conditioned on granting Tex Mex trackage rights t :tween 

Robstowr, Texas and Houston, Texas and between Houston and a connection with Jie KCS 

in Beaumont, Texas. This request is based on Tex Mex's submission that the merger, even 

conditioned on die settlement agreement between the Applicants and the BN/Santa Fe, will 

greatly reduce the level of competition in the transportation markets served by Tex Mex. 

The testimony â id other evidence submitted with Tf x Mex's responsive applications shows 

that the BN/Santa Fe S-tiiement wilJ not make BN/Santa Fe an acceptable competitive 

substitute for an independent SP in those markets, and that, even if it did, the resulti.ng 



reduction m the number of Class I railroads serving the U.S.-Mexico market from three to 

two would StiU reduce ccmpetidon in that market to an unacceptable degree. ^ 

Tex Mex therefore seeks trackage nghts from Robstown through Houston to 

Beaumont as a supplement to the trackage nghts granted to BN/Santa Fe m ,ts settlement 

with Applicants.1' Tex Mex seeks these rights for two reasons: (I) to preserve for shippers 

of goods between the United States and Mexico a third independent route for that 

transportation, and (2) to free Tex Mex and its shippers from having to depend entirely on a 

doubtful connection with BN/Santa Fe at town. 

Tex Mex ,s not alone in beUeving that the merger as proposed by the Applicants will 

have extrt̂ mely anticompetitive consequences in the markets served by Tex Mex, particularly 

the market for J.S.-Mexico raU transportation. Most imp̂ r̂tanUy. the submission of Jie 

United States Department of Justice provides compelling evidence of the unprecedented 

degree of harm to competition that th merger will cause, which will not be alleviated by the ^ 

BN/Santa Fe Settlement. With respect specifically to U.S.-Mexico transportation, the 

Department of Agriculture is also urgmg the Board to ensure the preservation of a third 

al:emative to a merged LtPSP and BN/Santa Fe in that market for U.S. agricultural shippers. 

These views are echoed by the Texas Railroad Commission, which specifically supports the 

conditions requested by Tex Mex, and by the Texas Department of Transportation and the 

Coritrary to the apparent beUef of some of AppUcants' rebuttal wimesses Tex Mex is 
J l r r " ; these rights m Ueu of BN/Sanu Fe's nghts under the BN/Slta Fe 
S e S ! Z V ? the BN/Santa Fe 
Settlement fâ .s far short of restoring the competition that wiU be lost ft-om the merger Tex 
Mex does no oppose the BN/Santa Fe Settlement. Tex Mex merely contends that addluonal 
combative alternatives are needed - specifically those sough, m its'responsive a p f ^ " -
m order to come close to preserving the ron.petition that currently existT 



Texas Attomey General. In addition, many shippers and shippers associations, including the 

National Industrial Transportation League, are urging the Board to disapprove the merger as 

too anticompetitive or to impose conditions to mitigate its anticompetitive effects. 

In their Rebuttal, AppUcants make a number cf arguments ui response to 1 x Mex's 

contentions. Their two main arguments arc: (1) BN/Santa Fe will be a much stronger 

competitor to a me'-ged UP/SP than Tex Mex, DOJ, the Texas Railroad Commission and 

other parties beUeve and than the SP is today, and (2) the right:, -equested by Tex Mex are 

over a route that wUl be slower and longer than the route BN/Santa Fe wiil be getting from 

Houston tc Robstown. 

V'e beUeve that these arguments and others made by Aoplicants in their ReL'i ttal are 

incorrect for reasons that wiU be discussed in greater detail below " d in the accompanying 

rebuttal verified statements. We wish to make two general points about theŝ  arguments at 

the outset that we believe axe important. 

First. Applicants' arguments are inherently implausible. If Applicants were correct 

that BN/Santa Fe wiU be a much more effective competitor to a merged UPSP for U.S.­

Mexican traffic than Tex Mex, DOJ, DO A, the Texas Railroad Commission and other 

parties believe, and that the route Tex Mex seeks will be much wcrse than the route between 

Houston and Robstown that BN'Santa Fe will get. Applicants would have no reason to 

oppose so vehemently the rights Tex Mex seeks. If Applicants were right, little traffic would 

move over Tex Mex's trackage rights. Instead, most of it would move to Robstown via 

BN/r^nra Fe anyway, and granting those rights to Tex Mex would have litlle impact on 

AppUcants or BN/Santa Fe. The fact d̂ iat Applicants are sc strongly opposed to Tex Mex 
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and are string so hard u. keep BN/Sa„^ P, ^ ^^^^^ ^^^^^ 

mdicatts AppUcant.- awa™«s to, BN«anu Fe will „o, be as effecave . compeutor as 

Appl̂ cancs por«y. nor wô Ud Tex Mex be as weaV a compedtor as they would have the 

Board beUeve. 

^^ffiUamn-eminaC'i ^»\i< W r-n)vr^ hv.the Board in . W „ , T „ 

notec L' AppUcants' arg„n,ents are correct, grant̂ g the rights Tex Mex seeks would have 

.ninin., impaa on AppUcants and BU/Santa Fe. If AppUcants are no, conect. however, and 

if Tex Mex. DOJ. TT̂ C and odters are righ, about -M major anucompet.ttve effects of the 

merger wiu, the BN/Santa Fe Settlement. u.e„ ̂  gtanUng the nghts sought by Tex Mex 

would have very serious consequences for compedtion. I. would deprive sWppers of ^ 

impotent compeddve alt̂ ntadve to a ntetged UPSP. Tl,a, al,en,adve. even ,f a shipper did 

not use ,t, would setve as a sig„,i,can, resdaint on UPSP's rates and a spur to UPSP to 

maintain or increase the quality of its service. DI 

Ve believe *e Applica.-.s are wrong and the Tex .Mex. DOJ, DOA and others are 

right in *e.r resp̂ v̂e predicdons abou, the ̂ s,.n«erger compeddve effecdveness of 

BN/Santa Fe and Tex Mex. As the ICC ftequenUy observed, however, it is not possible to 

make p«d,cdons of this son wtth a high degree of cena.n,y. ,„ this case, the Board should 

resolve any doubts ,t may have in favor of ,he cond,.,ons sough, by Tex Mex in v,ew of the 

nunimal consequences ,o AppUcants of g™„„g those condu.ons .f AppUcants' contenuons 

are correc, and the major hann to compeddon of deny,.-g them if Applicants art wrong. 

Resolving any pmlictive uncena,n,.es ,n fevor of Tex Mex's requested conditions, 

moreover, .s pamcularly appropriate when no, jus, ,he rilroad seeking conditions bu, dso 
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the federal and state agencies with primary responsibUity for protecting competition have 

conc.uded that the merger as proposed by the Applicants will have profound anticompetitive 

consequences. This Board may not be bound by the views of the Department of Justice, the 

Department of Agnculture and aU of the pertinent agencies of the State of Texas, but the 

Board should respect the important responsibiUties of those agencies and fcr that reason 

should give their views the most careful consideration. Conditions designed to mitigate the 

anticompetitive effects found by ti?ose agencies should not be rejected by this Board unless 

there is compeUing evidence thar they are wrong or tnat the requested condiuons will 

substantiaUy harm AppUcants or significantly reduce the public benefits of the transaction. 

There is no such evidence in this case. 

L TEX MEX'S MOTTVATTQNS ARE NO SECRFT 

AppUcants and their witnesses have argued that Tex Mex's real motives are not to 

preserve competition in the markets Ttix Mex serves but are simply to ennch KCS and "give 

K£S the general access to Houston thai it has long v.-'esired." UP/SP-230 at 305-306: s^ 

also. UP/SP-231, P-terson RVS at 115-120. This claim is completely unfounded. 

Tex Mex's motivations are no secret As Tex Mex made clear in its responsive 

application, Tex Mex's principal objective is to preserve for shippers of goods between the 

United States and Mexico an effective third competiuve i-ail altemative to a merged UPSP 

and BN/Santa Fe. The most logical means of achieving this objective, which also has the 

least impact on AppUcants, is for Tex Mex to obtain trackage rights enabling it to connect 

directl) with KCS at Beaumont. This remedy is needed anf̂  justified because the remedy the 



rail 

or more 

a 

Appucants have ptoffered - BN/Santa Fe dackage and haulage rights - is no, by .self 

sufficient ,0 remedy the loss of compeddon that will result ftom th. loss of SP as an 

'ndependent competitor. 

Tex Mex also made dear *a, d.e remedy it seeks would also funher a related 

Ciecdve - the effon of TMM and KCSP' to estabUsh an effecdve and compedtive 

-Vice between U,e midwest.:. Unit^ Sutes and cend^ Mexico by obtatmng one 

concessions in Mex̂ cx, m t..e up«,mi„g privadzadon of Mexico's ,̂ 1 lines Such 

-Vice would fi^er the poUcies of NAFTA as well as Mexico's efibns ,o .ntroduce 

efficiency and compeddor, to Mexico's ,a.l system. The dackage rights Tex Mex seeks and 

«.= dt«t connecdon to KC^ wi, gr^,, ^ comp«ddve„ess ard efficiency of 

that service. 

AppHcant's suggesdon that Tex Mex's real object is to give KCS acces. to Houston 

» « « « s is absurd. K.ZS alt̂ dy has direct access to Houston for t̂ain da-fic v . a haulage • ) 

With UP, SP, M T and PTOA. Tex Mex's ,espons,ve applicadon seeks the right for Tex 

Mex ,0 carry overhead dame on U,e Unes on which it requests trackage rights. d,e righ, ,o 

tnterchange wtth od,er ̂ n»ds at any interchange point on those Unes and the ngbt to sen. 

shtppers cunendy capable of rec^ving ^^^.^^ ^^^^ ^^^^ 

r^proc^ swtching. Tex Me, is not seeking d,e right to serve any shippers on those lines 

that are currently served only by UP or SP. 

KCS,. no'^ci^Lt KCs"=^ ""^ "^^ ^ » ^ of 
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The justification for Tex Mex being able to serve 2-to-l shippers in Houston and the 

shippers served by the Houston tenninai railroads. HBT and PTRA, via interchange with 

those raibx)ads is the same as for its being able to carry overhead traffic to Beaumont. For 

shipments through Laredo, those shippers, like shippers beyond Beaumont, will lose an 

important competitive altemative - service by an independent SP - as a result jf the merger. 

BN/Santa Fe service via the BN/Santa Fe SetUenient will not be an adequate competitive 

replacement for those shippers. 

An incidental competitive benefit of granting the rights Tex Mex seeks is that Tex 

Mex could cany some shipments between Beaumont and Houston that had no pnor or 

subsequent rail movement south of Houston. This, however, would be a relatively minor 

benefit, and it was certainly not a central purpose of die application. Tex Mex submits that 

there is no reason to deny a remedy that is appropriate to mitigate anticompetitive effects of 

a merger merely because the remedy has other incidental competitive benefits, or to perfonn 

some Procrjstean operation on that remedy just to prevent it from being too beneficial. 

However, if the Board concludes that providing those shippers with this modicum of 

additional competition is not competitively justified, it could Umit the rights granted to 

exclude Tex Mex from carrying shipments between Houston and Beaumont that have no 

p -ior or subsequent movement by rail south of Houston. Such a limitation would not 

undermine the purposes for which the right, art being sought. Nor would it significantiy 

affect Tex Mex's abUity to provide essential services for customers local to its line. 

In sum, there is no basis for AppUtants' suggestion that Tex Mex's application is 

driven by undisclosed objectives unrelated to the competitive impacts of the merger. 
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n. m s THE APPUCANTS' MOTIVES, NOT TEX MEX'S THAT ARE 
SUSPECT. , 

On the other hand, since UP intends to be a major bidder against TMM/KCSI for rail 

concessions in Mexico, there is good reason to believe that Applicants- real motives in 

reftising to give Tex Mex rights that would enable it to connect with KCS, and in insisting 

mstead on providing only the rights granted to BN/Sanu Fe under the settiement, is to ensure 

tiiat there wiU be no effective competition to a merged UPSP and its Mexican rail affiliate 

for U.S.-Mexican rail traffic. Documents obtamed from AppUcants in discovery show tiiat 

shortiy before tiie BN/Santa Fe Settiement agreement was concluded on September 25, 1995. 

UP personnel were analyzing and comparing tiie impact on UP/SP of eitiier KCS or 

BN/Santa Fe obtaining a direct connection to Tex Mex and were comparing tiie different 

impacts of botii of tiiose outcomes under altemative scenarios in which UP, tiie KCS TMM 

joint venmre or BN/Santa Fe obtain ownership or trackage rights over tiie two Mexican lines | ) 

tiiat connect to U.S.-Mexican gateways. See documents numbered HC32-000052 to HC32-

000054 and HC32-000247 to HC32-000250, set forth ir. Appendix G, below. These 

documents show tiiat UP careftiUy considered tiie competitive effect on UP/SP of granting 

KCS access to Tex Mex in tiie event KCSJ and TMM cotained ownership of or trackage 

rights over one or botii of tiie Mexican lines before UP/SP decided to deny tiiat access to 

KCS and to give it instead to BN/Santa Fe. 

It is clear, tiierefore, tiiat UP/SP views tiie KCSI/TMM parmership as a serious 

competitive tiireat to UP/SP's anticipated control of U.S.-Mexican rail traffic. UP/SP has 

decided to check tiiat tiireat by precluding any linkage (via Tex Mex) between tiie KCS 

system and any possible TMM/KCSI raU system in Mexico, and by giving tiie Tex Mex 

t 



connection instead to BN/Santa Fe, a carrier tiiat indicated nolnterest in participating in the 

Mexican privatization process.- This conclusion is reinforced by tiie fact tiiat UP/SP 

rejected BN/Santa Fe's proposal tiiat BN/Santa Fe use anotiier raUroad as an agent for its 

operations south of Houston because it would put UP/SP at a "competitive disad vantage. "-

In short, if anyone's motives are suspect >n this case, they are Applicants', not Tex 

Mex's. 

m. THERE IS NO MERIT TO APPUCANTS' ARGUMENTS THAT REDUCING 
THE CLASS I RAILROADS SERVING MEXICAN GATEWAYS FROM 
THREE TO TWO WILL NOT SUBSTANTIALLY REDUCE COMPETmON 
IN THAT MARKET. 

AppUcants argue tiiat BN/ Santa Fe wUl be a better connection for Tex Mex at 

Robstown tiian SP is now and tiiat BN/Santa Fe and Tex Mex together will provide stronger 

compention to a merged UTSP for U.S.-Mexico traffic tiirough Laredo than SP and Tex Mex 

provide to UP now. Even if tiiose arguments were correct (but see Point V, beiow), tiie 

more fundamental problem would remain ~ shippers in tiiis market will lose one of the three 

Class I carriers serving tiie U.S.-Mexico maiket. The substantial reduction in competition 

RolUn Bredenberg, BN/Santa Fe's principal officer with responsibilities for Mexico, 
acknowledged in his deposition that BN/Santa Fe had not decided to participate in the 
Mexican privatization process. Bredenberg Dep. of 3/8/96 at 92-93. 

*' Depositien of Carl Ice. BN/Santa Fe's chief negotiator. 3/4/96 Tr. at 583. Mr. Ice 
tesnfied that BN/Santa Fe was considering using Tex Mex for tiiis purpose, but tiiat UP/SP 
told him tiiat tiie trackage rights UP/SP was offering BN/Santa Fe were a "package deal." 
Id. at 483 , 485 and 581. 



ti«t is Ukely to result from tiiat loss is amply demonstrat«l by the Department of Justice and 

t-. Texas Railroad Commission as well as by tiie , .tnesses for Tex Mex, KCS and otiier 

parties m tiieir fiUngs on March 29, 1996 and April 12, 1996. 

AppUcants do not d.̂ -pute tiiat tiie merger with ihe BN/Santa Fe Settiement wil! reduce 

tiie Class I railroads serving tiie U.S.-Mexico market from mree to two.̂ ' Applicants, 

however, rei..'rate tiie contention made in tiieir application to tiie effect tiiat such a reduction 

WiU not di.runish competition, eitiier as a general matter or in tiiis particular market 

As discussed in tiie rebuttal verified statement of Professor Curtis Gnmm, Applicants-

rebuttal arguments on tius issue largely reiterate tiie arguments submitted witii tiieir original 

appUcation and add Uttie new to tiie debate. AppUcants do proffer some traffic analyses to 

support tiie proposition tiiat competition from SP is not a significant factor m the market. In 

his rebuttal verified statement, Joseph EUebracht identifies some serious errors m rj,cse 

analyses. l)^ 

The extent tc which a reduction from tiiree raUroads to two railroad reduces 

competition is obviously a critical issue ui tius case tiut tiie Board needs to consider very 

carefiilly. Tex Mex submits tiiat its witnesses and tiiose of tiie Department of Justice and 

otiier parties have shown persuasively tiiat tiie los. of competition wUl be very substantial 

and irreversible and AppUcants have not refilled tiiat showing 

' f T f.̂ ' AppUcants. contend tiiat the only relevant market for purposes 
I JT^^^I' appUcahon IS tran^^rtation tiirough the Laredo gateway. We show in 
Pomt IV why tius contenDon has no merit. " J 
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rv. THERE IS NO MERIT TO BN/SAOTA FE'S CLAIM (WHICH APPLICANTS 
DO NOT MAKE) THAT THE ONLY RELEVANT M^ARKET FOR U.S-
MEXICO RAIL TRAFTIC IS l ARFno 

BN/Sa t̂a Fe disputes Tex Mex's concems about loss of a third competitor in the 

market served by Tex Mex on the additional ground ~ not addressed by Applicants - that 

the relevant market served by Tex Mex consists solely of rail transportation through Laredo. 

Relying on i.s witnesi Joseph Kalt and citing Mr. Ellebracht, BN/Santa Fe states: 

[TJt is not accurate to view all Mexican gatev̂ fays as being in the 
same market. Ratiier the advantages of the Laredo gateway are 
so great that it constitutes a relevant market unto itself. It is 
therefore the diminution and restoration of competition at 
Laredo — not for -'U Mexico-bound traffic — that requires 
analysis. 

BN/SF-54 at 28 (foomotes omitted.) BN/Santa Fe appears to argue that BN/Santa Fe's 

transportation through other Mexican gateways does not compete with UP's and SP's 

transportation through Laredo and should not be considered in the ccmp>etitive analysis. 

There is no merit to BN/Santa Fe's contention. As Mr. Ellebracht states in his 

rebuttal verified statement: 

Neither I in my deposition testimony nor Dr. Kalt in his verified 
statement suggested tiiat Laredo constituted a "relevant market 
unto itself" In fact, it seems obvious to me that relevant 
trosportauon markets are properly defined by commodity types 
and origins and destinations, not by where particular rail Unes 
cross the border. 
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a>d.ach,PVSat5. Mr. Ĥ ebracht's v.ew of the proper way to define transponadon ' 

nwkets ts Shared by Appdcants' witness Koben W„l,. as well as Tex Mex's Or. Gnmm 

(Grimm RVS at 3.) 

Mr. eiebtach, also explams U,at. a,U,o„gh i, „ p„„^,^, ^ 

evtdence that for many ttaffic .ows dansf̂ nadon served by BNSF. pantcular.v Eagle Pass 

and. .o a lesser extent. HI Paso. pn,vides .mponant compeddon for ttansponadon through 

U^o.- aiebtachtRVSatS-e. -ong other ev.de„ce. Mr. Hllebtach, ctes statements by 

Kait and by RoUm Bredent̂ rg. BN/Santa Fe's V.ce P,«.den. for T,a„s,„nadon 

showmg tiiat BN/Santa Fe views it-â if 
views it^lf as an important competitor over its El Paso and Eagle 

Pass gateways, and statements by UP's wim-ss Richs.rH P , 
y ur wimwss Richard Peterson to tiie same effect. Id. at 

Fannland Indus^es and *e Kansas. Colotado and Oklahoma Sh,ppe. Assocadon 

a^so provide conce. examples of the compeddon provided by BN/Santa Fe Fredenc 

Schn^t, Vice.Pres.den. of Ttansponadon for Fannland Industnes. explams in his Verified 

Statement tha, -Although ,Fan„ia„. ^ ^ ^ ^^^^ ^^^^ 

Paso for dte same uaffic has increased. • Schradt VS at 2 James lrl,nH 
.5 ai z. James Irlandi, representadve of 

the Kansas. Colorado and Oklahoma Shippers Association . , . 
onippers Associadon. explains diat "The bottom line is 

some potendal markets - i.e. a r^ucdor i„ ,h! ^ ^ ' " " ' ^ '̂ oncenrauon 
some points and in some c^^dorf U^^S^™ Wil^l-^^Tj^g^ » -

in 
at 
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tiiat tiie grain shippers in tiie Midwest presentiy have three alternatives over tiie Eastem 

Mexico rail gateways tiiat tiiey can use to move tiieir grain to Monterey, Mexico City and 

otiier destinations witiiin Mexico iand if] tiie merger is approved, they will only have two. 

Irlandi VS at 2. 

In sum, as Mr. EUebracht concludes: 

Altiiough BNSF is not and wUl not be as strong a competitor as 
SP for many reasons, including tiie superiority of tiie Laredo 
gateway, BNSF's and AppUcants' witnesses themselves shew 
tiiat competition from BNSF from otiier gateways is nevertheless 
significant for shippers of goods between tiie United States and 
Mexico. 

EUebracht RVS at 9-10. 

