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The Burlington Northern and Santa Fe Railway Company ("BNSF") and Union 

Pa.-ific Railroad Company ("UP") submit the attached Restated and Amended BNSF 



Settlement Agreement for review and approval b\ the Surface Transportation Board. 

As UP and BNSF have previously advised the Board and all parties of record to these 

proceedings. UP and BNSF have engaged in negotiations over the p ast several months 

to update the original September 25. 1995 Settlement Agreement (as amended by the 

first and second supplemental agreements) to incoiporate the conditions imposed by 

the Board in Decision No 44 and subsequent Board decisions interpreting and clarifying 

those conditions. 

UP and BNSF have reached agreement on the majority of the changes to be 

made to the Settlement Agreement, and a list of the principal changes proposed to the 

Settlement Agreement is attached hereto. The issues that remain unresolved are as 

follows: the definition of "2-to-l" Points; the definition of "Existing" and "Ne* • Transload 

Facilities"; restrictions on certain BNSF trackage rights lines; and BNSF access to team 

tracks/* UP and BNSF are each separately filing comments addressing the reasons 

vvhy they believe that their proposed alternatives should be adopted by the Board. 

The attached Restated and Amended BNSF Settlement Agreement contains the 

proposed changes on which UP and BNSF have agreed, and it alsc contains UP's and 

BNSF's separate proposals on the four issues where the parties have been unable to 

reach final agreement. Also attached is a red-lined version of the Restated and 

Amended BNSF Settlement A\greement which identifies the proposed changes fiom the 

original 1995 Settlement Agreement (as supplemented). UP and BNSF propose that 

interested parties tile their comments on the proposed Restated and Amended BNSF 

^ It should be noted that BNSF and UP have resolved their differences with respect 
to the definition of "New Shipper Facilities" sitics their July 2, 2C">1 submissions. 



Settlement Agreement oi, August 17, 2001. together with their comments on UP's and 

BNSF's Annual Reports. UP and BNSF will then reply to each other and to comments 

from the other panies on September 4, 2001. 
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Principal Amendments tu BNSF' Settlement Agreement' 

Section(s) Chan^v 

Definitions .Adds defmition of "Shipper Facilities" 

Definitions .•\dds definition ot ""Z-to-l Points"* 

Dellnition.s .Adds definition ot"""2-to-r Shipper 1 acilities" 

Hefniitions .Adds definition ol""Ne\v Shipper I'aeilities" 

1 )efmitions .Ac'ds definition of" Trackage Rights Line" 

Definitions Clarifies when New Shipper Facilities are "on" a Trackage 
Righis Line 

Definitions Adds detinition ot""i:xisting Transload Facilities"** 

Definitions Adds defin tion of "New Transload Facilities"* 

1(a) Adds Overhead Trackage Rights between Binne\ .let. and 
Roseville. C.A tor directional operations 

1(a) IX"ignates B> SF trackage rights between Flvas (Flvas 
Interchange) and Stockton. C.A as Overhead Trackage Rights* 

1(c). 3(c]). 4(c). 5(c) and 
6(e) 

C larities BNSF's access at "2-to 1" Points and on Trackage 
Rights Lines 

1(d). 3(h). 4(d). 5(d) and 
6(0 

Conforms language to corresponding preceding sections 

Ue) Provides certain rights to BNSF in the event L'P vacates its 
Sparks, NV intermodal facility 

Kg) Restates tralfic restiictions on "C'al-P" and Donner Pass lines 

- The amendments identified in this chart are in addition to those made by the First and 
Second Supplements to the original September 25, \995 BNSF Settlement Agreement. 

* BNSF and UP offer alternative proposals with respect to this issue. 

** UP does not agree that this new definition is required. 



Section(s) Change 

4(a) .".dds BNSF trackage rights to CPSF Flmendorf plant 

4(a) Adds BNSF trackage rights between Round Rock and McNei'. 
TX for interchange with CMTA operator 

4(b) Changes CM T.A operator interchange from ^Hgin to McNeil 

4(h) Provides for sale of yards in Brownsville and San .Antonio. TX 

5(a) Includes reference to Term Sheet Agreement 

5(a) Adds trackage rights to l \ m Arthur. TX and Harbor. LA 

5(b) Removes CMA Agreement restrictions on BNSl" access to l ake 
Charies area shippers 

5(g) DeLies provision conceming sale ot SP's line between Iowa 
Junction and .Avondaie to BNSF 

(nc) Adds language to implement l-ntergy build-in/build-out 
condition 

6',d) .Adds and deletes language to implement (i) BNST" right to 
interchange Lake Charles area traffic with KCS at Shreveport 
and Texarkana and (ii) T " n access condition 

7(e) Adds BNSF Oveili^ad Trackage Rights between Pacific and 
Labadie. MO 

8(i) Clarifies that the parties" intention is to preserve competition tor 
"2-to-r' customers and all other shippers who had direct 
compt .ition or comp:tiuon by means of siting, transload or 
buiid-in/build-oul pre-merger 

8(i) C arifies that BNSF has access to "2-to-l" Shipper I'aeilities. 
E<isting Transload Facilities and New Shipper Facilities at 
omnibus points 

8(k) Adds liNSF right to interchange with certam short-lines 
establishiiig a new post-merger interchanjie on a Trackage 
Rights Line 

8(1) .Add xpanded CMA .\greement build-in/build-out condition 



1 Section(s) Change 

8(0) .Adds language to pro\ ide that if UP detennines not lo renew a 
FiNSF-.served transload facilitv s iease, UP is required to renev\ 
the lease for the remaining term ofthe contract (up to 24 
months) between t-NSF and the facility 

8(p) Adds BNSF language to prov.de BNSF with right to purchase 
or lea.se unused team tracks at "2-to-l" points*** 

9(d) .Adds language incorporating dispatthini. protocols 

9(d) Adds Houston "clear route" language 

9(d) .Adds language providing for owner notification to tenant if a 
Joint Trackage line and or associated facility is to be sold or 
retired and pro\ iding that the sale be made subject to the 
Settlement Agreement 

9(g) Clarities that all referenced locations include areas within 
switching limits designated by taritT in effect on 9/25^95 

9(h) Adds latiguage specifically providing that tenant carrier has t'le 
right to build \ards and other facilities to support its trackage 
rights operations 

9(1) .Adds BNSF equal access to SP Gulf Coast STl facilities 

9(n) .Adds provision on directional operations 

UP does not agree that the new language is needed. 



PROPOSED RESTATED AND AMENDED BNSF SETTLEMENT AGREEMENT 



07/25/01 

RKSTA I l l) AND AMKNDF.D AGRKK.MKNT 

This Restated and Amended .Agreement ("Agreement") is entered into tnis day of 

July, 2001, between UNION PACIFIC RAILROAD COMPAN^ ( -UP"), a Delaware 

coiporation. and THF BURLINGTON NORTHFRN AND SANTA FE RAIL\\•A^• COMPANV 

("BNSF"), a DelawiTC corporation. 

WITNESSETH: 

WHERFAS. UP and BNSF entered into an a/ cement dated September 25, 1995, as 

amended by supplemental agreements dated Nc\ember 18. 191*5, and June 27, 1996 

(collectively, the "1995 .Agreement "), in connection with UP's acquisition of Southem Pacific 

Rail Corporation and its affiliates ("SP") in Finance Docket No. 32700. Union Pacific 

Corporation, Union Pacific Railroad^mTipany\^ imd_Missoi^^ Company -

Control and Merger - Southem Pacific Rail Corporation, Southern Pacific Transportation 

Co.npany. St. Louis Southwestem Railway Company. SPCSL Corp., and The Denver and Rio 

Grande Westem Railroad Company; 

W HERFAS, the Surface Transportation Board ("STB") approved the common control 

and merger of UP and SP in Decision No 44 in Tinancc Docket No. 32760 (served August 12, 

I99()) and in so doing imposed certain conditions on I P and SP. including, as modified by Ihc 

STB, the April 1", 199() settlement agreement among UP, BNSF and the Chemical 

Manufac urcrs Association (the "CMA Agreement"); 

WHERFAS, as a part of its cersight of the UP/SP merger in Finance Docket Nos. 

32760, 32760 (Sub-No. 21). and 32760 (Sub-No. 26). the STB has modified and cla.iflcd certain 

ofthe conditions it imposed in Decision No. 44; 



WHERE.AS, L'P and BNSF entered into a Tcmi Sheet .Agreement dated February 12, 

1998 (the "Temi Sheet Agreement"), pursuant to which L P and BNSF agreed to the joint 

ownership of the line of railroad betw een Dawes, TX and Avondale, L.A, which joint ownership 

was elYected by separate ag eement dated September 1. 2000 (the "TX-LA Line Sale 

Agreement") 

WHEREAS. UP and BNSF ha\e reached agreement with respect to the implementation 

of the conditions imposed by the STB on the UP SP merger, as modified and clarified, and 

certain other matters relating to their rights and obligations under the 1995 Agreement, the CMA 

Agreement, the Temi Sheet .Agreement and the TX-LA Line Sale Agreement; and 

WHEREAS. UP and BNSF now wish to amend and restate the 1995 Agreement to 

incorporate the conditions imposed b\ the STB on the UP SP merger (includins; the CMA 

.\greenient, as modified by the STB) and the agreements they have reached relating to th'̂ se 

conditions and other related matters. 

NOW, THEREFORE, the parties agree to amend and restate the 1995 Agreement as 

follows: 



DEFINITIONS 

For purposes of this Agreement, the following definitions and temis shall apply: 

Shipper Facilities shall mean all existing or new shipper or receiver facilities, including 

transload facilities as well as rail car storage and car service and repair facilities not owned, 

leased or operated by L'P. 

B.\SF and I P do not a^ree on the dejinitioit of "2-to-1" Points. 

BNSF Alternative: 

"2-to-l" Points shall mean all geographic locations that were commonly served b\ both 

UP and SP, whether \ia direct ser\ice or via reciprocal switching, joint facilit\ or other 

arrangements, and no other railroad when the 1995 Agreement was executed, regardless of how 

long before such date shippers or receixers at a geographic 1 --cation may ha\e shipped or 

received any traffic via UP or SP, or whether any shippers or receive s at a geographic location 

were open to or served by lioth UP and SP prior to September 25. 1995. Such points include, 

without limitation, the points listed in Section 8(i) of and on Exhibit A to this Agreement. Six-

digit Standard Point Location Codes ("SPLCs"), in efTect on September 25, 1995. shall be used 

to identify geographic locations that qualify as "2-to-l" Points, and such locations shall be 

deemed to include all areas w iihin the sw itching limits of the locations as described in Section 

9(g) ofthis Agreement. 

UP Alternative: 

"2-to-l" Points shall mean all geograpTic locations at vvhich at least one "2-to-r' Shipper 

Facility is located. Such points include, without limitation, the points listed in Section 8(1) of 

and on Fxhibit .A to this Agreement. The boundaries for such "2-to-1" Points shall be deemed to 

include all areas within the switching limits ofthe locations as described in Section 9(g) ofthis 

Agreement. 
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"2-10-1" Shipper Facilities shall mean all Shipper Facilities that were open to both UP 

and SP, whether via direct service or via reciprocal switching, joint facility or other 

arrangements, and no other railroad w hen the 1995 Agreement was executed, regardless of how 

long ago the shipper or receiver at that facility may have shipped or received, or wi ther the 

shipper or receiver at that facility ever shipped or received, any traffic via either UP or SP. The 

"2-to Point Identification Protocol" between th.e parties attached hereto as Exhibit E shall 

govem the process for identifying "2-to-l" Shipper Facilities open to BNSF as a result ofthe 

conditions imposed on the UP/SP merger. 

New Shipper Facilities shall mean: (i) existing Shipper Facilities constructing trackage 

for accessing rail service fbr the first time; and (ii) newly constructed rail-served Shipper 

Facilities, including New Transload Facilities. New Shipper Facilities shall also mean 

previously-served Shipper Facilities that begin to ship by rail again where (i) there has been a 

change of owner or lessee, and (ii) the use ofthe facilitv is actually different in nature and 

purpose from the facility's prior use (e.^., there has been a change in fhe type of products shipped 

from or received at the facility). New Shipper Facilities shall not include expansion of or 

additions to an existing rail-served Shipper Facility, but do include (I) Shipper Facilities which, 

on September 25, 1995, were being developed or for which land had been acquind for lhat 

purpose in contemplation of receiving rail service by both UP and SP. and (?) New Transload 

Facilities located afler September 11, 1996, including those owned or operated by BNSF. 

Trackage Rights Lines shall mean the lines ov er vvhich BNSF has been granted trackage 

rights pursuant to this Agreement, but shall not include any other lines over which UP/SP grants 

BNSF trackage rights ("Overhead T.ackage Rights") solely (i) to facilitate the parties' operation 

over Trackage Rights Lines, (ii) to pe.Tiiit BNSF's operation between a mutually-agreed upon 



BNSF junction point and points listed or described in Section 8(i) of this Agreement, or (iii) to 

pemiit BNSF's operation between a mutually-agreed upon BNSF junction point and a build-

in/build-out line pursuant to Sections 4(a), 6(c) and 8(1) ofthis Agreement. The mutually-agreed 

upon junction point will be selected vvith the objective of minimizing the operating 

inconvenience to UP, consistent with ensuring that BNSF can provide conipetitire service. 

BNSF acknowledges that it shall not have the right to serve any existing or New Shipper Facility 

on a line over which BNSF has been granted Overhead Trackage Rights unless such right is 

specified in this Agreement or in any agreement implementing the Overhead Trackage Rights or 

unless BNSF has the right to serv e a build-in build-out line on such Overhead Trackage Rights 

line pursuant lo the CMA Agreement or the conditions imposed on the UP SP merger. .All 

Overhead Trackage Rights Lines, as of the date ofthe execution hereof are listed in Exhibit F to 

this Ag tciiienl, vvhich exhibit may be amended and replaced from time to time by a new exhibit 

signed and dated bv the parties. New Shipper Facilities shall be deemed to be ''on" a Trackage 

Rights Line i f the facility is either (1) adjacent to a Trackage Rights Line or (2) adjacent to a 

spur, an industrial Irack, or a yard that is itself served by such Trackage Righis Line. New 

Shipper Facilities are not "on" a Trackage Rights Lme if they can be accessed only via a 49 

U.S.C. 10901 "line ol railroad" vvhich is not a Trackagi. Righis Line. 

BNSF and VP do not agree on whether a definition of E.xistinfi Transload Facilities is 
necessary. B.XSF believes that such definition /v necessary while I P helievrs otherwise. 

BNSF Alternative: 

Existing Transload Facilities shall mean a Shipper Facility, other lhan aulomolive or 

intermodal facilities or team tiacks in existence on September 25. 1995 (i) that provides services 

to a single shipper/receiver or lo the general shipping public on a for-hire basis to ship or receive 

freight, including, but not limited to, facilities of commonly recognized translc>ad service 



providers, (ii) where freight is transferred from one railcar to another or from one mode to 

another (short tenn incidental storage may also occur), (iii) leased, owned or continuously 

operated by the same transload operator for at least twelve (12) months, (iv) on which 

improvements have been constructed that pennit its use as a transload operation, and (v) which 

incurs operating costs above and beyond the costs that would be incurred in pro\ iding direct rail 

service. 

BISSF and I P do not agree on the definition of New Transload Facilities. 

BNSF .Alternative: 

New Transload Facilities shall mean a Shipper Facility other than automotive or 

intermodal facilities or team tracks (i) that provides services to a single shipper/receiver, or to the 

general shipping public on a for-hire basis, to ship or receiv e freight, including, but not linuted 

to. facilities of commonly recognized transload sen'ice providers, (ii) where freight is transferred 

from one railcar lo another or from one mode to another (short t^mi incidental storage may also 

occur), (iii) that requires the construction of improvements to provide transloading services, and 

(iv) vvhich incurs operating costs above and bevond the costs that vould be incur.ed in providing 

direct rail service. By way of example, BNSF vvould not be able to construct a '-ick transload 

facility adjacent to an exclusively served coal mine and then truck he coal a short distance (e.g., 

100 feet) from the mine to the facility. 

UP Alternative: 

New Transload Facilities shall mean a Shipper Facility, other than automotive or 

intennodal facilities or team tracks (i) lhat requires the construction cf imp ovenients to provide 

transloading services, including, but not limited to, facilities of commonly recognized transload 

service providers. (li) where freight is transferred from one railcar to another or from one mode 



to another (short tcmi incidental storage may also occur), (iii) the operator of vvhich has no 

ownership of the product being transloaded, and (iv) vvhich incurs operating costs above and 

beyond the costs that vvould be incurred in providing direct rail service. By way of example, 

BNS would not be able lo construct a truck transload facility adjacent to an exclusively served 

coal mine and then tmck the coal a short distance (e^.. 100 feet) from the mine to the facility. 

1 • Western Trackage Rights 

(a) UP/SP shall grant lo BNSF trackage righis on the following lines: 

SP's line between Denver, CO and Salt Lake City, UT; 

UP's line between Salt Lake City and Ogden, UT; 

SP's line between Ogden and Little Mountain, UT; 

UP's lino between Salt Lake City and Alazon. NV; 

UP's and SP's lines between Alazon and Weso, NV; 

SP's line between Weso. and Oakland. C.A via SP's line between 

Sacramento, CA and Oakland referred to as the "Cal-P" (subject to traffic 

restrictions as set forth in Section 1(g)): 

• Overhead Trackage Rights on SP's line between Binney Junction, CA and 

Roseville, CA in Ihe vicinity of SP MP 106.6; 

B.\SF and LP do not affree as to whether BA'S F's trackage rights over SP's line between 
Elvas (tlvas Interlocking) and Stockton, CA should he Overhead Trackafie Rifjlits. 

BNSF Alternative: 

• SP's line between Elvas (Elvas Interiocking) and Stockton, CA (subject to 

traffic restrictions as set forth in Section 1(g) and also excluding any trains 

moving over the line between Bieber and Keddie, CA purchased by BNSF 

pursuant to Section 2(a) of this Agreement); 



L'P Alternative: 

• Overliead Trackage Rights on SP's line between Elvas (Elvas 

Interiocking) and Stockton, C.A (subject to traffic restnctions as set forth 

in Section 1(g) and also excluding any trains moving over the line between 

Bieber and Keddie, CA purchased by BNSF pursuant to Section 1(a) of 

this Agreement); 

• UP's line between Weso and Stockton, CA; and 

• SP's line h n̂ Oakland and San Jose, C.A. 

(b) The tra'-kage rights granted under this section shall be bridge rights for the 

movement of overhe id traffic onlv. except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-to-l" Shipper Facilities and Existing Transload 

Facilities at points listed on Exhibit .A lo this .Agreement, (ii) any New Shipper Facilities located 

subsequent to UP's acquisition of control of SP at points listed on Exhibit A to this .Agreement, 

and (iii) any New Shipper Facilities located subsequent to UP's acquisition of control of S? on 

the Trackage Rights Lines; |L'P Alternative if BNSF's trackag" rights between Elvas (Elvas 

Interlocking) and Stockton. ( A are Overhead Trackage Rights: PRO\ IDFD, 

HOW EV ER, that BNSF shall have the right to serve W illamette Industries at Elk Grove, 

CA and Southdown C ement at Polk, C.A.| BNSF shall also have the right lo establish and 

exclusively serve inteniodal and auto facilities at points listed on Exhibit A to this Agreement 

and at points identified or described in Section 8(i) ofthis Agreement. BNSF shall also receive 

the nght to interchange vvith: the BHP Nevada Railroad Compi;ny at Shatl'T. NV; the Utah 

Railway Company at Utah Railway Junction, UT; Grand Junction. CO; and Provo, UT; the Utah 

Central Railway Company at Ogden; the Salt Lake, Garfield and Westem at Salt Lake City; and 
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Ihe Salt Lake City Southem Railroad Company at Salt I ake City. BNSF shall also receive the 

right to utilize in common with UP/SP, for nomial and customary charges, SP's soda ash 

Transload Facilities in Ogden and Salt Lake City. BNSF shall also have the right to access any 

shipper-owned soda ash Transload Facilities in Ogden and Salt Lake City and to establish its 

own soda ash New Transload Facilities along the Trackage Rights Lines. BNSF shall have the 

same access as UP to all "2-to-l" Shipper Facilities and "2-10-1" Points between Salt Lake City, 

UT, and SP MP 755.1 north of Woods Cross, UT. 

(c) Access to Shipper Facilities a points listed on Exhibit A to this Agreement open 

to BNSF shall be direct or through reciprocal switch, or. vv ith UP SP's prior agreement, through a 

third party contractor. Access to New Shipper Facilities open to BNSF on the Trackage Rights 

Lines shall be (i) direct; (ii) vvith UP/SP's prior agreement, through haulage for Ihe shortest 

period of lime necessary to allow BNSF to establish its own ('irect operating access after 

initiating serv ice to a New Shipper Facility, but nol lo exceed the later lo occur of 90 days or the 

date upon vvhich LJP completes the construction of anu accepts for service any connections, 

sidings or other support facilities to be paid for by BNSF that UP is then obligated to constmct 

pursuant to this Agreement or the trackage rights agreements executed pursuant to Section 9(t^ of 

this Agreement; (iii) with UP/SP s prior agreement, reciprocal switching where, at the time 

BNSF service is to commence, UP/SP already provides reciprocal svvitching on the fKJrtion of the 

Trackage Rights Line upon which the tumout to the facility is to be located; or (iv) with UP/SP's 

prior agreement, the use of a third party contractor; PROVIDED. HOWEVER, that it shall be 

UP/SP's sole decision vvhether BNSF's service will be provided by either haulage or reciprocal 

switching; and PROVIDED. FURTHER, that in no case shall UP/SP be required to initiate any 

new local service or increase its level of service to accommodate the level of service proposed by 



BNSF. New Shipper Facilities open to BNSF under this Agreement shall be open to both VP/SP 

and BNSF, subject to the temis of Sectiow 9(c)(v) ofthis .Agreement. The geographic limits 

within which (x) New Shipper Facilities shall be open to BNSF service at points listed on Exhibit 

A to this Agreement and (y) BNSF shall have the nght to establish and exclusively serve 

intemiodal and auto facilities at points listed in Section 8ii) of and on Exhibit A to this 

Agreement shall generally correspond to the territory within which, prior to the merger of UP 

and SP, a new shipper or receiver could have constructed a facility that vvould have been open to 

service by both UP and SP either directlv or through reciprocal switch. Where switching 

districts have been established, such distncts (as descnbed in Seclion 9(g)) shall he presumed to 

establish these geographic limitations. 

(d) Al least forty-five (45) days before initiating service to (i) a Shipper Facility open 

to BNSF It a point listed or described on Exhibit A to or in Section 8(i) of this Agreement, or (ii) 

any New Shipper Facility on a Trackage Rights Luic, BNSF shall notify UP of its election, 

subject to Section 1(c) above, of the manner by vvhich it proposes such service be provided and 

the specifics of its operating plan over UP/SP trackage. Within thirty (30) days of its receipt of 

BNSF's proposed operating plan. UP shall notify BNSF of its approval or disapproval of 

BNSF's plan. UP's approval of such plan shall nol be unreasonably withheld. In the event UP 

disapproves of BNSF's proposed plan. UP shall provide an explanaiion in writing to BNSF of its 

reasons for disapproval, and UP shall propose an a'temative operating plan that vvould be 

acceptable to UP and also be no more onerous than the operating plan that UP vvould establish 

for service provided by UP. If UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in writing and shall be no more onerous than LiP 

vvould establish for service provided by UP. BNSF shall have the right, upon one hundred eighty 
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(180) days' pnor written notice to UP SP, to change its election; PRO\ IDED, HOWEVER, that 

BNSF shall not change any such election more often than once every five (5) years. BNSF shall 

reimburse UP SP for any costs incurred by UP/SP in connect, vviih any changed election. 

(e) For Reno area intemiodal traffic, BNSF may use SP's intermodal ramp at Sparks, 

NV with UP'SP providing intennodal temiinal services to BNSF for nomial and customary 

charges. If expansion of SP's Sparks intemiodal facility is required to accommodate the 

combined needs of UP/S" ami BNSF, then the parties shall share in the cost of such expansion 

on a pro rata basis allocated on the basis of the relative number of lifts for each party in the 12-

month period preceding the date construction begins. If for any reason UP SP vacates its Sparks 

intemiodal facility, BNSF (i) may vacate Ihc facilitv and independently establish one of its own, 

or (ii) shall be pemiillcd by UP SP to continue to occupy the Sparks facility upon entry into an 

agreement with L!P SP containing nomial and customary tenns and conditions (including, 

without limitation, rental) for the use of similar facilities. If UP elects to offer the Sparks 

intemiodal ramp property for sale to a third party and/or receives an offer UP is willing to accept, 

UP wili offer to sell the property to BNSF on the san.e tenns and conditions as are applicable to 

the Ihird party. BNSF shall have thirty (30) days in which to advise UP whether or not il will 

buy the property on those tenns. In the event BNSF declines buy tiie property on those temis 

or fails lo advise UP of its intentions within thirty (30) days, BNSF's nght of first refusal will be 

extinguished, and UP may sell the property to the third party. BNST vvi'l ihen be required lo 

vacate the property witiiin six (6) months, and UP's obligation to fumish BNSF vvith intemiodal 

tenninal services and access to a UP intermodal facility i:i the Sparks/Reno area will be 

extinguished. 
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(f) Except as othervv isc herein provided, the trackage nghts and access rights granted 

pursuant to this section shall be for rai' traffic of all kinds, carload and intemiodal, for all 

commodities. 

(g) BNSF mav operate only the tbilowing trains on SP's "Cal-P" line between 

Sacramento and Oakland: (i) intemiodal and automotive trains composed of over ninety percent 

(90%) multi-level automobile eq'iipmenl and/or fiat cars carrying trailers and containers in single 

or double stack configuration and (ii) one overhead through manifest train of carioad business 

per day in each direction. These BNSF manifest trains may be either 1-5 Comuor or ''"entral 

Corridor trains. On the Donner Pass line between Sacramento and Weso, BNSF may operate 

only intermodal and automotive trains as descnbed in clause (i) and one overhead through 

manifest train of carload business per day in each direction. The manifest trains must be 

equipped with adequate motive power to achieve the same horsepower per trailing ton as 

comparable UP SP manifest trains. BNSF may use helpers on these trains only if comparable 

UP/SP manifest trains use helpers; BNSF must provide the helper service. The restrictions set 

forth in this section do not apply to local trains sorving Shipper Facilities to vvhich BNSF has 

access on the identified lines, and such trains shall not be considered in detemiining wholhei 

BNSF is in compliance with such restrictions. If UP grants its prior concurrence, BNSF's 

overhead through manifest trains shall be allowed to set out and pick up traffic to or from 

intemiediate points on the identified lines. 

(h) At BNSF's request, UP/SP shall provide train and engine crews and required 

support personnel and serv ices in accordance with UP SP's operating practices necessary to 

handle BNSF trains moving between Salt Lake City ana Oakland. UP/SP shall be reimbursed 

for providing such employees on a cost plus reasonable additives basis and for any incremental 
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cost associated vvith providing employees such as lodging or crew transportation expense. BNSF 

must also give UP/SP reasonable advance notice of its need for employees in order to allow 

UP/SP lime to have adequate trained crews av;<ilable. All UP SP eniplovees engaged in or 

connected vvith the operation of BNSF s trains shall, solely for purposes of standard joint facility 

liability, be deenied to be "sole emplov ees" of BNSF. If fiP/SP adds to its labor force to comply 

vvith a request or requesis from BNSF to provide employees, then BNSF shall be responsible for 

any labor proteciion, guarantees or reserve board payments for such incremental employees 

resulting from any change in BNSF operations or traffic levels. 

(i) UP SP agree that their affiliate Central California Traction Company shall be 

managed and operated so as to provide BNSF non-discriminatory access to industries on its line 

on the same and no less favorable basis as prov ided liP and SP. 

(j) If BNSF desires to operate domestic high cube double stacks over Donner Pass, 

then BNST shall be responsible to pa> Tor the cost of achiev ing required clearances. UP'SP .shall 

pay BNSF one-half of the original cost of any such work funded by BNSF (including per annum 

interest thereon calculated in accordance with seclion 9(c)(v) of this Agreement) i f L'F^SP 

subsequently decides to begin moving domestic high cube double stacks over this loiite. If 

UP/SP initiates and funds the clea.'-ance program, then BNSF shall pay one half of the onginal 

cost (including per annum interest thereon calculal:xi in accordance with section 9(c)(v) of this 

Agreement) at such time as BNSF begins to use the line for domestic high cube double stacks. 

(k) BNSF agrees to waive its right under Section 9 of the Agreement dated April 13, 

1995, and agreements implementing that agreement to renegotiate certain compensation temis ot 

such agreement in the event ofa r^erger, consolidation or common control of SP by UP. BNSF 
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also agrees to waive anv restrictions o.i assimiment in the 1990 BN-SP aureenient coverin" 

trackage rights betw een Kansas City and Chicago. 

2. 1-5 Corridor 

(a) UP/SP shall sell to BNSF UP's line between Bieber and Keddie, C.A. 'L P SP shall 

retain the nght to use the portion ofthis line between MP 0 and MP 2 for the purpose of tuming 

equipment UP SP shall pay BNSF a nomial and cu5tomar> trackage rights charge for this nght. 

(b) BNSF shall grant UP SP ov erhead trackage nghts on BN's line between Cheniult 

and Bend, OR for rail traffic of all kinds, carload and intemiodal, for all commodities. 

(c) The parties will , under the procedures establishei in Section 9(f) of this 

Agreement, establish a proportional rate agreement incorporating the terms of the "Temi Sheet 

tor UP/SP-BNSF Proportional Rate Agreement Covering 1-5 Corridor" atiached hereto as 

Exhibit B. 

3. Southern California Access 

(a) UP SP shall grant access to BNSF to serve all "2-10-1" Shipper Facilities in 

Southem California at the points listed on Exhibit .A to this Agreement. 

(b) UP/SP shall grant to BNSF trackage rights on the following lines: 

» UP's line between Riverside and Ontano, CA; and 

• UP's line between Basta, CA and Fullerton and La Habra, CA. 

(c) The trackage nghts granted under this section shall be bridge nghts for the 

movement of overhead traffic only, except for Ihe local access specified herein. BNSF shal! 

receive access on such line . ly to (i) "2-10-1" Shipper Facilifies and Existing Transload 

Facilities at points listed on Exhibit A to this Agreement, (ii) any Nev/ Shipper Facility located 

subsequent to VP 3 acquisition of control of SP at points listed on Exhibit A to this Agreement, 

and (lii) any New Shipper Facility located subsequent to UP's acquisition of control of SP on the 

14 



Trackage Rights Lines. BNSF shall also have the right to establish and exclusively serve 

intemiodal and auto facilities al points listed on Exhibit A to this Agreement and at points 

identified or described in Section 8(i) of t l is .Agreement. 

(d) Access to Shipper Facilities at points listed on Exhibit A to this Agreement open 

to BNSF shall be direct or Ihrough reciprocal switch, or, vvith UP'SP's prior agreement, through a 

third party contractor. Access to New Shipper Facilities ope:i to BNSF on the Trackage Rights 

Lines shall be (i) direct; (ii) with UP'SP's prior agreement, through haulage for the shortest 

period of time necessaiy to allow BNSF to establish its own direct operating access after 

initiating serv ice to a New Shipper Facility, but not to exr \\ the later to occur of 90 days or the 

date upon vvhich UP completes the construction of and accepts for service any connections, 

sidings or other support facilities to be paid for by BNSF lhat UP is then obligated to construct 

pursuant 'his Agreement or the trackage rights agreements executed pursuant to Section 9(0 of 

this Agreement; (lii) vvith UP/SP's prior agreement, reciprocal switching where, at the time 

BNSF service is to commence, UP SP already provides reciprocal switching on the portion ofthe 

Trackage Rights Line upon vvhich the turnout to the facility is to be located; or (iv) vvith UP SP's 

prior agreement the use ofa third party contractor; PROVIDED. HOWEVER, that it shall be 

UP/SP's sole decision whether BNSF's service will be provided by either haulage or reciprocal 

svvitching; and PROVIDED, FURTHER, that in no case shall UP/SP be required to initiate any 

new local service or increase its level of service to accommodate the level of serv ice proposed by 

BNSF. New Shipper Facilities open to BNSF under this .Agreement shall be open to both LIP/SP 

and BNSF, subject lo the tenns of Section 9(c)(v) of this Agreement. The geographic limits 

within which (x) New Shipper Facilities shall be open to BNSF sen ice at points listed on Exhibit 

A to this Agreement and (y) BNSF shall have the !ght to establish and exclusively serve 
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intemiodal and auto facilities at points listed in Section 8(i) of and on Fxhibit A to this 

Agreement shall generally correspond to the temtory within vvhich, pnor lo the merger of UP 

• :nd SP. a new shipper or receiver could have constmcted a facility that would have been open to 

service by both UP and SP either directly or through reciprocal switch. Where svvitching 

districts hav e been established, such districts (as described in Section 9(g)) shall be presumed to 

Cbtablish these geographic limitations. 

(e) BNSF shall grant UP SP overhead trackage rights on Santa Fe's line between 

'ow (including both legs ofthe wye) and .Mojave, CA. 

(f) Except as otherwise provided herein, the trackage rights and access righis granted 

pursuant lo this seclion shall be for rail traffic of al! kinds, carioad and intennodal. for all 

commodities. 

(g) UP SP shall work vvith BNSF to facilitate access by BNSF to the Ports of Los 

Angeles and Long Beach. CA. Other than as legally precluded, UP/SP shall (a) extend the term 

ofthe present agreement dated November 21, 19S1, to continue until completion of Alameda 

Corridor, (b) amend that agreement to apply to all carload and intemiodal traffic, and (c) grant 

BNSF the right to invoke such agreement to provide loop service utilizing UP's a. d Santa Fe's 

lines to the Ports at BNSF's option to allow for additional operating capacity. UP SP's 

commitment is subject to available capacity. .Any incremental capacity related projects 

necessary to accommodate BNSF traffic shall be the sole responsibility of BNSF. 

(h) At least forty-five (45) days before initiating service to (i) a Shipper Facility open 

to BNSF at a point listed or described on Exhibit A to or in Section 8(i) ofthis Agieement, or (ii) 

any New Shipper Facility on a Trackage Rights Line, BNSF shall notify UP of its election, 

subject to Section 3(d) above, of the manner by w hich it proposes such service be provided and 
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the specifics of its operating plan ov er UP SP trackage. Within thirty (30) days of its receipt of 

BNSF's proposed operating plan, UP shall notify BNSF of Us approval or disapproval of 

BNSF's plan. UP's approv al of such plan shall not be unreasonably withheld. In the event UP 

disapproves of BNSF's proposed plan, UP shall provide an explanation in writing to BNSF of its 

reasons for disapproval, and UP shall propose an altemative operating plan that would be 

acceptable to UP and also be no more onerous than the operating plan that UP vvould establish 

for service provided by UP. If I P approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in writing and shall be no more onerous than UP 

vvould establish for service provided by UP BNSF shall have tho right, upon one hundred eighty 

(180) days' pnor wntten notice to UP/SP, lo change its election, PROVIDED, HOWEVER, that 

BNSF shall not change any such election more often than once everv five (>) years. BNSF shall 

reimburse UP/SF for anv cosls incurred by UP/SP in connection wiih any cha iged tl-̂ ction. 

4- South Texas Trackage Rights and Purchase 

(a) UP/SP shall grant to BNSF trackage rights on the following lines: 

• UP s line between Ajax and San .Antonio, TX; 

• UP's line between Houston (Algoa) and Brownsville, TX (vvith parity and 

equal access to the Mexican border crossing at Brownsville); 

• UP's line between Odem and Corpus Christi, TX; 

• UP's line between Ajax and Sealy, T.\; 

• SP's line between San Antonio and Fagle Pass, TX (with parity and equal 

access to the Mexican border crossing at Eagle Pass); 

• UP's line between Craig Junction and SP Junction, TX (Tower 112) via 

Track No. 2 through Fratt, TX; 
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• SP's line between SP Junction (Tow er 112) and Elmendorf TX; 

• Ov erhead Trackage Rights on SP's Port Lavaca Branch, between Placedo 

and Port Lavaca, TX, for the purpose of reaching a point of build-in/F»uild-

oui to from Union Carbide Corporation's ("UCC") facility al North 

Seadrifi. TX. UP/SP shall pemvt BN/Santa Fe or UCC to constrtict and 

connect to the Port Lavaca Branch, at their expense, a build-in/build-out 

line. BN/Santa Fe or LCC shall have the right to purchase for net 

liquidation value all or any part of the Port Lavaca Branch that UP/SP may 

abandon; 

• UP'5 line between Kerr (connection to Georgetown RR) and Taylor, TX; 

• Overhead Trackage Rights on I P's line between Round Rock and 

McNeil. TX for the purpose of interchanging vvith the Capital Metio 

Transit .Authority, its successors or agent; 

• UP's line between Temple and Waco, TX; 

• UP's line between Temple and Taylor, TX; 

• UP's line between Taylor and Sniithville,TX; and 

• SP's line between El Paso and Sierra Blanca, TX. 

(b) The trackage rights granted under this section shall be bridge rights for the 

movement of overhead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-10-1" Shipper Facilities and Existing Transload 

Facilities al points listed on Exhibit A to this Agreement and the Elmendorf facilities of the City 

Public Service Board of San Antonio. TX ("CPSB"). (li) any New Shipper Facility located 

subsequent to UP's acquisition of control of SP at points listed on Exhibit A to this Agreement, 
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and (iii) any New Shipper Facility located subsequent to LIP's acquisition of control of SP on the 

Trackage Rights Lines. BNSF shall also have the nght to establish and exclusively serve 

intennodal and auto lacilities at points listed on Exhibit .A to this Agreement and at points 

identified or described in Section 8(i) ofthis Agreement. BNSF shall also have the right to 

interchange with: the Texas Mexican Railway Company at Corpus Christi and Robstown, TX; 

the Georgetown Railroad at Kerr; Transportacion Ferroviaria Mexicana ("TFM") at Brownsville 

(Matainoros. Mexico); Ferrocarril Mexicano ("FXE") at Fagle Pass; and the operator of SP's 

fonner line between Giddings and Llano at McNeil, T.X. BNSF's access and interchange rights 

at Corpus Christi and Brownsville shall be at least as favorable as SP had on September 25, 

1995. BNSF shall have direct access to the Port of Brow nsville, the Brow nsville and Rio Grande 

Intemational Railroad, and the TFM. UP will designate a yard in Brownsville for sale to BNSF 

at such time as BNSF es'ablishes its own tiackage rights operations into Brownsville and at such 

time as the connection between UP and SP as a par; ofthc Brownsville relocation project is 

completed. In the ev ent UP SP detemiines lo cease operations in ihe SP East \ ard al San 

Antonio, T.\, UP'SP will give first consideration to BNSF for taking over operation ofthe East 

Yard pursuant to a mutually-agreeable anangement. 

(c) Access to Shipper Facilities at points listed on Exhibit A lo Ihis Agreement open 

to BNSF shall be direct or through reciprocal sw itch, or, vvith UP/SP's prior agreement, through a 

third party contractor. Access to New Shipper Facilities open to BNSF on the Trackage Rights 

Lines shall be (i) direct; (ii) vvith UP'SP's prior agreement, through haulage for the shortest 

period of time necessary to allow BNSF to establish its own direct operating access after 

initiating service to a New Shipper Facility, but not to exceed the later to occur of 90 days or the 

date upon vvhich UP completes the construction of and accepts for service any connections, 
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sidings or other support facilities to be paid for by BNSF that UP is then obligated to constmct 

pursuant to this Agreement or the trackage rights agreements executed pursuant to Section 9(0 of 

this Agreement; (iii) with ''P SP's pnor agreement, reciprocal svvitching where, at the time 

BNSF service is to commence, UP/SP already provides reciprocal svvitching on the portion ofthe 

Trackage Rights Line upon which the tumout to the facility is to be located; or (iv) vvith UP/SP's 

prior agreement, the use o fa third party contractor; PROVIDED, HOWEVER, that it shall be 

UP/SP's sole decision vvhether BNSF's serv ice will be provided by either haulage or reciprocal 

switching; and PROVIDED, FURTHER, that in no case shall UP SP be required to initiate any 

new local service or increa.se its level of serv ice to accommodate the level of service proposed by 

BNSF. New Shipper Facilities open to BNSF under this Agreement shall be open lo both UP SP 

and BNSF. subject to Section 9(c)(v) ofthis Agreement. The geographic limits within vvhich (x) 

New Shipper Facilities shall be open to BNSF service at points listed on Exhibit A to this 

Agreement and (y) BNSF shall have the right lo establish and exclusively serve inlemioda! and 

auto facilities at points listed in Seclion 8(i) of anti on Exhibit A to this Agreement shall 

generally correspond lo the territory within which, prior to the merger of UP and SP, a new 

shipper or receiver could have constructed a facility that vvould have been open to service by 

both UP and SP either directly or ihrough reciprocal switch. Where svvitching districts hav e been 

established, such districts (as described in Section 9(g)) shall be presumed to establish these 

geographic limitations. 

(d) At least forty-five (45) days before initiating service to (i) a Shipper Facility open 

to BNSF al a point listed or described on Exhibit A to or in Section 8(i) ofthis Agreement, or (ii) 

any New Shipper Facility on a " -̂"ckage Rights Line, BNSF shall notify UP of its election, 

subject to Section 4(c) above, of thi., manner by which it proposes such service be provided and 
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the specifics of its operating plan ov er L^P'SP trackage. Wiihin thirty (30) days of its receipt of 

BNSF's proposed operating plan, UP shall notifv BNSF of its approval or disapproval of 

BNSF's plan. UP's approval of such plan shall not be unreasonably withheld. In the event UP 

disapproves of BNSF's proposed plan, UP shall provide an explanation in w riting to BNSF of its 

reasons for disapproval, and LIP shall propose an altemative operating plan that vvould be 

acceptabie lo UP and also be no more onerous than tne operating plan that UP would establish 

for service provided by UP. If UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shal! be set forth in writing and shall be no more onerous lhan UP 

vvould establish for service proviaed by UP. BNSF shall have the right, upon one hundred eighty 

(180) days' prior wntten notice to UP/SP, to change its election: PROVIDED, HOWEVHR, that 

BNSF shall not change any such election more often lhan once every five (5) years. BNSF shall 

reimburse UP/SP for any costs incuned by UP/SP in connection vvith any changed election. 

(e) Except as otherwise provided herein. Ihe trackage nghts and access nghts granted 

pursuant to this section shall be for rail traffic of all kinds, carload and intemiodal, for all 

commodities. 

i f ) In lieu of BNSF's conducting actual trackage righis operations between Houston, 

Corpus Chnsti, Harlingen and Brownsville, TX (including TFM interchange), UP/SP agrees, 

upon request by BNSF. to handle BNSF's business on a haulage basis for the fee called for by 

Section 8(ni) ofthis Agreement. UP/SP shall accept, handle, switch and deliver traffic moving 

under haulage without any discrimination in promptness, quality of service, or efficiency in favor 

of comparable traffic moving in UPSP's account. 

(g) UP/SP shall sell to BNSF UP's line between Dallas and Waxahachie, TX with ('P 

retaining trackage nghts to exclusively serve local industries on the Dallas-Waxahachie line. 
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(h) Upon the effectiveness of the trackage rights to Fagle Pass under this section, 

BNSF's right to obtain haulage services from UP/SP to and from Eagle Pass pursuant to the 

agreement between BNSF ant.' SP dated .April 13, 1995 and subsequent haulage agreement 

between those parties shall no longer appiv. provided BNSF shall continue lo have the right to 

use trackage at or near Eagle Pass as specified in that agreement for use in connection vvith 

trackage rights under this Agreement. 

5. Eastern Texas - Louisiana Trackage Rights and Purchase 

(a) UP SP shall grant to BNSF trackage rights on the following lines: 

• SP's line between Houston and Iowa Junction in Louisiana, which 

trackage rights have been amended b\ the Temi Sheet Agreement and the 

T.X-LA Line Sale .Agreement implementing UF's and BNSF's joint 

ownership of SP's line between Daw es, TX and Avondale, LA; 

• SP's line between Beaumont and Port. Arthur, T.X; 

• SP's line between Dayton and Baytown and East Baytown, TX; 

• SP's Channelvievv Spur .vhich connects to the SP's line between Houston 

and lowa Junction near Sheldon, T.X for the purpose, inter alia, of 

reaching a point of build-in/build-oul to/from the facilities of Lyondell 

Petrochemical Company and Arco Chemical Company at Channelvievv, 

TX. UP/SP shall pemiit BN/Santa Fe or one or both shippers to construct 

and connect to SP's Channelview Spur, at their expense, a build-inliuild-

oul line. BN/Santa Fe or the shippers shall have the right lo purchase for 

net liquidation value all or any part of the Channelview Spur that UP/SP 

may abandon; 
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• SP's line between Mallard Junction and Harbor, LA; 

• SP's line near Avondale (SP MP 14.94 and West Bndge Junction (SP MP 

9.97); 

• UP's Main Line No. 1 from UP MP 14.29 to MP 14.11 including 

crossover to SP's main line and UP's MP 10.38 to MP 10.2- and 

• UP's line between West Bridge Junction (UP MP 10.2) and U.'̂ 's 

Westwego, LA intemiodal facility (approximately UP MP 9.2). 

(b) The trackage rights granted under this seclion shall be bridge nghts fbr the 

movement of overhead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-to-I" Shipper Facilities and Existing Transload 

Facilities at points listed on Exhibit A to this Agrt^einent. (ii) any New Shipper Facility located 

subsequent to UP's acquisition of control of SP at points listed on Exhibit A lo this Agreement, 

and (iii) any New Shipper Facility located subsequent to UP's acquisition of control of SP on the 

Trackage Rights Lines. BNSF shall also have the right to establish and exclusively serve 

intemiodal and auto facilities at points listed on Fxhibit A to this .Agreement and at points 

identified or described in Section 8(i) of this Agreement. BNSF shall also have the right to 

handle traffic of shippers open lo all of UP. SP and KCS at Lake Charles. Rose BlufTai d West 

Lake, LA, and traffic of shippers open to SP and KCS at West Lake Charies. BNSF shall also 

have the nght lo interchange vvith: Ihe Acadiaiia Railway Company al Crowley, L.A; and the 

Louisiana & Delta Railroad. Inc. al Lafayette, Raceland and Schreiver, LA. BNSF shall also 

have the right lo interchange with and have access over the New Orleans Public Bel Railmad at 

West Bridge Junction, LA. 
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(c) Access to Shipper Facilities at points listed on Exhibit A to this Agreement open 

to BNSF shall be direct or through reciprocal switch, or, with L'P/SP's prior agreement, through a 

third party contractor. Access to New Shippci Facilities open to BNSF on the Trackage Righis 

Lines shall be (i) direct; (ii) wiiii I P SP's prior agreement, through haulage for the shortest 

period of time necessary to allow BNSF to establish its own direct operating access after 

initiating service to a New Shipncr Facility, but not lo exceed tlie later to occur of 90 days or the 

date upon vvhich LiP completes the construction of and accepts for service any connections, 

sid '.'s or other support facilities to be paid for by BNSF that UP is then obligated to construct 

pursuant to this .Agreement or the trackage ng!ils agieemenis executed pursuant to Seclion 9( f̂  of 

this Agreement; (iii) vvith UP/SP's prior agreement reciprocal switching where, at the lime BNSF 

service is lo commence, UP/SP already provides reciprocal switching on the portion of the 

Trackage Rigliis Line upon which the tumout to tl.c facility is to be located; or (iv) with UP SP's 

prior agreement, the use o f a third partv contractor; PROVIT^FD, TIOWEVER, lhal it shall be 

UP/SP's sole decision vvhether BNSF's service will be provided by either haulage or reciprocal 

switching; and PROVIDED, FURTHER, that in no case shall UP/SP be required to initiate any 

new local service or increase its level of service to accommodate the level of service proposed by 

BNSF. New Shipper Facilities open to BNSF under this Agreement shall be open to both L P SP 

and BNSF, subject to Ihe temis of Section 9(c)(v) ofthis Agreement. The geographic limits 

within vvhich (x) New Shipper Facilities shall be open to BNSF "service al points listed on Exhibit 

A to this Agreement and (y) BNSF shall have the right to esl.ibh..h and exclusively serve 

intennodal and auto facilities at points listed in Sectijn 8(i) of and on Exhibit A to this 

Agreement shall generally correspont' to the territory within which, prior to the merger of UP 

and SP, a new sliipper or receiver could have constructed a facility that would have been t pen to 
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service bv both I P and SP either directiv or throu';li reciprocal switch. Where switching 

districts have been established, such districts (as described in Section 9(g)) shall be presumed to 

establish these geographic limitations. 

