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BEFORE THE 
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ADDITIONAL ERRATA TO REBUTTAL FILING 

Page Line 

Volume 1 (UP/SP-230: 

56 

73 

86 

99 

110 

1--4 

139 

139 

279 

19 

4 

8 

5 

8 

23 

15 

20 & 22 

20 

Change 

Delete previous e r r a t a 

Del-te previous e r r a t a 

Delete previous e r r a t a 

D»=lete previous e r r a t a 

Change "$796" t o "$795" ( m o d i f y i n g 
previous e r r a t a ) 

Change "Wecker" t o " W i l l i g " 

Change "$945.3" t o t o "$1,001 3" 

Change "$738.8" t o "$795.3" 

Change "."̂ TC" t o "RCT" 

Volume 2 (UP/SP-231) 

Part B 

Reb u t t a l V e r i f i e d Statement of Richard B. Peterson 

Chart f o l l o w i n g p. 23 Change ".7" t o ".8"; change "18" 
t c "18.1" 
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Chart f o l l o w i n g p. 26 

2" 

27 

131 

140 

1 

7 

10 

8 

Chart f o l l o w i n g p. ].62 

16 8 

169 

195 

22 

Change "514.^" "534.4"; change 
"223.9" t o "260.9"; change "738.8" 
t o "795.3" 

Change "$945.3" t o "$1,001.8" 

Change "$738.8" t o "$795.3" 

I n s e r t "and" between "gateway" and 
"Tex Mex's" 

Change " w e l l over $1.7 b i l l i o n " t o 
"over $1.9 b i l l i o n " 

Change "796" t o "795"; change "1,919" 
t o "1,918" (modifying p r e v i o u s e r r a t a ) 

Change "$796" t o "$795" ( m o d i f y i n g 
previous e r r a t a ) 

I n f o o t n o t e added i n previo u s e r r a t a , 
change "$796" t o $795" 

20 Change "systemn" to "sy^-itemi" 

Volume 2. Part C (UP/SP-231) 

R e b u t t a l V e r i f i e d Statement of W i l l i a m W. Whitehurst 

12 

13 

5-6 

See replacement Table 4 f o l l o w i n g e r r a t a 
l i s t 

Change "For only one movement" t o "For 
no movements" 

Delete ", and there the BN/Santa Fe 
v a r i a b l e cost disadvantage i.s o n l y 13%" 

16 20 Change "Peterson's" t o ''Gray's" 
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CERTIFICATE OF SERVICE 

I , Michael L. Rosenthal, c e r t i f y t h a t , on t h i s 10th 

day of May, 1996, I caused a copy of the foregoing document to 

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

expeditious manner of delivery on a l l p a r t i e s of record i n 

Finance Docket No. 32760, and on 

Director of Operations Premerger N o t i f i c a t i o n Office 
A n t i t r u s t Division Bureau of Competition 
Suite 500 Room 303 
Department of Justice Federal Trade Commission 
Washington, D.C. 20530 Washington, D.C. 20580 

Michael L. Rosenthal 



CORRECTED 05/08/96 

Table 4 

BN/Santa Fe (Merged) Cost per Car 
Including Trackage Rights Compensation to UP/SP 

Compared to SP 
for Representative Traffic Movements 

Move Movement Identification 

VARIABLE COST PER CAR 
(URCS 1994 unit costs) 

via BN/ 
BN/Santa Fe 

Over/(Uncler) SP 

No. Onain-Dest.nation Commoditv via SP Santa Fe Amount Percent 
(2) (3) (5) 

(4) - (3) 
(6) 

(S)/(3) 