V. APPUCANTS AND BN/SANTA FE HAVE NOT SHOWN THAT BN/SANTA 
FE WILL BE AS VIGOROUS AND EFFECTIVE A COMPETFTOR FOR U S -
MEXICAN TRAFTIC AS SP LS CURRFNTT V ' 

In tiieir rebrtals, AppUcants and BN/Santa Fe dispute tiie conclusions of Tex Mex 

witnesses tiiat BN/Santa Fe wiU not be nearly as effective a competitor for U.S.-Mexican 

traffic operating over trackage rights between Houston, Robstown and Brownsville as SP has 

been. These contentions are addressed and reftited in detail in tiie rebuttal statements of Mr. 

EUebracht and Mr. Haley. Those statements show tiiat BN/Santa Fe's operations under tiie 

BN/Santa Fe Settiement Agreement will have serious disadvantages compared to SP's current 

operations. Mr. EUebracht also reaffirms his conclusion tiiat "BNSF has not shown tiie 

commitment or made anywhere near tiie Investment in »he difficult Mexico rail market tiiat 

SP has." EUebracht RVS at 2. 
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AppUcants and BN/Santa Fe have not tebuded that conclusion wid, subsand^ " -

evidence. T̂ ey have only offeted self-servmg declaradons by BN/Santa Fe execudves abou, ' 

intent to compete vigorously. Ptedicdng future compeddve êai is admittedly 

amendable to concrete evidcnc. m dUs case, however, diere is no serious dispute d«, the 

merger wiu,out conditions wouid p«ent massive compeddve pn,blems, and die only 

soludon d«t AppUĉ ts are proffering to Uiose p̂ blems is service by die only other 

— g Class . tailrcad serving Mexico. Ui view of the fact that so many disinterested 

pames. mcluding die Depanment of Jusdce, the Depanment of Agriculture and al, of the 

agenda of die State of Texas, have condud,̂  tha, BN/Santa Fe will ̂ t „,ve d« pmblem. 

Tex Mex ,«pect&lly submits dot Boani would be aWicadng its responsibUity to die public 

ifit found no problem requinng additional conditions. 

S T : ! ^ ? ; ^ " . ™ ^ ^AFHC STTJDV ARE •)! 

Applicants' daffic sdidy witness Kchard Peterson cndcizes Mr. Hlebtacht's trafflc 

s^y on various grounds. TT«=se are ŝo addressed and reflited in detail a, pages 2^33 of 

Mr. EUebracht's rebuttal statement. Among other things. Mr. Ellebracht shows diat Mr. 

Peterson s very rosy forecasts about *e additional daffic BN/Sanu Fe will supposoily bring 

to Tex Mex at Robstown are highly improbable on their face. 
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MI. APPLICANTS' RECENT SETTLEMENT WITH CMA HAS NO SIGNinCANT 
EFFECT ON TEX MEX OR THE MARlvFT<; TT grpvrc ' 

AppUcants have reUed heavily on tiieir recent settiement agreement witii tiie Chemical 

Manufacturers' Association ("CMA") to respond to tiie arguments of a number of parties not 

including Tex Mex. AppUcants have not relied on tiie CMA settiement in tiieir rebuttal of 

Tex Mex's responsive appUcation, however, for tiie very good reason that tiiat settiement has 

no significant effect on Tex Mex or on tiie problems identified by Tex Mex. The CMA 

settlement purports to address some asserted operational problems tiiat BN/Santa Fe would 

experience under tiie original BN/Santa Fe Settiement on lines north of Houston, but it 

make5 no change to BN/Santa Fe's operations soutii of Houston or change any of the facts 

discussed by Tex Mex tiiat wiU make tiiose operations significantiy inferior to SP's 

operations pre merger.̂ ' Nor does tiie CMA settiement change tiie reduction in Class 1 

carriers serving Mexican gateways finom tiiree to two. 

The CMA settiement does expand BN/Santa Fe's access to some existing shippers, 

but tiiis is likely to have Uttie effect on tiie flow of traffic through Laredo. For example, the 

agreement gives BN/Santa Fe direct access to certain shippers at two stations m Louisiana, 

Lake Charles and West Lake. As Mr. Ellebracht notes in his rebuttal, 

. Ellebracht RVS at 33. 

- The one provision in tiie CMA settiemerrt tiiat relates to BN/Santa Fe's access and 
mterchange nghts at Corpus Christi was meant .0 clarify tiie tenns of tiie original BN/Santa 
Fe Agreement, not to make any substantive change. UP/SP-242, Applicants' Responses 
to tiie Texas Mexican Railway Company's Fourth Set of Intenogatories to AppUcants, at 4 
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He concludes that "[i]nclusicn of these shipments as potential traffic sources for the BNSF-

Tex Mex route would not significantly change the results of tiie traffic study 1 conducted." 

vm. APPLICANTS HAVE NOT REBLTTED TEX MEX'S SHOWING THAT THE 
MERGER WrraOUT TEX MEX'S CONDmO.NS WU>L RESULT IN THE 
LOSS OF ESSENTIAL SERVICES TO TEX MEX SHIPPERS. 

AppUcants' chief response to Tex Mex's "loss of essential services" showing is to 

attack Tex Mex's diversion study and claim that Tex Mex will be healthier, rather than 

gravely damaged, by the merger and Applicants' settiement with BN/San a Fe. Applicants 

do not du^tiy address Tex Mex's evidence (primarily through witness Patrick Krick) 

showing tiiat Tex Mex cannot sustain operations with the loss of traffic that Mr. EUebractit 

projects that the merger viU cause to Tex Mex. Instead of analyzing and rebutting Tex 

Mex's evidence on tiiis point, AppUcants merely assert that there is "no basis whatsoever" 

for thie conclusion of Mr. Krick and other Tex Mex wimesses that Tex Mex's survival will 

be threatened by the merger. If the Board agrees with Tex Mex tiiat Applicants' attacks on 

Mr. EUebracht's diversion study are unfounded, Mr. Krick's analysis of tiie impact of that 

traffic loss on Tex Mex's viabiUty is unrebutted.-' 

Mr. Peterson also contends that it is unlikely that Tex Mex's route bet'veen Corpus 

Christi and Laredo would be "left to rust" in the event that Tex Mex weie to cease 

- AppUcants also dispute Mr. Krick's conclusion on the ground that KCSI invested in 
Tex Mex after both the merger and the AppUcants' settiement with BN/Santa Fe were 
announcefl, and they ask the Board to draw the inference tiiat KCSI must not have doubted 
Tex lex's ability to survive the merger. However, the Board could just as readily infer tiiat 
KCSI made this investment »vith the expectation that the anticompetitive effects of the 
merger, even with the BNSF settiement, were so great that tiiere would be littie question but 
•Jiat the Board wou:.; grant the conditions sought by Tex Mex. 

-16-
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operations du to lost business resulting ft-om tiie merger. There is no basis for Mr. 

Peterson's view. On tiie contrary, Mr. Knck explained m his onginal venfied statement that 

Tex Mex is an extremely efficient operator over tiiis line, but he demonstrated that even such 

an operator at peak efficiency would go out of business if faced with the traffic diversions 

predicted by Mr. EUebracht. There is no rea..on to believe that any other operator of this 

Une could operate it at a profit witb tiie oaffic levels projected by Mr. Ellebracht If 

sufficient traffic is not tiiere, no can.̂ r̂, not even UPSP or BN/Santa Fe, could sustain 

operations over it for long. 

Mr. Peterson also asserts tiiat most of Tex Mex's on-line shippers are at points sensed 

by otiier raUroads, could be served by new branchUne operations, or can use tmcks for 

transportmg tiieir goods. Peterson RVS at 134-35. There is no evidentiary support or 

reasonable basis for Mr. Peterson's supposition tiiat new branchUnes would spring up after 

tiie demist ,{ tiic Tex Mex. While a number of Tex Mex's on-line shippers are at or neai 

points served by otiier railroads, tiiese shippers have made it clear tiiat those otiier railroads 

do not in fact represent a viable alternative for tiieir traffic to Mexico. For example, those 

shippers m Corpus Christi seeking to serve Mexico via tiie Laredo gateway would have to 

ship via San Antonio in tiie absence of tiie Tex Mex line between Corpus Chnsti and Laredo, 

which would double tiie distance to Laredo and drastically change the economics of tiieir 

operations. 

For example, AppUcants have offered no evidence to refute the statement of WilUam 

E. BaUey, President of Corpus Christi Grain Co.. tiiat "The UP has proven over tiie past 18 

years tiiat tiiey are more interested in a $2400 dollar long haul to Laredo (approximately 900 
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™ies, dian a S700 dollar shon haul to Uredo ,150 miles,. . . . For this reason we feel tha, 

we would no, be compedtive in die Mexican rail marte.- Nor have appUcanu refuted the 

statement of Abel Gonzalez. ,r. of Global G..,in Co.. diat "Whe only rail ̂ ten̂ dve 

available for die South Texas shipper is the Tex Mex Railroad.- which is -to l̂y committed 

in supplying cars from the Con̂ us Chrisd-Uredo grain belt area to Mexico." as opposed to 

UP and SP Which, due to die shon distance to Mexico relative to their Midwestem shippers, 

•refiise to senacc dieir own line elevators wiUi rail cars dunng harvest and Mexican peak 

buying season." 

Similarly, Mt. Peterson does not provide any evidence sup mg his conclusory 

statement (Peterson RVS at 135, n. 52) diat -well-known marketplâ  realities- should 

pennit Barr Iron & Metal Co. to duck its scrap steel and other salvage products. By 

condast, Barr's owner. De npsey Ban, who should be in U,, best position ,o assess those 

•realities," has stated diat die merger -would probably dose our operations down.-

^ O ^ i J ^ J ^ r J ^ ^ J ^ ' ' ^ WCM^ APPLICATION IS 

Witii Its responsive appUcation, Tex Mex also fUed an application under fonnei 4. 

U.S.C. § 11103 for an order pennitting it to use two short segments of the Houston Belt & 

Tenninai Railway Company's ("HB&T") tenninai trackage m Houston. Texas in order to 

facUitate Tex Mex's efficient operation tiirough Houston ..nd Tex Mex's interchange witi, 

otiier raiUyads in Houston. As stated i . that appUcatior (docketed a. Finance Docket No. 

32760, Sub. No. 14). HB&T is owned m erual parts by BN/Santa Fe and by Missouri 

Pacific Railroad Company ("MP"), a subsidiary of UP. 
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Neither Applicants. BN/Santa Fe nor any other party has opposed this application. 

Moreover, AppUcants and BN/Santa Fe have expressly endorsed Tex Mex's contentions in 

the Rebuttal Argument in Suppon of AppUcation for Terminal Trackage Pughts (UP/SP-232. 

Tab F) that they jomtiy fUed in support of tiieir appUcation for an order granting BN/Santa 

Fe certain terminiJ trackage rights over KCS in Shreveport.* 

For the reasons stated in Tex Mex's unopposed application, Tex Mex submits that if 

the Board grants its responsive application for trackage rights over Applicants lines between 

Robstown, Houston and Beaumont, granting tiiis terminal trackage rights appUcation is also 

clearlv warranted. 

-' In addition, in March, 1996, Mr. Allen Haley on behalf of Tex Mex met witii Mr. J.B. 
Mathis, General "Manager of HB&T, to discuss Tex Mex's need for trackage rights over 
HB&T and switching services from HB&T. Mr. Mathis did not indicate that Tex Mex's 
proposed operations and requested services would present any operationcil problems for 
HB&T, and has indicated that HB&T does not intend to submit any response to Tex Mex's 
appUcation separate from the responses fUed by AppUcants and BN/Santa Fe. 
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CONrTTT5;Tnv 

For Ute reasons stated in Utis rebutta and in Tex Mex's responsive apphcation and 

~ «ac^e app^c^ion, die Board should approve die UP/SP metier only on the 

-..on dia. Appocants gran, trackage rights to Tex Mex over Appticants' Unes between 

Robstown. Texas and B«umo„, ^ „„„ ^ ^ ^^^^^ 

application, and should giant Tex Mex'c ar^i;^^ r 
giBnt Tex Mex s appUcation for tenninai trackage rights over Unes of 

HB&T, as more fuUy described in that appUcation. 

tfuUy submitted. 

Dated; May 14, 1996 

Richard A. AUen 
Andrew R. Plump 
John V. Edwards 
ZUCKERT, SCOLTT & a 
RASENBEROER^ LLP " 
888 Seventeentii Street NW 
Suite 600 
Washmgton, DC 20006-3939 
(202) 298-8660 

Attorneys for Texas Mexican Railway 
Company 
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REBUTTAL VEREFTED STA fEMENT 

OP 

JOSEPH F. ELLEBRACHT 

1. INTRODUCTION 

My name is Joseph F. EUebracht. I am an independent transportation consultant, and 

I previously submitted a verified statement in suppon of Tex Mex's responsive application, 

in TM-23. Two enata statements were also filed m comiection witii tiiat venfied statement. 

In tius statement I wUl respond to some of tiie comments made about my venfied statement 

and tiie Tex Mex responsive application. 

2. SUMMARY OF MY PREVIOUS STATEMENT. 

My previous statement in TM-23 mcluded tiie foUowing principal findings and 

conclusions: 

Tex Mex and SP, operanng togetiier, have been effective and aggressive competitors 

tc UP for raU traffic to and from Mexico. Shippers of tiiat traffic have benefitted from tins 

competition among U.S. raUroads notwitiistanding tiie current state ownership of tiie rail 

system in Mexico. 

SP has been essential to Tex Mex's abUity to serve its inteinational and local markets. 

Also, tiie impact of tiie recent BNSF merger will Ukely be positive for SP-Tex Mex service, 

absent a UP/SP merger. 



The UP/SP merger as conditioned on die BNSF will result in a substantial loss of 

compeddon in die markets Tex Mex selves. First, reducing the number of major U.S. 

railroads serving Mexican gateways from d«e to two will sigruficandy lessen competition 

for U.S.-Mexican daffic, Funhennore. ™,der die BNSF senlement, BNSF wiJl „„t be nearl 

as effective a competitor to UP as an independent SP has be«i for U.S.-Mexican rail oaffic 

generally and dirough die imponant Laredo gateway in panicuiar. The many reasons 1 ci«d 

for BNSF's compedtive disadvantages compared to SP include die facts tha, BNSF will be 

op«ating via dackage righdl for a much larger ponion of die hauls. wUI be operating over 

routes which in many cases are longer Uian SP routes and much longer d«n die merged 

UPSP's route, and wdl be operating over a more congested line. Funhennore. BNSF has 

not shown die commidnent or made anywhere near die substantial inve,.mKnt in die difficult 

Mexico rati market tiiat SP hai. 

I also concluded tiiat tiie UP/SP merger, as conditioned on tiie B.NSF settiement, wUl 

r^ult in Tex Mex losuig approximately 37% of its mterUne tiaffic (in terms of carloads 

adjusted for tiie effects of developments smce 1994. mcluding recent mergers) ar.d 34% of its 

total revenues (based on 1994 adjusted revenue figures). 

. Finally, I concluded tiiat granting tiie trackage nghts sought by Tex Mex as a 

supplement to BNSF's rights under the BNSF settiement wUl help restore competition in the 

markets sensed by Tex Mex to sometiiing closer to tiie level tiiat exists now. In tenns of 

traffic impacts, tiie UP/SP merger, as conditioned on tiie BNSF settiement and tiie conditions 

sought byjex Mex, wUl increase Tex Mex's total revenues over tiie adjusted base by 3%. 

v 
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1. 

3. UNREBUTTED TESTIMONY 

WhUe many comments were made by various parties about my testimony, none of 

AppUcants' wimesses or BNSF's wimesses took issue witii tiie following conclusions that I 

reached: 

• The SP-Tex Mex route has been an effective competitor to UP for traffic tiirough 

Laredo. 

SP has madt extraordinary efforts to develop the Mexican market witii Tex Mex. by 

maintaining a substantial sales force in Mexico, by estabUshing a special marketing 

group to eUmmate barriers to using tiie SP-Tex Mex route, and by making substantial 

investments to help the Mexican raUway system develop its capabilities. 

*• Truck and water competition are not sufficient to constrain significantiy rates for rail 

transportation between the U.S. and Mexico. 

• Shippers of goods by rail between tiie United States and Mexico have benefitted from 

competition between U.S. raUroads despite the state ownership of tiie Mexican rail 

system. 

• Railroad marketini? personnel know tiiat tiiere is generaUy a range of primps that may 

be charged for rail rransporution, due to modal and geographic competition, but tiic 

price that will be charged is a function of the amount and character of raU-to rail 

competition. Railroad marketing personnel are acutely aware of tiie rail-to-rail 

competition they face when bidding on significant traffic flows. (The testimony of 

SP's Mr. Gazzetta, in UP-SP - 231, Volume 2, Pan A. shows this awareness very 

clearly.) 



• Many customers at Houston who had two-Une rail service to Laredo via SP-Tex Mex 

wUl have to use tiuiee-Une service to ship via BNSF-Tex Mex if tiie merger is 

approved as proposed by AppUcants, since UPSP wUI handle tiieir traffic at Houston 

in reciprocal switch .<«rvice. 

Under tiie merger plan as proposed by tiie AppUcants, BNSF has tiie option of 

operating via haulage rights to comiect witii Tex Mex. Should tiiat happen, tiie 

possibUity of service competition witii UPSP wiU be eliminated. 

- Mr. Ainsworth and Dr. Roberts, who togetiier and separately analyzed diversions 

from tmckload carriers to raU intennodal service ansmg from tiie merger, each erred 

in tiieir treatment of truck traffic to Mexico.' 

4. POINTS IN MY STATEMENT TO WHICH UP, SP OR BNSF TOOK EXCEFHON 

A. There is a Three to Two Reduction in Compet.Jon at the 
Mexican Border Crn«ingc 

BNSF disputes my conclusion tiiat tiie merger wUl cause a significant loss of 

competition in tiie m.arket for transportation of goods between tiie Umted Stages and Mexico 

by reducmg tiie major raUroads serving tiiat market from tiiree to two. Citing my deposition 

testimony and its own wimess, Joseph Kalt. BNSF asserts tiiat "tiie advantages of tiie Laredo 

ider^tifJT^BN^P%fn7 " ' ^ ^ ^ ^ of anotiier defect tiiat I and otiiers 
Identified m tiie BNSF Settiement Agreement. I noted tiiat tiie compensation tenns contained 
an escalation provision tiiat does not adjust for ftiture productivity increases thereby 
fhTtr. "'^ compensation payable by BNSF would far exceed tiie costs 
ChemLTM. 7 T ' ^ ' ^ r ''"''^"^ ^PP^'^^^' ^̂ "̂̂  t̂tiement ^e Chenuc^ Manufacturers' Association appears to acknowledge tins defect bv allowing BNSF 

T o ^ l J ^ T i r T T " " Ti^"^'^'^ ^'"^ system-w.de costs. This amended escalation 
fonnula should also be appUed to any trackage nghts granted to Tex Mex in tins proceeding 
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m 
are so great tiiat it constimtes a relevant market unto itself" (BN/SF-54 at 28; foomote 

omitted.) Based on this assertion. BNSF appears to argue tiiat BNSF's u ŝportauon 

through other Mexican gateways does not compete with UP and SP's transportation through 

i-aredo and should not be considered in the competiuve analysis. 

There is no merit to BNSF's contention. Neitiier I in my deposition testimony nor 

Dr. Kalt ui his verified statement suggested tiial Laiedo constituted a "relevant market unto 

itself" In fact, it seems obvious to me that relevant transportation markets are properly 

defined by commodity types and origins and destinations, not by where particular rail lines 

cross the border. 

I certamly agree, as I and other Tex Mex wimesses have stressed, tiiat Laredo is tiie 

principal raU gateway between tiie U.S. and Mexico. It has a generally superior 

infrastrucmre and also is on the shortest route between many U.S. and Mexican ongins and 

destinations. These advantages certainly influence tiie shippers' choices of rcutes and 

carriers. For these reasons, and because UP and SP (with Tex Mex) are the only Class 1 

railroads sen ing Laredo, the anticompetitive effects of the merger are particularly severe 

with respect to traffic moving through Laredo. 

It is not true, however, and I have never suggested, tiiat transportation by BNSF 

through other gateways does not provide significant competition for transportation through 

Laredo. In fact there is substantial evidence tiiat for many traffic flows transporution though 

otiier gateways served by BNSF, particularly Eagle Pass and, tc a lesser extent. El Paso, 



provides important ccinpetition for transportation through Laredo.̂  A prime example of 

this, which was desenbed in tiie verified statement of Larry Fields in TM-23, p. 41, 

occurred when BNSF in 1995, and again tiiis year, imposed a $300 per car surcharge on all 

grain cars destined for Laredo, which had tiie effect of closing that traffic off completely 

from Laredo and divertmg much of it to Eagle Pass via BNSF's haulage rights. 

Indeed, Dr. Kalt himself confirms that BNSF is a significant competitor for traffic 

between the U.S. and Mexico via El Paso and Eagle Pass. He states: 

As a component of the BN/Santa Fe merger, BN/ Santa Fe acquired greater 
access to Mexico via trackage rights on SP. Less tiian two quarters after tiie 
commencement of this expanded access, BN/Santa Fe service over SP, from 
Vaughn, NM to El Paso, TX, curtentiy operates at four trains per week. BN/ 
Santa Fe's service via haulage rights to Eagle Pass is mnning about three 
trains per a week, including a lOO-car unit grain train. 

