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FURTHER COMMENTS OF
THE SOCIETY OF THE PLASTICS INDUSTRY, INC. f

The Society of the Plastics Industry, Inc. (hereinafter
generally referred to as "SPI"), respectfully submits its Further
Comments in opposition to the application of the Union Pacific
Corporation (UP), et_al. and the Southern Pacific Rail
Corporation (SP), et al., seeking approval of the Surface
Transportation Board for authority to merge. These Further
Comments are submitted pursuant to Decision No. 31 issued by the
Board on April 19, 1996, wherein the Board interpreted its
procedural orders to permit a non-applicant party to file
responsive evidence and comments to conditions proposed by
.aother party in the proceeding and "to other parties’ comments

.* Decision 31 at p.3.
SPI submits these Further Comments in response to the

settlement entered into by Applicants and the BNSF with the

Chemical Manufacturers Association (CMA), UP/SP-219 (filed

April 19, 1996) Pursuart to tlat settlement, Applicants have




agreed to amend their trackage rights agrecment with the BNSF.Y

SPI, accoraingly, is entitled to comment on the amendments to the
UP/SP-BNSF agreement of September 25, 1995, which Applicants have
requestec be imposed as a condition of the merger. SPI and the
interests it represents would be substantially and materially
injured to the extent that the Board may rely upon said
settlement as remedial to the anti-competitive effects of the
proposed merger and consequently grant approval of the merger.

In these Further Comments, SPI addresses the facts (i) that
SPI and CMA represent different interests and that the CMA
Settlement is not binding upon or relevant to SPI, (ii) that the
CMA Settlement does not mitigate SPI’'s concerns about the loss of
ccmpetition resulting from merger of the UP and SP, and (iii)
that the CMA Settlement does not even serve to alleviate CMA's

concerns about the effect of the ) _oposed merger, see CMA-7.7¥

v In consideration of the settlement, CMA has withdrawn from
the merger proceeding. CMA has not, contrary to some reports,
endocrsed the merger.

¥ While the 3applicants characterize their settlement as
"important" and promise to address it in their rebuttal filing,
UP/SP-219 at 1, as discussed herein various terms of the
settlement are vague; and in any event, the terms of the
settlement require analysis by the consultants to SPI and other
interested parties. SPI accordingl,; urges the Board to grant any
request made to adjust the procedural schedule to enable full
analysis of the Settlement Agreement, particularly considering
that in filing the settlement Applicants indicate their intent to
rely upon the CMA Settlement in their rebuttal as dispositive of
concerns regarding loss of ccrpetition. SPI‘s Further Comments
submitted herewith are subject to supplementation based upon both
further analysis and information developed through discovery to
the extent further evidence and pleadings may be permitted by the
Board.




I. CMA DOES NOT REPRESENT THE PLASTICS INDUSTRY

While plastics and chemicals often are thought of as related
products, including both groups of materials being classified
under STCC Group 28, Chemicals or Related Products, and while
there is some overlap in membership between SPI and CMA, plastics
and chemicals are separate product groups; and SPI and CMA
represent different constituencies. This is clearly reflected in
the comments of SPI and CMA in this proceeding. For example, SPI

addresses the impact of the merger on plastics resins, and

specifically to polyethylene (PE) and polypropylene (PP).¥ CMa,

by contrast, is concerned with "basic industrial ch=amicals."
CMA-7 at 2. Basic industrial chemicals include products such as

' and represent a

acids, alkaloids, salts, and organic chemicals,?
distinct category from products such as plastic materials and
other products to be used in further manufacture, and products to
be used in ultimate consumption. Mcreover, from the perspective
of this proceeding, SPI’'s concerns are specifically focused upon
the Gulf Coast transportation market due to the fact that 92% of

polyethylene and polypropylene proauction occurs in the Gulf

Coast region. SPI-11 at 20. By ccntrast, whereas the UP and SP

¥ Polyethylene and polypropylene, collectively referred to as
"plastics resins" in SPI’'s comments, cons.itute the two highest
volume commodities handled by the UP, if not both the UP and SP,
in the STCC 28 Chemicals or Related Products grouping. SPI-11
13. PE and PP constitute the majority of production of plastics
resins generally, and both were extensively analyzed by
Applicants in their application. Id. at v-vi.

¥ See, Definition of the Chemical Industry, U.S. Chemical
Industry Statistical Handbook, 1995, CMA (1995), associated
herewith as Exhibit 1.




represent the primary carriers for Gulf Coast producers of basic
industrial chemicals, the concentration of production within the

Gulf Coast is materially less for the materials of interest to

CMA than for plastics resins.?

Considering the different constituencies represented by SPI
and CMA, and the different geographic distribution of the
respective products of interest, withdrawal from the merger
proceeding by CMA does not impact upon SPI nor alleviate the
concerns of SPI expressed in its comments in this procz2eding.
Moreover, in the short time since it was announced, a signif:icant
representation of the plastics industry, who also are members of
CMA, have repudiated the CMA Settlement. Statements to this
effect from CertainTeed Corporation, CONDEA Vista Company, The
Dow Chemical Company,? Fina 0il and Chemical Company, The GEON
Company, Huntsman Corporation, Montell USA, Inc., Phillips
Petroleum Company and Union Carbide Corporation are associated
herewith as Exhibit 2. Considering this substantial and
distinguished group of companies, query whether the CMA
Settlement truly represents the views and interests of CMA's

membership?

g In the case of STCC 14, non-metallic minerals except fuel,
for example, UP and SP represent less than a 30% market
concentration factor. CMA-7, Attachment 2 at 6.

° While the attached statement of The Dow Chemical Company is
that which was submitted to the Board on March 15, 1996, Dow-10,
it is understood that Dow has not changed its position, and
contemporaneously will so coafirm to the Board in a separate
submission.




II. THE CMA SETTLEMENT DOES NOT MITIGATE
THE COMPETITIVE HARMS IDENTIFIED BY SPI

In its comments, SPI, after concurring with Applicants that
the UP and SP dominate the plastics resins transportation market,
SPI-11 at 19-22, identified 15 separate factors leading to SPI's
conclusion that the merger would have significant detrimental
effects upon competition for rail transportation service to the
plastics industry. Ouly one of those identified factors is

changed by the CMA Settlement, and three are touched upon and

prcvide either a limited remedy or require further factual

informa:cion regarding implementation to understand whether the
CMA Settlement is substanti-e or illusive. As to the 11

remaining competitive elements, the CMA Settlement provides no

relief whatsoever.

CMA/UP SETTLEMENT AS AFFECTING SPI MERGER CON(CERNS
Is dentified in SPI Comment impact of CMA Settlement

1. UP/SP domination of plastics industry.

1.1 A merged UP/SP would dominate
plastics resins transportation:

(i) UP/SP would continue to have No change.
access to approximately 90% of
the plastics market. (SPI 11 at
22)

Post-merger, UP/SP market No change.
share of PE-63%,; PP-62%.
(SPI-11 at 22-23)

Increased market concentration No change.
violates DOJ merger guidelines

under HHI analysis. (SP!-11 at

23)




UP/SP tc release 50% of traffic at 2-to-1 points
from contract obligations to enable BNSF to bid
(CMA Settlement at 13). Whether and extent to
which this provides BNSF with market
opportunities is unknown since tying
arrangements/leverage still would accrue to the
UP/SP; selection method for release from
contract obligations is not defined; and release
could impact only contracts with relatively short
remaining duration, thereby leaving long-term
contracts and contract renewal options in place.
Additional barrier with regard to sh.pper
exercise of new negotiation rights may flow
from volume incentives. Adequate storage
capacity must be available to BNSF in order to
hold itself out to offer service to the plastics
industry.

(ivy UP/SP market practice
foreclosure tactics: tying
arrangements, long-term
contracts and renewal options.
(SPI1-11 at 24-28)

1.2 BNSF has made no demonstrated

commitment to implement the trackage

rights and provide vigorous
competition; BNSF occupied with its

No change. BNSF addressed CMA to express
its interest and intentions with regard to
operation under the trackage rights prior to
CMA entering into the Settlement Agreement.

own merger. (SPI-11 at 28-36) Notwithstanding that provision of “a detailed
operating and capital investment plan ... to
support competitive BNSF service to shippers
over the trackage rights" was an essential
condition set forth in the CMA comments (see
CMA-7 at Attachment 1, §2A), BNSF offered
nothing more, in substance, than its "trust me"
approach reflected in its comments of
December 29, 1995.7

2. BNSF is not a viable competitive option:

No changa. BNSF's lack of efficacy in dealing
with UP is evidenced by the fact that

2.1 Trackage rights consisted of a package
deal, with BNSF acceptance of rights
without seeking them, and its lack of modification >f trackage rights agreement is a
interest in certain of the Gulf Coast function of CMA settlement, not BNSF
corridors evidencing a lack of negotiation.
commitment to vigorously compete for
the traffic. (SPI-11 at 28-31)

BNSF is a weak competitor, by its own
admission. (SPI-11 at 32)

¥ See letter from Jeffrey R. Moreland, BNSF Senior Vice President and General Counsel, April 15, 1996,
associated as Exhibit 3, and discussion at § IV, infra.




2.3 BNSF lacks adequate infrastructure to UP agreement to provide “equal access" to
render vigorous competition to UP/SP, Dayton Yard (CMA Settlement at 5) does not
with only 16% of storage capacity and resolve the BNSF storage-in-transit (SIT)
i3% of operational yard capacity capacity issue for plastics traffic.~/ It is
(SPI-11 at 36-40) understood that the capacity at Dayton currently

is substantially if not fully committed to
customers. The manner and degree to which
BNSF can access Dayton under this provision is
unclear (e.g., right to available capacity, right to
50% of available capacity, etc.?). And what
would be the impact upon service to UP/SP
customers were 'JP/SP simply to cede BNSF
immediate right to succeed to 50% of the SP's
contractual commitment to the Dayton Yard?
With industry 5-year growth rate of 6+ %, is
there any capacity available for BNSF even if
UP/SP would lose an account to BNSF? Since
Dayton is only 1 of 6 UP/SP Gulf Coast storage
locations (which represent 72% of total UP/SP
storage), BNSF may have no way of knowing its
potential access (0 Dayton when biading for
trackage rights wrafric (barring illegal
coordination between UP/SP and BNSF).=/

Additionally, financial terms are not revealed.
DOJ's economist states that: “To the extent
that BNSF might get access to the UP/SP
storage yards with the fixed costs of the yard
rolled into the compensation rate, its cost
structure would be even further out of line."
DOJ-8, V.S. of W. Robert Majure, at 26, n.26.

As to working with BNSF to locate additional
SIT facilities, query the need for BNSF to require
UP/SP assistance?

2.4 Trackage rights agreement places
BNSF at competitive disadvantage:

()  Traffic basis inadequate to No change. UP release of 50% of traffic 2. 2-to-
support competitive train 1 points from contract ob'igations to enable
operations. (SPI-11 at 41-42) BNSF to compete (CMA Settlement at 93) does

not change calculation by L. E. Peabody &
Assoc ates that traffic available to BNSF is
suff - only to support 0.57 trains/day in the
Housw-femphis corridor. The Pea. « dy

=/ Storage-in-transit as a service issue has been identified throughout this proceeding as principally
related 1o service to the plastics industry. Neither CMA nor Applicants consulted with SPI in addressing
this term and assuring that any remedial provision is substantive and not merely symbolic.

=/ Notwithstanding the ill-defined and uncertain nature of its potential to Dayton, BNSF foresees "no
need for su.stantial capital investment” and characterizes this provision as “clearly sufficient for BNSF to
capture a significant share of the new business to which it would gain access." See Exhibit 3 at p.3.
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3. Injury

Directional flow in Houston-

Memphis corridor. (SPI-11 at 42-

44)

Trackage rights fee places BNSF
at 30% cost disadvantage. (SPI-
11 at 44)

To extent BNSF uses UP/SP for
switching, BNSF yields
operational and economic
control to UP/SP. (SPI-11 at
44-45)

3.1 Loss of competitive options:

0

Loss of saurce competition.
(SPI-11 at 43-51)

Loss of build-out opnortunities.
(SPI-11 at 46-49)

analysis did not take into account limitations on
traffic due to contract commitments; i.e., all
traffic from the 2-to-1 points \vas evaluated as
available to BNSF; and accar dingly, the actual
traffic available for BNSF bidding wouid be
below the .57 train level calculated by
Peabody. This provision would simply serve to
move back toward the 0.57 trainload level. See
also discussion at 1.1(iv), above. Extending
BNSF rights to serve shippers who have not
recently or ever shipped by rail, a d to serve
unidentified new facilities, both at 2-to-1 points
(CMA Settiement at 92, 12), adds 10
identifiable or measurable traffiz to BNSF's
achievement of a sufficient critical mass to
warrant train operations.

This is changed (CMA Settliement at 110).
However, the impact on BNSF of dual track
operations and the consequential effects on
fueling, mainienance, crewing and other
facilities, training, etc., have not been evaluated.

No change. To segregate fee into a separate
fund (CMA Settiement at 6) provides no
improvement, and fund in any event wou'd
accrue to UP/SP to extent used to offset
depreciation cost. Change in escalation feature
(CMA Settiement at §7) does not change fee
nself.

No change. Capping the switching fees (CMA
Settlement at €4), while beneficial (and
essentially a return to pre-1990 levels wher SP
escalated switching fees), already was promised
in the application. See Peterson UP/SP-23 at
71-72. This does not change service
implications of BNSF reliance on UP/SP
switching. Also, since BNSF has direct service
option, switching fees were not included in
Peabody competitive analysis.

No change.

Limited cure (CMA Settlement at §13);
arbitration opportunity limited to individual right
of CMA members (not to BNSF) for limited time;
and to the extent that a build-out would require




3.2 Merger will leas to increased prices, as
promised by UP President and
demonstrated by both experience and
the economics literature. (SPI-11 at
52 57)

aggregation of multi-shipper volumes, timing vis-
a-vis contract expirations, whether all shippers
are CMA members, and other factors limit utility
of this provision.

No change.

III. -MA SETTLEMENT DOES NOT MITIGATE
THE COMPETITIVE HARMS IDENTIFIED BY CMA

The CMA comments identified six areas where the UP/SP BNSF

agreement is not effective to address anti-competitive concerns,

and it further identified seven factors which limit BNSF'’s

incentives to enter the market.

Of these 13 icdentified factors

entailing loss of effective competition, the CMA Settlement fails

to resolve ten, and its ability to resolve an eleventh item is

limited.

CMA/UP SETTLEMENT AS AFFECT'NG CMA MERGER CONCERNS

Issues |dentified in CMA Comments

A. “[T]he BNSF Agieement will not be effective
to address anti-competitive concerns because:

(1) it appears unlikely that BNSF will have
sufficient economic incentive to exercise its
traffic rights to serve traffic to and from CMA
member facilities in the Gulf Coast,

(2) even if BNSF did elect to serve CMA
member facilities, the rates that would be
charged by the UP/SP and BNSF following the
merger would almost certainiy be higher than
those charged today,

Impact of CMA Settiement

No impact. Opening up BNSF access to points
which have not shipped by rail in the past and
to potential future plants (CMA Settlement at {§
2, 12), does not provide current economic
incentive; as to opening up contracts at 2-to-1
points (CMA Settlement at §3), 100% of said
traffic was taken into account in the ana'ysis of
traffic available to BNSF (see also 1.1(iv) and

2.4(j), supra).

No impact. The settlement provides no
incentive for maintaining rates or averting the
rate increases promised by UP President
Davidson at the CMA dinner meeting on
September 25, 1395.




(3) the BNSF Agreement would not in any
case do anything to compensate for:

(@) the loss of leverage enjoyed by
some sole-served UP and SP shippers today by
the threat of having a nearby carrier "build-in" to
the shipper’s facility,

(by the loss of SP as an agagressive
“maverick” competitor,

(c) the reduction in the number of rail
competitors in the West other than at 2-to-1
points, and

[d] the extreme geographic
concentration of Gulf Coast chemical shipments
in the hands of the combined UP/SP system."
CMA-7 at 2.

B. "BNSF's incentives to enter the n irket are
severely limited by the facts that:

(1) BNSF will be able to serve only a smal!
number of points on each line over which it has
trackage rights -- i.e., the 2-to-1 points -- and
will be able to capture only the traffic from
those 2-to-* points that is destined for BNSF's
few exclusively served destination, plus a
portion of traffic moving to neutral gateways.
BNSF's traffic density will thus be much iower
than UP/SP's density on the same lines, and
BNSF's costs per car will consequently be
higher, thus severely impairing its ability to
compete.

Limited impact (CMA Settlement at §13). CMA
members would retain a limited right to pursue
build-in; the BNSF could not exercise that right
on its own. Additionally, this is a one-tirne
opportunity, and likely would not be available on
an aggregated basis where multi-plant access is
required to justify the build-in (see, 3.1(ii),
supra).

No impact.

No impact.

No impact.

No impact. The CMA Settiement offers BNSF
no additional access to existing facilities.




(2) BNSF would have to make substantia!
investments (estimated oy Mr. Crowley to total
at least $100 million) in yards, maintenance and
fueling facilities, switch connection, and other
facilities before it could hope to effectively
compete with UP/SP for business from
chemical shippers usinc its new trackage rights.
In addition, it would rzed to hire and train new
Crews.

(3) The UP/SP would have the power to
make access difficult through control of
dispatching and operations on its lines over
which the BNSF would operate -- putting BNSF
in the position of offering "service with some
disability,” to use the words of outgoing BNSF
Chairman Grinstein.

(4) BNSF would face other operational
hurdles, including the need to run its loaded
trains northbound from Texas to Memphis over
unsignaled SP track that would be operated by
UF' /SP one-way southbound.

(5) In contemplating \hether to make the
investments of time and money necessary to
enter the markets offered by its new trackage
rights, the BNSF might never face a window of
time in which a criiical mass of traffic sufficient
to justify its investment is available, because
much Gulf Coast chemical traffic is committed
under transportation contracts to the UP or SP,
and because shippers would have no choice
but to continue renewing such UP/SP contracts
uniess and until BNSF has taken the steps
necesscry to enter the market.

(6) BNSF will have to pay to the UP/SP a
trackage rights fee that further raises BN's costs
above those of the UP/SP and hence puts the
BNSF at a competitive disadvantage.

(7) UP/SP will have the ability to seek to
prevent entry by BNSF, or retaliate against
BNSF entry, by “pin-point" pricing to undercut
the BNSF, and in doing so will have the
aavantage of a substaritially lower cost
structure.” CMA-7 at 7-8.

No impact. However, opening hoth the UP and
SP routes (CMA Settiement at §9 1, 10)
between Houston and Memphis to BNSF may
increase the investment of BNSF necessary to
effectively comp ate (see 2.4(ii), supra).

This is changed (CMA Settlement at §9),
assuming the proposed dispatching protocols
are effective.

This is changed. (CMA Settlement at 910).
(See 2.4(ii), supra.)

No impact. The traffic available to BNSF before
considering impact of UP/SP-customer
contracts is inadequate, and no additional traffic
is opened by agreement. As to UP/SP opening
50% of contracts, see SPI-1.1(iv), 2.3 and 2.4(i)
and CMA-A.(1), supra

No impact, although the escalation mechanism
is modified (CMA Settlement at 7).

No impact.




THE BOARD MUST NOT ACCEPT
THE CMA SETTLEMENT AS CURATIVE OF THE

LOSS OF COMPETITION POSED BY THE UP/SP MERGER

Both the foregoing analysis and the BNSF letter of April 15
to CMA raise a number of questions. Inherently, in light cf the
inadequacies and vagueness of the CMA Settlement Agreement, the
issue is posed as to why CMA would enter into such an agreement
and withdraw its participation from the merger proceeding.
Initially, it must be recalled that CMA set a very low threshold
with regard to its objectives in the merger proceeding. It
proposed a number of remedial points which do not correlate with
nor ameliorate the competitive harms it identified; and then it
conceded that "its remedial points do not address all of the
likely anti-competitive effects of the merger." CMA-7 at 4.
Accordingly, CMA was less than fully committed to a solution to
the prcblems posed k, the merger. Consequently, like a Greek
tragedy, the end is implicit in the beginning. While & number of

explanations present themselves, the specific reasons why CMA

accepted the settlement must be ascertained from CMA itself.?

More profound gquestions are raised concerning BNSF. The
"tiger" portrayed by Applicants, i.e., that the BNSF¥ is "the
biggest, meanest, toughest competitor we'’'ve got in the West,"
Rebensdorf Tr. at 150, further appears to be a mere pussycat with
stripes, but one with chameleon-like qualities at that.

In comments submitted December 29, 1995, BN/SF-1, entailing

the verified statements of three witnesses, and defended through

But see, Exhibit 2 to these Further Comments.

12




four days of deposition testimony, BNSF maintained that the
trackage rights agreement "effectively preserves competition" at
2-to-1 points, BN/SF-1 at 2, will enable BNSF to "provide
effective service competition on each route covered by the
settlement agreement," Id. at 3, and "will promote aggressive
competition and will improve the efficiency of the nation’s
transportation infrastructure." JId. 1In its letter of April 15,
1996 to CMA, BNSF now merely "expects to be able to offer
competitive service at competitive rates to [Gulf Coast]
customers, assuming [a stated level of available traffic] and
assuming BNSF's trackage rights are implemented in accordance
with the Settlement Agreement, iIn particular with the
modifications that have been discussed with UP." See Exhibit 3
at 1-2 (emphs '5 added). Those modifications are those set forth
in the CMA Se.tlement Agreement. It is apparent that these
changes were not negotiated with BNSF, but rather are
"operational and other improvements UP has advised were made
Ia. ar 2.

While BNSF previously defended the trackage rights agreement

as initially entered into as placing it in a fully competitive

position with a merged UP and SP, it now qualifies its ability to

compete upon the amendments to that agreement of which "UP has
advised" as a result of the UP-CMA settlement negotiations. As
demonstrated by the record in this proceeding, BNSF cannot be
considered to have vigorously negotiated its terms of access
under the Settlement Agreement; and changes emanate only from

UP’s efforts to win shipper support. 1t further is apparent that

i3




BNSF has been told, not consulted with, concerning those changes.
The first question posed by the BN’s new position is what
the Board is to believe of EBNSF’s assertions with regard to its
competitive posture under the trackage rights agreement? On the
one hand, the trackage rights provisions as initially agreed were
asserted as fully adequate to enable BNSF to be an effective
competitor; now, the changes conceded by UP to win CMA support
are a condition precedent to its competitive posture. Was BNSF
correct previously? Was it mistaken and its comments erroneous?
Or was it merely obfuscating and covering for the UP and SP in
good market sharing fashion? Secondly, why is BNSF so complacent
toward and defensive of the UP/SP merger? 1Is it because the
merger rids the railroad industry of the aggressive competition
of the €pP? 1Is it because of a tacit understanding, whether
stated or unstated, see KCS-33 at 73-82, between the UP and BN to

jointly dominate the western railroad market through absorption

of their smaller and more aggressive independent rivals? Or is

it because acceptance of the trackage rights agreement is

designed to foreclose divestiture of the parallel route system in

the petrochemical belt, thereby precluding real competition in
the Gulf Coast market from an owning railroad with real incentive
to vigorously compete for all available traffic? Any or all of
these answers are logical.

Whatever the motivations of CMA and BNSF, the trackage
rights agreement, whether as originally agreed upon or as
modified by the CMA Settlement, doe. not serve to preserve and

maintain effective competition in the Gulf Coast region. The

14




changes resulting from the CMA settlement will neither serve to
remedy the competitive harms posed by the merger as identified by
SPI nor serve to remedy the harms identified by CMA. Indeed,
regarding the amendments to the trackage rights agreement which
further integrate UP/SP and BNSF operations, e.g., allowing BNSF
to operate over UP/SP lines fully between Houston and St. Louis,
the more the service becomes indistinguishable except as whether
the line haul locomotive is painted yellow or green and as to the
payee of the freight bills, the less opportunity there is for
real competition. Only facilities based carriers can truly
compete with one another; a tenant railroad operating under
trackage rights, especially if dependent on the landlord for
switching and/or other services, can never offer true and
effective rate and service competition.

Finally, regarding the sop that the UP and SP will agree to
post-merger oversight (CMA Settlement at 914), the Board
inherently has such powers in merger proceedings. See (former)
49 U.S.C. § 11351. Regardless, the Board must find that the
merger is consistent with the public interest. 1In doing so, the

Board must consider, in the context of the record before it,

whether the proposed transaction would have an adverse effect on

competition among rail carriers in the affected region; it cannot
relieve Applicants of their burden of proof through deferral of
consideration of competitive harm to post-merger review. See,
SPI-11 at 6-13. This is especially critical in consideration
both of the downsizing of staff as a result of the ICC

Termination Act of 1995, P.L. 104-88, and the barriers posed to
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adjudication of railroad complaint cases by the Board’s proposed

increase in fees from $1,000 for rate complaints to either

$233,200 or $23,100. Regqulations Governing Fees, Ex Parte No.

542 (April 4, 1996).¥

WHEREFORE, THE PREMISES CONSIDERED, The Society of the
Plastics Industry, Inc., respectfully urges the Surface
ransportation Board to reject tender of the CMA Settlement
Agreement as curing the anti-competitive effec:s of merger of the
Union Pacific and Southern Pacific railroads, and to find that a

merger of the Union Pacific Corporation, et al. ard the Southern

¥ Certainly, Applicants are not modeling Y14 on the ICC's
decision in Wisconsin Central Transportation, 9 I.C.C.2d 233
(1992) (WCT). That transaction, while entailing some overlapping
service in Wisconsin and the Upper Peninsula of Michigan,
nonetheless had "the strong and unqualified support of most
shippers in the area" as well as the responsible state
governmental authorities. Id. at 247. In contrast, merger of
the UP and SP is opposed by the Governor of Louisiana, the
Railroad Commission and Attorney General of Texas, th2 major
customer industry’s trade association, numerous individual Gulf
Coast shippers, and scores of other parties throughout the joint
UP/SP service area. An analysis of the supporting statements,
after elimination of the more than 10% from Applicants’
subsidiaries and suppliers, non-shippers and multiple entries,
concludes: "In sum, the letters seem strongly biased in favor of
shippers who will retain transportation options after the merger.
UP+SP’'s claim of broad shipper support is based principally upon
shippers over which UP+SP will not be able to establish market
dominance." "UP+SP: In Whose Interest?", Mark W. Hemphill,
Trains, 39, 42 (May, 1996) (a copy of tre article is associated
as Exhibit 4). Other significant differences between the instant
transaction and WCT include: (i) two Class II carriers v. Class
II and Class III carriers, (ii) 39,000 v. 2,500 miles of combined
operation (the latter equivalent to approximately 50% of the BNSF
trackage rights in this proceeding), (iii) a transaction size of
$5.4 billion v. $63 million; (iv) a major transaction v. a
borderline major transaction, etc. Any reliance upon WCT as
precedent for CMA Settlement Y14 would be fatuous.
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Pacific Rail Corporation, et al., would substantially and
adversely impact upon the polyethylene and polypropylene resins

industries, that a merger of the UP and SP as proposed would not

be in the public interest, and to grant the relief as requested

in SPI's comments of March 29, 1996.

Respectfully submitted,

|
\ M\(L)—u- ol O

Martin W. Bercovici
Douglas Y. Behr
Arthur S\ Garrett, III
Leslie El Silverman
KELLER HECKMAN
1001 G Stkeet, NW
Suite 500 \West
Washington, DC 20001
Tel: (202) 434-4100
Fax: (202) 434-4646

Attorneys for The Society of the
Plastics Industry, Inc.

April 29, 1996
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CHE. 1ICAL MANUFACTUTERS ASSOCIATION

Through January 1996 Effective January 1996
2501 M Street, NW 1300 Wilson Boulevard

Washington, D.C. 20037 | Arlington, VA 22209
(202) 887-1100 (703)-741-5000

© 1995 Chemical Manufacturers Association, Inc.
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Definition of the Chemical Industry

handbook are cited on the basis on which they were published. To
s Standard Industry Code (SIC) 28, as detailed in OMB's Swr:dard
chemicals and establishments manufacturing products by
hree general classes of products: (1) basic chemicals, such as
h as synthetic fibers, plastic materials, dry colors, and
be used as materials or supplies in

There is no single definition of the chemical industry for statistical purposes. Data in this
the greatest extent possible, data herein cover the Chemicals and Allied Products industry a
Industrial Classification Manual. SIC 28 includes both establishments producing basic

predominantly chemical processes. Establishments classified in this major group manufacture t
acids, alkalies, salts, and organic chemicals; (2) chemical products to be used in further mannfacture, suc
pigments; and (3) finished chemical products to be used for ultimate consumption, such as drugs, cosmetics, and soaps; or to

other industries, such as paints fertilizers, and explosives.

and finances of we industry, however, are reported on a company basis which differs in concept
from data reported on an industry basis. Data reported on a company basis may include non-chemicals business activities by companies classified as chemical
companies. For example, the new plant and equipment expenditure data collected by the Bureau of the Census will include investments by chemical companies
for non-chemical assets and hence may overstate capital investment by the chemical industry. On the other hand, these data will not capture investments in
chemical plants made by companies classified in other industries because their other activities are larger than their chemical business. For this reason, the
gross investment aata developed by the Bureau of Economic Analysis may be preferable in that it includes investments only for chemical assets but reflects

these investments by both chemical and non-chemical companies.

Data on R&D funding, new plant & equipment expenditures,
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~ H. Patrick Jack
Senior Vice President - Chemicals

April 26, 1996

Ms, Linda J. Morgan FAX: 202-927-5728
Chairman

Surface ‘T'ransportation Board

Department of Transportation

12th and Constitution Avenue, NW

Washington, DC 20423

Re:  Uniun Pacific/Southeru Pacific Merger
Finance Docket No. 3276¢

Dear Chairman Morgan:

As a memher of both the Chemical Manufacturers Associziion (CMA) and The
Society of the Plastics Industry, Inc. (SPI), we are very disappointed in the CMA

settiement in the Union Pacific/Southem Pacific mergee proceeding. Please be advised
thet FINA supports the position of SFI in this proceeding; CMA's settlement does not
represent our position. .

FINA is one of the largest US producers of polypropylene and polystyrene and a

significant producer of polyethylene. FINA's plant locations in Texas and Louisiana are
directly affected by the reduced competition created by (v metger.

H. Patrick Jack
HPJ:Ir

o8 Larry L. Thomas, President, SPI
Trederick L. Webber, President, CMA

Fina Oil and Chemical Company
Post Office Box 2158 » Dallas, TX 75221 » Bus: (214) 750-2828 = (B00) 344-FINA Ext. 2329 » Fax: (214) 760-2570




HUNTSMAN

April 26, 1996

Mr, Vermon A. Williams

Secretary

Surface Transportation Board

12th Street & Constitution Avenue, N. W,
Washington, D.C. 20004

Re: F.D. 32760
Dear Secretary Williams:

I have serious concems regarding the recent agreement between the Chemical
Manufacturers Association (CMA) and the Union Pacific and Southern Pacific. As a
shipper of chemical products and a CMA member company, my company does not
believe that this settlement addresses the concems of the entire CMA membership.

CMA did not consult my company prior (o entering into this agreement with the
rallroads. Apparently 1 CMA committee of only 15 members agreed to a scttlement
affecting the entire membership. The agreement does not reflect our views.

As we noted in our March 28 filing before your Board, we are very concerned that a
significant number of our key rail segments would be serviced solely by the combined
company. The agreement does nol provide Burlingion Nutiliemn Sauta Fe any more
shippers than those already included in the CMA analysis of the BNSE trackage rights.
It does not alleviate the cost disadvantage suffcred by BVSF. It merely expands
ENSF's rights rather than providing for ownership of lines.

In short, we remain concerned about decreased service and increased rates. My
company does not belicve that the CMA agreement resolves the competitive problems
for chemical shippers. Thereforc, I strongly oppose the proposed agreemont and belicve
CMA s not speaking for all chemical shippers,

Sincerely,

Robert F"Johnson
Manager-Rail Logistics

HUNTSMAN CORPORATION
3040 Past Oak Boulevard » Houston, Texas 77056 ¢ 713-235.6000 » Fax 713-235-G416

EXHIBIT 2
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Montell USA Inc. Direct Line 302 996-6108

Montell W : Three Little Falls Centre Facsimile 302 996-6057
L ) 2801 Centerville Road
POLYOLEFINS A P O. Box 15439
' Wilmington DE 19850-5439

Harry E. Beasley
Sr. Vice President Manufacturing
North America

April 24, 1996

Mr. Charles W. Van Vlack
Executive Vice President and COO
Chemical Manufacturers Association
1300 Wilson Boulevard

Arlington, VA 22209

Re: UP/SP Merger
Dear Charlie:

The settlement by CMA with the Union Pacific in the UP/SP merger proceeding is quite
disturbing to Montell. Leaving aside the efficacy of the settlement generally, we are quite
concerned with paragraph eight which deals with BNSF access to producers at Lake Charles

and West Lake, Louisiana.

We filed comments with the Surface Transportation Board addressing our loss of competitive
service options at our facility at West Lake Charles, and we requested the Board to empower
BNSF to serve our plant, which is now served by the SP and by the KCS with interchange to
the UP for movements to New Orleans, Houston, St. Louis and Chicago. The CMA
settlement agreement with the UP not only excludes West Lake Charles from the covered
BNSF access points, but also limits BNSF to serve only connections with New Orleans and
the Mexican border points, limits its applicability only to facilities served by all of the UP, SP
and KCS, and further serves to preclude Montell from establishing a relationship with the
BNSF wherein cars initially are routed to storage and then dispatched to a customer location.
Finally, there is a fee payable by the BNSF to serve the West Lake facilities, which may render
BNSF's access uneconomic

Undoubted'y, the UP will cite the CMA settlement to the Surface Transportation Board as
resolving the Lake Charles area access issues raised by Montell, and also by Olin and PPG.
Our counsel advises that he attended a portion of the April 16 Distribution Committee
meeting, and that he strenuously objected to any consideration of this clause without full
consultation with all affected producers. He reports that CMA's outside counsel, Mr. Stone,
defended the clause, in its entirety, and he was not allowed to remain for the Committee's
deliberations. Subsequently, the offending provision was adopted without change.
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Mr. Charles W. Van Vlack
UP/SP Merger

April 24, 1996

Page 2

Montell is very displeased with the CMA's endorsement of such a provision, which effectively
favors certain members of the CMA over others, such as Montell. As a member of the CMA,
Montell had the reasonable expectation that the CMA would respond to our concerns and
protect our interests in any settlement that would so directly impact our operations. That
expectation was furthered by your telephone conversation with our Senior Vice President,
Bob Ockun, on March 27 and Bob's follow-up letter to you of March 28.

It is clear to us that an error has been made by CMA in endorsing this portion of the
settlement as a solution for all CMA members having interests in the Lake Charles area.
Montell hereby requests that CMA management take immediate action to rectify the situation
by contacting the other parties to the settlement agreement and compelling a revision of the
offending provision to assure that Montell and the similarly situated CMA members are not
competitively disadvantaged by such a provision. Montell would like to be involved in this
renegotiation process to assist in explaining any areas of confusion that may have led to the
problematic wording of this provision.

Thank you for your anticipated attention and cooperation.

Very truly yours,

Harry E. Beasley
Sr. Vice President
Manufacturing - North America

Mr. Fredeiick L. Webber
President and CEO
Chemical Manufacturers Association

Mr. R. J. Ockun
Montell USA Inc.
Wilmington, Delaware
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sl PHILLIPS PETROLEUM COMPANY

BARTLESVILLE., OKLAHOMA 74004 918 661-6600

TRANSPORTATION SERVICES April 25, 1996

The Society of Plastics Industry, Inc.
Maureen A. Healey, Director

1275 K Street, N.\v., #400
Washington, D.C. 20005-4206
FAX: 202-842-1165

Dear Ms. Healey:

This letter is to inform you that Phillips 1..s notified the Chemical
Manufacturers Association that their recent settlement agreement with the
Union Pacific Corporation does not represent the views of Phillips. CMA
has never been the "lead" organization ¢ 1 issues such as rail mergers and
other matters related to ‘(ransportation legislation.

The current views of N.I1.T.L. and SP! on the UP/SP marger are very closely
aligned with Phillips' position.

If you have any questions, please feel free to call.

Very truly yours,

T AN

Fred E. Watson
Transportation Supervisor
328 Adams Building
918-661-6732

FEWI/Iv
cc: M. N. Harris - 324 Adams Bldg.
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CONDEA vi -9;=
Q00 ane;:;,a::?: Company GONDE‘

Mouston Taxas 77079-2950 -~ ,---7/—\’
(713 588-3000 \ LSS

Apnl 26, 1956

Mr. Vernon A Williams

Secretary

Surface Trensportation Board

12th Street & Constitution Avenue, N.W
Washington, D C 20004

RE: F.D. 32760
Dear Secretary Williams:

I am writin3 in response to the recently announced agreement between Union Pacific, Southerm
Pacific and The Chemical Manufacturers Association. As a chemical shipper (and a member of
CMA and SPI), CONDEA Vista does not believe this agreement resolves the competitive
problems identified by CMA and others in the March 2%th filing. We continue to suppor* the SPI
position opposing ther merger

The 2;reement between CMA and UP/SP was reached with the input of a small number of CMA
me.nbers, approximately 15 members Such a small group of CMA members cannot speak for the
entire membership, much less, all chemical shippers. Indeed, my company, and many other
chemical shippers, were never even consulted before this small group entered into the agreement.
It is also important to note that the CMA is not supportirg the merger ana that its submittal
recognizes that many member compamnes may oppose the merger.

One of the major reasons this agreement does not resolve the competitive problems is that it does
not provide for ownership of lines. It merely expands the BNSF trackage rights, which are an
ineffective substitute for ownership. Other reasons this agreement will not solve the competitive
problems include;

¢ Does not provide BNSF any more shippers than were already included in the CMA
analysis of the BNSF trackage rights. In other words, the CMA analysis stated that BNSF
would not have a sufficient traffic base to allow BNSF to compete and the additional
shippers granted access to BNSF under the CMA agreement were already included as
potential shippers in the original CMA analysis.

Does not alleviate the cost disadvantage sufered by BNSF.

Does not address BNSF’s lack of infrastructure, except in a limited way with respect to
one facility,




EXHIBIT 2
(Page 7 of 13)

In light of the above informatica, it is incorrect for UP and SP to decide that the CMA agreement
resolves the competitive problems for chemical shippers. I, therefore, continue to strongly oppose
the merger and wish to reiterate that the CMA is not supporting the merger.

Executed on

77. Hall, April 26, 1996

I declare that the foregoing is a true and correct statement. Further, I certify that I am qualified and
authornized to file this statement.

Respectively yours,

Manager, Distribution
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T ey o COMPAN Y

One Geon Center
Avon Lake, Ohio 44012
216-930-1000

April 29, 1996

Mr. Larry Thomas,

President

The Society of Pigstics Industries
1275 K Street, N.W. Suite 400
Washington, D.C. 20005-4006

RE: Union Pacific Merger Proceeding
Dear Mr. Thomas,

This is to confirm your conversction with our Mr. William Patient, President and
CEO of The GEOM Company. As you are aware we are members of both the
Chemical Manufacturers Association (CMA) and The Society of Plastics Industries
(SPD). The recently announcec settiement of merger issues released by the
Union Pccific and the CMA doses not reflect the views of The GEON Company.