a Chicago-Oakland TOFC S 2.399 S 1.890 (509) -21'!o 

b Chicagn-Salt Lake City Auto 2.615 2.251 (364) - 14 % 

c Oakland-Salt Lake City TOFC 814 752 (62) - 8% 

d Provo-Valmy Coal 528 516 (12) - 2 % 

e Houston-Brownsville Plastics 698 614 (84) - 12% 

f Kansas City-Brownsville Gram 1.806 1,647 (159) - 9% 

g Eagle Pass-Nevi Orleans Auto 1.102 1,199 97 9 % 

h Kerr-Houston Crushed Stone 279 268 (11) - 4 % 

1 Chicago-Eaglp Pass Auto Parts 1,381 1.299 (82) - 6 % 

j Houston-E St Louis Chemicals 1,409 1,557 148 10 % 

k Houston-Memphis Piastics 1,264 918 (346) - 27% 

1 Pine Bluff-San Jose Paperboard 3,617 3,826 209 6 % 

m Camden-Brownsville Paperboard 1,298 1,235 (63) - 5 % 

n Little Rock-Lafayette Cotton 1.237 1,170 (67) - 5 % 

0 San Antonio-St Louis TOFC 1.004 905 (98) -10% 

P Dayton-New Orlebr.s Plastics 622 592 (30) - 5 % 

q Baytown-Los Angeles Plastics 2.258 2,166 (92) - 4 % 

r New Orleans-Los Angeles TOFC 1.672 1 493 (179) -11 % 

12 
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C o r p o r a t i o n , Union P a c i f i c 
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BfFORE THE 
SURFACE TRAJMSPORTATION BOARD 

Finance Docket No. 32760 

UP/SP-244 

UNION PACIFIC CORPORATION, L^ION PACIFIC RAILROAD COMP̂ Y..̂ y-
AND MISSOURI PACIFIC RAILROAD COMPANY "̂^ 

- - CONTROL AÎ D MERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOLTHERN PACIFIC 

TRANSPO."'TAT I ON COMPANY, ST. LOUIS SOUTHWE.STERN RAILWAY 
COMPANY, SPCSL JOR?. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

APPLICANTS' RESPONSES TO STRICT'S 
SECOND SET OF INTERROG.^TORIES AND DOCUMENT REOUESTS 

UPC, UPRR, MPRR, SPR, SPT, SSW, SPCSL and DRGW, 

c o l l e c t i v e l y , " A p p l i c a n t s , " hereby respond t o STRICT's second 

set of d i s c o v e i y requests served on May 6, 1^96.-

GENERAL RESPONSES 

The f o l l o w i n g general r ^ponses are m.ade w i t h 

respect t o a l l of the i n t e r r o g a t o r i e s and document requests. 

1. A p p l i c a n t s hd.-e conducted a reasonable search 

f o r documents responsive t o the i n t e r r o g a t o r i e s . Except as 

o b j e c t i o n s are noted h e r e i n , a l l responsive documents have 

been or s h o r t l y w i l l be made a v a i l a b l e f o r i n s p e c t i o n and 

In these responses A p p l i c a n t s use acronyms as they have 
d e f i n e d them i n the app!'ication. However, s u b j e c t t o General 
O b j e c t i o n No. 9 below, f o r purposes of i n t e r p r e t i n g the 
requests. A p p l i c a n t s w i l i attempt t o obserx^e STRICT' s 
d e f i n i t i o n s where they d i f f e r from A p p l i c a n t s ' ( f o r example, 
STRICT's d e f i n i t i o n s of "UP" and "SP," u n l i k e A p p l i c a n t s ' , 
i n c l u d e UPC and SPR, r e s p e c t i v e l y ) . 

^ Thus, any response t h a t s t a t e s t h a t responsive docunnents 
are being produced i s subject t o the General Objecti'-as, so 
t h a t , f o r example, any documents s u b j e c t t o a t t o r n e y - c l i e n t 
p r i v i l e g e (General O b j e c t i o n No. 1) or the work product 
d o c t r i n e (General O b j e c t i o n No. 2) are not being produced. 
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copying i n Applicants' document depository, which i s located 

at the o f f i c e s of Covington i Burling i n Washington, D.C. 

2. Production of documents or information does not 

necessarily im.ply that they are relevant to t h i s proceeding, 

and i s not to be construed as waiving any objection stated 

herein. 

3. The document to be produceu contains sensitive 

shipper-specific and other c o n f i d e n t i a l information. 

Applicants are producing t h i s document subject to the 

pro t e c t i v e order that has been entered i n t h i s proceeding. 

4. In l i n e with past practice i n cases of t h i s 

nature. Applicants have not secured v e r i f i c a t i o n s f o r the 

answers to i n t e r r o g a t o r i e s herein. Applicants are prepared to 

discuss the matter w i t h STRICT i f thi=i i s of concern with 

respect to any p a r t i c u l a r answer. 

GENERAL OBJECTIONS 

The f o l l o w i n g objections are made witn respect to 

a l l of the discovery requests. Any add i t i o n a l i r p e c i f i c 

objections are stated at the beginning of the response to each 

int e r r o g a t o r y or document request. 