(d) .At least torty-five (45) days before initiating service to (i) a Shipper Facility open 

to BNSF al a point listed or described on Exhibit A lo or in Section 8(i) ofthis Agreement, or (ii) 

any New Shipper Facility on a Trackage Righis Line, BNSF shall iioti'y' L'P of its election 

subject lo Section 5(c) above, ofthe manner by vvhich it proposes such service be provided and 

the specifics of its operating plan over L'P'SP trackage. Wiihin thirty (30) days of its receipt of 

BNSF's proposed operaiing plan. UP shall notify BNSF of its approval or disapproval of 

BNSF's plan. UP's approv al of such plan shall not be unreasonably withheld. In the event LIP 

disapprov es of BNSF's proposed plan. LiP shall provide an explanation in wnting to BNSF of its 

reasons for disapproval, and L P shall propose an altemative operating plan that vvould be 

acceptable to UP and also be no more onerous than the operating plan that L'P vvould estanlish 

for service provided by UP. If L'P approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in \vriting and shall be no more onerous than L'P 

vvould esta'Dlish for service provided by UP. BNSF shall have the right, upon one hundred eighty 

(180) days' prior w ritten notice to UP/SP, to change its election; PROVIDED, HOWEVER, that 

BNSF shall not change any such election more often lhan once every five (5) years. BNSF shal! 

reil. biTse UP/SP for any costs incurred by UP/SP in connection vvith any changed election. 

(e) UP/SP shall grant BNSF the right to use SP's Bridge 5A at Flouston, Texas. 

(f) Except as otherwise provided herein, trackage rights and access rights granted 

pursuant lo Ihis section shall be for rail traffic of all kinds, carload and intemiodal, for all 

commodities. 
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(g) UP/SP shall sell to BNSF UP's Main Line No. I between MP 14.11 and 10.38, 

Ut s Westwego intemiodal temiinal, SP's old Avondale Yard (together with the fueling and 

mechanical facilities located thereon) as shovvn on Exhibit C; and SP's Lafayette Yard. 

6. Houston, TX-Valley Junction, IL Trackage Rights 

(a) UP SP shall grant to BNSF trackage rights on the following lines: 

• SP's line between Houston, TX and Fair Oaks. AR via Cleveland and Pine 

BlufT AR; 

UP's line between Fair Oaks and Bridge Junction, .AR; 

SP's line between Brinkley and Briark, AR; 

UP's line between Pine Bluff and North Little Rock, AR 

UP's line between Flouston and Valley Junction, IL v ia Palestine, TX; 

SP's line between Fair Oaks and P'.mo, MO via Joiiesboro, .AR and Dexter 

Junction. MO; and 

• UP's line between Fair Oaks and Bald Knob, \R. 

(b) In lieu of conducting actual operations between Pine BlutT and North Little Rock, 

AR, UP/SP agrees, upon request of BNSF, to handle BNSF's business on a haulage basis for the 

fee called for by Section 8(ni) ofthis .Agreement. 

(c) BNSF shall have the right to transport empty and loaded coal trains to and from a 

point of build-in build-out to and from Entergy Services. Inc.'s plant al White Bluff AR i f and 

when such a build-in/build-out line is constructed by an entity other than UP/SP to connect such 

plant with an SP line. 

BNSF and UP do not agree as to whether BNSF's rights to use UP's and SP's lines north of 
Bald Knob and Fair Oaks. .iR and UP's and ^^'s lines between Memphis and \ alley 
Junction, IL should be restricted. BNSF believes that there should be no restrictions on its 
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rights to use those lines. I P believes that, with modifications, the restrictions contained in the 
orifiinal B.XSF Settlement .Agreement should remain in place. 

(d) The trackage nghts granted under this section shall be bridge rights for the 

movement of overiiead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only lo (i) "2 to-1" Shipper Facilities and Existing Transload 

Facilities at points listed on Exhibit A lo this Agreement, (ii) any New Shipper Facility located 

subsequent to LIP's acquisition of control of SP at points listed on Exhibit .A to this Agreement, 

and (iii) any New Shipper Facility located subsequent to UP's acquisition of control of SP on the 

Trackage Rights Lines. BNSF shall also have the right to establish and exclusively serve 

intemiodal and auto facilities at points listed on Exhibit A to this Agreement and at points 

identified or described in Section 8;i) of this Agreement. |BNSF .Alternative: E-xê pt̂ -ws 

provided H» Section *JI ofthis Agreement. BNSE^atl ndthave the rigtit to enter or exit at 

iftCermediate poifttt̂  on liP's and̂  SP^Tin^s^ between Memphis and-Valley^ JutH'tionr 447i 

Traffic to be handled over the T'P and SP lines between Memphis aid ^ alley .lunetion, TT. 

is limited 4o t̂raTtk that moves through, <Htgi»ates in^ or t«-rainat«s4n-T«x»s-«r4TO»isiana 

except that tralfic originating or terminating at pointŝ  Tisted «HI Exbibit A-»nd«r 4he 

caption "Points Referred to in Section 6c" may als*> l>f handled over th^se lines,! |UP 

Alternative: Except as provided in vSeclion Ml ofthis Agreement, BNSF shall not have the 

right to enter or exit at intermediate points north of Bald Knoo and Fair Oaks, AR on LP's 

and SP's lines between Memphis and \ alley .function, I L . I raflic to be handled over the 

LP and SP lines between Memphis and V alley Junction, IL is limited to traffic that moves 

through, originates in, or terminates in Texas or Louisiana, except that traffic originating 

or terminating at points listed on Exhibit A under the caption "Points Referred to in 

Section 6(d)" may also be handled over these lines.] BNS1-" shall also have the right to handle 
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traffic of shippers open to all of UP, SP and KCS at Texarkana, TX'AR, and Shreveport, L.A, to 

and from the Memphis BEA (BEA 73), hut not including proportional, conciliation or Rule 11 

rates via Memphis or other points in the Memphis BE A In the Houston-Meniphis-St. Louis 

corridor, BNSF shall hav e the nght lo move some or all of its traffic via trackage rights over 

either the UP line or the SP line, at its discretion, for operating convenience BNSF shall also 

have the right lo interchange: vvith the Little Rock and Westem Raihvay at Little Rock, AR; the 

Little Rock Port .Authority al Little Rtick, AR; KCS at Shreveport. LA and Texarkana, TX/.AR, 

for mov ements of traffic originated by KCS at or delivered bv KCS lo shippers or receivers at 

Lake Charles, West Lake, or West Lake Charles. L.A; with KCS (y) at Shreveport, LA for 

movements of loaded and empty coal trains moving lo and from Texas Utilities Electric 

Company's Martin Lake generating siation, and (/) at Texarkana, TX AR for movements of 

empty coa! trains retu ning from Texas Utilities Electric Company's Martin Lake generating 

station; .iiid with the Texas Northeastern Railroad al 1 exarkana, TX for the sole puipose of 

mov ing BNSF traffic lo and from Shipper Facilities al Defense, T.X. 

(e) Access to Shipper Facilities at points listed on Exhibit .A to this Agreement open 

to BNSF shall be direct or ihrough reciprocal switch, or, with UP SP's prior agreement, through a 

third party contractor. Access lo New Shipper Facilities open to BNSF on the Trackage Rights 

Lines shall be (i) direct; (ii) with UP/SP's prior agreement, through haulage for the shortest 

period of time necessary lo allow BNSF lo establish its own direct operating access afier 

initiating service to a New Shipper Facility, but not to exceed the later to occur of 90 days or the 

date upon which UP completes the construction of and accepts for service any connections, 

sidings or other support facilities to be paid for by BNSF that UP is then obligated to constnict 

pursuant to this Agreement or the trackage nghts agreements executed pursuant to Section 9(0 of 
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this .Agreement; (iii) with I'P/SP's prior agreement, reciprocal svvitching where, at the time 

BNSF service is to commence, UP/SP already provides reciprocal switching on the portion ofthe 

Trackage Rights Line upon vvhich the tumout to the facility is to be located; or (iv) with UP/SP's 

prior agreement, the use ofa third party contractor; PROVIDED, HOWEVER, that i l shall be 

L'P/SP's sole decision whether BNSF's service will be provided by either haulage or reciprocal 

sw'ir-hing; and PROVl 3ED, FURl HER. lhat in no case shall UP/SP be required to initiate any 

new local serv ice or increase its level of service to accommodate the level of service proposed by 

BNSF. New Shipper Facilities open to BNSF under this Agreement shall be open to both UP/SP 

and BNSF, subject to the temis of Section 9(c)(v) of Ihis Agreement. The geographic limits 

within which (x) New Shipper Facilities shall be open to BNSF service at points listed on Exhibit 

A to this Agreement and (y) BNSF shall have the right lo establish and exclusively serve 

intennodal and luitt) facilities al points listed in Section 8(i) of and on Exhibit A to Ihis 

Agreement shall generally correspond to the teiTilory wiihin which, prior to the merger of UP 

and SP, a new shipper or receiver could have constmcted a facility that vvould have been open to 

service by both UP and SP either directly or through reciprocal switch. Where svvitching 

districts have been established, such distncts (as described in Section 9(g)) shall be presumed to 

establish these geographic limitations. 

(0 At least forty-five (45) days before initiating service to (i) a Shipper Facility open 

lo BNSF at a point listed or described on Exhibit A to or in Section 8(i) of this Agreement, or (ii) 

any New Shipper Facility on a Trackage Rights Line, BNSF shall notify UP of its election, 

subject to Seclion 6(e) above, of the manner by w hich it proposes such service be provided and 

the specifics of its operating plan ov er UP/SP trackage. Within thirty (30) days of its receipt of 

BNSF's proposed operating plan, UP shall notify BNSF of its approval or disapproval of 
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BNSF's plan. I'P's approval of such plan shall not be unreasonably withheld. In the ev ent UP 

disapproves of BNSF's proposed plan, LP shall provide an explanation in wnting to BNSF of its 

reasons for disapproval, and L'P shall propose an altemative operating plan that vvould be 

acceptable to UP and also be no more onerous than the operating plan lhat UP would establish 

for service provided by L'P. If UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in writing and shall be no more onerous than UP 

would establish for serv ice provided bv I P BNSF shall have the right, upon one hundred eighty 

(180) days' prior vv:itten notice to UP SP. to change its election; PROVIDED, HOWEVER, that 

BNSF shall not change any such election more ofien than once everv' five (5) years. BNSF shall 

reimburse LIP/SP for any costs incurred b> UP/SP in connection vvith any changed election. 

(g) Except as otherw ise prov ided herein, the trackage rights and access rights granted 

pursuant to this section shall be for rail irafTic of all kinds, carload and intennodal, for all 

commodities. 

(h) BNSF shall grant to UP/SP overhead trackage rights on BN's line between West 

Memphis and Presley Junction, AK. L P SP shall be responsible for upgrading this line as 

necessary for its use. I f BNSF uses this line for overhead purposes to connect its line to the 

trackage rights lines, BNSF shall share in one-half of the upgrading cost. 

7. St. Louis Area Coordinations 

(a) UP/SP agree to cooperate with BNSF lo facilitate efficient access by BNSF to 

other carriers at and through St. Louis via The Alton & Southem Railway Company (".A&S"). If 

BNSF requests, LIP/SP agree to construct or cause to be constructed for the use of both BNSF 

and LIP/SP a faster connection betw een the BN and UP lines at Grand Avenue in St. Louis, MO 

and a third track from Grand Avenue to near Gratiot Stree: Tower at the sole cost and expense of 
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BNSF. LIpon completion of such construction, UP/SP shall grant to BNSF overhead trackage 

nghts on UP's line between Grand Avenue and Gratiot Street. 

(b) UP wishes to secure dispatching authoritv for the MacArthur Bridge across the 

Mississippi River al St. Louis. Dispatching is cunently controlled by the lenninal Railroad 

Association of St. Louis ("TRRA"). BNSF agrees that it vvill cause its interest on the TRR.A 

Board or any shares it owns in the TRRA to be voted in favor of transferring dispatching control 

ofthe vlacArthur Bridge to UP i f such matter is presented to the TRR.A Board or its shareholders 

for action. Such dispatching shall be perfonned in a mannc- lo ensure that all users are treated 

equally. 

(c) If BNSF desires to use the .A&S Gateway Yard, upon transfer of MacArthur 

Bridge dispatching to UP, UP/SP shall assure that charges assessed by the .A&S to BNSF for use 

of Gateway Yard are equivalent to those assessed other non-owners of A&S. 

(d) VP/SP and BNSF agree to prov ide each other reciprocal detour rights between 

Bndge Junction-West Memphis and St. Louis in the event of flooding, subject to the availability 

of suf ficient capacity to accommodate the detour. 

(e) UP/SP shall provide BNSF Overhead Trackage Rights over UP/SP's Jefferson 

City Subdivision between MP 34.8 near Pacific, MO and MP 43.8 near Labadie, MO for the 

purpose of accessing Anieren LJE's facility at Labadie. BNSF shall have the right to serve all 

"2-10-1" Shipper Facilities, New Shipper Facilities and Existing Transload Facilities at Labadie. 

8. Additional Rights 

(a) VP/SP shall grant BNSF overhead trat' age nghts on SP's line between 

Richmond and Oakland, CA for rail traffic of all kinds, carload and intemiotlal, for all 

commodities lo enable BNSF to connect via SP's line vvith the Oakland Temiinal Railroad 

("OTR") and to access th'- Oakland Joint Intennodal Temiinal ("JIT"), or similar public 
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intemiodal facility, at such time as the JIT is built. BNSF shall pay 50"o ofthe cost (up to 

52,000,000 maximum) for upgrading to mainline standards and reverse signaling of SP's No. 1 

track between Emeryville (MP 8) and Stege, CA (MP 13.1). Compensation for these trackage 

nghts shall be at the rale of 3.48 mills per ton mile for business moving in the "i-S Comdor," 3.1 

mills per ton mile on all other carload and intemiodal business, and 3.0 mills per ton mile for 

bulk business (as defined in Section 9(a) ofthis Agreement) escalated in accordance with the 

provisions of Seclion 12 ofthis Agreement. L'P/SP shall a.s.sess no additional charges against 

BNSF for access to the JIT and the OTR. 

(b) BNSF shall waive any payment by LIP/SP ofthe Seattle Tenninal 5 access charge. 

(c) BNSF shall grant lo LIP overhead trackage nghts on BN's line between Saunders, 

WI and access to the MERC dock in Supenor, WL 

(d) BNSF shall grant LIP the right to use the Pokegama connection at Saunders. Wl 

('•c. the southwest quadrant connection at Saunders including the track beiwecn BN MP 1( - 43 

and MP I 1.14). 

(e; BNSF shall waive SP's requirement lo pay any portion ofthe Tchachapi uimiels 

clearance improvenients pursuant to the 1993 Agreement between Santa Fe and SP. 

(f) BNSF shall allow UP to exercise its rights to use tho IKundai lead at Portland 

Terminal 6 without any contribution to the cost of constructing such lead. 

(g) BNSF shall allow UP/SP to enter or exit SP s Chicago-Kansas City-Huichinson 

trackage rights at Buda, Eadville, and west of Edelstein, IL. LJP SP shall be responsible for the 

cost of any connections required. 

(h) BNSF will amend the agreement dated April 13, 1995. between BNSF and SP to 

allow UP/SP to enter and exit Santa Fe's, line solely for the purposes of pennitting L P SP or its 
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agent to pick up and set out interchange business, including reciprocal switch business at 

Newton, KS, and svvitching UP industries al that point. 

(i) It is the intent of the parties that Ihis Agreement result in the preservation of 

competition by two rail cartiers for (a) all "2-10-1" Shipper Facilities at points listed on Exhibit A 

to this Agreement and (b) all other shippers who had direct competition or competition by means 

of siting, transload or build-in/build-oul from only UP and SP pre-merger. 

The parties recognize that some "2- t t - l " Shipper Facilities, Existing Transload Facilities, 

and New Shipper Facilities at "2 i - l " Points will not be able to avail themselves of BNSF 

service by virtue of Ihe trackage rights and line sales contemplated by this Agreement. For 

example, "2-to-l" Shipper Facilities, Existing Transload Facilities, and New Shipper Facilities 

located at points between Niles Junction and the end of Ihe joiiii track near Midway (including 

Livemiore, CA, Pleasanton, CA, Raduni, CA, and Trevamo, C.A), Lyoth, CA, Latbrop, CA, 

Turiock, CA, South Gate, CA, Tyler. T.X, Defense, TX, College Station, TX, Great Southwest, 

TX, Victoria, T.X. Sugar Land. TX. points on the fonner Galveston. Houston & Henderson 

Railroad servec. only by UP and SP, Opelousas, LA and Herington. KS are not accessible under 

the trackage rights and line sales covered by this Agreement. .Accordingly, UP/SP and BNSF 

agree to enter into anangements under which, ihrough trackage righis, haulage, ratcmaking 

authority or other mutually acceptable means, BNSF vvill be able to provide competitive service 

to "2-to-l" Shipper Facilities, Exis»-ng Transload Facilities, and New Shipper Facilities at the 

foregoing points and at other "2-to-l" Points not along a Trackage Rights Line. 

(j) BNSF shall have the right to interchange wilh any short-line railroad which, prior 

tr the Effective Date of ihis Agreement, could interchange with both LiP and SP and no othc 

railroad. 
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(k) BNSF shall also have the nght to interchange with any short-line railroad lhat 

constructs a new line lo and establishes an interchange on a Trackage Righis Line subsequent to 

UP's acquisition of control of SP; PROVIDED. HOWF\ ER, that the short-line railroad must be 

a Class 11 or Class III railroad neither owned nor operated by BNSF or any BNSF affiliate. In 

addition, the new rail line must be either (i) an extension of an existing Class 11 or Class III 

carrier that does nol connect with L P or (ii) a new Class II or Class 111 canier. BNSF shall not 

be entitled lo interchange traffic vvith a Class II or Cass III carrier al such a new interchange on 

a Trackage Rights Line i f the traffic originates or tenninates al a Shipper Facility that is now 

served solely by UP unless the Shipper Facility qualifier, as a New Shipper Facility or unless the 

new line qualifies as a build-in or build-out under this .Agreement. 

(I) In adt'ition to the right to serve builtl-in build-oui lines specified in Sections 4(a), 

5(a) and 6(c) ofthis Agreement, BNSF shall have the right to serve a new build-in/build-out line 

constructed tc reach a facility that was, prior lo September 1 1, 1996, solely sen ed by either UP 

or SP and vvould be open to two railroad service upon construction ofthe build-iii/'build-out line 

(i) lo a point on lines owned by SP on September 11, 1996, in the case of facilities solely served 

by UP. or (ii) to a point on lines owned by UP on September 11, 1996, in the case of facilities 

solely served by SP. UP shall grant BNSF Overhead Trackage Rights necessary for BNSF to 

reach the build-in/'build-out 'inc. The routing of such trackage nghts shall seek to minimize the 

operaiing inconvenience to UP, consistent with ensuring lhal BNSF can provide competitive 

serv ice. 

(m) Where this Agreement authonzes BNSF to utilize haulage tc provide service, the 

fee for such haulage shall be S.50 per car mile plus a handling charge to cover handling at the 

haulage junction with BNSF and to or from a connecting railroad or third party contract switcher. 
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Th handling charge shall be S50 per loaded or empty car for intermodal and car oad and S25 per 

loatled or empty car lor unit trains vvith unit train defined as 67 cars or more of one commodity 

in one car type moving to a single destination and consignee. UP SP shall bill BNSF the S50 per 

car handling charge for all cars and, upon receipt of appropriate documentation from BNSF 

demonstrating that business assessed the S50 per car handling fee was a unit train, adjus' nrior 

billings by S25 per car for each car BNSF demonstrates to have been eligible for the $25 per car 

handling charge for unit trains. Where UP/SP is providing reciprocal svvitching services to 

BNSF . i "2-to-l" '^'.ipper Facilities as provided fo. in Section 9(i) of this Agreement, the per car 

handling charge .shall nol be assessed at the point where such reciprocal switch charge is 

assessed Ti e haulage fee and handling charge set forth .ibov e as of September 25. 1995, shall 

be adjusted upwards or downwards in accordaii c with Section 12 ofthis Agreement. 

(n) In the event, for a -y reason, any of the •rackage rights granted uni'wT this 

Agreem-nl can:K>t be implenientcd because of the lack of sufiicient leg;!l authority to cany out 

such giant, then LIP/SP shall be obligated to provide an altemative route or routes, or means of 

access of commercially equivalent utility at the same level of cost to BNSF as vvould have been 

provided i v the originally contemplated rights. 

((j) In the event UP detemiines to tenninate or not renew a lease to an Existing 

iiaiv load Facility lo whicli BNSF gained access as a result of this Agreement or the conditions 

imposed on the UP/SP merger and BNSF has p^ wiously entered into a contract to provide 

transportation services to tht- Existing Transload Fa'^ilily, UP shall extend the lease tor the 

remaining period of such tr.- isportation contract or for a penod not to exceed 2̂ 1 t.ionths, 

w hichev er per x l is shorter 

BNSF and UP do not agree on whether BNSF should be able to •nirchase or lease team tracks 
at "2-to-l" Points no longer ., sed by UP. 
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(p) BNSF Alterr ative: 

If UP no longer uses a team track at a "2-lo-l " Point, it agrees to sel' or lease the track lo 

BNSF at nomial and customai y costs and charges. 

LP Alterr.ative: 

It is UP s position that BNSF's proposed provision should not be added to the Settlement 

Agreement 

9. Trackage Rights - General Provisions 

(a) The compensation for operations under this Agreement shall be set at the levels 

shown i." the following table as subsequently indexed under the 1995 Agreement: 

Table I 
Trackage Rights C ompensation 

(mills per ton-mile) 

Keddie-Stockton/Richmon'! All Other Lines 

Intermodal and Carload 3.48 3.1 
Bu'k (67 cars or more of 3 , 3.0 

one commodity in one 
car type) 

These rates shall apply to a'l equipment moving in a train consist including loconiotives. 

The rates shall be e.scala'cd in accorda.icc with the prtKcdures described in Section 12 of Ihis 

.Xgreenient. The ownir.g line shall be responsible for mainionance of its line in the ordinary 

course including rail relay ai;d tie replacemem. The compensation for such niaintenance shall be 

included in uie mills per lon mile rates received by iich owning line under this .Agreement. 

(b) BNSF and UP/SP vvill ':ondiict a joint inspection to detemiine ncc ssary 

connections and cidings or siding extensions ajsociated vvith connections, necessary to 

implement th. trackage rights granttid under this Agreement. The cost of such lacilities shall be 

bome by the party receiving the trackage rights which such facilities are required to implement. 
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Either party shall have the right to cause the other party to construct such facilities. If the 

Ovvning carrier decides to utilize such facilities constructed by it for the other party, il shall have 

the right to do so upon payment to the tither party of one-half (Vz) the original cost of 

constructing such facilities 

(c) Capital expenditures on the Trackage Rights Lines and on lines over vvhich BNSF 

is granted Ov erhead T rackage Rights will be h.mdled as lollovvs: 

(i) UP/SP shall bear the cost of all capacity improvemeniL lhat are necessary 

to achieve the benefits of its merger as outlined in the "pplication filed 

with the ICC for authority tor L'P to control SP. The operating plan filed 

by UP/SP in support ofthe application shall be given presumptive weight 

in detemnining what capacity improvemciits are necessary to achieve these 

benefits. 

(ii) Any capacity imp. \cnients other than those covered by subparagraph (i) 

above shall be shared by the parties based 'ipon tueir respective usage of 

the line in question, except as otherwise provided in subparagraph (iii) 

below. That respective usage shall be detennined by the 12 month period 

prior to the making of the improvement on a gross ton mile basis. 

(iii) For 18 months following UP's acquisition of control of SP, BNSF shall 

not be required to share in the cost of any capital improvements under the 

provision of subparagraph (ii) above. 

(iv) BNSF and UP/SP agree lhal a capital reserve fund of $25 million, funded 

out of the purchase price listed in Section 10 of this Agreement, shall be 

established. This capital reserve fund shall, with BNSF's prior consent 
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which will not unreasonably be withheld, be drawn down to pay for 

capital projects on the Trackage Rights Lines that are required to 

accommodate the operatioii." of both L'P/SP and BNSF on those lines, but 

i i ; any event shall not be used for expenditures covered by subparagraph 

(i) above. Any disputes over vvhether a project is required to 

accommodate the operation of both parties shall be referred to binding 

arbitration under Section 15 ofthis Agreement. 

(V) I f both UP/SP and BNSF intend lo serve New Shipper Facilities located 

subsequent to UP's acquisition of control of SP as authorized by Sections 

Kb), 3(c), 4(b), 5(b). 6(d). and 8(i) ofthis Agreement, they shall share 

equally in any capital investment in such connections anti sidings and 

siding extensions or other support facilities required b> both L'P and 

BNSF to provide rail service to such New Shipper Facility. If only one 

railroad initially provides such service, Ihe other railroad may elect to 

provide service at a later date, but only after paying lo the railroad initially 

providing such service 50''/o of any capital investment (including per 

annum interest thereon) made by the railroad initially providing rail 

sen/ice to the New Shipper Facility. Per annum interest shall be at a rate 

equal to the av erage paid on 90-day Treasury Bills of the United States 

Govemment as of the date of completion until the date of use by the other 

railroad commences. Per annum interest shall be adjusted annually on the 

first day of the twelfth (12th) month following the date of completion and 

every year thereafter on such date, based on the percentage increase or 
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decrease, in the average yield of 30-year U.S. Treasury Notes for the prior 

year compared to their average >ield in first year of completion ofthe 

access to such industry or industries. Each annual adjustment shall be 

subject, however, to a "cap" (up or down) of two percentage points more 

or less than the prior year's interest rate, 

(d) Subject to the temis of the Dispatching Protocols atiached hereto as Exhibit D and 

incorporated herein, the management and operation of the lines over which the parties have 

granted trackage rights to each other pursuant lo this .Agreement ("Joint Trackage") shall be 

under the exclusive direction and control o'''l,e ovvning carrier, and the ovvning carrier shall have 

the otherwise unrestricted power to change the management and operations on and over .loint 

Trackage as in its judgment may be necessarv', expedient or proper fbr the operatioiis lliereof 

intjiided Trains of the parties utilizing Joint Trackage shall be given equal dispatch w ithout any 

discrimination in promptness, quality of serv ice, or ef ficiency in favor of comparable traffic of 

Ihe owning canier. Trains operating in Ihe Houston tenninal shall be routed over the most 

efficient routes as necessary to avoid delays and congestion, even luut.-s over tra;kage over 

vvhich the operating carrier has no operating rights. 

The owning carrier shall keep and maintain the Joint Trackage at no less tha. Ihe irack 

standard designated in the cunent timetable for the applicable lines subject lo the separate 

trackage righis agreement. The parties agree lo establish a joint seivice committee to regulariy 

review operations over the Joint Trackage lines. 

In the event the owning carrier detemiines lo sell or remove from service a Joint 

Trackage line and/or any associated facilities, the owning canier shall provide the other carrier 

with reasonable written notice of such dctemiination. Any such sale to a third party shall be 
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expressly made subject lo the terms and conditions of this .Agreement, and the ovvning carrier 

shall remain responsible as to the obligations imposed on it herein in the event the third party 

purchaser does not fiilfill those obligations. 

(e) Each party shall be responsible tor any and all costs relating to providing 

employee protection benefits, ifany. to its employees prescribed by law, govemmental authonty 

or employee protective agreements where such costs and expenses are attributable to or arise by 

reason of lhat parly's operation of trains over Joint Trackage. To the extent that it does not 

violate existing agreements, for a period o three years following acquisition of control of SP by 

UP, BNSF and L'P'SP shall give preference to each other's employees when hinng emplovees 

needed to carry out trackage rights operations or operate lines being purchased. The parties shall 

provi'le each other with lists of available employees by craft c - class lo whom such preference 

shall be granted. Nothing in this Section 9(e) is intended to create an obligation to hire any 

specific employee. 

(f^ The trackage rights grants described in this Agreement and the purchase and sale 

of line segments shall be included in separate trackage nghts and line sale agreement documents 

respectively oTlhe kind and containing such provisions as are nomially and customarily utilized 

by the parties, including exhibits depiclMig specific rai! line segments, and other provisions 

dealing with niaintenance, improvements, and liability, subject to more specific provisions 

descnbed tor each grant and sale contained in this agreement and the genera! provisions 

described in this section. BNSF and UP SP shall elect which of their constituent railroads shall 

be a party to each such trackage r.ghls agreement and line sale and shall have the right to assign 

the agreement among their constit lent railroads. The parties shall use their best efforts to 

complete such agreements by June i , 1996. If agreement is not reached by June 1, 1996 either 
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prrty mav request that any outstanding matters be resolved by binding arbitration with the 

arbitration proceeding to be conipli^'ed w iihin sixty (60) days of Us institution. In the event such 

agreements are not completed by the date the grants of such trackage rights are to be effective, it 

is liitonded dial operations under such grants shall be commenced and govemed by this 

Agreement. 

(g) All locations referenced herein shall b-i deemed to include all areas wiihin the 

svvitching limits ofth? location designated by tariff clarified to the extent necessary by publiclv-

available infonnation, in ef«oct as of September 25, 1995, and access to such locations shall 

include the right to locate and serv e new auto and intennodal facilities at such locations. 

(h) The tenant canier on the Joint Trackage shall have the right to construct, or nave 

constructed for it for its sole use exclusively owned or leased facilities, including, without 

limitation, automobile and intemiodal facilities, storage in transit facilities, lean tracks and yards 

along the Joint Trackage pursuant to tl : tollowing ternis and conditions: 

(i) The party wishing to construct such exclusively owned facilities for its 

sole use shall submit its plans lo tho other party for its review and 

approval, vvhich approval shall not be unreasonably withheld or delayed; 

(ii) Such exclusively owned or leased and used facilities shall nol (i) impair 

the other party's use ofthe Joint Trackage, (ii) prevent or unduly hinder 

the other party's access to existing or future customers or facilities served 

from the Joint Trackage, or (iii) impair access tc other exclusively owned 

facilities then in existence; and 

(iii) I f jointly owned or leased and used property is to be used for the 

constmction of such exclusively owned or leased and used facilities, the 
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party so constmcting sucl. exclusively owned or leased and used facilities 

shall reimburse the other party for its ownership of the jointly owned 

property o utilized at 50% of its then current fair market value. I f the 

tenant carrier uses property of the owning canier for the construction of 

exclusively owned or leased and u ed facilities, the tenant carrier shall 

reinburse the ow ning carrier for Us ownership of the property at 100% of 

its then cunent fair market value, 

(i) Where LIP/SP provides reciprocal switching services to BNSF under this 

Agreement, L P SP will do so at a rate of no more than S130 per car as ot'September 25. 1995. 

adjusted pursuant lo Section 12 ofthis Agreement. In the event BNS.-'s access to a Shipper 

Facilil> pursuant to this .Agreement is elTected by means of a third parly contractor, (i) any 

associated third party switch fee shall be paid by UP SP, (ii) BNSF shall pav to VP/SP the 

applicable reciprocal switch fee established between the parties to ihis .Agreement, and (iii) 

BNSF shall neither be entitled to become an assignee of UP/SP nor become eligible to enter into 

a separate agreement with the shipper so seized. 

(j) It is the intent of Ihe parties that BNSF shall, where sufficient volume exist., be 

able to utilize its own tenninal facilities for tr. Tic handled by BNSF under the tenns i^i tliis 

Agreement. These locations include Sal" Lake City. Ogden. Brownsville and San Antonio, and 

other locations where such volume develops. Facilities or portions thereof presently utilized by 

UP or SP at such locations shall be acquired from UP/SP by lease or purchase at nomial and 

customary chari^^s. I'non request of BNSF and subject to availability and capacity, UP/SP shall 

provide BNSF vvith tenninal support services including fueling, mnning repairs and svvitching. 

UP/SP shall also provide intermodal temiinal sc.vices at Salt Lake City, Reno, and San Antonio. 
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UP/SP shall be reimbursed for such serv ices at UP's nomial and customary charges. Where 

temiinal support senices are nol required, BNSF shall not be assessed additional charges for 

train movements througn a temiinal. BNSF shall also have equal access, along with LJP/SP, to 

all SP Gulf Coast storage in transit facilities ("SIT") (Le,, those SP facilities at Dayton, East 

Baytown, and Beaumont. TX), on economic terms no less favorable than the terms of UP/SP's 

access, for storage in transit of traffic handled by BNSF undc; the tenns of this Agreement, 

including, but not limited to, traffic to or from Shipper Facilities to vvhich BNSF gained access 

under the tenns of this Agreement. UP/SP agree to work vvith BNSF to locate additional SIT 

facilities on the Trackage Rights Lines and on lines over vvhich BNSF is granted Overhead 

Trackage Righis lo ser' e a build-in/build-oul line as necessary. 

(k) BNSF may, subject lo UP SP's consent, use agents for limited feeder service on 

the Trackage Rights Lines and on lines over which BNSF is granted Overhead Trackage Rights 

to serve a build-in/build-oul line. 

(1) BNSF shall have the right to inspect the UP and SP line<-. over which it obtains 

trackage rights under this Agreement and require UP/SP to û aUe such improvements under this 

section as BNSF deems necessary to facilitate its operations at BNSF's sole expense. Any such 

inspection must be completed and improvements identified to UP/SP wiihin one year of the 

effectiveness of the trackage rights. 

(m) BNSF shall have the right to connect, for movement in ali directions, vvith its 

present lines (including existing trackage rights) at points where its present lines (including 

existing trackage rights) intersect with Trackage Righis Lines or lines it w ill purchase pursuan; to 

this Agreement. UP/SP shall have the right to connect, for movement in all directions, vvith its 

present lines (including existing trackage nghts) at points where its present lines (including 

43 



existing trackage rights) intersect vvith lines over vvhich it vvill receive trackage rights pursuant to 

this Agreement. 

(n) In the event L'P/SP institute directional operations over any Trackage Rights Line 

or on lines over vvhich BNSF is granted Overlic:'d Trackage Righis, (i) UP SP shall provide 

BNSF with reasonable notice of the planned institution of such operations and shall adjust, as 

appropnate, the trackage righis granted to BNSF pursuant to this Agreement, and (ii) BNSF shall 

operate in accordance with the flow of traffic established by such directional operation; 

PROVIDED, HOWEVER, that any rights granted to BNSF as a result of UP SP's institution of 

directional operations shall be Overhead Trackage Rights only, and PROV IDED FURTHER that 

BNSF shall hav e ihe right, on any Trackage Rights Line over which directional operations have 

been iiistitutod (including lines on whicii BNSF received Overhead Trackage Rights to serve a 

point listed or described in Section 8(i) ofthis Agreement or a build-in/build-out line), .o operate 

against the flow of IrafTic if it is reasonably necessary lo do so for BNSF lo provide competitive 

service to shippers on the line which are accessible to BNSF (including service to New Shipper 

Faciliiits and build-in/build-oul lines) over such line including but not limited to circumstances 

where UP opersites against the fiow of traffic vvith trains ofthe same or similar type for the same 

shipper(s) or for shipper(s) in the same general area. 

' Compensation for Sale of I .ine Segments 

(a) BNSF shall pay UP/SP the lollowing amounts for the lines il is puichasinti 

pursuant to this Agreement: 

Line Segment Purchase Price 

Keddie-Bieber S 30 m.illion 

Dallas-Waxahachie 20 million 

lowa Jct.-Avondale MP 16 9 
(includes LIP's Westwego 

100 million 
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intemiodal yard; SP's 
old .Avondale yard; 
and SP s Lafayette yard) 

(b) The purchase shall be subject lo Ihe following ternis: 

(i) the condition of the lines al closing shall be at least as good as their 

cunent conditions as reOected in the current timetable aiid slow orders 

(slow orders to be measured by total mileage al each level of speed 

restrictions). 

(ii) includes track and associated stmctures together with right-of-way and 

facilities needed for operations. 

(iii) indemnity for environmental liabilities attri' ..table to L'P/SP's prior 

operations. 

(iv) standard provisions for sales of this nature involving title, liens, 

encumbrances other lhan those specifically reserved or provided for by 

this Agreement. 

(v) assignment of associated operating agreements (road crossings, crossings 

for wire ami pipelines, etc.) Non-operating agreements shall not be 

assigned. 

(vi) removal by UP/SP, from a conveyance, within 60 days of the closing of 

any sale, of .my non-operating real property without any reduction in the 

agreed upon purchase price. 

(vii) -chase will be subject to easements or other agreements involving 

telecommunications, fiber optics or pipelint. righis or operations in effect 

at tbe time of sale. 
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BNSF shall have the right to inspect the line segments and associated property to be sold 

and records associated therewith for a penod of ninety days from the EtTective Date of this 

Agreement to detemiine the condition and title of such property. At Ihe end of such period, 

BNST shall hav e the right to decline to purchase any specific line segment or segments. In such 

event, UP/SP shall grant BNSF overhead tiackage rights on any such segment with 

compensation to be paid, in the case of Avondale-lowa Junction on the basis ofthe charges set 

forth in Section 9(a) of this Agreement, and in the case of Keddie-Bieber on a typical ioint 

facility basis vvith maintenance and operating costs to be shared on a usage basis (gross ton miles 

used to allocate usage) and annual interest rental equal to the depreciated book value limes the 

then cunent cost of capital as detennined by the ICC times a usage basis (gross ton miles), i . . 

the case of Dallas-Waxahachie, operations would co.ilmiie under the existing trackage riuhts 

agreement. 

(c) Prior to closing the sale of SP's lowa Jct.-.Av ondale line (the "M.A Line"), 

representatives of UP'SP and BNSF shi.ll conduct a joint inspection ofthe UA Line to consider 

vvhether its condition at closing nuels the standard established in Section iO(b)(i) of this 

Agreement It the representatives ofthe parties are unable to agree that the condition ofthe UA 

Line meets this standard, then BNSF shall place $10.5 million of the purchase price in escrow 

w ith a mutually agreed upon escrow agent, and closing shall take place After closin- '1 parties 

shall mutually select an independent Ihird party expenenceti in railroad engineering matters (the 

"Arbitrator") who .>hall arbitrate the dispute between the parties as to whether the condition of 

the UA line is in compliance with Section I0(b)(i) of thit. Agreement. Arbitration shall be 

tonducted pursujint to Section \S subject to the foregoing qualification that the Arbitrator be 

experienced in lailroad engineering matters. I f the Arbitrator finds the UA Line is below the 
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standard tho .Arbitrator shall determine the amount (which shall not -xjced SI0.5 million) 

required to bring it in compliance w ith the standard and authorize the payment of such amount 

out ofthe escrow ftind lo BNSF with the balance, ifany. paid to I'P/SP. .Any amount so paid to 

BNSF out ofthe escrow fund to bnng the IJ.A Line into compliance with the standard shall be 

used by BNSF exclusiv ely to that end (or to reimburse BNSF for funds previouslv expended to 

that end) and UP/SP sT ill not, as a tenant on the UA Line be billed for any work undertaken by 

BNSF pursuant to the prov isions ofthis Section 10(c). 

11. Term 

This .Agreenieiit shall be efk ĉtive upon execution (which occuned on Sepiembcr 25, 

1995) (Ihe "Effective Date") for a temi of ninety-nine years, PROVIDED, HOWE\ ER. that the 

grants of nghts under Section 1 through 8 shall be etTective only upon UP's acquisition of 

control of SP, and provided further that BNSF may emiinate this Agreement by notice lo UP SP 

given be foi" the close of business on September 26, 1995, in which case this .Agreement shall 

hav e no further •'orce or effect This Agreement and all agreements entered into p irsuant or in 

relation hereto snail terminate, and all rights conferred pursuant thereto shall be canceled and 

deenied void ab mifio. if in a Final Order, the application for authority for UP to control SP has 

been denied or has been approved on temis unacceptable to the applicants. PROVIDED, 

HOWFVFR. that if this Agreement becomes effective and is later tcn iinated. any liabilities 

ansing from the exercise of rights under Sections 1 ihrough 8 dunng the penod of its 

effectiveness shall surv ive such temiination For purposes of this Section 11. "Final Order" shall 

mean an order ofthe SIB , any successor agency, or a court vith lawful jurisdiction over the 

mailer vvhich is no longer subject to any further direct judicial review (including a petition for 

writ of certiorari) and has not been stayed or enjoined. 

12 Adjustment of Chargt s 
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All trackage rights charges tinder this Agreement shall be subject to adjustment upward 

or downward July I of each year by the difference in the two preceding years in UP'SP's syslem 

average LIRCS cosls for the categories of niaintenance and operating costs covered bv the 

trackage rights fee. "URCS costs" shall mean costs developed using the Un'fomi Rail Costing 

System. 

The rales for reciprocal switching services established in Section 9(i) and for haulage 

service established in Seclion 8(ni) shall be adjusted upward or downward each July I of each 

year to reflect fifty percent (50%) of increases or decreases in Rail Cost Adjustment Factor, not 

adjusted for changes in productivity ("RC.AF-Li") published by the Surface Transportation Board 

or successor agency or other organizations. In the event the RCAF-LI is no longer maintained, 

the parties shall select a substantially similar ind<̂ x and. failing lo aĝ ee on such an index, the 

matter shall be referred to binding arbitration under Seclion 15 of this Agreement. 

The parties will agree on appropriate adjuslniont factors if not covered herein for 

switching, haulage and other charges. 

Upon every fifth anniversary ofthe effective date ofthis Agreement, either party may 

request on ninety (90) days notice lhat the parties jointly review the operation ofthe adjustment 

mechanism and renegotiate its application. If the parties do not agree oi the need for or extent of 

adjustment to be made upon such renegotiation, either party may request binding arbitrition 

under Section . j of this Agreement. It is the intention ofthe parties that rates and charges for 

trackage rights and services uirder this Agreement reflect the same basic relationship to operating 

cosls as upon execution ofthis Agreement (September 25. 1995). 

13. Assign a bility 

This Agreement und any rights granted hereunder may not be assigned in whole or in part 

without the prior consent of the other parties except as provided in this section. No party may 
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pennit or admit any third partv- to the use of all or any of the trackage to vvhich it has obtained 

nghts under this Agreement, nor under the guise of doing its own business, contract or make anv 

arrangement to handle as its ow n trains, locomotives, caboose.i or cars of any such third party 

which in the nomial course of business would not he consiuerec the trains, locomotives, 

cabooses or cars of that party. In the ev ent of an authorized assignment, tl is Agreement and the 

operating rights hereunder shall be binding upon the successors and assigns of the parties. This 

Agreement may be assigned by either party without the consent ofthe other only as a result o fa 

merger, corporate reorganization, consolidation, change of control or sale of substantially all of 

its a.ssets. 

14. Coyernm?nt Approvals 

The parlies agree to cooperate with each other and make whatever filings or applications, 

i f any. are necessary lo implement the prov isions of this Agreement o- of any separate 

agreements made pursuant to Section 9(f) and whatever filings or applications may be necessar\ 

to obtain any approval that may be required by applicabie law for the provisions of such 

agreements. BNSF agrees not to oppose the primary application or any related applications in 

Finance Docket No. 32760 (collectively the "control case"), and not to seek any conditions in the 

control case, not to support any requests fcr conditions iiled by others, and not to assist others in 

pursuing their requests. BNSF shall remain a party in the control case, but shall not participate 

further in the control case other than to support this Agreement, to protect the commercial v alue 

ofthe rights granted to BNSF by this Agreement, and to oppose requests for conditions by other 

parties which adversely affect BNSF; PROVIDED, HOWEVER, that BNSF agrees lo reasonably 

cooperate vvith UP SP in providing testimony to the ICC necessary to demonstrate that this 

Agreement and the operations to be conducted thereunder shall provide effective competition al 

the locations covered by the Agreement. JP SP agree to support this Agreement and its 
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implementation and warrant that it has not entered into agreements with other parties granting 

nghts to other parties granted to BNSF under this Agreement. UP/SP agree to ask the ICC to 

impose this Agreement as a condition to approval of the control case. During the pendency of 

the control case, UP and SP shall not, vvithout BNSF's written consent, enter i..:o agreements 

w ith other parties w hich vvould grant rights to other parties granted to BNSF or inconsistent with 

those granted to BNSF under this Agreement vvhich vvould substantially impair the overall 

economic value of rights to BNSF under this Agreement. 

15. Arbitration 

Except as otherwise prov ided by any decision of the STB or by separate agreemem, 

unresolved disputes and controversies conceming anv of the tenns and provisions of this 

Agreement or the application of charges hereunder shall be submitted for binding arbitration 

under Coinniercial Arbitration Rules of the American Arbitration Association vvhich shall be Ihe 

exclusive remedy ofthe parties. 

16. Further Assurances 

The parties agree to execute such other and further documents and to undertake such acts 

as shall be reasonable and necessary to carry out the intent and purposes ofthis Agreement. 

' • No Third Party Beneficiaries 

This Agreement is intended for Ihe sole benefit of the signatories to this Agreement. 

Nothing in this Agreement is intended or may be constmed lo give any person, fimi, corporation 

or other entitv, other than Ihe signatories hereto, their pennitted successors and pennitted 

assigns, and their affiliates any legal or equitable right, remedy or claim under this Agreement. 
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EXHIBIT A 

LIST OF "2-TO-r' POINTS 

Points Referred to in Section 1(b) 

Provo L'T 
Salt Lake Cily UT 
Ogden UT 
1 onion UT 
Gatex L T 
Pioneer UT 
Garfield'Smelter'Magna UT (access to Kennecott private railway) 
Geneva U T 
Clearfield UT 
Woods Cross UT 
Relico UT 
Evona UT 
Little Mountain UT 
Weber Industrial Park UT 
North Salt Lake City L'T 
American Fork L' T 
Orern UT 
Points on paired track from Weso NV to Alazon NV 
Reno NV (only intennodal, automotive [BNSF mu.st establish its own 

automotive facility], transloading, and new shipper facilities) 
Herlong CA 
Johnson Industrial Park at Sacramento CA 
West Sacramento CA (Famiers Rice) 
Port of Sacranientt̂  C.A 
Points between Oakland CA and San Jose CA (including Warm Springs CA, 

Freemont CA, Elmhursl C.A. Shinn CA. Kohier CA, and Melrose CA) 
San Jose CA 

Points Referred t in Sec.on 3(a) 

Ontario CA 
La Habra CA 
Fullerton C.A 



Points Referred to in Section 4(b) 

Brownsville TX 
Port of Brownsville TX 
Port of Corpus Christi 
Harlingen TX 
Corpus Christi TX 
Sinton TX 
San Anionio TX 
Halslead FX (LCRA plant) 
Waco TX 
Points on Siena Blanca-El Paso line 

Points Refened lo in Section 5(b) 

Baytown TX 
Amelia TX 
Orange TX 
Mont Belvieu TX (Amoco. Exxon. Chevron plants) 
Eldon. TX (Bayer plant) 
Harbor, LA 

Points Refened to in Seclion 6(d) 

Camden AR 
Pine Buff AR 
Fair Oaks AR 
Baldwin AR 
Little Rock AR 
North Little Rock AR 
East Little Rock AR 
Fonesl City, AR 
Paragould AR 
Dexter MO 
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EXHIBFT B 

TERM SHEET FOR 
UP/SP-BNSP PROPORTIONAL RATE 

AGREEMENT COVERING 
1-5 CORRIDOR 

Concept 

BNSF trackage rights in the "F5" corridor will allow BNSF to handle traffic on 
a single line basis that currently moves via joint BN-SP routes. This Agreement will enable 
UPSP to compete with BNSF for that traffic and to make rates, using the proportional rates, 
to and from all points UP/SP serves in the covered territory described below. 