The concentration of market power in the remaining rail entities and the lack of
an effective competitive plan by the Burlington Northern Sante Fe have not
been addressed in the CMA deal.

The GEON Company does not agree with the change in position taken by the
CMA and also does not feel that this agreement meets the claim of the UP to

‘make the merger competitive to the full range of rail shippers® . We continue
to support the SPI position in this merger proceeding.

The GEON Company is one of North America’s ieading producers of viny!

monomer, resins and compounds. Our major manufacturing facilities in Texas,
Louisiana and California are directly uffected by the reduced competition

resulting from ?h?ngr—

Very tc

Director Opefations Pianning & Logistics.
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The Dow Chemical Company
Midiand. Michigar 48674

2020 DOW CENTER
March 15, 1996

Linda J. Morgan, Chairman

Surface Transportation Board

Department of Transportation

1201 Constitution Avenue, NW, Room 4126
Washington, D.C. 20423

Subject:  Finance Docket 32760 - Union Pacific Corporation Control & Merger -
Southern Pacific Corporation

Dear Ms. Morgan:

The Dow Chemical Company wishes to make a statement concerning the proposed
acquisition of the Souther Pacific Corporation (SP) by the Union Pacific Corporation
(UP).

The Dow Chemical Company is a major rail shipper of chemicals and plastics, spending
more than $180 million on railroad freight with U.S. railroads in 1995 of which $135
million was from production plants located in Texas and Louisiana. Dow also ships rail
cars from plant sites in several other states.

Dow has serious concemns about the anti-competitive aspects of the proposed acquisition.
Dow and the chemical industry rely on rail transportation to safely and economically
transport their products. The largest railroads have sought to improve their efficiency,
reduce costs, and improve service through mergers over the last two decades. These
mergers have reduced the number of Class I railroads from 40 in 1980 to 11 today. Of
those 11, there are 6 major railroads that handle 90 percent of rail traffic transported in the
continental United States.

The chemical industry is a significant contributor of profits to the railroads due in part to the
fact that it generates 14 percent of their total revenue, while producing 9 percent of the
volume of freight transported. Rail is the most common mode of transportation for
commodity chemicals such as chlorine, plastics, bulk petrochemicals, alkalis, and industrial
inorganic chemicals.

The announced UP/SP merger is expected to result in the establishment of one rail carrier
that will transport 35 percent of all U.S. chemical rail tonnage and about 50 percent of
chemical rail tonnage originating in the Texas/Louisiana region. In the case of large volume
plastics products such as polyethylene and polypropylene, combined Texas/Louisiana
UP/SP origins account for about three-quarters of the Texas/Louisiana production of these
plastics and about 40 percent of this production will be “captive” to the UP/SP after the
proposed merger. The merger is expected to have a direct significant economic impact on
Texas and Louisiana, key areas of operation for Dow and other chemical and plastics
producers.

Whereas the Burlington Northeri/Santa Fe (BNSF) merger largely was an end-to-end
merger with some pockets of paralle! service, a merger of the UP and SP will involve
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SURFACE TRANSPORTATION BOARD
March 15, 1996
Page 2

approximately equivalent portions of end-to-end and parallel combinations. The principal
area of parallel service is the Gulf Coast petrochemical belt which is the heart of U.S.
plastics and chemical production, with overlapping routes running from the production
centers in the Gulf Coast to western markets and through the New Orleans, St. Louis,
Memphis, and Chicago gateways to the southern, midwest, and eastern markets.

The UP, recognizing that its proposed merger with SP generates serious competitive
problems, has proposed a solution in the form of an agreement with BNSF to provide
BNSF with extensive trackage rights over the combined UP/SP system. Dow is concerned
that this solution will not provide effective competition for chemical and plastics shippers
faced with the elimination of existing or potential dual service (UP and SP) or a general
shrinkage of viable rai' altemnatives along its traffic lanes.

The UP/SP/BNSF agreement has the effect of creating a duopoly of western railroads that
together will control over three-quarters of all western rail tonnage. While, on the surface,
the UP/SP/BNSF agreement provides competition in situations where shippers would be
directly reduced from two serving carriers to one, the general reduction in the number of
carriers will have the effect of reducing overall rail competition. Further, if the UP/SP
merger and the UP/SP/BNSF agreement are approved as proposed, the merged railroads
will enjoy general anti-trust immunity, unlike other traditional industries.

Trackage rights alone are not an adequate substitute for two independent competing rail
carriers, where each carrier has its own route structure and is not dependent on the other
carrier to provide the infrastructure and control the access to its system. The UP’s control
of BNSF’s cost of access and its operations on the UP system would bring into question
the ability of BNSF to provide effective infrastructure, service, or competition. Dow
believes that a more effective solution to ensuring the maintenance of rail competition for
the Gulf Coast chemical industry is for the Surface Transportation Board to require UP/SP
to divest itself of parallel rail lines in the region of Texas and Louisiana, and eastern SP
lines into the midwest. Having these lines purchased by a viable, independent third carrier,
such as Conrail amongst others, will offer better ass::rancc that a reasonable level of
competition can be realized.
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L (Dellinm L, GERO , declare under penalty of perjury that the
foregoing is true and correct. Further I ccnlj&' that T am uqahﬁcd and authonized to file this

verified statement, executed on _Maaci. 1S -

gt Z o

Manag ew, Rad Sevuices Ru.d«a;j

YTitle

The Dowy Chewmical Cowpany
Company .

2020 Dow CenrEr,

MU DLANVD  Mmicy/ganw 4 867Y
Address -

Sincerely,

79

W. L. Gebo _
Manager, Rail Services Purchasing

gmh

STATE OF MICHIGAN )

)
COUNTY OF MIDLAND )

On March 15, 1996, William L. Gebo personally appeared before me,
who is personally known to me to be the signer of the above

document, and he acknowledge that he signed it. A
( A LM zwa«zéfmu\

\—Jolerie/B. Kaufman, Notdry g:b{jc

JOLENE S. KAUFMAN i
Notary Public, Midland County, M‘chlgan’
My Commission Expires October 16, 199
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VInWt Butiding Broduots Group

gomm-; Cotporation

W CertairfTeed

April 28, 1996

Mt Vemon A. Willians

Secretary

Surfios Transportation Bowrd

12th Styeet & Constitution Avenue, NW.
Washingtan, D.C. 20004

Re: F.D, 32760
Dear Secretary Williams:

1 am writing in respoase to the recently announced agreemsat between Union Pacifio,
Southern Pacific end The Chemical Manufacturers Associstion. As a chemical shipper my
company does not balisve this e greement resolves the competitive problems jdentified by ChviA
zad othars kn the March 29tk filing,

The agreement betweeg CMA and UP/SP was reached with the input of @ small aumber of
CMA mambers, approximately 15 members. Such a small group of CMA members cannot speak
for the entire membecship, yet alone all chamical dhippers. Indesd, my company, and many other
chemion] akppers, were never even consulted bethrs this emall group entered into the agreement.

Ons the major reasons why this does ot resolve the competitive problems is
that &t does not provide for owneradip of R merely expands the BNSF trackage rights, which
e 0 inafective substitute for owvnerthip. Othar reasons why this sgreemant will not solve the
competitive problems include:

Does not provide BNSF any more abippers than were already included in the CMA
anslyals of the BNSF trackage tights In other words, the CMA analygls stated that
BNSF would not have g sufficient trafo bage to allow BNSF to cowpete sud the
additionsl ditppers granted access to BNSF under the CMA agreexant were
already inoludod as potential shippers in the original CMA. enalysis.

Does not alleviate the cost dinédvaatage saffred by BNSF.

Does not address BNSF's lack of infrastructure, except i « limited way with
vespest to one fadlity,
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M. Venon A Williamg
Apzil 24, 1996
Pagel.

In Hight of the above information, it 4 incorrect for the UP and 8P to decide that the CMA
agrecment resajves the competitive problems for chemioal shippers. 1, therefbre, strongly oppose
the proposcd agresmant end batlove CMA (o not spoaking for all chemical siippars.

T, Charles A Gellnar, state that the foregodng is A true and correct statement. Furthes, I
certify thet T am qualified and authorized to fle this statement.

Exstuced on: April 25, 1996

Ragpectfully yours,

A
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UNION CARBIDE COCRPORATION 23900 RDGEBURY A0AD. DANBURY, CT 06817-0001

W WILLIAM LINDNER
VICE PRESIDENT
PURCHASING

April 29, 1996

Mr. L. L. Thomas

President

The Society of the Plastics Industry
1275 K Street, N.W.

Washington, DC 20005

Dear Mr. Thomas:

Union Carbide is highly supportive of SPI's opposition to the Union Pacific/Southern Pacific
merger as presently proposed. Indeed, we have filed our own protest and request for conditions
with the Surface Transportation Board.

SPI has thus far effectively communicated the particularly severe impact this merger would have
on the plastics industry. We urge the SP1to continue its effective representation of the interests
of the plastics industry in this matter.

Very truly yours,
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BNSF Burlington Northern Santa Fe

1700 East Solf Road  Schaumburg, Ulknois 60173-5060 (847) 995-6000

Yia Federal Express and Teleoopy 703/741-6092

Thomas Schick, Esq :
1300 Wilson Boulevard
Arlington, Viryinia 22209

Yia Federal Express and Telecopy 202/457-6315

Scott N. Stone, Esq.

Parton Boggs, ILP

2550 M Stxeet, N.W.
‘Washingron, DC  20037-1350

'I'hisisinxcsponsetoyourrequeszfotaﬁmhcrsuwmcmoﬂbephnsandimenﬁomof
Bm'lingtonNonhcmRaikoadmdSannFeRaﬂway for service t0 members of The Chemical
Manufacaurers’ Association ("CMA") 1o whom BNSF would gain access under our Settlement
Agreemeat with Union Pacific and Southern Pacific ("UP/SP").

Fomﬂedhemhhkabdefmmmryofaumphmandinwndminthism
assuming the UP/SP transaction is approved and our Seatlement Agreement is imaplemeated, with
the modifications proposed by UP/SP.
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EXECUTIVE SUMMARY

This is to summarize the current- Plans and intentions of
Burlington Northern Santa Fe ("BNSF") for service to Gulf Coast
chemical and plastic ehippers under our Settlement Agrecment with
Union Pacific and ~Southexn Pacific {f the UP/sSP transaction ig
approved. Tris material is being pProvided ro the Chemi.cal
Manufacturers Association (* CMA*) in response to its request, in
Order to facilitate settlement negotiations BNSF has baen advised
&Xe taking place between CMA and Union Pacific, and which would
also resolve issues with respect to OMA 'suppor: ©of the BNSF
Agreement as the exclusive and sufficient solution to Competitive

issues raised by a UP/SP transaction in this area.

BNSF perscanel from multiple departments are proceeding with
efforts to fully implement the BNSF-UP/SP Settlement Ag'reement.
This effort includes detailed physical inspection and operational
Planning for services to custonmers on and via the trackage rights
lines. The cverall process would fully implement the settlemen=

agreement and lead to the commencement of BNSF service in these

areas upon approval of the UP/SP trangaction, if it is approved.

The Settlement Agreement presents BNSF with a new market
SpPPortunity to reach additional plastics and chemical shippers on
the Gulf Coast and to improve sexrvice offerings to shippers now
s8exved by BNSF. ENSF expects to be able to offer competitive

sexvice at competitive rates to these customers, essuming there are

ot




approximately 130,000 carloads avaiisble for competitive bidding by
BNSF in 1997, as discussed below, aad assuming BNSF’s trackage
rights are implemented in accordance with the Settlement Agreement,
in particulaxr with the modifications that have been discussed with
UP. These modif.tca:iqna include addressing particular operational
issues such as bi-directicnal -opératioa becween Houston and East
St. Louie and wmodification of the trackage rights compensation
basis with, at BNSF’'s option, either future adjustments to the
current mill rate to made on the basis of actual changes in UP/SP’'s
system costs, inclucing productivity improvements, or the trackage
rights compensation to be based upon a traditiocnal joint facilicy
basig with actual maintenance costs and interest rental based upon
depreciated book value at the current cost of capital, both
prorated for usage. The operaticnal and other improvements UP has
advised will be made in these and other areas would significantly

improve our service capability and transit time between Texas and

Lhe East St. Louis gateway.

We anticipate our competitive price and service capabilities

to be sufficient for BNSF to capture at least 25% initially and up
to S0% over time of the r.aw traffic to which we would gain acgess.
BNSF’'s current share of the approximately 80,000 cars annually to
which BNSF presently has access off of the opea points in the
Houston market is approximately S0%. Assuming implementation of
the settlement agreement and the changes discussed with UP, we

anticipate capturing a substantial share of the overall

B
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approximately 130,000 cars te which we would have access with che
Settlement Agreement (reflecting our share of both the $0,000 car

base to which BNSF presently has access -- this includes the above

mentioned 80,000 cars and another 10,000 cars to which BNSF has

access -~ plus the new cz_'af.fic to which we would gain access) ,
making our volume approximately 70,000 care annually. The new
traffic combined with our. existing traffic which can be rerouted
over the trackage zights will clearly support the daily ctrain
service we envision between the Gulf Coast and New Orleans and the

Gulf Coast and the Memphis and East St. Louis gateways. o

The results of our planning process so far has indicated that
there is no need for substantial capital investmeant to provide this
service beyond that anticipated for traffic growth in d&4eneral.
This traffic moves in shipper supplied equipment and thus requires
20 railcar equipment acquisition by BNSF for immediate handling.
The awendments proposed by UP to the Settlement Agreement that
would commit UP to make SIT yard capacity available to BNSF on the
same terms for the same duration that UP/SP has accees to on the
Baytown branch are clearly sufficient for BNSF to capture a
significant share of the new business to which it would gain
access. BNSF alsoc has the right and capability to invest in its
own exclusive facilities to be located along these lines. We
envision, for example, a $10-15 million investment in SIT capacity
will be made if regquired to provide the service expected by our

customers. Also, BNSF is taking delivery of 87 new locomotives :in

o
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1996 act a cost of over $135 million and will shortly be seeking
Board authorization te acquire an additional 150 new locomocives
for delivery before the end of the vear. One of che reascns we are
acquiring these additional locomotives is to be in a position to

immediately handle the additional traffic if the UP/SP merger is

approved. :
The historic margins for chemical and plastics traffic would

Clearly support capital investments in additional egquipment and
€apacity improvements as shipper commitmuuts of sufficient volume
and duration are obtained. When required, BNSF is committed co
making the capital investments necesgsary to handle this traffic,
including morive power, copnections and storage in transit L*8IT")

yard capacicy.

April 15, 19s¢




A seasoned raiiroad
observer and author
raises some questions

about the West’'s next

big merger

By MARK W. HEMPHILL

N AUGUST 3, 1995, the
Union Pacific Corpora-
tion and Southern Pa-
cific Rail Corporation
announced agreement
to merge in a $5.4 bil-
lion transaction. On
November 30, the two holding companies
applied to the Interstate Commerce Com-
mission for permission to merge.
If the ICC's successor—the Sur-
face Transportation Board (STB)
of the U.S. Department of Trans
portation—approves the merger,
they and their subsidiaries will
combine in late summer 1996 to
c<reate the nation’s largest railroad
at 34 000 miles, with track in 24
states. Two dominant railroads
will remain west of the Missouri
River: UP (the surviving corpora-
tion of UP and SP) and Burling-
ton Northern Santa Fe (BNSF).
With its December 22, 1995,
supplement, the merger applica-
tion runs more than 8000 pages.
The document concludes that the
merger will create effective com-
petition te BNSF, assure shippers
of transportation options, and be
a good thing for railroads, ship-
pers, and the public alike. This
will happesn, according to the
application, because the merger
will enable L' and SP to achieve
ieve
on their own. In essence the ap-
plication argues 1CC
erred in permitting the BNSF
merger because that merger has
reduced competition. Now, how

ever, the STB can boost competi-

efficiencies they can:uiot ac

that the

tion by allowing another merger
The application’s logic goes as

follows: SP has for many years

been a financially weak carrier, with good
routes and excellent potential but unable to
attract the caplml necessary to compete on
its own. Hence, SP cannot attract sufficient
business to afford reinvestment in its prop
erty, evidenced by its pressing need for more
track, yards, locomotives, cars, and comput
er systems. Eventually inadequate reinvest
ment will cause SP to fail, resulting in loss of
essential rail service and competition. SP’s
tenuous condition has been exacerbated by
the formation of BNSF, a railroad of such
size and power that even UP’s competitive
ability is called into question

The application requires SP and UP to
take several paradoxical positions. SP now
fears financial failure looms, whereas up
until the day of the merger announcement
SP’s public statements emphasized progress
toward financial success and a lower operat-
ing ratio through debt reduction, plant rein-
vestment, and marketing. SP now complains
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that the BNSF merger is anticompetitive.
Last year it had ample upportunity to op-
pose that merger before the ICC but instead
agreed in April 1995 to not oppose it in re
turn for some trackage rights. UP now as-
serts that the BNSF merger is anticompeti-
tive, whereas a year ago it tried to buy Santa
Fe and assemble a railroad of similar pro
portions.

Interestingly, UP and SP began merger
discussions in mid-1994 and continued off
and on after that date, but did not make that
fact public until after their boards reached
agreement on the terms of the merger on
August 3, 1995, just before the ICC ap-
proved the BNSF merger.

By LAW, THE STB MUST CONSIDER the pub-
lic benefits of a railroad merger. The public
benefits when merged railroads achieve effi-
ciencies which allow faster and more reliable
transportation, more effective competition

with other transportation modes,
lower rail rates, and a healthier
railroad system. The public does
not benefit if a merger gives a
railroad market dominance, al-
lowing that railroad to raise rates.
When it measures how a merger
affects the public’s interest the
STB is guided by Congress’s in-
tent to encourage mergers that
rationalize and improve the rail
system. This intent dates from the
3R Act of 1973, the 4R Act of
1976, and the Staggers Rail Act of
1980, legislation written in the
shadow of Penn Central’s bank-
ruptcy and the ICC'’s 10-year long
review of the abortive UP-Rock
Island merger.

Under sunset legislation creat-
ed in 1995 to abolish the ICC,
there was a good chance that rail-
roads would lose their anti-trust
exemption in merger cases. Re-
view responsibility for railroad
mergers, under what was known
as the Duckworth/Bond amend-
ment, would pass to the Depart
ment of Justice, which historical
ly has looked upon industrial
concentration with disfavor. The
day the Senate was to vote on this
amendment, UP Corp. Chairman
Drew Lewis spent much of the
morning with Utah Republican

Orrin Hatch. Hatch

Sen and
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Utakli's other senator, Republican William
Bennett, originally had indicated they would
vote for this provision, as requested by Utah
Gev. Mike Leavitt and a preponderance of
Utah rail shippers. After meeting with Lewss,
Hatch voted against the amendment, and
convinced Bennett to change his vote

Lewis, a longtime GOP insider, was sec
retary of transportation during the Reagan
administration. SP Rail Corp. Chairman
Philip Anschutz is a fund-raising chairman
for Republican Robert Dole’s presidential
campaign. Since 1990, UP has contributed
more to congressional campaign funds than
any other railroad.

After UP and SP announced their intent
to merge, many shippers and government
officials voiced concerns that the merger
would allow UP to exercise market domi-
nance in much of the West, particularly in
the Chemical Coast of Texas and Louisiana,
and in the Central Corridor states of Col-
orado, Utah, and Nevada. Antici
pating these concerns, UP and SP
reached a settlement agreement
with BNSF on September 25,

1995. This agreement, which be

comes effective if the STB ap

prove: the merger, gives BNSF
access to ali customers currently
served by both UP and SP, the “2

to-1" customers.

The agreement has not molli
fied many shippers and states
Most shippers in Utah and west-
ern Colorado, as well as the State
of Utah, dismiss the pact with
BNSF as “window dressing,” in
the words of Alex Jordan, director
of the Western Shippers Coali-
tion. They believe BNSF has no
interest in competing in the Cen-
tral Corridor. BNSF already has a
good route to the Bay Area, so it
doesn’t need the Central Corridor
for overhead business. Because
BNSF pays for its UP trackage
rights only when it
them, not in advance, BNSF pays
no penalty if it chooses to not
compete in the Central Corridor
The coalition believes the agree-
ment, which charges BNSF 3.0
mills per ton-mile for bulk busi-
ness and 3.1 mills per ton-mile
for intermodal and carload busi
ness, prices BNSF out of the mar-
ket. And, by limiting BNSF t

hose

exercises

only 2-to-1 customers and denying BNSF
access to SP-only customers, the coalition
believes UP could establish a transportation
monopoly in much of the West

UP and SP argue that vigorous competi
tion will result with only two railroads in the
West, citing the Southeast, which has only
CSX and Norfolk Southern. This compari
son overlooks fundamental geographic dif-
ferences; since the Southeast is more dense-
ly populated, Southeastern shippers are less
rail-dependent than Western shippers.

UP and SP have also reached agreements
with Illinois Central and Utah Railway,
allowing them certain rights in exchange for
their support. But other railroads are prov-
ing less tractable. Kansas City Southern and
Conrail have asked the STB to make the
merger conditional on UP allowing other
railroads access to large portions of the SP
system, principally SP subsidiary Cotton

Belt. Much remains to unisld in this arena,
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but KCS has already lost its battle to extend
the merger’s review period past the current
accelerated schedule of 255 days.

AS IS COMMON in such large mergers, the
principal figures will reap big benefits. Philip
Anschutz pockets $1.6 billion for his shares
SP’s top officials benefit; they share a $12
million golden parachute. SP Lines Chair-
man and CEO Jerry R. Davis receives $3
million, and SP will forgive the remainder of
an interest-free home loan. SP security hold-
ers benefit; they receive $25 or 0.4065 shares
of UP common stock (valued as of January
29, 1996, at $65.50 share, which makes one
SP share worth $26.63) for each of their
shares that in early 1995 sold for as little as
$14.50 a share. But it’s possible SP’s stock
would be worth r ore if the merger was to
occur next year or never—that was the pre
diction when SP conducted its initial public
offering in early 1994.

What about UP’s security
holders? UP is telling them it's
smart to pay $5.4 billion for a
company (SP) which asserts it
can’t compete. It's fair to ask why
UP is in a hurry to buy SP. If SP
really is failing—and the evidence
for this is unclear-—~perhaps UP
could wait a year and save stock-
holders a billion dollars. Appar-
ently no one believes UP is pay-
ing too little for SP, since no one
has made a competitive bid

UP asserts that post-merger
efficiencies will enable it to pay
for SP, substantially increase its
rate of capital investment in the
two railroads, attract business
now moving by BNSF, trucks,
and waterways, and do all this in
a shrinking economy. Presum
ably the merger will increase the
value of UP securities more than
if it had not bought SP. UP has
had success with prior rail acqui
sitions, whereas non-rail acquisi
tions such as trucking firm Over
nite Transportation (added in
1986) and hazardous waste har
dler USPCI (add=d in 1988) were
not successful.

It's difficult to analyze UP’s
claim that the merger will bring
efficiencies that boost traffic at
lower costs and higher profits,

because UP 1s the only source for

/
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At what point in time did you see a

A I think it was right atter Christmas.

Q. Did you at the time you negotiated the
BN/SF agreement have any information about the
nature of the service that BN/SF would offer on
the trackage rights lines in gquestion?

MR. ROACH: Can I hear the question

THE REPORTER: "Question: Did you at
the time you negotiated the BN/SF agreement have
any information about the nature of the service
that BN/SF would offer on the trackage rights
lines in question?"

MR. RORCH: 1’11 let you answer.

THE WITNESS: The answer is I 4did not

have any detailed knowledge of what BN/Santa Fe

was proposing to do, but I was very confident
that this is the biggest, meanest, toughest
competitor we’ve got in the west and that they
were going to put on a level of service that was
going to give us a run for our money.
BY MR. RUT:

0. You didn’t know at the time you

negotiated the agreement, did you, for example,

ALDERSON REPORTING COMPANY, INC.

(202)289-2260 (800) FOR DEPO
1111 14th ST., NW,, 4th FLOOR / WASHINGTON, D.C., 20005
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VIA HAND DELIVERY

Mr. Vernon A. Williams
Surface Transportation Board
Case Control Branch

Room 1324

1201 Constitution Avenue, N.W.
Washington, D.C. 20423

Re: Finance Docket No. 32760, Union Pacific
Corporation, et al. -- Control and Merger --
Southern Pacific Rail Corporation, et a
Dear Secretary Williams:

Enclosed for filing in the above-captioned case are one
original and twenty copies of Further Comments of Consolidated
Rail Corporation in Response to the "CMA Settlement Agreement,"
designated as document CR-37.
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containing the text of CR-37.

cerely,
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Introduction

The "Settlement Agreement" recently entered into among

Applicants,’ the Burlington Northern Railroad Company and The

Atchison, Topeka and Santa Fe Railway Company ("BNSF"), and the
Chemical Manufacturers Association ("CMA") raises more questions
than it answers. This agreement, which Applicants wish the
Ssurface Transportation Board ("Board") and other parties tc view
as "important," apparently would amend two earlier agreements
petween Applicants and BNSF (the first executed on September 25,
1995, the second as a supplement o the first on November 18,
1995); no amended agreement has yet been filed. Since Applicants
and BNSF have expressly sought entry of the prior BNSF agreements
as conditions to approval of the merger, the CMA agreement is a
request for condition to which interested parties may file
responses under Decision No. 6 (Oc%. 19, 1995) and Decision No.
31 (Apr. 19, 1996).7

Even in the short period of time that Consolidated Rail
Corporation ("Conrail"), like all other interested parties, has
had to review the CMA agreement, it has become clear that this

agreement raises numerous unanswered questions and concerns.

v As the Bonard knows, Applicants are the Union Pacific
entities ("UP") ar. Southern Pacific entities ("“SP") identified
in the caption of the proceeding.

¥ Decision No. 31 (at 3) states that "[plarties may file
on April 29 . . . in response to other parties' comments,
protests, requests for conditions, and other opposition
 evidence." If for any reason the Board believes that these
comments may not now be filed as of right under Decision No. 31,
Conrail requests that this filing be treated as a mo:ion for
leave to file the responsive comments contained herein.




‘3These go to the heart of the agreement's intended purpose:

remedying the anticompetitive effects of the proposed UP-SP
merger. Even on brief review, it has become clear that this
agreement like its predecessors, fails as a remedy. It fails
because it does not address (or, therefore, alleviate) many of
the operational deficiencies in the earlier BNSF agreements that
render BNSF unable to replicate the competitive role that an
independent SP plays today. Moreover, like all of its
predecessors, the CMA agreement appears to create operational
problems of its own.

In sum, like the several agreements that preceded it,
the CMA agreement appears to fall far short as a remedy for the
acknowledged competitive harms that the merger would produce in
the SP East region.? Conrail briefly identifies below some of
the reasons why SP East shippers should -- and do -- have
continued concerns, notwithstaniing Applicants'’ newest
concessions, about the quality of service that SP East shippers
would receive from BNSF over the trackage rights that are the
subject of the BNSF agreements.

Conrail emphasizes, however, that, given the limited
time available and the fact that the precise language of the
proposed amendments are at this writing unknown to the public and

to the Board, it has not been possible to analyze the CMA deal in

¥ Conrail here uses the term "SP East" as it is defined
in the Verified Statement of Ronald J. Conway, Lester M. Passa,
and John P. Sammon, at 6-7, submitted with Conrail's March 29,
1996 filing, CR-22 ("V.S. Conway/Passa/Sammon") .




'\depth or to proffer detailed evidence on its new terms or on the

BNSF operations they appear to contemplate. Further study will
obviously be required to do that. Indeed, absent a reasonably
detailed description of proposed BNSF operations -- which
Applicants and BNSF have thus far failed to provide -- it will be
difficult at any stage tor any party (or the Board) to make a
complete assessment whether the latest agreement cures some Ol
any of the problems raised by the earlier BNSF cyreements -- and
thus cures the anticompetitive harms presented by the merger.
Nonetheless, from what little Applicants have already
said, it is reasonably clear that Applicants expect to rely
heavily on these latest revisions to the BNSF agreements as
justification for the merger.? Moreover, it is difficult to
overstate how central the prior BNSF agreements are in this
Appiication. As a result, Conrail and many other parties devoted
their March 29, 1996 comments, and much discovery, to probing the
efficacy of these agreements. Now, after the March 29 filings,
Applicants have changed the agreements with BNSF, and therefore
the Application, in a way and at a time that denies the parties
any real opportunity for analysis of those changes. This is
classic "bait and switch." For these reasons, and those Conrail
expects will become evident in the submissions made by Applicants

and BNSF on April 292, 1996, Conrail respectfully requests that

y See Applicants' Submission of Settlement Agreement with
CMA, UP/SP-219 (Apr. 19, 199%6), at 1: "Applicants will address
this important settlement in their rebuttal filing."




the Board allow additional time for submission of further comment

and evidence on Applicants' latest effort.?

Backgrund

The "CMA Settlement Agreement" is the seventh attempt
by Applicants to remedy the anticompetitive harms that they
acknowledge would be produced by the proposed merger. The ink
was scarcely dry on the merger agreement itself when Applicants
entered the original BNSF agreement ("BNSF I") providing for a
vast grant of nearly 4,000 miles of trackage rights to BNSF -- a
grant that many parties described as unprecedented and as
inadequate to fix what Applicants acknowledged to be
anticompetitive harms. (Application, vol. 1, pp. 318-347.)
Indeed, BNSF I has been accurately called no more than a “fig
leaf" to cover the glaring competitive harms caused by the merger

in the SP East region.?

¥ Conrail understands that a motion being filed by The
Kansas City Southern Railway Company ("KCS") forcefully argues
that, in fact, these changes necessitate an amendment to the
application, with further opportunity for interested parties to
take discovery and comment. If the Board chooses not to follow
the course argued for by KCS, Conrail suggests that the CMA
agreement is, at a minimum, a new request for condition, and thus
untimely since, pursuant to Decision No. 6, all such requests had
to be made hy March 29, 1996. It should therefore be struck from
the record.

& See Comments of the Society of the Plastics Industry,
Inc., SPI-11, (Mar. 29, 1996), at 31 ("SPI Comments").




Thereafter and even before the date for public comment
on the merger and on the efficacy of the BNSF I deal, Applicants
effectively acknowledged its inadequacy. First, they negotiated
substantizl amendments resulting in a supplement to the BNSF I
decl ("BNSF II") (id., PP- 348-359). Then, following BNSF II,
Applicants negotiated new agreements with the Illinois Central
Railroad Company, the Utah Railway Company, the Wisconsin Central
Ltd., and the Gateway Western Railway Company in what Applicants
now effectively concede to be unsuccessful further attempts to
address the competitive harms of their proposed merger.”

These six previous tries were not sufficient to staunch
an outpouring of opposition to the merger fror shippers, shipper

associations, public officials in affected states, and others.

/ Thus, the National Industrial Transportation League, the Society

of the Plastics Industry, the Governors of Louisiana, Missouri,
and Ohio, the Attorneys General of Arkansas, Louisiana, Texas,
and Missouri, the Railroad Commission of Texas, and hundreds of
individual shippe:'s submitted comments on Cr before March 29,
1996 describing the merger as massively anticompetitive and the
BNSF I and II deals (and the agreements +~ith the four other
railroads) as ineffective to remedy the identified

anticompetitive harms.

v See Applicants' Submission of Setitlement Agreements

with Utah Railway and Illinois Central, UP/SP-74 (Feb. 2, 1996);
Applicants' Submission of Settlement Agreements with Gateway
Western and Wisconsin Central, UP/SP-204 (April 8, 1996).




Two weeks later, the Ui ited States Department of

Justice expressed deep concern over predicted "substantial

reduction in competition in numerous markets," "post-merger price

increases [of] about $800 million," and "vastly overstated"
efficiencies. Comments of the United States Department of
Justice, DOJ-8 (April 12, 1996), at 2, S. The Department called
the BNSF I and II trackage rights deals "ineffective to prevent
the widespread anticompetitive effects likely to arise from the
proposed transaction," jd. at 2, and pointed to "factors that
reduce BNSF's incentive to compete using the trackage rights."

Id. at 9.

Dj .

Forced back to the drawing board, Applicants (and BNSF)
now present BNSF III in the form of the CMA agreement. But given
the history of their unsuccessful efforts to devise an effective
remedy to date -- notwithstanding the claims for them -- there is
no reason to assume that this latest try will be any better than
its predecessors. Certainly, absent any detail about proposed
BNSF operations under the revised trackage rights scheme, there
is no reason to give Applicants or BNSF the benefit of any doubt
on this score.

In fact, there is every reason to t' nk that this
latest attempted "fix" will be no more efficacious than the

previous ones. The thrust of the examples that follow is not to




\prove this assertion definitively (a week's time being inadequate

to that task), but to begin the analysis and to suggest to the
Board reasons why it and the public would benefit from allowing
parties the time to do so.

e  Nothing in BNSF III addresses BNSF's service
preblems in Houston. As BNSF's former Chairman Gerald Grinstein
candidly acknowledged, BNSF faces a "severe service disability"
in Houston, where it has not been "as gocd a competitor as [it]
should be."¥ In contrast to SP today (and to UP/SP post-
merger), BNSF lacks traffic volume and the consequent ability to
avoid blocking and classification in Houston. Instead, BNSF
would be forced to use at least one terminal carrier (ard
sometimes two! in the process -- with attendant delay and cost.

ASince Houston is the acknowledged hub of all BNSF service over
lines in the SP East region to which it would have access under
BNSF I, BNSF II, and ENSF III, BNSF service over such lines would
be incurably hobbled -- and, for much of the traffic, worse than
what SP shippers have today.?

@ It is by no means clear that BNSF trackage rights

s betw theas s . is W W

¥ Transcript of the Deposition of Gerald Grinstein (Feb.
16, 1996), at 161 (“Grinstein Dep. Tr."). The deposition pages
cited here and below are at pages 17-i8 of Conrail's Appendix:
Deposition Excerpts, CR-36.

¥ See the Verified Statement of R. Paul Carey, Lawrence
L. Ratcliffe, and William H. Sheppard, at 11-15, submitted by
Conrail on March 29, 1996 (CR-22) ("V.S. Carey/Ratcliffe/Shep-
pard"), for a further description of the Houston problems. BNSF
III does not purport to address these problems.




track. If BNSF uses its own track from Memphis into St. ~ouis
via the west benk of the Mississippi River, its service suffers
in comparison with SP's today be_ause of greater circuity and
greater reliance on cerminal carriers (with associated costs and
time). But avoiding these problems by using UP or SP track to
East St. Louis pursuant to BNSF III -~ assuming the track could
accommodate increased traffic density -- would force BNSF to
incur other disabilities. First, shifting traffic to these
trackage rights lines would reduce the economies of scale gained
by the agc.egaticn of traffic on BNSF's owned lines north of
Houston =-- through Tulsa and Springfield, Missouri, and possibly
through Memphis. Second, trackage rights operations may fail to
produce investment and market development incencives sufficient
to attract significant traffic. Third, operating over trackage
rights lines would give rise to transactions costs, arising from
dispatching and other disputes and attendant litigation ard
regulatory oversight (explicitly contemplated in BNSF III, see 1%
13, 14).Y Finally, using UP or SP track to East St. Louis
pursuant to BNSF III would obviously require BNSF to incur
additional costs in the form of trackage rights fees with no
relief from costs incurred on its own routes. Thus, whether

operating over its own tracks or pursuant to trackage rights,

1 such transactions costs are more fully described in the
Verified Statement of Richard L. Schmalensee, at 23-24, CR=-22
("V.S. Schmalensee").




JBNSF service would incur greater costs than SP today or UP/SP
post-merger.

. BNSF would not be likely to provide run-through
service at EFast St. Louis that S provides today. Today, by
virtue of its traffic volume, important segments of SP traffic
interchanged with Conrail for delivery to northeast markets can
bypass classification and blocking in East St. Louis. Absent
traffic in comparably large volumes, BNSF would not be able to do
so, and service would deteriorate from its current levels.

. The BNSF route over UP and SP lines to Valley
Junction, MO (BNSF III, § 1) is of doubtful value. BNSF would
have to use track owned by Alton & Southern Railway Company

("A&S") to access Gateway Yard and other eastern connections at

East St. Louis. UP and SP are 50-50 owners of A&S. Nothing in

BNSF III speaks to the charges (or other terms) that would be
imposed on BNSF by these A&S owners for using such A&S

trcckage -- charges that only recently were significantly
increased. (See V.S. Carey/Ratcliffe/Sheppard, at 31 n.11, CR-
22.) Moreover, Section 7(c) of the original BNSF agreement (BNSF
I) provided that BNSF would be assessed charges for the vse of
Gateway Yard equivalent to what is charged to other non-owners of
A&S (Application, vol. 1, p. 328); nothing assures BNSF the
benefit of charges equal to the costs paid by the owners UP and

SP.

Baraiveine 2 i Sadie




W o) S i From the face

of BNSF III (YY 1, 10), it is unclear whether (or under what
circumstances) BNSF would operate northbound over what would be
primarily southbound lines. If it does, its service would
encounter the same operational impediments as Conrail and other
parties have earlier described.? But if it does not, the
resulting operation would aad substantially to BNSF's circuity,
transit time, and cost for service to northgoing shippers with
facilities located on the primarily southbound lines. The

traffic of those shippers would be directed far out of route in

order to link up eventually with the directional flow.Y¥

" : 3 l bl E itchi
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BNSF. As Conrail has noted, post-merger BNSF would have access
to only 12 per cent of the switching and classification yard

facilities in the Texas-Louisiana Gulf area, less than one-

w See, e.g., V.S. Carey/Ratcliffe/Sheppard, at 16-29, CR-
22; Verified Statement of Thomas D. Crowley, at 58-59, submitted
with SPI Comments, SPI-11 (Mar. 29, 1995) ("V.S. Crowley").

w For example, International Paper Company ("IP") has a
facility located in Camden, AR, on the SP line intended, post-
merger, for primarily southbound flow. If BNSF does not operate
northbound on this line, but only operates southbound, then IP
traffic to Memphis (or beyond) might have to be routed first
south, possibly as far as Houston, before turning around to head
north on the primarily northbound UP line back to Memphis.

- 10 -




quarter of what SP has today.l BNSF III does not address this

imbalance.?

o wmmmmummw
MWMLMM Post-merger,
BNSF would have access to only 16 percent of the available Texas-
Louisiana SIT capacity to serve Gulf Coast plastics shippers.
(See V.S. Brown, at 8-9.) Appl icants agree to do twc things to
remedy what is thus now effectively conceded to be a serious
competitive disability with respect to plastics traffic in the
Gulf. First, Applicants undertake to "work with" BNSF to locate
additional SIT on the trackage rights lines "as necessary" (BNSF
III, § 5) -- a promise that is as nebulous as it sounds. Second,
: Applicants agree to provide BNSF "equal access to Dayton Yard, on
economic terms no less favorable than the terms of UP/SP's
access." Id. 3ut this is also wholly unclear. Does UP/SP
intend tec give over 50 percent of the car spots now under lease
to SP? Presumably not, since such a commitment coul.d have been
stated far more clearly. Does the clause require UP/SP to give
"equal" access only as spots become available? If sc, where --
and when -- would such spots become available? And how many such

spots at Dayton yard are committed by contract to specific

w See Verified Statement of H. Declan Brown, at §, CR-22
(Mar. 29, 1996) ("V.S. Brown").