BN/SF-55, Kalt V.S. at 33. BNSF's competitive importance is further supported by the 

deposition testimony of Rollin Bredenberg, BNSF's Vice President for Transportation, who | 

stated that BNSF "is aggressively increasing its traffic over Eagle Pass" and is actively 

marketing its services through Eagle Pass to "chemical shippers, metals shippers and 

especiaUy [shippers of] ag commodities. . . . " Bredenberg Dep. of 3/8/96 at 64. These 

BN/Santa Fe operations compete witii botii tiie UP and tiie SP operations over each of the 

Texas gateways.' 

^ The traffic volumes that moved through the U S.-Mexico gateways and the markc 
shares of the three Class I carriers involved in tiiose movements in 1994 are set forth at page 
77 of my ftarUer statement and in the errata to tiiat statement. 

' AppUcant's proposed new CaUfomia-Laredo-Mexico City intermodal service will also 
compete directiy with the BN/Santa Fe Califomia intermodal service through El Paso if the 
merger is approved. See Bredenberg. Dep. Tr. at 64. 

i 



Neitiier AppUcants nor tiieU- wimesses dispute tiiat BNSF today is a significant 

competitor for traffic now moving tiu-ough Laredo. On tiie contrary. Applicants' wimess 

Richard Peterson argues in his rebuttal verified statement tiiat "witii BN/Santa Fe's new 

haulage rights to Mexico via Eagle Pass, and tiie difficulties associated witii tiie three-line 

haul to Uredo via SP and Tex Mex, BN/Santa Fe will be under strong pressure to move this 

traffic to Eagle Pass, unless it gets a direct connection witii Tex Mex tiiat bypasses SP." 

UP/SP-231, Peterson RVS at 110 (emphasis omitted). See al.sn id. at 114 (same). Uter in 

his statement, Mr. Peterson again emphasizes tiie competition between the Texas gateways. 

S « id. at 113 (BaN/Santa Fe's haular̂ e rights wUl b; a "quite attractive" altemative to its 

present mterUne service tiu-ough I-.aredo).'* 

* S M ^ , UP/SP-231, Peterson RVS at 124, 126, 127, and id. at 127-28 (discussing a 
glSwa'^-r^"'"" "BN/Santa Fe's new access to Tex Mex and tiie otiiei Mexiam 



The tables below indicate tiie competition amonf tiie border crossing routes for traffic 

between major traffic sources in tiie United States and major destinanons in Mexico: 

Tn iffic frp:ii the T( 
Mexico, by M 

HI Largest U S. RaU Origin BEAs for Shipment to 1 
ajor U.S. Border Crossing (tiiousands of tons) f 

Laredo Eagle Pass BrownsviUe El Paso 1 Sum | 
El Paso, Tx 

Chicago, IL 

Kansas 
City, 
MO/KS 

AbUene, KS 

Lubbock,TX 

Houston,TX 

Midland-
Odessa,TX 

St. Louis, 
MO 

Omaha, NE 

Memphis, 
TN 

SUM 

% by 
Gate wav 

Source: 1994 WaybUl Sample 
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Traffic to tiie Five Largest Mexican Rail Impon Destinations 
by Major U.S. Border Crossing (kg) j 

Laredo Eagle Pass BrownsvUle EI Paso j Sum j 

Pantaco, 
D.F. 

Monterrey, 
NL 

Guadalajara, 
JA 

San Luis 
Potosi, SL 

Torreon, 
CU 

SUM 

% by 
Gateway 

Source: TMM 

WhUe origin to-destination information was not avaUaole, the tables show tiiat traffic routing 

is distributed among tiie gateways for nearly aU of the origins and the destinations. This 

strongly suggests tiiat there is competition among the gateways for much of tiie 

traffic handled. 

In short, I beUeve there is no basis for BNSF's suggestion tiiat only transportation 

over tiie Laredo gateway should be considered and tiiat competition provided by BNSF over 

other gateways is either insignificant or irrelevant to the competitive analysis. Although 

BNSF is not and wiU not be as strong a competitor as SP for many reasons, including the 

superiority of the Laredo gateway, BNSF's and Applicants' wimesses themselves show that 



competition from BNSF from other gateways is nevertheless significant and important for 

shippeis of goods between the United States and Mexico. 

I also beUeve tiiat tiie effect of ttie merger of reducmg tiie number of Class I railroads 

servmg tiie U.S.-Mexico gateways from tiu-ee to two wUl inevitably reduce competition. 1 

explained in my earUer statement that railroad marketing personnel are more competitive 

when tiiey have more tiian one competitor. 1 also have explained that tiie stmcture of tiie 

industry can be expected to change when tiiere are generally only two competitors, to a 

stmcture with less price competition. 

In this regard. I beUeve it is very mstmctive to compare the experience and 

performance of eastem raUroads in tiie UnitRd States witii tiiat of westem railroads in recent 

years. Witii tiie BNSF merger and tiie UPSP merger we can expect tiie westem railroad 

competitive mUieu to more closely approx.mate tî at east of tiie Mississr^pi, where tiiere have 

been generaUy two or fewer major competitors at key points. UP's Mr. Kauders has used 

tiie AAR's Analysis of Class I RaUroads to Ulustrate some of his points. Some of tiie data in 

tiiose volumes, however, also shed considerable light on Uie relative impacts of tail 

competition in tiie West compared to tiie long period of stability and less direct competition 

m tiie East. Companng 1988 data witii 1993 data for both the West and the East, for 

example, shows that the profit margms per ton-mUe of the eastern carriers were not only 

39% higher than tiiose of tiie westem carriers ($.39 vs. .$28) at tiie beginning of tiie period 

but also increased 54% during those five years (from $.39 to $.60), while margins for the 

westem carriers did not change at all. 

10 i 



r 1988 1993 

Eastern Region 
(certs per ton-nule) 

Freight Revenue: 
Freight Expense 
Margin 

3.51 
3.12 
0.39 

3.33 
2.73 
0.60 

Westem Region 
(cents per ton-mUe) 

Freight Revenue: 
Freight Expense 
Margin 

2.39 
2.11 
0.28 

2.21 
1.93 
0.28 

Source: Unes 739 and 743, Analysis of Class I Railroads, AAR- 1988-
1993 

B. Errors in Applicants' Analyses of the Effect of Reducing Competitors 
From Three to Two. 

In regard to tiiis question about tiie loss of competition tiiat can be expected from tiie 

eUmination of SP as an independent competitor, I also beUeve tiiere are some significant 

errors ui tiie analysis of UP's wimess B. Douglas Bemheim. Dr. Bemheim did some 

regression equations for UP automobUe shipments in 1994, (which were also commented 

upon by UP's Mr. Peterson) tiiat Dr. Bemheim says show tiiat "price is essentially 

unaffected by SP's presence." Dr. Bemheim reUed upon UP to code tiie shipments as to tiie 

number of competitors. 

Looking at his workpapers with tiie perspective of my 14 years experience marketing 

raU services for SP, it is obvious to me tiiat whoever did tiie coding had a inappropriate way 

of deciding on the amount of competition faced by UP. For example, shipments from 

Arlington. TX to the Chicago area and to New Jersey were considered to bt UP only, when 

in actuaUty tiie potential competition from ATSF, BN, and SP were significant constraints on 

11 
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UP pricing.̂  Anotiier example is of traffic coded UP phis a non-SP competitor, for which 

many of tiie observations originated in Tacoma WA and temi.nated at points m tiie East. 

This import traffic enjoys some of tiie lowest rates around, partially because it can be landed 

at any of seve^ West Coast ports. To consider it as havmg only two competitors, and to 

say tiiat SP docs not compete for it, is completely wrong, at least when considering tiie 

competitive impacts on tiie rates. Anotiier example is a substantial portion of the UP plus SP 

coded traffic tiiat origmates at Fremont and Wami Spnngs CA and temunates in tiie East. 

Tl̂ e presence of ATSF in the San Franasco Bay area has a very strong impact on tiie rates 

ttiat can be charged for ttus traffic. In addition to tiiese codmg problems, tiie code for port 

onginations is rife witii errors; some port locations are treated as not bemg ports, and otiiers 

are sometimes treated as ports and sometimes not. 

In addition, I beUeve tiiat Dr. Bemheim's analysis of movements of cases where UP 

faces two otiier competitors not mcludmg SP and die conclusions he draws from tiiat anal) sis 

are quite erroneous (UP/SP-231. Bemheim RVS at 14. n. 3). As Dr. Bemheim himself 

points out in a foomote (id. at 14. n. 3) aU but one of tiie movements analyzed went to a 

smgle pomt. Port AUen. LA near Baton Rouge. Furthemiore, in addition to direct 

competition from KCS and IC, tins pomt is easUy served .̂ rom New Orleans, mtroducing 

competition from NS and CSX. 

Mr. Peterson also makes some comparisons of UP's revenue per net ton mUe for 

' The competition would be tmck-rail which is frequentiy used from assemhk -i.nrc 
and always considered a serious tiireat. assembl> plants 
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UP's automobile traffic.* In tiiese comparisons he makes some of the sam.e sorts of 

mistakes tiiat I found in tiie traffic coding on which Dr. Bernheim relied. He calls markets 

with Northeastem origins and Westem destinations such as Denver. DaUas/Fort Worth and 

Houston tiiree carrier markets. They are now, but in 1994, tiie year for which he analyzes 

the data, tiiey were four-carrier markets. He caUs Baton Rouge a two-carrier market (Dr. 

Bemheim caUed it a three carrier market); however, for automobile traffic Baton Rouge is 

also susceptible to substantial raU competition via New Orieans and so should be considered 

a five-carrier market. 

In addition, neither Dr. Bemheim nor Mr. Peterson mention one of the most 

important factors ui determuung rates for tiie transportation of set-up autos and tmcks, which 

is ttie availabUity of retum shipments. Retum shipments aUow ttie freighi cars to be used in 

botti du-ections. This is one of tiie most important factors in determining tiie level of rates, 

and is considered closely when bids are computed. This factor is largely independent of how 

many carriers or which carriers serve tiie routes. The faUure of Dr. Bemheim and Mr. 

Peterson to consider this factor seriously undermines tt.e reliabUity of their analyses. 

C. Price Signaling is a Likely Method of Price 
Cnnrriination after the UPSP Merger. 

SP's wimess John Gray took issue witii my view that price signaling would fit well 

witti ttie two-railroad stmcmre of ttie westem railroad industry should ttie UPSP merger be 

approved as proposed by AppUcants. (I note ttiat Dr. Majure, testifying for ttie Department 

' UP/SP-231 Vol. 2. Part B. Page 88-90 
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of Justice, generaUy conci. witii my view."^ My example of price signaling involved one 

of tiie two carriers announcing a named percentage price increase in its customer newsletter 

to apply on soybean shipments, to take effect several montiis in the future. The otiier carrier 

finds out quickly tiu-ough customers or consultants, and decides whetiier to match tiie 

mcrease or not. If not, tiien the first carrier wittidraws ttie increase due to "market 

conditions." 

Price signaUng gets easier witii fewer raikoads, and tiie probabUity of all competitors 

matching increases rises rapidly as tiie number of competitors decreases.' As Dr. Majure 

puts it "By reducmg tiie number raUroads in tiie West from tiiree to two, ttie merger reduces 

ttie number of firms who have to reach ttie same understanding of tiie 'mles of tiie game.'" 

Majure VS at 43. 

Mr. Gray says he is unconvinced by my newsletter example. He argues, "This 

metiiod is avaUable whetiier tiiere are two competitors or 10."' I agree that tiie metiiod is 

avaUable, but tiie probabiUty of success is lower witii more competitors, and witii only two 

competitcrs it starts to work pretty regularly. 

Mr. Gray seems to argue tiiat tiie transmission of tiie newsletter information by 

customers to competmg railroads is unlikely to harm customers because tiie customers would 

^ DOJ-8, page 46. 

* As a simple Ulustration, suppose tiiat there is a 50% chance of any one carrier 
deciding to match tiie mcrease, and tiiat aU must concur or else tiie proponent will not follow 
tiux«ugh on tiie mcrease. With two carriers, tiie probabiUty of an increase is 50%, with tiiree 
tiie probabUity is 25%, with four tiie probabUity is 12.5% and witii five tiie probability is I 
in sixteei.. 

UP/SP-231, vol. 2, part A, tab 9, page 69. 
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not transmit the information unless "the customer sees a benefit to being the messenger 

This argument ignores tiie reaUties of tiie marketplace. In tiie first place, Mr. Gray has 

overlooked many persons who might receive tiie newsletter and transmit the information 

besides customers. For ex .inple. u consultant, of which tiiere are many, could be a 

subscriber to the newsletter and could simply pass the information on to the consultant's 

other interested cUents, one of whom could weU be thf omer railroad. But customers 

tiiemselves also are very likely to transmit tiie information without any assurance that doing 

so wiU benefit tiiem. The customer, who in tiiis case ships soybeans, has a big »]uestion 

when this newsletter arrives from railroad A. Will railroad B match the increase? If so. 

bids to buy and seU soybeans m tiie future have to be recalculated. The customer needs to 

know what raiUx)ad B is going to do .so tiie customer can mn his business. It is absurdly 

unUkely tiiat all of tiie many soybean shippers in the West that ship by rail will join in a 

conspUacy to keĉ 7 mum about railroad A's proposed rate increase, when each individually 

needs to know what railroad B's response will be in order to operate the soybean business 

properly. Then there are tiie customers who get tiie newslettf;r, but only ship wheat, or only 

operate gram loading terminals. They have absolutely no rê 'on to keep any soybean 

secrets, so even a conspiracy of soybean shippers would be unlikely to keep tiie information 

a secret." 

The significant danger of price signaling is directiy relevant to Tex Mex's request for 

10 

" Mr. Gray's suggestion tiiai railroads receiving the information cannot be sure of the 
reUabiUty of the information ̂ s also unreaU.«'»"c in the extreme. Customers most generaUy 
transmit mformation from newsletters by sending xerox copies. 
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eracKâ e nghts. TUe KCS-Tex Mex toute to and from Uredo puts a third competitor back 

imo what would Oihenvise become a ,w<.com,«titor market. The introduction of a third 

competitor, especially one so structutally unUke BNJF and UPSP. makes it much less likelv 

Uiat tact, coUusicn can be effective. While me KCS-Tex Mex route is no, a very direct route 

<o Uredo compared to UPSP's route, it w.11 become more and more of a competitive factor 

Should price cootdination bed.een the odier two tailroads cause p^fit margins on die daffic 

to rise. The possibiUty of incn=ased panicipation by KCS-Tex Mex would put a limit on how 

much die odier railroads can gain from pnce coordination, and thus reduce die likelihood of 

Its use. 

In my view, tt.e .nerser as pmposed by AppUcants will not only ,«luce die number of 

C t e 1 railroads servmg die U.S.-Mexico market from d,.« to two. but also proposes to f 

replace d,e competition now provided by one of those th™ - SP senice dirough Uredo and 

Brownsville - wid, a much less competitive se™ce by BNSF. My conclusion diat BNSF 

will not be an adequate competitive replacement for SP. and will thetefore be an inferior 

connecdon for Tex Mex a, Coipus Christi, is based on sevetal facts discus, xl at lengd, in 

my earlier statement. TTiese include die facts dat BNSF will be opetating over dackage 

rigbd, for a much greater lengdi of U,e hauls, will be opemdng over t̂ utes tba, are longer in 

many cases ttian SP s routes, and will be opeiau.g over a mote congests! route from 

Houston d, Coipus Chrisd. Also. -.-.KF has. in my view, clearly indicated diat it i not and 

will not be'as committed to ptomoting ttiis market as SP has been. For al' of diese reasons. 

I beUeve BNSF wHU not generate enough daffic and nrvenues wtU, Tex Mex to Iteep Tex 
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Mex a viable competitive altemative to a merged UPSP. My projections of the traffic tiiat 

can be expected under ttie merger witii tiie BNSF Settiement are reflected in my traffic 

studies. 

Several wimesses for AppUcanti and BNSF disagree witii tiie foregoing conclusions 

and with my traffic projections on several grounds, which I discuss below. 

(i) Trackage Rights Operations. Applicants and BNSF do not dispute tiiat the 

BNSF service AppUcants are offering as a replacement for SP's service is via trackage and 

haulage rights, whereas SP operated mainly over its own tracks and mainly controlled its 

own dispatching. They argUv however, tiiat trackage rights operations are common and tiiat 

the ICC often found trackage rights to be an appropriate remedy for competitive harms. 

UP/SP-230, pp. 101-104. These arguments do not refute tiie fact, known to most people 

with experience in the raUroad industry, that raUroads do not operate as effectively via 

trackage rights as over their own lines. As I noted in my earUer statement. UP/SP's wimess, 

M.D. Ongerth, testified at lengtii in tiie UP-CNW merger case, F.D. 32133, to tiie serious 

problems SP had in providing competitive service via trackage rights over its principal 

competitor, UP. Altiiough, not surpnsingly, he no longer attributes tiiose problems to UP's 

deliberate discrimination, his testimony in tiiis case reaffirmed tiiat SP had many problems 

witii its trackage rights o"ei UP. Ongertii Dep. of 2/8/96, pp. 189-197, 346-356. 

In short, ttie well-known disadvantages of trackage rights are certainly one relevant 

factor to be taken into account together witii all the other factors in deciding whether a 

proposed trackage rights remedy is in fact an adequate cortective for a competitive problem. 

AppUcants also argue incorrectiy tiiat my critique of BNSF's trackage rights is 
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inconsistent witii Tex Mex's proposed trackage rights remedy. On the contrary, 1 never 

suggested tiiat Tex Mex's proposed remedy would, by itself, serve as an adequate 

competitive replacement for SP's service. Altiiough ttiere are important differences in tiie 

routes and between Tex Mex's and BNSF's commitment to serve tiiis market, Tex Mex's 

operations via trackage rights would experience the same general disadvantages as BNSF's. 

Tex Mex's position is not that its remedy should be imposed in Ueu of tiie BNSF Settiement. 

Tex Mex's position is tiiat its remedy is a necessary supplement to tiie BNSF settiement in 

order to provide a remedy that comes close to preserving tiie competition tiiat now exists. 

(ti) Congestion on the Algoa Route. Applicants and BNSF wimesses also dispute 

Tex Mex's claim tiiat BNSF's route between Algoa and Robstown is extremely congested 

and wUi cause BNSF to provide slow service between Houston and Robstown. Tex Mex's 

wimess AUen Haley is submitting a rebuttal verified statement responding to tiieir criticisms 

of his analysis. Tex Mex's view is also supported by tiie deposition testimony of UP's 

witness John Rebensdorf. Rebensdorf Dep. of 1/22/96 at 243-244. 

AppUcants and BNSF have also argued tiiat tiie proposed Tex Mex route to Houston 

(tiie current SP route) is in fact inferior to tiie BNSF route in terms of congestion and 

circuity. As I discuss below, for many routes, tiie BNSF route is substantiaUy longer tiian 

tiie current SP route. In any event, however, tiiis argument again appears to misunderstand 

Tex Mex's purpose. Tex Mex is not asking for tiie trackage rights in order to avoid working 

witfi BNSF, which would be impossible in any case. Rattier, Tex Mex wants to supplement 

ttie competiuon tiiat it can offer for tiaffic to and from Mexico. If Tex Mex can reach 

Houston, Tex Mex can restore two-Une competition to shippers tiiere, and if Tex Mex can 
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i connect witii KCS at Beaumo shippers who can reach KCS wiU have a tiurd route opuor. 

to use to ship to Mexico. If BNSF is not an adequate replacement for SP, as Tex Mex feels 

and as I have projected, tiien Tex Mex wUl have anotiier revenue source to keep it alive and 

viable so tiiat it can continue to provide competition to UPSP at Laredo. If BNSF chooses to 

exereise its haulage option, severely reducing competition via tiie BNSF-Tex Mex route, tiicn 

Tex Mex wUl have anotiier way to provide at ieast some competition to tiie UPSP route. If 

Tex Mex is wrong about tiie BNSF route, and it is as good a route as UPSP and BNSF 

suggest, tiien traffic wUl naturaUy flow to it and competition wUl not be hamied. 

Mex's Surmosed Inflnenr. With Qh,pp,̂  yP's Mr. Peterson suggests 

ttiat Tex Mex's mfluence witii Mexican shippers will protect it from losing traffic as a result 

of ttie merger. LT/SP-23I. Peterson RVS at 105. This claim is mcorrect. Alttiough Tex 

Mex's Larry Field's noted ttiat Tex Mex has "some marketing advantages witii Mexican 

customers."" tiie traffic evidence makes clear tiiat tiiese advantages do not give ,t enough 

influence witii customers to provide serious competition to UPSP witiiout a committed 

partner, or to free Tex Mex from almost total reliance on Tex Mex's U.S. interiine partner 

for overhead traffic. Mr. Peterson identifies carloads of traffic handled by a UP-Tex 

Mex route to or from Uredo m 1994, as evidence of Tex Mex's traffic mfluence. 

Tex Mex 

participated in none of tiie interniodal units handled by UP to, from or via tiie 

' ^ - 2 3 , pg 42. 
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Laredo gateway". Most teUingly, Tex Mex's share of northbound traffic via Laredo (where 

its routing influence should be most apparent) in 1994 was only 

Tex Mex has a smaU sales effort, appropriate for a raUroad of its size, in both the 

United States and Mexico, but nothing remotely resembling the marketing and sales 

infrastmctures of UP and SP. Generally, in arranging shipments for U. S. customers via SP-

Tex Mex, SP handles the customer interface, and tells the customers tiiat SP will line up the 

Tex Mex. What Uttie influence Tex Mex has was vividly demonstrated when BNSF slapped 

the surcharge on grain via the Tex Mex route, shutting it off completely. Tex Mex's 

influence did not extend to holding on to this business in the face of higher prices. 