1. Applicants object to production of, and are not 

reducing, documents or information subject to the attorney-

c l i e n t p r i v i l e g e . 

2. Applicants obicct to pioduction of, and are not 

producing, documjnts or information subject to the work 

product doctrine. 
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3. A p p l i c a n t s o b j e c t t o p r o d u c t i o n o f , and are not 

producing, doc iments prepared i n connection w i t h , o r 

i n f o r m a t i o n r e l a t i n g t o , possibl^^" s e t t l e m e n t of t h i s or any 

o t h e r proceeding. 

4 A p p l i c a n t s o b j e c t p r o d u c t i o n o f , and are not 

producing, p u b l i c dccuments t h a t are r e a d i l y a v a i l a b l e , 

i n c l u d i n g but not l i m i t e d t o documents on p u b l i c f i l e at the 

Board oi' the S e c u r i t i e s and Exchange Commission or c l i p p i n g s 

from newspapers or ot h e r p u b l i c media. 

5. A p p l i c a n t s o b j e c t t o the p r o d u c t i o n o f , and are 

not producing, d r a f t v e r i f i e d statements and documents r e l a t e d 

t h e r e t o . I n p r i o r r a i l r o a d con.oolidation proceedings, such 

document? have Leen t r e a t e d by a l i p a r t i e s as p r o t e c t e d from 

p r o d u c t i o n . 

V. A p p l i c a n t s o b j e c t t o p r o v i d i n g i n f o r m a t i o n or 

documents t h a t are a- i.eadily o b t a i n a b l e cy STRICT from i t s 

own f i l e s . 

7. App.Licants o b j e c t t o the ex t e n t t h a t the 

d i s c o v e r y requests seek h i g h l y c o n f i d e n t i a l or s e n s i t i v e 

commercial i n f o r m a t i o n ( i n c l u d i n g , inter- a l i a , c o n t r a c t s 

c o n t a i n i n g c o n f i d e n t i a l i t y clauses p r o h i b i t i n g d i s c l o s u r e of 

t h e i r terms) t h a t i s of i n s u f f i c i e n t relevance t o warrant 

p r o a u c t i o n even under a p r o t e c t i v e order. 

8. A p p l i c . i n t s o b j e c t t o the d i s c o v e r y requests t o 

the e x t e n t t h a t they c a l l f o r the p r e p a r a t i o n of s p e c i a l 

s t u d i e s not a l r e a d y i n existence. 



9. A p p l i c a n t s i n c o r p o r a t e by reference t h e i r p r i o r 

o b j e c t i o n s t o the d e f i n i t i o n s and i n s t r u c t i o n s set f o r t h i n 

STRICT's F i r s t Set of I n t e r r o g a t o r i e s and Document Requests t o 

A p p l i c a n t s . 

RESPONSES TO SPECIFIC DISCOVERY REOUESTS 

I n t e r r o g a t o r y No. 29 

"State whether under the Kansas City-Labadie 
p r o p o r t i o n a l r a t e agreement the A p p l i c a n t s or any o t h e r p a r t y 
w i l l be r e q u i r e d t o jse any part of the SSW Kansas J i t y - S t . 
Louis l i n e t o reach Labadie from: 

a. Kansas C i t y ; or 

b. St. Louis." 

Response 

Subject t o the General Objections s t a t e d above, 

A p p l i c a n t s respond as t o l l o w s : 

No. The agreement between UP and Union E l e c t r i c 

discussed at page 7 of Mr. Rebensdorf's R e b u t t a l V e r i f i e d 

Statement does not r e q u i r e any p a r t y t o use the SSW l i n e . 

Howeve.r, i f A p p l i c a n t s decided t o use the SSW l i n e between 

Leeds J u n c t i o n and Pleasant H i l l , Union E l e c t r i c t r a i n s c ould 

move over t h a t l i n e . 

I n t e r r o g a t o r y No. 3 0 

"State why, as s t a t e d at page 7 of UP/SP-231, t h a t 
[ s i c 1 A p p l i c a n t s 'could not reach agreement w i t h BN/Santa Fe 
on s a l e of [the former Rock I s l a n d l i n e between St. Louis and 
Owensville] . ' " 
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Response 

Subject t o the General O b j e c t i o n s s t a t e d above. 

A p p l i c a n t s respond as f o l l o w s : 

BN/Santa Fe and A p p l i c a n t s were unable t o a j r e e on a 

purchase p r i c e f o r the referenced l i n e . 