W A uinor exception concerns possible BNSF acquisition of

an unidentified yard at Brownsville (BNSF III, ¥ 11); as

discussed below, BNSF makes no commitment to the purchase of this
yard.




xyplastics shippers -- whose assent to any assignment to BNSF would

presumably be required? In short, it is hard to see how BNSF III
would remedy BNSF's now-conceded SIT shortage.

® - o i wi s

W a mj . As part of the Application
jitself (vol. 2, pp. 71-72), Applicants have already promised to
make the reduction in switching charges that is set forth in BNSF
III. Shippers obtain no new penefit from this provision.

e  The terms of BNSF access to "new" industry on ST
lines stack the deck against such access. Not only is "“new"
industry narrowly defined to exclude wexpansions of or additions
to existing facilities" (BNSF ITI, § 2), thereby excluding
numerous compeiitive opportunities, but BNSF is also obligated to
foot the bill for half the capital investment necessary to
provide rail service to such new facility -- irrespective of the
amount of traffic it may be able to capture at the facility.
Professor Schmalensee and others, including Conrail's Senior Vice
President for the CORE Service Group, have explained why BNSF
might reasonably be disinclined toward such investment. (V.S.
Schmalensee at 30-31, CR-22; V.S. Conway/Passa/Sammon at 29-31,
CR-22.)

° Nothing in the agreement suggests a BNSF
commitment for Mexico traffic. while BNSF III provides that
UP/SP would permit BNSF to purchase a yard at Brownsville to

support "trackage rights operations" (Y 11), BNSF does not commit




to doing so.’¥ As Conrail and others have pointed out (e.g.,

V.S. Carey/Ratcliffe/Sheppard, at 38-39, CR-22), BNSF's current
service outline states that it will opt for haulage to and from
the Brownsville gateway, not trackage rights; BNSF initially
sought to provide service to Brownsville through a third-party
agent; and BNSF has indicated no plans for location of personnel
at Brownsville nor proffered any detailed analysis of rail
facilities in the area.

® t e "Dij i cols"
is problematic. Attachment A to BNSF III contains draft
"pDispatching Protocols" (provided for in paragraph 9). Because
the protocols document is labelled a "draft," it is unclear
whether these protocols or any others would eventually become
operative. Indeed, paragraph 9 cf BIUSF III is entirely
ambiguous: It provides that Applicants "shall agree" with BNSF
-- net that they have done so -- "on a dispatching protocol .
along substantially the lines of" the Attachment A “dratt." In
any event, the fundamental problem with any such protocol was
clearly stated by BNSF's Mr. Grinstein: While it may provide a

formal mechanism for the resolution of disputes, the fact is that

w Moreover, the utility of any such yard acquisition
would in all events depend on the identity and characteristics of
the yard in question. BNSF I1. is silent on these points. If
BNSF's right to acquire contemplates purchase of the SP yard at
Brownsville, it is of especially doubtful value. Conrail
understands that the SP yard is in poor condition; it is located
so as to make moves to and from Mexico inefficient. SP therefore
currently makes little use of this yard, preferring to use its
Harlingen, TX yard.




| by the time such disputes are resolved, the business may well be
gone (Grinstein Dep. Tr. 177).
o Even a "perfect" tiackage rights arrangement --
and BNSF I, II, and III whether considered separately or
- w 3 -o

vi ed c omers

seek. An owning railroad .s far more likely to commit the

resources to recapture its substantial investment and to continue
to invest in the lines. As Conrail's Senior Vice President -
Op:rations Ronald J. Conway noted (V. S. Conway/Passa/Sammon, at
34-37, CR-22), any railroad understands that it can compete
better over lines it owns, where it -- and not the landlord --
can directly contreol its own operations, and where it can be

‘ directly accountable for meeting customer needs and rectifying
any problems.

o BNSF III does nothing to alter the traffic
predicted to be available to BNSF. BNSF III purports to "cpen
up" 50 percent of UP/SP's contract traffic to BNSF (Y 3). But,
the analyses by Conrail witnesses ALK and John B. Hitchcock!® --
and, we believe, others who assessed available traffic -- made

no assumptior that any portion of traffic at the 2-to-1 points

would be unavailable to BNSF under BNSF I and II. Thus, these

16/ See Verified Statement of John B. Hitchcock, Parts 1V

and V, CR-22; Verified Statement of David T. Hunt and William H.
Oderwald, Part V, CR-22.
e/

) 1995).

See, e.g., V.S. Crowley, at 53-57, SPI-1l1 (Mar. 29,




)analyses did not discount the amount of traffic available to BNSF

because of existing UP or SP contracts. Even assuring BNSF

access to all 2-to-1 traffic, they concluded “hat BNSF would not

attract sufficient traffic to be ab'2 to replicate the
competitive role played today by an independent SP. Therefore,

the "concession" by UP/SP in BNSF III giving BNSF access to 50

percent of all contract traffic at 2-to-1 points would not change

the forecasts -- except perhaps to reduce further the projected

BNSF volumes by removing the up-to-50 percent that UP/SP would

keep for itself.

® si

s WO :

~ competitive role. 1In Conrail's March 29, 1996 submission,

) Messrs. Hunt and Oderwald of ALK Associates, Inc. demonstrated
that BNSF I and II would not result in BNSF providing an
effective competitive option. As explained in their attached
verified statement (Attachment A), they have now made a
preliminary effort to assess the efficacy of BNSF III ia this
regard.

As they explain, Conrail requested that they perform a
diversion study (as such studies are generally described in their
earlier testimony) that assumes, inter alia, that there are no
impediments to BNSF cperations on the primarily directional
routes between Houston and St. Louis; that BNSF has access to
additional customers specified in BNSF III; that BNSF can make

. full use of the additional trackage rights provided under BNSF

- 15 =




'ITI; and that BNSF has full access to all traffic at 2-to-1
points (notwithstanding, as noted above, explicit indications to
the contrary in BNSF III for up-to-50 percent of contract

traffic). Whether or not any of these assumptions is warranted,

they give BNSF the benefit of every doubt. Even so, the results

are clear. LK projects that BNSF only gains a very small

fraction of traffic under BNSF I, BNSF II, and BNSF III:

-- For all traffic moving between points in
Texas, Louisiana, and Arkansas and the Eastern United
States, BNSF's share is expected to grow a trivial
amount -- by 6.4 percentage points.

-=- For traffic originating or terminating in
Texas, Louisiana, and Arkansas and moving to and beyond
St. Louis, BNSF's share increases by an even smaller
6.1 percentage points.

- For traffi_ between points in Texas,
Louisiana, and Arkansas and the Conrail service
territory, BNSF's share rises 5.5 percentage points.
- Finally, for the traffic between Mexican
gateways in the SP East territory -- which gateways
handle 95 percent of all U.S.-Mexican interchange
traffic -- and the Eastern U.S., BNSF's share rises 2.8
percentage points.
Messrs. Hunt and Oderwald make clear that these are preliminary
estimates. They, too, would profit from the additional time
requested here in order to present the Board with a complete

assessment of the competitive impact of this latest deal.




Conclusion

The foregoing (necessarily abbreviated) assessment of
BNSF III and the ALK-predicted results demonstrate that the Board

cannot rely on BNSF III -- or on Appliciénts' and BNSF's

pronouncements about it -- as the long-awaited and much-promised

"fix" for the acknowledged competitive harms of a UP-SP merger.
Certainly, the Board cannot and should not do so without further
opportunity for scrutiny and comment by interested parties. KCS
has already moved the Board (as an alternative request for
relief) to allow more time for all interested parties to analyze,
take discovery, comment on, and submit evidence concerning these
new terms.

Conrail respectfully submits that further opportunity
for comment is critical, as a matter of due process and in order
to provide for a full record to inform the Board's decision. If,
as we expect, Applicants' April 29 filing proclaims BNSF III the
cure for all previously identified problems, Applicants should
have no objection.

Respectfully submitted,

Bruce B. Wilson

Constance L. Abrams William JV Kolasky, Jr.
Jonathan M. Broder A. Stephen Hut, Jr.

Anne E. Treadway WILMER, CUTLER & PICKERING
CONSOLIDATED RAIL CORPORATION 2445 M Street, N.W.

2001 Market Street Washington, D.C. 20037
Philadelphia, PA 19101 (202) 663-6000

(215) 209-2000

Counsel for Consolidated Rail Corporation

April 29, 1996




FURTHER VERIFIED STATEMENT
OF
W

I. ZINTRORUCTION

Our names are David T. Hunt and williaﬁ H. Oderwald.
We prepared a verified statement that was submitted in this
proceeding by Consolidated Rail Corporation ("Conrail") on March
29, 1996. A description of our qualifications is contained in

that statement.

II. OVERVIEW

We have been asked by Conrail to examine the likely

effect of the agreement between Applicants ("UP/SP") and the

Chemical Manufacturers Association ("CMA") on the projected

market share of the Burlington Northern Railroad Company and The
Atchison, Topeka and Santa Fe Railway Company ("“BNSF") as
presented in our earlier statement. In particular, we were asked
to modify our prior diversion study -- as that term is described
in our earlier statement -- to take account of the additional
rights granted (by virtue of the CMA agreement) to the BNSF to
operate in both directions on UP/SP lines between Houston and
Memphis; to operate over UP and SP lines between Houston and St.

Louis; and to provide rail service at additional points.

In the limited time available and with the benefit only
of a copy of the U2/SP - CMA agreement, we have redone the
diversion study, using assumptions that maximize the BNSF share

in all situations where additional information and time to




investigate the implications of the agreement may have yielded
different results. Thus the results we report below are
preliminary only. In particular, we did not attempt to take
account of any operational problems that might be associated with
pick-up and delivery of cars at newly accessible two-to-one and
three-to~-two points. We assumed BNSF access to all traffic at
two-to-one points and did not assume that UP or SP had any such
traffic tied up in long-term contracts. We let the model
determine the preferred routing of existing traffic without
regard to considerations that might affect whether BNSF would in
fact shift preexisting traffic from its old route to the trackage

rights route.

We also re-ran our diversion study using the market

share equation without taking account of the difference between
operations over owned track and operations under trackage/haulage
rights that we identified and discussed in our earlier statement.
We remain convinced that making a correction to the prior
equation to differentiate between trackage/haulage operations and
operations over owned lines improves the accuracy of the model;
but we were asked to ascertain the results that the diversion
approach prior to the trackage-rights recalibration would have
generated so that the effect of the revis .. to the model in this

regard would be apparent.




III. RESULTS OF STUDY

We first confirmed the results reported in our earlier
statement by re-running the model. The projected changes in
market share for BNSF, accounting for the UP/SP merger and the

conditions reflected in the prior agreements ketween BNSF and

UP/SP but prior to the U?/SP agreement with CMA, are

recapitulated, with respect to the four cases discussed at page
11 of our prior statement, in Column 1 of the Table on page 5

below.Y

We next removed from the market share equation the
factor that corrects for the difference between operations over
trackage/haulage rights and owned lines. We did this by
assigning a coefficient of zero to the trackage rights term of
that equation. Those results are shown on Column 2 of the Table.

The effect was a very slight increase -- zero in one case and

v We made one change in the market share equation we used
to produce the base case, which had been predicated on 1994
waybill information adjusted to show the BN/Santa Fe and UP/C&NW
transactions. The results reported in our prior statement were
derived using base case coefficients aeveloped before our new
study and the trackage rights recalibration. We have now re-run
the equation with the newly reported coefficients so as to assure
that no "apples and oranges" distortions were present in our
earlier numbers. The base case did not, in fact, change at all
in one case (Eastern U.S. traffic) and only insignificantly in
the other three -- 0.1 percent (to and beyond St. Louis), 0.2
percent (Conrail service territory), and 1.2 percent (Mexico
traffic). These base-case changes produced no material change in
the market share increases reported in Column 1: no change in
two of the cases, an additional 0.1 percent increase in the case
of traffic to and beyond St. Louis, and a reduced increase (by
0.2 percent) i: the case of Mexico traffic.
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small increases from 0.6 percent to 1.2 percent for the other
three cases ~—< in the market share projected for BNSF as compared

to our earlier reported results.

To model the UP/SP agreement with CMA, we jncluded the
additional trackage rights granted to BNSF. Access to both SP
and UP lines would permit BNSF to run pi-directionally between
Houston and st. Louis, and the model reflects that change. We
also reflected the route that extension of the trackage rights to
st. Louis woula provide BNSF and the additional BNSF access to
existing shippers served by UP and SP that would also be provided

py the terms of UP/SP's agreement with CMA.

The results using the recalibrated equation discussed

in our prior statement are shown in Column 3 of the Table.

column 4 of sets forth the results from running the market share

equation when the trackage/bhaulage correction factor is remqved

from the equation.




PROJECTED INCREASE IN BNSF MARKET SHARE

Column 1

Column 2

Column 3

Column 4

Pre-CMA
Agrecment -
w/Trackage
Correction

Pre-CMA
Agreement -
No Trackage
Correction

Post-CMA
Agreement -
w/Trackage
Correction

Post-CMA
Agreement -
No Trackage
Correction

Traffic to and from TX,
LA, and AR and:

Eastern U.S.
St. Louis and beyond

Conrail Service Territory

Eastern U.S. - Mexican
Gateways
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State of New Jersey)
ss.

County of Mercer )

Verificat

David T. Hunt, being duly sworn, deposes and says that he has read the foreg~‘ng
staternent, knows the contents thereof, and that the same are true and correct to the best of

his knowledge, information, and belief.

David T. Hunt

/
! Y
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of April, 1996.
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(
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OPPOSITION OF
THE SAN DIEGO & IMPERIAL VALLEY RAILROAD COMPANY
TO THE CONDITICNS REQUESTED BY
UNITED STATES GYPSUM COMPANY
AT PLASTER CITY, CA

The San Diego & Imperial Valley Railroad Company ("SDIV") responds in
opposition to United States Gypsum Company’s ("USG") requested conditions for access by
The Atchison, Topeka and Santa Fe Railway Company (the "Santa Fe") to USG’s facility at
Plaster City, CA. The Surface Transportation Board (the "Board") should deny USG’s
requested conditions because the issues raised by USG are not related to the proposed
consolidation of the Union Pacific Railroad Company, er al. ("UP") and the Southern Pacific
Transportation Company, ef al. ("SPT"). Also, the Board does not have jurisdiction to grant
the requested trackage rights.

CONDITIONS REQUESTED BY USG
On March 29, 1996, in USG-2, USG filed a 1 *quest for conditions concerning four of

its facilities that allegedly will be adversely affected ty the proposed UP-SPT consolidation.

SDIV opposes USG's request that the Board grant Santa Fe access to USG’s Plaster City,




CA manufacturing plant. With respect to the Plaster City plant, USG seeks: (1) :rackage

rights for Santa Fe over the 129.61 mile line that SDIV is authorized to operate between
Plaster City, CA and SDiV’s interchange with Santa Fe in San Diego, CA (the "SDIV
Line"); and (Z) haulage rights for Santa Fe for the movement of loaded and empty cars over
SPT's lines between USG's Plaster City plant and (i) USG's Santa Fe Springs plant in Los
Nietos, CA;' and (ii) Santa Fe's interchange point with SPT at West Colton, CA. USG
argues that SPT has provided USG poor service in moving shipments between Plaster City
and Los Nietos, and claims seivice after the consolidation of UP and SPT will further
deteriorate. USG explains that this service is covered by a transportation contract and
complains that SPT is failing to meet its contractual commitments. USG also argues that its
competitors located elsewhere on the proposed UP-SPT system will receive benefits of new
single line service that will make USG’s Plaster City facility less competitive.
BACKGROUND

Plaster City is in south central California, just over 10 miles north of the United
States-Mexican international border. Prior to the late 1970’s, rail service to ! laster City was
provided only by the San Diego & Arizona Eastern Railway Company ("SD&AE"), a wholly
owned subsidiary of SPT. The SD&AE ran between: (1) San Diego, CA (milepost 0.454)
and the Mexican border at San Ysidro, CA (milepost 15.56); (2) San Ysidro and Division,
CA, over the Sonora-Baja California Railway Company in Mexico ("SBCR"); and (3)
Division, CA (milepost 59.94) and El Centro, CA (milepost 148.1). Until September 1976,

shippers in Plaster City (milepost 129.61) had the option of shipping rail wraffic about 18.5

'Los Nietos is just east of Los Angeles and is served by toth SPT and Santa Fe.
2




miles east over the SD&AE to an interchange with SPT at El Centro, CA, or about 129
miles west over the SD&AE, through Mexico, to an interchange with the Santa Fe in San
Diego. In September 1976, a storm caused extensive damage to portions of SD&AE’s line
between Plaster City and Division. After September 1976, Plaster City was only accessible
by rail from El Centro in the east. That remains the situation today.

In 1979, SPT sold the stock of the SD&AE to the San Diego Metropolitan Transit
Development Board (the "MTDB"), a public transit agency. As part of the transaction, SPT
acquired the assets of the SD&AE between Plaster City and El Centro from SD&AE. The
MTDB cu ered an agreement with Kyle Railways, Inc. ("Kyie") to provide freight service
over the SD&AE. Kyle provided service through its operating company, the San Diego &
Arizona Eastern Transportation Company (the "Transportation Company"). See ICC Finance
Docket No. 28917 (Sub-No. 1F), Southern Pacific Transportation Company-Acquisition
(Portion)-San Diego & Arizona Eastern Railway Company (not printed), served August 22,
1979.

In 1984, SDIV, a subsidiary of Railtex, Inc. ("Railtex"), was authorized to operate
over the SD&AE between San Diego and San Ysidro a.d between Division and Plaster City

and replaced Transportation Company. See ICC Finance Docket No. 30457, San Diegs &

Imperial Valley Railroad Company, Inc. - Exemption from 49 U.S.C. 10901 and 11301 (not

printed), served August 17, 1984 ("SDIV Operations").* In exempting SD1V's operations,

the Interstate Commerce Commission ("ICC") agreed with SDIV’s contention that SDIV is

ISDIV is authorized to operate in Mexico between San Ysidro and Division under an
agreement with SBCR.




not required to operate between Division and Plaster City until that portion of the line is
repaired because the exemption was permissive and did not obligate SDIV to operaie. SDIV
is in the second year of its second ten year service agreement with the MTDB.

Since 1979, rail shippers in Plaster City have received direct rail service only from
SPT. Prior to that time, service was provided exclusively bty the SD&AE. Today, SPT
continues to be the only railroad serving Plaster City.

SDIV has not been a party to this proceeding as its interests were not directly affected
until now. SDIV is a subsidiary of Railtex, and is not an applicant in these proceedings as
that term is defined under 49 U.S.C. § 11343° and 49 C.F.R. § 1180.3(a and b), as modified
in Decision Number 3. The Plaster City conditions sought by USG directly affect SDIV.
SDIV is, therefore, filing this response in opposition to those conditions.

USG HAS NOT AND CANNOT DEMONSTRATE A NEXUS BETWEEN

ALLEGED SPT SERVICE FAILURES
AT PLASTER CITY AND THE UP-SPT CONSOLIDATION
Before a condition can be imposed on a rail consolidation, among other requirements,

the proponent of the condition must present evidence that the condition ameliorates potential

anticompetitive effects of the consolidation or preserves esseitial services and that the

condition would not pose operating problems. 49 C.F.R. § 1180.1(d)( 1). USG has not met

any of these requirements.
USG is served by SPT at Piaster City, as it has been for nearly 20 years. After the

consolidation of UP and SPT, USG will continue to be served by UP-SPT at Plaster City.

‘Unless otherwise noted, citations are to the former sections of the statute.
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The consolidation will not reduce the number of railroads serving USG at Plaster City nor
will the consolidation harm essential services at that location.

USG does not contend that the proposed consolidation will have an adverse
competitive impact at Plaster City. Rather, USG simply alleges that SPT's service from
Plaster City fails to meet the transit titne commitments provided for in the USG-SPT raii
transportation contract. The Board, however, does not have jurisdiction to address an
alleged breach of a rail transportation contract. That is the exclusive province of a court of
competent jurisdiction. See 49 U.S.C. § 10709(c). 1JSG also expects service from

Plaster Cicy to deteriorate after the consolidation, and argues that UP-SPT will not be able to

meet the contractual service obligations. USG's remedy, if any, under its contract is the

same after the consolidation as before.

USG's concerns are not related to the proposed consolidation but appear to be long
festering service complaints. When confronted with similar requests, (¢ ICC explained that
"[w]e will not impose conditions ‘to ameliorate longstanding problems which were not
created by the merger,’ nor will we impose conditions that ‘are in no way related either
directly or indirectly to the involved merger.’" Finance Docket No. 32549, Burlington
Northern Inc. and Burlington Northern Railroad Company--Cantrol and Merger--Santa Fe
Pacific Corporation and The Atchison, Topeka and Santu Fe Railwcy Company (not printed),
served August 23, 1995, at 56, and 97-101 (the "BN-Santa Fe Merger"); Finance Docket No.
32133, Union Pacific Corporation, Union Pacific Railroad Company and Missouri Pacific
Railroad Company--Control--Chicago and North Western Transportation Company and

Chicago and North Western Railway Company (not printed), served March 7, 1995, at 98




("UP-CNW"); Burlington Northern, Inc.-Control & Merger-S:. L., 360 1.C.C. 784, 952
(1980)("BN-Frisco").

USG also has not addressed the operational impediments and impacts of the new
survice it seeks at Plaster City. The requested haulage rights over SPT can only harm and
not improve service at Plaster City. Under a typical haulage arrangement, the owning
railroad provides the service for the new entrant. If the consolidated company’s service is
going to be as congested as USG claims, then providing the Santa Fe with haulage over tae
congested lines will only cause additional service problems, not reduce them. As to the
requested trackage rights over the line berween Plaster City and San Diego, a portion of that

line west of Plaster City has been out of service for about 20 years. The tunnels on the

segment between Jacumba and Plaster City require repairs that have been estimated to cost

between $7 million and $12 million. USG has not indicated who will pay for these repairs.
USG IS NOT ENTITLED TO CONDITIONS BECAUSE
USG’s COMPETITORS MAY HAVE MORE DIRECT
RAIL SERVICES AS A RESULT OF THE UP-SPT CONSOLIDATION
USG contends that its competitors in Las Vegas, NV will gain access to new single-
line rail service as a result of the proposed UP-SPT consolidation, reducing the ability of
USG'’s Plaster City facility to compete in major markets. The ICC addressed the same
arcument in the recent BN-Santa Fe Merger. There, Bunge Corporation ("Bunge") sought
protection from increased rail options for its competitors. The ICC denied the relief siating:
We will deny the condition requested by Bunge. We
realize that the SP settlement agreement, by providing increased
rail options for Bunge's competitors but no* for Bunge, may
work to Bunge's disadvantage. But that will not be the kind of

harm that we should rectify under our conditioning power. We
typically do not use our conditioning power to preserve the
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competitive balance among the industries served by rail carriers.
Bunge, after all, is not conc: med that it is losing a
transportation option, but that its competitors are gaining one.
Given this context, a condition requiring that a settlement
agreement be changed to improve a particular shipper’s
competitive situation is not proper.

BN-Santa Fe Merger at 99. The Board should follow this precedent here.

THE BOAPD DOES NOT HAVE JURISDICTION TO
GRANT THE REQUESTED TRACKAGI" RIGHTS

USG seeks trackage rights over the rail line SDIV 1s authorized to operate pursuar. to
SDIV Operations. SDIV operates the SDIV Line under agreements with the cwners, MTDB
and SBCR. SDIV is not an applicant in these proceedings. Nor is SDIV affiliated with or
controlled by UP or SPT. The ICC consistently recognized that, in the context of
consolidaticn proceedings, it did not have jurisdiction to grant involuntary trackage rights
over nonapplicant carriers. See, e.g., St. Louis S.W. Ry. Co.-Trackage Rights, 363 1.C.C.
899, 902 (1981) ("SSW-TR"); Boston & Maine Corp. Trackage Rights over Conrail, 360
I.C.C. 239, 241-244 (1979) ("B&M-Conrail"). Similarly, the ICC has no general power to
force a carrier to grant trackage rights over its lines. City of Hialeah, Fla. v. Florida East
Coast Ry. Co., 317 I.C.C. 34, 36 (1962); Baltimore & O. R. Co. Operation, 261 1.C.C.
535, 544 (1945); Alabama, T. & N.R. Corp. Construction, 124 I.C.C. 114, 115 (1927).

The Board should reach the same conclusion here.*

“The Board can impose involuntary terminal trackage rights under 49 U.S.C. § 11103.
However, USG has not requested such rights and made none of the showings required under
section 11103 and 49 C.F.R. § 1144. In any event, the involved 129-mile line could not be
deemed a terminal area or main-line track for a reasonable distance outside of a terminal.

4




Moreover, before the Board can grant trackage rights as a condition to a merger, an

application must be filed. See Ex Parte No. 282 (Sub-No. la), Railroad Consolidation
Procedures (not priated), served March 24, 1978. USG has not filed an application for the
requested trackage rights, nor has Santa Fe.® The trackage rights request is further flawed in
that the part of the line between San Ysidro, CA and Division, CA is located in Mexico.
The Board does not have jurisdiction over property outside the United States. 49 U.S.C.
§10501(a)'2); Finan~» Docket No. 30387, Canadian National Railway Company and
Canadian Pacific L.mited - Acquisition - Interests of Consolidated Rail Corporation in
Canada Southern Ro..way Company and Detroit River Tunnel Company (not printed), served
February 15, 1984. Because the Board cannot grant trackage rights over rail lines located in
Mexico, and because SDIV has no authority to permit another carrier to opei'ate over the line
owned by SBCR, Santa Fe would not be able to operate between Plasicr City and San Diego
even if SDIV were agreeable to the requested conditions.

As previously noted, trackage rights must be operationally feasible before they may

be imposed as a condition by the Board. The SDIV Lize between Jacumba, CA and Plaster

*Indeed, the Board does not even have the jurisdiction to accept an application under 49
U.S.C. § 11343 for trackage rights from a noncarrier like USG. S2e ICC Finzuce Docket
No. 28583 (Sub-No. 20F), Application of the Montana Wheat Research and Marketing
Committee for Stanley E. G. Hillman, Trustee of the Property of Chicago, Milwaukee, St.
Paul and Pacific Railroad Company, Debtor--Trackage Rights--Over Burlington Northern,
Inc., Lines in MT (not printed), served August 25, 1978; ICC Finance Docket No. 28583
(Sub-No. 21F), Application of Wyo-Ben, Inc., for Stanley E. G. Hillman, Trustee of the
Property of Chicago, Milwaukee, St. Paul and Pacific Railroad Company, Debtor--Trackage
Rights--Over Burlington Northern, Inc., Between Billings, MT and Shobon, WY a distance of
227.1 Miles (not printed), served August 25, 1978, Pere Marquette Ry. Co., Trackage
Rights, 261 1.C.C. 750, 751 (1946).




City is not operable, and has not been operated since 1976.° USG is seeking to have a west
bound service reinstated that has not existed for about 20 years. SDIV has spent about $7
million rehabilitating a portion of the SDIV Line east of Campo. To complete the
rehabilitation of the SDI'/ Line between Jacumba and Plaster City, another $7 million to $12
million is required. SDIV is actively s2eking other parties (both governmental and private
sector) to share in this cost, but has no\ yet been successful. If the SDIV Line is fully
repaired, SDIV will begin serving the USG facility in Plaster City, which will be the first
time Plaster City is served by more than one railroad. Given the condition of the SDIV
Line today, USG is seeking a condition that is not operationally feasible, and as such should
not be imposed. BN-Frisco, at 952; Detroit, T. & I. R. Co.-Control, 275 1.C.C. 455, 485
(1950); 49 C.F.F.. § 1180.1(d)(1)(iii).

THE REQUESTED HAULAGE RIGHT® WILL NOT
IMPROVE SERVICE TO PLASTER CITY

USG seeks to justify the grant of haulage rights for Santa Fe by alleging that SPT has
been providing poor service from USG’s Plaster City facilities to USG’s Santa Fe Springs
plant, and that USG expects service to further deteriorate after the consolidation of SPT with

UP. USG's allegations of service deficiencies, even if true, are not a proper basis for the

Board to impose the requested conditions. SPT’s current service to USG at Plaster City is

not relat=d to the proposed consolidation with UP. As previously noted, the Board should
not impose conditions to ameliorate longstanding probiems which are not created by the

consolidation. BN-Frisco, at 952; Norfolk & W. Ry. Co. and New York, C. & St. L. R. Co.

*There are no shippers on the SDIV Line between Campo, CA (about 16 miles west of
Jacumba) and Plaster City.




Merger, 324 1.C.C. 1, 31; 49 C.F.R. § 1180.1(d)(!)(i). SPT's operational problems, as
alleged by USG, prec-date the proposed consolidation. Service at USG's facility in Plaster
City by one rai'road sesms to have been the status quo for over 20 years, and apparently
extenas back to the construction of the rail line serving Plaster City. The harm alleged by
USG is not related to the UP-SPT consolidatiun.

The haulage rights requested by USG could easily exacerbate the operational problems
USG seeks to solve. USG claims that SPT service is poor today and that the added traffic
proposed for West Colton yard after the consolidation will worsen service because of

congestion. The haulage operation, as proposed by USG, would continu. to rely on SPT

providing the service, so no change in operations should be expected. If anything, the

requested haulage service would entail additional coordination, possibly cause added

congestion on SPT’s lines and only lead to further delavs to USG’s shipments. The Board

should deny the haulage condition requested by USG to servc Plaster City.
CONCLUSION

USG has not demonstrated that the proposed consolidation of UF and SPT will cause
any competitive harm to its plant in Plaster City. Plaster City appears to have always been
served by one railroad, either a subsidiary of SPT or SPT itself.

Not only has USG failed to provide a predicate for the conditions it seeks, but USG
has not demonstrated that the conditions are operationally feasible. In addition, the Board
does not have jurisdiction to grant trackage rights over the line of a nonapplicant party or in
Mexico. Accordingly, SDIV urges the Board to deny USG's requests that Santa Fe be

granted trackage rights and haulage rights from Plaster City.
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If USG is truly interested in receiving competitive rail service at Plaster City, USG

should continue to work with SDIV to obtain the necessary funds for the rehabilitation of the
portion of the line that is not operable. Once the line is placed back in secvice, SDIV will

provide USG the competitive service it seeks in this proceeding.

Respec;full)} itted,
e orell
Louis E. Gitomer
Of Counsel
BALL, JANIK & NOVACK
1101 Pennsylvania Avenue, N.W.
Suite 1035
Washington, D.C. 20004
(202) 466-6530

Attorneys for:
SAN DIEGO & IMPERIAL VALLEY
RAILROAD COMPANY

Dated: April 29, 1996




CERTIFICATE OF SERVICE

I certify that on April 29, 1996, copies of the Opposition of the San Diego & Imperial

Valley Railroad Company to the Conditions Requested by United States Gypsum Company at

Plaster City, CA (SDIV-2) have been served on ali parties of record and Admin'strative Law
Judge Nelson by first class mail, postage prepaid and on counsel for Union Pacifc Railroad

Company and Southern Pacific Transportation Company by hand.

; /

// Louis E Gitomer
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BEFORE THE

SURFACE TRANSPORTATION BOARD

FINANCE DOCKET No. 32760

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

I 'rtary

!
B

APR 3 0 1996 ¢ RESPONSIVE COMMENTS OF THE

UT\‘& ITED STATES DEPARTMENT OF AGRICULTURE

§
[

These responsive comments are filed on behalf of the United States Department of
Agriculture (USDA) in the above proceeding in accordance with the former Interstate
Commerce Commission’s aecision served December 27, 1995, setting forth the procedural
schedule for this control and merger proceeding between the Union Pacific (UP) and the
Southern Pacific (SP) Railroads.

USDA noted its authority and stated its interest in this control and merger proceeding in
initial comments filed March 29, 1996. In those comments, USDA highlighted the impartance of
rail service to the economic well-being of this Nation’s agricultural and rural economies. The
tremendous amounts of grain and other agricultural products that move to market by rail from
production areas that are frequently far removed from markets makes it imperative that

agricultural shippers retain and acquire as many competitive transportation alternatives and
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options as poscible as major railroads continue to consolidate their systems.

In addition to suggesting trackage rights and line sales to ensure competition, USDA
urged the Surface Transportation Board (STB) to consider requiring service by a third Class I or
major railroad, as a condition of this pronosed merger, in the Kansas City, Wichita, and Fort

Worth, Texas corridor to Gulf Ports and Mexican markets to provide alternate service for

agricultural traffic, especially the large volumes of wheat produced in the Lower Plains States.'

The U.S. Department of Justice (DOJ), in comments filed April 12, pointed out the large
num)er of markets in the West where rail competition would be reduced from three to two and
from two to one with this proposed merger. USDA noted similar concerns in its comments
reminding ST1 that the entire Western half of the country, between the Mississippi River and the
Pacific Ocean would be dominated by just two Class I rail systems.

DOJ also pointed to current significant parallel lines in the UP and SP rail systems,
including those in the so-called Central Corridor between Kansa= City and the West Coast. The
UP and SP currently compete over these lines. A merged UP-SP rail system will eliminate this
competition. With the recent passage of the Federal Agriculture Improvement and Reform Act
(FAIR), agricultural shippers and growers will have the opportunity to make production
decisions as market conditions dictate. FAIR should influence the way grain is produced,
marketed and transported in the future. The passage of FAIR raises USDA’s concern about the
future of rail comreuuon for agricultural shippers along the Central Corridor. An analyst for

DOJ has indicated the likelihood of price increases being in the interest of a merged UP-SP and

'The Lower Plains States, for purposes of this discussion, include Kansas, Oklahoma. and
Texas.
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the other recently merged Western railroad, the Burlington Northern Santa Fe.

CONCLUSION

USDA agrees with DOJ that this proposed merger is likely to significantly reduce

competitior. in various rail corridors, as it stated in its March 29, 1996 comments. In order to
preserve and enhance competition in Kansas City, Wichita, and Fort Worth, Texas corridor to the
Gulf Ports and to Mexico USDA urged STB to consider requiring a third Class I railroad be
allowed to operate. DOJ has pointed to the probable reduction of rail competition along the
Central Corridor as a r=sult of a combined UP-SP. Because of the potential growth in new
agricultural shipping patterns as a result of FAIR, USDA believes a third major railroad
operating in the Central Corridor will preserve necessary options and alternatives for present and

future grain transportation.

Respectively submitted,

k
Lon Hatamiya %

Administrator
Agricuitural Marketing Service

U.S. Department of Agriculture
Washington, D.C. 20250




CERTIFICATE OF SERV. (E

I, Paul E. Kepler, certify that, or. this 29th day of April, 1996, I caused a copy

of the forgoing document to be served by first-class mail, postage prepaid, or by a

riore expeditious manner of delivery on all parties of record in Finance Docket No.

32760, and on

Director of Operations
Antitrust Division

Room 9104-TEA
Department of Justice
Washington, D.C. 20530

Premerger Notification Office
Bureau of Competition

Room 303

Federal Trade Commission
Washington, D.C. 20580

@«%@/

Paul E. Kepler ”







5’2' ?&? :

Item No.

OUGLAS JARRETT JOAN ¢ YLVAIN SCIMI"‘C STAFF
HEILA A MiLLAR
G!O.G( G M
STEPHA
= 4 NE v g £
C. 2000 I NES [ SR X
~JOM RE PE HONV'O!Y‘O
TI:LEPHONE (20g) “+34-4100 e ]
NCIRV

FAcsmn.s: (202) “43834-9a84¢

A
MAR A A NCD‘AI.LI'
B-1040 Bl!L'sszl.s 'OH| ML Cx PAULA DEZA Y

ok La CRyZ U R 9 .
T o< A MELVIN s BRdE SL SILVERMAN OHNS W NoPKing, R ANDREW p. JOVANOViICK py o
] ELEPH')NE 32(2) 702 sp 80 EAWRENTE B HALPRIN ETH N NARRISON
RALPN A SIMMONS ROBERT i g LOCKWOOp
Facsimip e 82(2) 752 55 CF= RICHARD F MaNN CAROL MaoRs TEY N *NOT ADMITTED 1 oc

SRESIDENT BRUssELs WRITER'S “mecy OIAL NUK ngR

(202) 434-4144

ce Transportation Boarq

Finance Docket No. acific

COrporation, 1 1 ang Merger
Southern al

Enclosures

+ Esquire
Paul E. Cunningham, Fsquire
All Partjes of Recorq




BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 32760

UNION PACI.IC CORPORATION, UNION PACIFIC RAILROAD COMP
AND MISSOURI PACIFIC RAILROAD COMPANY
-- CCNTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THEE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

FURTHER COMMENTS OF
MONTELL_USA, INC.

Montell USA, Inc. (“Montell") respectfully submits its
Further Comments in response to the application of the Union
Pacific Corporation (UP), et al. and the Southern Pacific Rail
Corporation (SP), et al., seeking approval of the Surface
Transportation Board for authority to merge. These Furiher
Comments are submitted pursuant to Decision No. 31 issued by the
Board on April 19, 1996, wherein the Board interpreted its
procedural orders to permit a non-applicant party to file
responsive evidence and comments to conditions proposed by
another party in the proceeding and "to other parties’ comments

% ‘Decisdon 31 at p.3.

Montell submits these Further Comments in response to the

settlement entered into by Applicants and the BNSF with the

Chemical Manufacturers Associaticn (CMA), UP/SP-219 (filed

’%M‘N
April 19, 1996). Pursuant to that settlement, Appllcants hate




agreed to amend their trackage rights agreement with the BNSF.Y

Montell, accordingly, is entitled to comment on the amendments to
the UP/SP-BNSF agreement of September 25, 1995, which Applicants
have requested be imposed as a condition of the merger. Montell
would be substantially and materially injured to the extent that
the Board may rely upon said settlement as remedial to the anti-
competitive effects of the proposed merger as described in the
comments of Montell (MONT-2) and consequently grant approval of

the merger without further conditions.

I. SUMMARY OF PRIOR POSITION AND EFFECT OF CMA SETTLEMENT

Montell operates a large manufacturing facility at West Lake
Charles, Louisiana. Montell is almost exclusively reliant on
rail transportation to move its products, primarily plastics
resins, to market. Approximately 54% of Montell’s cutbound
shipments move via the eastern gateways (Chicago/St.
Louis/Memphis), 20% to Houston, and approximately 4% to the
southeast via New Orleans. MONT-2, V.S. of Robert W. Granatelli
at Y.

The Lake Charles area consists of thiee identified rail
stations: Lake Charles, West Lake Charles and West Lake. The
Montell facility is located at the West Lake Charles rail station
and is served by the KCS and SP. For shipments to New Orleans,
Houston and the eastern gateways, Montell now may utilize either

SP direct, or KCS/UP joint-line service. KCS direct service to

v In consideration of the settlement, CMA has withdrawn from
the merger proceeding.




these points is extremely circuitous, e.g., 385 miles versus 146
for UP direct ketween West Lake Charles and Houston. Granatelli
at Y9 7-8; see also MONT-2 at 19.