(iv) Errors in a Table in mv Original Verified Statement. Mr. Peterson's verified 

statement says that my original verified statement contained a table with numerical errors in 

it. He is correct, although this was corrected with errata filings served on all of the 

participants in the case. I apologize for the error, but it does not alter the essential jxjint 

iUustrated by the table. 

The correct table is reproduced here. It shows selected mileages to Laredo for the 

UP or SP (whichever is shorter) before the proposed merger and UPSP after, and compares 

the SP mUeages before the merger with those to of the BNSF after the merger. It shows that 

in many important cases tiie BNSF - Tex Mex route would be longer than the SP - Tex Mex 

route is now. 

UP/SP-231, Vol 2, Part B, tab 17, page 128 and facing chart; chart following page 

122. 

UP/SP-231, Vol 2, Part B, tab 17, page 113. 
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Miles UP New % Miles new 

or SP MiJes Difference SP- Miles Difference 

(shortest) UPSP TexMex BNSF -

TexMex 

Wichita KS 808 808 None 963 998 +4% 

San .Antonio 154 154 None 410 589 +44% 

Phoenix 1460 1204 -18% 1460 1908 + 31% 

Los Angdes 1841 1585 -14% 1841 2222 +21% 

Ft. Worth, TX 434 434 None 584 619 +6% 

Kansas City 968 968 None ; 158'-' 1163 +0.4% 

The table also Ulustrates how much of a distance advantage UPSP wiU enjoy over BNSF -

Tex Mex after ttie merger for traffic to Laredo. Here are ttie proposed BNSF-Tex Mex mUes 

from ttie above table as a percentage of ttie UPSP miles: 

b. 1947 / n / r ""'"̂ ^̂  to be 1221, the route via the BNSF-Tex Mex to 
be 243 and tiie percent̂ e increase m miles to be 1.8% (UP/SP-231, Vol. 2 Part B paee 
108;. Use of eitiier set of numbers does not change tiie implications ^ ^ 
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MUes to Laredo via 

BNSF-Tex Mex as a % of 

mUes via UPSP 

Wichita KS 123% 

San Antoruo 382% 

Phoenix 159% 

Los Angeles 140% 

Ft. Worth, TX 143% 

Kansas City 120% 

(v) The Loss of a KCS-SP interchange at Shreveport. In my earUer statement, I 

noted that the merger with the BNSF Settiement will cause shippers served by KCS (diose 

north and east of Shreveport) to lose a competitive alternative via their most direct route lu 

Houston and Laredo, which is now through Shreveport via either UP or SP-Tex Mex. 

Under tiie BNSF Settiement, BNSF wiU not be able to accept tiiose shippers' traffic at 

Shreveport, but could only accept it at Beaumont, which is more circuitous. 

Mr. Peterson argues that my point in this regard is inconsistent with my suppxirt of 

Tex Mex's remedy, which would only give Tex Mex access to those shippers at Beaumont. 

This is incorrect. Although the Tex Mex proposal for trackage rights to Beaumont wUl not 

aUeviate the loss of routing choices faced by these KCS shippers, it will add a KCS-

II 
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f 
Beaumont-Tex Mex route. The KCS-Beaumont-Tex Mex route will still be relatively 

cu-cuitous. However, tiie proposed Tex Mex trackage rights route to Beiumont will a},ow 

current and potential future shippers to receive a tiiird bid for t.heir traffic, one that is 

mdependent of bom UPSP and BNSF. Instead of two independent bids via direct routes, 

tiiey wUl have tiiree independent bids, one via a direct route and twc via less direct routes. 

This wUl substitute more compcLtion fcr stronger competition. 

Mr. Peterson also suggests tiiat KCS could use a Dallas interchange instead of 

Shr-̂ veport, '* but DaUas is even more circuitous than Beaumont. 

(v.5) BNSF's Lack of Commitment to die U.S.-Mexico Market. AppUcants and 

BNSF took strong excqjtion to my conclusion tiiat BNSf wiU not he as effective a 

competitor as SP has been for U.S.-Mexican traffic for ttie additional reason tiiat BNSF has 

not shown the same commitment nor made the same substanual investment m developing that 

market as BNSF has. BNSF countered my conclusion with solemn protestations by Robert 

Krebs, BNSF's CEO, and RoUin Bredenberg, BNSF's Vice President - Transportation, to tiie 

effect that BNSF intends to become a very aggressive competitor in this market. Applicants 

have cited and echoed the same statements. 

It is important to understand tiiat 1 have not suggested that I believe tiiat BNSF does 

not and wiU not compete in this market. On the contrary, 1 explained earlier tiiat BNSF is a 

significant, albeit secondary, competitor through its gateways at Eagle Pass and El Paso. My 

point, instead, is that BNSF wiU not, in my view, be neaa y as committed to competing in 

this market as SP has been, and I continue to hold tiiat view. 

" UP/SP-231, Vol. 2. Part B page 34. 
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It is difficult to disprove declarations of intended future conduct, but a number of 

more concrete facts lead me to doubt ttie predictive value of tiie declarations of Messrs. 

Krebs, Bredenberg and otiiers. These include tiie foUowmg: 

Fu-st, altiiough UPSP predicts tiiat BNSF wUl handle large volumes of traffic witii 

Tex Mex, BNSF has indicated no plans to acquire equipment to handle i . . traffic. Mr. 

Frank D. CUfton of BNSF describes tiie implementation plans, and names a target starmp 

date of September 1996." Nowhere ui his verified statement does he mention any plans to 

acquire any equipment, eitiier locomotives or freight cars, almough he states tiiat tiie 

implementanon team iias responsibUity for "identification of areas for capital investment." 

Much of tiie traffic handled by tiie SP-Tex Mex route requires raUroad-suppUed freight 

cars". Dr. Kalt describes a situation where SP congestion on tiie SP-Tex Mex route to 

Mexico tills year caused such a shortage of gram cars on BNSF tiiat "otiier BN/Santa Fe ^ 

gram busmess to tiie Gulf of Mexico goes unserved." If tiiere i i a grain car shortage already, 

what happens when September 1996 arrives in a few montiis? 

Sinulaily, if BNSF is to replace SP as UP's major competitor to Mexico, who will 

ti^ey have t̂ Uc to tiie customers? SP and UP each have large sales forces and marketing 

organizations dedicated to getting Mexican business. BNSF has not indicated tiiat it will do 

Ukewise. or otiierwise mdicated tiiat it has a better approach. Only one person has been 

" BNSF-54 at CUfton, page 4. 

Mr Rose of BNSF says he wUl not nt̂  1 anv new freight cars to handle new chemical 
and plisric trafiic from ttie Gulf Coast (initially 7,500 to 10,000 carloads) because they wiU 
be shipped in customer - owned cars, and I am not di^gr-^mg witii him. Chemicals and 
plastics, tiiough, are only mmor cĉ mponents of the traffic shipped to Mexico via Laredo. 
Mr. Rose's comments are ui BN/SF-54 at Rose, pages 4 and 5. 
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r, pubUcly assigned to developmg Mexico business, Mr. Bredenbe'rg. Mr. Bredenberg at his 

W deposition said tiiat his job as Vice President Transportation of BNSF took all of tiie time he 

could give i». and tiiat in tiiat job ne was engaged in integrating BN and ATSF operations, 

which is clearly one of tiie mcst important and time-consuming jobs at BNSF for the 

foreseeable fumre. That assignment hardly reflects a very high pnority for developing 

Mexico busmess. 

Anuuhcr fzc: gives Tex Mex good reason to doubt tiiat BNSF has tiie patience and 

commitment necessary to levelop a strong customer base in a volatile market like Mexico. 

In 1995 and 1996, when SP service problems were delaying BNSF gram cars destineti for 

Mexico via SP and Tex Mex, BNSF's reaction was not to find ways to alleviate the problem 

and move tiie traffic but mstead was to slap a surcharge on grain cars destined for Laredo 

which had tiie effec. of stopping tiiat traffic altogetiier, probably diverting much of it to 

Eagle Pass via tiieir haulage nghts on SP. That experience is not one to give Tex Mex 

enonnous confidence in Applicanic' and BNSF's declarat. ,ns about what a strong and 

reUable connection BNSF wul be for Tex Mex at Robstowr. 

Anotiier ..ct justifying s.'rious doubts about BNSF'- commitment to developing this 

traffic in partnership witti Tex Mex is ttie fact ttiat ttie BNSF-UPSP Settiement gives BNSF 

tiie option of operating via haulage rights over UPSP to connect with Tex Mex. As SP's 

Mr. Ongerth explains in his verififxl statement'' "a railroad will ofî n prefer haulage rights 

over eitiier trackage nghts or ownership of tiie line if it expects that the traffic involved will 

be too smaU for tiie raUroad to put togetiier whole u^ns of its own." The existence of tiie 

"UP/SP-232 tab B, page 24, foomote 2 
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option to use haulage on this line, amid a very few other Unes. strongly suggests that BNSF 

is very concemed tiiat its traffic witii Tex Mex "wiU be too small for the railroad to put 

togetiier whole trams of its own." In addition, as I understand it, during negotiations with 

UP and SP, BNSF wanted UPSP to aUow BNSF to have an agent handle tiie traffic to Tex 

Mex, which is another tactic to avoid losses on low density Unes. BNSF is preparing for 

very Ught traffic with Tex Mex. 

(vii) My Traffic Stiidv. In tiic traffic study presented witii my earUer statement, I 

concluded that under the merger with the BNSF Settiement, BNSF wUl not generate enough 

traffic and revenue with Tex Mwc to keep Tex Mex a viable competitive altemative to UPSP. 

Mr. Peterson chaUenges that study and that conclusion on a number of grounds. In contrast, 

he predicts fiat ttie merger witti t'le BNSF Settiement wUI substantially increase tiie traffic 

interchangeci to Tex Mex at Corpus Christi and Robstown. 

I beUeve I4r. Peterson's attacks on my smd} are incorrect for reasons I will explain. 

Before doing so. however, it is worth noting a few simple facts that should make it apparent 

that Mr. Peterson's optimistic predictions arc highly improbable. 

At first glance, BNSF, as a larger system than SP would seem to be a better parmer 

for Tex Mex. However, as my original testimony demonstrated, in 1994 the Tex Mex route 

already handled destined to 

Laredo. In addition, Tex Mex handled . " i n 

1994 destined to Laredo. For the sake of demonstration, let us suppose (somewhat 

improbably) tiiat tiie Tex Mex route after tiie UPSP merger gets ^ of tiie rest of tiie BNSF 

traffic but (much more likely) loses ai) of the SP traffic. If this happens, the loss of 
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ttie SP traffic would far outweigh tiie gain of the rest of tiie BN and Santa Fe traffic. 

Have events since 1994 increased tiie prospects of Tex Mex gainmg more traffic from 

BNSF and losing less from SP? On tiie conurary, SP's access tc traffic ongins has been 

strengtiiened by tiie settiement agreement it made witii BNSF in the BNSF case, making SP a 

better traffic source. In some cases SP reaches ttiose traffic sources tiirougii long stretches of 

trackage rights, diminishmg its potential effectiveness greatiy, but even weak access is much 

better tiian no access. At the same time, BNSF has strengtiiened its access to El Paso, which 

is an indirect competitor to Laredo, and BNSF has gained haulage rights to Eagle Pass, a 

more direct competitor to Laredo. 

On tiie otiier har.d, tiie advantages of the Laredo gateway and the relauvely high 

compensation BNSF nust pay for haulage tend to lessen tiie risk tiiat BNSF will use its 

haulage rights to divert traffic away from Tex Mex and Laredo.̂ ° On balance, therefore, I 

concluded tiiat ttie effects of ttie BNSF merger will be positive for Tex Mex. It should be 

apparent, however, tiiat tiiose same positive effects will become negative ones for Tex Mex 

after tiie UPSP merger; tiie additional traffic received by Tex Mex from SP as a resull of the 

BNSF merger wiU be lost and less traffic originated by BNSF will be gained. 

Mr. Peterson, m his traffic smdy, reached the opposite conclusion. He concluded that 

tiie BNSF merger would be a net detriment to Tex Mex's traffic, primarily because he 

posited tiiat large bloclis. of traffic previously handled at Laredo would move via the haulage 

°̂ .Altiiough Mr. Peterson in his traffic study did not specifically consider the 
compensation terms but merely presumed that tiiey would allow BNSF to be competitive, 1 
did examine them. I found that m many cases tiiey imposed a higher cost on BNSF to use 
tiie haulage nghts tiian BNSF would have paid SP to handle tiie cars in regular interline 
service. 
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rights at Eagle Pass. Thu5., whei; I began to look at the im.pacts of the UPSP r̂ erger on Tex 

Mex, I started witti a bigger Tex Mex traffic base, and Mr. Peterson started witti -i r̂ Liiler 

one.2' 

I also made anottier adjustr.ient to the Tex Mex base that Mr. Peterson disputes. I 

adjusfxl the base lo add projected intermodal L-affic from the Aztec Wind, an SP-Tex Mex 

intermodal service that designed m early 1995, launched î i late 1995, and immediately 

discontinued. 

Con; 7 to Mr. Peterson's opUuon, this adjustment is well founded and entirely 

reasor-'ble.̂  Based upon my conversations with Tex Mex officials, 1 concluded tha. the 

hasty canceUarion of this service after the long planning put into it was influenced oy this 

proceeding more than by marketplace challenges. There is plenty of market for the service. 

UP handles intermodal traffic to, from and via Laredo, and 

On.' problem wath both my analys'S and Mr. Peteison's was that the 1994 data did not 
include the impact of the peso devaluation, which caused a severe conirK t̂ion in the Mexican 
economy and was largely responsible for the subsequent decline in iP-Tex h' , traffic. 
Traditional diversion studies find such discontinu'ties extremely difficult to deii with, in the 
Ttx Mex responsive appUcation, Mr. Krick's veriued staten-ent dealt with the peso 
devaluation. His job was to analyze the im/ic; of the merge, on the Tex Mex finances. In 
looking at the future Tex Mex financial picmrc. he decreased botii the diversions from the 
Tex Mc; ai a result of the mê ^̂ CT, and the trat ~c gains from the proposed trackage rights to 
reflect the T x̂ Mtx traffic decunes associated with the devaluation. Th- method allowed a 
reaUstic time series approach to forecasting the impacts of ti!e mer;»er on Tex Mex, witiiout 
exaggeration. 

" Mr. r,-ierson dispaiages this adjustment by charactenzmg it as "inventing" traffic, but 
such traffic projecnons are inherent in the methodology used by both Mr. Person and myself 
and that is ccmmoniy usee m such traffic stuuies. My projecticns are no more ' inventir.i" 
than the many adjustments Mr. Peterson made (e.g.. relating to additional traffic be projected 
for UT and SP as a result of the UP/CNW and BNSF mergers) to derive his adjusted traffic 
base. 
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there is m enormous amount of truck traffic across the border."~ The initial running of the 

tram revealed some service problems and some rate problems. The SP-Tex Mex route has 

no hope of matching UP for this traffic, but as Dr. Majure points out in DOJ-8. there is a 

market for slower-tiian-UP mtermodal service. My expenence is that SP's new services 

usually start out witti slower-ttian-expected service, which SP ttien works to improve. There 

was no such effort for ttie Aztec Wird. The service also had rate problems. As SP's Mr. 

Thruston points out̂ * after ttie peso devaluation Mexican trucking rates collapsed, reaching 

levels tiiat made over-tiie-road delivery witiun Mexico the mo.e attractive opuon. Mexican 

trucking rates are clearly unsustainable, HS ttie operators are using cash flow pricing to try to 

keep operating. Remvesunent m trucks is impossible at current pnces and so tins problem 

is self-liquidating over time. In addition, Tex Mex has the option of deramping at the 

border. In m̂  revenue forecasting, 1 was aware of tt.is issue and scaled back the Tex Me\ 

revenue per urut and number of units snaiply to account for the adjustments to meet this 

problem. 

SP, unencumbered by a pending merger witii JP, would work tiirough tiiese problems 

and adjust tiie service and pricing as .lecessary to make it work. SP's paper ramp operation, 

alluded to by Mr. Thruston, has not (at least tiirough 1994) attracted a significant share of 

rr.Sjk-.t, and the Aztec Wind service is tiie way that SP was goii.g to try again. My forecast 

for ttie Aztec Wuid would give ttie SP-Tex Mex route a ra-1 intemiodal market share less 

^ Dr. Kalt cites statistics ider tifying that 83%, by value of goods transported, moves by 
truck for all Mexican gateways. BN/SF-55, at Kalt, page 31. 

^ UP/SP-231 Vol. 2, Part C. Tab 24. page 9. 
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tiian 15%, weU below tiie SP share in some otiier markets where it suffers service 

disabUities." 

Mr. Peterson and 1 are pretty close to agreement on how much intermodal traffic the 

BNSF-Tex Mex route would have afler tiie UPSP merger, he says a zero percent share, and 

I say an insignificant 1 % share of the market. These forecasts are not too far apart. Should 

tiie Tex Mex receive tiie trackage rights requested, I have forecast a market share 

improvemenl to about 3% for Tex Mex. 

Mr. Peterson specificaUy objects to tiiree items he noted in my workpapers. He says 

"Mr. EUebracht gave BN/Santa Fe 

. despite the fact 

tiiat BN/Santa Fe would now compete head-to-head with UP/SP for this movement using its 

very efficient roule. "̂ ' WhUe I do have some serious points of difference with Mr. 

Peterson, these particular ones are phantoms. I did divert to BNSF substantial flows from 

although it was not evident from the paper Mr. Peterson cites. The 

diversions wer- on another workpaper. As to I did not divert this traffic 

because of tiie problem in the Waybill Sample with the rebilling of CNW grain. Making an 

accurate adjustment is impossible, and unnecessary when calculating the impacts of the 

merger on Tt;x Mex. As a surrogate, I nllowed tiie ' raffle to stand for tiie 

tiaffic from local CNW points rebiUed at gateways. With me UP/CNW merger, this traffic 

" In any case, Mr. Krick's financial analysis of the impacis of the merger on Tex Mex 
were uninfluenced by the Aztec Wind fnr*»cast, as he could not accommodate the adjustment 
i i his time - series based model. 

" UP/SP 231, tab 17, page 130. 
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wiU no longer be available at tiie old CNW junctions to carriers other than UP. Instead it 

wUl be controUed by UP as UI' local uaffic. Probably Mr Peterson knows enough about 

this traffic to make a more sophisticated adjustment, but it appears he made no adjustment at 

aU. 

One of the major differences between my traffic study and Mr. Peterson's, which he 

acknowledges, is his forecast tiiat the route UPSP-Tex Mex will be used half the time from 

UPSP local points tiiat were previously SP local points. This will not happen. Instead, tiiese 

points wiU be treated just Uke UP locai points afler tiie merger and tiie shippers wiU not be 

offered attractive rates via Tex Mex routes. This is a significant traffic flow and is a major 

part of the differences between our two studies. With respect to UP local points that wUl 

become UPSP local points he and I are m agreement tiiat very, very littie traffic wUl be 

rouu'̂ d from them 'ia UPSP-Tex Mex to Laredo. 

Mr. Peterson states tiiat my traffic study shows a "systematic bias against crediting 

BN/Santa Fe's competitive capabiUties." Correspondmgly, I find tiiat h'- -iisplayed a 

systematic bias in overstatiPo BN/Santa Fe's capabiUties versus tiie UPSP. For example, at 

common points Uke Kansas City, he diverts 40% of the iraffic tiiat in 1994 moved via UP 

direcl to Laredo to BNSF. But this does not properly take into account that; 

*• even at common jxiints a substantial amount of the traffic is not open to switching ,̂ 

the BNSF route to Laredo is a two-line haul (although nol tiie BNSF route to Eagle 

Pass), 

^ Tmck-raU transfers to reach BNSF at common points are too expensive to use to 
attain a large market share. Mr. Peterson found in a study he did for tiiis case that at 26 
three-to-two points 15% of tiie "matched" traffic was closed to switching (HCOl 008487). 

31 



• tiie UPSP route has a substantial mUeage advantage from most points, 

»• UPSP wUl have a substantial service advantage for most gate Âay flows, 

»> UPSP variable costs wUl be significantiy lower tiian BNSF's due to tiie trackage 

rights for many flows, 

• BNSF trains wUl be subject to tiie dispatching conlrol of UPSP for all of the traffic to 

Laredo, and for many flows for hundreds of additional miles, 

• BNSF wUl have to offer customers aheady using UP a reason to switch carriers, and 

UPSP will nearly always be able to meet and beat any offer from BNSF. 

Traffic from tiie 2 to 1 pomts is treated separately m Mr. Peterson's study. From 2 

to 1 pomts Mr. Peterson has generaUy used a 50% diversion faclor o BNSF. This is loo 

high. It does not take into account ttie simple faci ttiat BNSF wUl have to reach tiie 

customers ti.-rough reciprocal switching, which always results in delays. BNSF wUl start out 

with a service disadvantage for aU of tiie carload traffic. 

Mr. Peterson admits in his verified statements tiiat traffic handled by UP greatiy 

exceeded UP's estimates m tiie WP merger and tiie MKT merger. Also, he seems optimistic 

tiiat tiie same wUl liappen witii tiie CNW merger. These statements suppou my conviction, 

arising from my participation in tiie MKT merger and ttie CNW merger, ttiat Mr. Peterson 

has a systematic bias. In my opinion he calculates diversions from competitors tiiat are too 

iow. I think he has done it again m this case. 