Covered Territory 

Traffic moving between the following areas north of Portland, Oregon and 
west of Billings and Havre, Montana: 

Canadian interchanges in Vancouver area 
Points north of Seattle and west of Cascades 
Points south of and including Seattle and west of Cascades 
Washington points east of Cascades and west of and including Spokane 
f oir.ts east of Spokane and west of Billings and Havre 

and points in 

Arizona, 
California, 
Colorado, 
New Mexico, 
Nevada, 
Oregon, 
Utah, 
Texas west of Monahans and Sanderson, and 
connections to Mexico at El Paso and to the west. 

Traffic Covered 

Traffic covered will be all comnx)ditiei (carioad, intermodal and bulk) moving 
both southbound and northbound. All cars loaded or made empty on BNSF lines in the 
Covered Territory (including reloads) and cars received in interchange. 



Proportional Rates 

A third party, such as a major accounting firm or other established 
transportaton consultant (the "consultant"), will be employed to compute the proportional 
rales. Tne mileage prorate shall be the ratio of (a) BNSF miles between areas noah of 
Portland or interchange noith of Portland and SP interchange at Portland to (b) BNSF 
single-line miles from BNSF origin or interchange to BNSF destination or interchange. 

The consultant will develop a table of net ton mile rates (net of refunds, 
allowances, and rebates) Tliis table will be in matrix form based on commodity, car type! 
and area north of Portland, Oregon. The rates shown In the matrix will be by commodity 
at the 3-digit STCC level and by car type for movement between each of the areas north 
Oi Portland. Oregon, and the Portiand interchange. The net ton mile rates will be based 
on movements between each of the areas north of Portland and the group of states 
(including connections to Mexico) listed above. The initial rates will be derived based on 
the BN-SP portion of BN-SP interline rates (net of refunds, allowances, and rebates) in 
effect in the quarter preceding acquisition of SP by UP. 

The net ton mile rate for each commodity/car type shall he a weighted 
average of the rates applicable to movements of each such commodity/car type between 
the points listed above. An example of this computation is attached. 

New rates will be derived each subsequent quarter. In subsequent quarters, 
the rates will include a prorate of both SP-BNSF interiine rates (net of refunds, allowances, 
and rebates) and BNSF single-line rates (net o' .efunds, allowances, and rebates). At 
such time as a rate can be developed for a particular commodity/car type on the basis of 
a BNSF singieline rate then future rate adjustments for such commo.'.ty/car type shall be 
based solely on BNSF single-line rates. All computations of net ton mile rates will be 
based on rates that actually moved traffic. 

UP/SP agree that any rate it publishes will reflect the proportional rate from 
the latest quarterly study and BNSFs division shall be that amount, Movements using 
proportional rates shall be interline BNSF-UP/SP movements and will be billed 
accordingly. Proportional rates used by UP/SP in contracts will be escalated on the same 
basis as UP/SP's rates are escalated. BNSF and UP/SP will establish procedures to 
ensure that in settling interiine accounts UP/SP's and BNSFs revenue south of Portland 
is not disclosed to the other. 

Application 

The net ton mile rates in each cell of the matrix will be applied to the BN 
mileage and the associated net tons from areas north of Portland to Portland interchange 
to develop the proportional rate to the Portland interchange. 



Srvlea 

Agreement w ^ ^ i u U n ^ L S a t l ; ^ U . , . t.o^n, under this 
favor of comparable triffic moving m BNSF, S2^"nt UP̂ ĉ p ̂  °^ *n 
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Example of Revenue Per Ton mm 
Calculation by Origin-Destination Cell 

Cell Includes Car Type and Com.mod y 

Assumption: MOVe 1 ttoSLJS 

BNSF Revenue Per Car From $5000 $2000 
0/D Areas North of Portland to 
Destination States 

BNSF Miles From 0/D Areas North 1000 500 
of Portland to Destination States 

3. BNSF Net Tons From 0/D Areas 100 
North of Portland to Destination States 

50 

BNSF Number of Carloads Fr?m 0/D 10 S 
Areas North of Portland to Destination States 

BNSF Miles Between Actual Point of 300 2OO 
Origin lo Interchange and Portland 

A Revenue/NTM Factor (Computed by Consultant for Each Call in Matrix) 

101204) (for ail moves) 

5000x 10 * 2 0 0 0 ^ 
1000 X 100 SOflJLiO • $0.06/NTM 

10*5 

B. Compute BNSF Division on a Specific Move 

(A) x (5) X (3) 
$0.06 x 300x100-$1800 
$0.06 X 200 X 50 « $ 600 



EXHIBIT C 

I 



S. F. Hvorv.c/ak 
:i J aipi 

4 - / 7Q<»' 

| id- T/fc> 

o f I 

1̂ 9 /̂i>c;i,2g^ 

;5L qf - i '^oo 
a<P — 

a < -
/too / 

IH, I^OO 

IS-' 7 ^ oo' 

.is-oo 

18. 

yLo 

^ V J ^̂ ^̂  

./ V o 

13 oO 

I loo 

a * 
o 



EXHIBIT D 



EXHIBIT D 

April 24, 1996 

BNSF-UP/SP D I S P A T C H I . N G PROTOCOLS 

As agreed: Dave Clifton - BNSF 
Hank Jay - SP 
Steve BarWey-L'P 

1. Sfififli: These protocols apply on ail rail line segments where Burlington Nonhcrr 
Railroad Company or The Atchison. Topeka Sc. Santa Fc Railway Company (which will be 
referred to jointly or individually as "BNSF") has trackage rights over tracks ofthe entity 
or entities resulting from the merger of the rail afniiates of Union Pacific Corporation and 
Southem Pacific Rail Corporation (which will be referred to jointly or individually as 
"UP/SP") and on all rail line segments where UP/SP has trackage dghts over tracks of 
BNSF. All such rail lines will t>c referred to as "joint trackage and will include all current 
joint line trackage rights." 

2. Purpose: To ensure that BNSF and UP/SP trains operating on joint trackage arc given 
equal dispatch without any discrimination in prompLicss. qu; iity of service or efficiency 
and that the competitiveness of tenant operations on joint trackage is not adversely 
affected by the fact that the other railroad owns the track. 

3- General Instructions: BNSF and UP/SP will issue written instructions to all personnel 
(including supervisors) responsible for train dispatching on joint trackage that trains ofthe 
tenant are to be dispatched exactly as if they were trains ofthc same class ofthe owner 
and given equnl trcatment with trains of the owner. These instructions will issued at 
agreed intervals or at the request of either party. 

^' Monitoring Sysicn̂ *?: At the request and expense of the tenant, the owner will make 
available computer terminals, facilities or capabi'.iucs comparable to those available to its 
own dispatchers showing joint trackage it dispatches so that the tenant can monitor the 
handling of its trains by the owner. 

5. Train Information: The tenant will provide to the owner, and regularly update, 
information about its expected train operations and schedules (including priorities, time 
commitments, horsepower per trailing ton. etc.) over joint trackage, preterably usmg 
electronic data interchange. Parties will establish run time standards by train category 
based on expected train volumes for each line segment. If train volumes are different than 
expected then adjustments to run time standards will be made by mutual agreement. The 
tenant will provide reliable and current information about trains approaching joint 
trackage, including train arrival time and train characteristics, preferably by providing at its 
expense computer terminals, facilities or capabilities showing trains approaching joint 
trackage, sufficiently in advance tc allow dispatchers to plan for them. The owner will 
provide to the tenant advance notice of planned maintenance-of-way projects, line closures 
and train or equium.ent restrictions. BNSF and UP/SP will cooperate to develop a process 
for discussing maintenance windows in advance and agree upon so as not to adversely 
affect schedules of one carrier n.ore than the other. 



6. Specific Instruction^: The owner will permit the tenant to transmit instrucrions 
regarding tho requirements of specific trains and shipments to designated dispatching 
center employees responsible for handling those trains. 

-̂ Train Priorities/Bun Tims Standards: BNSF and UP/SP will at all times provide to 
each other current procedures fc assigning dispatching priorities or rankings to their 
trains and infr rmation sufficient to show how those procedures arc applied to their own 
trains. The tena..i will assign priorities or rankings to its trains operating on joint trackage 
using the owner's procedures, and the owner will dispatch tenant trains in accordance wi'ih 
those pnonr.cs or rankings. It is understood that technological advances in computer 
aided dispatching might result in changes to priority assignment mcihodologies. The 
parties agree to discuss technological changes which might affect priority assienmcnt 
methodologies prior to implementation. The Joint Service Committee will bc*̂ esponsible 
for rcvicw.ng these assignments to ensure that rhey arc applied equitably by both railroads 
It IS agreed that a three member panel from each carrier will make up the Joint Service 
Committee. Suggestions for three member panel arc representatives from Joint Facilities 
VP Transportation, and Joint Trackage Righ.s Operations. 

-̂ Entry tQ Joint Trackage: At points whê e tenant lains enter joint trackage entry will 
be pro-/ided by the owner on a first-come, first-served basis, taking into consideration the 
relative pnonties of affected trains and the specific necls and operating characteristics of 
individual trains of both railroads. [If operating circ-am stances make strict applicatioi of 
this pnnciple difficult or uncertain. BNSF and UP/SP may jointly establish standards for 
detemiinmg sequence of entry to joint trackasc.] Parties will communicate daily on a.ny 
conflicts concerning entry to joint trackage to gain resolution. 

9. Comfllimi£atiims: BNSF and UP/SP will provide to each other, and keep current lists 
of dispatching perr̂ onnel responsible for dispatching each segment of joint trackage and 
contact numbers. For each segment, BNSF and UP/SP will designate supervisory 
employees to serve as the day-to-day contacts for communications about operating 
changes, service requesr̂  and concems. Wher« feasible and economical, dedicated phone 
lines or computer links will be established for these communications. 

10. Access to Pl̂ patqhing Cfptfrs: Appropriate officials of either railroad will be admined 
at any nme to dispatching facilities and personnel responsible for dispatching joint 
irackagc to review the handling of tiains on joint trackasc and will be provided an office in 
the other railroad's dispatching center (although both railroads will take reasonable steps 
to prevent disclosure of proprietary infomiation not relevant to that review) In order to 
support BNSF operations over UP/SP trackage rights granted in connection with the 
UP/SP merger. UP/SP will pay 3NSF an amount equal to the reasonable and conventional 
salary of one supervisory employee to be placed by BNSF at UP.'SP's Harriman 
dispatching center. It is understood that management and supervision of dispatching 
operations is the responsibility of the owning carrier 
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l l . ££rformanreiMfa5,irfmfn.r: BNSF and UP/SP 11 cooperate to develop train 
performance evaluation methods under which train performance of tenant L-ains on joint 
trackage segments can be compared to train perfonnance ofthc owner's trains on the 
same segments for the same train category and priority. 

Pc-SOnnd Incentive and Fval.ntion: In evaluating the performance of emplovees 
and supervisors responsible for dispatching joint trackage, both BNSF and UP/SP will 
consider train perfomiance of tenant trains and efTeetivcncss in cooperating with tenant 
personnel and meeting tenant service requirements in the same manner as such factors a.'c 

• considered with respect to the owner's trains, personnel an.i requirements. If bonuses 
raises or salancs of those persons arc affected by performance ofthe owner's trains 
performance ofthe tenant's trains shall be considered on the same basis to the extent 
feasible. 

13. 

14. 

Disagreements: The designated contact supervisors arc expected to raise qu-̂ stions 
diŝ agreements. concerns or disputes about compliance with these protocols promptly as 
and when any such matters arise and to use their best efforts to resolve them If a matter 
IS not resolved to the satisfaction of both panics, it will be presented to the Joint Service 
Committee. If a satisfactory resolution cannot be achieved by the Joint Service 
Committee the matter will be submitted to binding summary arbitration before a neutral 
experienced rauroad operating official within fourteen days. TTic parties will agree in 
advance on the sanction.-̂  available to the arbitrator to address failures to comply with 
these protocols. 

Modifica tiQn̂ : As the ultimate objective of these protocols is the equal, flexible and 
efficient handling of all trains of both railroa-Js on joint trackage, these protocols may be 
modified at any tune by mutual agreement, consistent with that objective 



EXHIBIT E 
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EXHIBIT E 

2-To-l Point Identification Protocol 

As a condition of the Surface Transportation Board's (STB) approval of the 

consolidation of Union Pacific Railroad Company (UP) and Southern Pacific 

Transportation Company (SP). The Burlington Northern and Santa Fe Railway Company 

(BNSF) was granted the right to serve all shipper facilities, that as of September 25, 1995, 

were open to both UP and SP, and no other railroad, whether via direct service, reciprocal 

switching, joint facility or other arrangements. Since the consolidation was consummated. 

BNSF and UP have oeen working to identify a complete list of 2-to-1 shipper facilities to 

which BNSF is entitled to access. The purpose of this protocol is to establish procedures 

and mechanisms for further identifying 2-to-l shippe' facilities open to BNSF as a rf.-sult 

01 the conditions imposed in the UP/SP merger. Those procedures and mechanisms are 

as follows: 

1. BNSF shall submit to UP, by written or electronic communication, the name 

and address of any facility to which access is sought. In addition to the name and 

address of the facility, BNSF shall furnish any additional information relating to the facility's 

identity and location that is in BNSF's possession when the request for accebs is made. 

BNSF shall also provide any information in its possession at such time pertaining to the 

rail sen/ice options that were available to the facility on or before September 25, 1995. UP 

will handle for BNSF any traffic en route to the facility pending UP's determination of 

BNSF's right to access the facility in question. If UP determir.es that BNSr-' is not entitled 

to access a particular facility, BNSF v^li terminate any BNSF direct routing of traffic tc thai 

facility. UP shall be compensated for any traffic en route in accordance with the method 

of compensation set forth in Paragraph 7, below. 



2. UP shall have five (5) business days from the date of such communication 

to respond by written or electronic communication to any request for access, provided lhat, 

if BNSF shall request a determination on more than five shipper facilities on a single day 

or, if a single request pertains lo more lhan five (5) shipper facilities, BNSF shall identify 

the five (5) shipper facilities lhal need immediate attention, and the five (5) business day 

requirement shall apply lo those shipper facilities, with the remaining shipper facilities 

request or requesis lo be responded lo wiihin len (10) business days after the date of the 

request(s). 

3. If UP fails lo respond to an access request by the close of business of the 

fifth business day or, in the case of requests for which UP has ten business days to 

respond, by the close of the tenth business day, BNSF shall be deemed lo have access 

to such facility or facilities as sel forth in Paragraph 4 below, and UP shall be deemed to 

have waived any claims that BNSF is nol entitled lo serve the facility or facilities. 

4. If UP approves BNSF's request for access, BNSF shall immediately be 

authorized to serve the facility either directly, Ihrough reciprocal switciiing, or, with UP's 

prior approval, a third party contractor, as provided for in the UP/BNSF Settlement 

Agreement dated Seplember 25, 1995, as amended. No less than five (5) business days 

prior to the date that BNSF proposes to begin service to a facility, BNSF shall elect the 

mode of service that it intends to utilize and shall notify UP in writing or electronically of 

its election. BNSF shall have the right, upon 180 days prior written notice to UP, to 

change its election; provided, however, that BNSF shall (i) not change its election more 

often than once every five years, and (ii) shall reimburse UP for any costs incurred by UP 

in connection with such changed election. UP may nol reverse a prior decision approving 



BNSF'S request for access lo a facility without either BNSF's consent or approval by the 

STB. 

5. If UP declines lo approve a BNSF request for access to any facility, and 

BNSF believes lhal UP has an insufficient or inappropriate reason lo decline access, 

BNSF may so notify UP, either in writing or by electronic communication, of the reasons 

why BNSF believes it is entitled to such access, and upon such notice, may seek an order 

from the STB finding lhal BNSF was entitled lo access to that facility. 

6. UP shall approve all such requests where, on the basis of all available 

inforn-iation, UP concludes lhat a particular facility was open lo service by both UP and SP, 

either directly or ihrough reciprocal switching, joint facilir, 'r other arrangements and by 

no other rail carrier, as of Seplember 25, 1995. if UP declines lo approve a BNSF request 

for access to any facility, UP shall provide as part of its notification lo BNSF a statement 

in wnting or ' electronic communication of its reasons and of the specific evidence 

supporting its determination that BNSF should not have access to the facility. A statement 

that UP lacks sufficient information to make a determination as lo whether a facility is a 2-

to-1 facility is not an adequate reason lo deny a BNSF request for access to a facility. At 

any time after UP's notiticalion, BNSF may reouest UP to reconsider its decision declining 

to approve BNSF's request for access. 

7. If BNSF transports traffic lo or from a shipper facility pursuant to paragraph 

1 above and it is later determined that BNSF is not entitled to access to that facility, 

BNSF shall compensate UP for the movement of such traffic as follows: If a joint through 

rate is available, then UP is entitled lo $3 per car mile for the loaded move from the 

applicable junction in the price document. If multiple junctions are available, BNSF 



receives its longest haul and UP receives $3 per car mile beyond lhat junction. If no )Oint 

through rate exists, BNSF receives its longest haul via junctions in existence between UP 

and BNSF, prior lo the date of UP control over SP, September 11,1996, and UP receives 

$3 per car mile beyond. UP must file a claim with BNSF to recover revenues under this 

seclion making reference cn the claim lo this section of the int 2-lo-1 Point Identification 

Protocol. 

8. BNSF and UP shall identify an individual or individuals within their respective 

organizations as the person or persons to whom all communications pursuant lo this 

.ocol shall be directed. 

9. The parties agree to submit any disputes under this protocol to the STB for 

resolution or, with the consent nf both parties, to arbitration, as described in the UP/BNSF 

Settlement Agreement dated September 25, 1995, as amended. 

AGREED TO AND ACCEPTED BY: 

UNION PACIFIC RAILROAD COMPANY 

)ate: CyyyyiA 

THE BUF^LINGTON NORTHERN AND 
SANTA FE RAILWAY COMPANY 

Date: Ju .^ z<, t^'^e 

GMJI.WJLL)M>IXWSI»;.IU?II£V w?t 
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EXHIBIT F 

LIST OF OVERHEAD TRACKAGE RIGHTS 

1. Westem Trackage Rights 

.A. VPISP shall grant BNSF Overhead I rackage Right.s on the tbiiowing lines: 

(a) SP's Valley Suhdi\ ision between MP 141.9 near Binney Junction. CA and 
Roseville. C.A in the vicinity of SP's Valley Subdivivion MP 106.6; and 

(b) ISP's Frt'sno Line between MP 136.2 in the vicinity of Elvas (Elvas 
Interlocking) and .MP 88.9 in the vicinit> of Stockton, C A.'l 

2. South Texas Trackage Rights 

A. UP/SP shall grant BNSF Overhead frackage Rights on the following lines: 

(a) SP's Port Lavaca Branch, between Placedo. TX in the vicinity r«"MP 14.2. 
and a point of build-in along said branch in the vicinity of MP 6.93 at 
Kame>-. TX; and 

(b) UP's line between Round Rock. TX . in the vicinity of UP's 
Austin Subdivision Milepost 161.79. and McNeil. TX . in the 
vicinity of UP's .Austin Subdivision Milepost 166.1. 

3. Eastem Texas - Louisiana Trackage Rights 

A. UP/SP shall grant BNSF Overhead Trackage Rights on UP's Beaumont 
Subdivision between MP 458.69 in the vicinity of Beaumont. TX and MP 377.98 
(Gulf Coast Junction) in the vicinity of Houston. TX. 

4. Additional Rights 

A. UP/SP shall grant BNSF Overhead Trackage Rights on SP"s Martinez 
Subdivision between approximately MP 2 in the vicinity of Oakland. CA and 
approximately MP 13 in the vicinity of Richmond, CA. 

5. Rights to Omnibus Points 

A. UP/SP shall grant BNSF Overhead Trackage Rights over I P SP's Jefferson City 
Subdivision between MP 34.8 near Pacific, MO and MP 43.8 near Labadie. MO. 

Sub ject to certain traffic restrictions. 



RED-LINED VERSION OF THE PROPOSED RESTATED AND AMENDED BNSF 
SETTLEMENT AGREEMENT 



07/25/01 

RESTATED AND AMENDED AGREE.MENT 

(original BNSP^^ttleincnt Agreement as modified 
by i H:st-iHHi4>eetHK44»ti|>f>{c»«efits) 

This Restated and .\mcndcd Agreement ("Agreement") is entered into this 25th 

day of Septe»>tH>rJuly. IW^200I , between Union Pacffa^4^>eration. Union Pacific Railroad 

ComptHW.-MissowH-^4fie T ^ r e ^ PAC II IC R.MLROAD COMP.ANY 

(collectively -referred to as "UP"), and Southem Pacific Rail Corporation,-Southcm~Pa€4fie 

Sotrt4>western R^lway Company-amL- SPCSL Corp.a Delaware corporation, and THE 

BL'RLINGTON NORTH LRN .AND SAN FA FE RAILWAY COMPANY ("BNSF"), a 

Dclaw arc corporation 

WITNESSETH: 

WHEREAS, UP and BNSF entered into an agreement dated September 25, 1995, as 

amended by supplemental agreements dated November 18, 1995, and June 27, 1996 (collectively 

rct'errcd to as '̂ SP^, the "1995 Agreement"), in connection w ith btHh-L'P and SP also-hereinafter 

referred to collectively as "UP/SP"), on the one hand, and Burlington Northem Railroad 

Con>pany-("BN") and The Atĉ HSOfr. -Topeka-amL Santa TH? R^iWy-CtMnpany-f'^SatHa-Fe^^ 

hereinafter et>Ueetive;>^ referred k> as "BNSF". on 4he-0thef hand, conceming the-prt>pesed's 

acquisition of Southem Pacific Rail Corporation t>y-UP—Acquisition-Corporation, and the 

re^uto>g^^>nwi0H-tKwtroLefUP-and-j»P pursuant to4hfc application pending before the-Jnt^fstate 

Commerce Commissionand its affiliates {"1C€SP") in Finance Docket No. 32760. Union Pacific 

Corporation, Union Pacific Railroad Company, and Missouri Pacific Railroad Company -

Control and Merger - Southem Pacific Rail Corporation. Southem Pacific Transpoilation 



£2n]B»yQyi_Si._ Loui s^c^ 

Gl^dg_W^.sigJlLR!i!lTt>^d Companvr; 

W HEREAS, the Surface Transportation Board ("STB") approved the common control 

and merger of L!P and SP in Decision No. 44 in Finance Docket No. 32760 Cserved August 12, 

1996) and in so doing imposed certain conditions on UP and SP, including, as modified by the 

STB, the April 18, 1996 settlement agreement amona._UEJNSF and the Chemical 

Manufacturers Association (the "CMA .A^reement'^ 

WHEREAS, as a part of its oversight of the UP SP merger in Finance Docket Nos. 

32760, 32760 (Sub-No. 21), and 3276() i^ub-Ne. 26), the- STB lias modified and clarified certain 

ofthe conditions it imposed in Decision No. 44; 

WHEREAS, UP and BNSF entered into a Term Sheet Agreement dated February 12, 

1998 (the "Temi Sl.cct Agreement"), pursuant to which L'P and BNSF agreed to the joint 

9>vnership of the line of rai Iroad btnween Daw es, TX and Avondale, LA, \\ liicli joint ou ncrship 

was effected by separate agreement dated September 1, 2000 (the "TX-LA Line Sale 

Agreenient"); 

WHEREAS, UP and BNSF have reached agreement with respect to the implementation 

ofthe conditions imposed by the SLB on the L'P SP merger, as modified and clarified, and 

certain other matters relating to their rights and obligations iiiiclcr the 1995 Agreement, the CMA 

Agreement, the l erni Sheet Agreement and the TX-LA Line Sale Agreement; and 

WHEREAS, UP and BNSF now wish to amend and restate the 1995^Agreement to 

incorporate the conditions imposed by the STJB^m the Ijp/§P ii,c CMA 

A^reement»_as modified^biLlhxJIBJ and the agreements they have reached relating to those 

conditions and other related matters. 



NOW. THE RE FORE, in consideration of their mut 

parties agree to amend and restate the 1995 Agrcepient as follows; 

ir-4iP4;P-amt SNSFthe 



DEFINITIONS 

Forpuqioses ofthis Agreement, the following definitions and temis shall apply: 

Shipper Facilities shall mean all existing or new shipper or receiver facilities, including 

transload facilities as well as rail car storage and car service and repair facilities not owned, 

leased or operated by UP. 

B.XSF and UP do not agree on the definition of "2-to-I" Points. 

BNSF Alternative: 

"2-to-r" Points shall mean all geographic locations that were commonly served by both 

UP and SP, vvhether via dimct service pr via reciprocal switching, joint facility pr^ptber 

arrangemen'.s, and no other railroad w hen the 1995 Agreement was executed, regardless of how 

long before such date shippers or receivers at a geographic location ma\ have shipped or 

receiv ed any traffic via UP or SP, or vvhether any shippers or receivers at a geographic location 

were open to or served by both UP and SP prior to September 25, 1995. Such points include, 

vvithout limitation, the points listed in Section 8(i) of and on Exhibit A to this Agreement. Six-

digit Standard Point Location Codes ("SPLCs"), in effect on September 25, 1995, shall be used 

to identify geographic locations that qualify as "2-to-L" Points, and such locations shall be 

deemed lo include all areas within the switching limits ofthe locations as described in Section 

9(g) of this Agreement. 

UP Alternative: 

' ^ - to - l " Points shall mean all geographic locations at which at least one "2-to-l" Shipper 

Facility is located. Such points include, without limitation, the points listed in Section 8(i) of 

and on Exhibit A to this Agreement, Tlie boundaries for sû chĵ lj-tjp̂ r̂ ^̂ ^ to 

include all areas within the switching limits ofthe locations as described in Section 9(g) ofthis 

A £̂sment. 

i 



"2-to-r' Shipper Facilities shall mean all Shipper Facilities that were open to both UP 

and SP, whether via direct service or via reciprocal switching, joint facility or other 

arrangements, and no other railroad w hen the 1995 Agreement was executed, regardless of how 

long ago the shipper or receiver at that facility may have shipped or reeeived, or vvhether the 

shipper or receiver at that facility ever shipped or received, any traffic via either UP or SP. The 

"2-to-l Point Identification Protocol" between the parties attached hereto as Exhibit E shall 

govem the process for id(Mitifying "2-lo-l" Shipper Facilities open to BNSF as a result ofthe 

conditions imposed on the UP/SP merc.er. 

New Shipper Facilities shall mean: (i) existing Shipper Facilities constructing trackage 

for accessing rail service for the first time; and (ii) newly constructed rail-served Shipper 

Facilities, including Ngw. Trans.l.oad, Facilities. _Jjcw Shipper Facilities shall also mean 

previously-served Shipper Facilities that begin to ship by rail again where (i) there has been a 

change of OWIKM" or lessee, and (ii) the use ofthe facility;^ is actually differenLjiL nature and 

purpose from the facility's prior use (e.g., there has been a change in the type of products shipped 

from or received at the facility). New Shipper Facilities shall not include expansion^of pr 

additions to an existing rail-served Shipper Facility, but do include (I) Shipper Facilities which, 

on September 25, 1995, were being developed or b̂r which land had been acquired for that 

purpose in contemplation of receiving rail service by both UP and SP, and \,2) New Transload 

Facilities located after September 11, 1996, including those owned or operated by BNSF. 

Trackage Rights Lines shall mean the lines qv-er wl ich BNSF has been granted trackage 

rights pursuant to this Agreement but shall not include any other unes over which UP/SP grants 

BNSF trackage rights ("Overhead Trackage Rights") solely (i) to facilitate the parties' operation 

gvgr Trackage Rights ijnglfe,i i i j lQ j)emnt BNSF's pperation between a mutually-agreed upon 



BNSF junction point and points listed or described in Section 8(i) ofthis Agreement, or (iii) to 

pennit BNSF's operation between a mutually-agreed upon BNSF junction point and a build-

in build-out line pursuant to Sections 4(a), 6(c) and 8(1) of this Agreement. The mutually-agreed 

upon junction point will be selected vvLtb the objective of minimi/ing the operating 

inconvenience to L'P, consistent with ensuring that BNSF can provide competitive service. 

BNSF acknowledges that it shall not have the right tc serve any existing or New Shipper Facility 

on a line over which BNSF has been granted Overhead Trackage Rights unless such right is 

specified in this Agreement or in any agreement implementing the Overhead Trackage Rights or 

unless BNSF has the right tp ser>e a bMld^^ line on such^Pvgrhead Trackage Rights 

line purs'iant to tiie CMA Agreement or the conditions imppsed on the UP/SP merger. All 

Overhead Trackage Rights Lines, as ofU;i; d_atepf the executipa hereof, are lisMdjn Exhibit f j g 

this Agreement, which exhibit may be amended and replaced from time to time by a new exhibit 

signed and dated by the parties. New Shipper Facilities shall be deemed to beJlpn" a Trackage 

Rights Line if the facility is either (I) adjacent to a Trackage Rights Line or (2) adjacent to a 

spur, an industrial track, or a yard that is itself served by such Trackage Rights Line.^ New 

Shipper Facilities are not "on" a Trackage Rights Line i f they can he accessed only via a 49 

U.S.C. 10901 "line of railroad" which is not a Trackage Rights Line. 

B.\SF and UP do not agree on whether a definition of E.xisting Transload Facilities is 
necessary. B.XSF believes that such definition is necessary^ while UP believes otherwise. 

BNSF Alternative: 

Existing Transload Facilities shall mean a Shipper Facility, other than automotive or 

intermodal facilities or team tracks in existence pn September 25^ 1995 (i) that prpvides services 

to a single shipper/receiver or tp the general shipping public on a for-hire basis to ship or receive 

freight, including, but not limited to, iaciljligi^ Q 1 commpnly recpgnized transload sejvice 



prov iders, (ii) where freight is transferred from on railcar to another or from^png. n.^ 

another (short lemi incidental storage may also occur), (iii) leased, owned p^ cpniinupu§ly 

pperated by the same translpad operator for ... least twelve (12) months, (iv)_fin_vyhich 

improvements have been constructed that pemiit its use as a fansload operation, and (v) which 

incurs operating costs above and beyond the costs that vvould b<̂  incurred in^mviding direct rail 

service. 

BNSF and I P do not agree on the definition of Aew Transload Facility's. 

BNSF Alternative: 

N§W .Tiansload FgClMes shall mean a Shipper Facilitv other than automotive or 

intermodal facilities or team tracks (i) that provides serv ices to a single shipper receiver, or to the 

general shipping public onj i fpr:jnr£basis, tp ŝ^ or receiv e freight, including, but not limited 

to, facilities of commonly recognized transload serv ice providers, (ii) w here freight is transferred 

from one railcar to another or from one mode to another (shprtjemi incidental stor.ige n .ly also 

occur), (iii) that requires the constructipn of improvements to provide transloading serv ices, and 

(iv ) which incu.., operating costs above and beyond the costs that wpuld be incurred m providing 

direct rail service. By way of example, BNSF vvould not be able to constmct a truck transkiad 

facility adjacent to an exclusiyply served coal mine and then truck the coal a shon distance (e g., 

LOQ feet) from the mine to the facility. 

L'P Alternative: 

NfwJTransload Facilities shalj mean a Shipper Facility, other than automotive or 

intermodal facilities or team tracks (i) that ret^uires the cpnsJxuetmpf Him^vmK 

transloading serv ices, including, but not limited to. facilitiesjpf commonly recognized transload 

SStt^Omviders^ ( i i X w M r g J k ^ one railcar to another or from one mode 



to^JUiother (short tem-! incidental storage mav also occur), (iii) the operator of which has 49 

ownership of the product being transloaded, and (iv) vvhicli iucuis operating costs above and 

beyond the costs that vvpuld be incurred in prpviding direct rail service. By w ay pf example, 

BNSF vvpuld iipt be able to constmct a truck transload facility adjacent tp„an exclusively served 

coa! mine and then truck the coal a short distance (e.g. J M f e e t ) from the mine to the faciUtx 

L ^ Western Trackage Rights 

(a) a) UP/SP shall grant to BNSF trackage rights on the following hnes: 

• ' SP's lin between Denver, C^ioradoCO and Salt Lake City, 

UtahUT; 

• —UP's line between Salt Lake City^-Utah and Ogden. UtahUT; 

• —SP's line between Ogdeur-Utah and Little Mountain, Ut^hUT; 

' —UP's line between Salt Lake Cily^rUtah and Alazon, NevadaNY; 

• UP's and SP s lines between .Alazon and Weso. NevadaNV; 

• SP's line between Weso.-Nevada and Oakland, CaUfomiaCA via 

SP's line between Sacramento, CA and Oakland referred to as the "Cal-P" 

(subject to traffic resirictions as set forth in Section 1(g)); 

Qyjrhead Trackage Rights on SP^yjip^^between Binney Junction, CA and 

Roseville, CA in the vicinity of SP MP 106.0; 

BNSF and I P do not agree as to whether BASF's trackage rights over SP's line 
between Elvas (Elvas IrterlockingJ and Stockton, CA sitould be Overhead Trackage Rights. 

BNSF Alternative: 

• SP's line between Elvas (Elvas Interlocking) and Stockton, CA (siibject to 

traffic restrictions as set forth in Section 1(g) and also excluding any trains 

s 



moving over the lire between Bieber and Keddie, CA purchased by BNSF 

pursuant to Section 2(ajLpf ihis Agreenient), 

LP .Alternative: 

• Overhead Trackage Rights on SP's line between Elvas (Elvas 

Interlocking) and Stockton, CA (subjggtjgj^^^^ as set forth 

in Section 1(g) and also excluding any trains moving over the line between 

Bieber and Keddie, C.A purchased by BN'SF pursuant to Section 2(a) of 

this Agreement); 

! • l-'P's line between w eso. Nevada and Stockton. CalifomiaCA; and 

• ' SP's line between Oakland and San Jose. CalifomiaCA. 

(b) The trackage rights gr..nted under this section shall be bridge rights for the 

movement of overhead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-to-l" slHp.»e^-foc4;mesShipper Facilities and Existing 

Transload Facilities at points listed on Exhibit A to this Agreement, (i; i any existinu or future 

tfaft&tead«>g^4htyNew Shipper Facilities lpcMM.suJmea«fflt^^ of 

SP at points listed on Fxhibit .A to this Agreement, and (iii) any new^hipptf feedrty-teeated 

subsequont to UP's acquisition of control of SP nt pointr. Iir.ip.4^t^f(.4j-^^t>n,^ tt^jg Agreement 

(including httt Hot44«wteti4o sitnations-whefe. when the- Ajin^emont wae signe-d^a^hipper facility 

reeeiving rail service by both UP and SP). and (iv) any-n^ shipper facility located^H+bseqtnmf4G 

UP's acquisition of control of SP at points other than tlipse listed on Exhibit A to this Agreement 

(«xe©pt4^i©4i«eNev. Shipper Facilities located subsequent to UP's acquisition of control of SP on 

the Trackage Rights Lines;̂ ^{lJP Alternative i f BNSF's trackage rights between Elvas (Elvas 



Interlocking) and Stockton), CA are Overhead Trackage Rights: PROMDED, 

HOW E\ ER, that BNSF shall have the right to serve Willamette Industries at Elk (irove, 

CA and Southdown Cement at Polk, C A.| BNSF shall also have the right to establish and 

exclusively serve intemiodal and auto facilities at points listed on Exhibit A to this Agreement 

and at points ident fied or described in Section 8(i) of this Agreement. BNSF shall also receive 

the right to intcrcliavige vvith : the BHP Nevada NortliemRaiIroad Company at Shafier. NV; with 

the Utah Railway Company at tlie l'tah Railway Junction. UT ;̂ Grand Jur;.iion, CO; and Provo. 

L'T; wit4vthe Utah Central Railway Company at Ogden;-UT; and with the Salt Lake, Garfield anrl 

Westem al Salt Lake City. UT; and the Salt Lake City^Southern Railroad Company at Salt Lake 

Citv. BNSF shall also receive the right to utilize in common with L P SP, for normal and 

customary charges. SP's soda ash tfanskHniTransload fet^fitiesFacilities in Ogden and Salt Lake 

City. BNSF shall also have the right to access any shipper-pwned soda ash tfa«sk>ad fransload 

feetUtiesFacililies m Ogden and Salt Lake City and to establish its own soda ash transload 

faeUrtiesNew Transload Facilities along tiie tfaekage^^^graHte4-tHHiet^4iHs-seet^Pft^Trackage 

Rights Lines. For purposes of this .Agreement, "2 to I shipper fk:44HK.s'-^iiiafT-meart ^ \ 

indnstries that were open to both UP and SP—whether via direct-service or via 4^^eeal 

switching, joint facility or other arrangements, and no other railroad ^lien-the^Agfe ment-was 

executed, regardless of how long ago a shipper mayBNSF shall have shipped.-or whetlnn- a 

slnppef ever shipped, any traffic via either UP or SP. Also for purposes ofthis Agreement, "new 

shipper facility" does not include expansion of or additions to an existing facilityrthe same access 

as UP to all "2-to-l" Shipper Facilities. and^itodl'„Epjnts,bcLwpe^^^^ 



(c) 64 Ac^^sfr to+nd«stri€*^al-poimsAccess tP Shipper Facilities at ppints listed 

pn Exhibit A to this Agreement open to BNSF shall bo direct or through reciprocal switchr-^>J«w 

customers locating at points open 4o BNSF ̂ mder this Agreenient shall he open to both UP/SP 

ami BNSF, or, vvith L'P/SP's prior agreenient, through a third part\ contractor. Access to New 

Shipper Facilities open to BNSF on the Trackage Rights lines shall be (i) direct; (ii) with 

UP/SP's prior agreenient, through haulage for the shortest period of time iiecessar>' to allow 

BNSJLtP establish its own direct operating access after initiating service to a New Shipper 

Facility, but not to exceed the later to occur of 90 days or the date upon vvhich UP completes the 

construction of and accepts for service any connections, sidings or other support facilities to be 

paid for by BNSF that UP is then obligated to construct pursuant to this Agreement or the 

trackage rights agreements >l̂ ecuted jturjuailt Jp^Jppli^^ Agreenient; (iii) w ith 

UP/SP's prior agreement, reciprocal svvitching where, at the time BNSF service is to commence. 

UP/SP already provides reciprocal switching on the portjpn of the Trackage Rights Line upon 

vvhich the tumout to the facility is to be located; or (iy) with UP SP's prior agreenient, the use of 

a third party contractor; PROVIDED, HOWEVER, that it shall be L'P SP's §pledecisipnyvjethe.r 

BNSF's service will be prpvided by either haulage or reciprocal switching; and PROVIDED, 

FURTHER, that in no case shall UP/SP be required to initiate any new local service or increase 

its level of service to accommodate the level of service proposed by BNSF. New Shipper 

Facilities open tP BNSF under this Agreement shall be ppen tp both UP/SP and BNSF, subject to 

the tenns of Section 9(c)(v) of this Agreement. The geographic limits within which (ix) new 

slHppef4;iedrtie&^aHd-fa4we-4ranstoading facilitiesNew Shipper Facilities shall be ppen tP BNSF 

service at points listed on Exhibit A to this Agreement and (iiy) BNSF shall have the right to 

establish and exclusively sene intennodal and auto facilities at points listed in_Jection 8(i) of 



and on Exhibit .A to this .Agreement; shall generally correspond to the territor>' within vvhich. 

prior to the merger of UP and SP, a new custoniershipper pr receiver cpuld have cpiislructed a 

facility that vvould have been open to service by both UP and SP either directly or through 

reciprocal switch. Where switching districts have been established-they, such districts (as 

described in Section 9(g)) shall be presumed to establish these geographic limitations. 

(dj 4) FortyAt least forty-five (45) days before initiating service to (i) a 

eustomePiShipper Facility open to BNSF must elect vvhether its service shall be at a point listed 

or described on Exhibit A to or in Section 8(i) direetof this Agreement, or (ii) thmimh reciproeal 

sw4tc4iany Kgv^ Shipper Facility on a Trackage Rights Line. oi^BNSF jshalljiotily iJP„_pf j 

election, subject to Section l(iHc) wrthabove, ofthe manner by vvhich it proposes such service be 

provided and the specifics of its operaiing plan ov er L'P/SP trackage WjthjjLLbiirty (30) days pf 

its receipt of BNSF's pHor-agfee^«e^«proposed operating plan, using-* tliifd pafty-c^>mrae4o^4o 

p^foBvi^-switt4ii«gh4tM-itse4fTiP shall npufy BNSF of its approval or botlv rarlroadsdisappipyal pf 

BNSF's plan. UPĴ s approval of such plan shall not be unreasonably withheld. In the event UP 

disapprove? pf BNSE'sprpppsed plan, UP shall prpvide an explanation in writing to BNSF of its 

reasons for disapproval, and L'P shall propose an alternative operating plan lhat would be 

acceptable to UP and also be no more onerous than the operating plan that UP vvould establish 

for service provided by UP. I f UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in writing and shall be no more onerous than UP 

vvould establish for service provided by UP. BNSF shall have the right, upon one hundred eighty 

(180) da}.,' prior written notice to UPSP, to change ii3 election; providedPROVIDED. 

bt>v,:eveFHOWEVER, that BNSF shall (*>-not change itsany such election more often than once 



ever>' five (5) years-and-4y)- BNSF shall reimburse UP/SP for any costs incurred by UP'SP in 

connection with s«€4iaiiy changed election. 

(e) e) For Reno area intemiodal traffic, BNSF may use SP-'s intemiodal ramp at 

SparkSj NV with UP/SP providing intermodal temiinal services to BNSF for nomial and 

customary charges. I f expansion of thisSP's Sparks intennodal facility is required to 

accommodate the combined needs of L'P/SP and BNSF. then the parties shall share in the cost of 

such expansion on a pro rata basis allocated on the basis of the relative number of lifts for each 

party in the 12-month period preceding the date construction begins. If for any reason UP/SP 

vacates its Sparks intermodal facility,,^BNSF, (i) may vacate the facility and independently 

establish one of its own, or (ii) shall he pemiitted by UP/SP to continue to occupy the Sparks 

lagiiity upon entry into an agreement vvith-UP/SP.cpntaining normal and customary temis and 

conditions (including, vvithout limitation, rental) for the use of similar facilities. If UP elects to 

offerJhe SpaTk§jntemiodal ramp properly for sale to a third pari} aiul or^recejyes aiipffer.UP is 

willing to accept, UP w ill ptTer tP sell the property lo BNSF on the same temis and conditions as 

aK̂  applicaole lo the third parly. BNSF shall have thirty (30) days in which to adviseJJP 

whether or not it will buy the property on those temis. In the event BNSF declines to buy the 

properly on those .cmis or fails to advise UP of its intentions witiun thirty (.̂ >0) days, BNSF's 

right of first refusal will be extinguished, and UCAw t̂j' sell the propertv lo the third party. BNSF 

will then be re<iuired to vacate the property vv ithin six (6) months, and UP's obligation to 'uniish 

BNSF with intermodal terminal services and access tp^^^UP intermodal facility in the 

Spark§/lRenp area w i 11 bê ê xti ngULshed. 



(0 f) Except as beFeinafterothenvise herein provided, the trackage nghts and 

access nghts granted pursuant lo this section shall be lor rail traffic of all kinds, carload and 

intemiodal, for all commodities. 

g) On SP'BNSF may operate only the following trains on SP's "Cal-P" line 

between Weso and^Oaklainf^ia-tii^-^^CaW^ 

and Oakland: (i) intennodal t fHin^-4novmg4>etwee iM^West^^ iK^^ or Keddie and 

pok«*^iort l iH«id4y)-Oal4amLa«d^^ 

aFe~6omprtsedand aulomolive trains composed of over ninety percent (90%) muhi-level 

automobile equipment and or fiat cars canning trailers and containers in single or double stack 

configuration and (ii) one overhead through manifest train of carload busmess per day in each 

direction. MamfestThese BNSF manitesl trains shaUmay be either 1-5 Cpmopr prX^tUral 

Cpn-idor trains. On the Donner Pass line between Sacramento and Weso, BNSF may operate 

only intennodal and automotive trains as described in clause (i) and one overhead through 

manifest tram of carioad business and̂ *l>aWper day in each direction. The manifest trams must 

be equipped with adequate motive power to achieve the same horsepower per irailing ion as 

comparable L'P/SP manifest trams. Helper* shalTriotT>^^^mks^ may use helpers on 

these trains only i f comparable UP/SP manifest trains use helpers in wlitelv êas*?, BNSF warns 

ma^45^t>perated-mmusl prov.de the-sam^4itsWi>Fovided~tliat4iNSF^4wH^ 

helper serv ire. l ^ F - m a y ^ - u t t U ^ i e ^ « - P ^ ^ o n e ^ i v movme-ti> or 

jWCM.4and v.a.4;eddie « i d - ^ b e f H > f e v i d ^ H « y - ^ v .>fHM.«e one 

»wmfest-tfatnAky4n^aaeh-dtfeet40H^ia the "Cal P" regardless of wlierc^^4r^^ .wtWKrte* .>r 

termmates^The >^rement-to use helpers doesrestrictions set forth in this sec.on do not ..pply 

to mevewent-overlocal trainoerymg Shipper Facilities to vvhich SNSF" has acces* on the -̂ -̂al-P 



identified lines, and such trains shall not be considered in determining whether BNSF is in 

compliance with such restrictions'- I f UP grants its prior concunence, BNSF's overhead 

through manifest trains shall be allowed to set out and pick up traffic to or from intemiediate 

points on the identified lines. 

(h) h) At BNSFsBNSF's request, L'P/SP shall provide train and engine crews 

and required support personnel and services in accordance with UP/SP's operating practices 

necessary to handle BNSF trains moving between Salt Lake City and Oakland. L'P/SP shall be 

reimbursed for providing such employees on a cost plus reasonable additives basis and for any 

ircremenlal cost associated with prov iding employees such as lodging or crew transportation 

expense. BNSF must also give UP/SP reasonable advance notice of its need for employees in 

order to allow L'P SP lime lo have adequate trained crews available. All L'P SP employees 

engaged in or connected widi the operat: .n of BNSF's trains shall, solely for purposes of 

standard joint facility liability, he deemed lo be "sole employees" of BNSF. If UP/SP adds to its 

labor force to comply with a request or requests from BNSF to provide employees, then BNSF 

shall be responsible for any labor protection, guarantees or reserve board payments for such 

incremental employees resulting from any change in BNSF operations or traf fic levels. 

(i) i) UP/SP agree t)iat their affiliate Central Califomia fraction Company shall 

be managed and operafed so as to provide BNSF non-discriminatory access to industries on its 

line on the same and no less favorable basis as provided UP and SP. 

(j) If BNSF desires to operate domestic high cube double stacks over Donner 

Pass, then BNSF shall be responsible to pay for the cost of achieving required clearances. UP/SP 

shall pay BNSF one-half of the original cost of any such work funded by BNSF (including per 

Mjiumjnterest thereon calculated in accprdaiice w ith sjectipo 9Xe)(vj pf this Agreement) if UP/SP 



iubsequenllv decides tp begin moving domestic high cube double stacks over this rout:-. If 

UP/SP initiates and funds the clearance program, then BNSF shall pay one half of the original 

cost (includirj; per annum interest thercpn calculated in accordance vvith section 9(c)(v) of this 

Agreement) ai such lime as BNSF begins to use the line for domestic high cube double slacks. 

(t;) \iy BNSF agrees to waive its right under Section 9 ofthe Agreenient dated 

Apnl 13. 1995, and agreements implementing that agreement to renegotiate certain 

compensation tenns of such agreement in the event of a merger, consolidation or common 

control of SP by UP. BNSF also agrees to waive any restrictions on assignment in the 1990 BN-

SP agreenient covi ring trackage rights between Kansas City and Chicago. 

2. L:5Cĵ !T«<Lor 

(a) af- UPSP siiall sel! to BNSF LP s line between Bieber and Keddie. 

CalifomtaCA. UP SP shall retain the nght to use the portion of this line between MP 0 and MP 

2 fbr the niiipose of turning equipment. U '/SP shall pay BNSF a nomial and customary 

trackage rights cha. ge fp*- this nght. 