The CMA Settlement Agreement purports to address the Lake
Charles area issue. Paragraph 8 of the Settlement Agreement
reads, as follows:

8. The BN/Santa Fe Setitlement Agreement
shall be amended to give BN/Santa Fe the
right to handle traffic of shippers open to
all of UP, £P and KCS at Lake Charles and
West Lake, Louisiana, (a) to, from and via
New Orleans, and (b) to and from points in
Mexico, with routings via Eagle Pass, Laredo
(through interchange with Tex Mex at Corpus
Christi or Robstown), or Brownsville, Texas.
BN/Santa Fe access to the covered shippers at
Lake Charles and West Lake shall be on the
same basis as is provided for in the BN/Santa
Fe Settlement Agreement for "2-to-1" points,
except that at West Lake BN/Santa Fe shall be
required to pay a fee to UP/SP equal to the
haulage fee that UP must now pay to KCS to
access the traffic, adjusted per Section 12
of the BN/Santa Fe Settlement Agreement. The
BN/Santa Fe Settlement Agreement shall also
be amended to give BN/Santa Fe the right to
handle traffic of shippers open to all of UP,
SP and KCS at Texarkana, Texas/Arkansas, and
Shreveport, Louisiana, to and from the
Memphis BEA (BEA 55), but not including
proporticual, combination or Rule 11 rates
via Memphis or other points in the Memphis
BEA.

Montell was not consulted in regard to this provision.
Montell, while a member of CMA, is not a member of its

Distrioution Committee; and Montell did not request CMA to

negotiate plant-specific access on its behalf. Jounsel for

Montell was informed of the settlement proposal and specifically

requested CMA and its Distributicn Committee to consult with




Montell and the other Lake Charles area shippers prior to any
ceasideration of paragraph 8, a request which was ignored.
II. CMA SETTLEMENT AT PARAGRAPH 8 DOES NOT SATISFY
ACCESS REQUIREMENTS FOR WEST LAKE CHARLES
Paragraph 8 of the CMA Settlement Agreement is deficient,
and prejudicial to Montell, in four particular respects:
(1) BNSF access is granted only toc producers at Lake
Charles and West Lake, not tc Montell at West
Lake Charles;
Paragraph 8 applies only to facilities "open to
all of UP, SP and KCS ..." It does not apply to
a 2-to-1 location such as Montell which is open
to the SP and KCS, but which relies upon a

KCS/UP friendly connection for competitive,

alternative routing options:¥

BNSF access is limited only to service between
the covered points and New Orleans or the
Mexican border. Thus, the BNSF would be
precluded under the terms of such access from
serving both Houston and the eastern gateways,
routings which the UP currently shares via its
friendly connection with the KCS and wherein KCS

direct or possible KCS/BNSF service is not

Y

¢ While the Lake Charles BEA may be served by the UP, SP and
BNSF, as set forth above and in MONT-2, the Montell facility is
not open to all three carriers.




available as either circuitous or otherwise
uneconomic; and
BNSF is subject to an "access fee" for the
traffic from West Lake, which, although somewhat
unclear in its application, appears to impose a
"phantcn" haulage fee on the BNSF even if BNSF
werz to provide direct service as is permitte
under the UP/SP-BNSF trackage rights agreement.
Whether such a fee would apply if BNSF access
were extended to West Lake Charles is unclear;
however to the extent it would so apply, such a
fee would be highly prejudicial and therefore is
objectionable.
It is understood that CMA is discussing with Applicants
extension of Paragraph 8 to include West Lake Charles. Whether

this will be accomplished is unknown. If the CMA Settlement

Agreement is so amended, it will rectify only the problem

identified in (i), and possibly also (ii) and (iv), above; it
would not rectify the very substantial deficiencies of this
clause described in (iii).

The exclusion of West Lake Charles from the settlement
provision is arbitrary and highly discriminatory. Montell knows
of no reason why West Lake Charles should be distinguished from
Lake Charles and West Lake. All three are similarly situated,
and the KCS and Applicants serve West Lake Charles to the same
degree and in the same manner they serve the Lake Charles and the

West Lake shipping points.




Second, Montell finds the qualification that points must be
open to all three of tke UP/SP and KCS to be arpitrary and
discriminatory. Whether the UP serves the point directly or
through a friendly, necessary connection with the KCS is
irrelevant to whether producers lose their competitive
alternative in the even the merger is approved. The distinction
between "3-to-2" and "2-to-1" points is irrelevant in the context
of this area. Effectively for Montell, however, its facility is
at a 2-to-1 location since all of its principal routes require
KCS/UP joint-line service as an alternative to SP direct service.

See MONT-2 at 22-23; see also Burlington Northern, Inc. --

Control and Merger -- Santa Fe Pacific Corp., F.D. No. 32549

("BN/SF"), Decision No. 38 at 94-95 (served August 23, 1995).

Third, the limitation upon BNSF that it only may serve
shipments to the New Orleans gateway and the Mexican gateways
also is arbitrary and discriminatory. The Mexican gateways are
reached via Houston; and to the extent that it is appropriate to
open up service to t.e Mexican gateways, a fortiori, access to
Houston is necessary. Id. As noted above, 20% of Montell’s
shipments currently move from West Lake Charles to Houston.

The geographic limitation upon BNSF’'s access further is
prejudicial to Montell and likely would preclude Montell from
utilizing BNSF’'s service. As described by Montell, its plastics
resins traffic is dependent upon its serving rail carrier for

storage pending identification to individual customers,

Granatelli at 93, see also Comments of The Society of the

Plastics Industry, Inc., SPI-11 at 36-39, and supporting evidence
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cited therein. Since a substantial quantity of product moves

initially to storage, it is critical that Montell establish a

relationship with a rail carrier whereby the carrier can accept
its product for storage, with subaequent movement to the major
gateways for ultimate delivery to customers, or to Houston for
packaging if the product is to be exported. The point-cpecific
limitation upon BNSF access as provided in paragraph 8 of the CMA
Settlement Agreement effectively precludes Montell from seeking
competitive bidding for its plastics business.

Finally, if amendment to the CMA Settlement were to extend
or apply the access fee identified in paragraph 8 to Montell'’s
traffic, the BNSF’s ability to serve Montell would be effectively
precluded. For BNSF both to provide its own switching and pay a
phantom "haulage fee" to UP for the privilege of accessing the
Montell plant would, ab initio, make BNSF non-competitive to a
merged UP/SP. Moreover, if Applica..ts in fact would provide
haulage to the BNSF, the appropriate fee should be negotiated
between the involved rail carriers, and should not either be
prescribed by the Board or negotiated between Applicants and CMA.

In summary, the Lake Charles area access provisions set
forth in the CMA settlement were not negotiated for, on behalf
of, or in consultation with Montell. Those provisions cannot be
deemed to satisfy Montell; requirement for preservation of
competitive transportation service if the merger of the UP and SP
were to be approved by the Board. Rather, Montell needs full
access by BNSF, without limitation or condition to maintain a

rail transportation alternative to 2 merged UP and SP.

7




WHEREFORE, THE PREMISES CONSIDERED, Montell USA, Inc.
respectfully urges the Surface Transportation Board to reject

tender of the CMA Settlement Agreement, and particularly

paragraph 8 thereof, as representing satisfaction of the

requirements for maintenance of competitive transportation
service at West Lake Charles, Louisiana, and instead to - ~ant the
relief requested by Montell in its comments submitted March 289,
1995, as further described herein.

Respectfully submitted,

gl AR il

Martin we Bercovici
S

Douglas Behr

Arthur Gayrect. Il
Leslie E. Silverman
KELLER AND HECKMAN, LLP
1001 G Street, NW

Suite 500 West
Washington, DC 20001
Tel: (202) 434-4100
Fax: (202) 434-4646

Attorneys for Montell USA,
*nec.

April 29, 1996
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April 29, 1996

Vernon A. Williams, Esq.
Secretary

Surface Transportation Board
Room 1324

12th & Constitution Avenue, N.W.
wWashington, DC 20423

Re: Finance Docket No. 32760,

Dear Secretary Williams:

Enclosed for filing are an original and 20 copies of Response
Statement of Formosa Plastics Corporation, U.S.A. (FPC-2). We also
enclose a floppy disc in WordPerfect 5.1 which contains the same

document.

Sincerely,

b\ G

Andrew P. Goldstein
Attorney for
Formosa Plastics Corporation, U.S.A.

Enclosures

APG/rmm

APR 3 0 1996

Rt gy I

H
i
|




ORIGINAL

BEFORE THE

SURFACE TRANSPORTATION BOARD

FINANCE DCCKET NO. 32760

MISSOURI PACI¥IC 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
RAILROCAD COMPANY

RESPONSE STATEMENT OF
FORMCSA PLASTICS CORPORATION, U.S.A.

AL L:vJ'~'hr\/ ' Andrew P. Goldstein
s | McCarthy, Sweeney & Harkaway, PC
; Suite 1105
APR 3 0 1596 ; 1750 Pennsylvania Avenue, N.W.
! Washington, DC 20006

r :‘L i Attorney for
e R Formosa Plastics Corporation, U.S.A.

Dated: April 29, 1996




BEFORE THE

SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 32760

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY, AND
MISSOURI PACIFIC RAILROAD COMPANY -- CONTROL AND MERGER ~--
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPOKTATION COMPANY, 8T. LOUIS SOUTHWESTERN
RAILWAY COMPANY, SPCSL CORP., AND THE
DENVER AND RIO GRANDE WESTERN
RAILROAD COMPANY

RESPONSE STATEMENT OF
FORMOSA PLASTICS CORPORATION, USA

Formosa Plastics Corporation, U.S.A. ("FPC") hereby files its
response to inconsistent and responsive applications and to

comments, protests, and requested conditions, as provided in

Decisions Nos. 6 and 9, as clarified by Decision No. 31.

Respectfully submitted,

it Gl

Andrew P. Goldstein

McCarthy, Sweeney & Harkaway, PC
Suite 1.05

1750 Pennsylvania Avenue, N.W.
Washington, DC 20006

Attorney for :
Formosa Plastics Corporaticn, U.S.A.
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SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 32760
UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY, AND
MISSOURI PACIFIC RAILROAD COMPANY -- CONTROL AND MERGER -~
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATICN COMPANY, 8T. LOUIS SOUTHWESTERN
RAILWAY COMPANY, SPCSL CORP., AND TIE

DENVER AND RIO GRANDE WESTERN
RAILROAD COMPANY

RESPONSE VERIFIED STATEMENT OF
PABLO RODRIGUEZ

My name is Pablo Rodriguez. I am Traffic Manager for Formosa
Plastics Corporation, U.S.A. ("FPC"). My business address is 9
Peach Tree Hill Road, Livingston, NJ 07039. Mr. Paul Huang, FPC’s
Vice President who submitted a statement on behalf of FPC on March
29, 1996, is not presently available and I have been requested to
prepare this response statement.

In its Opening Comments (FPC-1), FPC described its
manufacturing facility at Point Comfort, TX, which is connected by
a 1l4-mile private industrial spur to the line of Union Pacific
Railroad Company ("UP") at Formosa, TX. FPC is captive to UP at
that point for shipments of plastic:: and chemical components.

Other filings in this proceeding describe similar captive
situations involving Texas shippers of plastics and chemical

components. Some such filings request thg jmposition of conditions
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claimed by the requesting party to alleviate competitive probiems
associated with the proposed merger. FPC wishes to respond to some
of those requested conditions, particularly as filed by competitors
of FPC.

The Dow Chemical Company ("Dow"), a major producer of chemical
and plastics components of the types manufactured by FPC, states
(DOW-12) that it operates a manufacturing facility at Freeport. TX,
served exclusively by UP. Freeport is located on a UP spur that
connects at Angelton, TX with the main UP line between Houston
(Algoa) and Browrsville. It is the same UP main line which serves
FPC at Formosa. Angelton is approximately 70 miles east of
Formosa. Uow and FPC are major competitors in the production and
sale of chemical and plastics components.

Quantum Chemical Corporation ("Quantum") is another nearby

competitor of FPC. Quantum manufactures chemical and plastics

components at a facility located at Chocolate Bayou, TX. Chocolate
Bayou is between Angelton and Bay City, TX, on the same Union
Pacific line that serves Formosa, and is approximately 50 miles
east of Formosa (QCC-2).

Union Carbide Corporation ("Union Carbide") operates a
chemical and plastics production facility at Seadrift, TX, which is
on a UP spur that connects at Bloomington, TX with the UP main line
between Houston and Corpus Christi. Bloomington is approximately
10 miles west of Formosa (UCC-6).

As indicated by the comments of Dow, Quantum, Union Carbide,

the United States Department of Justice (DOJ-8), and several
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railroads, including Consolidated Rail Corporation, Texas-Mexican

Railway Company, and Kansas City Southern Railway Company, FPC by

no means is alone in its observation and assertion (FPC-1, that the
instan® transaction portends serious and irrevocable reductions in
competition for the transportation of plastics and chemical
components.

Dow, Quantum, and Urion Carbide have proposec that these
compecitive dislocations be ameliorated through the imposition of
conditions that would posture a new carrier to provide service at
those stations on UP’s Houston-Corpus Christi line handling Dow,
Union Carbide, and Quantum traffic, including adjustments to the
trackage rights settlement agreement betweeu Burlington Northern
Santa Fe ("BNSF") and UP so as to provide for local service by BN.
Under the settlement agreement, BNSF would obtain trackage rights
between Houston (Algoa) and Corpus Christi, over the UP line that
serves FPC, Dow, Union Carbide, and Quantum, for "overhead" traffic
only; even though BNSF’s trains would pass the doorstep of FPC and
the others, BNSF would not pick up or deliver cars at our stations.

FPC supports the comments and requested conditions of Dow,
Guantum, DOJ, and others who seek pro-competitive solutions,
provided that the Board recognizes that pro-competitive relief
should not be granted selectively. The preponderance of the
chemical and plastics industry in southeast Texas, the United
States Department of Justice, and several railroads all have
demonstrated how the proposed merger will reduce competition and

prove harmful to plastics and chemical shippers such as Quantunm,
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Union Carbide, Dow, and FPC. If the Board determines to condition
merger appcroval on the introductica of new competitive service at
points in Texas originating or terminating plaustics or chemical
traffic. the Board should do so evenhandedly with respect to all
affected shippers in the same industries. If, for example, the
Board shculd require BNSF to provide "local" service to Dow at
Freepert or Quantum at Chocolate Bayou, rather than accepting the
BNSF/UP proposal for BNSF "closed door" trackage rights over UP’s
line between Houston (Algoa) and Corpus Christi, the Board should
impose similar conditions for other similarly situated shippers,
such as FPC, whose comments (FPC-1) demonstrate that the proposed
merger will deprive it of competitive rates via Southern Pacific,
so that the merger not have an unnecessarily harmful or disruptive
effect on the highly competitive plastics and chemical industry in

southeast Texas.

The recently submitted settlement agreement (UP/SP-219)

between the Applicants and the Chemical Manufacturers Association
("CMA") 1is not sufficient for these purposes because, among other
things, it posits additicnal competition only at so-called 2-to-1
[oints, southern Pacific points, or by means of extremely expensive
build-outs or build-ins (FPC estimates that a build-out from its
facility to a qualifying point, over a distance of more than 30

miles, would cost upwards of $50 million).

i b,
Pablo Rodriguez Z
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I declare under penalty of perjury that the foregoing is true

and correct. Executed tais 5 day of April, 1996.

!

Pablo Rodriguez J <=F




CERTIFICAT. OF SERVICE

I hereby certify that I have, this 29th day of April, 1996,

served a copy of <“‘he foregoing Comments of Formcsa Plastics

Corporation, U.S.A. upon all parties of record, by first class

mail, postage prepaid.

AR Gl

Andrew P. Goldsteiln
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Norfolk Southeri Corporation
Law Department George A. Aspatore
Three Commercial Place General Attorney

Norfolk, Virginia 23510-2191

Writer's Cirect Diai Number

(804) 629-2657 April 26,
Fax: (80a) 529-2607

Mr. Vernon A. Williams, Secretary
Surface Transportation Board
12th Street and Constitution Avenue, N.W.

Washingtc

Re:

Dear Mr.

N, D €. 20823

Finance Docket No. 32760, Union Pacific Corporation,
Union Pacific Railroad Company and Missouri Pacific
Railroad Company -- Control and Merger -- Southern
Pacific Rail Corporation, Southern Pacific
Transportation Company, St. Louis Southwestern Railway
Company, SPCSL Corp. and the Denver and Rio Grande
Western Railroad Company

Williams:

Enclosed for filing in the above-entitled proceeding

are the original and ten (10) copies of Norfolk Southern Railway

Company’s

Enclosure

GAA/lfe

Response to Comments of Consolidated Rail Corporation.

Very truly yours,

s s

George A. Aspatore

ENTERED
Office of the Secretary

APR 3 0 1994’

Part of
Public Record

Operating Subsidiaries: Norfolk Southern Railway Company / North Ame*ican Van Lines, Inc




BEFORE THE
SURFACE TRANSPORTATION BOARD
Washington, D.C.

Finance Docket No. 32760

Union Paific Corporation, Union Pacific Railroad Company
and Missouri Pacific Railroad Company

-- Control and Merger --

Southern Pacific Rail Corperation, Southern Pacific
Transportation Company, St. Louis Southwestern
Railway Company, SPCSL Corp. and the Denver and Rio Grande
Western Railroad Company

RESPONSE OF
NORFOLK SOUTHERN RAILWAY COMP.ANY
TO COMMENTS OF
CONSOLIDATED RAIL CORPORATION

ENTERED
Office of the Secretary

APR 3 0 1996 Robert J. Cooney

George A. Aspatore

5 | public Record Norfolk Southern Corporation
R Three Commercial Place

: Norfolk, VA 23510-2191

(804) 629-2657

Part of

Counsel for
Norfolk Southern Railway Company

Dated: April 26, 1996




BEFORE THE
SUFFACE TRANSPORTATION EOARD
Washington, D.C.

Finance Docket No. 32760

Union Pacific Corporation, Union Pacific Railroad Company
and Missou:i Pacific Railroad Company

-- Control and Merger --

Southern Pacific Rai! Corporation, Southern Pacific
Transportation Company, St. Louis Southwestern
Railway Company, SPCSL Corp. and the Denver and Rio Grande
Western Railroad Company

RESPONSE Or
NORFOLK SOUTHERN RAILWAY COMPANY
TO COMMENTS OF
CONSOLIDATED RAIL CORPORATION

Norfolk Southern submits the following comments in response to the March 29, 1996
filing by Conrail requesting that the Surface Transportation Board mandate a d.vestiture auction

for certain lines of Applicants referred to by Conrail as "SP-Fast." These lines are, generally

speaking, Southern Pacific properties in Texas, Louisiana and Arkansas and SP's eastern main

line in Missouri and Illinois.




Consistent with its comments of January 29, 1996, Norfolk Southern (1) believes that
effective rail competition musi be maintained within the Gulf area and to and from eastern
gateways, especially New Orleans; (2) does not oppose the Union Pacific-Southern Pacific
consolidation as long as such competition in the Gulf area is maintained; and (3) believes that

such competition should come from rail carriers already within the region; but (4) would actively

participate to protect its interests if access to the Gulf area is granted to carriers now operating

largely outside the region, in particular if divestiture of SP-East or similar properties to a major

eastern carrier is contemplated.

Traffic to and from the Gulf area is crucial to Norfolk Southern. More than eight percent
of all NS rail revenues (approximately $350 million) are based on traffic originated or terminated
in Texas and Louisiana, of which more than half is chemical traffic. Over two-thirds of this
traffic originates on UP or SP. There must be an adequate replacement for the healthy and

vigorous competition which exists today between UP and SP after UP and SP are consolidated.

At this point Norfolk Southern is not advocating a particular cou.ition or set of
conditions to address the competitive issues in the Gulf area. However, divestiture to a major
eastern carrier would raise different competitive issues not even touched upon, much less fully
discussed and analyzed, during the course of this proceed .ng. In the event the scope of this
proceeding is expanded in the manner requested by Conrail and others, Norfolk Southern will be

a vigorous contender for the properties in question. Because the Surface Transportation Board




does not have beforg it the kind of evidence required for an inconsistent application, Norfolk
Southern believes that if the Board wishes to consider divestiture to an eastern carrier, the STB
must request and receive additional evidence to develop an appropriate record. Norfolk Southern

would actively participate in any such proceeding.

Respectfully submitted,

George 2 Aspatore %




I hereby certify that on April 26, 1996 a copy of the foregoing Response of Norfolk
Southern Railway Company was served by first-class, U.5. mail, postage prepaid upon all

parties of record in this proceeding.

/éi'-“'lea A A adwse_

George A. Aspatore v
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COVINGTON & BURLING
1201 PENNSYLVANIA AVENUE. N W
fF O 80X 7566
WASHINGTON. T'.C. 20044-7566
1202) 662-6000 MR He—

CURZON STREET
LONDON Wi Y 8AS

€ ENGLANC
T X IN
LE 89-5S93 (COVLING WSH reLe Shide =658

TELEFAX 202 862-629!

ARVID E. ROACH II

DIRECT DAL NUMBER

CABLE COVLING TELEFAX: 44-71- 498 30!
o2
200 862-3368 BRUSSELS CORRESPONDENT OFFICE
DIRECT TELEFAX NUMBER 44 AVENUE DES ARTS
202 772-5388 BRUSSELS (040 RELGIUM

Aprll 29, 1996 TELEPHONE. 32-2-212-9890

TELEFAX. 32 2-302-1998

BY HAND

Honorable Vernon A. Williams

Secretary

Surface Transportation Board

Twelfth Strzet and Constitution Averiue, N.W.
Room 2215

Washington, D.C. 20423

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

Dear Secretary Williams:

Enclosed for filing in the above-captioned docket are
the original and twenty copies of UP/SP-235, titled Additional
Comments of Shippers and Others in Support of Applicants’
Rebuttal. Due to printing schedules, it was not possible to
include these materials with Applicants’ Rebuttal filing (UP/SP-
230 through UP/SP-234), which was delivered to you earlier today.

I enclose also for the Board's convenience =ix
diskettes in Wordperfect 5.1 format and one diskette containing
Excel spreadsheats, cuvering the contents of UP/SP-230 through
UP/SP-235 to the extent they are available in electronic format,
as well as directcries showing the contents of each diskette.

Sincerely,
x M
Arvid E. Roach II

Enclosures

cc: BAll Parties of Record
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UBR/SP-235
APR 3 U 1996 Y

Part of
Public Record

BEFCRE THE
URFACE TRANSPORTATION BOARD

g ENTERED
'\ Otfice of the Saecratary
i

Finance Docket No. 32760 e e

UNION PACIFIC CORFORATION, UNION PACIFIC RAILROAD CO@PANY
AND MISSOURI PACIFIC RAILROAD COMPANY - - -
-- CONTROL AND MERGER --

SOUTHERN PACIFI~ RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTAT"ON COMPANY, ST. LOUIS SOUTHWESTERN PAILWAY
COMEMNY, SPCSL CORP AND THE DENVER AND
RIC iRANDE WESTERN RAILROAD COMPANY

ADDITIONAL COMMENTS OF SHIPPERS AND

OTHERS )N SUPPORT OF APPLICANTS’ RERUTTAL

CANNON Y. HARVEY CARL W. VON BERNUTH
T.OUIS P. WARCHOT RICHARD J. RESSLER
CAROL A. HARRIS Union Pacific Corporation
Southern Pacific Martin Tower

Transportation Company Eighth and Eaton Avenues
One Market Plaza Bethlehem, Pennsylvania 18018
San Francisco, California 94105 (610) 861-3290

(415) 541-1000
JAMES V. DOLAN

PAUL A. CUNNINGHAM PAUL A. CONLrY, JR.

RICHARD B. HERZOG LOUISE A. R.NN

JAMES M. GUINIVAN Law Department

Harkins Cunningham Union Pacific Railroad Company
1300 Nineteenth Street, N.W. Missouri Pacific Railroad Company

Washington, D.C. 20036 1416 Dodge Street
(202) 973-7601 Omaha, Nebraska 68179

(402) 271-5000

Attorneys for Southern
acific Rail C i ARVID E. ROACH II
Southern Pacific Transportation J. MICHAEL HEMMER

Company, St. Louis Southwestern MICHAEL L. ROSENTHAL

Railway Company, SPCSL Corp. and Covington & Burling
The Denver and Rio Grande 1201 Pennsylvania Avenue, N.W.
Western Railrocad Com P.O. Box 7566

Washington, D.C. 20044-7566

(202) 662-5388

: : £
Corporation, Union Pacif::
Railroad Company and Missouri
Pacific Railroad Company

April 29, 1996




UP/SP-235

BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

UNION PACIFIC CCRPORATION, 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 DaNVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

ADDITIONAL COMMENTS OF SHIPPERS AND
QTHERS IN SUPPORT OF APPLICANTS’' REBUTTAL

Applicants are making this filing on behalf of the
parties who are submitting the enclosed comments in support of
App.icants’ rebuttal filing of this date. Due to the printing
schedule for the rebuttal filing, it was not possible to
include these statements in UP/SP-233. The parties
registering thei: support of the UP/SP merger and their
opposition to proposals for divestiture and other conditions
put forward by oppeonents of the merger are listed on the
enclosed table of contents.

® Support statements of 26 shippers are enclosed,
bringing the total number of shippers who have filed in
support of Applicants’ rebuttal to 476.

® A support statement from osne local official is

enclosed, bringing the total number of local government

entities that have filed in support of Applicants’ rebuttal to

43.




® One shortline railroad has offered a support

statemont included with this filing, bringing the total number

of railroads that have filed in support of Applicants’

rebuttal to 25.

CANNON Y. HARVEY

LOUIS P. WARCHOT

CAROL A. HARRIS

Southern Pacific
Transportation Company

One Market Plaza

San Francisce, California

(415) 541-1000

94105

PAUL A. CUNNINGHAM

RICHARD B. HERZOG

JAMES M. GUINIVAN

Harkins Cunningham

1300 Nineteenth Street, N.W.
Washington, D.C. 20036
(202) 973-7601

Attcrneys for Southexrn
Pacific Rail Corporation,
o o ——

Compan 5 is S

Railw m
and Th v . ]
Western Railroad Company

April 29, 1996

Respectfully submitted,

CARL W. VON BERNUTH
RICHARD J. RESSLER

Union Pacific Corporation
Martin Tower

Eighth and Eaton Avenues
Bethlehem, Pennsylvania
(610) 861-3290

18018

JAMES V. DOLAN

PAUL A. CONLEY, JR.

LOUISE A. RINN

Law Department

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

68179

o BMEKpadi

ARVID E. ROACH II

J. MICHAEL HEMMER

MICHAEL L. ROSENTHAL
Covington & Burling

1201 Pennsylvania Avenue, N.W.
P.O. Box 7566
Washington, D.C.
(202) 662-5388

20044-7566
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I, Karen W. Kramer, certify that, on this 29th day

of April, 1996, I caused a copy of the foregoing Additional
Comments of Shippers and Others in Support of Applicants'’
Rebuttal to be served by first-class mail, postage prepaid, or
by a more expeditious manner of delivery on all parties of
record in Finance Docket No. 32760, and on

Director of Operations Premerger Notification Office

Antitrust Division Bureau of Competition

Suite 500 Room 303
Department of Justice Federal Trade Commission

Washington, D.C. 20530 Washington, D.C. 20580

/(/.u;:;‘;.u 4 Aot L R

Karen W. Kramer
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COMMENTS OF SHIPPERS AND
OTHERS IN SUPPORT OF APPLICANTS' REBUTTAL

SHIPPERS

Alliance Shippers Inc.
American Continental Freight Inc.
Ancon Transportation

B&B Transportation Services, Inc.
Bayou Manacement Services Inc.

Branch Warehousing & Distribution Center, Inc.
Bulk Commodities Transvort, Inc.
Chem-Rail Transport, Inc.

Girsia, Inc.

GTC Wutrition Company

Liebovich Bros.

Logan Lumber Company

Mabe

Mach One

Martrans International

Meridian Aggregates Company

The Morning Star Packing Co.

Phillip’s Cattle Co., Inc.

Pilgrim’s Pride, S.A. de C.V.

Port of W. St. Mary

Precision Flamecutting and Steel, Inc.
Professional Plate Processors, L.L.C.
Rail Van, Inc.

Scarpelli Materials, Inc.

Schnitzer Steel Products (Oakland, Cal.)
Toyota Motor Sales, U.S.A.

LOCAL OFFICIALS

Benicia, California Otto Wm. Giuliani,
City Manager

OTHER RAILROADS

Eastern Idaho Railroad




ALLIANCE shippers. inc.
®® MEXICO 2@

Mr. Vernon Will ams, Secretary
Surface Transpartation Board

Room 3315
12th and Cons*+ tun Avenue, NW
Washington. D.C. 20423-0001

RE: UP/SP Marger. F D No. 32760
Dear Mr. Wiiliams:

Cn March 29. 1696 several parties filed comments with the burface Transportauon Boarg (ST2) requesting
conditions inat would result in divestitures of massive and crucial parns of the merged UP/SP system on the east end of tre
SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicage) and in the Centra! Corrider (Stockton. CA -

Herington, KS):
These conditions should not be imposed for the foliowing reasons:

- UP is the only carrier to offer to purchase the entire SP and to provide a detaiied operating plan that will
produce significant service improvements.

Shippers weuld lose single-line service if thase lines were sald off |1stead of having two
comprehensive. competitive rail networks - UP/SP and BN/Santa Fe - shippers would face a splintared

western rail system.

The tremendous public benefits associated with the UP/SP merger. including increased capacity and
faster. more reliable service, would be significantly reduced or eliminated.

Other carriers want to “cherry pick” valuable parts of the UP/SP system for the.r own benefit

Users of these lines would face an uncertain future of not knowing which railroad would provice service
or the prospect of being served by a small railroad whose ability to provide service is a ccmplete
unknown.

Imposing these conditions could unde UP/SP's pre-competitive settiement with BN/Santa Fe. and cause
the entire UP/SP merger to be abindoned - risking the dismemberment of SP and the loss of vital rail

service.

As a concerned rail user who will be adversery impacted by these propased divestiture conditions. | urge the Board
10! to carve up the UP/SP system. and gt to jeopardize the UP/SP merger. | strongly urge the STB not to grant these
conditions ancd to approve the UP/SP merger conditioned only by the Settiement Agreements. Such approvai will maintain
and increase compatition throughout the wastarn United States and allow UP to fulfill its commitmant to invest an additicnal

$1.3 billio in capital expenditures into a combined UP/SP system.

| declare under penalty of perjury that the foregoing is true and correct. Further. | certify that | am qualified and
authorized to “lq this verified statement. Executed on April _|8'™ _ 1396

N A )
MUANE oI55 TN

Homero 1804 Desp. 1002 Chapultepec Morales
Meéxico, D.F. 11570 Tels. 557-5871 557-8447 Fax 395-8521




American Gontinental rreight
INC. —

2851 SOUTH PARKER ROAD
SUITE 780
AURORA, COLORADO 80014
PHONE (303) 368-SHIP (7447)
FAX (303) 755-3611

Apnl 26, 1996

NATIONAL WATS - 1.800-231-7936
STATE WATS - 1-800-325-8731

Mr. Vemon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Ave., N.W.
Washington, DC 20423-0001

Dear Mr. Williams:

At the end of March, several parties filed comments with the STB requesting varyving
conditions which would result in divestitures of major parts of a merged UP/SP railroad
system. These incluacd divestiture of the SP El Paso/New Orieans and
Brownsville/Chicago lanes as well as the Stockton/Herington, KS lane. We strongly
object to such u divestiture.

The UP/SP merger benefits the shipping public by the formation of a more complete and
efficient railroad system. Th:s is a significant benefit in terms of seaini_ss transportation
and service improvement. A{lowing other carmers to carve out self-serving mickes for
themselves under the guise of promoting competition would only serve to destroy the
great benefits gained through an approval of this merger.

Clearly, common sense conditions can be made to ensure competition without gutting
what promises to be a strong, efficient and comprehensive railroad system. [ strongly
urge the STB 1o not allow the divestiture of these lanes, which would dest-oy a merger
that promises so many benefits.

I declare under penalty of perjury that the foregoing is true an correct. Further, [ certify
that | am qualified and authonized to file this verified statement. Executed on Apnil 26,
1996.

Sincerely,
o
Fob A
Craig Cormier

Vice rresident/
General Manager




Mr. Vermon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 22760
Dear Mr. Wiliiams:

On March 28, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would resuit in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (El P = - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Ca.idor (Stockton, C. {erington, KS):

These conditions should not be imposed for the foilowing reasons:

: JUP is the only cammier to cffer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service ir..provements.

Shippers would lose single-ine service if these lines were sold off. Instead of having
\wo comprehensive, competitive rail networks - UP/SP and BN/Santa Fe — shippers

would face a splintered westemn rail system.

The tremendous public benefits associated with the UP/SP merger, including
inCreased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Cther camiers want to "cherry pick” valuable parts of the UP/SP sysiem for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide servica, or the prospect of being served by a small railroad whose
ability to provide service is a compiete unknown.

Imposing these conditions could undo UP/SP's pro-competitive settlement with
BN/Santa Fe, and cause the entire UF/SP merger to be abandoned — risking the
dismembermant of SP ana the loss of vital rail scrvice.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board not to carve up the UP/SP system, and not to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settlement Agreements. Such approval will maintain and increase
competition throughout the western United States and allow UP to fulfiil its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP systern.

| deciare under penatty of perjury that the foregoing is true and correct. Further, | certify that
| am qualified and authorized to file this verified statement Executed on April i K

(auBata g0, /S dar v R C

(Title)

(Signature) $
(e Tveas @31‘\«97 8

(Company)
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POOL CONSOLIDATION
DISTRIBUTION

CONSULTING
TRUCKLOADS

L-T-L

PROTECTIVE SERVICE

B & B TRANSPORTATION SERVICES, INC.

April 18, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitition Ave., N.W.
Washington, D.C. 2)423-0001

RE: UP/SP Merger,
F.D. No.32760

Dear Mr. Williams:

We are concerned regarding several conditions in recently filed
comments filed with the Surface Transportation Board. These
conditions would result in divestitures in parts of the proposed
merger of the SP/UP system on the east end of the SP and in

the Central Corridor.

As a small but concerned shipper agent and rail user, we feel
the above mentioned conditions would place an extreme hardship
on us by eliminatiag the proposed comprehensive single-line
service we are looking forward to with the merger. The expected
increased capacity and, hopefully, more reliable service are
benefits of the merger we are anxiously awaiting.

As we feel we will be adversely impacted by these proposed
divestiture conditiu.i= we urge the Board to not jeopardize
the UP/SP merger. We strongly urge the Board to approve the
UP/SP merger without those conditions involved.

I declare under penalty of perjury that che foregoing is true
and correct. Further, I certify that I am qualified and author-
ized to file this verified statement. Executed on April 18,
1996.

Cao A, 9‘-£3trv14¢/?“'
William F. Bossert Secretary-Treasurer
B & B Transportation Services, Inc.

P.O. Box 14624 + Edgewater, C >iorado 80214 « (303) 233-0739 office * (303) 237-4946 Fax




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitition Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Mevger, F.D. No. 32760
Dear Mr. Williams:

Cn March 28, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP syslem on the east end of the SP system (El Paso - New Orleans and Eagle
Pass/Brewn: - we-Chicago) and in the Central Comridor (Stockton, CA - Herington, KS):

These conditions shauld not be irnposed for the foliowing reascns:

y UF is the only carmier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

Shippers would lose single-iine service if these ines were scid off. Instead of having
two comprehensive, comnpetitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westem rail system.

The tremendous public benefits associated wilh the UP/SP marger, including
increased capacity and faster, more rellable service, would be significantly reduced
or eliminated.

Other carriers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit. Sz . .

Users uf these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a small railroad whose
ability to provide service is a complete unknown.

Imposing these concitons could undo UP/SF's pro-competitive settiement with
EN/Santa Fe, anu cause the entire UP/SP merger to be abandoried — risking the
dismembernment of SP and 4 ~ loss of vital rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
condiiions,IumetheBoardnmtowvewﬁnUPlSPsyslemmdmgbhommlm UPISP
merger. | strongly urge the STE not to grant these conditions and to approve the UP/SP merger
conditioned only by the Selliement Agreemonts. Such approval will maintain and increase
competition throughiout the westeni Uniivd States and aliow UP to fulfill its commitment to invest an
additional $1.3 bilfion in capital e>penditures into a combined UP/SP system.

| declare under penaity of perjury that the foregoing is rue and comect Further, | certify that
I am Jualified and authorized to file this verified statement. Executed on April , 1996.

g Proscd.t
L (39!1&-' e) (Titte)
6%%4 dhe




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.V/.
Warchington, D.C. 20423-0001

RE: UP/SP Merger, F.[. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that ‘would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP .ystem (EI Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Comidor (Stockton, CA - Herington, KS):

These conditions should rot be imposed for the fellowing reasons:

, & UP 15 the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan tha: will produce significant service improvements.

Shippers wouid iose single-line service if these lines were soid off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westemn rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliahie service, would be significantly “educed
or eliminated.

Other camiers wart to "cherry pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncentain future of not knowing which railroad
wou.ld provide servica, or the prospect of being served by a smali -ailroad whose
ability to provide service is a complete unknown.

Imposing these conditions could uncdo UP/SP's pro-competitive settement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned - risking the
dismemberment of SP and the loss of vital rail service.

As a concemed rail user who will be adversely imracted by these proposed divestiture
cenditions, | urge the Board gt to carve up the UP/SP system, and nof to jeopardize the UP/SF
merger. | strongly urge the STB rot to grant these conditions and to «pprove the UP/SP merger
conditioned only by the Settiement Agreements. Such approval will maintain and increase
competition throughout the westun United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare under penalty of perjury that the foregoing is true and covect. Further, | certify that
| am qualified and authorized to file this verified statement. Executed on April _15__, 1986.

,/‘ I e v
P ,?4—- % ’//‘/. ‘A.:{%/ President
(Signature) (Title)

Branch Warehousing & Distribution Center, inc.
(Company)
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Bulk Commobdities Cransport, Inc.

Crmmmen Crryres,

Mr. Vermon Williams, Secretary April 23, 1996
Surtace Transp~rtation Board

Room 3315

12th and Constitution Avenue, N.W.

Washington, 0.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive ana crucial parts of the
merged UP/SP system on the east end of the SP system (El Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Comridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

. 8 UP is the only camier to offer to purchase the entire SP and to provide a detailed
cperating plan that wiil produce significant service improvements.

Shippers would lose single-ine service if these iines were sold cff. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe - shippers
would face a splintered wester.: rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliabie service, would be significantly reduced
or elininated.

Other camiers want to “cheny pick” vaiuabie pars of e UF/SP sysiem ior their own
benefit

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a small railroac’ whose
ability to provide service is a compiete unknown.

Imposing these conditions could undo UP/SP's pro-competitive sottiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismemberment of SP and the loss of vital raii service.

1555 W. HAWTHORNE LANE

WEST CHICAGO, iL. 60185 - 1821 -0 WP
PHONE: 708-876-0600 FAX. ?Smé’éw. ON-298-86.74




'Jﬁulk Commobdities Transport, Ine.