Consequentiy, I remam convinced tiiat tiie UPSP transaction wUl significantiy harm 

Tex Mex's traffic volumes. Mr Krick has determined tiiat such volume deterioration wiU 

tiireaten Tex Mex's abUity to provide tiie competitive service to UPSP ttiat tiie pubUc relies 
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upon. Granting tiie trackage rights requested in tiie responsive'application wil! not only 

preserve Tex Mex as a competitive constraUit upon UPSP, but also restore a measure of 

competition that wUl otherwise be lost through this merger. 

(vui) Effect of ttie CMA A^ment. Mr. Peterson does not in his traffic study or in 

his rebuttal critique of my study refer to tiie recent settiement agreement between UP/SP and 

CMA. Littie in that agreement appears to me Ukely to have a significant impact on Tex 

Mex or tiie competitive issues presented by its responsive appUcation. Altiiough the 

agreement aUows BNSF access to certain shippers in Lake Charles and West Lake, LA, tiie 

1994 waybiU sample indicates that 
• * 

.inclusion of these shipments as potential traffic sources for the BNSF-Tex Mex 

route would not significantiy change tiie resets of tiie traffic study I conducted. 

0 )̂ Traffic Between Houston and Reaiimnnt One final point warrants discussion. 

Mr. Peterson has argued tiiat some of tiie traffic I projected tiiat Tex Mex would handle 

under tii'- trackage rights it requests would simply go between Houston and Beaumont and 

never traverse any pan of Tex Mex's existing system. Peterson RVS at 119. Frnm tiiis he 

argues tiiat Tex Mex's real objective is nol to correct anticompetitive harms to U.S.-Mexico 

traffic but to simply extend KCS's system to Houston. 

I beUeve tiiat was not Tex Mex's objective. Altiiough tiie trackage rights requested 

by Tex Mex would enable it to carry such traffic, that is an incidental benefit to shippers in 

that market of granting rights that are appropriate and fully justified as a remedy lo 

competitive harms to the market for rati transportation between Beaumont and Houston on 
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tiie one hand and points south of Houston on the other hand. Furthermore, the traffic I 

projected of ttus type represents a fairiy small part of the projected Tex Mex revenue because 

of the short distance between Houston and Beaumont. 

If the Surface Transportation Boara were to conclude that anv rights granted to Tex 

Mex should exclude the right to handle traffic between Hou.>:on and Beaumont that has no 

prior or subsequent raU move south of Houston, I have calculated the revenue reduction 

impact that eUminating this traffic from my diversion projections would have on Tex Mex 

and have provided Licm to Mr. Krick. I understand Mr. Krick has reviewed the impact of 

the revenue reduction and has concluded tiiat it would not impair Tex Mex's viabilitv and 

thus its abiUty to provide a competitive altemative via its proposed trackage rights operation. 
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VERIFICATION 

I, Joseph F. EUebracht, certify' under penalty- of perjury tiie foregoing is tme and cotrect Further 

I certify' that I am qualified and authorized to file this venfied statement. 

Executed on Mav 10, 1996. 

/ 

Joseph F Ellebracht 
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REBtrPTAL VBRIPIED STATEMElPr 

OF 

CURTIS K. GRIMM 

FINANCE DOCKET NO. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
ANT; MISSOURI PACIFIC RAILROAD COMPANY 

—CONTROL AND MERGER — 
SOUTHERN PACIFJ RAIL CORPORATION, SOUTHERN PACIFIC 

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

AND RIO GRANDE WESTERN RAILROAD COMPANY 

I . INTRODUCTION AND SUMMARY 

My name i s Curtis M. Grimm, and I am Professor and Chair of 

Transportation, Business and Public Policy, College of Business 

and Management, University of Maryland at Collftge Park. I have 

previously submitted a statement in this case on behalf of the 

Texas Mexican Railway Company ("Tex-Mex"), as well as one on 

behalf of The Kansas City Southern Railway Company; these 

previous £;tatements provide further details regarding my 

qua l i f i c a t i o n s . 

My previous statement on behalf of Tex Mex had two 

components. F i r s t , I provided my general conclusion that the 

anticompetitive effects of the merger between the Union Pa c i f i c 

Railroad ("UP") and the Southern Pacific Raiiroad ("3P") w i l l be 

unprecedented and are far greater than those of the Southern 

Pacific-Santa Fe ("SP/SF") proposed inerger, which the ICC denied, 

and that the merger as proposed by the Applicants therefore 



should be denied. Second, I discussed s p e c i f i c a l l y what I 

believe the impact of the proposed UP/SP merger w i l l be on 

competition i n th*» t r a n s p o r t a t i o n markets servad by Tex Mex, 

includ i n g p a r t i c u l a r l y the t r a n s p o r t a t i o n of commodities betweer 

the United States and Mexico. 

Applicants' r e b u t t a l testimony took issue w i t h ny findings 

on both f r o n t s . I n t h i s statement, I w i l l f i r s t r e v i s i t the 

general issue of market d e f i n i t i o n . Under a proper market 

d e f i n i t i o n , the U.S.-Mexican t r a f f i c market i s a 3-to-2 t h a t w i l l 

s u f f e r competitive harms unless conditions are imposed. I w i l l 

then address the Applicants' general attacks w i t h regard co the 

3-to-2 analysis t:hat I and other witnesses conducted. F i n a l l y , I 

w i l l address the s p e c i f i c misguided attacks on my analy.-;is i n 

p a r t i c u l a r . 

I I . U.8.-MEX1CAH TRAFFIC: A 3-TO-2 COMT mTIVE IMPACT 

Without question, che merger as proposed by the Applicant.«. 

w i l l cause a sub s t a n t i a l and unacceptable reduction i n 

competition i n the t r a n s p o r t o t i o n markets served by Tex Mex. Tex 

Mex, through i t s connection w i t h SP at Corpus C h r i s t i , Texas, and 

by i t s presence at the major- r a i l gateway between the United 

States and Mexico a\- Laredo provides c r i t i c a l competition t o LIP 

and BN/Santa Fe f o r t r a n s p o r t a t i o n of f r e i g h t between the United 

States and Mexico. The competition provided by the Tex Mex/SP 

independent a l t e r n a t i v e w i l l be l o s t i f the merger as proposed i s 

approved. 
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The Applicants' proposal to give trackage and haulage rights 

to BN/Santa t'e to connect with Tex Max at Corpus C h r i s t i w i l l not 

adequately preserve the three railrcad competition that now 

e.xists for U.S.-Mexican t r a f f i c . Preserving vigorous competition 

in that market i s especially important, moreover, i f the two 

countries are to realize the purpose and projected benefits of 

the North American Free Trade Agreement ("NAFTA"). 

BN/Santa Fe's witness Kalt mischaracterizes my comments on 

the U.S.-Mexico market as an assertion regarding market 

definition. According to Kalt: 

Tex Mex witness Grimm asserts, without apparent 
support, that trade between Mexico and the United 
States constitutes a market and asserts that UP and SP 
account for 95% of that market. . . . Be that as .it 
may. Tex Mex witness Grimm elsewhere seems to indicate 
that looking at U.S.-Mexico trade as a d i s t i n c t market 
i s too broad a view, asserting that each gateway might 
be i t s own market. 

Kalt RVS, pp. 25-26. Kalt's mischaracterization demonstrates his 

misunderstanding of my testimony, markets in general, and the 

U.S.-Mexican marxet in particular. 

I did not assert either that "trade between Mexico and the 

United States" nor r a i l transportation over any one gateway i s a 

reasonable market definition for analysis in t h i s case. As I 

stated in detail in my previous KCS statement, a properly defined 

market i s an origin-destination pair. My BEA-BEA analysis used 

for U.S. origin-destination t r a f f i c employs such a market 

de-^inition. Firms compete primarily with regard to movement cf 

t r a f f i c between specific origin-destination pairs, not with 

regard to movement of t r a f f i c over particular r a i l gateways. 
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To the best of my knowledge, however, origin-destination 

data for U.S.-Mexico t r a f f i c i s unavailable. Thus, there i s a 

need to draw inferences regarding the competitive situation in 

origin-destination pairs based on the data which i s available, 

movements of t r a f f i c to specific gateways. Thus, the discussion 

by Kalt as to whether a specific gateway such as Laredo i s a 

relevant market or not misses the point; the relevant market i s 

the origin-destination pair. 

We face another limitation in the data available for 

analysis: the 1994 data used for this proceeding does not fully 

r e f l e c t the competitive situation at the Texas r a i l gateways. 

For U. S.-Mex.ico t r a f f i c , three railroads control the gateways: 

m>, SP and BN/Santa Fe. UP and SP are dominant with regard to 

U.S.-Mexico t r a f f i c and control the best gatew-iy, Laredo. 

BN/Santa Fe, however, has gained improved access to Eagle Pass as 

a result of i t s recent merger. 

Nonetheless, from the data described in Mr. EUebracht's 

rebuttal verified statement regarding t r a f f i c from the 10 largest 

U.S. origin BEAs to the five largest Mexican r a i l inport 

destinations I conclude that a l l of these market pairs are almost 

certainly served by three U.S. car r i e r s today. For some specific 

origin-destination pairs, BN/Santa Fe w i l l be a weaker competitor 

than their overall average market share of t r a f f i c between the 

U.S. and Mexico would otherwise indicate; of course, for some, 

they w i l l be stronger. But clearly, an inference that a 3-to-2 

situation exists in major U.S.-Mexico markets i s warranted. 

1 
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Fi.rth»-r data on o r i g i n - d e s t i n a t i o n pairs would provide a d d i t i o n a l 

d e t a i l s about s p e c i f i c s of the 3-to-2 s i t u a t i o n i n given markets, 

but w i l l not change the 3-to-2 characterization. 

111. COMPETITIVE IMPACT3 OF A REDUCTION FROM THREE TO TWO 

COMPETITORS 

Applicants' s o l u t i o n t o ameliorating the harm w i t h regard to 

3-tP-2 U.S.-Mexico t r a f f i c i s t o strengthen the t h i r d competitor 

— BN/Santa Fe — tnrough trackage r i g h t s as a component of the 

BNSF settlement. One issue w i t h regard to t h i s proposed s o l u t i o n 

t h a t remains i s the true effectiveness of the post-merger 

BN/Santa Fe i n t h i s market. 

A second issue with regard t o Appli-.ants' proposed s o l u t i o n 

i s t h a t , regardless o i how e f f e c t i v e BN/Santa Fe w i l l be i n the 

f u t u r e , the merger would s t i l l have reduced the number of 

competitors m many markets from three to two. Notwithstanding 

Applicants' arguments to the contrary, a wealth ot evidence has 

been presented by many d i f f e r e n t experts regarding such 3-to-2 

c c j i p e t i t i v e impacts. The conclusion has been f i r m l y established 

t h a t reducing shippers' competitive a l t e r n a t i v e s from th.-ee 

r a i l r o a d s t o two r a i l r o a d s w i l l r e s u l t m a very s u b s t a n t i a l loss 

of competition f o r those shippers.!: 

i W i l l i , argues t h a t "there are contrasting viewpoints 
expressed by the opposition economists as w e l l . " W i l l i g RVS, 
p. 3. However, these "contrasting viewpoints" r e f l e c t only minor 
d i f f e r e n c e s i n d e f i n i t i o n s f terms (such as for the term " t a c i t 
c o l l u s i o n " ) or perspectives. These economists a l l strongly agree 
t h a t the red u c t i o n i n r a i l competitors from chreo t o two w i l l 
have a s i g n i f i c " n t anticompetitive e f f e c t . 
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My previous statement presented my own views in this regard . 

r.nd summarized the position of others with regard to 3-to-2 ^ ^ 

impacts, including Professor Lawrence White ana William Tye. 

compelling evidence with regard to the impaccs of 3-to-2 

competition reduction was provided by a number of other 

witnesses, including Professor George Borts, Professor William 

Shepherd, and Professor John Kwoka. Professor Shepherd noted 

that t h i s merger w i l l reduce compecit^on in substantial markets 

and increase coordination between th^ tvo remaining competitors 

in 3-to-2 markets. Also, Professor Sfepherd identified SP as a 

"maverick" competitor, and noted that a naverick in the 

marketplace w i l l constrain the prices of other providers. 

Profes:;or Kwoka reviewed twenty studies that covered third 

firm effects in a variety of industries, ranging from | | 

supermarkets to bond underwriting to other railroads. His 

findings and those of the studies rov.ewed indicate that market 

settings that operate with very few competitors diverge from the 

competitive norm. Price effects of further duction in numbers, 

such as 3-to-2 mergers, can be large, Kwoka also noted that r a i l 

i s not an unusual industry in this regard. 

Tĥ"- empirical lit e r a t u r e i s supported by studies in the 

railroad industry. KCS' witness MacDonald f u l l y addressed the 

e a r l i e r criticisms offered by Applicants' witness Willig. This 

study served as the basis of DOJ's Dr. Majure-s empirical 

ext<2nsion demonstrating strong anticompetitive impacts in :-to-2 

markets, resulting in a rate increase on the order of 11%. 
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i Applicants' p r i n c i p a l response to a l l of the foregoing 

evidence and studies i s contained i n the r e b u t t a l v e r i f i e d 

statement of Applicants' witness Professor W i i : i g 

W i l l i g makes few new specific arguments. Instead he once 

again argues obliquely t h a t ; 

The s p e c i f i c empirical r a i l r o a d studies t h a t are c i t e d 
by opposition witnesses remain controversial w i t h 
respect t o what they reveal about the data they study, 
do not address the kind of facts that are c r i t i c a l t o ' 
assessing t h i s merger, and cannot be v a l i d l y employed 
t o reach conclusions about t h i s meraer. 

W i l l i g FA' at 1. These are the same general issues regarding 

assumptions on market d e f i n i t i o n s , use of data and measurement of 

concentration t h a t W i l l i g raised i n his previous statement, each 

cf Which have been rebutted by MacDonald and v y s e l f . 

What few s p e c i f i c c r i t i c i s m s W i l l i g does make do not 

withstand s c r u t i n y . For example, W i l l i g c r i t i c i z e s a study I 

conducted which u t i l i z e s pre-Staggers ; - t data by claiming t h a t 

the foundation data alone make the study r e s u l t s inapplicable to 

a review of the anticompetitive e f f e c t s of the proposed merger. 

He f a i l s t c recognize, however, that to the extent the study i s 

consistent w i t h others using post-Staggers Act data, i t sheds 

valuable l i g h t on the p o t e n t i a l anticompetitive consequences cf 

t h i s t r a n s a c t i o n . 

S i m i l a r l y , W i l l i g continues to argue th a t my f i n d i n g s 

regarding the importance of r a i l competition i n the Winston, et 

a l . booK are driven by the monopoly cases i n the sample. He 

ignores altogether, however, my explanation t h a t although the 

number of s i n c j i t - l i n e c a r r i e r s i n each market i n the sample are 
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r e l a t i v e l y sma.n , there are also inderendent routes formed by 

i n t e r l i n e c a r r i e r s i n the sample. Thi:s there i s nojbasis f o r his t 

argument t h a t the monopoly routes are d r i v i n g the r e s u l t s . 

I r e i t e r a t e my main point with regard t o the previous 

methodological c r i t i c i s m s , which went completely unanswered by 

Applicants: A l l of these studies were published i n h i g h l y 

reputable academic journals or as monographs and went through 

refereeing procedures desig-ned t o address j u s t the types of 

issues raised by W i l l i g . To believe h i s c r i t i c i s m s , and the echo 

of these c r i t i c i s m s now offered by other witnesses, one would 

have t o believe t h a t the refereeing process f a i l e d i n each cf 

these instances. Also, none of these studies was prepared f o r 

any p a r t i c u l a r case or lega l proceeding. 

Applicants witness Dr. Bernheim also c r i t i c i z e the 

Department of Defense data analyzed by KCS Witness Ploth which 

shows i n the most concrete and dramatic fashion the benafits of 

having three independent r a i l r o a d s — UP, sP and BhT/Santa Fe — 

competing f o r a shipper's t r a f f i c , and which shows exactly how 

much more DOD would have had to pay f o r r a i l t r a n s p o r t a t i o n i f SP 

had not been an independent competi ar. I n i t i a l review of Dr. 

Bernheim's analysis of Mr. Ploth's study and Dr. Bernhe.lm's 

workpapers raises f a r more questions then they answer. Tex Mex 

and other p a r t i e s have not yet been able t o explore these 

questions through deposition of Dr. Bernheim, which i s scheduled 

f o r May 15, 1996. A more s p e c i f i c response t o Dr. Bernheim's 

points w i l l be made i n Tex Mex's b r i e f . 

- 8 - I 



i 
rv. I'HE COMPETITIVE IMPACT OF THE PROPOSED MERGER: REBtnTAL OF 

SPECIFIC -CRITICISMS 

As I stated previous ̂ y, the proposed merger of UP and SP not 

only has unprecp.dented parallel e f f e c t i that w i l l eliminate r a i l 

competition in many western markets, but i t ilso w i l l result in 

r a i l transportation in the entire west being dominated by two 

giant railroads, UP/SP and BN/Santa Fe.^i I have estimated the 

tota l 1994 transportation revenue from such shippers to be 

, based on the reduction of independent alternatives 

between BEA pairs. The merger also w i l l cause shippers in many 

markets throughout the West to go from three railroads to two 

railroads. The 3-to-2 impacts of this merger are enormous. I 

quantified those impacts in my KCS statement at 

These findings were very consistent with the competitive 

analysis of the merger by the Lepartment of Justice's economist, 

W. Robert Majure. According to Dr. Majure, the merger would: 

• "create a monopolv in a large nimber of markets, 
representing in commerce, where non-rail 
alternatives are unlikely to provide shippers an 
economic alternative" (Majure V.S. at 1); 

^ As Mr. Robert Krebs, president and chief executive officer 
of BN/Santa Fe, recently t e s t i f i e d that 

Krebs Dep. 
of 5/9/96 at 83-86. 
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• "create a duopoly in a much larger set of markets" 
involving nearly $5 b i l l i o n per *^:ir f id.) ; 

• "generate a ballpark est.'.mate of over S800 million of 
harm to shippers and cor.ijumers" (id. ac 36) ; and 

• "increase the likelihood and effectiveness of 
anticompetitive coordination throughout western r a i l 
mnrkets" ( i d ^ at 41). 

I f i r s t note that the methodology employed by myself and Dr. 

Majure was conducted independently, with some varying 

assumptions, and that we r ed very consistent conclusions. 

Both of us used a corridor analysis, as opposed to the point 

def '.iition of competition argued by the Applicants. My 

geographic areas were BEA pairs. Manure used BFĴ  pairs for some 

commodii- °.s, and SPLC4 pairs for other.^.^ Majure employed a 

screen and eliminated from consideration certain commodities; I 

did not use such a sere ;n, but provided a summary table of 

commodities/distances for both 2-to-l and 3-to-2 t r a f f i c . 

^ The use of a BEA i s entirely consistent with Commission 
precedent. SP/SF. 2 I.C.C. 2d at 768 ("[T]he following BEA data 
conclusively show applicants' dominance of the Southern Corridor 
fo:. t r a f f i c moving to and from the Los Angeles BEA") . Indeed, UP 
i t s e l f , in the SP/SF case, also used r a i l market shares between 
sp e c i f i c BEA areas to establish that a merger of the Santa Fe 
with the Southern P a c i f i c would be anticompetitive. IdL at 767, 
769-770. In his Rebuttal Deposition, Mr. Peterson agreed that 
BK\'s have been used in past merger proceedings, i.ncluding by UP. 
Peterson Dep. of 5/8/96 at 87-88. The use of a BEA may, in some 
instances, include r a i l t r a f f i c not affected by changes in the 
levels of competition, e.q. a shipper may be exclusively served 
by SP and not benefit in any way from the presence within the BEA 
of UP; but, as t:he evidence establishes, for the vast majority of 
UP or SP shippers, even for i-hose who may noc be directly served 
by both c a r r i e r s , the mere presence of the other, non-serving 
c a r r i e r within the BEA serves as a form of competitive restraint 
upon the a b i l i t y of the serving carrier to raise i t s rates. 
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A number of key poi n t s raised with regard t o the competitive 

analysis went l a r g e l y or completely mchallenged: 

• The comparison of compet.\tive impacts wi t h the SP/SF. 

Regardless of the methodology employed, the competitive impacts 

are s u b s t a n t i a l l y greater than those of the proposed SP/SF 

merger, which was denied by the ICC as anticompetitive. Witness 

Barber, i n his deposit on, agreed with t h i s parspective regarding 

the anticompetitive e f f e c t s of SP/SF; "Firsr., there's no 

question i n my mind now or then t h a t SF/SP would have choked o f f 

an enormous eunount of competition, i n extensive testimony I think 

t h a t was ulear anc would accept i t . " Barber Dep. of 5/6/96, p. 

46. When one compares the two mergers using i d e n t i c a l 

methodologies, there was $ of 2-to . t r a f f i c i n 

SP/SF, compared t o the $ i n the i n s t a n t merger. 

This comparison went unchallenged by Applicants. 