Document Request No. 19 

"Produce the Kansas City-Labadie p r o p o r t i o n a l r a t e 
agreement." 

Response 

Subject t o t.he General Objections s t a t e d above. 

A p p l i c a n t s respond as f o l l o w s : 

The agreement between UP and Union E l e c t r i c 

discussed at page 7 of Mr. Rebensdorf's Rebuttal V e r i f i e d 

Staterient w i l l be produced, w i t h a v a i l a b i l i t y l i m i t e d t o 

o u t s i d e counsel. 
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CERTIFICATE OF SERVICE 

I , Michael A. L i s t g a r t e n , c e r t i f y t h a t , on t h i s 10th 

day o f May 1996, I caused a copy of A p p l i c a n t s ' Responses t o 

STRICT's Second Set of I n t e r r o g a t o r i e s and Document Requests 

by f i r s t - c l a s s m a i l , postage prepaid, or by a more e x p e d i t i o u s 

manner of d e l i v e r y on a l l p a r t i e s appearing on the r e s t r i c t e d 

s e r v i c e l i s t e s t a b l i s h e d purs; .nt t o paragraph 9 of the 

Discovery G u i d e l i n e s i n Finance Docket No. 32760, and cn 

D i r e c t o r of Operations 
A n t i t r u s t D i v i s i o n 
Room 9104-TEA 
Department of J u s t i c e 
Washington, D.C. 2 053 0 

Premerger N o t i f i c a t i o n O f f i c e 
Bureau of Competition 
Room 3 03 
Federal Trade Commission 
Washingtc:., D.C. 20580 

Michael A. L i s t g a r t f e n 
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I t e m No. 

Pac Count_ 

H O P K I N S & S U T T H P 
(A PAITNEtSHIP :• . ..^x-|^<0 n o F E S S . ; » < A L COlPOtATlONS) 

888 SIXTEENTH STREET. N.W.. W.VSHINGTON. D C. 20006 (202) 835-8000 
F A C S I M I L E (20 : ) " J J - S U d 

CHICAOO OFFICE THIEE *ST NATIONAL' l j>ZA M t O l 

DALLAS OFFICE J100 BANK ONb ..ENTEH 1717 k.• IN STHEET 7JMI 

AUCIA M SERJ-ATY 
(202) 835-8049 

BY HAND DELIVEA"! 

May 9. 1093 . "hy^^T ' 

Mr. Vemon A. Williams 
Secretary 
Surface TransportaUon ':ioard 
Rourn 1324 
12th Street A Constilution Avenue. N.W. 
Washingtou, D C. 2C423 

Re: Uniori Pacific Corp. et al. - Control & Merger -
Soiu,':era Pacific Rail Corp.. et a i . rir.ance Docket No. 32760 

Dear Mr. Wiliiims: 

Enclc i please find an original and 20 copies ofthe Reply Of The Intermountain 
Power Agenc^ (IPA 4) for filing in the above-referenced action. Also enclosed is a 3.5 
inch disk containing the text ofthis pleading in WordPerfect 5.1 format. 

Please date stamp the extra copy provided and retum it with our messenger. 
Thank you. 

Sincerely, 

Alicia M. Serfaty 

AMS/llb 
Enclosures 
CC: All Parties of Record 

P.l7066 1 
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IPA-4 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Washington, D.C. 

Finance Dockei No. 32760 

Union Pacific Corpora M , Union Pacific Railroad C o m t i ^ ^ ^ _ ^ ^ . ^ 
and Missou .'?rific H^' .oad Company 

-- C".' ' .ro' ana Merger --

Soulhem Pacific Rail Corporation. Soulhem Pacific 
Transportation Company. St. Louis Southwestern 

Rt-ilway Company, SPCSL Corp. and the Denver and Rio Grande 
Westem Railroad Company 

REPLY OF THE 
INTERMOUNTAIN POWER AGENCiT 

TO MOTION OF UTAH RAILT*^A\ COMPANY 

The Intermountain Power Agency (' IPA"). by its undersigned coursel. 

hereby replies to the Motion to Compel Further Explanation or Correction Re: 

Westem Shippers' Coalition ("WSC") Position On Montana Rail Link Inc's 

("MRL") Inconsistent Application filed wilh this Board on April 29, 1996. 