Crmnmen  C-rareres,

As a concemed rail user who will be adversely impacted by thesc proposed divestiture
conditions, | urge the Board pot to carve up the L 2/SP system, and poj to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settlemeni Agreements. Such approval wiil maintain and increaze
competition throughout the westem United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| deciare under penatty of perjury that the foregoing is true and comrect. Further, | certify that
| am qualified and authorized to fiie this verified statement. Executed on April 23 , 1996.

’ ,,//}/ L VICE PRESIDENT - SALES
(Signature) (Title)

BULK COMMODITIES TRANSPORT
(Company)

w E!SSTSé W.C;MWTHORNE LANE
HICACO, IL. 60185 - 1821 PNER < L IO KK,
PHONE: 708-576-0600 FAX: 708-876-0674 SO ZINS656




’ ‘ CHEM-RAIL TRANSPORT, INC.
CHEM- BI' RAIL | i 12692 Shawnee Mission Parkway
=) :

Shawnee Mission, KS 66216
(913) 631-5912 e FAX:(913) 631-2489

“Specialists in Hazardous Waste Transportation by Rail’

Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Censtitution Avenue, N.W.
Washingten, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

OCn March 29, 1996 several parties filed comments with the Surface Transportation Board
(STE) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (E! Paso - New Orieans and Eagle
Pass/Brownsville-Chicage) and In the Central Corridor (Stockton, CA - Herington, KS):

These cenditions shou'd not be impesed for the following reasons:

g UP is the only carrier to offer to purchase the entire SP and to provide a datalled
operating plan that will produce significant service improvements.

Shippers would (cse single-iine service if these lines were sold off. Instead of having
twe comprehensive, competitive rail networks — UP/SP and BN/Santa Fe - shippers
would face a splintered westem rail system.

The tremendous public benefits asscciated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other carriers want to "chenry pick” valuable parts of the UP/SP systen for their own
benefit.

Users of thess lines would face an uncertain future of not knowing which raifroad
would provide service, or the prospect of being served by a small raiirond whose
ability to provide service is a complete unknown.

imposing these conditions could undo UP/SP's pro-competitive settlement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned « risking the
dismembarment of 8P and the loss of vital rail service.

As 2 concemed rail user who will be adversely impacted by these proposed divestiturs
conditiens, | urge the Board pot to carve up the UP/SP system, and pot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settement Agreements. Such approval wil maintain and increase
competition throughout the westem United States and allow UP to fulfill its commitment 1o invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare under penalty of perjury that the foregeing is true ane' correct. Further, | certify that
I am qualified and authorized to file this venified staternent, Executed on Apnil _ 2~ 1996
/;’,‘,’:’(’ ; Cf{/’
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ﬁ GIRSA, INC.

Mr. Vemon Willlams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surfacs Transportation Board
(m)wmmmﬂmnmmmofmmmm parts of the
mmUPISPmmhtmmdMSPW(EPm New Orieans and Eagte
Pass/Brownsvilie-Chicago) and in the Centrai Comidor (Stockten, CA - Henngton, KS):

These conditions should not be imposea for the following reasons:

UP is the only carrier to offer to purchase the entire SP and to provide a detailed

Shippers would lcse gingle-ine service ¥ these fines were sold off. Instead cf having
two comorehensive, competitive rall networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westem rail system.

The temencous public benefits associated with the UP/SP merger. including
increased capacity and Taster, more reliable service, ‘aouid be significamly reduced
or eliminated.

Other camiers want o "che:ry pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines woulid face an uncertain future of nct knowing which raiiroad
wouid provide service, or the prospect of being served by a small rairoad whose
abitity to prowide servics is a compieta unknows.

Imposing these conditions could undo UP/SF's pro-competitive settiement with

BN/Samta Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismemberment of SP and the loss of vital rail service.

As a concamed rsil user who will be adversely impacted by . ese proposed divestiture
conditior:s, | urge the Board not to carve up the UP/SP systam, and not to jecpardize the UP/SP
merger. | strongly urge the STE not to grant these conditions and tc approve the UP/SP merger
conditioned only by the Settlement Agreements. Such approval will maintain and increase
competiion fwuughout the westem United States and sliow UP to fulffll its commitment to invest an
acditional $1.3 bilfion in capital expenditures mto a combined UP/SP system.

| deciare under penaity of perjury that the foregoing is true and corect. Fumnrlendlythn
| am qualified and uuthorzed to file this venied statement. Executsd on Apdl_A¢ 7, 1996.

CL”Q‘L A- LoG-:S kcf (oau.u:vn %M
(Signature) L Tige)
GIASA Tt
(Company)

12450 Greenspoint Dr., Sulte 1310 / Houston, Texas 77060-1917 / 7T13-874-088E / FAX 713-874-0860




L7014 Stare Highway 60
P, Box 628
lohnstown. () RS

Fhone (9701387 813
Fax 1970) 5876536

April 25, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315
12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760

Dear Mr. Williams:

Several parties have filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of significant

portions of the proposed merged Union Pacific and Southern Pacific Railroad
(UP/SP} system, including the east end of the SP system (Eagle
Pass/Brownsville-Chicago) and in the Central Corridor (Stockton, CA -
Herington, KS):

These conditions should not bte imposed for the following reasons:

1. UP is the only carrier to offer to purchase the entire SP and tn -
provide an operatinn plan that will produce significant service
improvements.

Shippers would lose single-line service if these lines were sold
off. Instead of having two comprehensive, competitive rail
networks -- UP/SP and Burlington Northern/Santa Fe -- shippers
could face a splintered western rail system.

The benefits associated with the UP/SP merger, including
increased Capacity and faster, more reliable service, would be
significantly reduced.




Users of these lines would face an uncertain future of not
knowing which raiiroad would previde service, or the prospect
of being served by a small railroad whose ability to provide
service is @ complete unknown.

Imposing these conditions could cause the entire UP/SP merger
«v be abandoned -- risking the dismemberment of Sp and the
loss of vital rail service.

As a concerned rail user who will be impacted by these proposed divestiture
conditions, ! urge the Board NQl to carve up the UP/SP system, and not to
jeopardize the UP/cr merger. | urge the STB not to grant these conditions
and to approve the UP/SP merger conditioned only by the Settiement
Agreements. Such approval will maintain and increase competition
throughout the western United States and aliow the UP to fulfill its
commitment to invest an additional $1.3 billion in capital expenditures into a
combined UP/SP system.

I certify that | am qualified and authorized to file this verified statement.

(Signature)

Vice President
GTC Nutrition Company




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3318

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that weuld result in divestitures of massive and crucial parts of the
merged UF/SP system on the east end cf the SP system (El Paso - New Orieans and Eagie
Pass/Brownsville-Chicago) and in the Central Corrider (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

1. UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan that wili produce significant service improvements.

Shippers would lose single-line service if these lines were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westem rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other carriers want to "chery pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a small railroad whose
ability to provide service is @ complete unknown,

Imposing these conditions could undo UP/SP's pro-competitive settlement with
BN/Sania Fe, and cause the entire UP/SP merger to be abandoned - risking the
dismemberment of EP and the loss of vital rail sarvice.

As a concemed rail user who will be adyersely impacted by these proposed divestiture
conditiens, | urge the Board not to carve up the UP/SP system, and pot to jecpardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settiement Agreements. Such approval will maintasin and increzse
competiton throughout the westem United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare under penaity of perjury that the foregoing is true and correct. Furtherblécrtify that
| am qualified and autherized to file this verified statement. Executed on April 2 3% 1966.

/ 4Signature) | @ :
,éc%?/zoz_— M2 TD .
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LOGAN LUMBER COMPANY

2272 LARKIN CIRCLE * SPARKS, NV 89431 » TELEPHONE: (702) 359-7300 « FAX: (702; 359-7087

April 23, 1996

Re: UP/SP Merger F.D. No. 32760

Logan Lumber Cor pany, Sparks, Nevada, on a national scale, would
probably be qualified as a tcmall inbound receiver of rail freight.
Nevertheless, our very existence depends upon timely shipments.
Utopia would be a continuous, one-owner railroad from East to West,
or vice-versa. Switching cars from one railroad to another takes
time, and time becomes profit. :

In our estimation, divesture of any part of SP or UP would be
disastrous. It is our belief the merger of UP-SP is one of the
most important actions that could happen to transportation today,
along with the competetive settlement being arranged with the
BN/Santa Fe.

We ship products from the midwest, the southeast, south and of
course, the west coast, into our market area. Our very existence
depends upon timely delivery.

We therefore ask for your assistance in maintaining the SP-UP
railroads as a complete entity, as they are today. The importance
of maintaining these railroads as they are today is not only
important to Logan Lumber Company . but of primary importance to
the entire West Coast.

Sincerely,

WinstonW. Logan
President

/map
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April 23th, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N. W
Washington, D.C.

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board (STB) requesting
conditions that would result in divestitures of massive and crucial parts of the merged UP/SP system on the
east enc of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago) and in the
Ceriral Comidor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

1. U P is the only carrier to offer to purchase the entire SP and to provide a detailed operating plan that
will produce significant service improvements.

2. Shippers would lose single-line service if these lines were sold off. Instead of having two
comprehensive, competitive rail networks — UP/SP and BN/Santa Fe - shippers would face a
splintered western rail system.

3. The tremendous public benefits associated with the UP/SP merger, including increased capacity and
faster, more reliable service, would be significantly reduced or eliminated.

4. Other carriers want to “cherry pick” valuable parts of the UP/SP system for their own benefit.




5. Users of these lines would face an uncertain future of not knowing which railroad would provide
service,ormeprospectofbeingservedbyasmdlrailroadwhoseabilitytoprovideserviceisa

complete unknown.

6. Imposiug wese conditions couid undo UP/SP’s pro-competitive settiement with BN/Santa Fe, and
cause the entire UP/SP merger to be abandoned — risking the dismemberment of SP and the loss of
vital rail service.

Asamnoemedraluserwmmlbeadvemdyimmdbymsepmmseddvesﬁmﬁwndﬁons. | urge
the Board not to carve up the UP/SP system, and not to jeopartize the UP/SP merger. | strongly urge the
STB not to grant these conditions and to approve the UP/SP merger conditioned only by the Settliement.
Agreements. Such approval will maintain and increase competition throunghout the western United States
and allow UP to fulfill its commitment to invast an additional $1.3 billion in capital expenditures into a
combined UP/SP system.

| declate under penaity 'urymatmeforegoingistrueandcorrectFumer.lcem’fymatlanqualiﬁed
and aufhorized to fiie statement. Executed on April 24 1996.

’ )1
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MACH ONE

P.0. BOX 3009

SHAWNEE, KANSAS 66203
PHONE: 913) 9620693
FAX: 913 631-2489

April 23, 1996

Mr. Vernon Williams, Secretary

Sur face Transportation Beoard

Foom 3218

12th and Constitution Avenue, N.Uu.
Washington, D.LC.

Fe: UP/SF Merger, F.D. No 32760
Dear Mr. Williams:

It has been called to our attention that as of March 29,
1336, multiple comments had been filed with STE, which
contained proposals which would result in divesting

the merged system of integral lines essential to smooth
operation of cur busines.

Since our business invalves the movement of hazardous
materials we are concerned about both the availability
of competitive transportation and the safe movement of
those materials. Naturally, the shorter the route--the
safer the movement.

The purchase plan of SF by UP contains a detailed
cperation plan, which we believe meets cur requirementes
for cost effective-safe railcar movements.

In conducting cur business we serve a number of facilities
in California, Kansas, Louwisiana and Texas. The proposals
involve divesture of available single line cervice to
our customers involved in shipping sensitive material.

The only reason for these proposals iz to permit other
lines to picl and choose essential parts of the "new"
system they would like to acquire for their own financial
and competitive advantage.

We strongly cppose these tonditions, which would place our
numercus customers in the 'mtenable position of having
their transportation ner placed on the auction blevck 1o
lines with unknown eff v . iveneez and ability to serve them
and meet their trans - cation requirements

I declare under penalty of perjury that the foregoing is
true and correct. Further, I certify that I am qualified
and authcorized to file this verified statement executed
the ds ] aboye mentioned.

Exec. V.P. Fresident. MACH I, Inc.
wobert Van Horn




-

2819 22nd Street
Wyandotte, Ml 48192
(313) 282-1960 FAX 313 282 1563

Aprnil 23, 1996

Mr. Veaxnon Williams, Secreianry

SURFACE TRANSPORTATION B2ARD, ROOM 3315,
12th & CONSTITUTION AVENUE N.Ww.,
WASKINGTON D.C. 20423-0001

RE: UP/SP MERGER - FD NO. 32760

Dear Mrn. Williams:

Please neference my verified statement dated Octoben 12,
1995, sirongly supporiing tne menger of the Union Pacific
and Zhe Southean Pacific Railnroads.

Having being exposed Lo the BNSF merged operation for Zhe
pasl few monihs, L% has become very obvious that a stnong
competitive element such a4 the proposed SP/UP merger musi
come aboul 4in the very nearn fulure to imhibit the highenr
nates That are curnently being quoted by the BNSF. These
higher raZe thail are being quoted by the BNSF are on single
Line nates that were published by the Santa Fe.

I Zruthfully expected to see nedauctions in nates on the
basis of coét neductions that the combined BNSF would
achive and pass on to shipperns buil this is centainly not
the case: at Least forn the shipmenit of steel producits.

IZ L8 impenative that a 4trong, neliable and workable
competitive gactor, such as the proposed SP/UP mergen be
approved and 4imp’emented in the shontest Zime framewonrk

Lo provide immediale compelilion on a system wide basis 2o
the BNSF.

Stmcenely 2 g M

‘Manager, Traffic Services




MERIDIAN

Aggregates Company

April 24, 1996

Mr. Vernon Williams, Secretary

Surface Transportation Board

12th & Constitution Avenue N.W., Room 3315
Washington, DC 20423-0001

Re: UP/SP Merger, F.D. No. 32760

Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board (STB)
requesting conditions that would result in divestitures of massive and crucial parts of the merged UP/SP
system on the east end of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago)
and in the Central Corridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the follcwing reasons:

i

UP is the only carrier to offer to purchase the entire SP and to provide a detailed operating plan that
will produce significant service improvements.

Shippers would lose single-line service if these lines were sold off. Instead of having two
comprehensive, competitive rail networks -- UP/SP and BN/Santa Fe - shippers would face a
splintered western rail system.

The tremendous public benefits associated with the UP/SP merger, including increased capacity and
faster, more reliable service, wculd be significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable parts of the UP/SP system for their own benefit.

Users of these lines would face an vncertain future of not knowing which railroad would provide
service, or the prospect of being served by 2 small railroad whose ability to provide service is a
complete unknown.

Imposing these conditions could undo UP/SP’s pro-competitive settlement with BN/Santa Fe, and
cause the entire UP/SP merger to be abandoned - risking the dismemberment of SP and the loss of
vital rail service.




Mr. Vernon Williams
April 24, 1996
Page Two

As a concerned rail user who will be adversely impacted by these proposed divestiture conditions, I urge
the Board not to carve up the UP/SP system, and pot to jeopardize the UP/SP merger. I strorgly urge
the STB not to grant these conditions and to approve the UP/SP merger conditioned only by the
Settiement Agreements. Such approval will maintain and increase competition throughout the western
United States and allow UP to fulfill its commitment to itvest an additional $1.3 billion in capital
expenditures into a combined UP/SP system.

Very truly your

Nl O

John C. Genova
Vice President, Marketing




Mr. Vemon Williams, Secretary
Surfage Transpentation Baard
Room 2218

12th and Constitution Avenue N W,
Wachington, D.C. 20422.0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestituras of massive and crucial parte of ‘he
merged UP/SP system on the east end of the SP system (Ei Paso - New Orleans and Esgle

Pass/Brownsville-Chicago) and in the Central Comdor (Stockton. CA - Herington. KS):
These ccnditions should not be imposec for the following reasons:

1. UP is the only camier to offer to purchase the entire SP and to provide a detailed
operaung pian tnat will produce significant service improvemerts.

Shippers would lose single-ine service if these fines were sold off. insizad of having
w0 Comprehensive, Competiove raii networks — UP/SP and BN/Santa Fe ~— shippers
would face a spiintered weslern raii system.

The tremendous public benefits associated with the UP/SP merger, inciuding
mcreased capacity and faster, more reliable seivice, would be significanty reduced
or aliminated,

Other camiers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit

Users of these lines wouk' face an uncertain future of not knowing which rairoad
Mpmvﬁosmﬁce.whomsmddbdngmbyasmu!nﬂmaé%m
ability to provide sarvice is a complete unknown .

imposing these conditions could undo UP/SP's pro-competitive settiemnent with
BN/Santa Fe, and cause the entire UP/SPmmtoboabanaomd-ﬁskingm
aismemberment of SP and the loss of vital rail service.

A-.mmmmwumimmwmmmm
conditions, | umtheaoudmwmupmuwspsynm,mmgwm«diuMUPISP
merger. | strangly uige the STB not o grant these
conditioned only by the Seitiement Agreements.
additonal 1.3 bilion in

lmmmammmmiswnmm Further, | centify that
| am qualified and authorized to file thie verfiss statement. Eaecuted on Apni 22X | 1995,
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PHILLIP'S CGATTLE CO., INC.

502 East Barioni Blvd.

P.O. Boa 728 * Imperial, CA 92251
Phone (619) 355-1175
FAX (619) 355-1174

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315

‘2th and Constitution Avenue, N.W.
Vashington, D.C. 2042:-0001

RE: UP/SP Merger, F.D. No.32760@
Dear Mr. Williams:

On March 29, 1956 several parties filed comments with the
Surface Transportation Board (STB) requesting conditions that would
result in divestitures of massive and crucial parts of the merged
UP/SP system con the east end of the SP system (El1 Pasu - New
Orleans and Eagle Pass/Brownsville-Chicago) and in the Central
Corridor (Stockton, CA -Herington, KS):

These conditions should not be imposed for the following
reasons:

' % Up is the only carrier to offer to purchase the entire SP
and "o provide a detailed operating plan that will
preoduce significant service improvements.

Shippers would lose single-line service if these lines
were sold off. Instead of having two comprehensive,
competitive rail networks--UP/SP and BN/Santa Fe --
shippers would face & splintered western rail system.

The tremendous public benefits associated with the UP/SP
merger, 1including increased capacity and faster, more
rellable service, would be significantly reduced or
eliminated.

Other carriers want to "cherry pick" valuable parts of
the UP/SP system for their own benefit.

Users of these lines would face an uncertain future of
not knowing which railroad would provide service, or the
prospect of being served by a small railroad whose
ability to provide service 1s a complete unknown.

Imposing these conditions could undo UP/SP’s pro-
competitive settlemert with BN/Santa Fe, and cause the
entire UP/SP merger to be abandcned - risking the
dismemberment of SP and the loss of vital rail service.




PHILLIP'S CATTLE CO., INC.

502 East Bar‘oni Bivd.

P.O. Box 728 « Imiperial, CA 32251
Phone (619) 355-1175
FAX (619) 355-1174

As a concerned rail user who will be adversely impacted by
these proposed divestiture conditions, I urge the Board not to
carve up the UP/SP system, and not to jeopirdize the UP/SF merger.
I strongly urge the STB not to grant these conditions and to
approve the UP/SP merger conditioned only by the Settlement
Agreements. Such approval will maintain and increase competition
throughout the western United States and allow UP to fulfill its
commitment to 1invest an additicnal $1.3 billion 1in capital
expenditures into a combined UP/SP system.

I declare under pPenalty of perijury that the foregoing 1s true
and correct. Further, I cert ify that I am qualified and authorized
to file this verified statement. Executed on April 19 , 1996.

G Vi [V

N

!Signature) (Title)

Wl Caxle G

(Company)




PILGRIM'S
PRIDE

DECLARO BAJO PROTESTA DE DECIR VERDAD DE: CARLOS CAMPOS CONTRERAS,
EN REPRESENTACION DE PILGRIM'S PRIDE, S.A. DE C.V.

MI NOMBRE ES: CARLOS CAMPOS CONTRERAS, OCUPQ EL PUESTO DE JEFE DE
TRAFICO. LA RESPONSABILIDAD CONSISTE EN DARLE SEGUIMIENTO A LOS

EMBARQUES POR CAMION 0 FURGON PARA EVITAR PAROS EN LAS PLANTAS -
POR FALTA DE INSUMOS, ADEMAS DE UTILIZAR EL FLETE MAS CONVENIENTE
REDUCIR Y ELIMINAR LOS PAGOS POR CONCEPTOS DE DEMORAS.

LA EMPRESA SE DEDICA A LA ELABORACION DE ALIMENTO BALANCEADO PARA
LA AVICULTURA (CONSUMO PROP: ', ASI COMO A LA PRODUCCION DE CARNE
DE POLLO. LOS INSUMOS SON tNVIADOS A NUESTRAS CUATRO PLANTAS DE

PROCESO, UBICADAS EN LAS CIUDADES DE SALTILLO, SAN LUIS POTOST v
QUEFETARO. LOS PRINCIPALES URIGENES DE DOS DE LOS INSUMOS IMPOR-
TADOS POR FERROCARRIL (MAIZ / SORGO) SON DE LOS ESTADOS DE ILLI-
NOIS, NEBRASKA, TOWA, KANSAS V¥ TEXAS, A TRAVES DE LAS FRONTERAS

DE LAREDO, EAGLE PASS Y BROWNSVILLE. E’' VOLUMEN APROXIMADO QUE -
SE REQUIERE ES DE 360,000 TONELADAS ANUALES.

CONOCEMOS DEL PROYECTO DE FUSION DE LOS FERROCARRILES UNION PACI-
FIC ¥ SOUTHERN PACIFIC, Y CREEMOS QUE ESTO ES BUENO, PORQUE DARA
COMO RESULTADO UN FERROCARRIL MAS FUERTE, MAS COMPLETQ Y MEJOR -
INTEGRADO EN SU SERVICIO DE TRANSPORTE.

PARTE DE LOS BENEFICIOS QUE PODEMOS IDENTIFICAR SON LOS SIGUIENTES:

A} DAR UN SERVICIO DIRECTO INTEGRAL CON UN SOLO FERROCARRIL.
B) RUTAS MAS CORTAS Y CON MENOR TIEMPO DE RECORRIDO.

C)  MAYOR DISPONIBILIDAD DE EQUIPO ¥ MEJOR DISTRIBUCION ¥ UTILIzZA
CION DEL MISMO.

TENER ALTERNATIVAS DE D0S FERROCARRILES IMPORTANTES V FUERTES
QUE TIENEN ACCESO A LAS FRONTERAS QUE MAS UTTLIZAMOS AL HABER
SELE CONCEDIDO AL BN/SF DERECHOS DE USO DE VIA A BROWNSVI-=
LLE E EAGLE PASS.

PILGRIM’'S PRIDE, S.A. de C.V.

Av. § de Febrero 1408 Col. San Pablo 76130 Querétaro, Qro.
Tels. 17-01-78, 17-03-24, 17-04-91, 17-08-97, 17-09-84, Fax. 17-02-04




PRIDE

POR LO TANTO, APOYAMOS LA FUSION DEL UP/SP, CON LA SEGURIDAD ©DE
QUE HARA FRENTE AL RETO COMPETITIVOQ DE SERVICIO, DE DESEMPENO y
DE EFICIENCIA QUE TIENE CON EL .

SR. CARLOS ¢
JEFE DE

YO, CARLOS CAMPOS CONTRERAS, DECLARO BAJQ PROTESTA DE DECIR VERDAD
QUE LO ANTES ESCRITO ES CORRECTO ¥ VERDADERO. ADEMAS CERTIFICO -
QuE ESTOY CAPACITADO VY AUTORIZADC PARA PRESENTAR ESTA DECLARACION.

QUERETARO, QRO., 01 DE ABRIL DE 1996,

ATYENTASENTY S

A

SR. CARLOS AMROS CONTRERAS
JEFE DE TRAFICO.

PILGRIM'S PRIDE, S.A. de C.V.

Av. 5 de Febrero 1408 Col. San Pablo 76130 Querétaro, Qro.
Tels. 17-01-78, 17-03-24, 17-04-91, 17-08-97, 17-09-84, Fax. 17-02-04




SWORN STATEMENT MADE BY CARLOS CAMPOS CONTRERAS ON BEHALF
OF PIL.GRIM'S PRIDE, S.ADEC.V.

MY NAME 1S CARLOS CAMPOS CONTRERAS, AND 1 HOLD THE POSITION
OF TRAFFIC MANAGER. MY DUTIES CONSIST OF PROVIDING FOI1OWUP
: 1§ ON SHIPMENTS MADE BY TRUCK OR RAIWAY CAR IN ORDER
‘7O AVOID PLANT STOPPAGLS DURE TO ‘[#1K 1 ACK OF SUPPLIES, IN
- FRIUGHT SERVICE FOR
YMEN'TS ARISING DUE

OF THL: SUPPLIES IMPORTED 1Y RAIL (CORN/SC
OF ILLINOIS, NEBRASKA, JOWA, KANSAS AND TEXAS, BY MEANS OF THE
BORDER CROSSINGS OF LARRDO, EAGLE PASS AND BROWNSVILLE. THE

APPROXTMATE VOLUME REQUIRED I8 560,000 TONS PER YEAR.

WE ARE AWARE OF TIIE PLAN TO MERGE TIIE UNION PACIFIC AND
SOUTHERN PACIFIC RAILWAYS, AND BELIEVE THIS IS GOOD ASIT WILL
ONGER, MORE COMP1ETE AND BETTHER INTEGRATED

RAILWAY AS REGARDS TRANSPORTATION SFRVICES.
SOMI OF THE SERVICES WE CAN [DENTIFY ARE THE FOLLOWING: .

A)  THE PROVISION OF A COMPLETE DIRBCT SERVICE WITH A
SINGLE RAILWAY.

B) SHORTER ROUTES WITH BETTER RUNNING TIMEF.

<) DITTOR AVAILADILITY OF DQUI™MLNI" AMD RETTRR DISTRIUTION

AND UTILIZATION OF SAME.

P) TOHAVETHE ALTERNATTVE OF TWO STRONG AND IMPORTANT
RAILWAYS WITH ACCESS TO THE RORDER CROSSINGS MOST USED
BY OURSELVES, SINCE BN/SF A8 BEEN GRANTED RIiGHTS TO
UTILIZE TME LINE TO BROWNSVILLE AND LAGLE PASS.

WEF. THEREFORE SUTPORT THE UP/SP MERGER, ARD ARE CONFIDENT




YOURS VERY TRULY,

CAR!D!CAMPOSCONTRERAS.
HRAD QOF TRAFTIC.

1, CARLOS CONTRERAS, DECILARE UNDER OATH THAT THE FOREGOING 1S
CORRECT AND TRUR, AND AISO CERTIFY ‘THAT] AM EMPO
AUTHORIZED TO FILE THIS STATEMENT.

QUERETARQ, QRO., APRIL L, 1996,

CARLOS CAMPOS CONTRERAS
HEAD OF TRAFFIC

eC8TSPZ XV4




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/ISP Mesger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP System (El Paso - New Orieans and Eagle
Pnssl&nwnsville-Chicago) and in the Centsal Corridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the foliowing reasons:

B UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operaling plan that will produce significant service improvements.

two comprehensive, competitive rail networks —
would face a splintered westem rail system.

The tremendous public Lenefits associated wilh the UP/SP merger, including
increased capacitv and faster, more refiable service, would be significantly reduced
or eliminated.

Other cartiers want to "chenry pick” valuable parts of the UP/SP system for their own
benefit. T ; - 4]

Users uf these lines would face an uncertain future of not knowing which railroad
would provide setvice, or the prospect of being served by a small railroad whose
ability to provide service is a complete unknown.

Imposing these conditions could undo UP/SP's
BN/Santa Fe, and cause the entire UP/SP merger to be
dismmtbemnntofSPmdﬂwbssofﬁumm

As a concemed rail user who will be impacted
conditions, | urge the BoammmmethPISPmmmngbkomtnme UP/SP
merger. lmmlyumounsmnouogmﬁmcondiﬁmmdbmemeUPISPmm
conditioned only by the Selliement approval will maintain and increase
it UibdsmcsmdauowUPbMﬁniuwummqucn
penditures intc a combined UP/SP system.

perjuylhatﬁnfonegoingiskuemm Further, | certify that
ed lo file this verified stalement. Executed on April 2_2 , 1996.




PRECISION

FLAMECUTTING
AND STEEL, INC.

PO. BOX 55948 « HOUSTON, TEXAS 77255 + PHONE (713) 861-6171
FAX (713) 864-640C

April 25, 1996

RE: UpP/SP Merger, F.D. No. 32760
Dear

On March 29, 1996 several parties filed comments with the Surface
Transportation Board (STB) requesting conditions that would result
in divestitures of massive and crucial parts of the merged UP/sSP
system on the east end of the Sp system (El Paso - New Orleans and
Eagle Pass/Brownsville-Chicago) and in the Central Corridor
(Stockton, CA - Herington, KS):

These conditions would not be imposed for the following reasons:

3 UP is the only carrier to offer to purchase the entire SP and
to provide a detailed operating plan that will produce
significant service improvements.

Shippers would lose single-line service if t' se lines were
sold off. 1Instead of having two comprehensive, competitive
rail networks - UP/SP and 3N/Santa Fe - shippers would face a
splintered western rail system.

The tremendous public benefits associated with the UP/SP
merger, including increased capacity and faster, more reliable
service, would be significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable parts of the
UP/SP system for their own benefit.

Users of these lines would face and uncertain future of not
knowing which railroad would provide service, or the prospect
of being served by a small railroad whose ability to provide
service is a complete unknown.

Imposing these conditions could undo UP/SP’'s pro-competitive
settlement with BN/Santa Fe, and cause the entire UP/SP merger
to be abandoned - risking the dismemberment of SP and the loss
of vital rail service.

As a concerned rail user who will be adversely impacted by these




Proposed divestiture conditions, I urge the Board Dot to carve up
the UP/SP system, eopardize the UP/SP merger. I
Strongly urge the STB not Lo grant these conditions and to approve
the UP/sp merger conditioned only by the g

Such approval will maintain and i

western United States and allow

invest an additional $1.3 billio

combined UP/SP system.

I declare under penalty of pPerjury thxt the foregoing is true and
correct. Further, I certify that I am qualified ang authorized to

///fiig,;hfs‘yerified € ent. Executed on April 25,

JWS/tb 1558




Mr. Vermon Williams, Secretary

Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merge’, F.D. No. 32760
Dear Mr. Williams:

Orleans and Eagle
gton, KS):

These conditions should not be imposed for the following reasons:

; UPisthcomyamortooffermpurchasemeenﬁreSPandtoprvvideadctailod
operating plan that will produce significant service improvements.

Shippers w “iid lose single-line service if these lines were sold off. Instead of having
two com- - shensive, competitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westem rail sSyst-m.

or eliminated.
Omerarﬁerswamm“d';myplek"vm parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
thoprospectafbeingm.dbyasnuunh.dwtm.
i Nknown

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismemberment of SP and the loss of vital rail service.

Asaconeemedrailuscrmwilboadversew
conditions, | urge the Board

pmdtyofpequymatmefonooinqismmma. Further, ) certify that
ffied and authorized to file this verified statement Executed on April 1986.

il Vily wam/ ' @m’




Apnl 25, 199

Mr. Vernon Wiiliams, Secretary
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N W.
Washington, D.C. 20423-0001

Re: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams,

itures of massive and crucial parts of the
of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago) and in the Central Corridor

(Stockton, CA - Herington, KS):
These conditions shouid not be imposed for the following reasons:

UPistheonlycuﬁenooﬂ‘a!opm'chaset!wcnureSPmdtopmvide
2 detailed operating plan that will produce significa-t improvements.

Shippers would lose single-line service if these lines w. ve sold off. Instead
of having tow comprehensive, competive rail networks- JP/SP and
BN/ATSF-shippers would face a splintered western rail s\ stem.

The tremendous public benefits associated with the UP/SP racrger, including
increased capacity and faster, more reliable service, would be significantly
reduced or eliminated.

Other carriers want to “cherry pick” valuable parts of the UP/SP system for
their own benefit.

Umoftbaehnawmﬂdfwemmmumﬁxmreofnotknowmgudﬁch
mﬂxudwwldpmvidesernce,otmepmmofbemgmedbyasxmn
railroad whose ability to provide service 1s a complete unknown.

Imposing these conditions could undo UP/SP’s pro-competitive settlement
with BN/ATSF, and cause the entire UP/SP merger to be abandoned--risking
the dismemberment of SP and the loss of vital rail service.

AsaeonocmedmiluscrwhowillbcadvemelymmacwdbyMepmposeddivmmmditions,lmgcthe
BoardnotmwvcuptheUPISPsyuan,mdnotmjcopndmmeU?/Snga. I strongly urge the STB not to
grant these conditions merger conditionex only by the Settlement Agreements. Such

! 1 increase competition throughout the western United States and allow UP to fulfill its
commitment to invest an additional $1.3 bﬂlionmcapmlexpendmmmwacaubmedUPISPsynm

! declare under penalty of perjury that the foregoing is true and correct. Further, I certify that | am qualified
and authorized 14 file this verified statement Executed on April _.) — 1996

L///, 4/25/96

Sclhce,. o - (Titie)
/ i \) —~ (__“h’

RAIL VAN, INC.

40C W. Wilson Bridge Road P.O. Box 328 Worthington, Ohio 43085
614-436-6262 800-837-7584




1555 U Hawsthowne Sane + Uest Chicage, Hinai 601851521
6350-876-0600 + Fax 630-876-0674

Consmonind Shdvstiial Resicential

Mr. Vemon Williams, Secretary April 23, 1996

Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation
(STB) requesting conditions that would resuit in divestitures of massive and crucial parts of
merged UP/SP system on the east end of the SP system (E! Paso - New Orleans and Eag
Pass/Brownsville-Chicago) and in the Central Coridor (Stockton, CA - Herington, KS): g

These conditions should not be imposed for the following reasons:

UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

Shippers would lose single-ine rervice if these fines were sold off. Instead of havi
two comprehensive, competitive rail networks ~ UP/SP and BN/Santa Fe - ship,
would face a splintered westem rail system.

The tremendous public benefits associated with the UP/SP merger, induﬁz
mmmfaw.mnmm.wmm i redu
or eliminated.

mmmbmﬁwm parts of the UP/SP systemformeirovjp
Jenefit.

Us-mdmeseﬁtnswou!dfmanmmmhfunu‘ofmtknmnwﬁdnra;‘wo
Mpmﬁe%.whmweddhhgsomdbyasmnm-dm:
abiﬁtytoprovideurviceisacompletemkmwn. ‘

Imposing these conditions could undo UP/SP's pro-competitive settiement wi
BN/Sarita Fe, and cause the entire UP/SP merger to be abandoned - risking
dismmbememofSPandmcbsscfviwmsewioe.




1555 YW Hovsthorne Sane * Ubst qﬂt'ca#a, Sirncds 60185-1897

630-876-0600 + Sz 630-876-0674

ggZﬂavuacdz/ gﬁgaﬁau&da/ 522m24yuﬁz/

As a concemed rail user who will
conditions, | urge the Board not to carve up the UP/SF System, and pot to jenpardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
condwomdonlybymc&mmentAmmm. Such approval will maintain and increase
mﬁonemmmowemmasummmupwmmmmmwmmm
additional S1.3bﬂonincapihlexpondimsmaeombhedUPISP system.

PRESIDENT
(Tie)

SCARPELLI MATERIALS

(Company)

Thark Bhcw Fon Thinking O Us




SCHNITZER STEEL PRODUCTS

1101 Embarcadero West (94607) PO.Box 747 Oakland. California 94604
Phone (510) 444-3919 FAX (510) 444-3370

April 17, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3515

12th and Constitution Avenue, N. W.
Washington, D. C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760

Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface
Transportation Board (STB) requesting conditions that would
result in divestitures of massive and crucial parts of the merged
UP/SP system on the east end of the SP system (El Paso-New
Orleans and Eagle Pass/Brownsville~-Chicago) and in the Central
Corridor (Stockton, CA-Heringten, KS):

These conditions should not be imposed for the following reasons:

1. UP is the only carrier to offer to purchase the
entire SP and to provide a detailed operating plan
thit will produce significant service improvements.

Shippers would lose single-~line servi~-~ if these
lines were sold off. instead of having two
comprehensive, competitive rail networks-UP/SP
and BN/Santa Fe-shippers would face a splintered
western rail system.

The tremendous public benefits associated with
the UP/SP merger, including increased capacity
and faster more reliable service, would be
significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable
parts of the UP/SP system for their own benefit.

Users - . these lines would face an uncertain future
of not know.ng which railroad would provide service,
or the prospect of being served by a small railroad
whose ability to provide service is a complete unknown.

Imposing these conditions could undo UP/S®P's pro-
competitive settlement with BN/Santa Fe, an<i cause

the entire UP/SP merger to be abandoned-risking the
dismemberment of SP and the loss of vital rcil service.

As a concerned rail user who will be adversely impacted by these.
proposed divestiture conditions, I urge the Board not to carve up

@




Mr. Vernon Williams, Secretary
April 11, 1996
Page 2

the UP/SP system, and not to jeopardize the UP/SP merger. I
strongly urge the STB not to grant these conditions and to

the UP/SP merger conditioned only by the Settlement Agreements.
Such approval will maintain and increase competition throughout
the western United States and allow UP to fulfill its ccmmitment
to invest an additional $1.3 billion in capital expenditures into

a combined UP/SP system.

I declare under penalty of perjury that the foregoing is true and
correct. Further, I certify that I am qualified and authorized -
to file this verified statement. Executed on April 17, 1996.

AT Gy fon
/4”27@ Pzt

(Company) ¢

up/sp.merger




O TOYOTA

L T . s .

Jim Hall

. f Mator Sales, 1 LS A e

Corparate Managoer m

Lingstucy Planning and Administration e e
“lerranee, CA G000

April 26, 1996

Mr. Versoa Williams

Secretary

Surface Transponation Board
Ruom #3315

12® and Coostitutios Aveaue, N.W,
Washiagion, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear M. Williams:

On March 29, 1996 several parties filed commests with 1be Surface Transportation Bomed
(STB) requesting conditions thar would resull in divestitures of massive and crucial patts of
the merged UP/SP sysiem on the east end of the SP sysiem (E! Puso - New Orleans and
Eagle Pass/Brownsville-Chicagn) 2od in the Central Corrider (Siockion, CA Hemingron,

KS):
These coaditians should not be imposed for the followiag reasons?

I. To the best of our kmowledge, UP is tbe anly carrier 10 offer 10 purchase the entire sp
and 10 pronde 8 deailed operating plen that will praduce ugnificant sevice
improvements.

Shippers would lose single-lice service if these lines were sold off. Insiead of baving
two cumprehensive, competitive rail nerworks -+ UP/SP aud BN/Santa Fe - shippas
would face a splintered westem rail system.,

Anticipated beaefits ussociated with the UP/SP merger, include increasd capacity and
faster, more reliable service, would be significantly reduced or elimiaated.

Acccedingly, Toyota urges the Boaid 10 0ot cansider these proposed divestiture ronditions,
but 1o rule on the UP/SP merger conditioned mnly by the Settlement Ageements already
submutted in conjunction with 1be proposed merger.