• R a i l i s the relevant product market. The ample 

evidence t h a t r a i l t r a n s p o r t a t i o n i s the appropriate product 

market includes the Applicants' own de facto competitive 

a n a l y s i s . This analysis demonstrates that Applicants rt-cognize 

ccmpetitivc problems w i t h the merger th a t e x i s t regardless of 

distance between o r i g i n and de s t i n a t i o n and regardless of the 

commodity transported. Applicants' r e b u t t a l testimony f a i l e d t o 

address t h i s ver^' basic but s i g n i f i c a n t point. Instead, 

Applicants' testimony focused on the BNSF settlement as having 

solved a l l the 2 - t o - l problems, and argued t h a t 3-to-2's were not 

a problem. 
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• Most of Applicants' "competitive analysis" argues that 

the merger w i l l be "pro-competitive" because i t w i l l strengthen 

UP as a competitor. Such an analysis confuses impacts on 

competitors with impacts on competition. The ICC has 

consistPUtly held that simply increasing the strength of a 

particular competitor i s not the same as strengthening 

competition, ?nd i t i s the lc:tt'.;r that i s the proper focus of 

evaluation. Applicants' arguments are misdirected and have nc 

legitimatp role whatsoever in the STB's competitive analysis. 

• Applicants' sett'•ment aqreement with BN/Santa Fe w i l l 

only p a r t i a l l y ameliorate whis harm. Only about $ of 

these 2-to-l shippers w i l l receive access from BN under the 

settlement.^1 Thus, contr?ry to the Applicants' claims, even 

with the BNSF settlement, many shippers w i l l go from two 

railroads to one railroad with respect to their t r a f f i c . Where 

BN/Santa Fe does receives access, serious cpiestions remain with 

regard to the efficacy of th i s solution. Thus, the BNSF 

Settlement provides r e l i e f to only a small fraction of the 2-1:0-1 

shippers and does not in any way address the problems of 3-to-2 

shippers. 

^ Many shippers defined as 2-to-l's by Applicants are not 2-
t o - l ' s based on my market definition. As I have noted, however. 
Applicants' definition of 2-to-l t r a f f i c s i g n i f i c a n t l y 
understates the amount of t r a f f i c that lenefits from two railroad 
competit.ion. My analysis was confirmed by other witnesses in 
t h i s case. KCS has found $ of 2-to-l t r a f f i c , DOJ has 
found $ , and shipper's witness Crowley has. found $ 

Accordingly, even i f BNSF were the successful bidder on 
a l l of the t r a f f i c identified bv Applicants as 2-to-l t r a f f i c 
X according to Peterson RVS at 26), manv 2-to-l 
shippers would s t i l l lose the valua of two railroad competition. 
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Applicants' witnesses, particularly Mr. Peterson, attacked 

both Dr. Majure's and my analyses with similar arguments. 

However, rather than engage in a discussion of relevant issues 

regarding market definition and competitive analysis, Mr. 

Peterson attempts to dismiss consideration of Dr. Majure and my 

competitive analyses with the following far-fetched 

characterization: "KCS' Professor Grimm has concocted what can 

only be called a crafty scheme to dramatically balloon up the 

amount of '2-to-l' t r a f f i c and '3-to-2 t r a f f i c . DOJ s V.r. 

Majure substantially fOj.lowed i t . " Peterson RVS, }>. 35. 

Contrary to Mr. Peterson's characterization, rry competitive 

analysis, oased cn BEA-BEA origin-destination flows, i s well-

grounded in DOJ and ICC precedent, as discussec f u l l y in my 

original statements. The assumption.- of the analysis and the 

basis for these assumptions are clearly I a i a out and defended. 

Indeed, as I show below, the key assumptions of roy analysi« are 

strongly endorsed by other Applicant." witnesses, who f l a t l y 

contradict Mr. Peterson's critique of my analysis. 

Mr. Peterson laost strongly objects to my consideration o^ 

the impact of the merger on the nximber of independent routings 

between BEA's. Mr. Peterson argues: 

I f OP or SP was anywhere m a route that moved t r a f f i c 
in a BEA-pair, i t was considered a "bottleneck" 
carrier. . . . While this approach might have some 
superficial p l a u s i b i l i t y to someone unfamiliar with how 
r a i l competition actually works, i t yields profoundly 
mistaken results. 

Peterson RVS, pp. 35-36. Mr. Peterson further objects to 

including revenues by Eastern carriers for transcontinental 

- 13 -



t r a f f i c which, of course, i s also subject to the effects of the 

Western bottleneck monopolies that w i l l arise as a result of this ^ 

merger: 

No party has even remotely suggested that the UP/SP 
merger w i l l create any ccmpetitive problems in the 
Eastern United States or in Canada. A proper analysis 
would exeunine competition and revenues associated with 
movements west of the major East-West gateways. 

Peterson RVS, p. 39. 

Mr. Peterson':? criticisms are surprising given that 

Applicants elsewhere use the one-lump theory in their studies." 

The one-lump theory i s simply chat a monopoly bottleneck over any 

portion of the route w i l l result in elimination of meaningful 

competition over the entire route.^ 

In contrast to Mr. Peterson's c r i t i c i s m s . Applicants 

otherwise strongly endorse the one-lump theory: "The 'one lump' 

analysis, adopted by the ICC in numerous decisions, hai also 

withstood repeated testing and debate, and no party Jiere offers 

any concrete ev.idenc<i of an exception to i t . " Applicants 

Rebuttal Narrative, p. 207. Far from being a crafty scheme, my 

In deposition, Mr. Peters an was asked 

Peterson Dep. of 5/8/96, 
pp. 82-85. 

_ As stated by the ICC in i t s BN-Santa Fe decision: "A carrier 
with a destination monopoly w i l l l i k e l y push the through rate as 
high as possible and keep the monopoly profits to i t s e l f by 
playing off competing connecting ca r r i e r s against one another in 
setting divisions." BN/SF. s l i p OP. at 7o. 
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^ analysis simply incorporates the powerful r o l e of bottleneck 

W monopolies, a concept t h a t Applicants f u l l y endorse i n arguing 

against competitive impacts from reducing coal source 

competition. 

Perhap. the best way t o understand my methodology and i t s 

dependence on the Co^ission-endoxsed p r i n c i p l e c t hottlenec. 

.onopol.es i s focus on a p a r t i c u l a r BO-to-BEA .arXet. the Los 

Angeles t c Houston .arKet f o r example. Applicants c r i t i c i s e „y 

characteri.-ation of t h i s .ar.et as a 3-to-2 market (UP, SP, and 

BN/Santa Fe b..cre the merger to uP/sP and BN,Santa Fe a f t e r the 

Merger) and claim t h a t t h i s t s r e a l l y a 2-to-2 market ,SP and 

EN/Sa„ta Fe before the merger t o UP/sP and BN/Santa Fe a f t e r the 

merger). However, the 100% t r a f f i c t-oes " 
t'pes,_ using a consistent 

»3thodology, t e n a d i f f e r e n t story. m tha t market, f o r t r a f f i c 

o r i g i n a t i n g i n the BEA and terminating i n the Houston BEA, the 

f o l l o w i n g routings and market shares were present: 

Applicants c r i t i c i z e my use f the d^t^ u„ 
be noted t h a t my analysis incornn.-L^2 »°wever, i t should 
UP, SP, Bti/santa Fe, and K S t r a f f i c tapes of 
fo r the other railxoads i n c S n t r a i ^ AnS?" ^ ' ' t V̂ ^̂ ^̂ ^ 
only 100% t r a f f i c t a p e l f o r U? a^np'aid^HtS^"''^ analysis used 
f o r any other r a i l r o a d . (P^te^so, R?S a? 9? ?nm^ ^^^^^ 
thus a more accurate p o r t r a v a l of Jhf t J^'^O^) • My analysis i s 
put f o r t h by Applicants ^ t r a f f i c patterns than thav 
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ROUTINGS 

LA t o Houston 

ATSF 

SP 

UP 

ATSF - SP 

ATSF - UP 

CARLOADS REVENUES ($j 

SP - ATSF 

SP - BN 

SP-UP 

TRC - UP 

UP-SP 

VCY - SP 

SP - BN - SP 

TRC -SP-UP 

UP - ATSF - UP 

i 

As can be seen, based upon actual t r a f f i c movements, there 

are three independent routes from the LA BEA t o the Houston BEA. 

By independent routes, I mean there are three r o u t i n g s availabl«-i 

where no one c a r r i e r appears i n a l l three r o u t i n g s , e.g. there i s 

- 16 - i 



t an ATSF single-line,!! a SP single-line, and^a UP single-line 

route. A l l other routings would involve participation by these 

three c a r r i e r s . Going in the reverse direction, Houston to LA, 

there are also three independent routings, with the single-line 

carloads as follows: UP - . SP - , and 

ATSF -

Mr. Peterson objects to my use of a screen that -eliminates 

routings as noncompetitive when they carry 3 or fewer car .loads 

(of a l l commodities) for the entire year, with the f u l l ioo% 

t r a f f i c tapes as a data baoe.!; This screen i s intended to, and 

does, eliminate routings with negligible t r a f f i c , and i s f u l l y 

corroborated by Applicants' Witness Barber. 

Applicants cr.-'ticire elimination of routes with e scant 3 

carloads during 1994, but, when i t suits their purposes in 

_ Of course, as a result of the BN/Santa Fe merger that was 
only recently consummated, this single line route w i l l now belong 
to 3N/Santa Fe. ^ 

Mr. Peterson's criticis^LS on this subject provide a clear 
example of how replete his criticisms are with misstatements, 
contradictions of his own witness testimony and plain errors of 
fact. 

I have not. On page 186 of roy i n i t i a l v s r i f i e d 
statement submitted for KCS (upon which my Tex Mex analysis was 
based), I cl e a r l y provide for an allowable c i r c u i t y of 170% i r 
the 1000-2000 mile category. 

(Appendix 2 to that verified statement.) Mr. Peterson's 
statement has no basis whatsoever. 

}Z Mr. Barber argues that 

- See, Barber RVS at p. 39 (" 

") 

- 17 -



minimizing the existing competition between UP and SP, they 

i n s i s t that routings with several hundred carloads shculd be 

eliminated from consideration. 

T;ie testimony of other Applicants' witnesses rebut Mr. 

Peterson's cri t i c i s m s . For example, when Mr. Barber was 

questioned during deposition on what procedures he would use to 

eliminate routings as meaningful competitors, he confirmed that 

he would employ both a c i r c u i t y screen and a minimum carload 

screen. Barber Dep. of 5/6/96 p. 31. Mr. Barber endorsed the 

procedures I employed., which sharply contradict Mr. Peteijon's. 

Of course, the conclusions of my analysis are clearly quite 

consistent with those of DOJ's Dr. Majure, who employed no 

ci r c u i t y or carload screens. 

Mr. Peterson mii.-construes the nature of indirect forms of 

competition between UP and SP when he states that t h i s 

competition w i l l be preserved by the BNSF settlement, even though 

both he and Mr. Barber acknowledge that the BNSF settlement 

addresses only the locations that Applicants narrowly define as 

2-to-l p o i n t 5 . P e t e r s o n RVS at p. 38. Mr. Barber 

^ Indeed, as discussed abov;, 

Applicants seek to have 
t h i s origination-destinatio-. pair *»xcluded from analysis based on 
their 1% market share screen, yet • i t i c i z e exclusions of origin-
destination pairs based on my thre. irload screen. 

^ Applicants attempt to argue against each of the examples I 
provided to explain the various types of indirect competition 
that are ignored by the BNSF agreement. As such, they have 
t o t a l l y missed the point. Those examples, and other examples 
found in the testimony provided by many other witnesses including 

(continued...) 
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acknowl3dged such i n h i s deposition when he r e i t e r a t e d the 

Applicants' p o s i t i o n t h a t shippers not p h y s i c a l l y served by both 

UP and SP w i l l not be harmed by the transaction and w i l l not be 

af f e c t e d by the settlement: 

So i t could be at l o c a t i o n X, wherever th a t i s , and UP 
serves i t , no other r a i l r o a d served th a t l o c a t i o n . The 
settlement - neither the settlement nor the CMA agrepment 
would apply to th a t s i t u a t i o n nor should i t . The?I's nS 
competitive impact on r a i l service at th a t l o c a t i o n i t 
remains exactly what i t i s today. Therefore, under'the 
merger, no e f f e c t , no p r o v i s i o n , no provision i n the 

T^^^e's only one modification 1 guess 
1 would make to t h a t , and t h a t i s with respect t o a new 
T n f ^ t L r t t ^ ^ ^ ^ - '^ '^ ^ nient:oned th a t e a r l i e r i n paragraph 
2 Of the CbiA agreement. 

Barber Dep. of 5/6/96, p. 14. 

Witnesses Barber and Peterson's c r i t i c i s m of Dr. Majure's 

and my competitive analyses speak volumes about t h e i r and 

Applicants' approach t o the competitive issues. These two 

witnesses are q u i t e knowledgeable about the r a i l r o a d industry; 

yet, they employ these f a c t s , and t h e i r judgment, s e l e c t i v e l y . 

They p r e f e r t o a r r i v e at conclusions about competitive problems 

from market to market by juagement and a p p l i c a t i o n of a 

c - l e c t i v e , anecdotal approach t o f a c t that does not have any 

clear and consistent set of assumptions or procedure. They do 

not h e s i t a t e t o apply completely contradictory views, theories 

and judgments from issue t o issue, depending on what outcome of 

the issue b e n e f i t s t h e i r i n t e r e s t s i n t h i s case. 

^(...continued) 
KCS witnesses Shade, May, Turner and Simpson, i l l u s t r a t e the 
d i f f e r e n t forms of i n d i r e c t competition described i n several ICC 
decisions t h a t underlying our market d e f i n i t i o n . 
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On the contrary, I have followed a systematic approach, with 

the assumptions of the analysis very clearly l a i d out, with a set 

of rules and procedures applied uniformly to a l l t r a f f i c in a l l 

markets. The entire analysis, market by market, was f u l l y 

provided. I did not override my rules when there were "outliers" 

or anomalies. 

I f u l l y acknowledge that several hundred million of dollars 

of revenues that Applicants count as 2-to-l are not counted as 

such in my a n a l y s i s . ^ Clearly, there are cases, such as the 

access of BN/Santa Fe into Salt Lake City, that could have i.=en 

included as 2-to-l, and my total would have been increased;!^ 

however, once one begins to u t i l i z e a selective, judgmental 

approach to an analysis market by market, a l l objectivity and 

value are lost. 

^ This i s because my analysis focused upon independent 
routings between BEA-to-BEA origin-destination pairs and 
Applicants' analysis focused upon points. Thus, a 2-to-l point 
shipper may exist within a BEA but was not counted as a 2-to-l 
shipper by me because a third independent routing may have 
existed between the origin and destination BEA's or because there 
may have been a bottleneck carrier at destination (or origin) ana 
thus there were not two independent routings available. 

]^ BN/Santa Fe's market share into and out of Salt Lake City i s 
very small when compared to the UP's and SP's market shares. 
Accordingly, Salt Lake City to various origins and destinations 
could be counted as a de facto 2-to-l, which i t i s , but 
nonetheless, my analysis counted these movements as 3-to-2's due 
to the presence of BN/Santa Fe in the BEA and such revenue was 
not counted in the 2-to-l markets. KCS-33, Vol. I l l , pg. 288-
291. 
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§ 
V. CONCLUSION 

Applicants, rebuttal filing notwithstanding, there remain 

c r i t i c a l concerns regarding competitive effects of this merger 

one such area of concern is traffi,. K ̂  "cj-ji xs crarric between u <; a-.,̂  u -«n U.S. a.nd Mexico. 

orantxng the conditions sought bv Te. „e. would preserve for 

t ousands of shippers in the United states and Me.ico a third 

alternative r a i l route for the shipment of their goCs between 

those countries. 
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VERIFICATION 

I, Curtis h. Grimm, certify under penalty of perjury, that to the 

best of my knowledge, the foregoing i s true and correct. 

Executed May 13, 1S96. 

Curtis Grimm 
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REBUTTAL VERIFIED STATEMENT 

OF 

ALLEN W. HALEY, JR. 

My nâ e is A„e„ V. Haiey, Sr. , ^ ^^^^ 

Fr^cisco. Califonua a. a «nsponadon consulan,. My office is located a. 107 Nonh Rrs. 

S«e, ,„ Ma:.*o„. Texas. , p,.v.ously sub™,.ed a verifie>, su,e:„e„, on behaif of d,e Texas 

Mexican Railway Company ,-Tex Mex",. wh,ch was include, in TM.23. da.ed March 29. 1996. 

My ,ualificadons were set fottt at pages 1-2 of n,y previous verified statement. 

My pt̂ ious verified statement presented my analysis of congestion on the Union 

Pacific's CUp.) BrownsviUe Subdivision, ove, wh.oh line the Burlington Nonhetn/Santa Fc 

(•BNSF-, would opeote via trackage nghts under the UPSP settlement agreement with BNSF. 

and ccmp^ congestion on that toute with congestion on the route over which the Tex Mex 

seeks ,0 operate (the traditional Southern Pacific mute) to reach Houston. 

In this -econd verified statement,, „s^„d to certain critictsms of my analysts that were 

contain̂ l in the April 29. 1996 submtssions of the UP/SP (UP/SP-232, and BNSF (BNSF 54,. 

Cptjcijnî  of the Man. C j . , ^ ^ - An.lvck 

UP'SP wttness R. Badley King challenges my analysis of -jam capacty on the UP's 

Browttsville Un. on two gtounds: (1, He claims tha. I -overlooked- the UP's freight yard a, 

Angteton in analyzing congestion on the line, and (2) he asseris that my assessment of congestion 



was overstated because I included local traffic and road switchers in the calculations. (King 

Rebuttal V.S. at 17.) Mr. King is wrong on both counts.!̂  

Mr. King states that there is "plenty of room for trains to meet" at Angleton, alleging 

that "[Haley] overlooked our substantial freight yard at Angleton, including a CTC-controlled 

second track, even though it is shown in [Haley's] workpapers." (King Rebuttal V.S. at 17.) 

My analysis of the jam capacity for the Angleton segment certainly considered the presence of 

the Angleton yj-d, but I determined that the Angleton yard would be ineffective f r providing 

a meeting -r passing point because seldom if ever is the yard clear and available for such 

purpose. 

During my analysis I first took inio consideration the existence of the yard anc the eight 

tracks that are used for switching and making up trains. During a number of visits to tht yard 

and on-site observation I observed the daily comings and goings and switching in the yard. I 

saw that over a period of several months, the "CTC-controlled second track" was seldom if ever 

avaiiable for use by main line trains for meeting or passing. Normally this second tiack was 

occupied by a yard switcher tailing out of the shorter yard tracks and using this "second track" 

for switching room, making up tiains or holding cars to be switched. I also noted that the UP 

does not designate the controlled track as a siding for meeting or passing trains. The data shows 

that while trains can and do enter the yard at Angleton, they do so for setting out and picking 

up, not normally for meeting other trains. 

^ Without addressing my actual qualifications, Mr. King also seems to question the 
reliability of my analysis by making a cryptic reference to a 1994 study I performed for the 
SP in an unrelated proceeding. If anything it is Mr. King, who lacks train dispatching 
experience, who is in this proceeding offering up unjustified theories and opinions. 
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i It anything, rather than providing room for meeting and passing of trains, the operations 

at the busy Angleton yard serve to worsen congestion on the main track, but my "jam capacity-

analysis did not penalize this Hn. segment for that, as I discuss below, m looking at the 

Angleton yard in making my analysis of jam capacity, I evaluated the effect on freight operations 

of the frequent blocking of the mam track in the vicimty of the yard. In confirmation of what 

UP witness John Rebensdorf stated in his deposition in this proceeding, this section of track ,s 

one of the heaviest concentrations of petrochemical industries in the area. Large blocks of cars 

move frequenUy from the UP-served industnes at Freepon into the yard at Angleton. These cuts 

of cars must either pull around the wye track at Angleton and into the yard tracks, or, as ,s more 

frequently done, they must pull through the wye mo. ng eastward and then shove back 

westward, backing mto the yard at Angleton. These moves frequenUy block the mam track for 

long periods ô  time. However, my jam capacity calculation did not reflect the negative effect 

that this would have on main track trains. In an attempt to be as fair as possible to the UP/SP 

and BNSF in this analysis, I decided not to factor such blockages of the mam .rack into my jam 

capacity analysis for this segment of the line. In the real world of railroad operations, these 

switcher movements and blocking of mam track ,n the vicinity of the /- ngieton yard would 

actually reduce the capacity of the route ana produce frequent delays and jams. 

In determining the jam capacity of a route, "a movement is a movement." Train 

priorities affect the amount of delays that orcur on a train-by-train basis but, contrary to Mr. 

King's belief, have little or no affect on the practical capacity of a route. Certainly when a jam 

occurs on a 'me low priority trains receive delays more severe than higher priority trains, but 

in a jam condition delays to a.1 movements will occur. Mr. King suggests that UP/SP will 



eliminate all delays on the route by not permitting local trains and road switchers to foul the 

main track and create the jams. (King Rebuttal V.S. at 17.) This is simply not practical. 

Petrochemical plants are not going to be kept waiting for inbound cars, nor will the high revenue 

outbound loads be delayed, while road switchers are held in the yards and off the main track in 

order to elimmate delays to through freight trains. In fact, the UP records for this line that I 

utilized for the jam capacity analysis show that the road switchers and locals cause numerous 

and long delays to through freight trains today, and there is no reason to believe that they will 

not do so in the future. 