As a preliminary- matter, IPA takes issue with the Utah 1 ailway's failure 

to serve IPA or any party of record other than Applicants, WSC or MRL. In spile 

of the fact that Utah Railway mischaracterizes IPA's position and uses IPA's 

pleading as an e.xhibit to its motion. IPA did not learn about the Utah Railway's 

motion until yesterday when it received WSC's reply to the motion. When 

questioned as lo whether IPA was served with the Motion, counsel for the Utah 

Railway indicated that only Applicants, WSC and MRL had been served and 

indeed. Utah Railway's certificate of service indicates the same. It is a violation 

ofthis Board's mles as well as the Board's specific directives in this proceeding 

P47062I 



for the Utah Railway to file a motion with the Board without serving the parties 

of record. See 49 C.F.R. § 1104.12 (a) {"Ever>' documenl filed with the [Board] 

should include a certificate showing simultaneous service upon all parties to the 

proceeding.") (emphasis added); Finance Docket No. 32760. Decision Nc. 15. at 

1-2 (served Feb. 16. 1996) ("All future filings must each have a certificate of 

service indicating lhal all PORs have been properly -srved with a copy of the 

filing."). Utah Railway's failure to serve IPA has prejudiced IPA in its ability to 

respond L„ the Muaon and the ass'̂ rtions made therein about its posi ici. and i l 

is only by happenstance that IPA discovered the Motion and was able to respond 

on time. Utah Railway's failure to 3bide by this Board's regulations should not 

be tolerated. 

As a substantive matter, L'A disputes the Utah Railway's 

mischaraclerizalion cf ils position. As IPA staled in its pleading, the Utah 

Railway seltlement agreement and the additiona' access provided to the Utah 

Railway appears to "reduce some, though not ,ul, of the aĉ verse competitive 

impacts that will likely result from the proposed merger." See IPA-2 al 2-3. IPA 

also reserved the right to retum to the Board in the event that the "settlement 

agreement fails to ameliorate competitive concems as anticipated." Id. at 3. 

Thus, IPA did not support the merger in light of the settlement agreement, as the 

Utah Railway argues in its Motion at 2, but raiher chose "not [lo] make any 

specific objections to the merger proceeding at this time." See IPA-2 al 3. 

This position is not inconsistent with that articulated by the WSC in ils 

pleading. IPA's position lhal the Utah Railway seltlement agreement may 

resolve some of the compelif-.e concems raised by the merger does not 

contradict WSC's position supporting MRL's inconsistent application, a proposal 

^47062 1 2 -



which may or may not go fart.her in ameliorating competitive concems than the 

\Jtah Railway settlement agreement. While IPA has chosen to articulate its own 

position and did not affirmatively sign on lo WSC's pleading, it does n j l , as a 

member of WSC, object to the position taken by WSC. Accordingly, Ulan 

Railway improperly characterized IPA's position and improperiy used IPA as an 

example in support of its Motion. 

Dated: May 9, 1996 Respectfully submitted, 

Charies A. Spituii^ik 
Alicia M. Serfaty 

HOPKINS & SUTTER 
888 Sixteenth Street. NV.' 
Washington, D.C. 20006 
(202) 835-8000 

Cour sel for Intermountain 
Power Agency 

P47062-; 3 -



C E R T I F I C A T E OF S E R V I C E 

I hereby certify that on May 9. 1996, a copy ofthe foregoing Reply Of The 

Intemiountain Power Agency (IPA-4) was served by first-class U.S. mail, postage 

prepaid upon all parties of record in this proceeding. 

I further certify that two copies of the aforementioned pleading were 

served by Federal Express, unless othervvise indicated, upon the following: 

Erika Z. Jones (By Hand) 
Adrian L. Steel. Jr. 
Roy T. Englert, Jr. 
Kathryn A. Kusske 
Mayer, Brown & Plait 
2000 Pennsylvania Avenue, N.W. 
Washington' D.C. 20006 

Jeffrey R. Moreland 
Richard E. Weicher 
The Atchison. Topeka and Saiita Fe 
Railway Company 
1700 East Coif Road 
Schaumburg, IL 60173 

Janice G. Barber 
Michael E. Roper 
Bur l ing ton Northern Railroad 
Company 
3800 Continental Plaza 
777 Main Street 
Fl. Worth, TX 76102-5384 