^) BNSF shall grant UP/SP overhead trackage rigiits on BN's line between 

Chemuit and Bend, Oreg;onOR for rail traffic of all kinds, carload and intermodal. for ai! 

commodities. 

(c) c) The parties will, under the procedures established Section 9(f) ofthis 

Agreement, esta!)lish a proportional rate agreement incorporating the temis ofthe "Term Sheet 

for UP/SP-BNSF Proportional Rale Agreement Covering I : Corridor" attached hereto as 

Exhibit B. 

3. 2h Southern California Acctas 

(a) a) UP ,>P shall grant access t'-v BNSF to serve all "2-to-l" sWpperShippgr 

feeTitiesFacilities in Southern California at the points listed on Exhibit A to this Agreement. 
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(b) I'P SP shall grant lo BNSF trackage rights on the following lines: 

S ^) UP/SP shall grant BNSF overhead trackage nghts on UP's line 

between Riv erside and Ontario. CA for the sole purpose ^-moving-ri i l 

traffic of all kwds; Cxtfk>atl; and intennodal, for all commodities tf '^-to~ 

4̂ ^̂ -slHppjr facilities^tOmarior 

• e) LJR/SP~^4iall grant BNSF overhead trackage nghts on UP's line 

Ikmibetween Basta. C.A toand Fullerton and LaliabraLa Habra. CATof-the 

sole-ptnfK-)se of moving rail traffic of^alTk4nds.-€^load and mtemiodal, to 

"2-to-l" shipper facilities at Fullerton and LaHabra. 

(c) d) The trackage rights granted under this section shall be bridge rights for the 

movement of overhead traiiic only, except 'or the local access specified herein. BNSF shall 

receive access on such lines only lo (i) "2-to-l" sliippei kK-HliHesShipper Facilities and Existing 

Transload Facilities al points listed on Exhibit .A lo this .Agreement, (ii) any existing or fntwe 

transloading facdrtj'New Shipper Facility I cated subsequent to UP'i acquisition of control of SP 

at ,.its listed on Exhibit A lo this Agreenient. and (iii) any WAV-^liipper-focUHj^Toeated 

s tt»s€ ..uent̂  to-L^PVacH^inisition^-eomroLoTSP^at poi'ite 

(fnekiding^but not limited to situations where, when tke^AgFeeffi€4it was-signed^it-slHppeF-fac4lity 

was being deve4oped-^F-kmd had 4KtJH-aeqtiifeti To<̂  4liat-purpose, with the co;itemplatHH>^ o f 

receiving rail semc-e-Wfeotk4JR^HL^P)an> New Shioper Facility located subsequent lo UP's 

acquisition of contiol of ̂ P on the Trackage Rights L ine: B> SF shall also have the righ« to 

establish and exclusively serve intemiodal and auto facilities at points listed on Rxhibit A lo this 

Agreement and at points identified ctr described in Secfion 8(i) cf this Agreement. 

11 



(d) e) Access to irnkistFiesShipper Facilities at points listed on Exhibit A to this 

Agreement open to BNSF shall be direct or through reciprocal switch. New customers locating 

at points, or, with L'P SP's prior agreement, through a third party contractor. Access to New 

Shipper Facilities open to BNSF o.. the frackage Rights Lines shall be (i) direct, (ii) with 

UP SP's prior agreenient, through haulage for the shortest period of time necessary to allow 

BNSF I .stablish its own direct operating access after iniliatintz sr.-̂ .ice to a Npw^Shipper 

Facility, but not to exceed the later to occur of 90 days oi ;he date upon which UP completes the 

constmction of and accepts for service any connections, sidings or other support facilit.cs to be 

paid for by BN^LiiiaL U £ is then obligated lo construct pursuant to this Agreement or ifie 

trackage righis agrcemenis executed pursuant to Section 9(1) of this Agreenient; (iii) with 

UP/SP'-. pnor agreement, reciprocal sw itching where, al the lime BNSFiiervice is lo commence, 

UP/SP already provides reciprocal svvitching on the portion of the Trackage Rights Line upon 

w hich lhe tumout to the facility i? to be located; i : iyi^wjth UE/SFs agreement the use of 

a third party contractor; PROVIDED, HOWEVER, lhat it shall be UP/SP's sole decision whether 

BNSFs service vvill be prov ided by either haulage or reciprpcal switching; and PROVIDED, 

FURTHER, lhal in no case shall UP SP be required lo initiate any new local service or increase 

its level of service to accommodate the level of service proposed by BNSF. New Shipper 

Facilities open to BNSF under this Agreenient shall be open lo both UP SP and BNSF. subject to 

the tenns of Section 9(c)(v) ol this Agreement. 1 he geographic limits wiihin vvhich (i) new 

sfiippe-r faHlrtie:>-and--fti4nfe^-transloading-4aef^ New Shipper Facilities shall be open lo 

BNSF service a; points listed on Exhibit A tp this Agreement and (iiy) BNSF shall have the right 

tp establish and exclusively serve intermodal and auto facilities at points listed on Exhibit A to 

this Agre^ment^in Section 8(i) of and on Exhibit A to this Agreement shall generally conespond 

i i 



to the teniiorv' within which, prior lo the merger of L'P and SP. a new e^istomefshipper gr 

receiver could have constructed a iacility that would have been open to service by both UP anil 

SP ei her u ••ectly or throagh reciprocal switch. Where sv itching districts have been established. 

lV,'such districts (as describeu in Section 9(g)) shall be presumed to establish these geographic 

limiU;tions. 

(e) 0 BNSF shall grant UP/SP overhead trackage rights on Santa Fe s line 

between Barslow (including both legs of the 'vye) and Mojave. Cxdifomia for rail traffie-oT^ 

kinds ,̂̂ ?ark>adxtmLinlemiodal for-alLc^miodilies.CA. 

(t) Except as otherw ise provided herein, the trackage rightsjndjLCcess rights granted 

pursuant to this seclion shall be for rail tralfic of all kinds, carload and intemiodaL._tpr j d l 

commodities. 

(o) JP/SP shall work vvith BNSF to facilita'e access by BNSF to the Ports of 

Los Angeles and Long Beach, CA. Other lhan as legally precluded. VP/SP shall (a) extend the 

temi o f the presem agreement dated Noveniber 21. 1981. to continue until completio.i of 

Alameda Corridor, (b) amend lhat agreement lo apply to all carload and intennodal traffic, and 

(c) gn.nt BNSF the right to invoke such agreement to provide loop service ulilizi.ig UP's and 

Santa Fe's lines to the Pcrts at BNSF's option lo allow tor additional operating capacity. 

UP/SP's commitment is subject to available capacity. Any incremental capacity related projects 

necessary to accom iiodate BNSF traf fic shall be the sole responsibility of BNSF. 

(h) Forty At lea.<;t forty-five (45) days before initiating service to (i) a 

customer̂  p«m«w4Shipper Facility open to Sections 3a and 3b, BNSF must elect whether its 

service shall bo at a point listed^pr described pn Exhibit A tp pr i direetof this 

AgrgetDgatvJLr (ii) throHgl^ reciprocal switchany New Shipper Facility pn a Trackage Rights 

12 



Line, or BNSF shall notify UP of its election, subject to Section 3(iHd)~witb above, ofthe manner 

b} vv hich it proposes such service be prov ided and the specifics pf its pperaiingplan pver UP/SP 

trackage. Within thirty (30) days of its receipt of BNSF's prior agreementproposed operating 

plan, using a third parly-eontractor to perfomi switching for-itselfUP shall notify BNSF of its 

approval or both f*;,ioadsdisapproval of BNSF's plan, UP's approval of such plan shall not be 

unreasonably withheld. In the event UP disapproves of BNSF's proposed plan, UP shall provide 

an explanation in writing to BNSF of its reason|JfpL,disapproval, and L'P shall propose an 

altemative operating plan that would be acceptaiL to UP and also be no more onerous than the 

operating plan that UP would establish for service prpvided b^iJP. _ I f UP^pprpves^.BNSF!s 

plan but establishes conditions on that approval, those conditions shall be sel forth in writing and 

shall be no more onerous lhanUl£ would establish fpLservjceprpvided by UP. BNSF shall have 

the nght, upon one hundred eighty (180) days' prior written notice to UP/SP, lo change its 

election; pRmde<lPRO\ IDED. howev arHOWEVER that BNSF shall not change ftsany such 

election more often than once every five (5) years and (y). BNSF shall reimburse UP/SP for any 

cosls incuned by UP SP in connection vvith sueliany changed election. 

4. 4-. South l exas Trackage Rights and Purchase 

(a) a) UP/SP shall grant to BNSF trackage rights on the following lines: 

• • LJP's line between Ajax and San Antonio, TX; 

• • UP's line between HoustPn (Algoa) and Brownsville, TX (wiih 

parity and equal access to the Mc.ican border crossing at Brownsville); 

• • UP's line between Odem and Corpus Christi, TX; 

• • UP's line between Ajax and Sealy, TX; 
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• SP's line between San Antonio and Eagle Pass, TX (with parity 

and equal access to the Mexican border crossing at Eagle Pass); 

• SPUP's line between MPCraig OJunction and MP 12.6 for ti.â ^ole 

purpose pf -serv ing the City Public Service of San Antonio-plams-at 

Elmendorf. TX; SP Junction,.jrX_ (Tower 112) via 

Track Np, 2 through Fratj, I X i 

S O lineMween SP Junction (TowerJ12) and Elmendorf, TX; 

• Ov erhead Trackage Rights pn SP's Port Lavaca Branch, between 

Placedo. TX. and Port Lavaca, TX, for the-sole purpose of reaching a 

point of build-in/build-o it to/from Union Carbide Corporation's ("UCC") 

facility at North Seadrift, Tv. UP/SP shall pennit BN/Santa Fe or UCC to 

constnict and connect to the Port Lavaca Branch, al their expense, a build-

in/'build-out lin;.\ BN/Sant-i Fe or L'CC shall have the right to purchase for 

net liquidation value all or any part pf the Port Lavaca Branch that UP SP 

may abandon; 

• UP's line between Kerr (connection to Georgetown RR) and 

Ta> lor, TX; 

Overhead Trackage Rights on UP's line between Round Rock and 

MpNgil. TX for the puiBPse^pTJoterchanging yot l i ,^^^ Metro 

Transit Authority, its successors or agent; 

• UP's line .letween Temple and Waco, TX; 

• UP's line between Temple and Taylor, TX; 

' UP's line between Taylor and Smithvi!le,TX; and 



• •— —SP's line betw een EI Paso and Siena Blanca, TX. 

(b) b) The trackage righ's granted under this section shall be bridge rights for the 

movement of overhead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-lo-l" slHppeF^TacilitiesShipper Facilities and Existing 

Transload Facilities at points listed on Exhibit A lO this Agreenient and the Elmendorf facilities 

of the City Public Service Board of San Antonio, TX ("CPSB"), (ii) any extsting-or future 

tfansloadlng-fae+lityNew Shipper Facility located subsequent to UP's acquisition of control of SP 

at points listed on Exhibit .A to this Agreenient, and (iii) any new shipper 4ac4Uty- located 

subse^^uent-to UP's acquisitioH-t>f-contfol-of SP-a^points listed on fedwlm A-tothis Agreeme-nt 

(Inckiding^Hit- wL limited to situations where, when the Agreement was signedr^t-sliipper facility 

was heiiig dcveloped-OF-lan4 had-been -̂aeqwred -̂tof that f/urpose. with-the- coHie4iiplttt4on-of 

receiving^faiLsefv4€e4>y4H>tJi4J^and SP^and (iv) any ncvN^slHppeî 4ac-tlity4oeated îbseqHent-te 

L^'s acquisftiotfof contridof SP^ {lOHitŝ o hê^ than those listed-on Exhibit A to this Agreement 

en-SP-owne-d-the lines listed^m-Sec440H-4aNew Shipper Facility located subsequent to UP's 

acquisition of control pl" SP on the frackage Righis Lines. BNSF shall also have the nght to 

establish and exclusively serve intemiodal and auto facilities at points listed on Exhibit A to this 

Agreement and at points identified oi described in Seclion 8(i) ofthis Agreement. BNSF shall 

also have the right to inl.Tchange wilh-fw>-: the Tex-MexTexas Mexican Railway Company at 

Corpus Christi and Robstown, (^TX; the Georgetown Railroad al Ken,; Transportacipn 

Ferrpviaria Mexicana (y"TrM")4he FNM at Brpvvnsville (Matainoros. Mexico)-and; Fenocarril 

MpxicanpX'FXJi!^ at Eagle Pasŝ ; and (z) at Elgin, the pperator of SP's fomier line between 

Giddings and Llano should service be reinstituted^n-that line-to Elginat McNejU'j^. BNSF's 

access and interchange rights at Corpus Christi and Brpvvnsville shall be at least as favprablc as 



SP has-ewremly had on September 25, 1995. BNSF shall have direct access to the Port of 

Brownsville, the Brownsville and Rio Grande International Railroad, and the FNMfFM. BNSF 

shalUhave-the 44ght4o purchase fair market valucUP will designate a yard at̂  Brownsville 4o 

s«pport—tfaci<age-rights-operations.in Brpvvnsville for sale to BNSF at such time as BNSF 

establishes its (n\n irackagc righis operations into Brownsv ilL and al such lime as the conrection 

between UP and SP as a pait of lhe Brownsville relocation project is completed. In the event 

UP/SP detemiines to cease pperatipns in the SP East Yard al San Antpnio, T.X, UP SP will give 

first consideration to BNSF for taking over operation of ihe East Yard pursuant to a mutually-

agreeable anangement. 

(c) e) Access to-wdnstries at pointsAccess to Shipper Facilities at points listed 

on Exhibit A lo this Agreement open lo BNSF shall be direct or through reciprocal swilchr New 

ettstomers 4o€ îtfHg at points, or, w ith UP/SP's prior agreenient, through a third party contractor. 

Access lo New Shipper Facilities ppeiypJBNSEpnJhc frackage Right§ Lines shall be.UJ 

(ii) vvith UP/SP's pripr agreement, through haulage for the shortest period of time necessary to 

ajlpvv BNSF tP establish its own diieel operaiing access after initialing service to a New Shijjper 

Facility, but not lo exceed the later to occur of 90 days or the date upon which UP completes the 

construction of and accepts for serv ice any connecti ns, sidings or other support facilities to be 

paid for by BNSl lhal L'P is then obligated lo conslrucl pursuant to this Agreenient or the 

trackage righis agreements executed pursuant lo Section 9(f) of this Agreenient; (iii) wilh 

UP/SP's prior agreenient, reciprocal switching where, at the time BNSF service is to commence, 

UP/SP already prpvijes Icciprpcjl jvyijtching on̂^̂^̂^ of the Trackage Rights Line upon 

which the tumout to the facility is to be located; prCiv) with UP/SP '̂? prior agreem'"'*, the use^ 

a third party contractpr; PROVIDED, HOWEVER^^uiat it shall be UP/SP's splejecisipn whether 
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BNSF's service will be provided by either haulage or reciprocal switching; and PRO\'lDED, 

FURTHER, that in no case shall UP SP be required to initiate any new local serv ice or increase 

it.> level of service to accommodate the level ot service proposed by BNSF. New Shipper 

Facilities open to BNSF under this .Agreement shall be open to both UP/SP and SNSFBNSF, 

subject to Section 9(c)(v) of this Agreement. The geographic limits within which (ix) new 

slnppeFTacilities and future transloading facilitiesNew Shipper Facilities shall be open to BNSF 

serv ice at points listed on Exhibit .A to this Agreement and (HV) BNSF shall have the right to 

establish and exclusively serve intemiodal and auto facilities at points listed in Section 8(i) of 

and on Exhibit A lo tliis Agreenienu shall generally conespond to the teniiorv wiihin which, 

prior lo the merger of UP and SP, a new e-«stomershipper or receiver could have constructed a 

facility that would have been open lo .service by both L'P and SP either direcllv or Ihrough 

reciprocal switch. Where svvitching distncts have been established-they, such distncts (as 

described in Sectipn 9(g)) shall be presumed to establish these geographic limitations. 

(d) d) FortyAt least forty-five (45) days before initiating service lo (i) a 

customer.Shipper Facility open lo BNSF mus» ek^-wl̂ etlle^=-fts-seFv4ce*balL4>e-at aj>Pint listed 

or described on Exhibit A lo or in Section 8(i) direetof this Agreenient, or (ii) through reciprocal 

switehany New Shipper Facility on a I rack ge Righis Line, ©i^BNSF shall notify UP of its 

election, subject to Section 4(fHc) wrthabove, of the manner by vvhich il proposes auch service be 

prpvided and the specifics of its operating plan over UP/SP trackage. Within thirty (30) days of 

its receipt of BNSF's prior agreementproposed operating plan, using^xj-tliird~party-eontra€4or-4o 

perfomi switehing-for itseltUP shaU notify BNSF pf its approval or both railroadsdisapproval of 

BNSF's plan. UP's approval of such plan shaljjlPt be unreasonably withheld. In the event UP 

disapproves of BNSF's proposed pl^n, UP shall provjide an explanation in_wrjting_tp BNSF of its 



reaspns for disapproval, and UP shall propose an alternative operating plan that would be 

acceptable to UP and also be no more onerous than the pperatiiig plan that UP wpuld estabhsh 

for service provided by UP. If UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be set forth in writing and shall be no more onerous than UP 

would establish for service provided by L'P. BNSF shall have the right, upon one hundred eighty 

(180) days' prior written notice to UPSP, lo change its election; providedPROVlDED, 

howeverHOWEVER, lhal BNSF shall (x)-nol change itsany such election more often than once 

every five (5) years and (y). BNSF shall reimburse UP SP for any costs incuned by UP/SP in 

connection wilh suehany changed election. 

(e) e) TheExcept as othenvise provided herein, the trackage righis and access 

righis granted pursuant to this seclion shall be for rail traffic of all kinds, carload and intennodal, 

for all commodities. 

(0 f) 111 lieu of BNSF's conducting actual trackage nghts operations between 

Houston, Corpus Christi, Harlingen and Brownsville, TX (including FNMTFM interchange). 

UP/SP agrees, upcn request by BNSF, to handle BNSF's business on a haulage basis for the fee 

called for by Section 8j(ni) of this Agreement. UP/SP shall accept, handle, switch and deliver 

traffic moving under haulage without any discrimination in promptness, qual tv of service, or 

efficiency in favor of comparable traffic moving in UP/SP's account. 

(g) ^ UP/SP shall sell to BNSF UP's line between Dallas and Waxahachie, TX 

with UP retaining trackage rights to exclusively sene local industries on the Dallas-Waxahachie 

line. 

(h) h) Upon the effectiveness of the trackage rights to Eagle Pass under this 

section, BNSF's right to obtain haulage services from UP/SP to and frpm Eagle Pass pursuant tp 



the agreenient between PNSF and SP dated April 13. 1995 and subsequent haulage agreement 

between thp.se parties shall HP Ipiiger apply, prpvided BNSF shall cpntinue tp have the right tp 

use trackage at or near Eagle Pass as specified in that agreement for use in connection with 

trackage rights under this Agreenient. 

L ^. Eastern Texas - Louisiana Trackage R^igh^ts^ajjd^urch^ 

(a) a) UP/SP shall grant to BNSF tra ;kage nghts on the follow ing lines: 

2 ' SP's line between Houston.̂ Fe t̂as and lowa Junction in Louisiana, 

which trackage rights have been amended by the Term Sheet Agreenient 

and the TX-LA Line Sale Agreenient implementing UP's and BNSE_'s 

joint ownership of SP's line between Dawes, TX aticLAvpndale, LA; 

• SP's line between Beaumont and Port Arthur, TX; 

• • SP's line between Dayton—Texas and Baytownr^Fexas and Ea.'̂ t 

Baytown, TX; 

• • SP's Channelview Spur which connects to the SP's line between 

Houstoiv^X and Iowa Jitnctionr-UA near Sheldon. I X for the ^>le 

purpose, inter alia, of reaching a point of buiid-intuild-out to/from the 

facilities of Lyondell Petrochemical Company and Arco Chemical 

Company at Channelview. TX. UP/SP shall pennit BN/Santa Fe or one or 

bpth shippers to cpnstruct and cpnnect to SP's Channelvievv Spur, at their 

expense, a build-in'build-out line. BN/Santa Fe or the shippers shall have 

the right to purchase for net liquidation value all or any part pf the 

Channelview Spur that UP/SP may abandon; 

• SP''.. litie betvveen Maj lyd Junction and Harbpr, LA; 
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SP's line near Avondale (SP MP 14.94 and West Bridue Junction 

(SP MP 9.97); 

• ' UP's Main Line No. 1 from UP MP 14.29 to MP 14.11 including 

crpsspver tP SP's main line and UP's MP 10.38 tp MP 10.2; and 

• • UP's line between West Bridge Junetipn (VP MP 10.2) and UP's 

Westwegp, LouisianaL.A intermodal facility (approximately UP MP 9.2). 

(b) b l The trackage rights granted under this section shall be bridge rights for the 

movement of overhead traffic only, except for the local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-to-l" shipper facilitiesShipper Facilities and Existing 

Transload Facilities at points listed on Exhibit A lo liiis Agreenient. (ii) any exfstwg-or-future 

triinsloatling facilitvNew Shipper Facility loc;'*ed sub.sequent to UP's acquisition of control of SP 

at points listed on Lxhibit .A to this Agreement, and (iii) any new shipper facilitv locnrted 

SHbseqtieHf4o-T:iP-s -̂aetfinsitioH oTeon t ro l^^ -a t poHtts4tsted-on^ Exhibit A to this Agreement 

(mcluding but not limited-to situations-A4teFer-whe4i-the .Agreement was signed, a shipper 

fee+lity waŝ  lwiHg^levek>pe4 ot- kml l i a t t^^^ 

of receiving rail sei-vice hy both UP and SR). and (iv) any new shipper facility located 

subsequent to UP's acquisition-of cpntrol of SP-af^>oint&t»tlK^ tliarv those listed onF^xhihit A lo 

tbis-Agreeme-nt-on-tlie-SP ow ned lines lisled^^tv-Section 5aNew Shipper Faci l i f 'ocated 

subsequent to UP's acquisition of control of SP on the Tracka>;e Rights Lines. BNSF shall also 

have the right lo establish and exclusively serve intennodal and auto facilities at points listed on 

Exhibit A toto this Agreenient and al points identified or vicscribed in Seclion 8(i) of this 

Agreement. BNSF shall also have *l.e right to handle traffic of shippers open to all of UP. SP 

and KCS at Lake Charles, .Rose Bluff and West Lake, LA, and traffic of shippers open to SP and 



KCS al W est Lake Charies. LA; the foregoing rigHts-at Lake-Cha !es. West I ak̂ r̂̂ and ̂ West Take 

Charles. LA shall be 4miiled to traf fic (x) to. from and via New Orleans, and (y) to and from 

points-ifl-Me-^ico. with routings via Eagle Pass. Laredo (through. BNSF shall also have the right 

to interchange w i t h f ^ - M e x at Coipus C4tristi^ Robstown4.-or Brownsville. TX.: In addition 

to all other charges to he paid by BNSF^4o^UP^SPTi€f^. a^AVest^fake and West Lake Charles. 

&Nj»F^iall also be requt'-ed lo pay a fee to UP>SP equaJ-to the fee that UP pays KCS as of the 

date-oTthk-Agreenient io access the tratTic-at^-West-4ake. adjtisted upwards or downwards m 

accordance with Section 12 oTlhis agreemeiitthe Acadiana Railway Company at Crowley, LA; 

and llu' Louisiana & Delta Railroad, Inc. at Lafayette. Raceland andj£hrgiyei,JLA. BNSF shall 

also have the right lo interchange w ith and have access over the New Orieans Public Bell 

Railroad at West Bndge Junction, LA-

(c) £-) Access to industries ati^>offltsAccess to Shipper Facilities al points listed 

on Exhibit A lo this .Agreement open lo BNSF shall be direct or through reciprocal sw itch, or, 

with UP SP's prior agreement, through a tiiird party contractor. Access to New customers 

loe^rtrngShipper Facilities open to BNSF on tne frackage Right; Lines shall be (i) direct; (ii) 

vvith UP/SP's prior agreenient, through haulage for the shortest period of time necessary to allow 

BNSF lo establish its own direct operating access after initiating seivice to a New Shipper 

Facility, but not to exceed the later to occur of 90 days or lhe dale upon which UP completes lhe 

construction of and accepts foi service any connections, sidings or other support facilities to be 

paid for bv BNSFjh^at UJP ig t̂he^^ to construct pursuant lo this Agreement or the 

trackage nghts agreements executed pursuant to Section 9(f) > f this Agreement; (iii) with 

UP/SP's pnor agreement reciprocal switching where, at p€Hn4f,the time BNSF service is tp 

commence, UP/SP ajready prov ides reciprocal sw itching on the portion p f the Trackage Rights 
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Line upon vvhich the turnout to the facility is to be located; or (iv) wilh t 'P SP's prior agreement, 

the use of a third party contractor; PROVIDED, HOWEVER, lhal it shall be UP SP's sole 

decision vvhether BNSF's service w ill be provided by either haalage or reciprocal svvitching; and 

PROMDED, FL'RTHER, that m no case shall UP/SP be required to initiate any new local 

serv ice or increase its level of sen ice to accommodate the level of service pioposed by BNSF. 

New Shipper Facilities open to BNSF under this Agreement shall be open to both UP/SP and 

&NfSl-BNSF, subject lo the temis of Section 9(c)(v) of this .Agreement. The geographic limits 

w ithin which (»x) new shipper facilities andfuture transloading taciUttesNcw Shipper Facilities 

shall be open lo BNSF service al points listed on Exhibit A lo this .Agreement and (Uy) BNSF 

shall have the right to establish and exclusively serve intennodal and auto facilities at points 

listed 111 Seclion 8(1) of and on Exhibit .A to this Agreemem. shall generallv conespond lo the 

territorv within vvhich, pnor lo the merger of UP and SP, a new eustome-rshipper or receiver 

eould have conslrucied a facilitv that would have been open lo senice by both L'P and SP) either 

directly or through reciprocal switch. Where svvitching districts have been established4hey, such 

districts (as descnbed in Section 9(g)) shall be presumed lo establish these geographic 

limitations. 

(d) d) Fort^'Al least forty-five (45) days before initiating senice to (i) a 

customer.Shipper Facility open to BNSF must elect whether its senk^shall be at a point listed 

or described on . vhibit A to or in Sectipii 8(i) direetof this Agreement, or (11) ihrough reciprocal 

switeiiingany New Shipper Facility on a Trackage Rights Line. o^ BNSF shall notify UP of its 

election, subject tp Section 5(Hk) w4thabove, pf the manner by vvhich it prpppses such service be 

pmvided and tht specifics of its pperating plan pver UP/SP trackage. Wiihin thirty (30) days of 

ll§Jpceipt of BNSF's pr4or agreementproposed operating plan, through useUP shall notify BNSF 
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of a third-party to-perform switc4Hflg-for itselfits approval or both-n^ailroadsdisapprov al of 

BNSF s plan. UP s approval of such plan shall not be unreasonably withheld. In the event UP 

disapproves of BNSF's proposed plan, UP shall provide an explanation in w riting to BNSF of its 

reasons for disapproval, and UP shall propose an altemative pperating plan that wpuld^fee 

acceptable tp UP and also be no more onerous than the operating plan tha. UP would establish 

for senice provided by UP. I f UP approves BNSF's plan but establishes conditions on that 

approval, those conditions shall be,.§eLforth in writing and shall be no more onerous than UP 

would establish for sen ice provided by UP. BNSF shall have the right, upon one hundred eighty 

(180) days' prior written notice to UP SP. lo change its election; providedPROVlDED, 

tioweverHOWEVER, that BNSF shall ( x f not change itsany such election more of^en than once 

every five (5) years-and-^. 6N&F shall reimburse L'P SP for any costs incuned by UPSP in 

connection vvith suehanv changed election. 

(e) e) UP SP shall grant BNSF the right lo use SP s Bridge 5A al Houston, 

Texas. 

(I) 0 TraekageExcept as oihenvise provided herein, trackage nghts and access 

rights granted pursuant to this section shall be for rail traffic cf all kinds, carload and intemiodal, 

for all commodities. 

(g) g) UP/SP shall sell-4o^BNj»F-^s-line between lowa Jnnetioiv-mfowsrana 

and-H^-ar-.AvondalerT^uisiana (SP MP LL94). LJP/SP^iall retain fulMrackage riglits-inelnding 

the right to serve all locHUiHdnstries-on4he4ine4or the irac^vagenghts charges set forth^w-Seetion 

^oT lh i s Agreenient -44P/SR-r4iall retam-i4ghts 4otM4ie4:*Hn.SKiHa-and-Delta-Radt*>ad-(4:̂ D)-to 

serve as L)P/SP's ̂ gent betw een lowa Junction ̂ id-points sened by the L&D. BNSF agrees that 

tlie^pureliase-of-thts-4w€-is-su^eet to contracts bctween-SP-and-the U&D. UP/SP shall-eattse 



L&D to pay BNSF compensation equal to lhat set lofth-4n Table 1 in Section-i^-of-thts Agreenient 

for operatitws^between Lafayette-amf4owaJunction. 

(hj h> UP SP shall sell to BNSF L'P's Main Line No. 1 between MP 14 11 and 

10.38, UP's WestwegOr-L-otnsiana intemiodal tenninal, SP's old Avondale Ya..' (together with 

the fueling and mechanical facilities located thereon) as si.own on Exhibit ( - I ; and SP's 

Lafayette Yard. 

6? ^ Houston, rX- \ alley Junction, I I TrackageJRights 

(a) a) UP/SP shall grant to BNSF overhead trackage rights on the foilowing 

lines: 

S ' SP's line betw een Houston. TexasT.X and Fair Oaks. Arka isasAR 

via Cleveland and Pine Bluff AR; 

• ' UP's line between Fair Oaks and Bndge Junction, AR; 

S • SP's line between Brinkley and Briark, ArkaiisasAR; 

1 ' LIP's line between Pine BlufT and North Little Rock, Arkansas;AR 

S ' UP's line between Houston;-^ and Valley Junction, IL5 via 

Palestine, TX; 

• • SP's line between Fair Oaksv-AR and lllnio, MO via Jonesboro. 

AR and Dexter Junction, MO; and 

2 • UP's line between Fair Oaks and Bald Knob. AR. 

(b) b) In lieu of conducting actual operations between Pine Bluff and North 

Little Rock. ArkansasAR, UP/SP agrees, upon request byof BNSF, to handle BNSF-'s business 

on a haulage basis for the fee called for by Section 8j(m) ofthis Agreement. 

Lc) BNSF shall have the right to transport empty and loaded coal trains to and from a 

point of build-in build-out lo and fVoni Entergy Serv ices, Inc.'s plant at White BlufT AR i f and 



when such a bu-ld-in build-out line is constmcted by an entity other than UP/SP to connect such 

plant with an SP 'inc. 

BASF and I P do not agree as to whether B.XSF's rights to use UP's and SP's lines north of 
Bald Knob and Fair Oaks, AR and I P's and SP's lines between .Memphis and I alley 
Junction, IL should be restricted. B.XSF believes that there should he no restrictions on its 
rights to use those lines. L P believes that, with modifications, the restrictions contained in the 
original BASF Settlement .Agreement should remain in place. 

(^jj tff The trackage rights granted under this section shall be bridge rights fo*. the 

movement of overhead traffic o.dy, except for dv̂  local access specified herein. BNSF shall 

receive access on such lines only to (i) "2-to-l" shipper facilities al points listed on Exhibit A to 

tl^4s-Agreewent,^iifxtm>^existing or-fatwe transloading facilityShipper Facilities i':id Existing 

Transload Facilities al poirts listed on Exhibit .A toJhis Agreement, (ii) any New Shipper 

Facility located subsequ .nl lo L'P's acquisition of control of SP al points listed on Exhibit A to 

this .Agreement, and ;iii) any new-shipper facility located ^ibset^ient to LiP's acquisition-of 

eorrtref-of^P at poin.s listed on Exhibit A to this-Agreement (including but not limited to 

situations where, when t>te Agreement was signed, a shipper fticility was being dev eloped or land 

had been acquired for that purposer with the conlemplatipn pf receiving rail sen ice by bpth UP 

aruLSP). and^^ivf any new shipper facility loc îted-subse-quent to UP's acquisition of control of 

SP at points other than those lisl?d on Exhibit A to this Agreement on the SP owned4mes-listed 

Section 94New Shipper Facility located subsequent to UP's acquisition of control of SP on the 

Trackage Rights Lines. BNSF shall also have the righUtp establish and exclusively sene 

intermodal and auto facilities at points listed on Exhibit A tQ this Agreement and at points 

identified or described in Section 8(i) of this Agreement. [BNSF Alternative: Exe«pt as 

provided ift Seetioft Ml of this Ag'-eementt BNSF shaU not Itme^4lte rigttt^ to ewter or e^tit at 

intermediate pomts^ on UPVand SPV lines between Memphis and Valley 4wt€t*eii, i L . 
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Traffic to be handled over the I P and Ĵ  P lineŝ  between Memphi<i and V.̂ Hey Junction,41. 

is iimited to trafiie that moves through, originates in^ or t<H-minatevinTexas^ot^ Louisiana 

exeept that 4Faffie originating~w-ter4ninating at pointŝ  listed on ExhilM* A binder the 

caption "Points Referred to in >ection ^"^way aiso be handled-ovet^^hese lines,] [UP 

Alternative: E x e « p t ^ provided in Section 9Tof this Agreement, BNSF shall not have I <e 

right to enter or exit at intermediate points north of Bald Knob and Fair Oaks, AR on LP's 

and SP's lines between Memphis and \ altey Junction, I L . Traffic to be handled over the 

LP and SP lines between Memphis and \ alley Junction, IL is limited to traffic that moves 

through, originates in, or terminates in Texas or Louisiana, except that traffic originating 

or terminating at points listed on Exhibit A under the caption "Points Referred to in 

Section 6(d)" may also be handled o êr these lines.j BNSF shall also have the nght to handle 

traf fic of shippers open to all of UP. SP and KCS at Texarkana, TX/AR. and Shreveport. LA. to 

and f rom the Memphis BEA (BEA >573), but not including proportional, combination or F(ule 

11 rates via Memphis or other points in the Memphis BEA. In the Houston-Meniphis-Sl. Louis 

corridor, BNSF shall have the right to move some or all of its traf fic v ia ns-trackage righis ov er 

either the UP line or the SP line, at its discretion, for operating convenience. BNSF shall also 

have the right to iniercliange : with the Little Rock and Westem Railway at Little Rock, andAR; 

the Little Rock Port Authority at Little Rock, .AR; KCS at Shreveport, LA and Texarkana, 

TX/AR, for movements of traffic originated by KCS at or delivered by KCS to shippers or 

receivers at Lake Charles, West Lake, pr^WjsL Lake Charies, yk;jvilh J^CS (y) at Shrevei ort, 

LA fpr mpvements of loaded and empty coal trains moving to and from Texas_yr'liti£sJglectrLC 

Company's Martin Lake generating station, and (z) at Te.xatkmaj TX/AR_pjr m of 

empty cpal trains retuming frpm Texas Utilities EJecLrieX^Oipaili''s^M 



statipn; and with the Texas Nprtheastem Railroad at Texarkana, TX for the sole purpose of 

mov i'lg BNSF traf fic to and from Shipper Facilities at Defense, TX. 

(e) d) Access to ind-isti-iesShipper Facilities at points listed on E. hibit A lo this 

Agreement open to BNSF shall be direct or ihrough reciprocal sv.itch, or, with UP/SP's pnor 

agreenient. ihrough a third party contractor. Access to New customers-loc^ttingShipper Facilities 

open to BNSF on the Trackage Rights Lines shal! be (i) direct; (ii) w ith VP SP's prior agreement, 

through haulage for the shortest penod of time necessary to allow BNSF lo establish its own 

direct operating access after initiating service to a New Shipper Facility, but not to exceed the 

later to occur of 90 days pr t'.e date uppn which UP cpniplctes the constructionpf and accepts for 

serv ice any connections, sidings or other support facilities to be paid for by BNSF that UP is then 

obligated to constiuct pursuant to this Agreement or the trackage rights agreements executed 

pursuant to Section 9(f) of this Agreement; (iii) vvith UP SP's prior agreement, reciprocal 

switching where, al pointsthe lime BNSF seryice is to cpmnience, UP SP alreidy provides 

reciprocal switching on the portion of the Trackage Righis Line upon vvhich the tumout to the 

facility is lo be located; or (iv) with LP SP's prior agreement, the use ofa third party contraclprj 

PROVIDED. HOWEVER, th..i i l shall be V'.' SP's sple decision whetaer BNSF'.s senice will be 

provided by either haulage or reciprocal switching; and PRON'IDED, FURTHIiR, that m no case 

shall UP/SP be required to initiate any new local sen iĉ e _or .increase its level of service lo 

accommodate thgleye! of service proposed by BNSF. New Shipper Facilities open to BNSF 

under this Agreement shall be open to both UP/SP and BNSF, subject to the terms of Sectipn 

9(c)(v) pf this .Agreement. .c gepgraphic limits wiihin vvhich (l)-new^ipper facilities and 

ftiture fransloading facibtiesx)Jlgw Shi Facilities shall be ppen to BNSF senice at points 

listed on Exhibit A to this .Agreement and (iiy) BNSF shall have the right to establish and 



exclusively sen e intermodal and auto facilities at points listed on^xhibit A to this Agreenient.in 

Section 8(i) of and on Exhibit A lo this Agreenient shall generally conespond to the territory 

within vvhich, prior to the merger of L'P and SP, a new eostowefshipper or receiver could have 

constructed a facility that vvould have bem open lo senice by both UP and SP either directly or 

Ihrough reciprocal switch. Where switching districts have been established-they, such districts 

(; s descnbed in Section 9(g)) shall be presumed to establish these geographic linntalions. 

(0 ^1 FortyAt least forty-five (45) days before initiating senice to (i) a 

custonienShipper Facility open lo BNSF must elect w hether its sen ice shall be at a point listed 

or descnbed on lixhibit A tp p y n Sectipn 8(i) dn^Hof this Agreement, or (ii) ihrouuh reciprc^cal 

switehany New Shipper Facility on a Trackage Righis Line, of-BNSF shall notity UP of its 

election, subject to Seclion ()(me) w4thabove, pf the manner by which it proposes such senice be 

provided and the specifics of its operating plan over UP SP trackage. Within thirty (30) days of 

its receipt of BNSF's prior agreementproposed operaiing plan, usmg^dn,diw4y-^iHttiK.Hor-to 

pe^form-switelnrigTof-ltsellL'P shall notify BNSF of its approval or botlv-raiiroadsdisapproval of 

BNSF's plan. UP's approval of'•uch plan shall nol be unreasonably withheld. In the eyenLUE 

disapproves of BN.' ' 's proposed plan, UP shall provide an explanation in w riting to BNSF of its 

reasons fur disapproval, and UP shall propose an altemative operating plan lhal vvould be 

acceptable to UP and also be no mpre pnerpus than the pperating plan lhat UP wpuld establish 

fpr service prpvic d by I I f UP apprpves BNSF's plan but establishes conditions on lhat 

approval, those conditions shall be set forth in writing and shall be no more onerous than UP 

would establish for servjce provided by UP. BNSF shall have the right, upon one hundred eighty 

(180) days' prior written notice to UP/SP, to change its election; providedPROVlDED, 

bo'A^A^rHOWEVER, that BNSF shall (x^ not change rtsany such election more often than once 
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everv' five (5) years.and-4y). BNSF shall reimburse UP SP for any costs incurred by VP/SP in 

connection with suehany changed ek.lion. 

(g) f) 4"4ieExcept as othenvise prov ided herein, the trackage rights and access 

righis granted pursuant to this section shall be for rail fraf fic of all kinds, carload and intemiodal. 

for all connr. )dities. 

(h) gf BNSF shall grant to UP/SP overhead trackage rights on BN's line between 

West Memphis and Presle.v Junction, .AK. L'P SP shall be responsible for upgrading this line as 

necessary for its use. If BNSF uses this line for overhead piirjwses to connect its line to ihe 

trackage righis lines, BNSF shall share in one-half of the upgrading cost. 

7. 7. St. Louis Area Coordinations 

(a) a) UP SP agree to cooperate wiih BNSF lo facilitate efficient access by 

BNSF to other carriers at and through St. Louis vi« The Alton & Southem Railway Company 

("A&S"). If BNSF requests, UP/SP agree lo construct ur cause to be constructed for the use of 

both BNSF and UP/SP a faster connection between the BN and UP lines at Grand Avenue in St. 

Lpuis, MO and a third track frpm Grand Avenue to near Gratiot Street Tower at the sole cost and 

expense of BNSF. Upon completion of such constmction, UP/SP shall grant to BNSF overhead 

trackage nghts on UP's line between Giand Avenue and Gratiot Street. 

(b) b) LJP wishes lo secure dispatching authority for the MacArthur Bridge 

across the Mississippi River at St. Louis. Dispatching is cunently controlled by the Tenninal 

Railroad Association of St. Louis ("TRRA"). BNSF agrees that il vvill cause its interest on the 

TRRA Board or any shares il owns m the TRRA, to be voted in favor of transferring dispatching 

control ofthe MacArthur Bridge to UP i f such matter is presented to the TRRA Board or its 

shareholders for act-on. Such dispatching shall be perfomied in a manner to ensure that all users 

are treated equally. 



(c) e) If BNSF desires to use the .A&S Gateway ^'ard. upon transfer of 

1. .c.Arthur Bridge dispatching to UP, UP/SP shall assure that charges assessed by the A&S lo 

BNSF for use of Gateway Yard are equivalent to those assessed other non-ovvn,-rs of A&S. 

(d) d) UP/SP and BNSF agree lo provide each other reciprocal detour rights 

between Bndge Ji'nction-\\\.st Memphis and St. Louis in the event of flooding, subject to the 

availability of sufTicient capacity to accommodate the detour. 

(e) UP/SP shall provide BNSF Overhead Trackage Rights over UP/SP's Jefferson 

City Subdivision between MP 34.8 near Pacific, MO and MP 43.8 near Labadie, MO for the 

puipose of accessing Amereii UE's facility at Labadie, ^NSFjhal^ have the nght lo sene all 

"2-10-1" Shipper Facilities, New Shipper Facilities and Existing Transload Facilities al Labadie. 

8. ^. Addition aJLRights 

(a) a> UP/SP shall grant BNSF overhead trackage rights on SP's line between 

Richmond and Oakland, CalifomiaCA fpr rail traffic of all kinds, carload and iniermodal. for all 

commodities to enable BNSF to connect via SP's line with the Oakland Temiinal Railroad 

("OTR") ami to access the Oakland Joint Intemiodal Tenninal ("Jll "). or simiiar public 

interr odal facility, af such time as the JIT is built. BNSF £,iall pay 50% ofthe cosl (up to 

S2.()()0,000 maximum) for upgrading to mainline standards and reverse signaling of SP's No. I 

track between Emeryville (MP 8) and Siege, CA (MP 13.1). Compensation for these trackage 

nghts shall be at the rate of 3.48 mills per ton mile for business moving in the "1-5 Corridor," 

d-̂ -T.-'̂  1 niills per ton mile on ah other carload and intermod.'l business, and 3.0 mills per ton 

mile for bulk business (as defined in Section 9(a) ofthis Agreement) escalated in accordance 

with the provisions of Section 12 of this Agreement, UP/SP shall assess no additional charges 

against BNSF for access to the JIT and the OTR. 
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(b) b) BNSF shall waive any payment by UP SP ofthe Seattle Tenninal 5 access 

charge. 

(c) e4 BNSF shall grant to L'P overhead trackage rights on BN's line between 

Saunders. WiscHwsmWI and access to the MERC dock in Superior, WisconsinWl. 

(d) d) BNSF shall grant UP the right lo use the Pokegama connection at 

Saunders. WisconsinWl (iei.e.. the southwest quadrant connection at Saunders including the 

track bjtween BN MP 10.43 and MP I ! .14). 

(e) ef BNSF shall waive SP's requirement to pay any portion ofthe Tchachapi 

tunnels clearance improvements pursuant lo the 1993 Agreement between Santa Fe and SP. 

(t) l> BNSF shall allow UP to exercise its ngh's to use the Hyundai lead at 

Portland lennmal b without any contribution lo the cosl of constructing such lead. 

(g) BNSF sliall allow UP SP to enter or exit SP's Chicago-Kansas Cily-

Hulchinson trackage righis al Buda. liarlv ille. and west of Edelstein, lUrntHslL. UP SP shall be 

responsible for the cost of any connections required. 

(h) h) BNSF will amend the agreement dated .Apnl 13. 1995, between BNSF and 

SP to allow UP/SP to enter and exit Santa Fe's line solely for the puqioses of pennitting UP/SP 

or its agent lo pick up and sel out interchange business, including reciprocal switch bii'̂ -iess at 

Newton. Kan^KS, and svvitching UP indnstryindustries at that point. 

(') i f It is the intent of the parties that this Agreenient result in the preservation 

of servieecompetition by two competing railroad conipanie^rail carriers for all cuslom€fs(a) all 

"2-to-l" Shipper Facilities at points listed on Exhibit A to this Agreement presently sensed by 

botJiand (b}_alLother shippers who had direct competition or conipetitipn by means of siting. 



transload or build-in build-oul from onlv UP and SP and no other railroad (2 to l̂ 4ist4>niefs)pre-

merger. 

The parties recognize that some 3-tt>-L eustomers"2-lo-1" Shipper Facilities, Existing 

Transload Facilities, and New Shipper Facilities at "2-10-1"" Points will nol be able to avail 

themselves of BNSF service by virtue ofthe trackage rights and line sales contemplated by this 

Agreement. For example, "2-lo-l customers " Shipper Facilities, Existing Transload Facilities, 

and New Shipper Facilities located al points between Niles Junction and the end ofthe ioint 

track near Midway (including Livemiore. CA. Pleasanton, CA. Raduni, CA, and Trevamo, C.A), 

Lyoth. C.A. Lathrop. CA. Turiock. CA. South Gate, CA, Tyler, TX. Defense, TX, College 

Station, TX, Great Southwest. IX. Vicluna. TX, Sugar Land. TX. points on the fomier 

Galveston. Houston & Henderson Railroad served only by UP and SP, Opelousas, LA; and 

Herington, KS. are nol accessible under tne trackage rights and line sales covered by this 

Agreenient. Accordingly. UP/SP and BNSF agree lo enter into anangements under which, 

through trackage rights, hauh "e. ratcmaking authority or other mutually acceptable means, 

BNSF will be able to-provide competitive senice provide competitive service to "2-lo-l 

etistomcfs" Shipper Facilities, Existing Transload Facilities, and New Shipper Facilities al the 

foregoing points and to-any-at pther "2-to-1 customers who are" Points not loeated-irt-pomts 

expressl^feteffed^ to4ft-this Agreement or-&xbibit-A-to-4his Agreementalong a 1 rackage Rights 

Line. 

(i) BNSF shall have the right to interchange with any short-line railroad which, prior 

to the dattEffeclive Date pf this Agreement, cpuld interchange with bpth UP and SP and np pther 

railroad. 
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(k) BNSF shall afso have the right lo interchange with any short-line railroad that 

constructs a new line to and establishes an interchange OP a Trackage Rights Line subsequent to 

L'P's acquisition of control of SP; PROV IDED, HOWEVER, that the .short-line railroad must be 

a Class II or Class 111 railroad neither owned nor operated by BNSF or any BNSF affiliate. In 

addition, the new rail line must be either (i) an extension of an existing Class 11 or Class III 

canier that does not connect with UP or (ii) a new Class II or Class 111 carrier. BNSF shall npt 

be entitled lo mteiehange traffic w ith a Class IIJOLClass 111 carrier at such a nevv interchange on 

a Trac'.-:age Rights Line i f the traf fic originates or tenninates at a Shipper Facility lhat is now 

sened solely 'iy UP unless the Shipper Facility qualifies as a Npyv Shipper Facility or unless 'he 

new line qualifies as a build-in or build-out under this Agreement. 