BNSF wimess Neal D. Owen asserts that my jam capacity analysis utilizes an "apples 

to oranges" comparison of the proposed BNSF and Tex Mex routes, claiming that I adjusted the 

jam capacity of the BNSF route over the UP line downward based on "real-time experience" 

while failing to make such an adjustment for the Tex Mex Route over the SP line. (Second 

Owen V.S. at 9). This is simply not true !r order to avoid criticism and to provide every 

benefit of the doubt to the BNSF route, I utilized much longer than usual running times for the 

Tex Mex route. This conservative approach meant that I used running times for SP lines that 

were greatly in excess of normal times that I knew from my experience as a dispatcher on the 

route. This exaggerated running time was then reflected in the proposed Tex Mex train 

schedules, in order to prevent any criticism that the Tex Mex schedules were unrealistic or too 

fast to allow for normal delays. 

At the same time as I was adjusting running times on the Tex Mex route for a "worst 

case" scenario, my adjustments with respect to the BNSF route were designed to be realistic and, 

if anything, were based on best possible running times on that route. I utilized actual data from 
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the UP's dispatch computer records to determme normal running time, ^̂ ross the route 

segments. For the purposes of my calculations, however. I excluded any trains that were 

delayed fo- excessive times, m an effort to eliminate from the calculation any train that may 

have had problems outside the control of the dispatcher or otherwise had an abnormal delay. 

At the sa e time I included in the calculation trains which were shown m UP's data as having 

made almost unbeUevable record -breaking runs. 

In sum, to the extent that my analysis could be accused of being "apples to oranges," any 

disparity was in favor of the BNSF route, not the Ter Mex route. 

Mr. Owen, like Mr. King, states that I failed to allow for the ' theoretical" sidi.g at 

Angleton, namely, the Angleton yard. (Second Owen V.S. at 9, n.l3). As discussed above, 

it is not realistic to view the yard as a place for the meeting and passing of trains. 

Mr. Owen also accuses my jam cipacity analysis of failing to account for "fleeting" of 

trams. (Second Owen V.S. at 9, n. 13). Like many managers who have no actual tram 

dispatching experience, Mr. Owen incorrectly assumes that fleeting of trains eliminates all 

congestion and solves the jam problems. It is mie that fleeting of trains can help a route 

segment recover from a particular jam. but fleeung cannot be continued ove - .a long period of 

time or be used on a sustained basis because it can create even worse jams and result in delays 

much greater than would be incurred in non-fleeting operations. My own practical expenence 

of despatching and supervising territories on the SF in which fleeting was used was that 

consistent fleeting of trains reduces practical capacity and creates a raiiroad that cannot recover 

from unusual or unforeseen delays. For example, fleeting frequently occurs on the SP's route 

from Houston to Shreveport. This route is susceptible to frequent long delays and numerous 
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•12-hour" tie-ups whiie dispatchers are required to fleet trains across the temtory. It is my 

opinion that if fleeting of trains was incorporated into tJie jam capacity analysis 1 performed with 

respect to the UP BrownsvUle Subdivision, the practical capacity of the route would not be 

doubled vas Mr. Owen suggests) but would instead be reduced.!̂  

2. rritirimis of Tex Mex Route 

Messrs. King and Owen both cnticize the Tex Mex's choice of the route from Corpus 

Christi to Houston via Victoria and Flatonia. (King Rebuttal V.S. at 16; Second rw.. V.S. at 

7-8.) There is no merit to these criticisms. 

They assert first that the Tex Mex route is longer than the BNSF route. (Mr. Owen says 

jiat it is about 60 miles longer; Mr. King incorrectly describes it as ICD miles longer.) While 

it is true that the route is longer, Messrs. King and Owen overlook the fact that had the Tex 

Mex sought the route from Corpus Christi to Houston via Angleton and Algoa, it would have ^ 

requirer. 1.x Mex to obtain rights io operate over 24 miles of track (from Algoa to Houston) 

owned by BNSF, not by either of t̂ e applicants. Messrs. King and Owen also fail to mention 

that the vast majority of BNSF's traffic between Midwest points and pomts south of Houston 

operates via Dallas-Ft. Worth and CaldweU, and for such traffic the BNSF wiU have to use a 

2̂  Mr Owen also challenges my assertion that BNSF would not be ?ble to use a single 
^ w for iie i^n between Houston and Robstown, claiming that 7/̂ ^ '̂̂ ^^^"^^ f,̂ . 
S^enberg s experience with detour movements over the route. (Second Owen V S. at 9). 
" e S e n b e of SP trains moving from Houston to Corpus Chnsu over the 
UP raute dunng a time of floods has not been documented by any other ̂ -̂ ênce and Tex 
M̂ x haT checked and has found no records of such trains dunng such penod. Even if there 
Tad b^n SP^ns operating over the UP lines at such times, Mr. Bredenberg was too high 
p̂ inTe orgZ^r-onio be involved in the actual planning and monitonng of ^ " 

motemen̂ , and his impressions would have been fonned based on second-hand mfonnation 
from subordinates. 
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routing via the UP's BrownsviUe line that is 99 miles longer than the SP route from Caldwell 

via Flatonia and Victoria. 

Messrs. King and Owen also suggest that there are long distances of slow track along the 

proposed Tex Mex route. Mr. Kmgs asserts that -[h]alf of the route selected by Tex Mex has 

only one siding and is limited to speed limits of 10 to 40 miles per hour." (King R.V.S. at 16.) 

The segment to which Mi. King is refening (between Plaeedo and Flatonia) represents only 30 

percent of the entire Tex Mex route, and there are only two short locations on this segment 

where trains are reduced to 10 mph. (Mr. King fails to note that there are some 10 mph 

restrictions on the BNSF route as well.) 'ATiile most of the BNSF route would be subject to 

maximum speed of 50 mph, which is greater than the speed on the Plaeedo to Flatonia segment, 

Mr. King does not mention that 40 percent of the proposed Tex Mex route is over territory with 

speeds of 65 miles per hour or greater. The Tex Mex route does not, therefore, suffer by 

comparison to the BNSF route when they are examined in fiiU. 

Messrs. King and Owen claim that the SP line from Hatonia to Houston is busy and 

congested, and Mr. Owen asserts that my analysis of the vanous routes overlooks a projected 

increase in traffic volume on the Hatonia to Houston segment of the Tex Mex route and 

overiooks a projected decrease in traffic volume on the Algoa to Angleton segment of the BNSF 

route. These statements are simply incorrect. 

My assessment that the Algoa to Angleton segment would be congested did take into 

consideration the changes proposed in the UP/SP operating plan, and also took into consideration 

the proposed BNSF opeiation over that line. The UPSP operating plan contemplates a decrease 

of through trains on this segment to eight per day. However, operations by BNSF are estimated 
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to be 3.7 trains per day, for a total of 11.7 through trains per day as compared to 12 trains per 

day under pre-merger operations. Additionally, the BNSF Bay City tun-, adds two more 

movements per day over this route, for a total of 13.7 train movements per day over the Algoa 

to Angleton segment, excluding locals and switchers. While my first verified statement did not 

include this factual infonnation, these changes and operations were taken int. consideration in 

my calculations. My analysis and detennination that this route segment woulc be congested and 

that BNSF would have difficulty traversing it is based upon post-merger conditions, not pre­

merger conditions. 

As noted above, my analysis of conditions on the SP's Hatonia to Houston segment, 

which is part of the proposed Tex Mex route, also was based on post-merger conditions. My 

jam capacity analysis for this segment took into consideration the fact that the UP/SP operating 

plan contemplates 18.4 trains per day on this segment and the fact that Tex Mex operations ^ 

would add four tiains per day on this segment. I found, however, that the total of 22.4 trains | 

i 
per day is well below the jam capacity for this line. 

Finally, while describing the UP line from Algoa to Angleton as high speed CTC, the 

UPSP and BNSF wimesses fail to acknowledge that the SP Une from Flatonia to Houston is 

predominantly CTC with track speeds of up to 79 mph. RecenUy, new long CTC siding have 

been added on this SP line at Lissie and East Bemard, and CTC has been extended to the west 

end of Eagle Lake. (Mr. Owen incorrectly states that there is only 30 miles of CTC.) These 

improvements have increased the capacity of the route significanUy over what existed in 1994. 
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VERmCATION 

I, ALLEN W. HALEY, JR., verify under penalty of perjury that the foregoing is true 

and correct. Further, I certify tĥ t I am qualified and authorized to file this Verified 

Statement. 

Executed on May _/^, 1996. 

ALLEN W. HAL: 
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REBUTTAL VERIFIED STATEMENT 
OF 

PATRICK J. KRICK 

Introdurtion: 

I have been asked to submit this rebuttal verified statement to explain the effects on 

my earlier revenue, expense and net financial projections if the Surface Transportation Board 

limited Tex Mex's trackage rights conditions to exclude Tex Mex ft-om carrying shipments 

between Houston and Beaumont that have no prior or subsequent movement by rail south of 

Houston. The effects would not affect Tex Mex's ability to ftimish the essential services it 

provides to its local customers. 

' | | ^ T\f'<; Financial Outlook Under the "TM Rights-Limited" Scenario: 

In my initial verified statement, I evaluated the financial effects on a "base case" 

ftiture outlook for Tex Mex of the proposed UP/SP merger conditioned only by the BN/Santa 

Fe settlement, and as conditioned by the rights Tex Mex sought in its responsive application. 

I call these two scenarios "Merger" and "TM Rights," respectively. I based my evaluation 

of the f. lancial impacts of these scenarios in part on the traffic diversions that Tex Mex's 

witness Joseph F. Ellebracht estimated for Tex Mex. 

The TM Rights scenario included approximately 400 carloads and 3,300 intermodal 

units that Tex Mex would not handle if the Surface Transportation Board limited Tex Mex's 

requested conditions to exclude Tex Mex from carrying shipments between Houston and 

Beaumont that have no prior or subsequent movement by rail south of Houston. 



I have analyzed the effects on Tex Mex's gross revenues' costs, and eamings of such 

a Umitation on its trackage rights, which I wiU refer to as the "TM Rights-Limited" scenano. 

Tex Mex revenue from this foregone traffic would be approximately $822,000 in the first 

year in which the effects are fully experienced.!̂  This is refletvcd in Table 1 below. 

Tex Mex would also save about $57̂ ,000 in expenses that would have been incurred 

in carrying this traffic under the TM Rights scenario.!̂  This is reflected in Table 2 below. 

The combined net effect of Umiting Tex Mex's requested conditions to exclude Tex 

Mex from carrying shipments between Houston and Beaumont that have -'or or 

subsequent movement by rail south of Houston would be a reduction of Tex Mex's net 

income of approximately $250,000 per year. 

As can be seen frotn Table 3 below, Tex Mex would be bo»h viable and profiuble 

under the TM Rights-Limited scenario. If the STB granted the rights Tex Mex requests, but 

Umited in the way described, Tex Mex wiil nevertheless be able to continue the operations 

that have enabled its on-Une customers to flourish. The overall effect would not limit Tex 

Mex's abiUty to provide essential services to its local customers. 

^ I assumed in my i n i t i a l verified stateinent that t h i s t r a f f i c 
and the associated revenue would be phased in 50% in 1996 and 
100% by 1997. Further, I assumed that t h i s t r a f f i c would 
experience some growth, on the order of 3% per year from 1997 
through 1999. 

^ Under the TM Rights-Limited scenario, there w i l l be cost 
savings due to less intensive train service between Beaumont and 
Houston, lower equipment rents, equipment maintenance, fuel and 
trackage fees expense arising from the elimination of the 
foregone volumes, and lower originating and terminating expenses. 

I 



1ABLE 1 
TEX MEX REVENUES ASSOCIATED WITH 

THE FOREGONE TRAFFIC 
(in $ 000) 

# 

TABLli 2 
TEX MEX EXPENSES ASSOCIATED WITH 

THE FOREGONE TRAFFIC 
(in $ 000) 

Year 
Revenue 

Year 
TM Rights TM Rights -

Limited 
Difference 

1 1997 $28,318 $27,496 $ (822) 

1998 $29,051 $28,202 $ (849) 

1999 $29,846 $28,993 $ (853) 

TABLE 3 
COMPARISON OF OUTLOOKS OF TEX MEX INCOME 

FROM OPERATIONS UNDER FOUR OUTLOOK SCENARIOS 
(in $ 000) 

Year 
Expenses 

Year 
TM Rights TM Rights -

Limited 
Difference 

1997 $28,049 $27,477 $ (572) 
1998 $28,743 $28,139 $ (604) 

1999 $29,356 $28,729 $ (627) 

Scenario 1997 1998 1999 

"Base (2ase" $ 591 $ 647 $ 877 

"Merger" $ (691) $ (721) $ (623) 

"TM Rights" $ 269 $ 308 $ 508 

"TM Rights-Ltd." $ 19 $ 63 $ 264 



Conclusion: îXv 

WW 
If the Surface Transportation Board Umited the trackage rights granted to Tex Mex to ^' 

exclude Tex Mex from carrying shipments between Houston and Beaumont that have no 

prior or subsequent movemeni by rail south of Houston, the revenues, expenses and net 

financial results I have projected for Tex Mex would be affected, but the lower net income 

level would not prevent Tex Mex from continuing to provide the interline and local service 

required to keep Tex Mex viable and furnishing the essential services it provides to 

customers local to its line. 



VERIFICATION 

I, Patrick J . Krick. certify under penaltj' of perjuiy. that to the best of my 

knowledge, the foregoing is true and correct. Executed May 10th, 1996. 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Dockel No. 32760 

UNION PACIFIC CORPORATION, et a l 
— CONTROL AND MERGER -̂̂^̂̂  ~ 

SOUTHERN PACIFIC RAIL CORPORATION, et a l . 

Verified Statement of Frederic E. Schrodt 
on behalf of FARMLAND INDUSTRIES, INC. 

My name i s Frederick E. Schrodt. i am the Vice-President of 

Transportation for Farmland Industries. Farmland i s a federated 

cooperative owned by approximately 1.400 member coops, who in 

turn are owned by approximately 500,000 fanners, producers and 

ranchers. These farmers, producers and ranchers are from the 

Midwest, predominantly Kansas, Iowa, Minnesota, Missouri, 

Colorado, Oklahoma, Texas, Arkansas, Montana, Nebraska, North and 

South Dakota and Wyoming. 

Farmland has been an active party to this proceeding, 

expressing i t s serious concerns about the merger unless the Board 

imposes conditic.ns to minimize the competitive impact on Farmland 

and i t s members. On behalf of Farmland, l submitted comments by 

l e t t e r dated November 7, 1995. I also submitted a verified 

statement as part of the Western Shippers Coalition Comments and 

supporting Evidence f i l e d on March 29, 1996. Tex Mex has asked 

me to expand upon my comments and i n i t i a l verified statement to 

describe further Farmland's operations and r a i l transportation 

options for transportation between the United States and Mexico. 

This statement i s in response co that request and i s meant to 



supplement, not replace, my earli e r statement. Farmland stands 

by i t s March 29, 1996 comments. 

Farmland and i t s member coops purchase and s e l l products 

throughout the United States, Mexico and Canada, as well as 

elsewhere around the world. We are already active in the markets 

that NAFTA w i l l further develop. Because transportation i s such 

a v i t a l part of our industry, both from a l o g i s t i c a l and cost 

standpoint, i t i s v i t a l to Farmland, i t s member coops, and others 

in the agricultural industry that competition remain strong over 

tlhe NAFTA corridors between the United States and Mexico. I f the 

merger remains unconditioned except by the BN/Santa Fe agreement, 

we w i l l lose an important part of that competition. 

Farmland today cr.n and does move products over the Eastern 

Mexico gateways, particularly Laredo and E l Paso. Although we 

use the Laredo gateway to a much greater aegree than any other 

Eastern Mexico gateway, our use of the Burlington Northern Santa 

Fe through E l Paso for the same t r a f f i c has increased. 

Three railroads moving over the Eastern Mexico gateways vie 

for our business t,day. Unless the Surface Transportation Board 

acts to permit a thir d railroad in the NAFTA corridor, then we 

w i l l only have two railroads competing for our business. We w i l l 

have lost a valuable competitive option. I f the Union Pacific 

then acquires the Northeast Mexican railroad concession, the 

competitive situation w i l l be further exacerbated. 

#1 
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VBRIFICATXOH 

I declare the foregoing to be true and accurate to the best 

Of my knowledge under penalty of perjury of the laws of the state 

of Missouri. Further, I certify that l a. qualified and 

authorized to file this verified st^»^^. ^ecutedon this 

10th day of May, 1996, / ^y^"^/"^^'^ 

ferae E. Schrodt 
FARMIAKD INDUSTRIES, INC. 
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05-- 07.-96 12:22 SKILL TRONSPORTOTION CONSULT INC 001 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Fsiuuic* Docket No. 32760 
Union PadHc Corp., Union Padfk 
R.R. Co. Aad MuMttri Pacific RR Co. 
— Conlrol and Merger — Southern 
Paciiic RaU Corp., Southern 
Pacitic Tnuu. Co., St Louis 
Sootfawestem Rw. Co.. SPCSL Corp. 
and llie Denver and Rio Grande 
Wwtem Corp. 

SUPPLEMENTAL STATEMENT OF ^ 
THE KANSAS. COLORADO AND O I O J U I O M A SHIPPERS ASSOCIATION 

Comes now the Kaasat, Coiorado and Oklahoma Shippers Auodation and flies this 
supplemeaita] statoment in order to correct the Burlmeton Noiihem Santa Fe assertion in its 
response filed on AprU 29. which essentially states that no other Eastern Mexico Gateway 
csompetes with Laredo, t barm the authority to submit tliis verified statement on behalf of tbe 
above named shippers group. The assertions of the BNSF is simply not true. 

BACKGROLl^a) INFORMATION 

On March 29,1996, the KCOSA tHed a staiement of support of the Tex Mex lUUniad 
whidx was named the KjuDas-CoionufofihipperiAssociatian as tfae i^^ Since that 
filing we have received tfae Enid Board of Trade and the W.B. Johnston Grain Company as 
n̂emberv of our associatkm. Onejoined fhe SFE and the other the UP-MP shippers eniup. We 

are now the above named group. j 

Wtth the exceptkm of a ccoicnt, hmiber and plastic shipper or receiver, the balaiiM of ô ^ 
members are xshcuhural oriented and ship wheat, com, milo and soybwuis. If we bad an 
cxcriknt harvest in 1995, taistead of a dniught, uur members couUl ship on fhe BNSF t h f f « ^ 
Paso or Eagle Pass, on the Unit a Pacific through Laredo or BrownsviUe, or m the Southern 
Padflc (through Eagle Pass or I nredo via the Tex Mex). | 

A5 mentianed in our previous filing, cvr supplŷ rates would determine the ffiUmmy to 
move gram ta a particular dcutinatkm wtthm Mexico. 

Wldi the SP now ^reting over the BNSF tracks ftiom Hutdunsen via Newton tô  Wichita 
and Winfieid south to Fort Worth, if grains will be available, our Kansas shortline rfulroads 
sfatppers could use the SP Tex Mex routes named supra. 
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(he - l » r pttwy. « wdl 1 » ' T T ^ ^ Z ^ S T t t a t th^ c « . » . . t. 

these gateways. 

STATE o r OKLAHOMA IS NOW ACTIVELY INVOLVED 

S w O M S 1 crrler in the Wkhta grain traHtof 

THREE CARRIERS TO TWO CARRIERS 

p ^ . there are three uulT ^ J ^ ^ Z ' ^ T ^ ^ 
Mexicomarkets ^ - T ^ ^ ^ ^ J ^ ^ ^ 
»rther poor wheat harvest Ibdng Kansas and ow^ ^ ^ 
^ C p e h d bountiful J i ^ V 5 « d to K f ^ : 
Assuming arguendo that a diW Tox-Mo. nuli^«» V T i Hî Tt 

By: James J. Irianoi 
STB Practitioner 
1809 N. Broadway, Suite F 
Wichita. Kansas 67214 
PH: (316)264-9630 
FAX: (316) 264-9735 

:olorad<»-Oklaboma 

îjlBOS J- I 
/AttvlMir ^ 
IXheKansai 
Shippers Assodatiim 
1809 N. Broadway. Suite ff 
Wichita. Kansas 67214 
(316)264-9630 

Further,I certify thati am < n « « h f i w » « * » « « ^ 
this 7th day af May 1996. /^ A H 
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1 BEFORE THE 
2 SURFACE TRANSPORTATION BOARD 
3 Finance Docket No. 32760 
4 UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD 
5 COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 
6 — CONTROL MERGER — 
7 SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN 
8 PACIFIC TRANSPORTATION COMPANY, ST. LOUIS 
9 SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 

10 DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 
11 HIGHLY CONFIDENTIAL 
12 Washington, D.C. 
13 Monday, May 6, 1996 
14 Deposition of RICHARD J . BARBER, a 
15 witness herein, called for examination by counsel 
16 for The Kansas City Southern Railway Company in 
17 the above-entitled matter, pursuant to agreement, 
18 the witness being duly sworn by JAN A. WILLIAMS, 
19 a Notary Public in and for the D i s t r i c t cf 
20 Columbia, taken at tJie offices of Covington & 
21 Burling, 1201 Pennsylvania Avenue, N.W., 
22 Washington, D.C, 20044, at 10:05 a.m., Monday, 
23 May 6, 1996, and the proceedings being taken down 
24 by Stenotype by JAN A. WILLIAMS, RPR, and 
25 transcribed under her direction. 
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APPEARANCES; 

On benalf of The Kansas City Southern 
Railway Company: 

ALAN E. LUBEL, ESQ. 
Troutman Sanders 
NationsBank Plaza, Suite 5200 
600 Peachtree Street, N.E. 
Atlanta, Georgia 30308-2216 
(404) 885-3174 

On beher.f of Union Pacific Corporation: 
ARVID E. ROACH, ESQ. 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
Washington, D.C. 20044 
(202) 662-6000 

ALSO PRESENT: 
CURTIS M, GRIMM 
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A. I don't understand. We were talkir.g 

e a r l i e r and I was talking e a r l i e r about s o - c a l l e d 

cwo-to-one points. Are you t e l l i n g me t h i s i s 

now a one-to-one point? You're not t a l k i n g about 

a two-to-one location as that term has been used 

by me, by the applicants, and i s used in the 

BN/Santa Fe settlement? 