James V. Dolan 
Paul A. Conley 
Louise A. Rinn 
Union Pacific Railroad Company 
Missoun Pacific Railroad Company 
1416 Dodge Sireet 
Omaha, NE 68179 

Cannon Y. Harvey 
Southem Pacific Transportation 
Company 
18609 Lincoln Street, 14l>^ Floor 
Denver, CO 80295 

Cannon Y. Harvey 
Louis P. Warchot 
Carol A. Harris 
Southem Pacific Railroad COmpany 
One Markei Plaza 
San Francisco, CA 94105 

I also certify lhat three copies of the aforementioned pleading were served 

by hand upon the following: 

Arvid E. Roach II 
J. Michael Hemmer 
Michael L. Rosenthal 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington. D.C. 20044-7566 

Paul A. Cunningham 
Richard B. Herzog 
James M. Guinivan 
Harkins, Cunningham 
Suite 600 
1300 Nineteenth Street, N.W. 
Washingion, D.C. 20036 

< 
• I. •„•,•.••.••. ^ (jlicia ^ /t. Serfaty 
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VETERANS AFFAIRS 

>r.H'SG MISOBirv MEMBER 

NATIONAL SECl RITY 

ADM M5TIUT .-t ASSlS'AN' 

ASOBE C L E M A M X J T 

G V. -SONNY" MONTGOIVIFRY 
3o DSTR.CT, M I S S * S I W 

(Longreŝ sf of 33niteb S>tate2i 
l̂ oust of iiltpresentatibes 
©hastjington, JbC 20515-2403 

OlSrIllCTOfFICiS-

2100 NiNir . Sr B O O M 30J 

MtMUAM. M*> 's isa i 

i g n i , e s j 

i M I i 3 2 / 2 / M 

110 O .••P.vKT R'.AL, 

HfAH. M b 3»2(M 

<«01; V i i 2410 

May 3, l'J96 

Office of the Secretary 
Case Control Branch 
"Surface Transportation Board 
1201 Constitution Avenue, NW 
Washington, DC 20^23 

ATTN: Finance Docket .\'o. 32760 

TO WHOM IT MAY CONCERN: 

cv 
cn 

Wl 

.My office iias received several letters concern'ng the merger of the Union Pacific 
and Southern Pacific railroads. Enclosed â c: copies ol the letters. 

I wouid appreciate a reply from ycu office in which to base a resDonse to my 
constituents. Please send you response to my District Office at Post Office Box 
5518. Meridian, M5 V'.^l. 

C-'.'.M :kmm 

Sincerely, 

n 

GIlLEbPIE V. MONTGOMERY 
Member of Congress 

E M E R E : 
Office t̂ .e Secretary' 

8Mnr29 
Par of 
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ENTERGY 
MiMlaiippi Powar & Ught Comp.ny 
308 East Pean Sireet 
PO Box 1640 
Jackson MS 39215-1640 
Tel 601 969-;?6«4 

Ponald E. Msinars 
PresiOenl 

Apnl 18, 199: 

The Honorable G V .Monlgomerv 
2184 Rayburn House Office Building 
Washington, DC 20515 

Dear Sonny 

ne Union Pacific Southern Pacific merger, if approved unconditionally, will result in a 
loss of competition between UP and SP for the delivery of coal to two large Entergy 
power plams the White Bluff Station in Arkansas and the Nelson Station m Louisiana 
These plants burn low-sulfur coai fiom the Wyoming Powder River Basin, and this coal is 
transported by rail Rail rates represent 70% to 80% ofthe delivered cost ofthe coal, so it 
is ver>' imponant thai these rates be kept as low as possible to enable E.ntergy to provide 
electnc ser\'ice to its customers in Arkansas, Louisiana, Mississippi and Texas at 
reasonable cost 

The best means keeping Entergy's coal transportation costs at the lowest practicable 
level is through competition The Powder River Basis mines are served by br>*\i UP and 
the Burlington .Northern Santa Fe. either of which can onginaie the coaJ used as fuel at the 
White Bluff and Nelson Stations At present, the White Bluff Station is served only by 
UP. but Entergy is considenng constmction of a rail spur to a nearby S? hne wluch would 
enable SP (together with BNSF) to provide direct line which would -inabie SP (together 
with BNSF; to provide direct competition with UP tor iransportation of coal to White 
Bluff in the future The Nekon Station is now served only by the Kansas City Southern 
Railway, but Entergy is in the process of building a spur to a nearby SP lme which will 
provide it with two-earner service at destination (KCS and SP) as weli as two-earner 
ser\ice at the mine origins (UP ^jid BNSF). 