(>) In addifion to the right lo serve build-Ml>uiW^^^^ specified in Sections 4(a), 

5(a) and 6(c) ofthis Agreenient, LNSF shah have the right to sene a new build-in/build-out line 

constructed lo reach a facility that vyas, pnor to Septeniber 11, 1990, solely serygd by either UP 

or SP and would be open to two railroad senice upon construction ofthe build-in/build-out line 

(1) to a point on lines owned by SP on September 1 !, 1996, in the case of facilities solely sened 

by UP, or (ii) lo a point on lines ow ned by UP on September 11, 1996, in the case of facilities 

solely sened by ' P. UP shall grant BNSF Overhead Trackage Rights necessary for BNSF to 

reach the build-in build-oul line. The routing of such trackage rights shall seek to minimize the 

operating inconvenience lo UP, consistent with ensuring that BNSF can provide coinpetitive 

service. 

("1) j ) Where this Agreement authorizes BNSF tp utilize haulage ip provide 

senice, the fee for such haulage shall be S.50 per car mile plus a handling charge to cover 

handling at the haulage junction vvith BNSF and to pr frpm a cpnnecling railrpad pr third party 



contract switcher. The handling charge shall be 550 per loaded or empty car for intemiodal and 

carload and $25 per loaded or empty car for unit trains with unit train defined as 67 cars or more 

of one commodity in one car type moving to a single destination and consignee. UP SP shall bill 

BNSF the S50 per car liaiiuling charge for all cars and, upon receipt of appropriate 

documentation from BNSF demonstrating that business assessed the $50 per car handling fee 

was a unit train, adjust prior billings by $25 per car for each car BNSF demonstrates to have 

been eligible for the S25 per car handling charge for unit trains. Where UP SP is providing 

reciprocal switching senices to BNSF at "2-lo-l" lae+l+tiesShipper Facilities as provided for in 

Section 9h(i) of this .Agreement, the per car handling charge shall nol be assessed at the point 

where such reciprocal switch charge is assessed. The haulage fee and handling charge set forth 

above as of Seplember 25, 1995, shall be adjusted upwards or downwards in accordance with 

Sertion 12 ofthis Agreenient. 

('•J ^ In the event, for any reason, any ofthe trackage righ's granted under this 

Agreement cannot be implemented because of th^ of sufTicient legal authority to earn,' out 

such grant, then UP SP shall be obligated to prov ide an altemaiive route or routes, or means of 

access of commercially equivalent utility .-it the same level of cost to BNSF as vvould have been 

prov ided by the originally contemplated rights. 

(o) In Iht^gv^njLjJP detemiines to tenninate or not renew a lease.to_ an Existing. 

Translpad Facility tp which BNSF gained access as a result pf this Agreenient or the conditions 

imppsed palhe TJP/SP merger and BNSF has previpusly entered intp a cpntract tP prpvide 

transpprtatipn s^Cdcj§,j9 ,the_Exi§^̂ ^̂ ^ Facility, L P shall extend the lease for the 

remaining period of such transpprtation cpntracLOTJpr a peripd nptjp^excfed J 4 j j u 

vvhicbeyer period is shorter. 



BASF and L P do not agree on whether BASF should he able to purchase or lease team tracks 
at "2-to-I" Points no lonf^er used by UP, 

(p) BNSF Alternative: 

If UP no longer uses a team track at a "2-10-1" Point, it agrees lo sell or lease the track to 

BNSF at nonnal and customary costs and charges. 

LP Alternative: 

It.iiTJP's ppsitipn that BNSF's proposed provisipn shpuld npt be added tp the Settlement 

Agreement. 

% ^. Trackage Rights - General Provisions 

(a) af The compensation lor operations under this Agreement shall be set at the 

levels shown in the following table as subsequently indexed under the 1995 Agreenient: 

Table I 
Trackaf^e Rights Compensation 

(mills per ton-mile) 

Keddie-Slockton/Richmond All Other Lines 

Intennodal and Carload 3.48 3.1 
Bulk (67 cars or more of 3.0 3.0 

one commodity in one 
car type) 

These rates shall apply lo all equipment moving in a train consist including locomotives. 

The rates shall be escalated in accordance vvith the procedures described in Section 12 ofthis 

.Agreemem. The ovvning line shall be responsible for niaintenance of its line in the ordinary 

course inciuding rail relay and tie replacement. The compensation for such maintenance shall be 

included in the mills per ton mile rates received by such ovvning 'ine under this Agreement. 

(b) b) BNSF and UP/SP will conduct a joint inspection to determine necessary 

connections and sidings or siding extensions associated with connections, necessary to 

implement the trackage rights granted under this Agreement. The cost of such facilities shall be 



bome by the party receiving the trackage rights vvhich such facilities are required to implement. 

Either party shall have the right to cause ihe other party to construct such facilities. If the 

ovvning carrier decides to utilize such facilities constmcted by it for the other party. .{ shall have 

the nght to do so upon payment lo the other party of one-half (Vi) the onginal cost of 

constmcting such facilities. 

(c) e) Capital expenditures on the Trackage Rights Lilies and on lines over 

vvhich BNSF has beenis granted trackage rights pursuant to this Agreement (the trackago-rigMts 

l«ies)Ov erhead Trackage Rights vvill be bandied as follows: 

(i) i ) UP/SP shall bear the cost of all capacity iniprovements that are 

necessary to achieve the benefits of its merger as outlined in the 

application filed w ith the ICC for ai thorily for UP to control SP. The 

operating plan filed by UP/SP in support of the application shall be given 

presumptive weight in detemiining what capacity improvements are 

necessary to achieve these benefits. 

(ii) if) Any capacity improvemerts other lhan those covered by 

subparagraph (i) above shall be shared by the parties based upon their 

respective usage of the line in question, except as othenvise provided in 

subparagraph (iii) below. That respective usage shall be detemiined by 

the 12 month period pnor to the making ofthe improvement on a gross ton 

mile basis. 

(iii) iii) For 18 months following UP's acquisition of control of SP, BNSF 

shall not be required to share in the cost of any capital improvements 

under the provisipn pf subparagraph (ii) abpve. 



(iv) iv4 BNSF and UP/SP agree that a capital resene fund pf $25 million. 

funded out ofthe purchase price listed in Section 10 ofthis Agreenient. 

shall be established. This capital resene fund shall, vvith BNSF's prior 

consent which will not unreaspnably be withheld, be drawn dpwn to pay 

for capital projects on the trackage rights linesTrackage Rights Lines that 

are required to accommodate the operations of both UP/SP and BNSF on 

those lines, but in any ev ent shall not be used for expenditures covered by 

sub̂  c'aph (i) above. .Any disputes over vvhether a project is required to 

accommodate the operation of both parties shall be referred lo binding 

arbitration under Section 15 of this .Agreement. 

V)-——If both UP SP a id BNSF intend to sen e ne-w shipper feedities-or 

ftiture transloading facilitiesNew Shipper Facilities located subsequent to 

UP's acquisition of control of SP as aulhon/ed by Sections 1(b), 3(c), 

4(b), 5(b),-aHd 6e(d), and 8(i) of this Agreement, they shall share equally 

in any capital investment necessaryin such connecli.ins and sid'ngs and 

siding extensions_or_0t|igr support facilities required by both UP and 

BNSF to provide rail service to such new^ipper facilityNew Shipper 

Facility. I f only one railroad initially provides such sen ice. the other 

railroad may elect to provide service at a later date, but only afle." paying 

tc the railroad initially providing such senice 50% of any capital 

investment (including per annum interest thereon) made by the railroad 

initially providing rail service to the new shipper-4a€itityNew Shipper 

Eapility. Per anm-m interest shall be at a rave equal to the average paid on 
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90-day Treasury Bills ofthe United States Govemment as of the date of 

completion until the date of use by the other railroad commences. Per 

annum interest shall be adjusted annually on the first day ofthe 'w elfth 

(12lh) month following fhe date of completion and every year thereafter 

on such dale, based on the percentage increase or decrease, in the ^veragt 

yield of 30-year U.S. Treasury Notes for the prior year compared to their 

average yield in first year of completion of the access to such industry or 

industries. Each annual adjustment shall be subject, however, to a "cap" 

(up or down) of two percentage points more or less lhan ihe prior year's 

interest rate. 

(d) d> TheSubjecl to the tenns of the Dispalchuig Protocols atiached hereto as 

Exhibit D and incorjiorated herein, the management and operation of the lines over which the 

parlies have granted trackage righis Imelo each other pursuant to tliis Agreement ("Joint 

Trackage") shall be under the exclusive direction and control ofthe ovvning carrier.—Fhe, and the 

owning carrier shall have the othenvise unrestricted power to change the management and 

operations on and over jointJoint tfa€4nigeTrackagc as in its judge+nentjudgment may be 

necessary, expedient or proper for the operations thereof intended. Tr-.ins ofthe parties utilizing 

jointJoint trackageTrackage shall be given equal dispatch without any discrimination in 

promptness, quality of sen ice, or efficiency in favor of comparable traf fic of the ovvning canier. 

Trains operating in the Houston terminal shall be routed over the most efficient routes as 

necessai'y to avoid delays and congestipii, even ipute.s_pyerjrackage over which the operating 

carrier has no operating rights. 
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I 
OwnerThe owning carrier shall keep and .i.iiiilain the trackage fights^-linesJoint Trackage 

at no less than the track standard designated in the current timetable for the applicable lines 

subject to the separate trackage rights agreement. The parties agree to establish a joint service 

committee to regularly review pperatipns over the trackageJoint nghtsTrackage lines. 

In the ev ent the ovvning c. rrier determines to sell pr rempve from sen ice a Joint 

Trackage line and/or any associated facilities, the ovvning carrier shall provide the other carrier 

vvith reasonable written nptice of such determination.^^Aoy, such sale tp a third party shall be 

expressly made subject to the temis and conditions of this Agreenient, and the owning carrier 

shall remain responsible as lo the obligations irnposeji_pji it Jigrein in the event the third parly 

purchaser does not fulfill those c>bligations. 

(e) e) Each parly shall be resporsible for any and all costs relating lo prov iding 

employee protection benefits, ifany, to its employees prescribed by law, govemmental authority 

or employee proteciive agreements w here such cosls and expenses are allribulable lo or arise by 

reason of that party's operation of trains over jointJoint traekageTraekage. To the extern that il 

does nol violate existing agreements, for a period of three years following acquisition of control 

of SP by L'P, BNSF and UP/SP shall give preference to each other's employees when hi ing 

employees needed lo carry out trackage righis operations or operate lines being purchased. 1 he 

parties shall provide each other with lists of available employees by craft or class to whom such 

preference shall be granted. Nothing in this Section *̂ .9(e) is intended to create an obligaiion to 

hire any specific employee. 

(0 l> fhe trackage rights grants described in this Agreement; and the purchase 

and sale of hne segments shall be included in separate trackage rights and line sale agreement 

documents respectively of the kind and containing such provisions as arc nomially and 



customarily utilized hy the parties, including exhibits depicting specific rail line segments, and 

other provisions dealing wiih maintenance, improven- .s. and liability, subject to more specific 

provisions described for each grant and sale contained in this .Agreemem and the general 

provisions described in this section. BNSF and UP/SP shall elect which of theii cnnstituent 

railroads shall be a party to each such trackage nghts agreement and line sale and shall have the 

right to assign the agreement among their constituent railroads. The parties shall use lhe:r best 

efforts to complete such agreements by June I . 1996. I f agreement is not reached by June I . 

1996 either party may request that any outstanding matters be resolved by binding arbitration 

with lhe arbitratioii proceeding to be completed within sixty (60) days of its institution. In the 

event such agreements are not completed bv the date the grants of such trackage nghts are lo be 

effective, il is intended that operations under such grants shall be commenced and govemed by 

this Agreement. 

(a) All locations referenced herein shall be deemed to include all areas w ithin 

the present designated-sw itching limits ofthe 'ocatioii; designated by tariff", clarified to the extent 

necessary by publicly-av ailable infonnation, in effect as pf Seplember 25̂  1995̂  and access to 

such locations snail include the right to locate and serve new auto and intennodal facilities at 

such locations and to build yards or other facilities to support trackage rights operations.. 

(h) The tenant carrier on the Joint Trackage shall have the nght lo construct, or have 

constructed for i l , for its sole use exclusively owned or Icd.ed facilities, including, without 

limitation, automobile and intermodal facilities, storage in transit facilities, team tracks and yards 

along the Joint Trackage pyrsMant to the ipllpwing temis and conditipns: 
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(i) The party 'vishing tP cpnstmct such exclusively pwned facilities forJis 

sple use shall submit us plans lo the other party for its review and 

approval, which approval shall not be unreasonably withheld or delayed; 

(ii) Such exclusively owned or leased and used facilities shall npt (i) impair 

thr other party's use pf t̂ ^̂ ^ Trackage, (ii) prevent pr unduly hinder 

the Pther party's access tP existing pr future CMstpmers or facilities served 

from the Joint Trackage^jL(iii) impair acĉ 55 tp pther exclusively owned 

facilities then in existence; and 

(iii) If i oi nt ly_ pwned. pr, leased and Uccd propertv is to be used for the 

conslruction of such exclusively pwned pr leased and used facilities, the 

party sp^ppnstructiiig such exclusivelyjiy^ned^xieased and used facilities 

shall reimburse thp Qthei party fpr jts pwnership pf the jpintly pwned 

property so utilized at 50%_pflvts then current fair markpt^alue. If the 

tenant carrier uses property of the owning caqpier fpr the cpnstructipn pf 

exclusively pwned pjr leased and used facilifies, the tenjiit carrier shal] 

reimburse the pwning panjer fpi: il§ p>vnershin of the property at 100% ptf 

its then current fair market value. 

(i) h)- yi-T^tiuested--^y--BNSF^t^SR--vvilL-pr^ UP/SP 

pmyides reciprocal switching services at-^to 1" shipper fac;;itiefr-60V6red-4n BNSF under this 

Agreement, UP/S£_will dp SP at a rate pf no more than $130 per car as pf September 25^1995, 

adjusted pursuant to Section 12 of this Agreement. In thp eyenL BNM's J^^ to a Shipper 

Facility pursuant tpJbig Agreemeptjj pffectgdJ)v nieans of_aj.hird,party contiactor, (i) any 

a.s5pciated third party svyitch fee jhall bej4ii^b^iiP/^P^i^^^^^^^ shalLpgyL̂ t̂ ^UP/Ŝ ^ 



applicable reciprocal switch fee established between the parties to this .\greenient, and (iii) 

BNSF shaii neither be entitled to becpme an assignee pf UP/̂ SP_̂ npr become eligible lo enter into 

a separate agreement w ith the shipper so sen ed. 

(j) i> It is the intent of the parties that BNSF shall, where sufficient volume 

exists, be able to utilize its own terminal facilities to-handle suchToc-alfor IrafTic handled by 

BNSF under the terms pf this Agreement. These locations include Salt Lake Cily, Ogden. 

Brownsville and San Antonio, and other locations where such volume develops. Facilities or 

portions thereof presently utilized by UP or SP at such locations shall be acquired from UP/SP 

by lease or purchase at nonnal and customary charges. Upon request of BNSF and subject to 

availability and capacity, UP/SP shall provide BNSF w ith tenninal support senices including 

fueling, running repairs and switching. L'P SP shall also provide inter nodal tenninal services at 

Salt Lake City, Reno, and San .Antonio. UP/SP shall be reimbursed for such services al UP's 

nonnal and customary charges. Wheie tenninal support services are nol required, BNSF shall 

not be assessed additional charges for train movements ihrough a lenninal. BNSF shall also 

have equal access, along wilh UP/SP, lo all SP Gulf Coast storage in inmsil faeilities.i"SlT_^ 

(i,p., those SP facilities al Dayton, East Baytown, and Beaumont, T.X), on economic terms no 

less favorable lhan the temis of UP/SP's access, to facility at Dayt or storage in transit of 

traffic handled by BNSF under the terms of this .Agreement, TXincluding, but not limited to, 

traffic to or from Shipper Facilities to vvhich BNSF gained access under the terms of this 

Agreement. UP/SP agree to work wjth BNSF to locate additional SIT facilities on the Trackage 

Righis Lines and on lines ,pya vvhich BNSF is granted Overhead 1 rackage Rights to serve a 

build-in/'build-out line as necessary. 

42 



(k) y) BNSF may. subject to UP/SP's consent, use agents for limited feeder 

service on the trackage- righlsTrackage Rights Lines and on lines ov er w hich BNSF is granted 

Overhead Trackage Rights to serve a build-in/build-out line. 

(I) k) BNSF shall have the right to inspec. the UP and SP lines over which it 

obtains trackage rights under this agreement Agreement and require UP SP to make such 

iniprovements under this section as BNSF deems necessary to facilitate its operations at BNSF's 

sole expense. Any such inspection must be completed and improvenients identified to L P SP 

within one year of the effectiveness of the trackage nghts. 

(ni) I) BNSF shall have the right to connect, for movement ir all directions, wilh 

its present lines (including existing trackage nghts) at points where its present lines (including 

existing trackage nghts) intersect vvith Trackage Righis Lines or lines it will purchase et-be 

grafttetLtriiekage4+glits^ove^pursuant to this Agreenient. UP/SP shall have the right to connect, 

for movement in anyall dire-€4toHdireclions, wah its present lines (including existing trackage 

rights) al points where its present lines (including existing trackage rights) intersect vvith lines 

oyer which ii will be granted trackage rights over pursuant to this Agreementrreceive trackage 

rights pursuant to this Agreement. 

(n) In the event UP/SP institute directional operations ov cr any Trackage Rights Line 

or on lines over vvhich BNSF is granted Overhead Trackage Rights, (i) L'P'SP shall provide 

BNSF with reasonable notice ofthe planned institution of such operations and shall adjust, as 

appropriate, the trackage righis granted to BNSF pursuant to this Agreement, and (ii) BNSF shall 

op'• in accordance with the flovy_of traffic established by such directional operation, 

PROVIDED, HOWEVER, that any rights granted to BNSF as a resulLpOJE/SZs institution of 

directional operations shall be Overhead Trackage Rights only, and PROVIDED FURTHFR lhat 



BNSF shall have the right, on any Trackage Rights Line over which directipnal operations haye 

been instituted (including lines on which BNSF receiyed Qvecbead Trackage Rights to serve a 

point listed or described in Section 8(i) of this Agreement or a build-in build-put line), to pperate 

against the flpw pf trafTic if il is reasonably necessary to do so fpr BNSF tp prpvide cpmpetitive 

ĝDdeeJp shippers on the line vvhich are accessible ipJSMSf (including service tp New^Shipper 

Facilities and build-in build-out lines) over such line including but not limjteilpjcircunistances 

where UP pperates against the flpw pf traffic with trains of the same pr similar type fpr the samj 

shipper(s) pr for shipper(s) in the same general area. 

10. Compensation for Sale of Line Segments 

(a) a) BNSF shall pay UP/SP the following amounts for he lines it is purchasing 

pursuant to this Agreement: 

Line Segment Purchase Price 

Keddie-Bieber $ 30 million 

Dallas-Waxahachie 20 million 

lowa Jct.-Avondale MP 16.9 
(includes UP's Westwego 

100 million 

intemiodal yard; SP's 
old Avondale "Ncw '̂- yard; 

and SP's Lafayette yard) 

(b) l ^ The purchase shall be subject to the fpllpwing terms: 

(i) the cpndiiipn pf the lines at ckising shall be at least as gppd as their 

current cpnditions as reflected in the current timetable and slow orders 

(slow orders to be measured by total mileage at each level of speed 

restrictions). 



(ii) v'^ includes track and associated stmctures together vvith right-of-way 

and facilities needed fbr operations. 

(iii) f i l l ) indemnity for environmental liabilities attributable to UP/SP's 

prior operations. 

(iv) {iv) standard provisions for sales of this nature involving title, liens, 

encumbrances other lhan those specifically reserved or provided tor b> 

this Agreement. 

(V) (v̂ ) assignment of associated operating agreements (road crossings, 

crossings for wire and pipelines, etc.). Non-operating agreements shall nol 

be assigned. 

(vi) removal by SeWeFUP/'SP. from a convev .Mice, w ithin 60 days ofthe 

closing of any sale, of any non-operating real property without any 

reduction in the agreed upon purchase price. 

(vii) (v«4—the purchase vvill be subject lo easenients or other agreements 

involving telecommunications, Tt^refiber optics or pipeline >ighls or 

operations in efTect al the time of saie. 

BNSF shall have the right lo inspect the line segments and associated property to be sold 

and records associated therewith for a period of ninety days from the dateEffective Dale ofthis 

Agreement to detemiine the condition and title of such property. .At the end of such penod, 

BNSF shall have the right to decline to purchase any specific line segment pr segments. In such 

event, UP/SP shall grant BNSF pverhead trackage righis on any such segment with 

compensation to be paia. in the case of .Avondale-lowa Junction on the basis pf the charges set 

fprth in Sectipn 9(a) pf this Agreenient, and i.i the case of Keddie-Bieber on a typical joint 

§1 



facility basis wilh maintenance and operating costs to be shared on a usage basis (gross ton miles 

used to allocate usage) and annual interest rental equal to the depreciated book value limes the 

then current cost of capital as detemiined by the ICC times a usage basis (gross ton miles). In 

the case of Dallas-Waxahachie, ope^ationoperations vvpuld cpiitinue under the existing trackage 

righis agreement. 

(c) e) Pripr to closing the sale of SP's lowa Jct.-.Avondale line (the "IJ.A Line"), 

representatives of UP/SP and BNSF shall conduct a joint inspection ofthe IJ.A Line to consider 

whether its condition al closing meets the standard established in Seclion I0(b)(i) of this 

Agreement. If the representatives ofthe parties are unable lo agree that the condition ofthe UA 

Line meets this standard, then BNSF shall place S10.5 million ofthe purchase pnce in escrow 

wilh a mutually agreed upon escrow agent, and closing shall take place. Afier closing the parties 

si- >ll mutually select an independent third party experienced in railroad engireering matters (the 

"Arbittator") who shall arbitrate the dispute between the parties as to whether the condition of 

tho UA Line is in compliance vvith Section 10(b)(i) ofthis Agreement. Arbitration shall be 

conducted pursuant to Section 15 subject to the foregoing qualification that the Arbitrator be 

experienced in railroad engineering matters. If the Arbitrator finds the UA Line is below the 

standard, the Arbitrator shall detemiine the amount (which shall not exceed $10.5 million) 

required to bring it in compliance with the standard and authorize the payment of such amount 

out ofthe escrow fund to BNSF vvith the balance, ifany, paid to UP/SP. Any amount so paid to 

BNSF out of the escrow fund to bring the UA Line into compliance with the standard shall be 

used by BNSF exclusively to that end (or to rcmburse BNSF for ftinds previously expended to 

that end) and UR SP shall not. as a tenant on the UA Line be billed for any work undertaken by 

BNSF pursuant lo the provisions of this Section 10(c). 



11 Term 

This Agreement shall be effective upon execution (vvhicl. occurred on September 25, 

1995) (the "Effective l^ate") for a temi of ninety-nine years. providedPROVlDED. 

hovveverHOWEV.^R. that the grants of rights under Section I ihrough 8 shall be efTective only 

upon UP's acqi '.jition cf control of SP. and provided further lhal BNSF may temiinate this 

.Agreement by notice to UP/SP given before the close of business on September 26, 1995, in 

which case this Agreeinenl shal! have no further force or effect. This Agreement and all 

agreements entered into pursiant or in relation hereto shall tenninate. and all rights conferred 

pursuant theret'i shall be canceled and deenied void ab initio, i f in a Final Order, lhe application 

for authoritv for L'P lo control SP has been denied or has been a' proved on temis unacceptable 

to the applicants. {>rov4detlPR0\ IDED. lH>wev€rHOWEVER. lhal i f this Agreenient becomes 

effectiv e and is later terminated, any liabilities arising from the exercise pf rights under Sectipns 

I tiirough 8 during the period of its effecliv eness shall survive such temiination. For purposes of 

this Section 11. "Final Order" shall mean an order ofthe Interstate-C'orn merce ConimissionSTB. 

anv successor agency, or a court with lawful jurisdiction over the niatter vvhich is no longer 

subject lo any further direct judicial review (including a petition for writ of certiorari) and has 

not been stayed or enjoined. 

12 15. Adjustment qfCha^rges 

All trackage rights charges under this Agreement shall be subject to adjustment upward 

or downw ard July I of each year by the difference in the tw o preceding years in UP/SP's system 

average URCS costs for the categories of niaintenance and operating costs covered by the 

trackage rights fee. "URCS costs" shall mean costs developed using the L'nifomi Rail Costing 

System.—The additional fee^NSF must-pay-UR/SP-pursuant-to Section 5b-of this Agreement 

shall be-snbje€-t-to4lH&sanie adjuslmenlT 



The rates for reciprocal sw itching senices established in Section 9h(i) and for haulage 

service established in Section 8j(in) shall be adjusted upward or downward each July I of each 

year to reflect fifty percent (50%) of increases or decreases in Rail Cost Adjustment Factor, not 

adjusted for changes in productivity ("RCAF-U") published by the Surface Transportation Board 

or successor agency or other organizations. In the event the l<C.AF-U is no longer maintained, 

t'ne parties shall select a substantially similar index and. failing to agree on such an index, the 

matter shall be referred to binding arbitration under Section 15 ofthis Agreement. 

Ihe parties will agree on appropriate adjustment factors i f nol covered herein for 

sw itching, haulage and other charges. 

L'pon every fifth anniversary of the effective date pf this Agreement, either party may 

request on ninety (90) days notice lhal the parties jointly review the operationsoperation ofthe 

adjustment mechanism and renegotiate its application. If the parties do not agree on the need fpr 

or extent of adjustment to be made upon such renegotiation, either party mav request binding 

arbitration under Section 15 ofthis Agreement. It is the intention of the parties that rates and 

charges for trackage righis and sen ices under this Agreement reflect the same basic relationship 

to operating costs as upon execution ofthis Agreement (September 25, 1995). 

13. 43^ Assignability 

I liis Agreement and any rights granted hereunder may not be assigned in whole or in part 

w ithout the prior consent of the other parties except as provided in this Seclionsection. No party 

may permit or admit any third party to the use of all or any of the trackage to which it has 

obtained rights under this Agreement, nor under the guise of doing its own business, contract or 

make any anangement to handle as its own trains, locomotives, cabooses or cars of any such 

third party vvhich in the nomial course of business vvould nol be considered the trains, 

locomotives, cabooses or cars of that party. In the event of an authorized assignment, this 



Agreement and the operating rights hereunder shall be binding upon the successors and assigns 

ofthe parties. This Agreenient may be assignci by either party vvithout the consent ofthe other 

pnly as a result of a merger, corporate reorganization, consolidation, change of contro". or sale of 

substantially all of its assets. 

14, 14, Gm^ernment .Approvals 

The parties agree to cooperat;: w ith each other and make whatev er filings or applications, 

i f any, are necessary lo implemeiu lhe provisions of this Agreement or ĉ f any sepaiate 

agreements made pursuant to Section 9(f) and whatever filings or applications may be necessary 

to obtain any approval lhat may be required by applicable law tor the provisions of such 

agreements. BNSF agrees nol to oppose tiie primary application or any related applications in 

Finance Docket No. 32760 (collectiv ely the "conlrol case"), and nol lo seek any conditions in the 

control case, nol lo support any requests for conditions filed by others, and not to assist others in 

pursuing iheir requests. BNSF shall remain a party in .ne control case, but shall not participate 

further m the conlrol case other than to support this Agreenient. to protect the commercial value 

ofthe righis granted to BNSF by this Agreement, and lo oppose requests for condituMis by other 

parties which adversely affect BNSF; prov4d€dPROVlDED, liow^vefHOWEN ER. thai BNSF 

agrees to reasonably cooperate with UP/SP in providing testimoiiv to the ICC necessarv to 

demonstrate that this Agreement and the operations to be conducted thereimder shall prov uie 

effective competition at the locations covered by the Agreenient. UP SP agree to support ihis 

Agreement and its implementation and warrant that it has not entered into agreements vvith other 

parties granting rights lo other parties granted to BNSF under this Agreenient UP SP agree to 

ask the ICC to impose this Agreement as a condition to approval ofthe conlrol case During the 

pendency of the control case, UP and SP shall not. without BNSF's wntten consent, enter into 

agreements with other parties which vvould grant righis to other parties grantcvi to BNSF or 



inconsistent with those granted to BNSF under this .Agreement vvhich would substantially impair 

the overall economic value of rights to BNSF under this Agreenient. 

15. Arbitration 

UntesolvedExcept as otherwise provided by any decision of the STB or by separate 

agreemert, unresolved disputes and controversies conceming any ofthe terms and provisions of 

this Agreement or the application of charges hereunder shall be submitted for binding arbitration 

under Commercial .Arbitration Rules ofthe American Aibilration Association vvhich shall be the 

exclusive remedy of the parties. 

16. Further Assurances 

The parties agree to execute such other and further documents and to undertake such acts 

as shall be reasonable and necessary to carr>' out the intent and purposes ofthis Agreenient. 

17 +7, No Third Party Beneficiaries 

This .\greemenl is intended for the sole benefit of the signatories to this Agreement. 

Nothing in this Agreement is intended or may be construed lo giv e any person, finn, corporaiion 

or other entity, other than the signatories hereto, iheir pemiitted successors and pemiitted 

assigns, and their afTiliaies any legal or equitable right, remedy or claim under this Agreement. 
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UNION PACIFIC RAILROAD COMPANY 

By:. 
Title: 
SOUTHFRH4^A4TFlC 
TRANSPORTATION Cm4PAN¥ 

TWef 

THE BURLINGTON NORf HERN AND 
SANTA FE RAILWAY COMPANV 

By: 
Tide: 

tKDHOI :it5IOl'''f 11 07250! 15211-. 5 g 
*J.'i210()47R.« " 



CERTIFICATE OF SERVICE 

I do hereby certify that copies of the Joint Submission of Restated and Amended 

BNSF Settlement Agreement (UP/SP-386/BNSF-92) are being served on all parties of 

record. 

Adrian L Steel, Jr 
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MAYER. BROWN 8c P L A T T 
I 9 0 9 K 5^REE.T. N.W. 

W A S H I N G T O N . D .C . a O C 0 6 - l I Q l 

Erika Z. Jones 
DIRECT DIAL i Z O Z ) 2 6 3 3 2 3 2 
D I R E C T FAX ( 2 0 2 ) 2 6 3 ^ 2 3 2 

EJONES@MAyEHBROWN COM 

Julv :ooi 

M A I N P H O N E 

< 2 0 2 ) 2 6 3 - 3 0 0 0 
M A I N FAX 

( 2 0 2 ) 2 6 3 - 3 3 0 X 3 

VIA HAND DELIVERY 

The Honorable \ Tiion A. W illiams 
Secretary 
Surface fransportation Board 
1̂ )25 K Sireet NW 
Washington. DC 20423-0001 

Re: Finance Docket No. 32760. Union Pacific Corporation, et al. -
C ontrol and Merger - Southem Pacific Rail Corporation, el al. 

2 0i«A*8'i 

Finance Docket No. 32760 (Sub-No. 21). I 'nion Pacific Corporation, et al. -- ioz'^SH 
Control i'nd Merger - Southern Pacific Rail C orporation, el al. (Oversight) 

Dear Secretary Williams: 

Enclosed for filing in the above-captioned proceeding are the original and twenty-five 
(25) copies of The Burlington Northem and Santa Fe Railway Company's Comments on 
Unresolved Issues Relating lo the Restated and .\mended BNSF Settlement .Agreement (BNSF-
^3). Also enclosed is a 3.5 inch disk containing the text ofthe filing in WordPerfect 9 format. 

I vvould appreciate it i fyou wou'd dale-stamp the enclosed extra copy ofthis filing and 
return it lo the messenger for our files. 

Sincerely, 

Erika Z. .lones 
Enclosures 

cc: Ali Parties of Record 

ENTERED 
OfNce of the Secretary 

JUL 26 2001 
Partof 

Public Rtcora 

CHARLOTTE CHICAGO COLOGNE FRANKFURT HOUSTON LONDON 

LOS ANGELES NEW YORK PALO ALTO PARIS WASHINGTON 

INDEPENDENT MEXICO CITY CORRESPON-)ENT JAUREGUI. NAVARRETC, NADER Y ROJAS 



BNSF-93 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 - 202.953 

UN, :)N PACIFIC CORPORATION, UNION PACIFIC RAILROAD C O M ^ ^ Y 
AND MISSOURI PACIFIC RAILROAD COMPANY \ v 

CONTROL AND MERGER -

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 

COMPANY, SPCSL CORP AND ̂ HE D E N V C AND 
RIO GRANDE WESTERN RAILROAD COMPANY 

Finance Docket ^ •). 32760 (Sub-No 21) - Z O Z ^ I t ^ 

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 

(OVFRSIGHT) 

BNSF COMMENTS ON UNRESOLVED ISSUES 
RELATING TO THE 

RESTATED AND AMENDED BNSF SETTLEMENT AGREE.MENT 

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

The Burlington Northern 
and Santa Fe Railway Company 
2500 Lou Menk Drive 
Third Floor 
Ft. Worth, Texas 76131-0039 
(817) 352-2353 or (817) 352-2368 

Erika Z. Jones 
Adrian L. Steel. Jr. 

Mayer, Brown & Platt 
1909 K Street, NW 
Washington. DC 20006 
(202) 263-3000 

ENTERED 
OHJce ol the Secretary 

JUL 2 6 2001 
Part o* 

Public R*cor(S 

Attorneys for The Burlington Northern and Santa Fe Railway Company 

July 2? 2001 



BNSF-93 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI P.\CIFIC RAILROAD COMPANY 

-- CONTROL AND MERGER -

SOUTHERN PACIFIC RAIL CORPORATION, SO'JTHERN PACIFIC 
TRANSPORTATION COMPANY. ST, LOUIS SOUTHWESTERN RAILWAY 

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

Finance Docket No. 32760 (Sub-No. 21) 

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

- CONTROL AND MZr'.GER --

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 

COMPANV, SPCSL CORP. AND THE DENv/ER AND 
RIO GRANDE WESTERN RAILROAD COMPANY 

(OVERSIGHT) 

BNSF COMMENTS ON UNRESOLVED ISSUES 
RELATING TO THE 

RESTATED ANO AMENDED BNSF SETTLEMENT AGREEMENT 



The Burlington Northern and Santa Fe Railwav Company ("BNSF") submits the 

following comments on the issues that remain unresolved between BNSF and UP with 

respect to how the BNSF Settlement Agreement sfiould be modified in order to 

incorporate the conditions imposed by the Surface Tranoportation Board ("Board ) on 

the UP/SP merger and subsequent agreements between the parties. 

INTRODUCTION 

As reported to the Board and in accord with its direction, BNSF and UP have 

engaged in negotiations over the last several months to restate and amend the origiral 

BNSF Settlement Agreement. The process which BNSF and UP have undertaken is 

focused on updating the original September 25, 1995 Settlement Agreement so that it 

incorporates the terms ofthe First and Second Supplemental Agreements as well as the 

conditions imposed by the Board in Decision No 44 and subseque-1 Board decisions 

interpreting and clarifying those conditions. 

BNSF and UP have reached agreement on lhe majority of the changes to be 

made to the Settlement Agreement, and are jointly submitting a separate pleading 

which restates the Settlement Agreement, identifies all of the proposed changes, and 

sets forth BNSF's and UP's sepaf'ate proposed alternatives concerning matters on 

which the parties have not reached final agreement.^ These comments address the 

reasons why BNSF believes that its proposed alternatives should be adopted by the 

Board in order to ensure that BNSF is able to provide the full and effective replacement 

competition that the Board envisioned when it app.-oved the UP/SP merger in 1996. 

^ It should be noted that BNSF and UP have resolved their differences with respect 
to the definition of "New Shipper Facilities" since their July 2, 2001 suLmissions. 



A. Definition of "2-to-l" Points 

BNSF has proposed that the Settlement Agreement be modified to include a 

definition of "2-to-1" points. Such points (which include, hut are not limited to, the points 

listed in Section 8(i) of and on Exhibit A to the Settlemem Agreement) aro critical to the 

determination ofthe rights BNSF received pursuant to the merger For example, BNSF 

received the nght to sen/e "2-to-l" shippers, existing transloads and new shipper 

facilities at "2-to-l ' points. Thus, a clear definition of the term is vital to ensuring that 

shippers will receive the full benefit ofthe Board's conditions. 

BNSF's proposed language defines a "2-to-1" point to be all geographic locations 

(as defined by 6-digit Standard Point Location Codes ("SPLCs")) served in any manner 

by both UP and SP before the merger, regardless of how long before the merger 

shippers may have availed themselves of that service, and regardless of whether any 

shipper at such a location was open to or served by both UP and SP pre-merger. This 

approach reflects the fundamental economic fact that rate and service competition 

existed pre-merger at "2-to-l" points regardless of whether a particular shipper received 

or was open to service from both UP and SP. For instance, a shipper interested in 

constructing a new facility at a geographic location served only by UP and SP before 

the merger could hav3 negotiated with each carrier to obtain the most favorable rate 

and service package it could, and the fact that some other shipper at that location may 

or may not have been receiving (or been open to) service by both carriers would have 

been totally irrelevant to the shipper's negotiations with UP and SP. 

UP characterizes BNSF's proposal as an effort to significantly broaden the 

definition, and asserts that a geographic location is not a ^-to-T' point if no shipper at 

the location was actually served by or open to service by both UP and SP and no other 



carrier prior to the merger. UP's proposed restriction, however, would aeprive shippers 

and communities of the pre-merger rate and service competition which existed at such 

geographic locations Such competition was dhven by the availability of, for instance, 

build-out and transloading options for such shippers, as well as the flexibility shippers 

had in locating new facilities on UP or SP lines, thereby enabling such shippers to play 

UP and SP off against each other. Moreover, UP s position directly contradicts the 

deposition testimony of its principal witnesses given during the UP/SP merger 

proceeding that UP intended to preserve all forms of pre-merger competition at "2-to-1" 

points.^ Accordingly, the Board should hold UP to the representations nade by its 

witnesses to the Board in the UP/SP merge- review proceeding. See Decision No. 44 

at 12 n.14 ("Applicants must adhere to ali ot their representations."). 

In Decision fJo 44, the Board found that the UP/SP merger, as conditioned by 

the Board, would nr i diminish competition at "2-to-T' points. Decision No. 44 at 121-24. 

In reaching this conclusion, the Board identified and addressed several kinds of pre

merger competition that needed to be preserved at such points. These included direct 

service, service via reciprocal switching siting competition, transloading competition, 

build-in/build-out competition plant switching, and source competition, id. at 122-24 

2 

In addition. UP's position is contrary to the position exr essed by the Applicants 
in their pleadings to the Board that there was no "location, anywhere, where a shipper 
has the option of transloading from UP to SP, or vice versa today, or of trucking from a 
non-rail served point to either UP or SP today" that will not continue to have such an 
option via BNSF after the merger. UP/SP-231, Vol. 2, Part B, V S. Peterson (Tab 17) at 
77 (emphasis onginal). See afsp UP/SP-260 at 24 ("there is simply no . . . instance" of 
a shipper being left without an independent transloading option comparable to its pre
merger UP or SP option). Shippers at 6-digit SPLC locations served by both UP and 
SP had such a transloading option before the merger regardless of whether another 
shipper actually received service from both carriers, and UP's current position would not 
preserve that option. 



See also Decision No. 61 at 9-10 In so concluding and in determining which conditions 

to impose on the merger in order to preserve these vanous forms of competition, the 

Board never suggested (nor did its reasoning imply) that there must hav/e been at least 

one shipper at a location that xtually received, or was open to. both UP and SP service 

prior to the merger for a location to qualify as a ' 2-to-r' point for purposes of the Boc d s 

conditions (as UP now claims).^ To the contrary, such a condition would have 

undermined the policy of preserving ;ompetition by failing to address the fact that, 

regardless of whether any shipper at such points had direct service from both UP or SP 

prior to the merger, various forms of indirect competition existed at such points.'' 

^ In this regard. NIT League argued to the Board in the UP/SP merger proceeding 
that the "2-tc-r' shipper concept, . s provided for in the original BNSF Settlement 
Agreement, was too narrow because tne Agreement only protected shippers presently 
receiving service from both UP and SP (and no other earner). See Decision No. 44 at 
39. UP has asserted in the pa lies' negotiations that the Board rejected NIT League'r 
argument on this poii,* and thus that BNSF's position on the definition of a '2- to- l " point 
should correspondingly be rejected. However, the reason the Board did not accept NIT 
League's use of 6-digit SPLCs to evaluate the "2-to-r' impact of the merger was not 
because there was no loss of pre-merger competition at 6-digit SPLC locations served 
by only UP and SP before the merger, but because NIT League's analysis aggregated 
traffic that would experience different types of competitive problems that the Board 
thought were susceptible to different types of remedies Dec. No. 4-t at 123. >n fact, the 
Board then acted to preserve exactly the type of indirect competition which NIT League 
claimed would have baen lost at 6-digit SPLCs, and there is nothing in the Board s 
decision which would support UP's position that there had to be at loast one dual-
served shipper at such locations before the Board's remedies should apply. 

* Indeed, the inclusion of Reno, NV as a '^ - to- l " point on Exhibit A to the BNSF 
Agreement disproves UP's argument There, BNSF received access to "only 
intermodal, automotive, transloading . . , and new shipperjacilities located on the SP 
line' (emphasis added). No shippers at Reno received service from both UP and SP at 
the time of the merger. Nonetheless, the parties recognized that BNSF access to 
transload and new shipper facilities was necessary to preserve the pre-merger indirect 
competition which was provided by the proximity of the SP line to (he UP lino, even 
though no shipper at Reno was actually served by or open to both UP arid SP before 
the merger. 



Further. UP's position that, in order for a geographic location to qualify as a "2-to-

1" point for the purposes of the Board's conditions, there must have been at least one 

shipper at the location that was served by (or open to) UP and SP and no other carrier 

before the merger is inconsistent in several ways with the testimony given by its 

principal witnesses in the UP/SP merger proceeding. 

First, Richard B Peterson, UP's Senior Director - Intertine ./larketing at the time 

of the merger, testified that UP/SP "looked broadiy, as broadly as we could imagine, at 

identifying two-to-one points" and that UP/SP intended to preserve all pre-merger 

competition at "2-to-l" points. Deposition of Richard B. Peterson (February 5-6, 1996) 

at 72-73 (hereinafter "Peterson Dep. at ").^ 

Second, UP's position is at odds with the process that Mr. Pblerson and John H. 

Rebensdorf UP's Vice President of Strategic Planning at the time of the merger, used 

(and on which the Board relied) to identify the "2-to-l" points where pre-merger 

competition would need to be protected. Mr. Peterson testified that UP/SP began this 

process by including as "2-to-l" points all points that could be served by both UP and 

SP and no other railroa'i prior to the merger, regardless o^ whether any traffic was 

actually served by one or both of the t>vo carriers. Peterson Dep. at 213 See also 

Deposition of John H. Rebensdorf (January 22-23, 1996) at 188 (hereinafter 

' Rebensdorf Dep. at ") (a 2-to-1" point is where both UP and SP and no other 

railroad has access"). Mr. Peterson then explained that 6-digit SPLCs were used to 

^ Excerpts of deposition testimony cited herein are included in Appendix 1 filed 
with these Comments. 
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identify the geographic locations that would qualify as a "2-to-l" point. In Mr. Peterson's 

own words: 

And so we as I say embarked on an effort that was a joint 
effort with SP to identify all these standard point location 
codes on a six digit basis, where UP and SP were both 
present Now, that would, in effect, identify all the cities and 
towns and suburbs, anyplace wheie our tracks happened to 
be there, whether or not the tracks crossed, whether or not 
they connected, or whatever. But we got all those points 
id€:ntified. 

Peterson Dep at 74. See aJso Id, at 215 ("we looked first for all of these six-digit 

SPLCs where both UP and SP were present ... with nc other railroad"); Rebensdorf 

Dep. at 396 (the so-called "Open and Prepay List" was used to identify ^ - to - l " points). 

Then, only after all geographic "2-to-l" points were identified, did UP/SP look to 

see exactly which customers were benefiting from two-carrier competition at those 

points Peterson Dep. at 74; Rebensdorf Dep. at 398, The most obvious customers 

benefiting from such competition were those customers who were being served by both 

carriers either directly or by reciprocal switch before the merger. Peterson Dep. at 74. 

These v^ere the traditional "2-Lo-l" shippers, and BNSF received accass to them 

However, as Mr. Peterson noted, "it would have been a mistake to stop there." 

Id. at 75. There were other ways in which competition at these "2-to-l" points could be 

lost other than by the loss of direct or reciprocal switch service This included 

transloads and source competition (as well as several other forrns of competition.) Id, 

at 86-88. Nowhere in his discussion of competition at "2-to-l" points did Mr. Peterson 

state that the presence of an actual "2-to-l" shipper was a prerequisite to the existence 

ov such competition (or for tlie definition of a "2-to-l" point). The reason he did not do 



so is obvious - such competition existed pre-merger whether or not such a shipper was 

present.^ 

Thus it is clear that, under both the Board's requirement that indirect pre-merger 

competition be preserved and the process and definition used by Messrs, Peterson and 

Rebensdorf, 6-digit SPLC geographic locations where both UP and SP provided sen/ice 

before the merger are '2-to-l" points for purposes of the Board's conditions. Any otho»r 

conclusion will perpetuate a clear loss of pre-merger competition.'' 

° At the time of Mr Peterson's deposition testimony, UP/SP had not yet added 
language to the BNSF Settlement Agreement which expressly granted BNSF the right 
to serve existing transloads at "2-to-1" points. At that time, the Agreement merely gave 
BNSF the nght to build new "mduslnes' at "2-to-l" points. See, e ^ . Original BNSF 
Agreement at § Ic. However, at the rebuttal deposition of Mr. Rebensdorf. UP's lead 
counsel expressly stated that the BNSF Settlement Agreement would be amenu<'d to 
clanfy that BNSF would have the nght to serve both existing and new transload facilities 
at "2-to-r' points. See Deposition cf Joh- H. Rebensdorf (May 13, 1996) at 10-12. 
Neither UP's counsel nor the Second Supple - ^ntal Agreement, however, conditioned 
the additional nght to serve existing transloads in any way on the presence of an actual 
"2-to-1" shipper. 

^ In its Report on Issues Ansing Under the BNSF Settlement Agreement (UP/SP-
385) filed on July 2, 2001, UP asserted that until recently the concept of "2-to-r' points 
has produced "little or no debate" and that there is no reason to expand the concept. 
UP/SP-385 at 11-12. There have, however, been instances where UP's position has 
resulted in the loss of pre-merger competition. 

For example, a dispute arose in 1998 between BNSF and UP as to whether 
BNSF should have the right to serve a transload at Tracy, CA owned and operated by 
Refngerated Distnbution Specialists (' RDS"). This transload existed at the time of the 
UP/SP merger. Although Tracy is a 6-digit SPLC geographic location served by only 
UP and SP pre-merger, UP refused to allow BNSF access to the RDS facility because 
no other shipper at Tracy received (or was open to) service from both carriers. 
However, the RDS facility clearly provided pre-merger rate and service competition to 
shippers located on the nearby UP lines that could use its services, and UP's persistent 
refusal to acknowledge the loss of such competition eventually led to the shipper 
involved making other arrangements, thereby losing the benefits cf the pre-merger 
competition that existed. Other examples of how UP's position has deprived shippers of 
such indirect p.e-mergcr competition exist as well (e.g., situations where UP and SP 
competed pre-merger through captive short-linesV 



B. Definition of "Existing" and "New Transload Facilities" 

The BNSF Settlement Agreement granted BNSF the right to serve existing and 

new transload facilities at "2-to-r' points In Decicion No. 44, the Board expanded the 

"new facilities' condition to also grant BNSF access to new transload facilities on 

trackage rights lines Dec No, 44 at 146 BNSF believes that, in order to provide 

greater certainty as to what types of facilities qualify as transload facilities under the 

Settlement Agreement, a definition of both existing and new transload facilities should 

be included in the Agreement. UP. on the other hand, believes that it is unnecessary to 

include a definition of existing transload facilities, asserting that all such facilities should 

have been identified by now.® 

Even apart from this dispute between the parties as to whether definitions for 

both terms are necessary, there is a fundamental area of disagreement that separates 

the parties. The dispute centers around UP's position that, for a facility to qualify as a 

transload facility pursuant to the Settlement Agreement, the operator of the facility -

whether existing or new - may not h we any ownership ofthe product being transloaded 

and the facility must be open to the public.^ As explained below, UP's position would 

' With respect to this point, while the majonty of existing transload facilities at the 
"2-to-r' points listed on Exhibit A to the Settlement Agreement may well have been 
identified, such facilities at all other 6-digit SPLC locations where only UP and SP 
provided service pre-merger have not been identified oecause UP has refused to accept 
BNSF's definition of "2-to-r' points. The RDS facility at Tracy, CA discussed in 
Footnote 7 above is one example of such existing transload facilities. 