CITY HALL + 250 EASTL STREET + BENICIA. CA 94510 + (T07)"30-4200

April 25, 1996

Facsimile Transmission (202) 778-5338

Mr. Vernon Williams
Surface Transportation Board

Subject: UP/SP MERGER CASE, FINANCE DOCKET NO. 32760, UNION
PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY
AND MISSOURI PACIFIC RAILROAD COMPANY -—- CONTROL AND
MERGER SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN
PACIFIC TRANSPORTATION COMPANY ET. AL.

Dear Mr. Williams:

This is a verified statement of Otto Wm. Giuliani, City Manager of the City of Benicia,
California. The City of Benicia supports the above proposed merger action founded on the following
beneficial City impacts:

. Raise the economic and fiscal competitiveness of the Benicia Port to retain existing
industry and attract industry dependent on efficient rail transportation services.

Increase public health and safety as UP has the capital resources to make the
necessary new investment in track maintenance and repairs.

Create new job, revenue and investment opportunities through linkages with the
Benicia Port. For example, Mazda Motor Company is expected to relocate their
Oakland based operation to Benicia pending merger approval

UP is known for providing top quality rail transportation services to business and
industry. Therefore, the City expects positive economic development outcomes from
this merger including new jobs, municipal revenues and indirect economic job and
revenue benefits for the community

Help our existing industrial base to be more competitive as UP can provide more
efficient operations that wiil mean lower costs for companies located in the Benicia
Industrial Park and, thus, greater economic competitiveness for the City of Benicia.

ZRNEST F. CLARROCCHI, Mayor OTTO WM. GIULIANI, City Manager
Members of the City Council VIRGINIA SOUZA, City Treasurer
CAREY CORBALEY Vice Mayor + JOHN SILVA * JERRY HAYES * PEPE ARTEAGA FRANCES GRECO, Ciiy Clerk

LEs 1%l @ Faper




Mr. Vernon Williams
Page 2

Measurably elevates the quality of rail services provided to Benicia Industrial Park
firms that will help the City retain existing business firms and encourage expanding
firms to expand in Benicia.

Therefore, the City of Benicia strongly urges favorable action on this matter Thank you for
vour consideration

Sincerely,

Otto Wm. Giuliani ?

City Manager

Attachment
. Verification

cc: Assistant City Manager/Economic Development Director

//spltr//




State of California
County of Solano

[, Otto Wm. Giuliani, declare under penalty of perjury that the foregoing is
true and correct. Further, I certify that [ am qualified and authorized to file
this verified statement. Executed on the 25th day of April, 1996.

/92 : %’@2
Otto Wm. Giuliani

City Manager

Subscribed and sworn to before me this 25th day of April, 1996.
Y, O
Notary Public CHR
; y - SOLANO COUNTY 4

/
P 5 '
My Commission Expires: J gusd | 3} 155 o e 40, W)

Los

/




April 25, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: Union Pacific / Southern Pacific Merger,
Finance Docket No. 32760

Dear Mr. Williams,

and Eagle Pass/Brownsville - Chicago) and
in the Central Corridor (Stockton, CA - Kansas City) .
the comments filed was the application of Montana Rail Link
to acquire lines and equipment of the UP/SP in the
Central Corridor. MRL also requested the STB's approval to
acquire the UP's Silver Bow, ID line.

Eastern Idaho Railroad submits these comments in
opposition to the MRL application and request for conditions
on the UP/SP merger. We specifically ask that the STB reject
the MRL progosal, and in particular MRL's stated desire to
buy the UP line between Silver Bow and Pocatello, ID.

The MRL resgonsive application states that a corporate

cousin to MRL will purchase and operate a Central Corridor
primarily of the old SP route and urcgfse
egedly

competition than the current UP agreement with
the BNSF. The MRL also proposes to purchase without
limitation, the locomotives, cars, and various other
equipment currently used by the UP/SP on the lines. While we
have some feelings regarding the proposed purchase of the
Central Corridor route, we are far more concerned with the
proposed acquisition of the UP's Silver Bow line and its
proposed equipment acquisitions.

The Eastern Idaho Railroad is a regional railroad that

Sérves two markets in eastern and southern Idaho. The fi -st
is located around the Idaho Falls area and is comprised of

6-231-2230 315 W. 3rd  Pittsburg, KS 66762 FAX 316-231-2568




approximately 110 miles of rail lines. The second is located
in and around the Burley/Twin Falls area in southern Idahc
and consists of approximately 150 miles of rail lines. The
EIRR was purchased from the UP in 1993 and has been
successfuf in growing the business on it's lines with the
help of the UP.

The EIRR's primary business, on the section of track
most affected by the proposed MRL application, is the
transportation of fresh and frozen potatoes from potato
houses in the Idaho Falls area, destined to locations on the
UP and beyond. The EIRR currently handles approximately 4,000
loads per year. These perishable shipments are extremel
time sensitive and truck competitive. The EIRR has service
commitments to it's customers that are somewhat unique in the
railroad industrX. A shipment that is billed today must be
at the Idaho Falls UP interchange by midnight tonight or we
pay a substantial rebate. The UP has some very stringent
service commitments to it's customers also. For example, once
that shipment reaches Idaho Falls the UP is committed to
getting it to Chicago by the fourth dag after billing. The
coordination and cooperation between the EIRR and the UP has
to be very efficient in order for the shipments to remain on
rail. Since the EIRR's inception the rail service to the
potato industry has worked extremely well. We have and
continue to take business off the highway and onto the rail.

One of the main reasons for this program's success has
been the ability of the UP to provide refrigerated box cars
to be used for potato shipments. The UP is the owner of the
largest fleet of refrigerated equipment in the count and
has recently acquired some cars that were in use on the BNSF.
Because of the perishable shipments, the UP has an extensive
Support system to maintain those reefer cars in route. The UP
has its largest reefer shop at Pocatello, Idaho that has made
it possible to kazep this perishable business on the rail. As
ancther convenience to the customer and to the EIRR, the UP
prcvides two support personnel who work on the cars, used on
the EIRR, to insure quality customer service. Without this
total commitment by the UP to provide specialized
refrigerated equipment and in route suggort maintenance the
transportation of potatoes by rail wou not be possible.

The MRL's proposal to purchase and operate the UP's
Silver Bow to Pocatello line could potentially severely
impact our ability to continue to serve this potato market.
It is very doubtful that MRL could make the same type of
commitments that the UP has made, in order for us to
transport perishable shipments. If they buy the reefer
equipment necessary to move our shipments 1in Idaho Falls from
the UP, this would imfact the southern end of our railroad
around Burley/Twin Falls because it would reduce the number
of cars in the UP fleet that are currently pooled for use on
the EIRR and on the UP. Simply, buying reefer cars and




allowing us to use them will not be sufficient. The support
mechanisms in ill : ced eit

erating requirements, 3

y and efficient service.
longer routes and slower schedules in
the MRL progosal would drive the business to truck.
confident of this assumption, because even though rail is far
more economical than truck, the timing of the shipment's
delivery is the most critical aspect of the potato shipment.
If rail service cannot get the s ipment to destination on
time, it will go by truck.

It is plain to sze that MRL's statement that their
proposed acquisitions will not threaten any railroad's
essential services is false. It will threaten

ctition for rail service on
dor in general and on coal transportation in
particular. If that truly is the case then MRL's desire to
purchase and control the Pocatello to Silver Bow, UP line

esponsive Application's g
competition. In our opinion, the Central Corridor competitive
gquestion can be resolved through the BNSF agreement or one
similar in nature, and MRL's desire to purchase the UP lipe
between Silver Bow and Pocatello should be turned down
because of the potential adverse impact it would have cu the
EIRR and it's potato customers.

I declare under penalty of perjury that the foregoing is
true and correct. Further, I certify that I am qualified and
authogized to file this verified statement. Executed on April
25, 1996.

Hockews 25240
Richard Webb
Veer /)w,M

(Title)




CoVvINGTON & BURLING
1201 PENNSYLVANIA AVENUE. N W
P.O. BOX 7566
WASHINGTON,. DC 20044-7566

(202) 662-6000 HECEPIRE L.
CURZON STREET
LONDON WiY BAS

ENGLAND
ARVID E. ROACH II TELEX: 80-583 (COVLING WSH TELEPHONE . 44.71-49%5- 5655

DIRECT DIAL NUMBER CABLE: COVLING TELEFAX 44.171-49%- 3100

TELEFAX 2021 662-629

: &
ORS00 - SN BRUSSELS CORRESPONDENT OFFICK

DIRCCT TELEFAX NUMBER 44 AVENUE DES ARTS
202 778-S388 BAUSSELS 1040 BELGIUM

Aprll 29, 1996 TELEPHONE: 32.2-512-9890

TELEFAX: 32-2-5021598

BY HAND

Honorable Vernon A. Williams

Secretary

Surface Transportation Board

Twelfth Street and Constitution Avenue, N.W.
Room 2215

Washington, D.C. 20423

Re: Finance Docket No. 32760, Union Pacific
Corp., et _al. -~ Control & Merger -- Southern

Pacific Rail Corp., et al.

Dear Secretary Williams:

Enclosed for filing in the above-captioned docket are
the original and twenty copies of UP/SP-235, titled Additional
Couments of Shippers and Others in Support of Applicants’
Rebuttal. Due to printing schedules, it was not possible to
include these materials with Applicants’ Rebuttal filing (UP/SP-
230 through UP/SP-234), which was delivered to you earlier today.

I enclose also for the Board’s convenience six
diskettes in Wordperfect 5.1 format and one diskette ccntaining
Excel spreadsheets, covering the contents of UP/SP-230 through
UP/SP-235 to the extent they are available in electronic format,
as well as directories showing the contents of each diskette.

Sincerely,

Arvid E. Roach II
Enclosures

cc: All Parties of Record
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COVINGTON & BurL:iI G ?2,7;'7

1201 PENNSYLVANIA AVENJE, N. W
P.O. BOCX 75635
WASHINGTON, D.C. 20044-7566
(202) 662-6000

LECONFIELD HOUSE
CURZON STREET
LONCON WIY BAS

TELEFAX 202 662-629! ENGLAND

TELEX: 89-593 (ICOVLING WSHI PELEPHONE: A4 ADE-S00S

ARVID E. ROACH II
CABLE: COVLING TELEFAX: 44.171-495-3101

DIRTCT DIAL NUMBER
202 e62-5388 BRUSSELS CORRESPONDENT OFFICE
DIRECT TELEFAX NUMBER 44 AVENUI® DES ARTS
202! 778-5388 BRUSSELS 1040 BELGIUM

April 29, 1996 TELEPHONE: 32-2-512-9890

TELEFAX: 32-2-502-1598

BY HAND

Honorable Vernon A. Williams

Secretary

Surface Transportation Board

Twelfth Street and Constitution Avenue,
Room 2215

Washington, D.C. 20423

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

Dear Secretary Williams:

Enclosed for filing in the above-captioned docket are
the original and twenty copies of UP/SP-235, titled Additional
Comments of Shippers and Others in Support of Applicants’
Rebuttal. Due to printing schedules, it was not possikle to
include these materials with Applicants’ Rebuttal filiing (UP/SP-
230 through UP/SP-234), which was delivered to you earlier today.

I enclose also for the Board’s convenience six
diskettes in Wordperfect 5.1 format and one diskette containing
Excel spreadsheets, covering the contents of UP/SP-230 through
UP/SP-235 to the extent they are available in electronic format,
as well as directories showing the contents of each diskette.

Sincerely,

Arvid E. Roach II

Enclosures

cc: All Parties of Record; Qﬁimotlthmnq

|
ll APR 3 0 1996
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UP/SP-235

BEFORE THE
SURFACE TRANSPORTATICN BOARD

Finance Docket No. 32760

UNION PACIFIC CORPORATION, UNICN 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 CRANDE WESTERN RAILROAD COMPANY

ADDITIONAL COMMENTS OF SHIPPERS AND
OTHERS IN SUPPORT OF APPLICANTS' REBUTTAL

CANNON Y. HARVEY CARL W. VON BERNUTH

LCOUIS P. WARCHOT RICHARD J. RESSLER

CAROL A. HARRIS Union Pacific Corporation

Southern Pacific Martin Tower
Transportation Ccmpany Eighth and Eaton Avenues

One Mairket Plaza Bethlehem, Pennsylvania 18018
San Francisco, California (610) 8€1-3290
(415) 541-1000
JAMES V. DOLAN
PAUL A. CUNNINGHAM PAUL A. CONLEY, JR.
RICHARD B. HERZOG LOUISE A. RINN
JAMES M. GUINIVAN Law Department
Harkins Cunningham Union Pacific Railroad Company
1300 Nineteenth Street, N.W. Missouri Pacific Railroad Company
Washington, D.C. 20036 1416 Dodge Street
{202) 973-7601 Omaha, Nebraska 68179
(402) 271-5000
Attorneys for Southern
Pacific Rail Corporation, ARVID E. ROACH II
Southern Pacific Transportation J. MICHAEL HEMMER
Company, St. Louis Southwestern MICHAEL L. ROSENTH™.L
Railway Company, SPCSL Corp. and Covington & Burling
The Denver and Rio Grande 1201 Peunnsylvania Avenue, N.W.
Western Railroad Company P.O. Bot 7566
Washington, D.C. 20044-7566
(202) 662-5388

Attorneys for Union Pacific
R ‘ G l NA L Corporation, Union Pacific
() Railroad Company and Missouri
Pacific Railiroad Company

Abril 25, 1996




UP/SP-235

BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

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

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

ADDITIONAL COMMENTS OF SHIPPERS AND
OTHERS TN SUPPORT OF APPLICANTS'’ REBUTTAL

Applicants are making this filing on behalf of the
parties who are submitting the enclosed comments in support of
Applicants’ rebuttal filing of this date. Due to the printing
schedule for the rebuttal filing, it was not possible to

include these st:tements in UP/SP-233. The parties

registering their support of the UP/SP merger and their

opposition to propcsals for divestiture and other conditions
put forward by opponents of the merger are listed on the
enclosed table of contents.

= Support statements of 26 shippers are enclosed,
bringing the total number of shippers who have filed in
support of Applicants’ rebuttal to 476.

[ A support statement from one local official is
enclosed, bringing the total number of local government
entities that have filed in support of Applicanats’ rebuttal to

23 .




@ One shortline railroad has offe:rred a support

statement included with this filing, bringing the total number

of railroads that have filed in support of Applicants’

rebuttal to 25.

Respectfully submitted,

CANNON Y. HARVEY CARL W. VON BERNUTH
LCUIS P. WARCHOT RICHARD J. RESSLER
CAROL A. HARRIS Union Pacific Corporation
Southern Pacific Martin Tower
Transportation Company Eichth and Eaton Avenues
One Market Plaza Bethlehem, Pennsylvania 18018
San Francisco, California 94105 (610) 861-3290
(415) 541-1000
JAMES V. DOLAN
PAUL A. CUNNINGHAM PAUL A. CONLEY, JR.
RICHARD B. HERZO0OG LOUISE A. RINN
JAMES M. GUINIVAN Law Department
Harkins Cunningham Union Pacific Railroad Company
1300 Nineteenth Street, N.W. Missouri Pacific Railroad Company
Washington, D.C. 20036 1416 Dodge Street
(202) 973-7601 Omaha, Nebraska 68179
(4062) 271-5C20

Attorneys for Southern
Pacific Rail Corporation,
Southern Pacific Transportation /M% i
Company, St. Louils Southwestern ¢chL~‘

Railway Company, SPCSL Corp. ARVID E. ROACH II
and The Denver and Rio Grande J. MICHAEL HEMMER

Western Railroad Company MICHAEL L. ROSENTHAL
Covington & Burling
1201 Pennsylvania Avenue, N.W.
P.O. Box 7566
Washington, D.C. 20044-7566
(202) 662-5388

Attorneys for Union Pacific
Corporation, Union Pacific
Railroad Company and Missouri
Pacific Railroad Company

Bpril 29, 1996




CERTIFICATE OF SERVICE

I, Karen W. Kramer, certify that, on this 29th day

of April, 1996, I caused a copy of the foregoing Additional

Comments o% Shippers and Others in Support of Applicants’
Rebuttal to be served by first-class mail, postage prepaid, or
by a more exped.tious manner of delivery on all parties of
record in Fianance Docket No. 32760, and on

Director of Operations Premerger Notification Office
Antit:rust Division Bureau of Competition

Suite 500 Room 303
Department of Justice Federal Trade Commission

Washington, D.C. 20530 Washington, D.C. 20580

/(/ pliad ) Li). et L

Karen W. Kraner




COMM: NTS OF SHIPPERS AND
OTHERS IN SUPPORT OF APPLICANTS’ REBUTTAL

SHIPPERS

Alliance Shippers Inc.

American Cortinental Freight Inc.

Ancon Transportation

B&B Transportation Services, Inc.

Bayou Management Services Inc.

Branch Warehousing & Distribution Center, Inc.
Bulk Commodities Transport, Inc.

Chem-Rail Transport, Inc.

W 0O ~J O N b W N

Girsa, Inc.

GTC Nutrition Company

Liebovich Bros.

Logan Lumber Company

Mabe

Mach One

Martrans International

Meridian Aggregates Company

The Morning Star Packing Co.
Phillip’s Cattle Co., Inc.

Bligrim’'s Pride. S.A. de C.V.

Port of W. St. Mary

Precision Flamecutting and Steel, Inc.
Professional Plate Processors, L.L.C.
Rail Van, Inc.

Scarpelli Materials, Inc.

Schnitzer Steel Products (Oakland, Cal.)
Toyota Motor Sales, U.S.A.

LOCAL OFFICIALS

Benicia, Califorria Otto Wm. Giuliani,
City Manager

OTHER RAILROADS

Eastern Idaho Railroad




ALLIANCE shippers inc.
&® MEXICO 0@

Vernon Williams, Secretary
EZ‘.:'L ce Transportation Board

Room 3315

194

M
2th and Constitution Av

nue, NW.

on Ave
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Wiiliams.

On March 29, 1936 several parties filed comments with the Surface Transportator ard (ST8) requesting
onditions that would result in divestitures of massive and crucial pars of the merg: SP system on the east end of the

SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago) and in the Central Carridor (Steckton. CA -
Herington, KS):

These conditions should not be imposed for the foliowing reasons

UUP is the on'/ carrier to offer to purchase the entira SP and to provice ied cperating plan that wi
produce significant service improvements

Shippers would lose single-'ina service if thuse lines were sold off Instaad of having two
comprehensive, competitive rail networks -- UP/SP and BN/Sana Fe -- shippers would face a splintered
western rail system.

The tremendous public benefits associated with the UP/SP merger. including increased capacity an
faster, more reliable senvice, would he significantly reduced or elininated.

Other carriers want to “cherry pick” valuable pans of the UP/SP system for their own benefit
ry P )

Users of these lines would face an uncertain future of not knowing which railroad would provide servic
or the prospect of being served by a small railroad whose ability to provide service is a ccmplete
unknown.

Imposing these conditions could unde UP/SP's pre-competitive settement with BN/Santa e, and cause
the entire UP/SP merger to be abandoned -- risking the dismemberment of SP and the loss of vital rail
service.

As a concerned rail user who will ba adversely impacted by these proposec divestitura conditions, | urge the Board
a0t to carve up the UR/SP system, and pot to jecpardize the UP/SP merger. | strongly urge the STB not to grant these
conditions and o approve the UP/SP merger conditioned only by the Settlement Agreemants. Such approvai will maintain
and increase competition throughout the westarn United States a“ allow UP 1o fulfill i1s commitment to invest an additional
$1.3 billion in capital expenditures into a combined UF/SP systen

| declare under penalty of perjury that the foregoing is ’ue and correct. Further, | centify that| am qualified and
authorized to ﬁ!\:'~s -.er‘fled statement. Executed on April 8 . 1886.

Qgﬁmk&md R 7
NLAE oBIHS TN

Homero 1804 Desp. 1002 Chapultepec Morales
México, D.F. 11570 Tels. £57-5871 557-8467 Fax 395-8531




American Contineatl Freigh

Y 'Nc.m

2851 SOUTH PARKER ROAD
SUITE 780
AURORA, COLORADO 80014
PHONE (303) 368-SHIP (7447)
FAX (303) 755-3611

April 26, 1996

NATIONAL WATS - 1-800-271-7936
STATE WETS - 1-800-325-8731

Mr. Vemon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Ave., N-W.
Washington, DC 20423-0001

Dear Mr. Williams:

At the end of March, several parties filed comments with the STB reouesting varying
conditions which would result in aivestitures of major parts of a merged UP/SP railroad
system. These included d.vestiture of the SP El Paso/New Orleans and
Brownsville/Chicago lanes as well as the Stockton/Herington, KS lane. We strongly
object to such a divestiture.

The UP/SP merger benefits the shipping public by the fon.:ation of a more complete and
efficient railroad system. This is a significant beunefit in terms of seamless transportation
and service improvement. Allowing other carriers to carve out self-serving niches for
themselves unJer the guise of promoting competition would only serve to destroy the
great benefits gained through an approval of this merger.

Clearly, common sense conditions can be made to ensure competition without gutting
what promises to be a strong, efficient and comprehensive railroad system. [ strongly

urge the STB 10 not allow the divestiture of these lanes, which would destroy a merger
that promises so many benefits.

[ declare under penalty of perjury that the foregoing is true an correct. Further, | certify
that I am qualified and authorized to file this verified statement. Executed on April 26,
1996.

Sincerely,
. C ///C/
Cfaig Cormier

Vice President/
General Manager




Mr. Vemon Wiiliams, Secretary
Surface Transpoertation Board
Room 3315

12th and Ccnstitution Avenue, N.W.
Washington, D.C.  20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comm.ents with the Surface Transportation Board
(STB) requesting conditions that wouid resuit in divestitures of massive and cnucial parts of the
merged UP/SP system on the east end of the SP system (El Pasc - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Cornidor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

1. UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

Shippers would lose single-iine service if these lines were soid off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe ~ shippers
would face a splintered westem rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other carriers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a smali railroad whose
ability to provide servic. is a complete unknown.

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned -~ risking the
dismemberment of SP and the loss of vits rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board not to carve up the UP/SP system, and not to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settlement Agreements. Such approval will maintain and increase

ition throughout the westem United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP systemn.

| declare under penatty of perjury that the foregoing is true and correct. Further, | certify that
| am qualified and authorized to file this verified statement. Executed on April , 1666.

(Coue0eC)O,  Seler Vics Qusidsd
Qntin s garkeie8nJ

(Company)




¢ CONSULTING e TO.F.C.

e C.OFC.
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PROTECTIVE SERVICE B DISTRIBUTION

B & B TRANSPORTATION SERVICES, INC.

April 18, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Eoard
Room 3315

12th and Constitition Ave., N.W.
Washington, L.C. 20423-0001

RE: UP/SP Merger,
P.D. Ro.32760

Dear Mr. Williams:

We are concerned regarding several conditions in recently filed
comments filed with the Surface Transportation Board. These
conditions would result in divestitures in parts of the proposed
merger of the SP/UP system on the east end of the SP and in

the Central Corridor.

As a small but concerned shipper agent and rail user, we feel
the above mentioned conditions would place an extreme hardship
on us by eliminating the proposed comprehensive single-line
service we are looking forward to with the merger. The expected
increased capacity and, hopefully, more reliable service are
benefits of the merger we are anxiously awaiting.

As we feel we will be adversely impacted by these proposed
divestiture conditions, we urge the Board to not jeopardize
the UP/SP merger. We strongly urge the Board to approve the
UP/SP merger without those conditions involved.

I declare under penalty of perjury that the foregoing is true
and correct. Further, I certify that I am qualified and author-
ized to file this verified statement. Executed on April 18,
1996.

wWilliam F. Bossert Secretary-Treasurer
B & B Transportation Services, Inc.

P.O. Box 140624 « Edgewater, Colorado 80214 + (303) 233-0739 office * (303) 237-4946 Fax




Mr. Vernon Williams, Secretary
Surface Transportation Boaid
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties liled comments wii 1 the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (El Faso - New Qrleans and Eagle
PassiBrownsville-Chicago) and in the Central Comidor (Stockton, CA - Heringlon, KS):

These conditions should not be irmposed for the foliowing reasons:

; i UP is the only carier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvemernts.

Shippers would iose single-line service if these Ines were sold off. Instead of having
two comprehensive, campetitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westem rail system.

The tremendous public benefits associated wi'h the UP/SP merger, including
increased capacity and faster, more refiable service, would be significantly reduced
or eliminated.

Other carniiers want to "cheny pick” valuable parts of the UP/SP system for their own
benefit. iy . < .

Users uf these lines would face an uncertain future of not knowing which railroad
would provide seivice, or the prospect of being served hy a small railroad whose
ability to provide service is a complete unknown.

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismembarment of SP and the loss of vital rail service.

As a concemed rail user who will be adversely impacted Ir- these proposed divestiture
conditions, | urge the Boand 19t to carve up the UP/SP system, and pot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve i*e UP/SP merger
conditioned only by the Sellement Agreemoents. Such approval will maintain and increase
competition througtiout the westem United States and allow UP to fulfill its commiiment to invest an
additional $1.3 billion in capital expenditures intc a combined UP/SP system.

| declare under penaity of perjury that the foreguing is true and comect. Further, | certify that
| am qualified and authorized to file this verilied statement. Executed on April 1986,

v 3 PW

jgnature) (Titte)

U (Company)

e e




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.V/.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 severzl parties filed comments with the Surface Transportation Board
(STB) requesting conditions hat ‘wouid result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (El Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Comridor (Stockton, CA - Herington, KS):

These conditions shouid rot be imposed for the following reasons:

UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan tha: will produce significant service improvements.

Shippers would lose single-iine service if these lines were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered westemn rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other cammiers wart to "cheiry pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a smali railroad whose
ability to provide service is a complete unknown.

imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned - risking the
dismemberment of SP and the |0ss of vital rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board nct to carve up the UP/SP system, and not to jeopardize the UP/SP
merger. | strongly urge the ST3 not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settlement Agreements. Such approval wil maintain and increase
competition throughout the westem United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare under penalty of penury that the foregoing is true and correct. Further, | certify that
| am qualified and authorized to file this verified statement. Executed on April __15___, 1896.

President

(Sighature) (Title)

i
' Branch Warehousing & Distribution Center, Inc.

(Company)




Bulk Conunodities Transport, Inc.

ommorn ?{1/'/'/(/‘.1

Mr. Vermnon Williams, Secretary April 23, 1996
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N.W.

Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Wiliams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (E! Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Cormridor (Stockton, CA - Herington, KS):

These conditions shouid not be imposed for the following reasons:

; UP is the cnly carrier to offer to purchase the entire SP and to provide a detaiied
operating plan that will produce significant service impruvements.

Shippers would lose single-ine seivice if these lines were sold off. Instead of having
two comprehensive, competitive rai' natworks —~ UP/SP and BN/Santa Fe -- shippers
would facz a splintered westem :zii system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other camers want to "cheny pick” vaiuabie parts of ine UP/SP system ior their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a smali railroad whose
ability to provide service is a complete unknown. :

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismembenment of SP and the loss of vital rail service. *

1555 W, HAWTHORNE LANE %
SN Ve ) o ~YVEST CHICAGO, IL. 60185 - 1821 0 ) 7
7 ’«'/./) g//()/////(_/ ¢ 1 £:708-876-0600 FAX: 7())8-87()-0(;74 VL;—é{QJ—J’fjﬁ‘




Bulk Commobdities Transport, Inc.

%/IWM %7411’[(/ J

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board ot to carve up the UP/SP system, and pot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Settiement Agreements. Such approval will maintain and increase
competition throughout the westem United States and aliow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare under penalty of perjury that the foregoing is true and correct. Further, | ce-tify that
| am qualified and authorized to file this verified statement. Executed on April _23 , 1996.

o/ VICE PRESIDENT - SALES
(Signature) (Title) '

BULK COMMODITIES TRANSPORT
(Company)

W ORE
- Wi
s

1555 W. HAWTHORNE LANE

21600 Pane WEST CHICAGO, IL. 60185 - 1821 » JOS-898-5656

PHONE: 708-876-0600 FAX: 708-876-0674




CHEM-RAIL TRANSPORT, INC.
12692 Shawnee Mission Parkway
Shawnee Mission, KS 66216

(913) 631-5912 o FAX:(913) 631-2489

“Specialists in Hazardous Waste rransportation by Rail

Mr. Vernon . ‘lliams, Secretary
Surface Tran. ~rtation Board
Room 3315

12th and Constitut.. .1 Avenue, NNW.
Washingten, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (E! Paso - New Orleans and Eagle
Pass/Brownsville-Chicage) and In the Central Corridor (Steckton, CA - Herington, KS).

These conditions should not be imposed for the following reasons:

) 5 UP is the only carrier to offer to purchase the entire SP and to provide a detalied
operating plan that will produce significant service improvements.

Shippers would (ose single-line service if these lines were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe —~ shippers
would face a splintered westem rail system.

The tremendous public benefits asscciated with the UP/SP merger, including
increased capacity and faster, mere reliable service, would be significantly reduced
or eliminated.

Other camiers wart to "cherry pick” valuable parts of the UP/SP system for their own
benefit.

Users of thess lines would face an uncentain future of not knowing which railroad
would provide service, or the prospect of being served by a small railroad whose
ability to provide service is a complete unknown.

Imposing these conditions could unde UP/SP's pro-competitive settlement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned « risking the
dismemberment of SP and the loss of vital rail service,

As a concemed raii user who will be adversely impacted by these proposad divestiture
conditions, | urge the Board ngj to carve up the UP/3P system, and pot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these cunditions and to approve the UP/SP merger
conditioned only by the Seftiement Agreements. Such approval will maintain and increase
competition throughout the westem United States and allow UP te fulfill its commitment to invast an
additional $1.3 billien in capital expenditures into a combined UP/SP system.

| declare under penalty of perjury that the foregeing is true and correct, Further, | certify that
| am qualified and authorized to file this venfied statement. Executed on April _2& , 1896.

Py

e ., D W o
»“f""/b/_f-[z:”’llu X A WL //‘/Z{S’i( "./4‘.;4,/%
_ (Signature) : s (Title)
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ﬁ GIRSA. INC.

Mr. Vermon Willlams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, “LW.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32780
Dear Mr. Williams:

On March 29, 1996 several parbes filed comments with the Surfacs Transportation Board
(STB) requesting conditions that wouid resuit in divestitures of massive and crucial parts of the
merged UP/SP system on the east end of the SP system (£l Paso - New Orieans and Eagie
Pass/Brownsvilie-Chicago) and in the Central Comdor (Stockton, CA - Henngten, KS):

These conditions should not be imposed for the followang reasons:

1. UPismwmwmeMMSPandeaMim
Mpmmwmmﬁammmm.

SWMWQQMMIMMmswaﬁ. Instead of having
two comorehensive, compet-ive rail networks — UP/SP and BN/Santa Fe — shippers
would face a splintered v estemn rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliabie service, ‘vouid be significantly reduced
or eliminated.

Other camiers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit

Users of these lines wouid face an uncertain future of not knowing which railroad
mummwmmofmwwawumm
abitity to provide servics is a compiete unknowa.

imposing these conditions could undo UP/SP's pro-competitive setucment with
BN/Santa Fe, and cause the éntire UP/SP merger to be abandoned — risking the
dismemberment of SP and the lcss of vital rail service.

As a concamed rail user who will e adversely impacted by these proposed divestiture
conditions, ! urge the Board not to carve up the UP/SP systam, and not to jecpardize the UP/SP
merger. |stmglymgemes1'anotmgmmaecmdiﬁmsandmmpmmaUPISPm«
conditioned only by the Settiement Agreements. Such approvai will maintain and increase
mwwmmmmmupmmbmmmMm
additional $1.3 billion in capital expenditures into a combined UF/SP system.

| deciare under penalty of parjury that the foregoing is true and corect. Further, | cerify that
| am qualified and authonzed to file this venfied statement. Executsd an Apel _2¢ 7/ 1996.

/ CQQﬁ é L06~:S %CS- (oon_u-fv-v %\;/L

(Signature) i Titde)
GInsSs T~ <
(Company)

12450 Greenspoint Dr., Sulte 1310 / Houston, Texa: T7060-1917 / 713-874-0888 / FAX 713-874-0860




8714 State Highwav 60
PC) Box 428
lohnstown, () 805134

FPhone: (9701 5872-513)
Fax. 1970) 587-6536

April 25, 1996

Mr. Vernon ‘Nilliams, Secretary
Surface Transportation Board

Room 331%

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760

Dear Mr. Williams:

Several parties have filed comments with the Surface Transportation Board

(STB) requesting conditions that would result in divestitures of significant
portions of the proposed merged Union Pacific and Southern Pacific Railroad
(UP/SP) system, including the east end of the SP system (Eagle
Pass/Brownsville-Chicago) and in the Central Corridor (Stockton, CA -

Herington, KS):
These conditions should not be imposed for the following reasons:

1. UP is the only carrier to offer to purchase the entire SP and to
provide an operating plan that will produce significant service
improvements.

Shippers would lose single-line service if these lines were sold
off. Instead of having two comprehensive, competitive rail
networks -- UP/SP and Burlington Northern/Santa Fe -- shippers
could face a splintered western rail system.

The berefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be
significantly reduced.




Users of these lines would face an uncertain future of not
knowing which railroad w Juld provide service, or the prospect
of being served by a small railroad whose ability to provide
service is @ complete unknown.

Imposing these conditions could cause the entive UP/SP merger
to be abandoned -- risking the dismemberment of SP and the
loss of vital rail service.

As 2 concerned rail user who will be impacted by these proposed divestiture
condition<, | urge the Board nQt to carve up the UP/SP system, and nat to
jeopardize the UP/SP merger. | urge the STB not to grant these conditions
and to approve the UP/SP merger conditioned anly by the Settlement
Agreements. Such approval will maintain and increase competition
throughout the western United States and allow the UP to fulfill its
commitment to invest an additional $1.3 billion in capital expenditures into a
combined UP/SP system.

I certify that | am qualified and authorized to file this verified statement.

(Signature)

Vice President
GTC Nutrition Company
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Mr. Vernon Williams, Secretary

urface Transportation Board
Room 3315
12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0021

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of t*
merged UP/SP system on the east end of the SP system (El Paso - New Orfeans and Ea,
Pass/Brownsville-Chicago) and in the Central Comridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

; P UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

Shippers would lose single-iine service if these lines were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SF and BN/Santa Fe -- shippers
would face a splintered western rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other carriers want to "cherry pick" valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing whizn railroad
would provide service, or the prospect of being served by a small railroad whose
ability to provide service is @ complete unknown,

Imposing these conditions could undo UP/SP's pro-competitive seftlement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned -- risking the
dismemberment of SP and the loss of vital rail service.

As a concemed rail user who will be adyersely impacted by these proposed divestiture
conditions, | urge the Board not to carve up the UP/SP system, and not to jecpardize the UP/S2
merger. | strongly urge the STB not to grant these conditions and to approve the UP/SP merager
conditioned only by the Seftlement Agreements. Such approval will maintsin and increzssa
competition throughout the westem United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SP system.

| declare undar penaity of perjury that the foregoing is true and correct. Furthewertify that

I am qualified and authorized to file this verified statement. Executed on April 2 3

{ A
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LOGAN LUMBER COMPANY

2272 LARKIN CIRCLE » SPARKS, NV 89431 « TELEPHONE: (702) 359-7300 ¢ FAX: (702) 359-7087

April 23, 1996

Re: UP/SP Merger F.D. No. 32760

Logan Lumber Company, Sparks, Nevada, on a national scale, would
probably be qualified as a small inbound receiver of rail freight.
Nevertheless, our very existence depends upon timely shipments.
Utopia would be a continuous, one-owner railroad from East to West,
or vice-versa. Switching cars from one railroad to another takes
time, and time becomes profit. '

In our estimation, divesture of any part of SP or UP would be
disastrous. It is our belief the merger of UP-SP is one of the
most important actions that could happen to transportation today,
along with the comretetive settlement being arranged with the
BN/Santa Fe.

We ship products from the midwest, the southeast, south and of
course, the west coast, into our market area. Our very existence
depends upon timely delivery.

We therefore ask for your assistance in maintaining the SP-UP
railroads as a complete entity, as they are today. The importance
of maintaining these railroads as they are today is not only
important to Logan Lumber Company, but of primary importance to
the entire West Coast.

Sincerely,

Winston W¥. Logan
President

/map
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April 23th, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W
Washington, D.C.

RE: UP/SP Merger, F.D. No. 3276

Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board (STB) requesting
conditions that would result in divestitures of massive and crucial parts of the merged UP/SP system on the
east end of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago) and in the
Central Corridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

1. U P is the only carrier to offer to purchase the entire SP and to provide a detailed operating plan that
will produce significant service improvements.

2. Shippers would lose single-line service if these lines were sold off. instead of having two
comprehensive, competitive rail networks ~ UP/SP and BN/Santa Fe - shippers would face a
splintered western rail system.

3. The tremendous public benefits associated with the UP/SP merger, including increased capacity and
faster, more reliable service, would be significantly reduced or eliminated.

4. Other carriers want to “cherry nick” valuable parts of the UP/SP system for their own benefit.

nsurgentes Sur No. 617-3er. Piso
Col. Napoles

C.P 03810 Mexico, D F

Tel. (5) 628 81 00 y 628 82 00

Fax (5) 628 81 79 y 628 82 59 liderazgo en Latinoameérica




5. Users of these lines would face an uncertain future of not knowing which railroad would provide
service, or the prospect of being served bv = ~mall raiiroad whose ability to provide service is a
complete unknown.

6. Imposing these conditions could undo UP/SP's pro-competitive setflement with BN/Santa Fe, and
cause the entire UP/SP merger to be abandoned -- risking the dismemberment of SP and the loss of
vital rail service.

As a concerned rail user who will be adversely impacted by these proposed divestiture conditions. | urge
the Board not to carve up the UP/SP system, and not to jeopartize the UP/SP merger. | strongly urge the
STB not to grant these conditions and to approve the UP/SP merger conditioned only by the Settiement.
Agreements. Such approval will maintain and increase competition throunghout the western United States
and allow UP to fulfill its commitment to invest an additional $1.3 billion in capital expenditures into a
combined UP/SP system.

| declage under penalty jury that the foregoing is true and correct. Further, | certify that | am qualificd
and aufhorized to file thaveried statement. Executed on April 24 1996.

"
mm

TRINS B JRTi6n) U AIIGER .

(SignatLEe) K/X (Title)

m RABE

(Company)

Insurqgentes Sur No. 617-3er. Piso
Col. Napoles
C.P 03810 Meéxico, D. F

Tel. (5) 628 81 00 y 628 82 00
Fax (5) 628 81 79 y 628 82 59 liderazgo en Latinoamerica




MACH ONE

P.0. BOX 3009

SHAWNEE, KANSAS 66203
PHONE: 913) 9620693
FAX: 913) 631-2409

Mr. Vernon Williams, Secretary

Sur face Transportation Board

Foom 3315

12th and Constitution Avenue, N.b.
Washington, D.1C.

Re: UF/SF Merger, F.D. No 32760

Dear Mr. Williams:

It has been called to our attention that as of March 2.,
1996, multiple commente had been filed with STE, which
contained proposals which would result in divesting

the merged system of integral lines essential teo emocth
operation of our busines.

Since our business invalves the movement of hazardous
materials we are concerned about both the availability
of competitive transportation and the safe movement of
those materials. Naturally, the shorter the route-—-the
safer the movement.