Q. The s i t u a t i o n I intend to pose i s jusc 

where a shipper i s p h y s i c a l l y served, you know, 

coday, p h y s i c a l l y served only by Union P a c i f i c , 

not by Southern P a c i f i c . 

A. So i t could be at location X, wherever 

chat i s , and UP serves i c , no ocher r a i l r o a d 

serves that l o c a t i o n . The settlement -- neither 

the settlement nor th-- CMA agreement would apply 

CO chat s i t u a t i o n nor should i t . There's no 

competitive impact on r a i l service at chac 

locacion, i c remains exaccly whac i c i s coday. 

Therefore, under che merger, no e f f e c t , no 

provision, no provision in Che secclemenc 

agreemenc. 

There's only one modificacion I guess I 

would make co chac, and chac i s with respecc co a 

new shipper f a c i l i t y . And I mencioned chac 

e a r l i e r in paragraph 2 of che CMA agreemenc. 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

i m 14th ST.. N.W.. 4th FLOOR / WASHINGTON. D.C. 20005 
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Q. Okay. So, CO i e c e r m m e which rouce you 

mighr. e l i m i n a c e as m e a n i n g f u l compecicors, one 

fac-.oi you would use would be che c i r c u i c y of che 

rouce? 

A. I n t h i s case Mr. Majure d i d n ' t t a k e 

account of a n y t h i n g , he l e r a computer go v i l d , 

p r i n t C-. t r e s u l t s which he a p p a r e n t l y endorsed or 

ac l e a s e c l i p p e d Co chs back of h i s w i t n e s s 

scatement. I don't t h i n k t h a t makes any sense m 

t h i s case. C i r c u i t y i s a f a c t o r and che ocher i s 

degree of p ? . r c i c i p a c i o n , ef f e c c i v e n e s s o f t h a t 

p a r t i c i p a t i o n f o r t h e t r a f f i c . 

Q. Mayb.: we're s a y i n g che same c h i n g , b u t 

would a n o t h e r f a c : o r b'i t h e number of c a r l o a d s of 

t r a f f i c o v e r t h e r o u t e ? 

A. T r a f f i c l o a d s or u n i t s or tor:^ wou?'' 

e n t e r i n t o what I c a l l che n a r k e t p a r c i c i p a c i j n , 

f l o w p a r c i c i p a c i o n . 

Q. And l e c me j u s c c l a r i f y whac I'm a s k i n g 

h e r e . I know you made some? c r i c i c i s m oc 

Mr. Maju-.e, buc I ' d l i k e co know your v i e w of how 

you d e c e r m i n e which r o u c e j co e l i m i n a c e as 

m e a n i n g f u l compf:CiCors, i f you're do:.ng a 

co i i . p e c i c i v e a n a l y s i s ? 
A. I n cerms of c h i s , I would wane co know 

ALDERSON • WRTING COMPANY. INC. 
(202)2)119-2260 (800) FOR DEPO 

1111 14th ST. N.W.. 4th "-^OOR . 'WASHINGTON. D.C. 20005 



f 
The second poinc i s chac BN/Sanca Fe 

I'm c e r c a i n might chink chac, wich che commission 

having approved i t s merger., chac, i f UP and SP 

were co propose co merge, chac che commission 

n i g h t approve che merger and eicher noc accept 

i:he argumencs t h a t c o m p e t i t i o n would be harmed at 

these two-to-one p o i n t s or at a l l of them or 

adopt some ocher approach t h a t was -- t h a t might 

puc i n say some r e g i o n a l r a i l r o a d s inco chese 

l o c a t i o n s , i n which case then BN/Sanca 7e might 

not gain any advantages and UP/SP might secure 

approval on i erms from p u b l i c scancpci.ic c:--.-C 

mighc conceivably have meanc t h a t they woul-in't ^ 

have t o face up t o as tough a comp e t i t o r as 

i) BN/Santa Fe . 

J. So 1 t h i n k o v e r a l l BN/Santa ?e. and I 

c e r t a i n l y cannot speak f o r them and do not and 

can't crawl i n t o t h e i r mind, t h a t they see t h a t 

h t h i s agreement, though i t poses UP/SP es a 

st r o n g e r c o m p e t i t o r , t h a t BN/Santa Fe gets 

l l advantages of r e a l f i n a n c i a l concern. And I 

Chink Char. BN/SanCa Fe like UP/SP believe ChaC. 

if Chey can boch ge. in the same position, get on 

if» the same turf with the same number of players on 

^5 each side with no handxcapr, that they're I 
ALDERSON REPORTING COMPANY, ESC. 

(202)289-2260 (800) FOR DEPO 
g 1111 14th ST.. N.W., 4 th FLOOR / WASHINGTON. 0 . : .. 20006 
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nhose s i c u a c i o n s che scrongesc r a i l compecicor i n 

che Wesc. They d i d chac from a p e r i o d w e l l 

b e f o r e che a p p l i c a c i o n was puc i n . 

And, i n f a c e , che secclemenc agreemenc 

w i c h BN/Sanca Fe. che p r i m a r y one was execuced i n 

Sepcember. So chey f a c e d che pro b l e m co cure i c 

CO a v o i d che k i n d of r e s u l c chac cook p l a c e 

becween SF and SP. I now have co amend my 

answer, I s a i d i c was 179.9 degrees a p a r c . I 

c h a r j e chac, 180 degrees a p a r c . 

Q. To f o l l o w up on Chac, Mr. B a r b e r , c o u l d 

you compare che c o m p e c i c i v e impacc of che SP/SF 

propo s e d merger w h i c h you opposed w i c h che UP/SP 

propo s e d merger u n c o n d i c i o n e d ; i n ocher words, i f 

you d i d n ' c have chc B u r l i n g c o n Norchern/Sanca Fe 

c r a c k a ^ i ; r i g h c s agreemenc? 

A. F i r s c , Chere's no q u e s c i o n i n my mind 

now o r Chen chac SF/SP would have choked o f f an 

enormcus amounc of c o m p e c i c i o n , i n e x t e n s i v e 

cescimony I c h i n k chac was c l e a r and would accepc 

i c . Second, wichouc a c c n d i c i o n chere wou.'.d be 

some adverse e f f e c c s i n che UP/SP merger, chere 

would be ad v e r s e c o m p a u i c i v e e f f e c c s ar. che 

CV --t o - o n e l o c a c i o . i s and i n c e r c a i n c o r r i d o r s 

absenc some c o r r u c c i v e r e l i e f . 

ALDERSON REPORTING COMPAN\', INC. 
(202)289-2260 (80( OR DEPO 

n i l 14 ih ST., N . W , 4th FLOOR / WASHINGTON, O . C , 20005 
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BEFORE THE 

SURFACE TRANSPOT^.TATION BOARD 

Union P a c i f i c Corp., Union 

RR. Co. Ax^d M i s s o u r i P a c i f i c 

RR Co.-- C o n c r o l and Merger --

Souchern P a c i f i c R a i l c o r p . , 

S o u t h e r n P a c i f i c T r a n s . Co., 

St . L o u i s S o u t h w e s t e r n RW. Co., 

SPCSL c o r p . And The Denver and 

Tb» Denver and Rio Grande 

WeFtern Corp. 

* Finance DockeC No. 32760 

* HIGHLY CONFIDENTIAL 

ORAL DEPOSITION OF 

ROLLIN BREDENBERG 

on t h e Bth day o f March, 1996, a t 9:00 a.m., the 

o r a l d e p o s i t i o n o f t h e above-named w i t n e s s was t a k e n a t tha 

i n s t a n c e of Che Kansas C i c y Souchern R a i l w a y b e f o r e Susan S. 

K l i n g e r , C e r t i f i e d S h o r t h a n d R e p o r t e r i n and f o r t h e S t a t e 

of Texas, a t t h e H y a t t H o t e l , D a l l a s F o r t Worth 

i n t e r n a c i o n a l A i r p o r C i n Che Cicy of D a l l a s , CounCy of 

D a l l a s , SCace o f Texas, pursuanC Co noCice and t h e agreement 

as s t a t e d i n t h e r e c o r d h e r e i n . 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR OEPO 

1111 14th ST., N.W., 4Th FLOOR / WASHINGTON, D.C. 20006 
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A. R i g h t . 

Q. And t h e n wouldn't you have t o connect i n Corpus 

C h r i s t i w i t h Mr. A l l e n ' s c l i e n t , Tex Mex? 

A. That i s c o r r e c t . 

Q. I s t h e B u r l i n g t o n N o r t h e r n Santa Fe d o i n g 

a n y t h i n g t h a t you are aware of Co i n c r e a s e iCs share o f 

C r a f f i c Co Mexico? 

A 

Q 

A, 

Yes . 

Whac i s i c doing? 

IC i s a g g r e s s i v e l y i n c r e a s i n g iCs t r a f f i c over 

Eagle Pass 

Q. 

A. 

A n y t h i n g e l s e ? 

At t h i s p o i n t i n t i m e t h a t i s a l l t h a t i s 

a v a i l a b l e t o i t . And we, i n a d d i t i o n t o t h a t use t h e E l 

Paso gateway t o g e t t o s h i p p e r s on t h e , a l i n e o f t h e 

Mexican r a i l w a y p r i n c i p a l l y T o r l e o n . But a l s o s o u t h of 

T o r l e o n we a l s c r u n c o n t a i n e r t r a f f i c o ver E l Paso from t h e 

p o r t o f Long Beach t o Mexico C i t y . We are t h r o u g h t h e Eagle 

Pass gateway now g i v i n g chemical s h i p p e r s , m e t a l s s h i p p e r s 

and e s p e c i a l l y ag commodities, customers p r o p o s a l s t h a t 

u t i l i z e our haulage r a t e s t c Eagltj Pass. 

Q. I n terms o f the c o n n e c t i o n w i t h Tex Mex i n 

Robstown, are you aware of t h e , are you aware of t h e r a t e 

i n c r e a s e s t h a t B u r l i n g t o n N o r t h e r n imposed d u r i n g t h e l a s t 

y e a r "5 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (8001 FOR DEPO 

1111 14th ST.. N.W., 4th FLOOR / WASHINGTON, D.C, 20006 



10 

11 

13 

T aU^o hope Co say as I've s a i d b e f o r e Chat Mr. S k i n n e r had 

no d e s i r e and no inCenCion chac Che r e p o r c of h i s 

c o n v e r s a c i o n w i c h you be made p u b l i c . i c was, h i s reporC 

was p r e p a r e d f o r i n t e r n a l l y TMM c o n s u m p t i o n , b u t i t has been 

made p u b l i c so t h a t i s what we're here t o d i s c u s s . I 

b e l i e v e you i n d i c a t e d t h a t Mr. Krebs t o l d you t h a t you would 

7 be the p o i n t man f o r BN Santa Fe? 

8 A. I d o n ' t t h i n k t h a t t h a t , p o i n t man was n o t h i s 

9 t e r m i n o l o g y . I t m i g h t have been mine, b u t i t wasn't h i s . 

I s i m p l y asked him who the p o i n t man was g o i n g t o be. And 

I d i d n o t expe c t t h e answer t o be me, buC t h a t i s t h e way 

12 i t t u r n e d o u t . 

Q. And was t h a t t h e p o i n t man f o r --

14 
I 

A For d e a l i n g w i t h Mexican i s s u e s 

15 

16 t r a f f i c ? 

1 1 7 A. 

18 Q • 

19 aware? 

20 A. 

21 been. 

Q. :r-or d e a l i n g w i t h Mexican i s s u e s and U.S. Mexican 

R i g h t , p r i m a r i l y t h e o p e r a t i o n a l i s s u e s . 

And i s t h a t s t i l l t h e case as f a r as you are 

W e l l , up t o t h e t i m e o f t h i s d e p o s i t i o n i t has 

22 

23 

24 Q 

25 

Q. You mean as of r i g h t now? 

A. As o f r i g h t now. 

Does this mean unless things change, that you 

will be involved ir. any bid that BN Santa Fe makes on the A 

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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Mexican l i n e s ? 

A. Yes. 

Q. And d i d I c o r r e c t l y u n d e r s t a n d t h a t a t l e a s t as 

of now you don't know whether o r n o t BN Santa Fe w i l l make 

a b i d f o r the Mexican l i n e s ? 

A. That i s c o r r e c t . 

Q. Do you know when t h e b i d w i l l be due? 

A. I do n o t . I have not seen t h e m a t e r i a l t h a t has 

been sent t o Doug Bab who i s c h i e f o f s t a f f and I guess 

c l a r i f y i n g t h a t I w i l l --

MR. WEICHER: L e t him ask a q u e s t i o n . 

THE WITNESS: I w i l l be i n v o l v e d i n i t , 

but I w i l l not be p r i n c i p a l d e c i s i o n maker i n a l l c f t h a t . 

BY MR. ALLEN: 

Q. I n t h e m e e t i n g t h a t you had i n J a n u a r y i n 

Mexico, t h i s J a n u a r y o f '96 w i t h Dr. S a c r o s t a n and o t h e r 

Mexican o f f i c i a l s I g a t h e r who was t h e r e f o r t h e BN Santa Fe 

be s i d e s y o u r s e l f and Mr. Krebs i f anybody? 

A. Yes, Doug Bab and Greg Swenton. 

That i s i t ? 

And t h e i r r e p r e s e n t a t i v e i n Mexico, A r t h u r 

L u k e l o . 

0. 

A. 

MR. ENGLERT: I n a t e t o do t h i s , b u t Dr 

S a c r o s t a n wasn't t h e r e I b e l i e v e you t e s t i f i e d . 

BY MR. ALLEN: 

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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BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAIL:..0AD 

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 GRANLE WESTERN RAILROAD COMPANY 

HIGHLY CONFIDENTIAL 

Washington, D.C. 

Monday, March 4, 1996 

continued d e p o s i t i o n of CARL R. ICE, a 

w i t n e s s h e r e i n , c a l l e d f o r examination by counsel 

f o r the P a r t i e s i n the a b o v e - e n t i t l e d matter, 

p u r s u a n t to agreement, the w i t n e s s being 

p r e v i o u s l y duly sworn, taken at the o f f i c e s of 

Mayer, Brown i P l a t t , 2000 P e n n s y l v a n i a Avenue. 

N.W., Washington, D.C, 20006-1882, at 9:35 a.m., 

Monday, March 4. 1996, and the proceedings being 

t a k e n down by Stenotype by JAN A. WILLIAMS, RPR, 

and t r a n s c r i b e d under her d i r e c t i o n . 

24 

25 
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got che r o u t i n g which we wanted t o have. 

MS. JONES: Can we go o f f t h e r e c o r d 

f o r j u s t a second. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

BY MR. F I N I Z I O : 

Q. What r i g h t s were you s e e k i n g on t h a t 

r o u t e thac you d i d n o t r e c e i v e ? 

A. Can I l o o k a t t h e agreement f o r j u s t a 

second. 

Q. Sure. 

A. We asked f o r che r i g h c between Houston 

a'ld B r o w n s v i l l e t o have an agent p e r f o r m se^-vices 

on our b e h a l f . 

Q. Who i s t h a t agent? 

A. We d i d n ' t i d e n t i f y an ag e n t . We wanted 

t h e r i g h t t o d e c l a r e an agenc and have an agenC 

o p e r a t e on our b e h a l f . 

Q. D id you d i s c u s s any p o s s i b l e a g e n t s 

i n t e r n a l l y a t BN/Santa Fe? 

A. Any p o s s i b l e agents? 

Q. Yeah. 

MR. WEICHER: Other t h a n r e l a t i n g t o 

th e l i t i g a t i o n s t r a t e g y , i f t h e r e was any i n t h i s 

a r e a , you may respond. 

THE WITNESS: I c a n ' t respond t o 
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1 d e t e r m i n a t i o n on who our agent s h o u l d be. One of 

2 t h e p a r t i e s we i d e n t i f i e d as a p o s s i b l e age.'-.c was 

3 t h e Tex-Mex. 

4 BY MR. F I N I Z I O : 

5 Q. Were t h e r e o t h e r p a r t i e s ? 

6 A. I don't r e c a l l any o t h e r s p e c i f i c 

7 p a r t i e s we m entioned, b u t t h e r e were a number of 

8 s h o r t l i n e o p e r a t o r s t h a t o f t e n p e r f o r m t h o s e 

9 s o r t s Ol s e r v i c e s . 

10 Q. You i d e n t i f i e d t h r e e b r o a d areas a few 

11 m i n u t e s ago i n response t o my q u e s t i o n as t o what 

12 r i g h t s you d i d n o t r e c e i v e . The second one v;a£ 

13 cha r o u t e s wiiere t h e r e was a p o t e n t : E 1 

14 c o m p e t i t i v e impact t h a t you i d e n t i f i e d b u t you 

15 were not i n t e r e s t e d i n p u r s u i n g . Can you 

16 i d e n c i f y chese c i r c u m s t a n c e s f o r me? 

17 A. I don't b e l i e v e I s a i d r o u t e s i n t h a t 

18 case, I t h i n k I s a i d -- I t h i n k I s a i d r i g h t s i n 

19 t h a c case. 

20 Q. T hat's p r o b a b l y r i g h t . 

21 A. There's one I can menCion w i t h o u c any 

22 p r o b l e m w i c h t h e i n s t r u c t i o n s I ' v e r e r e i v e d , aind 

23 t h a t ' s a u t i l i t y t h a t ' s a t L a b a d i e , M i s s o u r i , 

24 t h a t i s p r e s e n t l y s e r v e d by t h e UP and t h e SP. 

25 We d e c i d e d t h a t we were no t i n t e r e s t e d i n 

I 
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1 Q. When d i d t ' l a t agreement become a 

2 package? 

3 MR. WEICHER; I'm g o i n g t o o b j e c t t o 

4 che excenc y o u ' r e a s k i n g f o r Che g i v e - a n d - cake of 

5 n e g o c i a c i o n s o r i n c e r n a l l i t i g a t i o n s traCegy o f 

6 che company and d i r e c t che w i t n e s s not t o answer. 

7 BY MR. McGEORGE: 

8 Q. I ' l l go more d i r e c t l y t o the t o p i c t h a t 

9 came up i n t h e d i s c o v e r y c o n f e r e n c e . When d i d 

10 t r a c k a g e r i g h C s beCween HousCon and B r o w n s v i l l e 

11 f i r s c become pare o f a l a r g e r package? 

12 MR. WEICHER: I'm g o i n g Co o b j e c c . 

13 BuC, i n l i g h e o f Judge Nelson's r u l i n g who I 

14 underscand o v e r r u l e d such o b j e c e i o n , wc w i l l 

15 perm.ic che wieness Co answer. 

16 THE WITNESS: AC Che f i r s C meecing. 

17 BY MR. McGEORGE: 

18 Q. AC Che f i r s c meecing. Okay. And how 

19 d i d you f i n d ouc ChaC i c was pare of a package? 

20 A. At t h e f i r s t m e e t i n g , t h e Union P a c i f i c 

21 i n d i c a t e d t h e l o c a t i o n s t h a c -- and rouCes chac 

22 a t t h a c p o i n c Chey were w i l l i n g Co c o n s i d e r i n a 

23 secclemenc agreemenc. And chey asked me which 

24 ones o f Chose chac I would be i n c e r e s c e d i n as 

25 pare o f che secclemenc agreemenc. 
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1 c o n c r a c c o r t o serve the H o u s t o n - B r o w n s v i l l e 

2 t r a c k a g e r i g h t s ? 

3 A. No. I t wasn't r h a t d e t a i l e d of a 

4 d i s c u s s i o n a t t h a t p o i a t . I t o n l y r e l a t e d t o t h e 

5 r o u t i n g s t h e y wanted t o know we were i n t e r e s t e d 

6 i n . 

7 Q. At t h i s p o i n t d i d you i n d i c a t e t h a t you 

8 wanted t o have t h e o p t i o n o f u s i n g a c o n t r a c t o r 

9 t o p r o v i d e s e r v i c e over t h e H o u s t o n - B r o w n s v i l l e 

10 r o u t e ? 

11 A. Yes. We s a i d we wanted t o use an 

12 agent. I'm n o t sure i f agent and c o n t r a c t o r a re 

13 the same t o you. 

14 Q. I'm not sure. I ' l l use your term. 

15 A. Okay. 

16 Q. Do you know w h i c h a t w h i c h o f t h e s e 

17 m e e t i n g s you expressed t h a t view? 

18 A. Not s p e c i f i c a l l y , no. 

19 Q. I t was i*ot t h e f i r s t m e e t i n g ; i s t h a t 

20 c o r r e c t ? 

21 A. I t was not t h e f i r s t m e e t i n g . 

22 Q. And what was t h e i r response? 

23 A. They were v e r y c o n c e r n e d about t h a t 

24 r e q u e s t . T h e i r view was i t caused -- i t p u t them 

25 p o t e n t i a l l y a t a c o m p e t i t i v e d i s a d v a n t a g e , t h a t 
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