^ The requirement that the transload facility be open to the public is not expressly 
stated in UP's proposed alternative for the definition of a new transload facility, but it is 
inherent in UP's position that the owner can have no ownership of the transloaded 
product, and UP has argued on that basis. See JP's July 2 Report at 10. 



significantly undercut the effectiveness of the Board's transload coiidition in preserving 

pre-merger competit on. 

First, when applied to existing and new transloads at "2-to-l" points, there is little 

doubt that a transload facility operated by a single shipper or receiver at a "2-to-l" point 

with an ownership interest in the product being transloaded would lose the UP versus 

SP competitior^ it enjoyed before the n îerger if UP's position is accepted. For instance, 

a shipper located at a "2-10-1" point on a UP line pre-merger which also owned and 

operated a private transload facility located on an SP line pre-merger that handled the 

shipper's own products would clearly lose the benefit of the competition between UP 

and SP that it enjoyed pre-merger. It enjoyed that competition notwithstanding the facts 

that the shipper owned the product being transloaded and that its transload facility was 

not open to the public. 

Second, with respect to new transload facilities on trackage rights lines, the 

Board has interpreted and applied the transload condition in a literal manner to require 

that BNSF have access to any new legitimate transload facility built on the trackage 

rights lines. See Decision No. 61 at 7 ("The transload condition should . . . be read 

literally"). The Board was aware of and took into consideration UP's concern -

expressed once again in UP's July 2 Report (UP/SP-385 at 10) - that a liter?',ending of 

the new tiansload conditi'^n would enable BNSF to operate as if it had access to all 

exclusively-served shippers on UP's lines. Dec. No. 61 at 12-13. However, the Board 

concluded that the imposition of limitations that require the construction of 

improvements and operating costs above and beyond the cost of what it would cost to 

provide direct rail service would sufficiently protect UP against such a result without 
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compromising the Board's policy of ensuring that general pre-merger siting competition 

is preserved"^ and that BNSf- is able to secure adequate traffic density over the long 

term." The Board, however, nowhere indicated thai the costs of new legitimate 

transloads should be artificially inflated by a gratuitous requirement that shippers 

wishing to construct new transloads must -^oen them to the general public. 

Third, UP's argument is contrary to the Board s prior decisions on this issue. 

Initially, in Decision No. 44, the Board noted that pre-merger transloading competition 

would be preserved by allowing BNSF or third parties to locate transloading facilities 

anywhere on the lines where BNSF will receive trackage rights." Decision No. 44 at 

124. Then, as noted, the Board stated in Decision No. 61 that; "[t]he transload 

condition should . . . be read literally; BNSF may serve any new transload facility, 

including those owned and operated by BNSF itself. Dec. No. 61 at 7 (emphasis 

added). The Board drew no distinction in either decision between public and private 

transloads as UP now proposes should be done. Likewise, in Decision No. 75, the 

Board did not hold that distinction should be made between public and private 

transload facilities. 

°̂ In fact, the Board expressly stated in Decision No, 61 that, by expanding BNSF's 
access rights to include all new facilities and transloads on trackage rights I'-^es, it 
sought to "guarantee" that all pre-merger siting and transload competition would survive 
the merger. Decision No. 61 at 10. 

In this regard, it is not accurate to state - as UP has done in its July 2 Report 
(UP/SP-385 at 10) - that the Board did not anticipate or intend that some exclusively-
served UP shippers would be opened to BNSF as a result of the new transload 
condition. Indeed, the Board expressly stated that "BNSF will be allowed to access 
exclusively served shippers only by a legitimate transload operation." Dec. No. 61 at 
12 
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Thus, the Board should reject UP's effort to restrict transload fa-^ilities to only 

public facilities where the operator has no ownership of the product being transloaded. 

Transloading is a means of transportation which offers competition and is not 

dependent upon the identity of the party doing the transloading. The Board should 

therefore recognize that transloads operated by a single shipper or receiver with an 

ownership interest in the product being transloaded both benefitted from pre-merger 

competition and serve ihe purposes of the Board's new transload condition in exactly 

the same manner as other transloads. 

C. Restrictions on BNSF's Trackage Rights 

BNSF and UP disagree as to whether certain trackage rights which BNSF 

received pursuant to the Settlement Agreement and the Board's conditions should be 

restricted to overhead trackage rights or should otherwise be limited. In particular, UP 

contends that the trackage rights which BNSF received under Section l a of the 1995 

Agreement between Elvas (near Sacramento) and Stockton, CA should be overhead 

trackage rights only. UP also contends that the prohibition placed by Section 6c of the 

1995 Agreement on BNSF's ability to enter or exit the UP and SP lines between 

Memphis and Valley Junction, IL in the Houston-Memphis-St. Louis corridor and the 

geographic limit on traffic that BNSF can handle on those lines to traffic to, from or 

through Texas and Louisiana should remain in place. There is, however, no legitimate 

basis for either of UP's contentions, and BNSF should be entitled to fully utilize the 

trackage rights lines at issue. 

1. Elvas-Stockton Trackage Rights 

With respect to BNSF's trackage rights between Elvas and Stockton, UP 

contends that BNSF's rights on those lines should be restricted to overhead rights only 
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because the rights were granted "voluntarily" by UP to BNSF "solely to save BNSF 

substantial amounts of money". UP/SP-385 at 10. However, as shown below, these 

trackage rights were not granted solely for such purpose and, more importantly, the 

rights are no different from any of the other trackage nghts which the Board determined 

needed to be enhanced in order to enable BNSF to provide effective replacement 

competition. 

As originally contemplated by BNSF and UP in their negotiations leading to the 

BNSF Settlement Agreement, BNSF was to receive Central Corridor trackage rights 

over not only UP's line from Weso, NV to Stockton, CA (via Sacramento), but also over 

SP's line from Weso to Oakland, CA (also via Sacramento). The principal reason for 

these dual trackage rights was UP's desire to limit BNSF's use of the UP line to high 

speed intermodal traffic and to require BNSF to route its merchandise trains over the SP 

line. While BNSF was agreeable to UP s proposal. BNSF advised UP that, since 

BNSF's base for much of its operations in Northern California is in Stockton, the 

trackage rights over the SP line would not be viable unless BNSF had a competitive 

routing to Stockton from the SP line. The parties initially believed that such a routing 

could be achieved by allowing BNSF to connect with the UP line at Sacramento (over 

which, as mentioned above, BNSF was to be granted trackage rights) and operate over 

the UP line into Stockton, 

An inspection of the site, however, revealed that, while a connection might be 

technically possible, it would no\ be practical to construct since it would involve the 

closing of a street in Sacramento, and the City of Sacramento was opposed to any 

project that would increase train traffic in the city. In addition, the cost of construction 
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was thought to be prohibitive, and it was BNSF's position that forcing its trains to leave 

the SP line at Sacramento and operate through the existing connection to the UP line 

would significantly undercut BNSF's ability to compete via the SP line. 

Given the situation and BNSF's concern as to its ability to provide competitive 

service, the parties decided that BNSF Central Corridor trains using the SP line should 

simply stay on the SP line at Sacramento and use that line to reach Stockton. In 

granting BNSF additional trackage rights on the SP line, the Second Supplemental 

Agreement provided that BNSF would not have access to new facilities on that portion 

of ihe SP line It is UP's position .hat this restriction should remain in force. 

However, the actions of the Board in Decision No. 44 modifying and enhancing 

the access rights which BNSF received under the Settlement Agreement and the CMA 

Agreement supercede the original understandings of the parties and any intent that UP 

may have had to try to limit the scope of certain of the trackage rights. The Board found 

that full BNSF access to all of the trackage rights lines was necessary to ensure the 

preservation of the indirect competition that would othenA/ise have been lost as a result 

of the merger and to ensure that BNSF could obtain sufficient traffic density to 

implement and maintain a fully competitive replacement service for SP. 

Further, the Board has in the past rejected similar attempts by UP to constrict 

BNSF's trackage rights. For instance, in Decision No, 61, the Board rejected UP's 

efforts to restrict BNSF's trackage rights between Harlingen and Placedo, TX as well as 

BNSF's nghts between Craig Junction and SP Junction at San Antonio, TX to overhead 

rights only. The Board held that the conditions that it imposed should be read literally to 

provide BNSF the nght to serve new facilities (including transload facilities) anywhere 
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on the trackage rights lines and that it would not act to "jeopardize BNSF's ability to 

achieve sufficient traffic density". Decision No 61 at 11. 

Moreover, before the present dispute between the parties arose, UP itself 

recognized and agreed with BNSF that BNSF should have the right to serve new 

shipper facilities on the line between Elvas and Stockton and granted BNSF access to 

two such facilities on the line. For example, on January 5. 2000, BNSF requested 

access to and notified UP of its plan to serve Southdown Cement's new cement 

distnbution terminal at Polk, CA UP approved BNSF's request for access to 

Southdown Cement on March 29, 2000, In addition BNSF funded track repairs on UP's 

industrial track on which Southdown Cement is located in order to enable BNSF to 

provide safe and efficient service to Southdown Cement's facility. Similarfy, later in the 

year, BNSF also requested access to and notified Ul^ of its p i?" to serve a new facility 

owned and operated by Willamette Industries ai Elk Grove, CA UP approved BNSF's 

request and sen/ice plan for Willamette Industries on August 4, 2000, After having 

agreed that BNSF should have access to these two new shipper facilities on the line 

between Elvas and Stockton, UP has now reversed its previous position and adopted 

the new position that BNSF should not have access to any additional new shipper 

facilities that locate on the Elvas-Stockton line from this point forward. The Board 

should not countenance such an obviously anti-competitive change of position by UP. 

Accordingly, the Elvas to Stockton trackage rights form a critical component of 

BNSF's overall trackage nghts operations in the Central Corridor, and BNSF should 

have the right to serve new facilities on the line in order to both preserve pre-merger 

competition and maintain traffic density. 
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2. Houston-Memphis-St. Louis Corndor 

The restnctions on BNSF's trackage rights on the UP and SP lines between 

Memphis and Valley Junction were imposed by the Second Supplemental Agreement, 

As noted above, however, the Board, in Decision No. 61, rejected a pnor attempt by UP 

to restrict BNSF's right to serve new facilities on UP's line. The Board did so because 

such a restriction would be inconsistent with one of the pnncipal purposes of the new 

facilities condition - Le., ensuring that BNSF could achieve sufficient traffic density not 

only in the short term but also over the long term. Decision No, 61 at 11. ("We do not 

intend to jeopardize F ""^'s ability to achieve sufficient traffic density on these lines,") 

As explained below, UP's current proposal to restrict BNSF's ability to enter and exit 

these portions of the trackage rights lines and place geographic limitations on the traffic 

BNSF can carry over the lines would have the same effect.'^ 

Moreover, restricting BNSF's ability to connect with the trackage nghts lines at 

points north of Bald Knob and Fair Oaks would adversely affect BNSF's ability to 

compete in the Houston-Memphis-St Louis corridor. For instance, unit co il trains from 

In this regard, UP asserts that it is not making a new proposal, but that it is 
instead simply asserting that the existing language of tho BNSF Settlement Agreement 
should be retained. UP's position is incorrect in a number of respects. First, it has 
proposed the deletion of a key phrase from the existing language. That phrase provides 
that the restnction on BNSF's right M connect with the UP and SP lines at issue is 
subject to the right of BNSF to connect with its own lines under Section 91 (Section 9(m) 
in the Restated and Amended BNSF Settlement Agreement). Thus, a literal reading of 
the existing language (which was drafted largely, if not entirely, by UP) indicates that, at 
least with respect to its owri lines, BNSF can connect with tiie UP and SP lines north of 
Bald Knob and Fair Oaks. In the parties' negotiations, UP has asserted that this phrase 
is inconsistent with the imposed restrictions, and thus seeks to remove it from the 
language of the Settlement Agreement. While BNSF does not rest its argument that the 
restrictions should be discontinued solely on the presence of this qualifying phrase, it is 
disingenuous of UP to take the position that it is only seeking lO retain the existing 
language. 
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the Powder River Basin ("PRB") that BNSF could move, in competition with UP, to 

electric utilities and generating stations located in the corndor, such as Entergy 

Services, Inc.'s White Bluff Station, near Pine Bluff, AR, would most efficiently move 

over BNSF's lines from the PRB to points of connection with the trackage rights lines at 

Hoxie and Jonesboro, AR While BNSF may have other routes over which it could 

move such trains into the corridor, those routes are more circuitous and wo Jd not 

enable BNSF to compete as effectively against UP/''' 

In addition, UP's claim in its July 2 Report that BNSF and UP did not give BNSF 

the right to connect north of the two Arkansas junctions in the original Settlement 

Agreement because BNSF has its own network of lines in northeastern Arkansas and 

southeast Missoun (UP/SP-385 at 11) was rejected by the Board in Decision No. 61 as 

a basis for limiting BNSF's trackage rights. Decision No. 61 at 11. Similarly, UP's 

argument that BNSF's trackage rip'its were grantee on UP's lines north of Bald Knob 

and Fair Oaks solely for purposes of operating convenience in order to allow BNSF to 

avoid problems that might occur from running "against the flow" in the Houston-

Memphis corridor was likewise rejected by the Board, ibid. 

In sum, the restrictions on BNSF's right to connect with the UP and SP lines 

between Memphis and Valley Junction and the geographic limit on BNSF's rights to use 

those lines stem from a version of the BNSF Settlement Agreement that pre-dated the 

Indeed, in Decision No. 88, the Board granted Entergy Services, Inc. the right to 
build out to an SP line from its White Bluff, AR station and to receive service from BNSF 
via that build-out line. The Board s decision to grant Entergy the ability to replicate its 
pre-merger build-in/build-out option would, however, be seriously undercut if UP could 
prevent BNSF from connecting with the SP line at Jonesboro, AR for in-bound unit 
trains and with the UP line at Hoxie, AR for out-bound unit trains. 
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expansion of BNSF's rights whicn the Board felt was compelled to ensure full 

replacement competition and long term traffic density. To the extent UP (and perhaps 

BNSF) originally intended BNSF's use of tnese trackage nghts lines to be restncted, 

that intent has clearly been overndden by the Board's decisions. Accordingly, the Board 

should flatly reject the continuation of these artificial limitations. 

D- Team Tracks 

Before their merger. UP and SP competed at various locations through the use of 

public team tracks which function in a manner similar to transload facilities. For 

example, SP often competed for the traffic of shippers located on UP at or near "2-to-r' 

points by making available established public team tracks and then negotiating with 

shippers to handle traffic that they would have othenwise transported on UP. UP did 

likewise to compete for traffic that would have otherwise moved on SP. It is safe to say 

that, at nearly all recognized '2-to-r poin.s. both UP and SP maintained public team 

tracks for use by shippers not directly served by UP or SP at or near the "2-10-1" point. 

BNSF believes that, since the merger, UP has rationalized many such duplicate 

facilities because such intercarrier competition no longer exists. 

While the original Settlement Agreement did not specifically address this loss of 

competition, there is no doubt that the competition provided by public team tracks was 

another form of competition that existed before the UP/SP merger. However, because 

the location and operation of team tracks are somewhat flexible and transitory, it would 

be difficult at this point to identify a specific list of team tracks that were used by UP and 

SP in 1995 prior to the merger and then, in order to preserve pre-merger competition, 

grant BNSF the ability to use those team tracks. Many of the tracks have liKely been 
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closed, moved or modified, and thus it is necessary to devise another method of 

preserving the competition provided by team tracks. 

BNSF's proposal for doing so is to change the Settlement Agreement to provide 

tfiat UP would agree to sell team tracks that it t longer uses at "2-10-1" points to BNSF 

at normal and customary costs and charges Having acquired any such team tracks, 

BNSF could replicate the pre-merger competition that was lost by offering shippers the 

option to move their traffic via the team tracks. 

To the extent requiring UP to sell any team tracks it no longer uses to BNSF can 

be said to restrict UP's right to abandon, dispose of or to make other use of the 

property, that is a consequence of the merger which UP and SP voluntahly proposed 

and entered into and, in any balancing ofthe interests at issue, the Board should seek 

to preserve the public's interest in preserving competition rather than UP's proprietary 

interests. Moreover, UP's claim in its July 2 Report that team tracks were excluded 

irom BNSF access at "2-10-1" points because they can be easily constructed by BNSF 

(UP/SP-385 at 11) rests on a false premise. In order for BNSF to establish and serve a 

team track on its trackage rights lines in direct competition with UP, BNSF must 

negotiate with UP to locate and acquire property suitable for such a facility, seek UP's 

approval of BNSF's engineering plans for the track, rely upon UP's engineering 

department to install connecting and access tracks and switches and seek UP's 

approval of BNSF's proposed service plan. As a practical matter, this process makes it 

extremely difficult, if not impossible, for BNSF to establish its own public team tracks on 

its trackage rights lines. BNSF is willing to forego imposing a requirement of BNSF 

access to all team tracks at "2-to-r' points, but there is no valid reason for not requiring 
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UP to offer team tracks that it no longer uses or needs at such points if - as it has 

represented numerous times to the Board - VP is willing to act to preserve ah pre

merger UP versus SP competition. 

CONCLUSION 

For the reasons set forth above, the BNSF Settlement Agreement should be 

modified as proposed by BNSF to ensure that BNSF can, over both the short and long 

term, provide the effective competitive replacement which the Board envisioned and to 

which UP committed when the UP/SP merger was approved 
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(I) loinMhixig elw. 
a BV MR MOLM: 
O) Q. I'm ulking tboul two-to-one tbtent the 
(4) Mtiiement. 
<J) A.OIuy Attwo-(o-one locetioni, 
(« rwo-to-one poinu. lec'i leave ii with that for 
n now, two-to-one polnu. poinU where UP aervea, 
(t) SP aervea, no other railroad aervea, we have 
m id^^fied that that wojld open up to BN/Santa Fe 

(I0> o-viC* billion dollara cf our revenue. And we 
(ID could tranalate that into tona. but it would be. 
(IS you luiow. aome tonnage number that would match up 
(13) with that number 
(14) Q la my underaunding correct that that 
(15) billion dollara repreaent* approximately 50 
Of) percem of the traffic? 
(17) A. No. 
(If) Q. So you did not aaaume thai BN/SanU Fe 
(I?) would uke 50 percent of the traffic at thoae 
(30) po'nta? 
Cl) MR. ROACH: Object to the form of the 
(ZZ) queation 
(3) T H E WITNESS: I m not aure what context 
a*) you're in here. But - I'm nol try ing to evade 
C2St your queitiona or anything. The auiemeni 
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(I) regarding over a billion dollara of our traffic 
ra ia our eatimate, it'i not preciae. becauae tint 
m ii a very complicated thing But it'i highly 
(O coiuervative I believe thai the traffic at the 
(51 two-to-one poinu, traffic at Salt Lake City, 
«" Dtali, for example, that will be available for 
(7) B^'/S^nu Fe tc ..mpete for will be auch that, 
(t) when added with all the other rwo-to-one poinu. 
m w ould be well in exceaa of a billion dollara of 

(10) our current butinett 
(11) Now. thai wat actually - that alao 
iia includet I believe the New Orleans Houtton 
(H) corndor which it a rwo-to-one corridor and 
(14) probably the Houiton-Memphii comdor But it't 
(15) primarily the two-to-one points that generate 
(16) that. 
(17) Juat to tty to move thingt along and to 
(If) be cooperative, in our traffic atudy we predicted 
(i»i differem percenUget thai BN/SanU Fe would get 
cm of that business which in some cases were 50 
(2n percent, where in many cases were where they were 
(23 going 10 be a head to-head competitc. 
(25) BY MR MOLM: 
(24) Q Let me move on to a new area Would 
(IS) you tav that a diveraion of revenue, for example. 
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(0 from Kantat City Southem to UP/SP thai reii ited 
(Z) from thit merger indicates an impact on 
(3) competition? 
(4) A I believe that in my view it indicates 
(5) a positive impact on competition by providing 
(«) customera with an improved tervice product 
(7) Q So that, even if traffic It moved to 
(D the UP/SP tytiem and moved off of the KCS tytiem. 

tlial ia not an effect on competition inaofar at 
KCS? 
A. Well, I don't know about inaofar aa 
KCS. But, at fares the cuatomer it concerned, 
he It going lo have hit traditional KCS 

(14) joint-line option or whatever it it. he'll have a 
13) new VP/SP option We look al thoae two, we 

(15) determine if the UP'SP option it going to be 
(17) materially bener for the ahipper Ifitit. we 
(IS) divert a percenuge of the traffic over lo the 

new route. 
(30) It it procompetilive for the ahipper, 
(21) procompetilive for the rail network, ll may 
(20 reault in tome lott revenue for KCS, but I don't 
(23) ace how thai Iranilatet into KCS't 
(24) competitiveneat. Whether or not KCS lotea a few 
(2S< million dollara thould nol affect itt overall 

(») 
(IU) 

(11) 

112) 

(13! 
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(1) coniytitiveneaa. 
ra Q. How about competition in general, thia 
O) diveraion of revenue? 
(4) A. How about it? 
(J) Q. Would there be an effect on 
(*> competition? 
n MR ROACH Atkedandantwered. 
(tl T H E WITNESS: It would be enhanced, 
Cl competition would be enhanced The ahipper haa, 

(101 in addition to hit exiating producu. a new and 
(III improved product to chooae from. 
(la BYNtR MOLM 
(13) Q. What if. uting thia tame example. KCS 
(14) would not be able to make all ofthe capiul 
(15) inveatmenu it had planned to make becauae lU 
Uf) revenuea are Ieaa7 Would that be an effect on 
(17) competition? 
(If) A. I don't accept first of aU that 
(i»i attumplion I don't think firat of all. when a 
(3(71 railroad lotea butineaa and gaitu butineaa which 
a.) happent as you kjiow every day in the marketplace, 
(2a we're probably winning or loaing a contract and 
(231 getting a phone call in Omaha lo that effect 
(341 while we're talking here today, that's more 
(25) significant thtn any money you might be ulking 
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(11 about here. 
ra So, on the one hand, the number you're 
(3) ulking about is very minor and I can't cnviaion 
(41 it affecting KCS's capiul budget. Secondly. KCS 
(3) is one ofthe mon profiuble railroads in the 
ifi country And thit\lly, when you do lose butinett, 
(7) you adapt You v.in tome, you lot* tome But. if 
(fl you lote a million dollars in revenue, you may 
(»i aave HOO.OOO in cosu becauae you're not running 

(10) ceruin locomo'ives and contuming fuel tnd paying 
(111 

( i r j 

(131 

(14) 

(15) 

(16) 

(17) 

( ID 

(1») 

(30) 

crews to handle that butinett So the net impact 
here It nol of t magnitude even beyond KCS't 
senior management't radar tcope. 
Q What if it cauted KCS lo reduce 
aervice'' Would that be an effect on competition? 
A. If KCS't lottct were to mataive that it 
actually had to reduce tome train aervice, 
poBtibly you could ditcutt that point fiirther. 
Bui thete lottet in thit case are amall. they're 
fragme iied, a lot of them are ahort-haul 

(21 > movements, n-ovemenu coming out of Lake Charles 
m and Port Arthur, and KCS is handing them off to 
(23) ut or SP up al Shrevepon or tomewhere. 
(241 And, you know . keep in mind something, 
(25) our ttudy wat d ine on 1994 dau. And we adjusted 

Page 72 
(I) il at betl we could • in lude KCS'itettlement 
ra in BN/Sanu Fe Bui the gains lhat your people 
(3) have ulked about bated on your settlement in 
(4; that caie are going to be tigmficant and create 
(-̂  far more butinets than you're going to lote 
(ff) here 

O Q Let's go to your definition of 
(D rwo-io-ones We were discussing il earlier in 
(9) connection with parallelism. Is it my 

(lOi undersunding thai UP looked at poinu aerved by 
(11) both carriers in defining what is a two-to-one 
(la aituation? 

(13) A We looked broadly, at broadly at we 
(14) could imagine, at identifying rwo-lo-one poinu 
(15) And included in thai broad analysis was an 
(161 Identification of points by use of standard point 
(17) location codes. SPLCs, where we and SP aerved the 
(It) aame point 
(If) Q. And by point do I uke that to mean a 
(30) customer al that point? 
(21) A. Well, il't a fairly complicated procett 
az> thai we went through. If you'd like me to 
(2J) explain it and thai would ahortcut aome 
(34) quettioni, I would be glad to do that Il't not 
(35) at timple at - guile as simple at that. 

Page 67 to Page 72 
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(I) Q Explain it. 
ra A. Okay. Our goal waa to identify all 
(3) two-to-one competitive tituationa between UP and 
(4) SP. We firat looked at aa you aay two-to-Oiie 
(5) poinu And we thought now how are all the waya 
16) that UP and SP compete for ahippera* butineac a* 
(7) theae two-to-one poinU 
(f) And we thought, Weil, one way ia by 
(9) intermodal aervice, T O F C , COFC aervice. ao we did 

(10) an analyalt of that and found that, with new 
(11) intermodal aervice at Salt Lake City and al Reno 
(IS and BN/Sanu Fe't very extenaive exiating networt 
(13) of intermodal urminalt. all intermodal 
(14) aituationa would be covered. 
(15) We then did Ihe aame for automotive 
(Iff) butinett and found pretry much the aame antwer 
(17) With BN/Sanu Fe't ability to put in intermodal 
(If) termirjls - inurmodal and automotive facilitiea 
i\9> at any of the two-to-one poinu but eapecially 
(30) Sail Lake City and Reno, where we and SP both had 
ai) them, that would cover the SP/UP temtory. And 
(32) we made a complete review of this. 
OJ) Ci.'n we taid. well, now we have carload 
(24) butineaa. your individual carload thippen and 
(251 how are they terved jointly And really the 
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(I) primary way it through reciprocal twitching And 
m to we at I tay embarked on an effort that wat a 
(3) joint effort witti SP to identify all iheae 
(4) tundard point location codea on a aix digit 
(5) batit, where UP and SP were both pretenl. 
(«) Now, that would, in effect, identify 
I 1 all Cie ciliet and towr.t and auburfct, anyplace 

* here our irtck- happened to b- there, wheihvr or 
not the Irackt crossed, whether or nol they 
connected, or whatever. Bui we got all those 

(II) poinu identified Then we taid. okay, now 
(la within Ihoie poinu at you're tuggeating how do 
(13) you fiid out which cuttomere are. in fact. 
(14) benef (ing from two-railroad aernce and which 
(15) aren ( 
(IS) And so - e firal looked al reciprocal 
(17) awitching and we got tU the reciprocal switching 
(It) Urifft of UP and SP which generally tiat all the 
(19) cuttomera lhal are open to twitching. And we 
(30) were fortunate becauae. in the last year and a 
(21) half. Ihe AAR hat led tn induatry effort for each 
(20 railroad to identify til iu induttriei that are 
(33) open and provide them into a national daubatc 
(24) which it going to become one of rruny r4ational 
(25) railroad daubatet to tireamline a lot of 

X M A X ( I 3 ) 

IIOI 

Page 75 
(1) administrative functiona in railroading, 
ra And we're a participant in that study 
(3) and thai wat helpfiil because we had already done 
(4) a lot of lhat work and we put thai to good use 
(5) and identified all the ahippera who are open to 
(«) reciprocal switching al each of thete terminals 
(7) and then gol the SP people involved and that made 
(X) acme good crott-checkt and we did thai. 
CO But il would have been a mittake to 

(10) atop there At we ditcutsed eariier, joint 
(11) facility agreemenu between railroadt allow joint 
(la aervice And to a guy on my tuff got - and 
(13) again we're fortunate because our joint facility 
(14) group has in Ihe laal couple yeara computerized 
(15) all our joint facility agreemenu ao we have them 
(It) on summaries of each one in a computer dauhaae. 
(17) We got those oui, they're in my work 
(If) papera We went through each one of them to 
(ID identify Ihe actual areas and cutiomert where 
(20) there it a joint facility agreement thai says SP 
(31) will rtin a twitch engine and aerve the induitnea 
(2a on behalf of both UPor SP or wnatever 
(33) And we alao catt out to our regional 
(34) taletpeople and atked them if they could think of 
(35) anyplace that we might have mitted. And then 
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(I) finally we looked for placea which are generally 
ro preoy well-known, where both UP aiyj SP have a 
(D direct rail apur into the ahipper. S o y c j 
(4) don't - you don't have a joint facility 
(5) agreemem. you don't need reciprocal twitching, 
(t) you jutt both go lo the ahipper. And there are a 
(7) fewofthoae. Not many, but a few. 
(t) And those created our dauhaae which 
(VI imtially was computed so that wa cotild generau 

001 volumea of buaineaa in a computer format that we 
(11) then provided to all the numerous partiea that we 
(<a negotiated with, provided the dau to KCS and to 
(13) Monuna Rail Link and Wiaconain Central and Utah 
(14) Railway and BN/Sanu Fe and othera. RailTex and 
(15) othera So that has becon-e our daubaae of theae 
(If) two-to-onc ahippera 
(17) And then we l(x>ked for two-to-one 
(It) comdora where you have oiOy rwo railroada 
(Ifl connecung iowns that may or may not have mora 
rJO) than two railroadt And we found two. we found 
(21) New Orleant to Houtton New Orleant hat a lot of 
na railroadt. Houaton hat a lot of railroada. but we 
(23) and SP have the only direct rouiea between the 
(34) two. KCS aa you know can connect them, but they 
(25) were a linJe too circuilout ao we called that a 

(10) 

(M) 

(!2> 

(13) 

(14) 

(IS) 

(Iff) 

(17) 

( I f ) 
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(I) two-to-<>ne corridor. We could have argued that, 
ra but we didn't 
(3) And then New Orieans to Memphit we 
(4) identified at a two-to-onc comdor. BN/SanU Fe 
(5) aervea that corridor and I and othera argued 
(ff) intemally thai that was really a threc-to-'wo 
(7) corridor Bui In the enc it was fell thai we ana 
(t) SP had the shorte- rouna and il was idenlif e», 
(f) alsc as a two-'o-one comdor 

MR. ROACH: You aaid New Orieana to 
Memphis 
THE WTTNESS Okay I alwaya do that. 
Houston to Mettiphis. i'm aony, Houaton to 
Memphis. 
IY MR HOLM 

Q. I thought thai was a whole new are/ 
A. Sorry. And that identified our 
two-to-onc univerae. Mr. Barber and othera have 

(Ifl done a lot of work on source competition and ao 
(30) forth to tee if thai would enter into the 
(21) decisions, but we didn't find ary problema 
(2a there. So that created the two-to-one situation 
(23) which was uted by our people thai were involved 
(24) in 'he negotiations with the various railroadt 
(25) for settlement 

Piî Tg 
(1) Q. Did you consult with Mr Barber makiitg 
(2) this analytis of two-lo-one poinU and two-lo-onc 
(3) corridora? 
(4) A. No He didn't - well, let me 
(5) qualify. As far tt identifying thr two-to-one 
(SI points, two-to-onc ahippera. intermodal, 
(7) auinmonve. we did that al UP w ith involvement 
(J) from SP Tlie only reaaon I mentioned Mr. Barber 
(f) It thai he's been kx.king at source competition. 

(10) And 1 suppose, if he had come up with aome, you 
(11) know, very difficult sitLiation. lhat he and 
(la othera would have discussed with the atiomeya 
(13) the Bigrjficance of that in the caae. But I'm 
(14) nol aware of lhat. I'm juat speculating lhat lhat 
(15) might have happened 
(Iff) Q Let's put aside the corridora for a 
(17) moment and lalk about the poinu You irentioned 
(It) three different ways both camera could acceaa a 
;i9) thipper tt a point, they were reciprocjl 
(30) switching, joint facility agreemenu. or apur 
(21) lines; is that correct? 
(2a A. Correct. 
(23) Q. And that point was confined to that 
(24) point, you didn't look at whether lhal point was 
(25) within a BEA and whether all shippers located 
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(I) frac aand from the upper Midwaat? 
ra A. Ofa, boy, do I ever. 
O) Q. To the aouth Texas drilling fields? 
(4) A Yea, I do remember thai vividly. 
(5) Q. I repreaent to you thit it a copy of 
(f) one of your venfied suumenu in that 
(7) proceeding. Would you review the sentence I have 
(t) underiined at least partially on page 5. 
(f) MR. ROACH: Thit it verified on 

(10) July 10. 1987. 
(11) T H E WITNESS: I juat want to get the 
(IS context again. Y^a. 
(IJ) BY MR MOLM: 
(14) Q. And wouid you read that aentencc I have 
(15) partially underlined into the record, pleaae. 
(If) A rhe aurt of a paragraph, aecond, frac 
(17) tend from Dlinois ongins providet intentc 
(If) competition againat frac aand frcm 
•Ifl Minneaou/Wiacontin origint for talea in theae 
(30) aouth Texaa dniling fieldt and mutt alao be 
(21) included in the market. 
(33 Q Doea that tuggeat. in evaluating 
(23) competition, your analytit in lhal catc wat much 
(34) broader in origin point? 
(25) MR ROACH: Object to the form of the 
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(I) queation. 
ra T H E WTTNESS: Our analyalt here was in 
an reaponae to Dr. Pittman's aaaertion that there 
(4) would be tome competitive impact on the moving of 
(3) all frac aand from the upper Midwest to thit BEA. 
(ff) thit big BEA In touth Texaa Believe me. il'a 
(7) big it would uke all day lo drive acmtt it. 
(f) .\nd tiiat wat the purpote of thit work, 
(ft to retpond to that and to point out the factora, 

(10) you know, involved in theae movemenu, at to why 
(11) Ihe UP/Katy merger would not have a negative 
(12) impact on competition. 
(13) BY MR MOLM: 
(14) Q When you evaluated the rrurkeu in thit 
(15) proceeding and which you identified them at 
(Iff) two-to-one. we have ditcutted tome of the 
(17) factora, did we diacuaa all intennodai movemenu 
(It) where the ahipper may uae truck tranaload to 
(If) another carrier? 
(30) A. I did not get to that. And maybe that 
(21) wat an omittion on my part and I apologize. W^en 
(3a we fiitiihed - all right. We looked at the 
,•33) two-to-one pointt, then we looked l l the 
(24) two-to-one corridora. And then the next atep to 
(25) tort of complete the comprehentive look would 
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(I) involve trantloading and tource competition, 
ra At far at trantloiding, we firat made 
(3) sure that we underatood that the BN/SanU Fe 
(4) aettlement allows BN/Sanu Fe to have bulk 
(!) transloading facilitiea, tranaloading facilities. 
(6) al each of the two-io-one pointt. at Sail Lake 
(7) City or San Antonio, wherever. 
(f) Then we l(x>ked at the coverage of that 
(f) nerwork including all of BN/SanU Fe't exitting 

(10) coverage againat Ihe current SP map and any 
(11) trantloading opportunitlet and found lhat there 
(la weren't any gaps, where a ahipper today thai 
(13) could tay truck to SP and tranaload, even though 
(14) he it exclusively served on SP. where he would 
(15) lote that, he would be able to truck generally to 
(iffi the tame point and do il on BN/Sanu Fe but, of 
(171 courae. have the benefit of a much better 
(It) railroad to work wilh at far at getting to a 
(19) broader array of markett and being able lo 
(30) provide good «rvice 
(21) Q So you're taying that a thipper. ever 
(2a though he might nol truck transload today in 
(33) order to access SP, if he could have, you would 
(34) have counted that at a two-to-one? 
(25) .A. Well, I mean our review Indicatea that 
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(!) tha (wo - I wouldn't auu it the way you've 
ro Kaied it. Okay. You've got all the two-to-one 
O) poinu that ara there, you've got the exiating 
(4) BN Sanu Fe nerwort We could not identify any 
(5) exitting cuatomera nor the likelihood of any 
(O tignificara cuatomera that would be diaadvanuged 
(7) from a truck tranaload aundpoint vanua where 
(t) they are today, by trucking in to the BN/SanU Fe 
(f) point aa oppoaed to trucking to an SP poim 

(10) today. Wc looked at t> numcnxit exitting 
(11) tnnsloada and we alao tcoured the map by tori of 
(la plotting aem'circlca over *em and couldn't find 
(13) a pUce where even a futura ahipper would be 
(14) ditadvanuged. 
(15) Q Am I correct in underaunding then 
10 that, ao long aa the ahipper wat IKK 
IT) ditadvanuged, he could reach BN/Sanu Fe aa well 
If) at he could have reached SP? 

(Ifl A Yeah, or nuybe UP in a aituation. 
(30) Q In a reverac? 
(21) A Yeah, UPorSP 
(33 Q W(>uld you go to page 42 of your 
(23) teatimony I want lo recall thu correctly, but 
(34) earlier we were uiacuaaing a movemem in a 
(35) comdor where you tuted BN and Sanu Fe had 
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(1) entered into a haulage agreemem and lhat that 
ra ptmcular movement had uken a lot of buaineaa 
O) away from SP. Do you recall that? 
lO A. Yea. 
(5) Q Is that I fair aununary or do I need to 
(ff) add anything to it? 
(7) .A Well, I don't - I mear you haven't 
m lis:ed all the factora that you pointed U) fn: 
(f) the change in market shares But, in fact, it 

(10) was a route that had - you know, SanU Fe 
(11) going from .Memphis to Avard then Lot Angalei to 
(la Memphit ao moat cf tha route waa SanU Fe'a and 
(13) then the much tmallcr tegmeni wat haulage. That 
(14) rouie hat been tuccettfiil, had been auccettfiil, 
(15) now even more tuccettfui with the BN/Sanu Fe 
(Iff) merger bu! had been auctcstful in '^iing market 
(17) thara from SP, that'a nghi 
(If) Q. So it wat competitive? 
(Ifl A In that particular catc, given SP'a 
(30) problema. their circuity, their aervice problema, 
(211 their other problems, yes. it wat certainly a 
(2a conipctitor in thai market 
(33) Q. And, on page 42 of your teatimony, 
(24) correct me if I'.n wrong, you diacuaa teveral 
(25) reasons why joint-line service it infenor. do 
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(1) you not? 
ra A Yea, inferior to - you aay inferior 
(3) bul I think -
(4) Q Relative lo tingle linc7 
(5) A Full tingle-line rail tervice, yet 
(ffl Q And tome of Ihe reatoni are the 
(7) mechanici ofthe Interchange, delayt becaute of 
(t) negolialiont. coordination of billing, el cetera? 
(f) A Yea. Many other factora. but thoae 

(10) would be included. 
(11) 0 Are there factora other than whtt't 
(la litled here7 
(13) A Well, we've litted other factora. And 
(14) I think importantly at we indicate thai railroadt 
(15) ineviubly and ineacapably hcve different 
(Iff) pnontiea, either bated on length of haul, baaed 
(17) on tiie horizon of their decitiont. where they're 
(It) trying to look lo the neai term to generate at 
(19) much tt they can or whether they have a long-term 
(30) perapective on building up butiness and making 
131) money. 
(3a Nol only the interchange delaya, but I 
(23) think we, if not here but elacwhere. aort of Ulk 
(34) about the watershed - well, we do Ulk about it 
(251 here. I'm aonry. the gateway waterahed problem. 
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(I) pUaoed to ncaia that market but now with their 
at t o a i a with Saioa Fe, of (xune tbey will be 
D reemenng the market, which Sanu Fe never left, 
(4, and tbey will jual bring the nrengtli of BNio 
(31 tne merged lytiem. 
(•) Q. Doei thit example reflea in pait tbat 
(7) railroadt tometimet may decide, in ataeuing 
(t) whether to lervc a particular market, tbat their 
O) opportunity coiu atsoaated with divenion of 

(10) etjuipmeni frotc otber nwrc profiuble aiAiteu 
111) iiugbt be a tictor? 
(12) A. Could you repeat that question, 
(IJ) please? That wat uxi long fot me. I'm terry. 
(14) THE REPORTER: "Queation: Doeilhii 
(15) example reflea in part tbat railroadt tometimes 
(Iff) may deade, in aitesting whether to serve a 
(17) pirucular nurket, that tbeir opponuniiy cotu 
III) attoc4ated with diveraion of equipment from other 
(It) more profiuble markeu might be a factor?* 
aat THE WITNESS: The antwer to that it 
(311 tbat the opponuniiy cx>iu of divenion of 
(22) equipmem from another market might be a factor 
(33) TTie opportunity cotu associated with divenion 
(34) of equipment might be a factor. I'm not sure 
(35) exactly what you mean by divenion of equipment. 
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(I) f ir t lofall . 
ai BY MR. STONE: 
O) Q. Let me try to rephrase the question. 
(4) In assessing whether to serve a particular ma.rket 
(5) in your experience, do railroadt ever consider 
15) wbtiher serving tbat market might require them to 
at u«e equipment or faciliiles tbat might mort 
(t) profildbly be used to serve another market? 
(t) A. That Is a consideration, can be a 

(10) consideration. 
(ID Q. I would like to refer genenlly to your 
(12) tesumony yesterday, Mr Petenon. about the 
(13) study that UP did on build-ins. And using that 
(14) geneni area of testimony as a point of 
(13) departure, could you teli me, in your experience. 
(i«) whether shipper: are ever successful in using the 
(17) threat of a build-in lo obuin a lower rale on UP 
(It) or any other nilroad? 
(H) A. Yes, they are. 
ao) Q. Have they sometimes been successful in 
(31) using that threat to obuin a lowerraie on the 
(32) UP? 
(33) A Yes. 
(34) Q, Have they been successful in obtaining 
(23) such lower rates, noiwiihsunding UP's study that 
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(I) build-ins were nol economically feasible? And I 
a) don't mean <o do anything other than atlempi to 
(3) paraphrase your testimony. Your testimony is 
(4) what it is on that subject. 
(3) A. Would you repeat thai question, 
(6) please? 
01 Q. Yes. Have shippen on the UP used the 
(t) threat of build-ins lo negotiate lower rales, 
(9) notwiihsunding lhal UP's own internal analysis 

(10) showed that build-ins in most circumsunces were 
(11) not economically feasible? 
(13) A I ' l l try lo resute your question a 
(ij) littie more clearly. I'm not - I don't think 
(14) any UP study, general studies of build-ouu are 
(IJ) relevant lo the first part of your question. .As 
(ltt far as specific build-ouls, typically if a 
(17) build-out is feasible or might be feasible, then 
(If) certainly UP wiii consider lhat in iu decis'on 
(i») making. Howevr.r, it's UP's own assessmem as to 
(30) whether or not the build-in, that specific 
(31) build-in is feasible, whelb:r il has any 
(23) likelihood of Uking place as lo whether or nol 
(33) UP facton that into iu decision making. 
(34) Q. Juit so the recor:) is clear, have any 
(35) shippers used the threat of build-ins or 
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build-ouu to obtaiti icmtt rales on tbe UP since 
198«? 
A. Tm nc* ao expot on Jiis. I think 
that there probably have been instances. 
Q. Refemng lo page 164 of yotu 
lettimony, your verified tuicmem in tbis 
prtKccding, yoti refer in tbe first ftill 

(t) paragraph, second leiueooe, tc your position 
(V that 'tome "2-10-1' thippen en.ioy tuch nrong 

truck or tource competition or tnake tuch mininul 
use of one or both of their rail altenuuves 
tbat ibcy will lose liole or no competition at a 
result of the merger." 

(14) Was lhat a fair reading of yuur 
(15) leaimo'./? 
(It) A. Vet. 
(17) Q. Couid you lell tne which 2-(o-l shippen 
(It) enjoy Ibis strong truck or source compeution? 
(H) A. Well, we didn't undertake an exhaustive 
(30) analysis of all such shippen. I mean, it's 
an clearly some shippen at some 2-lo-l locations 
(33) ship prtdomirunUy by truck, use rail 
(33) occasionally, may use it only lo one market and 
(J4) iruck to all other markeu or the shipper can't 
(35) even compete in other markeu. 

(10 
(11) 
(at 
(lit 
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(II And that's the basis for tbis 
(3) sutemenl. I know in our spcdflc work, we came 
(J) across a lot of shippen that are shipping very 
(4) small volumes. However, they're in lhe switching 
(5) UnfT, they're open to two railroads and we 
(•) rons.dered lhemcompetiU>( wiU two cc i.-,iden 
(7) but Ihcy may ship a trivial amount ofu-arTic by 
(f) rail bul, nonetheless, we've included ihose as 
(») 2-10-1 shippers. 

(10) Q. Forgive me if I'm going over your 
(11) testimony yesterday but my undenunding of your 
(13) testimony yesterday was thai you had included as 
(13) 2-to-l poinu all pomu thai could be served by 
ct) both UP and SPand no other railroads pnor lo 
(151 the merger, regardless of whether or not there 
(It) Wi< any trafTic actually shipped by one or both 
(17) of those carrien. It my undersunding comet 
(It) ornolcorrect? 
(19) A. Your ondersunding is correct, lhat as 
(30) far as J-io-I poinu, 2-lo-I locations, we 
,-311 included all such locations. It's I Ihink an 
(321 unprecedented .step. I don't recall any prior 
(33) merger where all 2-lo-l points were opened to a 
(341 new competitor but we've done that 
f23i Q Since we re on this subiect. I would 
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(I) like to have marked as an exhibit a list which I 
(31 prepared and is so marked ai the bollom. 
(31 (Peterson Exhibit No I was 
(41 marked for idenliricallon.) 
(51 BY MR. STONE: 
(61 Q. Now, for the record. I will say lhat 
(7i this list is a list - and let me just disinbule 
(tl copies lo the olhers, and fini to your counsel, 
(it Mr. Peienon. 