The purchase plan of SP by UF contains a detail ed
operation plan, which we believe meets our requiremente
for cost effective-safe

In conducting our business we serve a number of facilities
in California, Kansas, Louisiana and Texas. The proposals
involve divesture of available single line service to
oy customers involved in shipping sensitive material.

The only reason for these proposals is to permit other
lines to pick and choose essential parts of the "new"
system they would like to acquire for their own financial
and competitive advantage.

We strongly ocppose these conditions, which would place our
numercus customers in the untenable position of having
their trangportation needs placed on the auction bleock to
lines with unknown effectiveness and ability to serve them
and meet their transportation requirements

I declare under penalty of perJury that the foregoing is
Crue and correct. Further, 1 certify that [ am qualified
and authorized to file this verified statement executed
the dg first, above menticned.

Exec. V.P. President. MACH 2y g,

&rtert Van Horn




2819 22nd Streat

Wyandotte, M! 48192
(313) 282-71960 FAX 313 282 1563

Aprnil 23, 1996

Mr. Vernon Williams, Secretany

SURFACE TRANSPORTATION BOARD, ROOM 3315,
12th & CONSTITUTION AVENUE R,
WASHINGTON D.C. 20423-0001

RE: UP/SP MERGER - FD NO. 32780

Dean Mn. Williams:

Please neference my vernified statement dated October 12,
1995, sZrongly supporting the mergen of the Union Pacific
and the Southenn Pacific Railnroads.

Having being exposed Zo the BNSF menged operation fon the
past few months, it has become very obvious that a stnong
compeXitive element such as the proposed SP/UP mengen must
come about in the very neann futurne zo imhibit the highen
nates that are curnnently being quoted by the BNSF. These
higher nate Zhat are being quoted by the BNSF are on single
Line nates That wene published by the Santa Fe.

I Lruthfully expected to see nedauctions in nates on the
basis of cost neductions that the combined BNSF would
achigre and pass on to shipperns but this is centainly nok
the case: at Least fon the shipment o4 steel products.

It L4 impernative that a strong, neliable and wonrkable
compeiiiive facton, such as Zhe proposed 5P/UP mengen be
approved and implemented in the shontest time {ramewonrnk

Lo provide immediate competition on a system wide basis 2o
Zhe BNSF.

(1424 Gutd

Tohn JEAL Cenbo

_Managen, Traffic Services




~ MERIDIAN

Aggregates Company

April 24, 1996

Mr. Vernon Williams, Secretary

Surface Transportation Board

12th & Constitution Avenue N.W., Room 3315
Washington, DC 20423-0001

Re: UP/SP Merger, F.D. No. 32760

Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Bo2~d (STB)
requesting conditions that would result in divestitures of massive and crucia! parts of the merged UP/SP
system on the east end of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville-Chicago)
and in the Central Corridor (Stockton, CA - Herington, KS):

These conditions should not be imposed for the following reasons:

1.

UP is the only carrier to offer to purchase the entire SP and to provide a detailed operating plan that
will produce significant service improvements.

Shippers would lose single-line service if these lines were sold off. Instead of having two
comprehensive, competitive rail networks -- UP/SP and BN/Santa Fe - shippers would face a
splintered western rail system.

The tremendous public benefits associated with th.e UP/SP merger, including increased capacity and
faster, more reliable service, would be significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable parts of the UP/SP system for their own benefit.

Users of these lines would face an uncertain future of not knowing which railroad would provide
service, or the prospect of being served by a small railroad whose ability to provide service is a
complete unknown.

Imposing these conditions could undo UP/SP’s pro-competitive settlement with BN/Santa Fe, and
cause the entire UP/SP merger to be abandoned - risking the dismemberment of SP and the loss of
vital rail service.

5575 DTC Parkway, Suite 325
Englewnod, Colorado 8011l
303 - 694 - 3030

FAX: 303 - 694 - 4220




Mr. Vernon Williams
April 24, 1996
Page Two

As a concerned rail user who will be adversely impacted by these proposed divestiture conditions, I urge
the Board not to carve up the UP/SP system, and not to jeopardize the UP/SP merger. I strongly urge
the STB not to grant these conditions and to approve the UP/SP merger conditioned only by the
Settlement Agreements. Such approval will maintain and increase competition throughout the western
United States and allow UP to fulfill its commitment to invest an additional $1.3 billion in capital
expenditures into 2 combined UP/SP system.

Very truly yours,

/ Zﬁ‘
John C. Genova
Vice President, Marketing




Mr. Vermon Williams, Secretary
Surface Transportation Board
Room 22315

12th and Constitution Avenue K N.W.
Washington, D.C. 20423.0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that wou.d resuit in divestitures of massive and crucial parte of the
merged UP/SP system on the east end of the SP system (Ei Paso - New Orieans and Eagle
Pass/Brownsville-Chicago) and in the Central Corridor (Stockton, CA - Herington. KS):

These conditions should not be imposed for the following reasons:

s UP is the oaly carrier to offer to purchase the entire SP and to provide a detailed
operating rian that will produce significant service improvements.

Shippers would lose single-ine service if these lines were sold off. Instead of having
two comprehensive, competitive raii networks — UP/SP ana BN/Santa Fe — shippers
would face a splintered wesiern raii sysiem.

The tremendous public benefits associsted with the UP/SP merger, including
ncreased capacity and faster, more reliable SSivice, wouid Le significaniiy reduced
or aliminated,

Other camiers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
wouid provide service, or the prospect of being served by 2 small railroad whose

ability to provide service is a complete unknown

imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risliing the
aismemberment of SP and the loss of vital rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Goard not to carve up the UP/SP systemn, and not to jeopardize the UP/SP
merger. | strongly uige the STB not to grant these
conditoned conly by the Sattiement Agreements.
competition Yroughout the westerm United States ani aiiow UP to fulfill its commitment to invest an
additional $1.2 billicn in capital sxpenditures inio a combined UF/SP system.

ldodareunderpu\akyofperjwymmefomgoing 18 true and comrect. Further, | certify that
| am qualified and authorized to file thie verifisd statemant. Execuied on Apnii __ 21 | 1996,

/ nature) (Title)

(Compa




PHILLIP'S CATTLE CO., INC.

502 East Barioni Blvd.
P.O. Box 728 * Imperial, CA 92251
Phone (€19) 355-1175
FAX (619) 355-1174

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No.32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the
Surface Transportation Board (STB) requesting conditions that would
result in divestitures of mass.ve and crucial parts of the merged
UP/SP system on the east end of the SP system (El1 Paso - New
Orleans and Eagle Pass/Brownsville-Chicago) and in the Central
Corridor (Stockton, CA -Herington, KS):

These conditions should nct be 1imposed for the following
reasons:

; Up is the only carrier to offer to purchase the entire SP
and to provide a detalled operating plan that will
produce ¢ 1_11ficant service improvements.

Shippers would lose single-line service 1f these lines
were sold off. Instead of having two comprehensive,
competitive rail networks--UP/SP and BN/Santa Fe --
shippers would face a splintered western rail system.

The tremendous public benefits assocliated with the UP/SP
merger, 1ncluding increased capacity and faster, more
reliable service, would be significantly reduced or
eliminated.

Other carriers want to "cherry pick" valuable parts of
the UP/SP system for their own benefit.

Users of these lines would face an uncertain future of
not knowing wnich railroad would provide service, or the
prospect of Dbeing served by a small railroad whose
ability to provide service 1s a complete unknocwn.

Imposing these conditions could undo UP/SP’s pro-
competitive settlement with BN/Santa Fe, and cause the
entire UP/SP merger to Dbe abandoned - risking the
dismemberment of SP and the loss of vital rail service.




PHILLIP'S CATTLE CO., INC.

502 East Barioni Blvd.

P.O. Box 728 « Imperial, CA 92251
Phone (619) 355-1175
FAX (619) 355-1174

As a concerned rail user who will be adversely impacted by
these proposed divestiture conditions, I urge the Board not to
carve up the UP/SP system, and not to jeopardize the UP/SP merger.
I strongly urge the STB not to grant these conditions and to
approve the UP/SP merger conditioned only by the Settlement
Agreements. Such approval will maintain and increase competition
throughout the western United States and allow UP to fulfill its
commitment to 1invest an additional $1.3 billion 1n capital
expenditures 1into a combined UP/SP system.

I declare under penalty of perjury that the foregoing 1is true
and correct. Further, I certify that I am qualified and authorized
to file this verified statement. Executed on April 19 , 1996.

Goi Do Mg

(Signature) (Title)

Db Code Go.

(Company)




PILGRIMS
PRIDE

DECLARO BAJO PROTESTA DE DECIR VERDAD DE: CARLOS CAMP(OS CUNTRERAS,
EN REPRESENTACION DE PILGRIM'S PRIDE, S.A. DE C.V.

MI NOMBRE ES: CARLOS CAMPOS CONTRERAS, OCUPQ EL PUESTO DE JEFE DE
TRAFICO. LA RESPONSABILIDAD CONSISTE EN DARLE SEGUIMIENTO A LOS

EMBARQUES POR CAMION O FURGON PARA EVITAR PAROS EN LAS PLANTAS -
POR FALTA DE INSUMOS, ADEMAS DE UTILIZAR EL FLETE MAS CONVENIENTE
REDUCIR Y ELIMINAR LOS PAGOS POR CONCEPTOS DE DEMORAS.

LA EMPRESA SE DEDICA A LA ELABORACION DE ALIMENTO BALANCEADO PARA
LA AVICULTURA [CONSUMO PROPIO), ASI COMO A LA PRODUCCION DE CARNE
DE POLLO. LOS INSUMOS SON ENVIADOS A NUESTRAS CUATR(O PLANTAS DE

PROCESO, UBICADAS EN LAS CIUDADES DE SALTILLO, SAN LUIS POTOSI V
QUERETARO. LOS PRINCIPALES ORIGENES DE D0S DE LOS INSUMOS IMPOR-
TADOS POR FERROCARRIL (MAIZ / SuRGO) SON DE LOS ESTAUOS DE ILLI-
NOIS, NEBRASKA, TOWA, KANSAS ¥ TEXAS, A TRAVES DE LAS FRONTERAS

DE LAREDO, EAGLE PASS Y BROWNSVILLE. EL VOLUMEN APROXIMADO QUE -
SE REQUIERE ES DE 360,000 TONELADAS ANUALES.

CONOCEMOS DEL PROYECTO DE FUSION DE LOS FERROCARRLILES UNION PACI-
FIC Y SOUTHERN PACIFIC, Y CREEMOS QUE ESTO ES BUENO, PORQUE DARA
COMO RESULTADO UN FERROCARRIL MAS FUERTE, MAS COMPLETQ Y MEJOR -
INTEGRADO EN SU SERVICIO DE TRANSPORTE.

PARTE DE LOS BENEFICIOS QUE PODEMOS IDENTIFICAR SON LOS SIGUIENTES:

A) DAR UN SERVICIO DIRECTO INTEGRAL CON UN SOLO FERROCARRIL.
B) RUTAS MAS CORTAS ¥ CON MENOR TIEMPO DE RECORRIDO.

C) MAYOR DISPONIBILIDAD DE EQUIPO Y MEJOR DISTRIBUCION Y UTILIZA
CION DEL MISMO. e

D) TENER ALTERNATIVAS DE DOS FERROCARRILES IMPORTANTES Y FUERTES
QUE TIENEN ACCESO A LAS FRONTERAS QUE MAS UTILIZAMOS AL HABER
SELE CONCEDIDO AL BN/SF DERECHOS DE USO DE VIA A BROWNSVI--
LLE E EAGLE PASS.

PILGRIM’'S PRIDE, S.A. de C.V.

Av. 5 de Febrero 1408 Col. San Pablo 76130 Querétaro, Qro.
Tels. 17-01-78, 17-03-24, 17-04-91, 17-08-97, 17-09-84, Fax. 17-02-04




PILGRIM'S
PRIDE

POR LO TANTO, APOYAMOS LA FUSION DEL UP/SP, CON LA SEGURIDAD ©DE
QUE HARA FRENTE AL RETO COMPETITIVO DE SERVICIO, DE DESEMPENO y
DE EFTICIENCIA QUE TIENE CON EL BN/SF.

ATENTARENTE

SR, CARLES
JEFE

Y0, CARLOS CAMPOS CONTRERAS, DECLARO BAJO PROTESTA DE DECIR VERDAD
QUE LO ANTES ESCRITOQ ES CORRECTO Y VERDADERO. ADEMAS CERTIFICO -
QUE ESTOY CAPACITADO Y AUTORIZADO PARA PRESENTAR ESTA DECLARACION.

QUERETARO, QRO., 01 DE ABRIL DE 1996.

ATERTADERT R

3\
SR. CARLOS AMROS CONTRERAS
JEFE DE TRAFICO.

PILGRIM’S PRIDE, S.A. de C.V.

Av. 5 de Febrero 1408 Col. San Pablo 76130 Querétaro, Qro.
Tels. 17-01-78, 17-03-24, 17-04-91, 17-08-97, 17-09-84, Fax. 17-02-04




SWORN STATEMENT MADE BY CARLOS CAMPOS CONTRERAS ON BEHALF
OF PILGRIM'S PRIDE, 8.A.LE C.V.

MY NAME IS CARLOS CAMPOS CONTRERAS, AND [ HOLD THE POSITION
O TRAFFIC MANAGER. MY DUTIES CONSIST OF PROVIDING FOT OWUP
ACTIVITILS ON SHIPMENTS MADT: BY TRUCK OR RAILWAY CAR IN ORDER
0 AVOID PLANT STOPPAGLS DUR TO '[41}} } ACK OF SUPPLIES, IN
ADDITION TO UTILIZING THE MOST SFFICIKNT FRIIGHT SERVICE FOR
{178 PURPOSE OFF RRDUCING AND RLIMINATING PAYMENT'S ARISING DUE
TO DELAYS.

THE COMPANY PREPARES POULTRY FELD
PRODUCES CHICKEN MEAT. SUPPLIES ARL
SING PLANTS LOCATED IN THE

(CORN/SORGHUM) ARE THE
A5 AND TEXAS, BY MEANS OF THE
BAGLE PASS AND BROWNSVILLE. THE
000 TONS PFR YEAR.

CIFIC. AND

SOUTHERN
RESULT IN A STRONGER, MORE COMPLETE AND BETTER INTEGRATED
RAILWAY AS REGARDS TRANSPORTATION SFRVICES.

soMt OF THE SKRVICES WE CAN DENTIFY ARE THE FOLLOWING: .

A THE PROVISION OF A COMPLETE DIRBCT SERVICE WITI1 A
SINGLE RAILWAY.

B) SHORTER ROUTES WITH BETTER RUNNING TIME.

<) DINITRR AV AV ADILITY OF DQUITMALN'TI" AMID RETTRR DISTRIDUTIONM
AND UTILIZATION OF SAME.

P) TOHAVETHE ALTERNAITVE OF TWO STRONG AND IMPORTANT
RAILWAYS WITH ACCESS TO THE BORDER CROSSINGS MOST USED
BY OURSELVES, SINCE BN/SF 14AS BEEN GRANTED RIG] TIs 10
UTTLIZE TVE LINE TO BROWNSVILLE AND EAGLE PASS.

WF THERETORE SUPPORT THE UP/SP MERGER, AND ARE CONFIDENT

—t— " ot .
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THAT IT WIL1. MEET TTIR COMITTTITVY: CITALLDNGOE OT SERVIOL, OF
PERFORMANCE AND OF EFFICIENCY WITH BN/SF.

YOURS VERY TRULY,

CARLOS CAMPOS CONTRFRAS,
HRAD OF TRAFFIC.

1, CARLOS CONTRERAS, DECLARE UNDER OATH THAT THE FOREGOING IS
CORRECT AND TRUE, AND ALSO CERTIFY THAT I AM EMPOWRRED AND
AUTHORIZED TO FILE THIS 8TATEMENT.

QUERRTARO, QRO., APRIL 1, 1996,

CARLOS CAMPOS CONTRERAS
HEAD OF TRAFFIC

¢C8TSke XIVd




Mr. Vernon Williams, Secretary
Surface Transportation Board
Room 3315

12th and Constitution Avenue, WV,
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties liled comments with the Surface Transportation Board
(STB) requesting conditions that would result in divestitures of massive and crucial parts of the
merged UP/SP syslem on the east end of the SP system (El Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Centsal Comridor (Stockton, CA - Heringlon, KS):

These conditions should not be imposed for the following reasons:

y 5 UP is the only carier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

- & Shippers Wd lose single-line service if these Imes were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe - shippers
would face a splintered western rail system.

The tremendous public benefits associated wilh the UP/SP merger, including
increased capacity and faster, more rellable sevice, would be significantly reduced
or eliminated.

Other cantiers want to "cherry pick” valuable parts of the UP/SP system for their own
benefit. oy ; : o

Users uf these lirnes would face an uncestain future of not knowing which railroad
would provide service, or the prospect of being served by a small railroad whose
ability to provide service is a complete unknown.

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismemberment of SP and tho loss of vital rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board 1ot to carve up the UP/SP system, and pot to jeopardize the UP/SP
merger. | strongly urgs the STB not to grant these conditions and to approve the UP/SP merger
conditioned only by the Selllement Agreemoents. Such approval will maintain and increase
competition througtiout the westeri United States and aliow UP to fulfill its commitment to invest an
additional $1.3 billion iy capital e»penditures into a combined UP/SP system.




PRECISION

FLAMECUTTING
AND STEEL, INC.

PO. BOX 55948 ¢ HOUSTON, TEXAS 77255 <« PHONE (713) 861-6171
FAX (713) 864-6400

April 25, 1998

RE: UP/SP Merger, F.D. No. 322760
Dear

On March 29, 1996 several parties filed comments with the Surface
Transportaticn Board (STB) requesting conditions that would result
in divestitures of massive and crucial parts of the merged UP/SP
system on the east end of the SP system (El Paso - New Orleans and
Eagle Pass/Brownsville-Chicago) and in the Central Corridor
(Stockton, CA - Herington, KS):

These conditions would not be imposed for the following reasons:

5 e UP is the only carrier to offer to purchase the entire SP and
to provide a detailed operating plan that will produce
significant service improvements.

Shippers would lose single-line service if these lines were
sold off. Instead of having two comprehensive, competitive
rail networks - UP/SP and BN/Santa Fe - shippers would face a
splintered western rail system.

The tremendous public benefits associated with the UP/SP
merger, including increased capacity and faster, more reliable
service, would be significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable parts of the
UP/SP system for their own benefit.

Users of these lines would face and uncertain future of not
knowing which railrcad would provide service, or the prospect
of being served by a small railroad whose ability to provide
service is a complete unknown.

Imposing these conditions could undo UP/SP’s pro-competitive
settlement with BN/Santa Fe, and cause the entire UP/SP merger
to be abandoned - risking the dismemberment of SP and the loss
of vital rail service.

As a concerned rail user who will be adversely impacted by these




proposed divestiture conditions, I urge the Board not to carve up
the UP/SP system, and not to jeopardize the UP/SP merger. I
strongly urge the STB not to grant these conditions and to approve
the UP/SP merger conditioned only by the Settlement Agreements.
Such approval will maintain and increase competition throughout the
western United States and allow UP to fulfill its commitment to
invest an additional $1.3 billion in capital expenditures into a
combined UP/SP system.

I declare under penalty of perjury that the foregoing is true and
correct. Further, I certify that 1 am qualified and authorized to

4::;§9ment Executed on April 25, 1996.

Company

JWS/tb 1558




Mr. Vernon Williams, Secretary
<urface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merge’, F.D. No. 32760
Dear Mr. Wililams:

On March 29, 1996 several parties filed comments with the Surface Transportation Board
(STB) requesting conditions that would resuit in divestitures of massive and crucial pa:ris o the
merged UP/SP system on the east end of the SP system (El Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Comdor (Stockton, CA - Henngton, KS):

These conditions should not be imposed for the following reasons:

3 ) UP is the only carrier to offer to purchase the entire SP and to provide a detailed
operating plan that will produce significant service improvements.

Shippers would lose single-line service if these lines were sold off. Instead of having
two comprehensive, competitive rail networks — UP/SP and BN/Santa Fe —~ shippers
would face a splintered westem rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly reduced
or eliminated.

Other carriers want to "chery pick" valuable parts of the UP/SP system for their own
benefit.

Users of these lines would face an uncertain future of not knowing which railroad
would provide service, or the prospect of being served by a smail railroad whose
ability to provide service is a compiete urknown.

Imposing these conditions could undo UP/SP's pro-competitive settiement with
BN/Santa Fe, and cause the entire UP/SP merger to be abandoned — risking the
dismemberment of SP and the loss of vital rail service.

As a concemed rail user who will be adversely impacted by these proposed divestiture
conditions, | urge the Board pot to carve up the UP/SF system, 2nd pot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and o approve the UP/SP merger
conditioned only by the Settlement Agreements. Such approval will maintain and increase
competition throughout the westemn United States and allow UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combined UP/SF system.

are under penalty of perjury that the foregoing is true and correct. Further, ) certify that
qudkfied and authorized to file this verified statement. Executed on April , 1986.

(Signaturg)) 7 W,,/ ’ @t?;:.)
N M»DJ{‘.@‘%%

\ (Company)
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April 25, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

Re: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams,

On March 29, 1996 several parties ‘iled comments with the Surface Transportation ?oard (STB) requesting
conditions that would resuli in divestitures of massive and crucial parts of the merged UP/SP system on the east end
of the SP system (El Paso - New Orleans and Eagle Pass/Brownsville Chicago) and in the Central Corriacr
(Stockton, CA - Henington, KS):

These conditions should not be imposed for the following reasons:

UP is the only camer to offer to purchase the entire SP and to previde
a detailed operating plan that will produce sigmficant improvements

Shippers would lose single-line service if these lines were sold off. Instead
of having tow comprehensive, competitive rail networks—UP/SP and
BN/ATSF-shippers would face a splintered western rail system.

The tremendous public benefits associated with the UP/SP merger, including
increased capacity and faster, more reliable service, would be significantly
reduced or eliminated.

Other carriers want to “cherry pick” valuable parts of the UP/SP system for
thair own benefit.

Users of these lines would face an uncertain future of not knowing which
railroad would provide service, or the prospect of being served by a small
railroad whose ability to provide service is a complete unknown.

Imposing these conditions could undo UP/SP’s pro-competitive settlement
with BN/ATSE, and cause the entire UP/SP merger to be abandoned--risking
the dismemberment of SP and the loss of vital rail service.

As a concerned rail user who wili be adversely impacted by these proposed divestiture conditions, [ urge the
Board not to carve up the UP/SP system, and not to jeopardize the UP/SP merger. I strongly urge the STB not to
grant these conditions and to approve the UP/SP merger conditioned only by the Settlement Agreements. Such
approval will maintain and increase competition throughout the western United States and ailow UP to fulfill its
commitment to invest an additional $1.3 billion in capital expenditures into a combined UP/SP system.

I declare under penaity of perjury that the foregoing is true and correct. Further, I certify that I am qualified
and au ed 1d file this verified statement. Executed on April _J ~ , 1996.

4/25/96
(Title)

SLf*\f o "5(‘(,.3%
P ces dant

RAIL VAN, INC.

400 W. Wilson Bridge Road P.O. Box 328 Worthington, Ohio 43085
614-436-6262 800-837-7584
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Mr. Vernon Williams, Secretary April 23, 1996

Surface Transportation Board
Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

On March 29, 1996 several parties filed comments with the Surface Transportation Boasd -
(STB) requesting conditions that would result in divestitures of massive and crucial parts of
merged UP/SP system on the east end of the SP system (F:! Paso - New Orleans and Eagle
Pass/Brownsville-Chicago) and in the Central Corridor (Stockton, CA - Herington, KS):

'y

These conditions should not be imposed for the following reasons:

T UP is the only carrier to offer to purchase the entire SP and to provide a detail
operating plan that will produce significant service improvements.

Shippers would lose single-iine service if these: lines were sold off. Instead of havi
iwo comprehensive, competitive rail networks ~ UP/SP and BN/Santa Fe -- shippe
would face a splintered westem rail system. ; :

The tremendous public benefits associated with the UP/SP merger, includig '
increased capacity and faster, more reliable service, would be significantly reduc:
or eliminated. Ty

Giler Caimiers wani lo “chery pick” vaiuabie parts of the UP/SP system for their !
benefit. awr "

Users of these lines would face an uncertain fuiure of not knowing which railroaﬁ
would provide service, or the prospect of being served by a small railroad whos
ability to provide service is a complete unknown. )

EN/Santa Fe, and cause the entire UP/SP. merger to be abandoned - risking

Imposing these conditions could undo UP/SP's pro-competitive settlement wi
dismemberment of SP and the loss of vital rail service. ' R

."“




1555 W. Hawllowne Sane + West Chicage, Hincis 60185-1821
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As a concemed rail user who will be adversely impacted by these proposcd divestiture
conditions, | urge the Board not to carve up the UP/SP system, and piot to jeopardize the UP/SP
merger. | strongly urge the STB not to grant these conditions and to apprave the UP/SP merger
conditioned only by the Settlement Agreements. Such approvai wii maintain ana increass
competition throughout the westem United States znd 2!low UP to fulfill its commitment to invest an
additional $1.3 billion in capital expenditures into a combi 1ed UP/SP system.

that the foregoing is true and comrect. Further, | certify that
is verified statement. Executed on April 23 , 1696.

. _ PRESIDENT
(Signature) (Title)

SCARPELLI MATERIALS
(COmp'any)

T Bpes Fiw Tiinking O Us




SCHNITZER STEEL PRODUCTS

1101 Embuarcadero West (94607) P.O.Box 747 Oakland, California 94604
Phone (510) 444-3919 FAX (510) 444-3370

T
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47 ppril 17, 1996

Mr. Vernon Williams, Secretary
surface Transportation Board

Room 3515

12th and Constitution Avenue, N. W.
Washington, D. C. 20423-0001

RE: UP/SP Merger, F.D. No. 32760
Dear Mr. Williams:

Oon March 29, 1996 several parties filed comments with the Surface
Transportation Board (STB) requesting conditions that would
result in divestitures of massive and crucial parts of the merged
UP/SP system on the east end of the SP system (El1 Paso-New
Orleans and Eagle Pass/Brownsville-Chicago) and in the Central
Corridor (Stockton, CA-Herington, KS):

These conditions should not be imposed for the following reasons:

1. UP is the only carrier to offer to purchase the
entire SP and to provide a detailed operating plan
that will produce significant service improvements.

Shippers would lose single-line service if these
lines were sold off. Instead of having two
comprehensive, competitive rail networks-UP/SP
and BN/Santa ra-shippers would face a splintered
western rail system.

The tremendous public benefits associated with
the UP/SP merger, including increased capacity
and faster more reliable service, would be
significantly reduced or eliminated.

Other carriers want to "cherry pick" valuable
parts of the UP/SP system for their own benefit.

Users of these lines would face an uncertain future
of not knowing which railroad would provide service,
or the prospect of being served by a small railroad
whose ability to provide service is a complete unknown.

Imposing these conditions could undo UP/SP's pro-
competitive settlement with BN/Santa Fe, and cause

the entire UP/SP merger to be abandoned-risking the
dismemberment of SP and the loss of vital rail service.

As a concerned rail user who will be adversely impacted by these,
proposed divestiture conditions, I urge the Board not to carve up

®
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Mr. Vernon Williams, Secretary
April 11, 1996
Page 2

the UP/SP system, and not to jeopardize the UP/SP merger. I
strongly urge the STB not tc grant these conditions and to

the UP/SP merger conditioned only by the Settlement Agreements.
Such approval will maintain and increase competition throughout
the western United States and allow UP to fulfill its commitment
to invest an additional $1.3 billion in capital expenditures into
a combined UP/SP system.

I declare under penalty of perjury that the foregoing is true and
correct. Further, I certify that I am qualified and authorized °
to file this verified statement. Executed on April 7 , 1996.

/%WM Ex, Viee ///)W/-
(Signaturé J (Title)
/J:Zﬂ@ W 9,

(Company) ¢

up/sp.merger
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Apn! 26, 1996

Mr. Versoa Williams

Secretary

Surface Transporation Board
Ruom #3318

12% and Coostiiutioe Aveaue, N.W.
Washiagioa, D.C. 20423-0001

RE: UP/SP Merger, F.D, No. 32760
Dear Mr. Williams:

On March 29, 1996 several parnies filed comments with ibe Surface Vranspestation Board
(STB) requesting conditions 1hat would result in divestitures of mass've and crucial patis of
the merged UP/SP system on the east e&n . of tbe SP sysiem (E! Puso - New Orleans and
Eagle Pass/Brownsville-Chicagn) and in the Ceatral Corridor (Stockion, CA  Hemogton,
KS):

These coaditions should not be imposed for the following reasons?
I. To the best of our knowledge, UP is the oply carrier 10 offer to purchaxe the entire SP

and 10 provide a dewailed operating plan that will produce significant savice
improvemenis.

Shippers would lose single-lioe servica if these lines were sold off. lnsiead of baviag
two comprebeasive, compeutive rasl networks -- UP/SP aud BN/Santa Fe - shippess
would face a splintered western (il gystem.

Anticipated beaefits ussociated wilh (be UP/SP mesger, include increasud capacily and
faster, more reliable service, would be sigaificantly reduced or elimicated.

Accordingly. Toyota wrges ibe Boaid {0 ok consider these proposed divestilure condition:,
but 10 rule on the UP/SP merger conditioned nly by the Settlement Aggeements alrs v
submutted in conjunction with (he proposea mevger.




CITY HALL - 250 EAST L STREET + BENICIA, CA 94510 « (707)746-4200

April 25, 1996

Facsimile Transmission (202) 778-5338

Mr. Vernon Williams
Surface Transportation Board

Subject: UP/SP MERGER CASE, FINANCE DOCKET NO. 32760, UNION
PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY
- AND MISSOURI PACIFIC RAILROAD COMPANY --- CONTROL AND
MERGER SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN
PACIFIC TRANSPORTATION COMPANY ET. AL.

Dear Mr. Williams:
This is a verified statement of Otto Wm. Giuliani, City Manager of the City of Benicia,

California. The City of Benicia supports the above proposed merger action tounded on the following
beneficial City impacts:

. Raise the economic and fiscal competitiveness of the Benicia Port to retain existing
industry and attract industry dependent on efficient rail transportation services.

Increase public health and safety as UP has the capital resources to make the
necessary new investment in track maintenance and repairs

Create new job, revenue and investment opportunities through' linkages with the
Benicia Port. For example, Mazda Motor Company is expected to relocate their
Oakland based operation to Benicia pending merger approval.

UP is known for providing top quality rail transportation services to business and
industry. Therefore, the City expects positive economic development outcomes from
this merger including new jobs, municipal revenues and indirect economic job and
revenue benefits for the community.

Help our existing industrial base to be more competitive as UP can provide more
efficient operations that will mean lower costs for companies located in the Benicia
Industrial Park and, thus, greater economic competitiveness. for the City of Benicia.

ERNEST F. CARROCCHI, Mayor 4 " OTTO WM. GIULIANI, City Manager
Members of the City Council ** ..ro* VIRGINIA SOUZA, City Treasurer
CAREY CORBALEY Vice Mayor * JOHN SiLVA * JERRY HAYES e« PEPE ARTEAGA - FRANCES GRECO, City Clerk




Mr.-Vernon Wnlhams
Page 2

Measurably elevates the quality of rail services provided to Benicia Industrial Park
firms that will help the City retain existing business ﬁrms and encourage expanding
firms to expand in Benicia:

Therefore the City of Benicia strongly urges favorable action on this matter. Thank you for
your consideration.

Sincerely,

Otto Wm: Giuliani
.City Manager

Attachment
ol ‘Veriﬁcatiqn

- cc: - Assistant City Manager/Economic Development Director

lsplt//




VERIFICATION

State of California
County of Solano

I, Otto Wm. Giuliani, declare under penalty of perjury that the foregoing is
true and correct. Further, I certify thot I am qualified and authorized to file
this verified statement. Executed on the 25th day of April, 1996.

Otto Wm. Giuliani

City Manager

Subscribed and swbm to before me this 25th day of April, 1996.

O%ﬂ QWWJ

LN/QV Public

’ -sz' X
My Commission Expires: | 2 ?ﬂéz_ 3 / 7‘/ f/ i S / Wy Comm- Exprs AUG 18, 1087




April 25, 1996

Mr. Vernon Williams, Secretary
Surface Transportation Board

Room 3315

12th and Constitution Avenue, N.W.
Washington, D.C. 20423-0001

RE: Union Pacific / Southern Pacific Merger,
Finance Docket No. 32760

Dear Mr. Williams,

On March 29, 1996 several parties filed comments with
the Surface Transportation Board (STB) in the Union Pacific /
Southern Facific merger proceeding requesting conditions that
would result in divesticure of massive and crucial parts of
the merged UP/SP system o1 the east end of the SP system (El
Paso - New Orleans and Eac¢le Pass/Brownsville - Chicago) and
in the Central Corridor (Stockton, CA - Kansas City). Among
the comments filed was the application of Montana Rail Link
(MRL) to acquire lines and equipment of the UP/SP in the
Central Corridor. MRL also requested the STB's approval to
acquire the UP's Silver Bow, ID line.

Eastern Idaho Railroad submits these comments in
opposition to the MRL application and request for condit .ons
on the UP/SP merger. We specifically ask that the STB re'ect
the MRL progosal, and in particular MRL's stated desire t»
buy the UP line between Silver Bow and Pocatello, ID.

The MRL resgonsive application states that a corporate

cousin to MRL will purchase ard operate a Central Corridor
route consisting primarily of the old SP route and purchase
from the UP it's Pocatello to Silver Bow line to allegedly
provide better competition than the current UP agreement with
the BNSF. The MRL also proposes to purchase without
limitation, the locomotives, cars, and various other
equipment currently used by the UP/SP on the lines. While we
have some feelings regarding the proposed purchase of the
Central Corridor route, we are far more concerned with the
proposed acquisition of the UP's Silver Bow line and its
proposed equipment acquisitions.

The Eastern Idaho Railroad is a regional railroad that

serves two markets in eastern and southern Idaho. The first
is located around the Idaho Falls area and is comprised of

316-231-2230 315 W. 3rd « Pittsburg, KS 66762 FAX 316-231-2568




approximately 110 miles of rail lines. The second is located
in and around the Burley/Twin Falls area in southern Idaho
and consists of approximately 150 miles of rail lines. The
EIRR was purchased from the UP in 1993 and has been
successful in growing the business on it's lines with the
help of the UP.

The EIRR's primary business, on the section of track
most affected by the proposed MRL application, is the
transportation of fresh and frozen potatoes from potato
houses in the Idaho Falls area, destined to locations on the
UP and beyond. The EIRR currently handles approximately 4,000
loads per year. These Eerishable shipments are extremel
time sensitive and truck competitive. The EIRR has service
commitments to it's customers that are somewhat unigue in the
railroad industry. A shipment that is billed today must be
at the Idaho Falls UP interchange by midnight tonight or we
pay a substantial rebate. The UP has some very stringent
service commitments to it's customers also. For example, once
that shipment reaches Idaho Falls the UP is committed to
getting it to Chicago by the fourth dag after billing. The
coordination and cooperation between the EIRR and the UP has
to be very efficient in order for the shipments to remain on
rail. Since the EIRR's inception the rail service to the
potato indust has worked extremely well. We have and
continue to take business off the highway and on: o the rail.

One of the main reasons for this program's success 1as
been the ability of the UP to provide refrigerated box cars
to be used for potato shipments. The UP is the owner of the
largest fleet of refrigerated equipment in the count and
has recently acquired some cars that were in use on the BNSF.
Because of the perishable shipments, the UP has an extensive
support system to maintain those reefer cars in route. The UP
has its largest reefer shop at Pocatello, Idaho that has made
it possible to keep this perishable business on the rail. As
another convenience to the customer and to the EIRR, the UP
provides two support personnel who work on the cars, used on
the EIRR, to insure quality customer service. Without this
total commitwant by the UP to provide specialized
refrigerated equipment and in route sugport maintenance the
transportation of potatoes by rail would not be possible.

The MRL's proposal to purchase and operate the UP's
Silver Bow to Pocatello line could potentially severely
impact our ability to continue to serve this potato market.
It is very doubtful that MRL could make the same type of
commitments that the UP has made, in order for us to
transport perishable shipments. If they buy the reefer
equipment necessary to move our shipments in Idaho Falls from
the UP, this would impact the southern end of our railroad
around Burley/Twin Falls because it would reduce the number
of cars in the UP fleet that are currently pooled for use on
the EIRR and on the UP. Simply, buying reefer cars and




allowing us to use them will not be sufficient. The support
mechanisms in Tlace on the UP will have to replaced either by
us or MRL locally and by the MRL for in route maintenance and
support. This type of raintenance commitment was not defined
in the MRL application. MRL would also have to commit to some
stringent operating requirements, just as the UP has done to
insure timely and efficient service. In most instances, the
longer routes and slower schedules imposed on our shippers by
the MRL progosal would drive the business to truck. We are
confident of this assumption, because even though rail is far
more economical than truck, the timing of the shipment's
delivery is the most critical asgect of the potato shipment.
If rail service cannot get the shipment to destination on
time, it will go by truck.

It is plain to see that MRL's statement that their
proposed acquisitions will not threaten any railroad's
essential services is false. It will threaten our ability to
serve the potato industry in and around Idaho Falls. MRL
reasons that their primary cause for filing the Responsive
Application was their concern over the adverse impact the
UP/SP merger would have on competition for rail service on
the Central Corridor in general and on coal transportation in
particular. If that truly is the case then MRL's desire to
purchase and control the Pocatello to Silver Bow, UP line
should be left out of the argument, because that specific
purchase has no positive effect towards reaching the stated
Responsive Application's goal of Central Corridor
competition. In our opinion, the Central Corridor competitive
question can be resolved through the BNSF agreement or one
similar in nature, and MRL's desire to purchase the UP line
between Silver Bow and Pocatello should be turned down
because of the potential adverse impact it would have on the
EIRR and it's potato customers.

I declare under penalcy of perju that the foregeoing is
true and correct. Further, I certify that I am qualified and
authorized to file this verified statement. Executed on April

25, 1996.

Pkl 154
Richard Webb

(Title)
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DONELAN, CLEARY, WOOD & MASER, P.C.

ATTORNEYS AND COUNSELORS AT LAW

Suite 750
1100 New York AVENuEg, N.W.

OFFICE: (202) 371-9500 WasHingTow, D.C. 20005-3934 TELECOPIER: (202) 371-0900

April 29, 1996

Honorable Vernon A. Williams
Secretary

Surface Transportation Board
1201 Constitution Avenue, N.W.
Washington, D.C.

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

Dear Secreiary Williams:

Pursuant to Decisicn No 32, enclosed for filing with the Board is an
original and five (5) copies of the Certificate of Service of Kennecott Utah
Copper Corporation and Kennecott Energy Company (“KENN”) certifying that a
copy of an index listing all numbered documents filed to date by Kennecott has
been mailed to all additional parties of record in this proceeding.