(101 This is a list lhal was prepared for my 
(11) client and i l , to my urdenunding, is derived 
(131 from both publicly available sources of siations 
(13) and SPLCs and lo some extent perhaps confirmed by 
(141 the UP and SP traffic Upes in this proceeding 
(131 Could I just ask you to go down the list here, 
(161 and let me say further, because 1 perhaps didn't, 
(PI we believe that these are 2-to-I poinis. that is. 
(iti these SPLCs are served by both the UP and llie SP 
(19) and no other railroad currently. 
(301 Could you go down the list and lell me 
(2!i whether you've considered these poinu and made 
(SI any determination about whether they are or 
(131 Should be 2-IO-1 points? 
(34) A. Okay. Fini. let me indicate our 
(351 process icr identifying 2 to-1 poinu and 1 think 
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11) that will help tbe explanation at we go along. 
O) We looked fint for all oftbcac aix-digit SPLCa 
r>) where both UP and SP were prcaeM and then 
(4) preaent with no other railroad So you're 
(5) correa, tbii it a good jumping off point to tbe 
(6) analysis. This it lhe f ini of many dept 
(7) required lo identify customen that are actually 
(ft 2-to-l cuswmen. Could Uke - well. Woodland, 
(t) California is a good example. I could Uke 

(10) -everal olhen. 
(11) We would laok at Woodland, California, 
(13) Ibal SPLC would tbow both UP and SP. Actually, 
(131 il would show now probably an SP shortline 
(141 serving Woodland and a spinoff from SP And'a>en 
(15) we would embark on lhe real essence of oar study 
(16) and that is to determine competitively served 
(IT, customen And those customen could be served 
(Ifl in a number of ways They could oe served by 
(i»l TOFC/COFC service and would determine lhal 
fjoi W(x>dland is near ramps of UP and SP and Sanu He 
nil so It's not 2~lo-l in that regard 
(321 For auiomouve trafTic. auto ramps 
031 could be lixaled it nearby poinU and cover a 
(341 town of this size. And then you tum lo the car 
(351 load trafTic And I think, as we disnissed 
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'11 yesterday, car load business can be served lo 
ai reciprocal switching, ii can be seived through a 
(31 joint facility agreement or, in faa, it can be a 
(41 case where an industry has direct industiy spun 
(5) from both camen 
(6) The situauon at Woodland is that there 
(71 IS no physical •j»ci . inj ection between UP, and 
,1) again, it's a UP shortline, which is another 
(91 reason ihij wouldn't be a 2-to I point because 

(ic thu shortline will be able lo connect lo 
(111 BN/Sanu Fe al west Sacramento following the 
(i!i settlement 
1131 Q You referred lo a UP shortline and 
1141 previously you referred to an SP shortline. 
(131 A Right. 
(161 Q. Did you mean UP shortline? 
(IT) A. Yet. Woodland it actually on Ihe nofth 
(i« Califomia railroad, which it an SP thortline, 
(191 and the Yolo shortline, which is a UP spiiicfT. 
(301 But Yolo I believe will be free lo interchange 
(21; with BN/Sanu Fe at west Sacramento. California 
r32) after the settlement. 
(2Ji But leaving those factors aside, therc 
(241 is no physical Irack connection at Woodl.-nd. 
(251 There is a highway between ihem In fact, t 
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111 quick store has been buill between our tra :k and 
(21 the SP's and along with some othrr thing! would 
(31 make it impossible lo build a 'rack connection. 
(41 so that none ofthe industnes have the benefit 
(5i of reciprocal switching beciuse there IS no 
(61 interchange there. 
ni We then checked the joint facility 
i»i agreemenu to see if perhaps some industries were 
(91 covered by an jgreement where SP would switch our 

110 can and dell er them to us al some point but no 
1111 such agreement exisu and there are no industnes 
112 thai have direct spurs from both UP and SP. So 
(111 there are no 2-to-l customers at Woodland I 
14 believe the similar explanation would apply to 
1)1 most of these poinu 

(161 Most of these are - many of these are 
1 r poinU wnere therc is no rail traffic. I'm 
111 looking at the second to the last City of 
(19 Industry. California is a place where there is a 
(20 lot of rail trafTic. Again, there is no physical 
(211 lrackconnectionberweenUPandSP.no 
CU) interchange ukes place, no jointly served 
(331 industries of any kind. 
(34! Texarkana. I believe that's an error. 
(2.'i KCS serves Texarkana 1 would be glad lo Uke 
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(1) your lift back and prtivide mformation. I don't 
O) have it all oo Ihe tip of my tongue but 1 Ibmk 
Ot what j o i ' n goaig lo find, though, ia that >n 
(4) moM caacs, there arc im any i vhiitiies tbat are 
(5) icrvetJ by SP aod UP and no other camer. 
(ff) Auttu, Texas it an imerexting one. 
(7) Austin it served by UP. b ' l alto served by a 
(t) thorUine but (be shortline only connecu lo UP, 
(91 • • 

(10) 

(11) 
(131 
(131 
(14) 
(13) 
(Iff) 
(17) 
(I f) 
(19) 

aot 
(31) 
(33) 
(33) 
(34) 
(35) 

batn't opented to SP for many, many yean. And 
to while you will find in tome catea thai, yes. 
there is UP there and ther. there is another 
nilroad there, maybe a shortline, that shortline 
needs to be able to efTcctivdy connect to SP and 
DO other railrtud for it to be a 2-«o-I point. 
We did have a number of those. 
We had, I believe tome poinu in Kansas 
where it would be on one railroad and then a 
thortline feeder of the other and we counted 
those at 2-to-I poinu. 
Q Let me just tay that I'm happy to get a 
response on Ibit in any way. We may just, lo 
protea ourselves, give a formal imerrogatory, 
and that may be to the applicant s liking loo 
MR. ROACH: That may be the best 
MR STONE: Is it best to handle this 
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(I) through inienogatory? 
(21 MR. ROACH: I think lhal might be best, 
(3) then everyone can have our respoiue on each of 
(4) ibeac in an orderly fashion. 
(31 BY MR STONE: 
(61 Q Let me ask you a few questions, ihough, 
(7) aboiit your protocol, Mr. Pelerson. Vou just 
(t) menuoned with respect lo Austin that Austin is 
(9) served by a shortline thai connects with SP but 

(10) hasn't operated for many yean Has there been a 
(P) formal abandonment of lhal shortline' 
(12) A I don't know whether therc has but 
(131 actually, there has been a loul abandonmem of 
(14) service on that shortline because the-I 
(131 believe because the shortline operator lhat w as 
(16) operaiing it under contraa for the ciiy is no 
(17) longer doing to tnd they're endeavoring lo find a 
(It) new operator. 
(191 Q To your knowledge, has there been an 
301 ICC-approved embargo on 5er\ ice on the line? 
ai) AThere has been in eflfea an embargo, 
(221 whether it's been formal or informal, in lhat 
(33) there has been no service over the track. And of 
(241 coune the track is impassable Bul I don't know 
I25i w hether the railroad has filed a formal embargo 
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(11 or not 
(31 MR. ROACH; I ' l l just make a commem. 
(31 I think there may be some confusion here The 
(41 witness said lhat the shortline had nol connected 
(3) loSP for some yean. He did not say it had not 
(6) connected to UP Then there is the issue of the 
Ol most recent discnnlinuance of seivice and I Ihink 
(tl you may be mixing two issues there. If that's 
(9) nol helpful, you're free to ignore il, 

(101 BY MR, STONE: 
(111 Q Well, let me perhaps clarify. Is 
(121 Austin served b> the UP, Mr. Peienon? 
(131 A, Yes. 
(14) 0 Is It also served by a shortline that 
'13) connecu to the Southem Pacific' 
(16) A No And because the track is - thai 
(17, goes quite a ways over to the SP interchange al 
(It) Giddings. Texas, il has been out of service for 
(19) many, many yean, is impassable bui 1 cannot 
(30) answer your specific question as to whether there 
(31) has been a fonnal abandonm'.nl of common carrier 
(22) tervice or an embargo. Bul as I said, it's been 
(23) efTeaively an embargo in lhat there has been no 
(34) service over there for man), many yean. 
(35) Q, Just to clarify another poruon of the 
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SP, either dircoly or through redprocal 

John H. Rcbaisdoff January 22,199< XMAXOn 

Q. So lhat would BN/SF bave tcocM to a 
new cojUMner wbere tervice would bave bees 
opened - where the facality would have been 
opened to tervice by both UP and SP but in ihii 
case aito an additional railroad? 
A. Are you defining a threc-io-(wo point? 
Q. I don't thiok ao. Pm trying to gel 
tome particularity here and perhapt I'm oot being 
precije. When you define two-to-one poinu, I 
Ihougfal you earlier lold lae lhal lhal waa a poiia 
at which a auuma wat terved by both UP and SP 
aod DO other railroad; ia thai right? 
A. That it correct 
Q. In tbe tituaiion deacribed in pangnpb 
C which relaiet lo geographic li.'-uu oo acceai lo 
new indutiry, where UP aod SP could bave provided 
tervice lo a newly ccinsuucied facility prioi lo 

(30) the merger, doet BN/SF have access to Iba' new 
31) facility, whether or not il it only UP and SP 
cnt that provided service prior lo the merger? 
(33) MR. ROACH: Well, I object lo the form 
(24) of lhe question. We're dropping the coiuexl, 
(35) we're dropping the context We're only ulking 
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(1) about nations that are reached by only UP and 
at SP. You're atking him a brijad queation. This 
(1) itn'l in Ihe context. 
(4) MR. HUT: Thal t what I'm atking. I 
(3) guess I don'l qu'ilc see the context and tbat wat 
(tl what the ({uettion tttempled lo get at It wat 
CD tcrually hit antwer thai ton of luggeated a new 
(t) mciining frcm the context tbat you jutt posited, 
(») Arvid. 

iio) MR. ROACH: I think il't plain. I 
(ID thouldn'l be jumping in, bul il't a poim open to 
(12) BN/SF is the premise of all this. And thoae 
(13) poinu are lisled in Exhibit A. And then you gel 
(14) to the issue ofnewinduitrietal those poinu, 
(13) Bul none of Ihote poinu are terved by a third 
(It) nilroad. 
IIT) BY MR. HUT: 
(it) Q. b ihit right? 
(ttt A. Thai't correct 
(3U) Q, And again I think you uid ihit once 
(31) before, let me jutt run over it one more lime, 
(22) you define a two-lo-one point where both UP and 
(33) SP tnd no other nilroad hat access either by 
(341 direct or reciprocal switch; is thai correct? 
(351 A, That's correct, 
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(1) Q. And, wilh respect lo the election to be 
Q) made 45 dayt prior lo initialing service, again, 
(31 so far at you know, no tuch election with reapect 
(4) to any thipper hat as yel been made? 
(5) A. To tbe betl of my knowledge. 
(6) Q. So you have no knowledge how any 
(7) particular shipper would be served when tuch 
(f 1 service is available? 
(9) A, No. 

(10) Q. With reapect to subparagraph 3 of 
(ID paragnph D and the opportunity lo use a Ihird 
(:3) party contractor lo perform twitching for iuelf 
(13, or both railroads, what facton will detennine 
(14) whether UP/SP givea iU agreement? 
1151 A. I tiiink that would have to be addressed 
(16) on a case-by-caie basis. If I had lo say what 
(17) are Ihe nujor facton thai would be conaidered, 
(Ifl it would, number one, be Ibe tervice Ibal could 
(19) he provided and, number two, Ibe cotu. 
(201 Q. Would you look at page 334. And let me 
(3D turn your kttention lo what I believe it 
cat paragraph 9h cn that page. It tayt, quote, if 
(33) requetted by BN/SF, UP/SP will nn>vide the BN/SF 
(34) reciprocal twitching tervicet at the two-to-one 
(25) points covered in this agreement at rales which 
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(I) will IteUy rombane UP/SP fbr iu co«a phu a 
O) raaaooabie leauu- In your nadcnundii^ doa 
at that pnrriaoo obUfiic UP/SP 10 ptovide 
u) reciprocal twitching icrncet to BN/SF on request 
(5) fot purpotet of lerving iodnndiial thippettT 
If) A. I believe lhat tbat wu ibe iaent, 
f7) yet. 
(*) Q. If you would turn 10 page 3 S4, you'n 
9) tee lhal Ibe lectioc 9b hai been aoibided in iU 

(10) cndiely. hnowruada, . jie, Ihe niet for 
(11) reciprocal twilchiog lervioea provided by UP/SP 
(U) 10 BN/SF pumunt to tbe lenni ofthe agreoxtett 
(131 ihall (UUy ttimburte UP/SP for ilt cotu phu a 
(14) reaaonable recimi. Do you have any 
(15) undenunding. Mr. Rebcaidorf, whether UP/SP 
(It) under amended tection 9h <x>ntinuea lo be 
(17) obligated to provide redprocal twitch tervicet 
(It) for BN/SF on request? 
(19) A. I would think we're ttill obligated 
(30) under tbe provision lhal uyt 4S dayt before 
ai) initialing tervice BN/SF mutt elect whether iU 
cnt tervice shall be direct, through leriprocal 
33) twilchiog, or without prior Igreement through the 
(34) uie oft third party. 
(35) Q What is it about the language that you 
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(11 jiiit read to nx in your undenunding obligilet 
(3) UP/SP to provide reaprocal twiicb? 
(3) A. Becaute il't uying they will etiher 
(4) provide it direct or we will provide it for them 
(3) Ihrough rcciprrxal twitching, 
(6) MR, ROACH: We'll itipuUle to Ibal, 
crt that tbis language was deleted at redundant of 
(t) the separate paragnpht 2, 3, 4 and i . 
(91 BY MR, HUT. 

(10) Q, And it's your undenunding that 
(ID BN/SF't requirement to elea whether it will 
(13! provide direct or through reciprocal switch 
(13) imposed upon UP/SP an obligation to provide it, 
(14) ifthat it the election? 
(13) A. That is correct, 
(10 Q. Would you turn please lo paragnph 7 on 
(IT) page32S. We caitier bad lome ditcuatioo ibout 
(It) the BN/SF route Memphis to Si. Louit. Would you 

detcribe for me whether it goei on the east or 
west tide of the river? 
A. The BN/SF route is on the west tide of 

cnt the river. 
(33) Q. And where are the UP or UP/SP roulet? 

A, The UP/SP route is t inckage righis on 
the east side ofthe river 

(19) 
act 
(3D 

Q4) 
(35) 
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Q, Does the BN/SF route at some point 
utilize the MacArthur Bndge to cross the river 
before delivery it the yard used in St, Louis? 
A. They can ust the MacAithur Bridge or 
ihey can use the bridge which it up river which 
comes into - or lies into the Madison yird, 
Q, Do you have an undemanding which they 
use with greater frequency? 
A, I believe right now they're using the 
bridge up river that goes into Madiaon 
principally. 
Q. For what reaaon does UP wanl to secure 
dispatching authority for the bridge across the 
Mississippi Rjver? 
A. What you have it a small stretch of i 
couple of miles over Lhe MacArthur Bridge where 
UP/SP have the A&S yard on the other side and 
Uien have the dispatching beyond Gnliol Sireet 
in St Louis, 
Q. When yau uy the other side, we're 
Ulking the east side? 
A. The Alton southern gateway yard ii on 

03) the east side and Gratiot Street al the loot of 
(34! the MacArthur Bridge on the wetl tide. So what 

you have is a very shon segment in here which it 

(11 
a i 
(31 
(41 
(3) 
(6) 
(7) 
(1) 
(9) 

(10) 
(ID 
(13) 
(13) 
(14) 
(15) 
(16) 
(17) 
(It) 
(If) 

am 
OD 
(32) 

(25) 
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(1) AFTERNOON SESSION 
C2> (I::Op.in.) 
at Whereupon, 
(4) JOHN H REBENSDORF, 
(St the wiineaa oo the lund at the lime of reoeat, 
(61 having been previouily duly iwom, wat fiinber 
(7) examined and testified ai follow!: 
(f) EXAMINATION BY COUNSEL FOR SAVE THE 
(9) ROCK ISLAND COMMITTEE. INC (STRICT) 

(10) BY MR. SULUV/^: 
(ID Q. M l . Rebcnidorf, my name it John 
(12) Sullivan from tbe law finn of Jackaon A Jettup, I 
(13) repreaent a group called Save the Rock Island 
(14) Ccmminee, Inc. Are you aware of the aima of 
(15) that group? 
(If) A. My undenunding ia that this it the 
(17) group that's trying to acquire the Kanaaa 
(If) CIty-Si, Louiiline, 
(19) Q Or at least see il preserved as a unit 
(30) and reactivate i t 
(31) i ' - / - ' ' '- • -.k you a few 
(32) questions. If wc can focus on the two-lo-one 
(33) aspect, I believe prol , y the key lenience in 
(24! here It that, on page 2!>o of your sutemem, 
(25) under the bold heading, the second sentence, to 

Page 395 
II) that end we identified ail geographic polfus on 
(2) the combined UP/SP system where both UP and SP 
(3) aod no olher railroad provided tervice to one or 
(4) more customen. Can you explain how you 
(3) identified those customen or actually I guest 
(6) identified the poinu? 
(7) A We took a look al Ihe na'.ion iitl for 
(t) bom UP and SP and then our marketing folki went 
19) Ihrough and identified specifically point by 

(101 point w here there was a customer lhal was served 
(11) by both UP and SP, 
(121 Q So by served do you mean that had in 
(131 the past gotten rail sen'ice from both UP and SP? 
(14) A, That currenUy al the present Lme 11 
(15) being sened by both UP and SP, 
(16) Q. I m sure you'll igrce that customen 
(17) get tervice on a periodic batit. Bow (kr back do 
(11) you have to go to find out whether UP or SP 
(IS) currently served thai customer? 
(30) MR, ROACH: Objection to form of the 
(21) question, 
(22) You can answer, if you can, 
(33) THE WITNESS: Resute lhe question, 
(24) BY MR, SULLIVAN: 
(35) Q Well, lei me try and undenund, your 
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last response wat lhal your marketing people then 
went down a list or whatever of sutions and 
identified that there were customen lhal both UP 
and SP served at those slaiiont, correct? 
A. That's correct, 
Q, Did the marketing people have any 
instruction as to what was meant by served as lar 

(I) a lime penod? 
(91 A. I believe there's such a thing as an 

(10) open and prepared list of sutions lhat are 
(111 open And lhal is mainUined by bolli railroads, 
(121 !: is A listing of sutions lhat are currently 

served by both railroads. Now, thai doesn't 
necessarily mean lhal anything has moved into 
lhat sution say wiihin the last six months or 12 
months, but it is an open sUlion on lhat 
railroad, 

(11) Q, Okay, So if a customer would get 
uvi service on one ofthe sutions al the open and 
(20) prepared lin? 
ai) A. Yea. 
(22) Q. And U; and SP both served lhal sution, 
(23) you would consider that customer a -wo-toAjne 
(24) customer? 
(35) A, Thai's correct. 

(1) 

ai 
(31 

(41 

(31 

(61 

(71 

i n 

'141 

13) 

(161 

(17| 
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(1) Q. So, for in«tnrr. aod I dcn't bave any 
O) ofthe shipper auunetaa with Lie, aa you may be 
at aware thee are a i>smt>er of ahipper tutencnti in 
14) there which ihippan tay they bave basically 
(S given up at least for the ume bang oo SP 
itt becaute of whatever problems, ic-vice problems, 
CTl wbal(-/er. 
(t) Despite Ibal ba , that the thipper hat 
Ot ixx uted SP dunng that period of tune, tbey 

(101 would ftill be considered a rwo-to-one thipper, 
(ID e.en though, as long t t tbey fell under your 
(13) previous deacripuon of using a Hstioo tbat'i on 
{-.)) the open and prepared lisl - if they fell under 
(14) your prcvioua deacription of uaing a auuon (hat 
(15) is on the open and prepared Im of both UP and 
(ltt SPT 
(17) A. What is your quesl:on? 
(ir QThf I . even Ihough they hadn't used SP 
(19) in awhile becaute of uy, for example, the 
CK) probiuTu a'ed in some of the ship(>er sutemenu, 
ai) they would ttill be considered a rwo-to-one 
(231 shipper? 
(331 A. This is th-second lime I'm g^ing to 
(341 antwer thai question The answer ia yea. 
(X51 MR. ROACH C . l : hear the quetuon 
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before this one and th. ^r,jwer, pleaae. 
THE REPORTER: •Qut.tion: \ndUPand 
SP both terved tliat nation. ><)u would cxinsider 
lhat aiitomer a rwo-lo-one cusu>mer? 
"Answer: That's correct,' 
MR. SULLIVAN: I'm happy with the 
loiwer, I'm ready f ^ .nove on. 
MR ROACH: Let's go ofTthe record for 
a second, 
(Discussion off the record ,) 
MR. SULLTV'AN: I'm ready to go, 
THE WITNESS: Okay, U t me elarif 
then. We identified the points t'ut were served 
by both UP and SP, Al those poinis we idenufied 
the shipprn thai were served by both UP and SP, 
Il is possible at a given point that a 
oittomer - you could have UP and SP being the 

(It) only nilroad serving lhal point, but the 
(191 customer is not served by both railroads. 

What we looked at firat iden'ified the 
two-lo-one poinu then went through lo identify 
the specific customers al a given point lhal were 
terved by both UP and SP, 
BY MR, SULLIVAN: 
Q, And then I questioned you on what do 

(11 
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(31 

(4) 

(5, 
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(10) 
( I I I 

(121 
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(141 
(13. 
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(11 you mean by served, historically served, could be 
(31 served? 
(31 A, What's the quesUon? 
(41 Q, What do you mean in doing this 
(3) analysis, what was your definition of served? 
(61 A,'That are currently terved by both UP 
O) andSP 
(11 Q, To be currently terved, how far pan 
(9) going back in the past did they have lo get 

(101 traffic from one or the other earner? 
(Ill A, I can't answer lhat. You'll have to 
(131 atk Mr, Petenon, 
(131 Q Jun a few more questions on this. You 
(14) said something to the efTect lhat your marketing 
(13) people did this ana'—s of poinu and 
(16) customen? 
(IT) A. Thai's correct, 
(III Q, Would lhal have generated any - would 
(19) Ihey have generated any documenU or studies lhat 
(20) y(}uused? 
01) A. I was provided the two-lo-one listing, 
72) that's all I needed to do my job. You would have 
cn, to ask the people lhat did tbat study, 
04) Q, Who would those people be? 
(35) A, Mr, Pelenop, 

Page 394 to Page 399 
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P»(e7 
(I) thai waa inchided with Ihe appticaot't rebunal 
a> lUlei lhat Ibe appliculs are aegotiatiag with 
0) paitiea regaiding sale of all or mne of the 
H) foraier Rock IsUod hoe; is tbat UiU the cueT 
at A. We have bad nrfntiations wiib the party 
(f) lhat STRICT is looking to to operate Ibis lioe if 
(7) STRICT is tuccestfbl ic icquinng k. 
(I) Q. Oiie more thing, the lervice 
m comnutmeou, do you kisow if these could, in (act, 

(10) bemctifinstesdofusinglheUPlioestheRocfc 
(11) Island line wu used? Aod I'm speaking 
(IS speci&caJly about ibr B, St Louia-Labadie. 
(U) A. 1 doo't know. 
(14) MR. SULLIVAN: That's it Thank you. 
(iJ) EXAMINATION BY COUNSEL POR THE 
(It) KANSAS CTTY SOUTHERN RAILWAY COMPANY 
(IT) BY MR. MOLM: 
(It) Q. Mr. Rebcntdorf, try name it John Molm, 
(in I'm with Trouimrn '̂ aiiden, and we icpreacnl 
(30) Kansas City Southern in thit caae. I want to act 
ai) this line of quetliont in context One ofthe 
(23) purpoaea of your tuiemem ia to deachbe the 
cat proeeaa for implemetiting the aettlement agreement 
04) and, on page 2 of ycur teatimony, in the teoond 
(35) ftill paragnph, you tute, at the end of tbat 

John H. Rebensdorf May 13̂  1996 fflGHLY CONFX ENTIAL XMAXO) 

Paged 
(I) pangnpb, tbat we made Ihit a very higb priority 
at project and lhal you began your etlortt to 
Ot implemeM Ihit agreement thortly afler tbe Cnt 
(4) of the year. Do you recall when tbia 
at implementing process or implementation prooeat 
(t) commenced? 
(7) A. We asiei:ih<ed the teams oa J>c UP/SP 
(5) side beginning in Februaiy, I believe BN/Santa 
m Fe aiaembled their teams in approximately the 

(10) tame time period. There were teveni calls that 
(11) went back and foith. Tbe first iace-to-bce 
(13) meeting thai kicked off tbe proceu wat in the 
(13) fini week of Mjrch. 
(14) Q, Would it lurphie you that BN/SF people 
(13) have a d.iTercnt date in mind? 
(If) MR ROACH: Object to Ihe form of tbe 
(17) question. 
(ID THEWrmESS: I doat know what BN/SF 
yif) people would have taid. 
(30) BY MR. MOLM; 
ai) Q. On page 6, the top bullet, toward the 
(33) end of that description, if you will, Ibe second 
(33) to the lait lenience beginiung toward tbe end of 
(34) the line, five lines up from the bottom, tuiet 
(33) we will also clarity the definition ofa new 

Page 9 
(I) fadlity to specify that il doei not include 
(3) expansions of or additions to exitting facilitiea 
(3) or loadouls or tranaload facilitiea. 
(4) Let's focus on the lait two parts of 
(5) thst What's a loadout facility? 
(t) A. A loadout facility would typically be 
(7) where, in mining, for example, you would drive 
(1) with heavy load tiucks to a facility where the 
(9) material would be loaded then onto nilcara. 

(10) Q. And what distinguishes a loadout from a 
(11) tnnsload facility? 
(13) A, A transload facility could be a 
(13) facility - typically it't looked upon at a 
(14) facilit) where you would load a railcar or unload 
(13) a railcar lo another meant of transponation. 
(It) They might be viewed as one and the same, 
(17) Q. So your drfinition of two-lo-one, jutt 
(It) lo I i ndenunJ it, does not include loidout or 
(19) tnniload fadliliet? 
(30) MR. ROACH: Objea to tbe foimof the 
RD question. 
an BY MR, MOLM: 
(33) Q. You may answer. 
(34) A. Llli not sure I undenund your 
CU) question. If you could rephrase it 

Page 10 
li> Q. Docs tte ilffinttinn of iwu-to-ooe 
O) poiMs indBdc toadoni firiHbcs oc Innttoa^ 
a> bcaBboiT 
<4> MR. ROACH: Same obieolioo. 
at TBEWITNESS: I doot recall thai there 
(ft isanytpeccficmeoiiaaofaloadoiittKalily in 
(7) tte definition of a two-io-oae. 
(tt MR. ROACH: Mr. Molm. if I could make a 
9) tuianeoi far tte appUcaKsjost for tte record, 

(19) I think yon may te lakinf this • ^ n r r out of 
(11) ooolexL Wtet this is uying is that, for tte 
(13) overhead lifliit, where there its new agmmeA 
IU) with CMA to aerve new industnes, thst will not 
(14) inchide kwdouu snd tnnsloads. Wessyvcry 
(15) deaily in Ite narrative that we're going to make 
(If) it dear for anyone wte baa any doubl about it 
(17) ttet at tte nvc-«o-one poinu, BN/SaiOa Fe bat 
(It) tte ngbl to serve exisdng and new iranslosd 
(It) lactlilics. 
(K) MR. MOLM: Bul only where a new 
01) facility ia oonsKucied, ttet toeo it does not 
(Zl) indudr? 
axt MR. ROACH: No. Tte only pUoe il 
04) doesn't include tnntloadt it on tte overhead 
(35) portions of the righu, where we afreed with CMA 

Page 11 
(I) to extend a new right to BN/SanU Fe to serve new 
O) uKhiaries oo Ite SP owned linet where BN/Sinu 
O) Fe tei overhead trackage rigbti. 
M) MR. MOLM: I'm totry, Tm conftiied 
(3) then. And I genuindy am, I'm trying toget il 
(1) itnight Tbe tUlemcru reads wc will also 
(7) dariiy the definitioi, of a new facility to 
(t) tpedfy that it does not include expansions of or 
(*) additions to existing .adiiiies. Oh, tbst's 

(10) existing fadlities, not new fadlities, is that 
(11) tbe distinction you're making? 
U3) MR. ROACH: What I'm taying ii Out 
(13) that lenience kboul darifying Uie definition is 
(14) meant to modify the first couple of leniences of 
(13) lhal bullet point which deal with tte new right 
(It) Ibal we a.-e granting to BN/SanU Fe to icrve new 
(17) indunriea on tte overoead poitioni on Ite SP 
(II) ownedOnea. That it not tl two-to-ooe poinU, 
(It) ttet is on tte overiiead ponionsoflteSP owned 
(JO) lines, where BN'SanU Fe geu trackage rights. 
OD In conlnst, tt tte two-to-onc poinu, 
cn) we have asid ttet we will darify Ite agreement 
cat to make clear that BN/SanU Fe can lerve existing 
(34) and new transloading facilities, /ind lio 
CIS) apologize if Ihis is air.higy-̂ s, jut lhal ia the 

Page 12 
(I) iiMeni. 
O) MR. MOLM: All right, 1 think I 
(3) undenland Itel. 
(4) BY MR. MOLM: 
(3) Q. Going to page 9, Ihe finl ftill bullet 
(f) on that page, entitled segregated ftind for 
at trackage righis fees, provides Itel UP/SP will 
(1) place 100 percent ofthe lon mile fees received 
(9) from BN/Santa Fe into two aegregated ftinds, one 

(10) to Texas, Louisiana, Arkansas, and the other for 
(ID all other sUlet. 
(13) MR. ROACH: I ob;rf*loO>e form ofthe 
(13) quettion. Tte Cm one louiily includes 
(14) Miisouri and Dlinois. 
(13) MR. MOLM: Missouri and Ulinoii, i m 
(It) lorry, 
(17) BY MR. MOLM: 
(It) Q, Theftindiwilltespenion, A, 
(11) maimenance of the lines and, B, oITtening 
(XI depredation on the lines. 
01) Stopping right there, what does 
02) olTietling depredation on tte lines mean? 
(33) A. All railroads for maintenance of way 
(14) are under depreciation accounting. And there is 
03) an element of depredation on Ihe investment base 

Page 7 to Page 12 



STB FD-32760 



BEFORE THE ^ 
SURFACE TRANSPORTATION BOARD 

JAN 03 2000 Finance Docket No. 32760 

PACIFIC CORPORATION, U>'ION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMP.ANY 

- CONTROL AND MERGER 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' FOURTH QUARTER \ 999 PROGRESS 
REPORT WITH RESPECT TO MERGER CONDITIONS 

CARL W. VON BERNUTH 
Union Pacific Corporation 
1416 Dodge Street 
Room 1230 
Omaha, Nebrask-̂ . 68179 
(402)271-5777 

JAMES V. DOLAN 
LAWRENCE E. WZOREK 
L Department 
Union Pacific Railroad Company 
1416 Dodge Street 
Omaha, Nebraska 68179 
(402)271-5000 

J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
JOHN M. SCHEIB 
Covington & Burling 
1201 Pennsylvania Avenue. N.W. 
Washington, D.C. 20004-2401 
(2C2) 662-5578 

Attorneys for Union Pacific Corporation. 
'.Jnion Pacific Railroad CompanN and 

January 3, 2000 



UP/SP-373 

BEFORE THE 
SURFACE TR(\NSPORTATION BOARD 

Finance Docket No. 32760 

UNION 1̂ ACIFIC CORPORATION. UNION PACIFIC RAILROAD COMP.ANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

- CONTROL AND MERGER -
SOUTHERN PACIFIC RAIL CORPOR.ATION. S.̂ UTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' FOURTH QUARTER 1999 PROGRESS 
REPORT WITH RESPECT TO MERGER CONDH IONS 

Applicants UPC, UPRR ar 1 SPRi hereby submit their fourth quarter 1999 

progress report with respect to the conditions imposed on the Board's approval of ĥe UP/SP 

merger in Decision No. 44, served Augu'-t 12, 1996. Submission ofthis progress report was 

required by ordering paragraph 10 of Decision No. 44. See also id., p. 146 ("We require as a 

condition that applicants submit on or before October 1, 1996, a progress report and 

implementing pian regarding their compliance with the conditions to th's merger, and further 

progress reports on a quarterly basis."); Finance Docket No. 32''60 (Sub-No. 21), Decision 

served Nov. 29, 1999. p. 10 ("UP and BNSF shal! continue to report quarterly "). 

As in our prior quarterly reports, items are inc'-ided only if there have been 

developments since the prior report, and the information contained in this report is more 

'̂ Acronyms used herein are the same as those in Appendix B of Decision No. 44. 
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abbreviated in nature than the more comprehensive presentation that Applicants filed on July 

I , 1999. 

I. BNSF. TEX MEX AND UTAH RAILWAY CONDITIONS 

A. BNSF 

BNSF Trackage Rights and Haulage. BNSF trackage rights traffic continued 

to grow during the past quarter. As shown in Charts #1, #2 and #3 in Appendix A, BNSF 

averaged 795 trackage rights trains per month in September, October and November, 

compared with 746 in the prior ihiee months. The monthly tonnage handled on those irains 

averaged more than 4.2 million tons in September. October and November, compared with 

3.9 million in the prior three months. And monthly loaded and empty cars on BNSF through 

trackage rights trains averaged 53.356 in September. October and November, compared with 

48,637 in the prior three months. BNSF continued to operate at least daily through trackage 

rights train service in all major corridors. 

Local train volumes of BNSF and its agent, UTAH, remained strong. BNSF 

and U TAH ope.ated 608 local trains in September. October and November, handling 14,338 

loaded and empty cars and 1.3 million tons of freight, compared with the previous three 

months' totals of 730 trains. 23,814 cars and 1.9 million tons of freight. The local volume 

numbers shifted downv.drd this past quarter because BNSF is now using through trains to 

handle traffic that had been moving in local service. 
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UP's expenditures on the lines over which BNSF has trackage rights have 

continued to exceed substantially the fees received from BNSF. The latest available data, 

through September 30, 1999, are presented in Appendix B. 

Iniplvrnvnttttion Steps- Tht UP-BNSF Joint Service Committee met most 

recently in December. UP and BNSF discussed trackage rights train performance data, data 

integrity issues, and the development of ad'litional train performance measurements. UP 

and BNSF also agreed to review billing issues that are contributing to problems with service 

levels ir the Sacramento area. UP and BNSF continued to discuss issues regarding BNSF's 

use of former SP Gulf Coast SIT facilities and performance measures for reciprocal 

switching. Finally, UP and BNSF reviewed the status of the $25 m^'lion joint capital reserve 

fund and the New Orleans line sale. 

Since the last quarterly progress report. UP and BNSF have resolved issues 

regarding BNSF's access to Econorail and BNSF's practice of delivering cars for UP 

haulage at locations where no haulage arrangement exists. 

Line Sales. All of the UP/SP line sales to BNSF provided for in the merger 

settlement agreement have closed. UP and BNSF continue to finalize their New Orleans line 

sale, under which BNSF and UP will exchange 50% undivided interests in BNSF's Iowa 

Junction-Avondale line and UP's line between Iowa Junction and Dawes, Texas. 

Connections. UP work on connections to facilitate BNSF trackage rights 

operations is complete at all locations. 
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Definition of "2-to-l ' Points. UP continues to respond in a timely fa .hion to 

BNSF inquiries in accordance with the applicable protocol. 

Openine 50% of Contract Traffic at "2-to-l" Points to BNSF. UP continues 

to be in compliance with this condition, as clarified in Decision No. 57, served Nov. 20, 

1996. 

New Facilities and Transloadinj; Condition. UP continues to be in 

compliance w ith this condition. 

Build-In/Build-Out Condition. On June 30, 1999, Entergy fued a petition for 

exemption in connection with a proposed build-oui from its White Bluff, Arkansas, facility 

to an island of foitner SP track located near Pine Bluff, Arkansas, in Finance Docket No. 

33782, Petition for an Exemption from 49 I'.S.C. ^ 10901 to Construct and Operate a Rail 

Line Between White BlufT and Pine Bluff. Arkansas. UP filed comments opposing 

Entergy's petition on August 31. 1999. Entergy filed a reply to UP's opposition on 

September 20. 1999. On October 28, 1999, the Board instituted a proceeding to consider 

Entergy's exemption petition. Finance Docket No. 33782, Entergy Arkansas & Enterg> Rail 

— Construction & Operation Exemption — White Bluff to Pine Bluff. AR. Decision served 

Oct. 28, 1999. Also on September 20, Entergy filed a petition in the UP/SP merger docket 

seeking a determination from the Board that Entergy would have the right to obtain BNSF 

service upon completion of its proposed build-out. UP filed a response on October 12. 1999, 

demonstrating that Entergy was seeking to place BNSF in a more favored position than SP 

occupied prior to the merger and that its petition nust therefore be denied. 



B Tex Mex 

Tex Mex has continued to use its trackage rights to handle significant 

volumes of traffic, as shown in the charts in Appendix A. As can be seen in Charts #4 

through #9, traffic levels reflect strong, eflective competition by Tex Mex. Tex Mex 

averaged 63 through trains per month in September, October and November, compared with 

60 in the prior three months. The monthly tonnage handled on those trains averaged 

314,316 tons in September, October and November, compared with 2 /8,357 tons in the prior 

three months. Moiithly loaded and empty cars on Tex Mex through trackage rights trains 

averaged 4.470 in September. October and November, compared vvith 3,951 in the prior 

three months. 

On November 16, 1999, UP entered into a Memorandum of Understanding 

with Tex Mex and KCS corr-eming the sale of UP's Victoria-Rosenberg line and the grant 

of related trackage rights to Tex Mex. The STB had encouraged the parties lo proceed with 

this transaction in its Houston/Cjulf Coa.st oversight proceeding. Sss Finance Docket No. 

32760 (Sub-No. 2:), Union Pacific Corp.. Union Pacific R.R. & Missouri Pacific R.R. — 

Control & Merger — Southem Pacific Rail Corp . Southgm Pacific Transportatiprt C(,i-. St. 

Louis Southwestern Rv.. SPCSL Corp.. & Deiner & Rio (}randc Westem Rv.. Decision 

served Dec. 21, 1998, p. 27 



C. Utah Railwav 

As already discussed, UTAH has moved substantial volumes of local trains as 

BNSF's agent in the Utah Valley area. In addition, potential UTAH-BNSF coal routings 

continue to act as a check on UP rates. 

II. ABANDONMENTS 

There have been no significant merger-related abandormient activities during 

the past quarter. 

III. LABOrv PROTECTIVE CONDITIONS 

UP implem lited the Southwest hub agreement, which encompasses Tucson, 

El Paso and Dalhart. (̂ n Octobei 1, 1999. The L os Angeles hub agreement is scheduled to 

be implemented in Janu 'ry 2000. Negotiations with BLE and UTU are continuing on the 

second phase ofthe Portland hub. which is the final new hub planned. 

As previously reported, most agreements for all other crafts are in place. UP 

has recently reached an agreement with the signalmen to establi.̂ h a single collective 

bargaining agreement for the entire UP system effective February 1, 2000. Implementing 

agreements have also been reached covering the consolidation of yardmaster work at 

Portland, Kansas City, and Stockton. 

IV. ENVIRONMENTAL MITIGATION CONDITIONS 

The following is a report on steps taken, and plans for fu ure steps, in regard 

to the environmental mitigation conditions, which are addressed in the order they are listed 

in Appendix G to Decision No. 44: 
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A. System-wide Mitigation 

I - 9. These conditions have been satisfied as previously reported. 

10. Security Forces. As previously reported, UP has extended to SP 

territory its policy of "zero tolerance" of vagrancy and trespassing on railroad property. UP 

is participating in a ne •/ nation-wide initiative by Operation Lifesaver to reduce trespassing 

on ra road property. UP met with the Reno Police Department regarding a "zero tolerance" 

program in late June of 1997; these discussions are on hold pending a City of Reno legal 

determination. 

I I - 13. These conditions have been satisfied as previously reported. 

B. Corridor Mitigation 

14. EPA Emissions Standaids. EPA's national locrmotive emissions rule 

was published in the Federal Register on April 16, 1998. Since no appeals were filed by the 

June 15. 1998 deadline, the rule is now final. UP is working with locomotive industry 

suppliers to dev' lop its compli uice plan. 

15. Consultations With Air Quality Officials. UP has held detailed 

discussions with environmental officials in the states of Arizona, Colorado, lilinois, Nevada, 

Oregon, Texas, Washington and Wyoming Dialogue between UP vid Califomia officials 

continues to address ongoing improvement in UP/Califomia air quality issues. 

IBWife Noise Impacts. UP implemented a noise comment hotline and re-

notified each affected county and requested comments in the first part of 1999. UP monitors 

the noise hotline and compiles and analyzes data to determine if a noise ak nent plan is 



required. Through December 13, 1999 there were no calls to the noise monitoring hot line 

in the founh quarter. 

17. Use of Two-Way-End-of-Train Devices. This condition has been 

satisfied, as previously reported. 

C. Rail Line Segment Mitig.ition 

18. Priority List for Upgrading Grade Crossing Signals. UP provides 

train density information to states on a regular basis, which they use to prioriti re their grade 

crossing improvements. UP provides the states cf Arizona, Califomia, Kansas, Nevada, 

Oregon, Texas and Colorado with train density da a for approximately 500 ind'vidual 

crossing improvements annually. 

19. East Bav Regional Park District MOU. The MOU is being 

implemented in accordance with its specifications. UP is reviewing the Crt ckett Trail 

Feasibility Study and is awaiting property descriptions from the District for all trails. 

20. To wil of Iruckee MOU. The MOU is being implemented in 

accorv'ance w ith its specifications. UP has completed construction of its portion of the 

bridge at the 1-80 Central Truckee off ramp and is working with the city on roadway 

ap\ oaches: The railroad continues to work with local and federal agencies in the 

development of a Tmckee River hazardous material spill response plan. 

21. Placer County MOU. The MOU is being implemented in accordance 

with its specifications. UP continues to meet and work with the City of Roseville. UP has 

installed train control mechanisms to facilitate passenger operations. Several improvement 
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projects specified in the MOU have be ̂ n completed while others have been deferred or 

canceled at the request of the county and/or city involved. UP is in the process of conveying 

or leasing properties as specified in the MOU. 

22. City of Reno. The MOU is being implemented in accordance with its 

specifications. 

23. City of Wichita/Sedgwick County. The MOU is being implemented 

in accorot'nce with its specifications. 

D. Rail Yards and Intermod;̂ ! Facilities 

24. Noise Abatement Flans tor Rail Yards. Before UP undertakes any rail 

yard construction at the specified locations, UP will contaci appropriate state and local 

officials and will report to SEA on tlu -esults of those consultations. No construction is 

planned for these facilities at this time. 

25. Intermodal FiKilities. Before any changes are made at the specified 

intennodal facilities, UP will contact "ppropriate state and local air quality officials in the 

t ates of Califomia and Illinois and will report to SEA on the results of those consultations. 

No construction or operating changes are planned for these facilities at this time. 

E. AbatidQntnents 

26-61. .\s abandonments are carried out. UP will comply with all conditions. 

UP has developed a process to ensure that contractors and railroad personnel comply with all 

general conditions. Progress on specific abandonment conditions is reported below. 

41. This condition has been satisfied, as previously reported. 
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43. This condition has been satisfied. as previously reported. 

44. TTiis condition has been satisfied. as previously reported. 

47. This condition has been satisfied. as previously reported. 

48. This condition has been satisfied. as previously reported. 

49. This condition has been satisfied. as previously reported. 

50. This condition has been satisfied. There is no bridge at this location. 

The line has been sold to Norfolk Southem. 

52. Thi.s condition has been satisfied, as previously reported. 

55. This condition has been satisfied, as previously reported. 

57. This condition has been satisfied, as previously reported. 

58 Suman-Benchley, TX. UP has decided to retain this line. TheBoard 

vacate'̂  the abandonment exemption for the line on June 12, 1998. This condition is no 

longer applicable 

59. This condition has been satisfied, as previously reported. 

60. This condition has been satisfied, as previously reported. 

61. This condition has been satisfied, as p-eviously reported. 

62-108. As constincfion projects I're carried out. UP will comply wiili all 

listed conditions. UP has developed a process to ensure that contractors and railroad 

personnel comply with all general conditions. Progress on specific construction provisions 

is reported below. 
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70. This condition has been .«;atisfied, as previously reported. 

78. This condition has ' --en satisfied, as ptcviciusl> reported. 

79. This condition h;v. K.'en satisfied, as previ iusly reported. 

80. This contrition has Hctii sa.isiicd, ds pre\ iously reponed. 

81. This condition has been saiiificf' previously reported. 

83. This condition has been satistitJ as previously reported. 

84. This condition has been satisfied, as previously reported. 

88. This condition has been satisfied. 

89. This condition has been satisfied. 

92. This condition has been satisfied, as previously reported. 

97. This condition has been satisfied, as previously reported. 

98. This condition has been satisfied. 

99. This condition has been satisfied. 

100. This condition has been satisfied. 

101. This condition has been safisfied, as previously reported. 

107. This condition has been satisfied, as previously reported. 

108. This condition has been safisfied, as previously reported. 
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Respectfully submitted, 

CARL W. VON BERNUTH 
Union Pacific Corporation 
1416 Dodge Street 
Room 1230 
Omaha, Nebraska 68179 
(402)271-5777 

JAMES V. DOL.^N 
LAWRENCE E. WZOREK 
Law Department 
Union Pacific Railroad CL mpany 
1416 Dodge Street 
Omaha. Nebraska 68179 
(402)271-5000 

J. MICHAEL HEMMER 
MICHAEL L. ROSENTHAL 
JOHN M. SCHEIB 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
Washington, D.C. 20004-2401 
(202) 662-5578 

Attomevs for Union Pacific Corporation, 
Union Pacific Railroad Company and 
Southem Pacific Rail Corporation 

January 3, 2000 
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Chart #5 

Tex Mex Trackage Rights 
Number of Cars (Through Trains) 

(All Traffic Included) 
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Chart #6 

Tex Mex Trackage Rights 
Gross Tons (Through Trains) 

(All Traffic Included) 
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Chart #7 

Tex Mex Trackage Rights 
Number of Through Trains 

(Estlmjted Service-Order-Related Traffic Excluded) 

100 

90 

80 -

70 

60 

I 50 

40 

30 

20 

10 

o 
O 

o 
3} 

o 

a 
(S> 

N. r̂  
C, O) O) O) CJ) 

A
pr

-

Ju
n-

A
ug

- 9 

O
ct

-

D
eo

; 

00 00 00 00 

cp cp cp CJ) 
JS c cn 

3 3 
u. < < 

OO 
O) 

I 

t) 
O 

00 

O) 

Q 

CJ) 
cp 
.a 
0) 
11. 

CJ) 
O) 

I 

a < 

O) 
I 

c 
3 

cp 
O) 
3 

< 

O) 
CJ) 

I 

CJ 
o 

Month/Year 



Chart #8 

Tex Mex Trackage Rights 
Number of Cars (Through Trains) 
(Estimated Service-Order-Related Traffic Excluded) 
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Chart #9 

Tex Mex Trackage Rights 
Gross Tons (Through Trains) 

(Estimated Service-Order-Related 1 ratfic Excluded) 
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Chart #10 

Tex Mex Laredo Traffic 
(Loaded Cars) 
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EXHIBIT B 



In Section 6 of Applicants' settlement agreement with CMA, Applicants 

agreed to place trackage rights fees received under the BNSF settlement agreement into two 

dedica.ed funds, one with respect to the trackage rights lines in Texas, Louisiana, Arkansas, 

Missouri and Illinois and one with respect to the trackage rights lines in the Central Corridor 

and Califomia. Applicants agreed that the money in those funds would be spent on (a) 

maintenance on those lines, (b) offsetting depreciation of those lines, (c) capital 

improvements on those lines, and (d) costs for accounting necessary to administer the two 

funds. The foilowing table provides information regarding the two funds through the quarter 

ending Septcinber 30, 1V99, the latest date for which the data have thus far been compiled. 

Texjj, L'. jisiana, 
Arkan.;a>, Missouri 
and Illinois 

Califomia and 
Central Cgrridor 

REVENUE 

Trackage Rights Fees $49,060,284 $50,193,259 

Capacity Improvement Fees 0 0 

Total Revenue $49,060,284 $50.19.1.259 

EXPENSES 

Maintenance $103,823,533 $73,324,343 

Depreciation 102,519.924 77,685.888 

Capital Expenditures (Not reported) (Not reported) 

Accounting Expenses 65.406 65.406 

Total Expenses $206.408.863 $1^1.075.637 



CERTIFICATE OF SERVICE 

I . Michael L. Rosenthal, certify that on this 3rd day of .'anuary 2000,1 caused a 

copy ofthe foregoing document to be served by first-class mail, postage prepaid, or by a more 

expedi* OUS manner of delivery on parties of record in Finance Docket No. 32760, and on: 

Director of Operations 
Antitrust Division 
Suite 500 
Department of Justice 
Washington, D.C. 20530 

Premerger Notification Office 
Bureau of Competition 
Room 303 
Federal Trade Commission 
Washington, D.C. 20580 

y^2yy?^ 
Michael L. Rosenthal 
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Julv 1. 1999 

VIA HAND DELINTPY 

Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street. NW 
Room 711 
Washington, DC 20423-0001 

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

Dear Secretary Willia-ns: 

Enclosed fbr filing in the above-captioned proceeding are the original and twenty-five 
(25) copies of The Burlington Northern and Santa Fe Railway Companv's Quarterly Progress 
Report (BNSF-PR-12). Also enclosed is a 3.5-inch disk containing the text ofthe Quarterly 
Progress Report in WordPerfect i . l format. 

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

Enclosures 

Sincerely. 