Respectfully submitted,
P

John K. Maser III

Jeffrey O. Moreno

Attorneys for Kennecott Utah Copper
Corporation and Kennecott Energy
Company

ENCLOSURES
3760-620 | - T

fa
Officact o auintary

APR 3 0 1996
— [—.“ .
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Index of Documents Filed With the
Surface Transportation Board :
By Kennecott T'tah Copper Corporation ard /N
Kenneco't Energy Company .
Finance Docket No. 32760

KENN-1 12/4/95 Notice of Intent to Participate

KENN-2 1/16/96 First Set of Interrogatories and
Requests for Production of Documents
of Kennecott Utah Copper Corporation
and Kennecott Energy Company to
Applicants.

1/29/96 First Set of Interrogatories and Request
for Production of Documents of
Kennecott Utah Copper Corporation
and Kennecott Energy Company to
Burlington Northern Railroad
Company and the Atchison, Topeka
and Santa Fe Railway Company.

2/26/96 Index of Documents filed by Kennecott
pursuant to Decision No. 16.

3/4/96 Kennecott Utah Copper Corporation’s
and Kennecott Energy Company’s
Objections to Applicants’ First Set of
Interrogatories and Requests for
Production of Documents.

3/5/96 Notice to the Surface Transportation
Board correcting number used on
Kennecott-5.

3/11/96 Index of Documents filed with the STB

- to date sent to additional parties of

) ~mrt record.
Office cf lhe - asrotary 1




KENN-11

KENN-14

KENN-15
KENN-16

3/12/96

3/18/96

3/29/96

3/29/96

4/1/96

4/9/96

4/10/96

4/19/96
4/19/96

4/29/96

Kennecott Utah Power Copper
Corporation’s and Kennecott Energy
Company’s Initial Responses to
Applicants’ First Set of Interrogatories
and Reguests for Production of
Documents.

Reply to Applicants’ Appeal from
ALJ’s Order Restricting Applicants’
Discovery.

Highly Confidential Comments and
Evidence, and Request for Conditions
by Kennecott Energy Compeany.

Redacted Comments, Evidence, and
Request for Conditions by Kennecott
Energy Company.

Additional Responses to Applicants’
First Set of Interiogatories and

Requests for Production of Documents.

Kennecott Energy Company’s
Objections and Responses to
Applicants’ Second Set of
Interrogatories and Requests for
Production of Documents.

Joint Motion for Clarification of
Decision No. 6.

Deposition Excerpts.

Objections and Responses to
Applicants’ Twelft Set of Discovery
Requests.

Comments in Support of the
Responsive Application of Montana
Rail Link, Inc.




CERTIFICATE OF SERVICE

I hereby certify that, pursuant to Decision No. 32, a copy of the foregoing
INDEX OF DOCUMENTS FILED BY KENNCOTT UTAH COPPER CORPORATION AND
KENNECOTT ENERGY COMPANY has been served via first class mail, postage
prepaid, on all additional parties of record in this proceeding on the 29th day of
April, 1996.

Elinor G. Brown
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

MISSOURI PACIFIC RAILEVAD COMPANY
— Control and Merger — SOUTIE.RN PACIFIC CORPORATION,
ST. LOUIS SOUTHWESTE R RAILWAY COMPANY, 1 5=
SPCSL CORP., AND 'HE DENVER AND Office c.! 1. “acrgtan

RIO GRANDE WESTERN RAILROAD COMPANY,
APR 3 G 1996

My name is Thomas L. Moranz, Manager, Distribution Logistics, for the Quantum
Chemical Corporation. | have been employ2d by Quantum for twenty years. Quantum
is a member of the Chemical Manufacturers Association (CMA). | currently represent

Quantum on the CMA Rail Task Group, an authorized CMA Distribution Committee
Task Ciroup, to promote the safety and efficiency of all aspects of rail transportation.

Verified Statement of Thomas L. Moranz

Statement:

Quantum does not oppose the merger of the Union Pacific (UP) and the Southern
Pacific (SP) railroads. However, we want to ensure that the Surface Transportation
Board recognizes that the CMA agreement with the UP/SP/BNSF does not address all
of Quantum's concerns and remedies as specified in "Comments of Quantum Chemical
Corporation” filed on March 26, 1996.

We want to speak for ourselves and reiterate four specific concerns and remedies
including:

1. The loss of new competitive opportunities: Quantum's Chocolate Bayou,
Texas facility is solely served by, or captive on, the Union Pacific. Prior to
the announcement of the merger, Quantum was in discussion with the
Southern Pacific regarding the construction of a rail line from Galvesten,
Texas to Chocolate Bayau which would serve Quantum's Chocolate
Bayou manufacturing facility.

Remedy: Chocolate Bayou, Texas must be openad to access for
originating shipments by a competing class | rail carrier, to
compensate for the lost build-in cpportunity which will occur
with the merger.




QCC-4

The loss of competitive opportunities between existing origins: Quantum
has a facility at Chocolate Bayou, Texas, which is captive on tihe Union
Pacific, and a facility at Williams, Texas, which is captive on the Southern
Pacific. Both facilities have the ability to produce s'milar polyethylene
froducts. Quantum is able to leverage its ability to swing production
capacity between the two facilities, to take advantage of the current
competition between the Union Pacific and the Southern Pacific for
originating freight traffic.

Remedy: Williams, Texas must be opened to access for originating
shipments by a competing class [ rail carrier, to compensate for
the loss of competition due to geographic leveraging between
the Union Pacific and the Southem Pacific.

The loss of competition at industries served by Southern Pacific via
Econorail at Baytown, Texas: It is unclear whether or not Seapac via
Econorail, Baytown, Texas will be covered by the UP/BNSF Agreement.
Quantum presently uses Seapac for regional distribution and Seapac can
ship and receive either by the Union Pacific or the Southern Pacific.

Remedy: Seapac (via Econorail), Baytown, Texas must be opened to
access for originating and receiving traffic by a competing class
| rail carrier, or the UP/BNSF Agreement must be clarified with
respect to granting access rights to the BNSF for service to
Seapac (via Econorail).

The maintenance of three class | carriers at Strang, Texas: Prior to the
merger of the Burlington Northern and the Santa Fe, four class | railroads
competed for freight from and into Strang, Texas. Subsequent to the
merger of the Burlington Northern/Santa Fe, the number of class ! carriers
at Strang has been reduced from four to three. Under the pronosed
merger, competition will be further reduced from three to two class |
competitors.

Remedy: Strang, Texas must be opened to access to a class | carrier, to
preserve the present level of competition by three class |
railroads.

Quantum believes if the Surface Transportation Board imposes these conditions upon
the merger, both improvements in service and preservation of competition can be
achieved in the proposed merger.

[, Thomas L. Moranz, declare under penalty of perjury that the foregoing is true and
correct. Further, | ~ertify that | am qualified and authorized to file this verified
statement, executed on this 28th day of April, 1596.




Respectfully submitted,

Tk i B

Thomas L. Moranz
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April 25, 1996

Vernon A. Williams

Secretary

Surface Transportation Board
12th & Constitution Avenue, N W,
Washington, D.C. 20423

Re: Kansas Shippers Association, Now (T. . State)
Comments in Finance Docket No. 32760

Honorable Secretary Williams,

There is enclosed the comments of Tri-State Shippers (Kansas, olorado, Oklahoma
Shippers Association), which is due on April 29, 1996. The original and 20 copies with a
Word Perfect 5.1 floppy is being mailed by USA Postal Service Priority Mail sysitem. A copy
will be mailed first class to A.L.G. Nelson and all parties of record who have requested same.

c/c: Governor Bill Gr ives
Autorney General Carla Stovall
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Finance Docket No. 32760

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY AND
MISSOUR: 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

KANSAS -COLORADO - OKLAHOMA SHIPPERS ASSOCIATION’S
RESPONSE IN SUPPORT OF MONTANA RAIL LINK, INC.
PURCHASE OF APPLICANTS’ CENTRAL CORRIDOR LINES AND
THE KCS RAILWAY TO SERVE THE STATES OF KANSAS AND OKLAHOMA

By: James J. Irlandi

STB Practitioner

1809 N. Broadway / Suite F
Wichita, Kansas 67214

Ph: 316-264-9630

Fax: 316-264-9735

DUE DATE: April 29, 1996
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BEFORE THE
SURFACE TRANSPORTATION BOARD
WASHINGTON, D.C. 20423

Finance Docket No. 32760

UNION PACIFIC CORPORATION, et al.,
-- CONTROL AND MERGER -
SOUTHERN PACIFIC RAIL CORPORATION, et al,

KANSAS-COLORADO-OKLAHOMA SHIPPERS ASSOCIATION’S
RESPONSE IN SUPPORT OF MONTANA RAIL LINK, INC.
PURCHASE OF APPLICANTS’ CENTRA ™. CORRIDOR LINES AND
THE KCS RAILWAY TO SERVE THE STATES OF KANSAS AND OKLAHOMA

PREFACE

Comes now the Kansas-Colorado-Oklahoma Snippers Association to inform all parties of
record that three Colorado shippers and two Oklahoma compani :s have joined the UP-MP and SFE

Shippers Group, therefore, there was a need to ideatify these new shippers in our joint state filing.

TWO MAIN ISSUES NOT RESOLVED
IN THIS PROCEEDING

1. THE CENTRAL CORRIDOR
2. REPLACEMENT OF THE SP RAILROAD BY THE KCS

RAILROAD ON TEE LINES OF EITHER THE UP-SP OR BNSF
RAILROADS.

The shippers of our Association continue to have need for competitive railroads other than
the UP-SP or the BNSF railroads to serve the states of Kansas, Colorado, Oklahoma and Texas.
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ISSUE NO. 1
THE CENTRAL CORRIDOR

The UP’s secondary mainline running east and west through the states of Kansas and
Colorado has need of an alternate carrier other than the BNSF and or a short line railroad in order
to provide the service, equipment and rates required to compete with shippers north of them on the
mainline of the UP railroad extending from, Atilene }'S to Denver Colorado. How important is this
Central Corridor (MP line to Pueblo) and how 1s the UP to implement the need for service? Rumors
are rampant thet a shortline railroad may have the first opportunity to acquire and operate the line.

A shortline railroad would need additional equipment such as locomotives, LO Hopper cars
and have the opportunity to control its through rates beyond its connection with the UT. Thus is not
the experience that Tri-State’s shippers have encountered with their shortline railroads. The wishes
of the following groups have expressed the need for a different carrier to so acyuire and operate the
line other than the BNSF or shortlines: NIT League, The Western Shippers Cozlition, Weyerhauser
Company, Louisiana Pacific Corporation, Bartlett & CO,, Colorado Wheat Administration
Committee, Wormer involved in Farm Economics, Coalition for Competitive Transportation and
Mountain/Plains Communities & Shippers Coalition.

The United States Department of Justice also filed a statement in which there was stipulated
that the merger would incur serious anti competitiv= results without a competitive rail carrier in this
corridor. One of the larger Farmer Cooperatives also stressed the need for addition competition in
this Corridor. See Western Shippers’ Coalition Exhibit, WSC Ex. 4. Page 2. See verified statement
of Fredinc F. Schroct. It is an excellent statement on the need for an additional carrier and support
for Montana Rail Link (MRL).

Tri-State Shippers continue to support Montana Rail Link (MRL) in its quest to purchase this
Central Corridor line to Oakland. The new development reported in the Rocky Mountain news dated
Wednesday, Apri' 17, 1996 that MRL would purchase the entire SP lines has created controversy.
What ever posture this new development entails, Tri-State is grateful that MRL is willing to help
shippers aw. receivers of rail freight in this corridor.There is no need for a duopelisitc atmosphere
west of the Mississippi River.

When the BNSF announced that Joplin MO to Wichita line was to be sold, it was our shippers
group who suggested (hat the KCS purchase that line to serve Wichita and provide alternate service
with the shortlines, KSW, CKR and SK&O .

The Rail Business letter dated April 22, 1996, Volume 2, No 9 contained the following:

Kansas Shippers POd By BNSF’s Action At Augusta

“Shippers in and around Wichita, Kan. Are angry at what they see
as a pre-emptive strike by Burlington Northemn Santa Fe (BNSF) to keep the
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Kansas City Southern Railway (KCS) out of that market. Under the
impression that the Wichita-Joplin, Mo. Line -- which would have lmked
KCS’s mainline to Wichita -- was for sale, area sirrers, KCS and the
Kansas governor were stunned when they learned that BNSF had effectiveiy
cut the line by pulling up the crossing at Augusta, Kan.

Kansas shipp. s had been counting on the line sale as a wav to keep
a third Class I (specifically KCS) in Wichita if the Union Pacific Qailroad
(UP)-Southern Pacific (SP) merger is accepted. BNSF, UP and SP (through
trackage -ights) now serve the area. Sources say the cost of replacing the
crossing is prohibitive, thus eliminating the only opportunity for anothe:
Class I to own a line into Wichita.

BNSF spokesman Jim Sabourin said that the line isn’t fo. sale and
that the railroad hasn’t “even determined that it will be up for sale.” The
only explanation for the misunderstanding, Sabourin thought, was a meeting
between BNSF and union leaders in which the railroad’s planned sale of
4,000 miles of line was discussed and “the Wichita-Joplin line was
mentioned.

Regardless of whether the line officially is for sale, Kansas interests

say look at the timing. The crossing was dismantled only weeks after.

. A letter from KCS to BNSF expressing interest in the line.

. A meeting between KCS president Mike Haverty and Kansas Gov.
Bill Graves discussing the line.
A Feb. 16 meeting between the go -ernor and UP president Dick
Davidson in which the governor suggested that the sale of the Joplin
Ime, which he clearly vnderstood to be for sale, to KCS would be “a
reasonable solution” to the loss of competition from a UP-SP
merger. In a March 7 letter to Farmland Industries Inc., the
governor wrote that Davidson had committed “to communicate my
wishes to [BNSF CEO] Robert Krebs.”

“Scorched Earth Tactics”

“KCS'’s letter to BNSF expressing interest in the line was sent five
weeks ago. KCS received a letter back from BNSF lawyers basically saying
they weren’t certain the line was for sale. Two weeks later, KCS heard from
a shipper who had received a letter from BNSF indicating the line would be
cut. “We were somewhat shocked,” to learn what had happened, the KCS
source said. “We still stand ready to buy it, but not if it doesn’t go all the
way [to Wichita)”
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“A Kansas DOT (KDOT) source said the line “hadn’t been officially
for sale,” but that “my impression was [BNSF was} willicg to talk about it.”
Although he didn’t know about BNSF’s plan to pull up the Augusta crossing
until after the fact, the source understood that the track was removed
ostensibly to allow higher crossing speeds over BNSF’s north-south
mainline. The Wichita-Joplin line, boasting only 90-Ib.-rail ana a 25 mph
limit, has moved only 5,000-6,000 cars/year, he added.

Bu  “volume’s not the point,” asserted an area shipper.
“Competitiveness is the point. Without [the line] there isn’t the competition.
It’s scorched eartk ractics,” the shipper continued, “the only other thing I
can compare it to is pollution.”

“Rick Fleming, associate counsel to the governor, said: “In my
opmion [BNSF has] impeded our efforts” to maintain competition in Wichita
- which, incidentally, is one of the conditions the governor laid down for his
support of the UP-SP merger. UP can still meet the condition by granting
trackage rights into the city, but the counsel adinits that option will always
be second best to outright track ownership.”

The UP-SP do not want competition in the East-West and North-South Corndors

In the same newsletter, at page 3, the SP was reported as rejecting the MRL offer:

There is stated:
“SP Rejects MRL Offer”

“Montana Rail Link’s (MRL) informal offer to buy the entire SP has
~en officially rebuffed. Maintaining that it’s contractually bound to merge
with the UP, SP said there was no “real” offer from MRL and described
MRL as “a spoiler.”

“Earlier this month an MRL executive supgested to Rail Business
that MRL liked the SP franchise and would ccasider offering to buy the
whole thing (RB 4/8/96, p. 4). The decision to iollow up on this comment,
MRL said, followed scrutiny of Conrail’s offer to buy the Cotton Belt for
$1.5 billion: when MRL saw its offer and Conrail’s together, MRL realized
it could pay at least as much as UP’s $5.4 billion offer for the entire SP.

SP was “not receptive,” said the MRL exec who made the pitch.
Conceding that he never actually put hard numbers on the table, the exec
said he was surprised SP wouldn’* entertain the offer as a back-up.
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MRL would probably have bought the network whole, operated the
Central Corridor, Oregon and northern California routes, and spun off the
remaining seciions to other railroads, he said. Kansas City Southern
Railway and Conrail we' e contacted by MRL, and both expressed interest.

“There was no real offer on the table here,” reiterated SP spokesman
Larry Kaufman. “If you accept that, then why are they doing this?” SP’s
guess is that MRL wants to delay and hence jeopardize the merger, and then
pick up some of the SP pieces if the merger falls through.

In addition to playing down the informal MRL proposal, Kaufman
poured cold watcr on MRL’s more concrete bid of $613 million for the
Central Corridor. “Our people have run some numbers and [MRL is]
awfully close to wanting that property for nothing.”

Please note that MRL would operate the Central Corridor and northern California routes, as
the U.S.D.0O.J. has stated on competitive needs. MRL would work with KCS and Conrail on other
sections. This would provide the competition which Tri-State’s members need for protection of small
shippers and receivers which both the BNSF and UP-SP controlled system would not provide unless
help is received in your final decision in this proceeding.

ISSUE NO. 2

REPLACEMENT OF THE S” RAILROAD BY THE
KCS RAILROAD ON THE LINES OF EITHER THE
UP-SP OR BNSF RAILROAD

Tri-State continues to support the efforts of the KCS Railway to serve Kansas and Oklahoma.
We wish to remind the Board that the Kansas Shippers Association invited KCS Officials to Wichita
to converse with them concerning replacing the SP railroad. We also invited the KCS Officials to
discuss helping with the development of a container yard in Wichita to help other Kansas shippers
and receivers of commodities by the container mode of transportation. This reminder is necessary
because President Haverty has been the subje * of the same treatment accorded to other railroad
officials who have protested the merger between the UP and SP railroad, namely, Conrail, MRL and
Tex Mex Officials.

It was our Oklahoma members who generated the interest that the KCS Railway provide
competitive service in the 2-1 railroad Emd area. One shipper has suggested that Conrail provide
service to his plant on a shortline which line is intermediate to the origin plant. We continue to
«..pport the KCS’s effort and suggest that the Board adopt the U.S. Justice’s comments concerning
the markets of agricultural products where there would be a reduction of railroad service form 3 to
2 as analyzed by its witness Dr. Majure. This is stated at DOJ-8, Page 9, second parag:aph.
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NATION WIDE INTEREST ON MERGER

Small communities in the United States which are not involved in this merger proceedmg
have interest in this proceeding. An example is Pawcatuck. CT and Westerly R.I. The Westerly Rl
Sun dated 4-14-96 contained an article entitled “Justice Department opposes rail merger.” Pertment
to our support comments for the need for Montana Rail Link and KCS service is the following quote

“But antitrust officials said the number of possible rail cor.;=*iters would
decline from two to one or from three to two in hundreds of markets becav..” v{ the
merger. Only through competition can consumers be assured of the best price,” said
Arne Bingaman, assistant attorney general in charge of the Justice Department s
antitrust division.”

“The department is concerned that this transaction will create monopolies or
duopolies for crucial transnortation services that industries and consumers depend
upon throughout the U.S.,” she said in a statement. The three-member Surface
Transportation Board h»s the fnal say on the deal and is expected to make a decision
in August.”

“The railroads have proposed granting a third railroad company -- Burlington
Northern Santa Fe -- 3,800 miles of tracking rights as a remedy. But the Justice
Department called that suggestion inadequate. saying it wouldn’t prevent price
increases. And, it said, Burlington Northern would have to pay “an excessive
compensation rate for trackage rights.” Antitrust officials also said Union Pacific’s
and Southern Pacific’s claimed efficiencies appear to be vastly overstated and
nsufficient to outweigh possible rate increases.”

Pawcatuck has a population of 5,289 citizens and Westerly has a population of 16,477
individuals.

The Board may inquire what relationship do these two smaller communities have with this
merger proceeding” Westerly was formerly on the N.Y.N.H &H railroad which merged with the
Penn Railroad. It was a passenger and freight station which served a vital need for the development
of the ocean Rhode Island facilities. It is presently served by the Providence and Worcester Railrcad.
It has experienced what mergers have done to smaller communities. The P & W provides freight
services only at Westerly.
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SUMMARY AND CONCLUSION

It is evident that there is an unusual amount of support for Montana Rail Link to purchase the
Central Corridor line from: applicants. It is also evident that there is an unusual amount of support
for the KCS Railway to serve Kansas and Oklahoma area. The Kansas Shippers group now Tri-State
has 40 ¢ =~ members. It is also evident that there is a cross section of interest because these
companie ., are located on the SSW, UP-MP, BNSF, CKR, KSW and SK&O railroads. Several have
facilities on more than one line. See Tri-States March 29th filing, pages 11 through 16. Similar to
the Mountain Plains Communities & Shippers Coalition, there is support tor added competition from
city, county officials. Refer to Tri-States March 29th filing at page 19. In addition, the farmers also
testified that there is a need for rail services. See Tri-States filing mentioned supra at pages 28 and
29.

Prayer For Relief

In conclusion, Tri-State prays that the Board heeds the advise of two other federal agencies
the U.S. Department of Justice and the U.S. Department of Agriculture that there is need for MRL
and KCS railroads to serve Colorado, Kansas and Oklahoma. We also pray that the STB issues a
final order which also stipulates ihe need for these two railroads whose executives desire to serve
both small and large shippers in these states. The applicaats and the BNSF railroad have forgotten
their common carrier obligations and prefer to help the large companies and forgot the smaller ones
in these states.

dvisor to Tri-State

I, James J. Irlandi, declare under penalty of perjury that the foregoing is true and correct.
Further I certify that I am qualified and authorized to file this statement, executed on April 24 1996.

CERTIFICATE OF SERVICE

I, James J. Irlandi, certify that on this 26th day of April 1996 caused this original and 20
cop:cs of this statement to be mailed by first class to the Surface Transportation Board with a WPS. 1
copy included heren. A copy is also directed to the Honorable Jerome Nelson. I further certify that
I have mailed to all parties of record who have requested of Tri-State a copy by first class mail as

required by the Surface Transportation Board Rules of Practices.

Y

es J. Irl
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Vernon A. Williams, Secretary

Surface Transportation Board

12" Street & Constitution Avenue, NW
Washington, DC 20423

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

Dear Sec.ciary Williams:

Enclosed for filing please find an original and 21 copies of a document
titled “Comments of the Public Utilities Commission of the State of
California on the Responsive Application of Montana Rail Link.”

Please file-stamp the extra enclosed copy and return it to the undersigned in
the enclosed stamped, self-addressed envelope. Thank you for your

cooperation

Also enclosed is a 3.5-incii diskette containing a copy of the filing in
Wordperfect 5.1 format.

Sincerely,

MJJW.LN

James T. Quinn
Commission Attorney

JTQ:dd
Enclosures (22)

cc: All parties of record




ORIGINAL

UNION PACIFIC CORP 3RATION, UNION PACIFIC R
COMPANY
AND MISSOURI PACIFIC RAILROAD COMPANY
--- CONTROL AND MERGER ---

SOUTHERN PACIFIC RAIL CORPORATION,
SOUTHERN PACIFIC TRANSPORTATION COMPANY, ST. LOUIS
SOUTHWESTERN RAILWAY COMPANY, SPCSL CRP. AND THE

DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY

COMMENTS OF THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA ON THE RESPONSIVE
APPLICATION OF MONTANA RAIL LINK

The Public Utilities Commission of the State of California (CPTC)
hereby submits its comments on the Responsive Application filed by
Montana Rail Link (MRL) on March 29, 1996. MRL proposes that one of
the two routes that a merged Union Pacific (UP) and Southern Pacific (SP)
would own in the Central Corridor instead be purchased and operated by an
entity controlled by MRL’s majority shareholder.' The line would extend
from Stockton and Klamath Falls to Kansas City, and north from Ogden to

Silver Bow, Montana. Principally, it would encompass the rights of way of

I MRL’s application refers to the proposed new entity as “Acquisition Company.” Herein this
acquiring entity is designated “MRLAC.”
1




the former Western Pacific and the Denver and Rio Grande Western and
would include trackage rights between Pocatellc and Ogcen and Kansas
City and Herrington, Kansas. For the subject property, including
equipment, MRLAC is offering a purchase price of approximately
$615 million.

I

COMMENTS

A. The CPUC Seeks Further Information And Will
Sct Forth A Final Position On MRL’s Proposal
In Its Brief

The CPUC wishes to emphasize that its present posture regarding the
MRL Responsive Application does not constitute any change in its basic

position of support for the UPSP merger. What it does signal, though, is

that the CPUC is inclined to see the MRL proposal for the Central Corridor

as in California’s public interest and the interests of its shippers.

Emphasis must be given to the fact that with respect to the Central
Corridor, the merger proposed by UPSP is definitely parallel in nature.
Moreover, whatever rights are established in this proceeding will likely
dictate the tenor of rail competition in the West for decades to come.
Accordingly, it is incumbent on the CPUC to condition its basic support for
the merger on supporting conditions that are most conducive to securing a

high degree of competition, both within California and along routes to and

2




from California.

In its earlier Comments before the Board, the CPUC requested,
among other things, that if the merger of UP and SP were to be approved, a
condition tc ensure the preservation of Central Conidor competition should
be imposed. /is was stated by the CPUC, a significant public interest
argument: advanced by Rio Grande Industries in support of its 1988
acquisition of SP was that railroad competition with UP in the Centrai
Corridor would be strengthened. That commitment was embraced by
California. In contrast, by retaining UPSP ownership over roadway
facilities and trackage, and by substituting Burlington Northern Sunta Fe
(BNSF) as UPSP’s competitor -- despite the fact that BNSF’s primary
service corridor between Central California and the Midwest would

continue to be via the former Santa Fe’s Southern Corridor route -- the pian

advanced by a merged UPSP appears to minimize Central Corridor

competition.

Having now considered MRL’s Rcsponsive Application, along with
what has been presented in this proceeding by UPSP and BNSF, it is tne
CPUC’s opinion that the MRL proposal seems to offer substantial benefits
to California. All thigs being equal, the CPUC favors three competing
carriers over two. Moreover, it believes that an owner of a lin~ generally

will be a stronger competitor than a carrier that simply has trackage rights.




Accordingly, the CPUC is presently inclined to support the divestment of

the identified Central Corridor route, facilities, trackage and traffic base, in
accordance with the Responsive Application of MRL -- provided that UPSP
receives compensation deemed just and reasonable either by mutual consent
of the parties or as determined by the Board. In order, however, to muke as
informed a decision as possible in a matter of great importance to
California, the CPUC reserves the formulation of its final position until
June 3 and the filing of its brief. By that time, it will have had the benefit of
reviewing responses to MRL’s application and whatever presentations are
received at a public workshop that it plans to convene.

The workshop will be held in late May at the CPUC’s San Francisco
office. Areas where further information is sought include how BNSF would
operate in the Central Corridor if MRL’s Responsive Application were
authorized and the basis for the assertion that granting MRL’s application
could cause the merger to fail.

/!
//
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B. MRL Would Benefit Caiifornia By Continuing
The Operation Of The Modoc Line

A clear benefit to California of MRL’s Responsive Application is that
MRLAC would acquire and continue to operate SP’s Modoc Line. In
contrast, UJPSP has preposed to abandon the 85-mile Alturas to Wendel
mid-line portion of the Modoc Line, a proposal that has precipitated prot
from Modoc County and the City of Alturas and from Lassen County and
the City of Susanville. These public entities see the severing of the Modoc
Line as having profound negative impacts on the marginal economy of rural

Northeastern California and on future economic development.

As CPUC observed in its earlier Comments, a public interest

argument advanced by Rio Grande Industries (RGI) in support of its

acquisition of SP in 1988 was that the Modoc Line would be reopened and
continued in operation. This was one of the reasons why the CPUC (and the
State of Oregon) supported RGI’s acquisition of SP.

To ensure that the Modoc Line remains in operation for a substantive
period, the CPUC requests that any Board approval of the MRL Responsive
Application be conditioned on the continued operation by MRLAC of the
entire Modoc Line from Kiamath Falls, OR, to Flanigan, NV, for a period of
not less than five years, subject to oversight by the Board. At MRLAC’s

option, the Modoc Line operation could be performed by some other




financially and operationally qualified railroad oper=tor. However, any
such operator must operate the entire Modoc Line without traffic
surcharges, with any financial losses paid for by MRLAC and with full and
unrestricted interchange rights with BNSF and UPSP at Klamath Falls, OR,
at Flanigan, NV, and at such other locations as the operator may elect.
II
CONCLUSION
For the reasons stated, the CPUC views MRL’s Responsive
Application with great interest, in that it appears to promote competition in
the Central Corridor and the preservation of the Modoc Line. Prior to
formulating its final position, however, the CPUC seeks further input from
those who would be most affected by an authorization of the Responsive

Application, namely, the applicants, BNSF, shippers and MRL itself. Upon

' reviewing workshop presentations and additional filings before the Board, a

1
I
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Snal recommendation regarding the MRL application will be set forth in the

CPUC’s brief.

April 26, 1996

Respectfully submitted,

PETER ARTH, JR.
EDWARD W. O’NEILL

05 Van Ness Ave.
San Francisco, CA 94102
Phone: (415) 703-1697
Fax: (415) 703-4592

Attorneys for the Public Utilities
Commission of the Swate of California




CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document
upon all known parties of record by mailing by first-class mail a copy

thereof properly addressed to each such party.

Dated at San Francisco, California, this 26™ day of April, 1996.

0 James T. Quinn







Fe 7l

Item No._©

Page Count l
Aoy 2347 v orrces ORIGINAL

FriTz R. Kaun, PC.
SUITE 750 WEST

1100 NEW YORK AVENUE. N.W.

WASHINGTON, D.C. 20005-38934

(202) 271-8037
FAX (202) 871-0900

VIA HAND DELIVERY

Hon. Vernon A. Williams
Secretary

Surface Transportation Board
Washington, DC 20423

Dear Secretary Williams:

Enclosed for filing in Finance Docket No. 32760, Union Pacific
Corp.--Control and Merger--Southern Pacific Rail Corp., are the
original and twenty copies of the Responsive Statement of
Georgetown Railroad Company and Texas Crushed Stone Company.

A disc of the pleading’s text in WordPerfect format a'so is
enclosed.

Extra copies of the Responsive Statement and of this letter
are enclosed for you to stamp to acknowledge your receipt of them
and to return to me in the enclosed envelope.

By copy of this letter, service is being effected upon counsel
for each of the parties.

If you have any question concerning this filing or iE 1
otherwise can be of assistance, please let me know.

Sincerely yours,
Fritz, R. Kahn
enc N R B o

cc: BAll parties ‘__—ENTENED_____—]
Office of the Secretary

Mr. Charles R. ‘

APR 3 0 1996
f 3
Ui Record




ORIGINAL

BEFORE THE
SURFACE TRANSPORTATION BOARD
WASHINGTON, D.C. 20423

Finance Docket No. 32760

UNION PACIFIC CORPORATION, et "
--CONTROL AND MERGER- -
SOUTHERN PACIFIC RAIL CORPORATION, et al.

RESPONSIVE STATEMENT
OF
GEORGETOWN RAILROAD COMPANY
AND

TEXAS CRUSHED STONE COMPANY

G,

Office of the Sacretary

APR 3 0 1994’

Part of
Public Record

Fritz R. Kahn

Fritz R. Kahn, P.C.

Suite 750 West

1100 New York Avenue, NW

Washington, DC 20005-3934
Tel.: (202) 371-8037

Attorney for
Georgetown Railroad Company
Texas Crushed Stone Company

AJ) Dated: April 29, 199¢




BEFORE THE
SURFACE TRANSPORTATION BOARD
WASHIN D.C. 20423

Finance Docket No. 32760
UNION PACIFIC CORPORATION, et al.,

--CONTROL AND MERGER--
SOUTHERN PACIFIC RAIL CORPORATION, et al.

RESPONSIVE ¢TATEMENT
GEORGETOWN Ré?iROAD COMPANY
TEXAS CRUSHEgNgTONE COMPANY
Georgetown Railroad Company of Georgetown, Texas ("GRR") and
Texas Crushed Stone Company of Georgetown, Texas ("TCS"), pursuant
to 49 C.F.R. 1104.13(a) and the Decisions of the Interstate
Commerce Commission, served October 19 and December 27, 1995,

Decisions Nos. 6 and 9, and the Decisions of the Board, served

February 15 and March 25, 1996, Decisions Nos. 13 and 25, respond

to the Responsive Application of Capital Metropolitan
Transportation Authority for an Unnamed Third Party to Have Certain
Trackage and Interchange Rights, filed March 29, 1396 (CMTA-10), as
follows:

1. GRR is an approximately 29-mile long railroad, exteriing
between Kerr and Granger, Texas. GRR is a major originator of

crushed stone shipments, much of it produced by its corporate

il




affiliate, TCS. GRR operates 28 locomotives and nearly 1,000 cars,
mostly open-top hoppers and gondolas and Sspecial equipment.

- o8 GRR long has enjoyed direct access to competing rail
carriers serving the markets to which its Crushed stone shipments
pPrimarily move, importance of safeguarding that GRR
continue to have competitive railroad service heretofore has been

recognized by the railroads serving the area, as well as the

ICC itselr. See, Union Pacific Corp., et al--Con;4~-Mo-Ks-Tx 4 PP

et al., 4 I.C.c.24 409, 424-25, 464-69, 480-81 (1988) ; Finance

Docket No. 32549, Burlington Northern Inc. et _al.--Control and
Merger--Santa Fe Pacific Cop., served August 23, 1995 (slip sheet

decision, pp. ¥ 13 8 1))

3. + by virtue of the trackage rights agreement
approved in the Katy case, Southern Pacific Transportation Company
("SP") was granted trackage rights over the Union Pacific Railroad
Company ("UP’) from Hearne to Kerr, thereby affording GRR a direct
connectior with both the UP and Sp at Kerr.

4. Applicants herein recognize that Kerr in effect is a

to-one" station

Topeka and Santa Fe Railway Company (together "BNSF"), dated
September 25, 1995, specifically provides that BNSF shall have the
right to interchange traffic with GRR at Kerr. + accordingly,
will continue to have a direct connection with two railroads, the
Applicants and BNSF at Kerr.

5. The situaticn as it pertains to the Capital Metropclitan

Qe




TransportationuAuthority ("Capital Metro") is altogether different.
Capital Metro is the manager for the City of Austin and the
aspiring owner of a railroad right-of-way formerly owned ang

Operated by the Sp, extending between Llano and Giddings, Texas.

No statien on the Llano-to-Giddings line is served by both UP and

SP, and Applicants’ pProposal, if approved by the Board, would
result in no dininution of compe‘:ition between the two railroads as
it relates to Capital Metro.

6. The Llano—to-Giddings line does cross the UP line at Elgin
and connects wsth the SP line at Giddings. Elgin and Giddings,
however, are 32 miles apart. Moreover, the only freight operations
being performed on the Llano—to—Giddings line, rendered by Austin
& Northwest Railroad Company ("AUNW") , do not €ven reach Elgin and
Giddings; as Capital Metro acknowledges, at page 3 of its
Responsive Application, "[tlhe AUNW discontinued Service on the
Smoot to Giddings Segment (on the east) in May, 1995 m: Therefore,
the only railrcad connection that the Llano-to—Giddings line has is
with the UP, at McNeil .

i Dk 4s altogether fallacious, therefore, for Capital Metro
to contend, as it does, at page 8 of its Responsive Application,
that "[t]he Giddings/Llano [line] will be reduced from two to one
carrier service because shippers have traditionally had access to

both UP and sp . . -" The shippers on the Llano—to-Giddings line,

' See Docket No. AB-410 (Sub-No. 2), Austin Railroad 81> IR
d/b/a Austin s Northwestern Railrcad—-Discontinuance of Service--
Between Smoo nd Gid ings, in Travis, Bastrop, and Lee Counties,
RX, served May 19, 1995,

=
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Sserved, as they are, by the AUNW, have access to only a single

connecting railroad, and that is the UP, at McNeil. The shippers

on the Llano-to-Giddings line do not have access to the SP; the
freight carrier on the line, the AUNW, does not connect with it

8. The trackage rights proposal put forth by Capital Metro,
therefore, is altogether unrelated to the Applicants’ proposal and
the unification of the UP and SP; the relief it seeks i1s not
required "[t]o ameliorate the anticompetitive consequences of the
merger," as Capital Metro contends at page 8 of its Responsive
Application. The Applicants’ proposal has no deleterious affects
upon the shippers situated on the Llano-to-Giddings line, and no
case for a grant of trackage rights as sought by Capital Metro has
been made by it.

9. The grant of trackage righte which Capital Metro seeks --
for an unidentified railroad to be exercised under indeterminable
circumstances -- would impact adversely on GRR. Regardless of
whether the interchange between the trackage rights recipient and
the BNSF were to occur at McNeil or Kerr, the additional traffic
generated by the Llano-to-Giddir ys line would impose an intolerable
burden on the already taxed railroad line between McNeil and Round
Rock and occasion delays for the traffic entering or leaving Kerr.
Such a grant of trackage rights hardly advances the public interest
and, accordingly, should be denied.

§17 8 Finally, it is clear that Capital Metro’s primary
interest in seeking the grant of trackage rights is to free the

Llano-to-Giddings line, or at least substantial portions of it, of

-4 -




freight traffic so that the tracks will be more readily available

for mass transit passenger operations. The grant of trackage

rights is sought, Capital Metro concedes, at page 9 of its

Responsive Application, so that freight trains "will avoid
traveling over what will be the most active segment of CMTA s
planned passenger rail system (which will be east of McNeil)." As
commendable as Capital Metro’s goal may be, this is the wrong forum
and the wrong proceeding for Capital Metro to pursue its mass
transit objectives. This agency should not be asked to use its
conditioning powers in connection with the consolidaticn of two
major railroad systems to address a purely local mass transit
problem, particularly when the relief that is sought impedes the
effective freight operations on which GRR and its principal
customer, TCS, are dependant.

WHEREFORE, Georgetown Railroad Company and Texas Crushed Scone
Company ask that the Responsive Application of Capital Metropolitan
Transportation Authority be denied.

Respectfully submitted,

GEORGETOWN RAILROAD COMPALY
TEXAS CRUSHED STONE COMPANY

By their attorney,

—FF

Fritz R/ Kahn

Fritz R. Kahn, P.C.

Sui 750 West

1100 New York Avenue, NW

Washington, DC 20005-3934
Tel.: (202) 371-8037

Dated: April 29, 1996




DECLARATION

I, Charles R. Turner, am the President of the Georgetown
Ra .lroad Company, with offices at 5300 South In-35, Georgetown,
Texas. I have read the foregoing Responsive Statement, and, under
Penalty of Perjury of the laws of the United States, I declare that
the factual assertions therin made are true and correct to the
best of my knowledge and belief. 1 further declare that I am
authorized to make this declaration on behalf of the Railroad, as
well as Texas Crushed Stone Company.

Dated at Georgetown, TX, this 25th day of April 1996.

gﬂ/&(&»’ A

Charles R. Turner




CERTIFICATE OF SERVICE

Copies of the foregoing Responsive Statement this day were
served by me by mailing copies thereof, with first-class postage

prepaid, to counsel for each of the parties.

Dated at Washington, DC, this 29th day of April 1996.
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