Erikr. Z. Jo. es 

cc: .AU Parties of Record 

C.-flCAGO BERLIN CHARLOTTE COLOGNE HOUSLCN U>»<IOON LOS * m f A M M m m *<>i^y MAfMMOTON 
INDEPENDENT MEXICO CITY CCRRtSPONDEST j M K O i M , •UfcyA«ltf'Tf . frwMgfr r m>.j.M<% 

INDEPENDENT PARIS CORREOPOND£.f,"r M « M M ( A 0 { # ^ l i 
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SOUTHERN PACIFIC RAIL CORPORATION. SOUTHERN PACIFIC 
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(817) 352-2353 

and 
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(847) 995-6887 

Attorneys for The BurUngton Northern and Santa Fe Railway Company 

July 1, 1999 



BNSF-PR-12 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No 32760 

UN.ON 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 

THE BURLINGTON NORTHERN AND 
SANTA FE RAILWAY COMPANY'S 

QUARTERLY PROGRESS REPORT 

Pursuant to the Surface Transportation Board's ("Board") Decision No, 44 in 

Finance Docket No. 32760, The Burlington Northern and Santo Fe Railway Company 

("BNSF") hereby submits its twelfth Quarterly Progress Report. Union Pacific Corp., et 

al. - Control and Meraer - Southern Pacific Rail Corp.. et al.. Fin. Dkt. No. 32760, 

Decision No 44 at 147 (served Aug. 12, 1996). 

Further, in accordance with Decision No. 13 served by the Board on December 

21, 1998, in Finance Docket No. 32760 (Sub-No. 21), this Progress Report provides a 



comprehensive summary of BNSF's service over ehe past year using the trackage rights 

and other rights on the lines of UP and SP (the "UP'SP lines") that BNSF was granted 

in the UP/SP merger proceeding.-

Specifically, this Progress Report will address the steps that BNSF has 

undertaken since its April 1. 1999 Prog-ess Report (BNSF-PR-11) to implement the 

rights it received, from both marketing ano operating standpoints and the marketplace 

results of those actions. In addition, this Report will provide a summary of the principal 

steps BNSF has taken over the past year to implement the rights it received as wel' as 

a summary of BNSF s current operations along the UP/SP lines. Finally, this Progress 

Report will update the status of various issues relating "o BNSF's ability to provide 

reliable, dependable and consistent service over the UP/SP lines. 

As documented by tnis Report, BNSF has aggressively continued its efforts to 

compete with UP on the UP/SP lines. Generally, BNSF continues to be effective in 

marketing its services over those lines. However, as discussed below, there have been 

several recent occasions when UP has applied the terms of various operating and other 

agreements between UP and BNSF as a competitive tool in an apparent attempt to 

prevent, or at least inhibit, the full extent of competition by BNSF envisioned by the 

BNSF Settlement Agreement and the conditions imposed by the Board on the UP/SP 

merger. If BNSF is to compete fully and effectively as a replacement for SP, it needs 

to be able to do so without such unnecessary interference by UP. 

i In Decision No. 13, the Board indicated that UP and BNSF should continue to file 
quarterly repoits, "with comprehensive summary presentations included in their progress 
reports due on July 1. 1999." 



I. Second Quarter Changes in Operations 

This section summarizes BNSF's changes in operations along the UP/SP lines 

between April 1, 1999, and June 30, 1999. 

A. Gulf Corridor 

• On May 10, 1999, BNSF increased its local Lafayette-Lake Charles-

Lafayette, LA S3n/ice from 5 to 6 days per week to provide shippers in tho 

Lake Charles area with a more clearly competitive choice to and from this 

important market via BNSF Iinehaui. 

• On May 24, 1999, UP notified BNSF that UP desired to end the temporary 

"haulage" rights (BNSF power and crews were used throughout) that UP 

had provided BNSF during the service crisis over former SP trackage 

beKveen Caldwell TX, and San Antonio, TX, via Flatonia, TX, effective July 

1, 1999. As of that date, BNSF's trackage rights operations will be 

reinstituted between Temple and San Antonio via Smithville, TX. The 

timing of UP s request was tied to the jompletlon of the second main line 

project on UP's Austin Subdivision between Mileposts 220.0 and 236.7 as 

well as other operational changes made on the line, permitting a return to 

normal scheduled operations. BNSF has made the necessary changes to 

its operations for Elmendorf, San Antonio and Eagle Pass, TX. to resene 

using the permanent trackage rights rou\<: as UP has requested. BNSF 

intends to closely monitor the operational situation and will advise UP if 

service via the reinstituted route leads to a degradation of BNSF service 



in this corridor as compared to the use of the temporary trackage rights 

between Caldwell and San Antonio via Flatonia. 

BNSF and UP have reached agreement on restructuring local operations 

In the San Antonio area. Under the new arrangement, which v.ill take 

effect on July 1, 1999, along with the change in trackage rights outlined 

above, BNSF will pick up originating BNSF San Antonio traffic from UP at 

Remount, TX, on the former MKT line at San Antonio. BNSF will set out 

local BNSF traffic destined to Sa. • Antonio for UP reciprocal switch delivery 

at Adams, TX, or *he UP (former Missouri Pacific) line at San Antonio. 

These changes will result in more efficient operations in the San Antonio 

area once the trackage rights line shift is implemented. 

In addition, BNSF and UP have agreed that eastbound BNSF trains 

will operate over the former SP line between WIthers/Heafer Junction and 

Tower 112 at San Antonio instead of over the UP line between 

Withers/Heafer Junction and Tower 105. This change will enable 

eastbound BNSF trains to avoid operating through UP's SoSan Yard at 

San Antonio ar.d to operate over double track instead of single track, 

reducing sources of potential congestion in this area for both BNSF and 

UP. 

As of May 17, 1999, BNSF began operating loaded unit coal trains with 

distributed power over UP's line between Fort Worth and Waxahachie, TX. 

Previously, BNSF operated the trains over the Dallas Area Rapid Trr-nsit 



("DART") commuter line between Fort Worth and Dallas and then via the 

BNSF line from Dallas to Waxahachie. Initially UP required BNSF to 

power the rerouted trains with four locomotive units, but later agreed with 

BNSF that three units were sufficient 

At New Orleans, the New Orleans Public Belt ("NOPB") completed 

clearance Improvements at St. Claude Avenue and opened this routing to 

doublestacks and autoracks on June 14, 1999. BNSF, CSX, NOPB and 

the Port of New Orleans collaborated In the funding of this project. Prior 

tc the completion of this clearance project, BNSF's Los Angeles-to-New 

Orleans intermodal train terminated at BNSF's Avondale Yari. At 

Avondale, separate blocks for the CSX and NS were switched c i and 

Interchanged by BNSF roadswltchers to CSX's Gentllly Yard and NS's 

Oliver Yard. Due to the restricted clearance on NOPB at St. Claude 

Avenue, the roadswltchers had to use NS's "Back Belt " track between East 

Bridge Junction/Shrewsbury and Oliver Yard, which Is a shorter but more 

congested route. The clearance project Increased the overhead clearance 

at St. Claude Avenue from 17 feet, 6 Inches above top of rail ("ATR") to 21 

feet, 3 inches ATR. BNSF subsequently revised Its Intermodal operations 

at New Orleans to take advantage of the more efficient NOPB route. 

Under the new operating plan, BNSF's intermodal train operates directly to 

NOPB, which delivers the cars to the CSX and NS, thus avoiding the less-

efficient route via the Back Belt. 



B. Central Corridor 

• During the second quarter of 1999, BNSF and UP fgi-eed to several 

operational changes In Nevada, designed to improve servlci> for customers 

which BNSF accesses through Uh- haulane/reclprocal switc' In April, 

BNSF and UP agreed to service standards for cars handled by UP for 

BNSF between Eiko and WInnemucca, depending on whether specific 

customer locations are switched on the UP or former SP side of the paired 

track In this area. Also, UP train crews were instructed tc provide all 

reporting of BNSF traffic In Elko Yard to UP's National Customer Service 

Center In St. Louis, which provides BNSF's Field Support Center with 

track updates as Inventories fluctuate. This helps by placing all cars for 

BNSF In Elko in one track, depending on inventory, and simplifies the work 

order process. Once a train call notice is posted, BNSF's Field Support 

Center issues work orders based on cun-ent car standing order of the track 

Indicated by UP's NCSC, BNSF's work orders include the specific track 

number where the BNSF cars are located, Instead of a "phantom" track 

number as previously provided. This has helped eliminate incomplete 

setouts and pickups by BNSF trains in Elko. 

C. i-5 Corridor 

In an effort to further improve service and build business in the 1-5 Corridor, on 

June 15, 1999, BNSF added new, five-day/week southbound merchandise train service 

from Vancouver, WA, to Barstow, CA designated H-VAWBAR. This new service. In 



I 
conjunction with the existing merchandise train service, the H-PASBAR/H-BARPAS 

(Pasco-Barstow), Is designed to f.andle existing carload grov̂ rth In the I 5 Corridor and 

to entourage further growth by Improving trans t time speed and consistency. Prior to 

the Introduction of this new train service, oouthern California business originating at 

locations in western Washington (e.g.. Everett, Tacoma, Longview) moved to Pasco, in 

southeast Washington, for classification and handling on the H-PASBAR. The new H-

VAWBAR service eliminates the out-of-route mileage and additional day of transit titiie 

that was required to classify this business at Pasco. BNSF's 1-5 Service Redesign Team 

is continuing to look for additional operational or commercial actions BNSF can take to 

further build and secure growth between the Pacific Northwest, California, and Arizona. 

II. Annual Summary of BNSF's Service Over Trackage Rights Lines and Results 
of Marketing Efforts 

This section provides a summary of BNSF's service over the lines to which it was 

granted access under the Board's Decision No. 44, including the principal steps tha* 

BNSF has taken to Implement servlo over those lines and the ; esults of Its marketing 

efforts over the past year. 



A. Train Operations 

The following table details BNSF's current scheduled through dally service in 

major trackage rights lanes; 

SCHEDULED THROUGH TRAIN OPERATIONS ON TRACKAGE RIGHTS 

June 30, 1999 

Line Segment Train Service - Each Direction 

Centra Corridor Daily merchandise service, with Intermodal 
service provided on merchandise trains 
between Denver and Salt Lake City 

1-5 Corridor Dally merchandise service 

Gulf East/Southern Corridor - Houston 
- Lafayette 

Daily merchandise service 

Daily intermodal service 

Gulf North Corridor - Houston -
Memphis (Including IC via Effingham) 

Dally merchandise service 

Gulf South Corridor - Temple -
Corpus Christi 

Dally merchandise service 

Eagle Pass Corridor Six days/week merchandise service 

Lists identifying the specific trains currentiy running over BNSF's trackage rights lines in 

the corridors referrea to above are attached hereto as Attachment 1. 

The following summarizes the majc trsin service additions and changes on 

BNSF's trackagp "ghts lines (other than those described In Section I above) v.'hich have 

been implemented since July 1, 1998. 

• In July 1993, BNSF began direct delivery and receipt of Intermodal traffic 

to CSX and NS at New Orleans, thereby bypassing BNSF's Westwego 

Intermodal facility. This operation continued through June of 1999, when 

8 



BNSF began delivering Intermodal traffic to NOPB at New Orleans for 

interchange to CSX and NS as described ibove. The Westwego facility 

continues to be used for local New Orleans traffic 

On August 4, 1998, BNSF began rerouting westbound through manifest 

traffic off of the Cent'-al Corridor to BNSF's "Transoon" route through 

Arizona and Southern California. On August 6, BNSF eliminated Its dally 

Galesburg, IL-Stockton, CA (H-GALSTO-1) merchandise train. On August 

10, BNSF replaced its Galesburg-Stockton seivice with a daily Denver-

Stockton merchandise service (H-DENSTO), scheduled to operate over the 

former SP Donner Summit route six days per week, and via the UP route 

through Portola, CA, one day per week to provide service as needed to a 

"2-to-l" customer at Herlong, CA. 

Cn August 13, 1998, BNSF Initiated a plan designed to improve the flow 

of merchandise traffic f -m the Pacific Northwest, Southern California, 

Colorado and Wyoming into Texas and Mexico. Under the plan, switching 

for trains destined to Houston and Silsbee, TX, and Lafayette, LA, is being 

handled at Temple, TX. BNSF s facilities at Saginaw, TX, are being used 

as a clearinghouse for traffic destined to south Texas and Mexico. 

Commencing September 6, 1998, BNSF improved merchandise service 

between New Orleans and Houston by building destination direct trains at 

Lafayette and by eliminating switching for this traffic at Silsbee, TX. 



On September 24, 1998, BNSF Increased its PTRA merchandise train 

service from Temple (M-TPLPTR) to daily service. 

On November 12, ^998, BNSF commenced six day/week local service 

between Stockton and Sacramento, CA, In order to Improve service to 

customers for traffic to and from Sacramento, '\Nest Sacramento and the 

Port of Sacramento, replacing service provided by UP haulage between 

these same points. 

BNSF and UP Initiated a new operating plan to serve all customers 

accessible to BNSF on the former SP Baytown and Cedar Bayou Branches 

between Dayton, TX, and Baytown, TX, effective March 1, 1999. Under 

this plan, BNSF nc longer uses UP haulage service to serve any 

customers located along the Baytown and Cedar Bayou Branches. 

Instead, BNSF operates throe local trains dally (six days/week) from its 

Dayton facility to serve all customers on these lines. These locals currently 

provide direct switching service to four customers: Martin Gas, Dynergy, 

Texas Eastern and Enterprise. In order to facilitate BNSF's service to 

customers via reciprocal switch, the Baytown Branch has been divided into 

five reciprocal switching zones, identified as Baytown, Cedar, Eldon, Mt. 

Belvieu and Dayton. BNSF serves all other Baytown Branch and Cedar 

Bayou Branch customers via reciprocal switch performed by UP, with 

BNSF traffic set out and picked up on tracks jointly agreed tc by BNSF and 

UP. Based on BNSF s experience to date, this new service arrangement 

10 



I 

appears to be working well, and customers are satisfied with the 

arrangement. UP further agreeo to lease trackage to BNSF for use by 

BNSF to set out and pick up reciprocal switching traffic and to tie up its 

locomotive, pending BNSF construction of tracks to support the new 

operational plan at Dayton, Mont Belvieu, Eldon, and Baytow.i. Bt>JSF and 

UP are c rrently working on the plans for the additional BNSF tracks, and 

BNSF's construction of the tracks will be coordinated with UP's own 

Infrastructure development In this area. 

The only problems BNSF has had with this operation have been 

related to data issues Impacting UP as well as BNSF ~ customers 

releasing cars for plastic storage without billing, with UP stohng cars 

Intended for BNSF in remote SIT facilities not directly accessible to BNS^, 

Including Defense and Spring, TX; and Eagle Mill?,, AR. BNSF and UP 

trackage and haulage teams have generally been able to work l.irough 

operating Interchange points to handle this traffic when identified and 

released which does not require UP to return shipments to BNSF at 

Dayton, TX, for Interchange, which would result in substantial delay and 

out-of-route handling on the part of both UP and BNSF. 

Tfie Spring Center's joint and coordinated dispatching operations continued 

to work we!i In 1939 During January 1999, UP relocated to the Spring 

Center dispatching responsibility for Its lines betsveen: Sphng and Valley 

Junction; Hearne, TX, and Houston; Houston and Shreveport. LA; the 

11 



Sunset Route between Houston and San Antonio, and between San 

Antonio and El Paso; and the Austin Subdivision between Laredo and 

central Texas. Pursuant to the Board's order in Finance Docket No. 32760 

(Sub-No. 26) (served December 21, 1998), the Spring Center has 

continued to route traffic through the Houstcn Terminal via the best 

available route during the second quarter, and the ability to use a c'ear 

routing has resulted in reduced congestion and delay. 

B. BNSF Investments in Trackage Rights and Purchased Lines 

Major capital Investments In BNSF's trackage rights and purchased lines during 

the past year Included: 

• During the past year, BNSF continued Its multi-year project to rehabilitate 

and bring the Layfayette Subdivision (the former SP route between lowa 

Junction, LA, and Avondale, LA) up to Industry standards. This extensive 

rehabilitation program involves mainlines, sidings, and yard tracks at 

Avondale and Lafayette, as well as supporting Infrastructure Including 

communication systems, highway-railroad grade crossings, bridges and 

structures, and other support facilities. This project has replaced 

approximately 220,000 crossties, renewed approximately 20,000 linear feet 

of curve rail, and rehabilitated about 400 highway-railroad grade crossings 

with new ties and planking plus asphalt approaches. In addition, BNSF 

invested approximately $3 million during the past 12 months as part ot a 

continuing program to reconstruct, rehabilitate, and upgrade bridges along 

12 



this key route. Ultimately, under their joint ownership of the former SP 

Houston-Avondale route, BNSF and UP will share In maintenance, capital 

upgrading and capacity expansion of this rail corridor. 

During the fourth quarter of 1998, BNSF completed construction of nine 

new tracks at MIdvale, UT. This additional needed yard space assisted 

BNSF and its agent, Utah Railway, In handling Increasing traffic flows in 

the Salt Lake City area and across much of the Centra. Corridor, and 

reduced congestion at other points along this route. 

During the first quarter of 1999, BNSF Installed power switches at 

Stockton, CA. The remaining power switch work with Centralized Traffic 

Control installation was completed at El Pinal, CA, north of Stockton in 

April 1999. The temporary addition of hand thrown crossovers with an 

assigned BNSF switch tender at Stockton also reduced the amount of time 

It takes trains to travel outbound 3nd inbound onto and off of the UP route. 

Installation of power switches at Stockton, which eliminated the need for 

the temporary crossovers and the switch tender and further Improved 

operations, was completed early In May. BNSF and UP have also had 

success in coordinating maintenance of way windows on UP routes, 

resulting in a more consistent operation of trains. This has benefited both 

UP and BNSF operations through this area. 

In addition to the two 9,000 foot tracks BNSF previously built at its Dayton, 

TX interchange facility, BNSF completed the construction of three 
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additional 7,500 foot tracks in March 1999 to support local operations on 

the former SP Baytown and Cedar Bayou branches. 

• BNSF and the Acadiana Railway Company, a "2-to-l" shortline, completed 

the construction of a new interchc^nge at Crowley, LA, in March, 1999, to 

replace the prior very restricted interchange there. This new Interchange 

has improved operations on tn? Houston-New Orleans line jointly-owned 

with UP, and will permit further traffic growth between BNSF and Acadiana. 

C. Marketing Activities 

During the past year, BNSF continued Its intensified marketing activities with 

respect to a number of points on the UP/SP lines, with particular focus on customer 

identification and contact for customers located along the Baytown Branch; in the Lake 

Charles, LA area; between El Paso and Sierra Blanca, TX; in Brownsville, Defense, 

Harlington, San Antonio, Texarkana and Tyler, TX; In the Sacramento area; and in the 

Shreveport, LA area. These efforts have included field surveys, face-to-face or 

telemarketing customer contacts, and follow-through designed to acquaint customers 

with BNSF's services and capabilities, as well as to acquaint BNSF with the customers' 

transportation needs. Further, BNSF continues to issue service updates to its customers 

which are faxed directly to customer locations and posted on the Internet. 

Major marketing developments In the past year included: 

• BNSF cooperated last fall with public and private interests in the State of 

Louisiana, as well as the Louisiana & Delta Railroad ("LDRR"), in the 

operation of sugar cane trains on expedited schedules from the Lake 
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Charles area to receivers on LDRR reached over BNSF's lowa 

Junction-Avondale route. LDRR operated a dally "sugar cane train" over 

BNSF's route which continued until mid-January, 1999. This marked the 

second year of this program, designed to both assist in increasing cane 

production and refining in southern Louisiana, and remove large and 

growing volumes of sugar cane from the region's highway system. Upon 

review of last season's sugar cane campaign, LDRR advised BNSF that an 

estimated 124,072 tons of sugar cane were handled, and every train kept 

54 trucks off of Louisiana highways LDRR and BNSF never missed an 

arrival w ndow at the destination sugar mills, a critical factor in transporting 

this time-sensltlve, perishable commodity, while working together. Based 

on the 1998 successes, the preliminary outlook for the Fall 1999 sugar 

cane harvest campaign is for additional cane traffic to move by rail. 

On December 22, 1998, BNSF and the Texas Mexican Railway Company 

("Tex Mex") reached agreement on a five-year interline divisional 

arrangement for traffic moving between the two carriers via Robstown to 

and from Mexico via Laredo. This agreement has provided for stable per-

unit divisions on both carload and intermodal traffic, and permits BNSF and 

Tex Mex to work more closely together over Its term, as partners, In 

providing competitive service to shippers to and from Mexico In conjunction 

with Transportacion Ferrovlara Mexicana ("TFM"). 

Traffic Volumes 
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BNSF traffic volumes over the lines to which BNSF received access as a result 

of the merger have continued to grow. See Attachment 2 hereto. The charts attached 

hereto as Attachments 3 lo 12 reflv.?ct the volumes of traffic for each of the major traffic 

lanes to which BNSF received access. Attachment 13 shows the breakdown by general 

commodity groups of this traffic. 

BNSF has also experienced traffic growth where BNSF works with "2-to-l" 

shortlines and regional carriers to reach customers along the trackage rights lines. 

BNSF enjoys a growing working partnership In business generation with these carriers. 

BNSF has also steadily grown Its traffic volumes for traffic which BNSF or its agent (for 

example, Utah Railway) switch customers directly. 

E Customer Identification and Access Pursuant to Merger Conditions 

BNSF has also continued Its efforts to Identify all UP/SP customer facilities to 

which It received access as a result of the UP/SP merger. These facilities include 

access to "2-to-l" and other customers and transload facilities on its trackage rights lines 

and facilities which can be served by the seventeen "2-to-1" shortlines to which it 

received access. Current listings of all such facilities are attached as Attachment 14. 

During the past year, BNSF and UP agreed to add the following customers and 

facilities to those which can be accessed by BNSF as a result of the BNSF Settlement 

Agreement and merger conditions: 

Additional Customer Locations: 

Campbell Soup, Sacramento, CA 

Capital City Warehouse, West Sacramento, CA 
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Colonial Baking, Earth Grains Division (facility vacant), Little Rock, AR 

Custom House Maneuvering Service, Ysleta, TX 

Diamond Plastics Co., Golconda, NV 

Dittmar Lumber, San Antonio, TX 

Drake Enterprises, Tornlllo, TX 

Dust Chemical, Carlin, NV 

Grobmyer Lumber, Little Rock, AR 

J. E. Higgins Lumber Co., Sacramento, CA 

Jindal United Steel Corporation, Baytown, TX 

Key Container Co., South Gate/Patata, CA 

Lopez Scrap Metal, Buford, TX 

Mells Cargo Supply, Inc., Sacramento, CA 

Mine Service & Supply, Dunphy, NV 

Montgomery Ward & Co. Distribution Center, West Sacramento, CA 

Nevada Freeport, Elko, NV 

Nevada Ice & Cold Storage, Elko, NV 

Owens Corning Fiberglas, South Gate/Patata, CA 

Par Gas, Elko, NV 

Saga Exploration Co., Barth, NV 

Terra Inte.-'natlonal, Inc., Pine Bluff, AR 

Thatcher Chemical Co-Nevada, Carlin NV 

Treasure Chest, West Sacramento, CA 
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U. S. Barium, Golconda, NV 

United States Gypsum Company, South Gate, CA 

Western Beverage Co., San Jose, CA 

Weyerhaeuser Wastepaper Recycling Plant, Salt Lake City, UT 

Zeneca Agricultural Products, North Little Rock, AR 

Additional Transloads: 

Savage Industries, San Antonio, TX 

South Texas Liquid Terminal, San Antonio, TX 

With respect to the development of new facilities, BNSF .s working with a number 

of customers and has achieved several successes during the past year. UP has agreed 

that BNSF has access to new customer facilities along trackage rights lines including 

Romark at Waco, TX; the Tahoe-Reno Industrial Center at Patrick, NV; ANDALEX 

Resources, Inc., at Wellington, UT; a proposed BNSF Quality Distribution Center ("QDC") 

at Eagle Pass, TX; Crown Energy Corporation at Gary, CO; Quebecor Printing al 

Fernley, NV; RCA/Thompson Electronics at Belen, NM; Southdowr', Inc. at Sacramento, 

CA; Total Petroleum and Conoco at Durham (Grand Junction), CO; Valley Joist at 

Fernley, NV; and Qualitech Steel, Inc. (when completed) at Corpus Chnsti, TX.- UP has 

- UP also has maintained that BNSF should not have access to Four Star Sugar 
Co.. a new facility constructed in 1998 along BNSF's trackage rights on the former SP 
line between El Paso and Sierra Blanca, TX. UP's position that BNSF Is not entitled to 
access because the naw Four Star Sugar facility is located off of an Industrial yard lead 
rather than directly on the former SP line is Incompatible with the merger settlement 
agreements, conditions, and Board decisions concerning access to new facilities along 
trackage nghts lines BNSF has filed a Petition for Clarification requesting access to 
Four Star Sugar and requesting clarmcation that BNSF's right to serve new facilities "on" 
trackage rights lines includes the right to serve such new facilities and transloads that 
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provided tentative approval, pending final site location and submission of an operating 

plan, for BNSF to access a new MDF Molding & Mlllwork facility at Kllgore, TX, Newmont 

Mining Company at Dunphy, NV, and Trex Company at Fernley, NV. UP has denied 

BNSF access to a poJentlal new Merey-Sweeney Limited Partners petroleum coke 

production and loading facility at Sweeney, TX, based on information provided to jate. 

BNSF is continuing to Investigate and pursue opportunities for bulld-lns/build-outs, 

new facilities, transloads and expansions of existing facilities at "2-to-l" points and Is 

currently engaged In discussions with a number of Interested customers concerning such 

facilities and expansions. Further, over 20 additional projects Involving new customer 

facilities along the trackage rights lines are also in various phases of discussion, 

planning or implementation. 

BNSF's efforts to Identify customer facilities have included direct customer contact 

both with customers located on the trackage rights lines as well as with customers 

throughout the nation which ship to or from "2-to-l" points, and telephone surveys and 

on-the-ground site reviews of "2-to-r" points by BNSF teams. As a result of these 

efforts, BNSF now has access to nearly 1,240 customer facilities pursuant to the UP/SP 

merger conditions. 

are adjacent to spurs, industrial tracks and yards that are in turn adjacent to trackage 
rights lines. The Petition has been supported by The National Industrial Transportation 
League, The Society of the Plastic Industries, and the Chemical Manufacturers 
Association. 
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F. Service Problems and Data Exchange Issues 

Major service problems and data exchange Issues addressed by BNSF and UP 

during the past year included: 

• BNSF/UP Joint Service Committee meetings were held on several 

occasions during the past year to review a variety of operational issues 

involving BNSF ooerations over Its trackage rights lines as well as o:her 

issues. Major Issues discussed Included train performance measures, the 

new operations plan for the Baytown and Cedar Bayou Branches, 

dispatching and maintenance issues, specific operating Issues, and the 

status of capital projects. 

• BNSF Is experiencing recurring problems with UP spotting cars for 

Sacramento-area customers. These cars are delivered to UP at 

Sacramento by BNSF's Stocktor-Sacramento local, and then spotted by 

UP at the customer's facility. BNSF expects that these cars will be spotted 

within 48 hours of delivery to UP; however, some cars are being spotted 

to the customer 3 or 4 days after they are delivered to UP. BNSF and UP 

are working to resolve shipment-specific problems through the problem 

resolution process In place between BNSF's and UP's Trackage & Haulage 

teams, and BNSF and UP continue to work to find long-term operational 

solutions to these problems. 

• There continue to be some minor problems related to data exchange, 

Including waybiillng errors, delayed cars, and misrouted cars; however. 
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much Improvement has been noted during the second quarter. UP has 

been very receptive and willing to work with BNSF's customer service and 

support staff to successfully resolve these problems. 

III. ISSUES AFFECTING BNSF'S IMPLEMENTATION OF TRACKAGE RIGHTS 

The following describes issues relating to BNSF's operations over Its trackage 

rights lines. 

UP's Application of Agreements to Preclude or Inhibit BNSF Competition. 

In the recent several months, BNSF has noticed a number of occasions on which 

it appears that UP Is applying the terms of various operating and other agreements to 

attempt to forestall or even preclude full competition by BNSF under the Board's 

conditions. See also BNSF-PR-9 at 34-35 (UP's practice of crewing Its own trains first 

despite its obligation to provide sufficient crews to BNSF in the Central Corridor hindered 

BNSF's ability to compete). For instance, under the BNSF Settlement Agreement, BNSF 

has the right tc elect to serve a customer to wf.ich It has gained access under the 

Agreement by either direct BNSF service or by reciprocal switch provided by UP. BNSF 

has elected to serve Econorail on the Baytown Branch by UP reciprocal switch. UP has, 

however, advised BNSF that UP will not perform such switching for BNSF and has 

demanded that BNSF commence direct service to Econorail. UP's refusal to abide by 

the clear terms ofthe Settlement Agreement in dictating how BNSF can serve a "2-to-r 

customer is clearly outside of the terms of the Agreement and, if applied in other 

mstances, would clearly Impact BNSF's ability to provide competitive service to these 

customers. In the majority of cases, rail customers want to be served by one, not two, 
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rail carriers due to Issues of cjordlnatlon, potential downtime while a facility is switched, 

record-keeping, and safety issues. 

Another example of UP's misinterpretation of agreements to affect BNSF's ability 

to compete Include UP's abrupt announcement in early June that It would, effective 

immediately, refuse to spot and pull BNSF cars, or permit BNSF to access, a track In 

Eagle Pass designated as a CES, or Centralized Examination Station, for customs 

Inspection of incoming shipments when required by the United States Customs 

inspectors. BNSF traffic using this facility has been averaging two cars per week. UP 

maintained its position, disrupfing BNSF traffic on a day-by-day basis, until BNSF was 

able to refer UP to the Settlement Agreement language, stating that BNSF would be 

accorded "parity and equal access to the Mexican border crossing at Eagle Pass" 

(Settlement Agreement, Section 4(a)). An agreement has now been worked out between 

the two carriers, providing for compensation to UP for this service and BNSF's continued 

access to this facility, with a review to occur if volumes materially increase. 

In May, UP notified Coastal Corporation that UP intended to exercise its option 

to cancel Coastal's lease of UP property In Corpus Christi, TX, the location of Coastal's 

asphalt railcar loading racks, because Coastal was routing outbound asphalt via BNSF 

from this "2-to-l" designated customer. UP provided Coastal the option of returning the 

asphalt traffic to UP, and eliminating or reducing BNSF's Iinehaui, In return for an 

extension of the property lease. This Issue was resolved In late June when UP agreed 

to extend the lease with Coastal and not require Coastal to switch its asphalt traffic back 

to UP from BNSF. 
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If UP continues to fall to adhere to Its obligations under these and other 

agreements which Implement the Board's conditions, BNSF will face an Increasingly 

difficult challenge in providing the fully effective conr.petltlve service the Board envisioned 

when it approved the UP/SP merger. BNSF is continuing to work with UP to resolve 

these issues on a caso-hy-case basis, and will, in the absence of a successful 

resolution, pursue its remedies before the Board or otherwise. 

Communications Between UP and BNSF. 

In the past year, BNSF has identified a pattern of UP "delivering messages" or 

negotiating with BNSF concerning BNSF's right to access customers through customers, 

rather than directly w!*h BNSF. BNSF has previously reported to the Board on this 

concern (see BNSF-PR-11 at 14), and It remains difficult for BNSF to deal with UP on 

such access Issues when UP falls to communicate directly with BNSF. BNSF has raised 

this concern with UP on several occasions, but UP continues this practice. 

Houston and Gulf Coast Area. 

Dunng the past year, BNSF has continued to use UP haulage to serve customers 

south of Corpus Christi. With the cessation of the service crisis, that haulage service 

has Improved and enabled BNSF to provide competition to UP for shippers at Harlingen, 

Brownsville, and to and from a connection with TFM at Matamoros. Nonetheless, BNSF 

is continuing to monitor its traffic levels In order to determine whether it shou'd 

commence trackage rights operations between Robstov.n, TX, Harlingen, Brownsvillv?, 

TX and Matamoros, Mexico. Further, BNSF and Brownsville & Rio Grande International 

Railroad ("BRGI") remain concerned about the Impacts of the construction of the Port of 
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Brownsville rail bypass on the routing of BNSF's trains In the area, and they are closely 

tollowing the project so that any adverse Impacts can be avoided or minimized. 

Sacramento 

As reported above, BNSF continues to operate six day per week local service 

between Stockton and Sacramento, CA. The reopening of the former SP Roseville Yard 

at the end of May did not improve service for customers electing to route via BNSF to 

and from the Sacramento area, including those on the Central California Traction Co. 

("CCT") In the Lodi and Frultrldge/Polk, CA area. Because of elimination of switching 

capacity on the UP (former SP) at Sacramento following the Roseville reopening, cars 

frcm these customers were sporadically moved by UP through Roseville, adding days 

and inconsistencies to transit times in conjunction with BNSF. Starting In mid-June, 

BNSF began operating Its Stockton-Sacramento local entirely on the former SP route 

between those points, replacing the prior operation using both the UP and SP routes. 

This appears to have Improved service, hut BNSF noteo, and has handled for resolution 

on a shipment-specific basis with UP, the continuing sporadic movement of BNSF 

shipments through Roseville. BNSF further met with UP at the end of June to discuss 

these issues and to propose alternative interchange plans with UP to fully eliminate the 

unnecessary looping of BNSF Sacramento, Polk, and Fruitrldge, CA traffic through the 

reopened Roseville yard. 
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CONCLUSION 

Throughout the past year BNSF has continued its efforts to provide reliable, 

dependable and consistent service over its trackage rights lines. BNSF's capabilities 

and business continue to grow steadily as a result ot BNSF's proactive approach In 

resolving problems, its commitment to infrastructure and operationa! improvements to 

provide better service, and the continuing support of its customers. As a result of these 

efforts, many customers are benefiting from BNSF's newt access However, while BNSF 

remains fully committed to securing new business and additional business from Its 

customers In t.ie future, it Is Important that the agreements between the parties and the 

conditions imposed by the Board not be construed or applied In ways which prevent or 

inhibit BNSF's ability to fully compete with UP as envisioned by shippers and by the 

Board In approving the UP/SP merger. 
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Respectfully submitted, 

1 
Jeffrey R. Moreland Erika Z. Jones 

1 Richard E. Weicher Adrian L. Steel, Jr. 
• Michael E. Roper Kathryn A. Kusske 

Sidney L. Strickland, Jr. Kelley E. Campbell 

• The Burlington Northern Mayer, Brown & Platt 
and Santa Fe Railway Company 1909 K Street. NW 

I 3017 Lou Menk Drive Washington, DC 20036 
• P.O. Box 961039 (202) 263-3000 

Ft. Worth, Texas 76161-0039 
1 (817) 352-2353 

_ and 

1700 East Golf Road 
g Schaumburg, Illinois 60173 
1 (847) 995-6887 

m Attorneys for The Burlington Northern and Santa Fe Railway Company 

• July 1,1999 
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1 
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CERTIFICATE OF SERVICE 

I hereby certify that copies of The Burlington Northern and Santa Fe Railway 

Company's Quaiierly Progress Report (BNSF-PR-12) have been served on all Parties 

of Record. 
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BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
CENTRAL CORRIDOR - JUNE 28, 1999 

TRAIN SYMBOL ORIGIN DESTINATION DAYS OF WEEK 

H-DENST01-A1 Denver CO Stockton CA X -

H-DENST01-A2 Denver CO Stockton CA X X X X X " X 
L-NCA0211-B1 Stockton CA Stockton CA X X X X X X -
L-NCA5051-A1 Sparks. NV Sparks NV X X X X X X -
M-PV0DEN1-A1 Provo UT Denver CO X X -- X -- X X 
M-PV0LIN1-A1 Provo UT Lincoln NE - X -- X " -
M-RRBDEN1-A2 Riverbank CA Denver CO X - X - X " -
R-C0L2111-A1 Provo UT Provo UT X " X -- X -- --
R-COL2111-/\2 Provo UT Provo UT -- X -- X -- X -
R-COL3091-A1 Midvaie UT Midvaie UT X X X X X -- X 
R-COL3101-A1 Midvaie UT Midvaie' X X X X X X -
R-C0L3111-A1 MIdvale UT Midvaie X X X X X X --
R-COL3121-A1 Midvaie UT Midvaie UT X X X X X " X 
R-COL4001-A1 Grand Junction CO Grand Junction CO X X X X X " -
R-COL4001-A2 Grand Junction CO Grand Junction CO X --
R-COL5101-A1 Ogden UT Ogden UT X X X X X - -
R-C0L5111-A1 Ogden UT Ogden UT X X X X X -- -
R-C0L6111-A1 Provo UT Ogden UT " X " X " " X 
R-COL6121-A1 Ogden UT Provo UT X " X -- X --

KEY: H = High-Priority Merchandise; L = Local; M = Merchandise; R = Roadswitcher 

NOTE. Train symbols with no days of week specified operate on an "as-needed" basis. 



BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
1-5 CORRIDOR - JUNE 28, 1999 

TRAIN SYMBOL 

B PTLLAC5-A1 
B-SEALAC5-A1 
B-SSELAC5-A1 
H-BARPAS1-A1 
H-PASBAR1 -A1 
H-VAWBAR1-A1 
M-KLFST01-A1 
M-RRBPAS1-A1 

ORIGIN 

Portland OR 
Seattle WA 
South Seattle WA 
Barstow CA 
Pasco WA 
Vancouver WA 
Klamath Falls OR 
Riverbank CA 

DESTINATION 

Los Angeles CA 
Los Angeles CA 
Los Angeles CA 
Pasco WA 
Barstow CA 
Barstow CA 
Stockton CA 
Pasco WA 

DAYS OF WEEK 

X - X -- -- X 
- - X 
X 
X X X X X X X 

xxxxxxx 
- X X X X X -
" X X X X X X 
- X X X X X X 

KEY B = Bare Table H = High-Priority Merchandise: M = Merchandise 



BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
GULF EAST/SOUTHERN CORRIDOR (HOUSTON-NEW ORLEAi ;S) - JUNE 28,1999 

TRAIN SYMBOL ORIGIN 

H-LALH0U1-A1 Lafayette LA 

H-LALH0U1-A2 Lafayette LA 

H-NW0BAR1-A1 New Orieans LA 

H-NW0BAR1-A2 New Orleans LA 

H-TPLNW01-A1 Temple TX 

L-GFC1811-A1 Silsbee TX 

M-H0USSB1-A1 Houston TX 

M-SSBH0U1-A1 Silsbee TX 

P-LACNW01-B1 Los Angeles CA 

P-NWOLAC1-.A1 New Orleans LA 

P-NWOLAC1-A2 New Orleans LA 

R-GFC0231-A1 Lafayette LA 

R-GFC0233-A1 Avondale LA 

R-GFC0235-A1 Lafayette LA 

R-GFC0237-A1 Schriever LA 

R-GFC0241-A1 Dayton TX 

R-GFC0311-A1 Dayton TX 

R-GFC0321-A1 Dayton TX 

R-GFC0331-A1 Da/ton TX 

R - G F C S m - A I Lafayette LA 

S-CLONW03-XX Clovis NM 

S-LAHNW04-A1 Los Angeles CA 

DESTINATION DAYS OF WEEK 

Houston T ' ' X -- -- X - X -

Houston TX X X X 

Barstow CA X X " X " X X 

Barstow CA „ - X - X " -

New Orleans LA xxxxxxx 
Silsbee TX - X X X X X X 

Siisoee TX .. X - X - X -

Houston TX X - X - X -- --

New Orleans LA - X X X X X X 

Los Angeles CA X X -- X 

Los Angeles CA X -

Lafayette LA xxxxxxx 
Avondale LA X X X X X X X 

Lafayette LA xxxxxxx 
Schriever LA X X X X X X --

Dayton TX X X X X X - X 

Dayton TX X X X X X X " 

Dayton TX X X X X X X " 

Dayton TX X X X X X X -

Lafayette LA X X X X X X --

New Orleans LA 
New Orleans LA X 

KEY: H = High-Priority Merchandise L = Local; M - Mer'^handise; P = Premium Intermodal; R = 

Roadswitcher; S = Doublestack 

NOTE: Train symbols with no days of week specified operate on an "as-needed" basis. 



BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
GULF NORTH CORRIDOR (HOUSTON-MEMPHIS) - JUNE 28, 1999 

TRAIN SYMBOL 

B-MEMPEA1-A1 
H-H0UMEM1-A1 
H-MEMLGV1-A1 
H-MEMLGV1-A2 
H-MEMPTR1-A1 
H-SSBMEM1-A1 
L-GFC5511-A1 
L-GFC5521-A1 

ORIGIN 

Memphis TN 
Houston TX 
Memphis TN 
Memphis TN 
Memphis 1N 
Silsbee TX 
Little Rock AR 
Pine Bluff AR 

DESTINATION 

Pearland TX 
Memphis TN 
Longview TX 
Longview TX 
Houston (PTRA) TX 
Memphis TN 
Memphis TN 
Little Rock AR 

HAYS OF WEEK 

XXXXXXX 
" X " X - X " 
X - X - X - X 
XXXXXXX 
XXXXXXX 
X - X " X " --
- X -- X -- X --

KEY: 3 = Bare Table; H = High-Priot'ty Merchandise: L = Local 

NOTE: Train symbols with no days of week specified operate on an "as-needed" basis. 



BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
GULF SOUTH CORRIDOR (TEMPLE-CORPUS CHRISTI) - JUNE 28, 1999 

TRAIN SYMBOL ORIGIN 

C-BTMHAFx-xx 
C-CDMHAFx-xx 
C-CKMHAFx-xx 
C-CRMHAFx-xx 
E-HAFBTMx-xx 
E-HAFCDMx-xx 
E-HAFCKMx-xx 
E-HAFCRMx-xx 
G-ABICPS1-A1 
G-ABILAR1-A1 
0-FTWCPS1-A1 
G-HASCPS1-A1 
G-HASLAR1-A1 
G-TPLCPS1-A1 
G-WLMFLM1-A1 
G-WLMLAR1-A1 
L-TEX3011-A1 
M-CPSTPL1-A1 
M-CPdTPLx-xx 
M-RWCPS1-A1 
M-FTWCPS3X-XX 
M-TPLELG1-A1 
U-H0UKTXl-/\2 
U-KTXH0U1-A4 

KEY C = Unit Coal Loads: E 
= Other Unit Loads/Empties 

Black Thuiider Mine WY 
Cordero Mine WY 
Coal Cr^ek WY 
ROJO Caballo Mine WY 
Halsted TX 
Halsted TX 
Halsted TX 
Halsted TX 
Abilene KS 
/Abilene KS 
Fort Worth TX 
Hastings NE 
Hdsiings NE 
Temple TX 
WillmarMN 
WillmarMN 
Temple TX 
Corpus Christi TX 
Corpus Christi TX 
Fort Worth "̂ X 
Fort Worth TX 
Temple TX 
Houstcn TX 
Kerr TX 

DESTINATION 

halsted TX 
Halsted TX 
Halsted TX 
Halsted TX 
Black Thunder Mine WY 
Cordero Mine WY 
Coal Creek WY 
Rojo Caballo Mine WY 
Corpus Christi TX 
Laredo TX 
Corpus Christi TX 
Corpus Chnsti TX 
Laredo TX 
Corpus Christi TX 
Flatonia TX 
Laredo TX 
Temple TX 
Temple TX 
Temple TX 
Corpus Chnsti TX 
Corpus Chris.i TX 
Elgin TX 
Kerr TX 
Houston TX 

DAYS OF WEEK 

X X X X X - " 

x x x x x x x 

- X " X - X X 

- X - X 
" X - X - y -
X -- X - X - -

Unit Coal Empties: G = Unit Grain Loads; L = Local; M = Merchandise; U 

NOTE: Train symbols with no days of week specified operate on an "as-needed" basis. 



BNSF TRAIN SYMBOLS ON UP/SP TRACKAGE RIGHTS 
EAGLE PASS CORRIDOR - JUNE 28, 1999 

TRAIN SYMBOL 

C-CDMELDx-xx 
E-ELDCDMx-xx 
G-FTWEAPx-xx 
G-LINFAPx-xx 
G-TPLEAPx-xx 
M-EAPTPL1-A1 
M-EAPTPL3-XX 
M-FTWEAP1-A1 
R-TEX0321-A1 

ORIGIN 

Cordero Mine WY 
Elmendorf TX 
Fort Worth TX 
Lincoln NE 
Temple TX 
Eagle Pass TX 
Eagle Pass TX 
Fort Worth TX 
Eagle Pass TX 

DESTINATION 

Elmendorf TX 
Cordero Mine WY 
Eagle Pass TX 
Eagle Pass TX 
Eagle Pass TX 
Temple TX 
Temple TX 
Eagle Pass TX 
Eagle Pass TX 

DAYS o r WEEK 

X - X " X " " 

X " X - X X -
X X X X X " X 

KEY; C = Unit Coal Loads; E = Unit Coal Empties; G = Unit Grain Loads; M = Merchandise; R = 
Roadswitcher 

NOTE: Train symbols with no days of week specified operate on an "as-needed" basis. 
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Total 1997-99 BNSF Loaded Units 
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1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 
Central Corridor 

Units 

fiMJlli 
Sept 

2,466 

3,053 

Oct 

3,333 

3,100 

Nov 
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2,7<>4 
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ATTACHMENT 4 



1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 

Central Texas Corridor 

Units 

2000 

1000 

Jan Feb Mar Apr May Jiin Jul Aug Sept Oct Nov Dec 

• 97 Totals 221 447 446 523 616 736 569 649 682 942 981 934 

• 98 Totals 733 769 991 936 1,408 1,425 1,257 1,288 1,501 1,207 1,390 937 

• 99 Totals 1,125 1,006 1,782 1,298 1,691 



ATTACHMENTS 



1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 

Eagle Pass Corridor 

Units 

6000 

4000 

2000 

1 i km. Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec 

• 97 Totals 209 476 411 410 413 634 580 1,138 1,318 2,203 2,882 2,747 
• 98 Totals 2,063 2,474 2,272 3,392 4,096 3,989 4,101 3,452 3,782 2,957 2,862 2,644 
• 99 Totals 3,259 3,559 4,724 3,714 4,612 



ATTAC HMENT 6 



1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 
El Paso Corridor 

Units 

200 

100 

ijyL 
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec 

• 97 Totals 7 4 1 2 1 11 58 51 45 34 70 
• 98 Totals 27 66 59 46 104 43 86 175 68 133 137 110 
• 99 Totals 85 146 51 4 8 



ATT ACHMENT 7 



1997-99 BNSF Loaded Units in Trackage 
Rights Corridors 

Gulf East Corridor 
Units 

15000 

10000 



ATTACHMENT 8 



1997-99 BNSF Loaded Units in Trackage 
Rights Corridors 

Gulf North Corridor 

Units 

8000 

6000 

4000 

2000 

I 

LJI-i J1 Jl Jl JI 
97 Totals 

Jan 

387 

Feb 

448 

Mar 

830 

Apr 

911 

May 

1,346 

Jun 

1,636 

i Jul 

2,321 

Aug 

2,373 

Sept 

2,868 

Oct 

3,318 

Nov 

2,686 

Dec 

3,214 

n 98 Totals 3,087 2,267 2,588 3,391 3,775 6,199 6,089 3,851 3,486 3,921 3,952 3,350 

99 Totals 3,463 3,469 3,623 3,462 3,363 



ATTACHMENT 9 



1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 

Gulf South Corridor 

Units 

6000 

4000 

2000 

u Jan Feb Mar Apr May 

• 97 Totals 1,480 1,630 2,684 2,834 2.838 
• 98 Totals 2,846 3,531 4,468 4,080 3,452 
• 99 Totals 3,331 3,696 4,540 5,233 5,661 

Jun 

2,508 

Jul 

2,727 

3,130 

Aug 

3,026 

2,844 

Sept 

2,353 

3,222 

Oct 

2,711 

3,515 

Nov 

2,462 

4,500 

Dec 

2,375 

3,747 



ATTACHMENT 10 



1997-99 BNSF Loaded Units In Trackage 
Rights Corridors 

1-5 Corridor 

Units 

4000 

3000 

2000 

1000 

u Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec 
• 97 Totals 177 1,024 1,317 1,680 1,847 2,096 
• 98 Totals 2,312 1,912 2,476 1,741 1,504 1,173 1,782 2,200 2,492 2,738 2,610 3,010 
• 99 Totals 2,956 2,135 3,128 3,759 2,913 



I 
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ATTACHMENT 11 