"̂ hese competitive optior.a will be lost as a result of the proposed UP/SP merger Ir the 
case of coal movements to both the White Bluff and Nelson Stations, SP would no longer 
be able to bid independent!) for the movement of coal onginated by BNSF, and UP s 
controi of SP would enable UP to prevent SP fro^^ bidding competitively with BNSF for 
these movemenis The White Bluff spur "build-out" would be rendered meaningless, and 
the competitive option.' Entergy a.-̂ ticipaied when it committed substantial capital to the 
Nelson spu "build-out" would be cut in haif (and Entergy wouid iose the benefit ofthe 
most effic em competitive routing, via BNSF-SP) This loss of competition will result m 

Ar Enleig, Companv 



coal transportation costs at least $2 per ton higher than they would otherwise be. For 
both power plants, this translates into a near-term total fiiel cost increase of about $5 
million annaally, and a long-term total fuel cost increase of about $18 million annually. 

Because of these anti-competitive impacts, Entergy opposes the proposed UP/SP merger 
unless conditions are imposed by the Surface Transportation Board (STB) that would 
preser /e Entergy's present competitive options. The conditions requested by Entergy 
would require UP/SP to grant "trackage rights" to BNSF which would enable BNSF to 
operate over certain SP lines in order to serve the White Bluff and Nelson Stations via the 
rail spurs described above. Under a "Settlement Agreement" between UP/SP and BNSF, 
negotiated prior to the filing of t'lC merger application last fali, UP/SP has akeady agreed 
to give 3NSF trackage rights c vor the very same lines if the merger is approved. 
He wever, under this agreement BNSF would be prevented from using the trackage rights 
to deliN cr coal to the White Bluff and Nelson Stations. 

Lmergy believes that the forces of competition (which govem other fiiel delivery options) 
should be what determine the level ofits fiiture coal rail rales. If the STB decides to 
appr jve the UP/SP merger, the trackage rights conditions requested by Entergy are 
necessary merely to preserve Entergy's present competitive options. Entergy urges public 
offuials from its service area to write the STB in support of Entergy's requests. Letters 

l̂ should be addressed to the Office ofthe Secretary. Case Control Branch, Attn: Finance 
Docket No 32760, Surface Transportation Board, 1201 Constitution Avenue, NW, 
Washington, DC 20423. 

Sii^rely, / \ _^ 

DEM/as 



V Route 1, Box 137 wrf^ '̂ 
/ Porterville, MS 39352 * p l r ^ 

A p r i l 22, 1996 

The Honorable Sonny Montgomery 
2184 Rayburn House Office Bldg. 
Washington, D.C. 20515-2403 

Dear Representative Moi.'gomery: 

I am a resident of P o r t e r v i l l e , Mississippi. I am employed by the Kansas 
City Southem Railway.Company. 

The purpose of this l e t t e r i s to ask you to write to Surface Transporta­
t i o n Board advising i t that you oppose the merger of the Union Pacific and 
Southern Pacific railroads as presented to the Board. 

I believe this merger i s anti-competitive. I t w i l l result i n a company that 
w i l l dominate t r a f f i c i n the westem half of the United States which w i l l 
lead to higher rates and lower standards of service. I t w i l l gain t r a f f i c 
at the expense of carriers such as KCS and w i l l undoubtedly result i n a 
loss of jobs on KCS and other railroads. 

I hope you agree and w i l l express your views to -.he STB. I would appreciate 
hearing from you regarding your action on this important issue. 

Sincerely, 

David J. Browi. 



..U^^m i1:tMUd^ItJnjj^^ 

^jnureUj^ 7bJ2d>£jm3 



ĵ urfacE tranaportation 8oarb 
Maatiington. B.CC. 20423-0001 

(9fntt of ti)t u.t)atniuin 

May 2 ) , 1996 

The Honorable Gillespie V. Montgomery 
U.S. House of Representatives 
Post Office Box 5618 
Meridian, MS 39302 

Dear Congressman Montgomery: 

Thank you for your recent letter forwarding correspondence 
from several constituents expressing their concerns regarding the 
proposed merger of the Union Pacific (UP) and Southern Pacific 
(SP) railroads. They û -ae that careful considerati*. n be given to 
the competitive aspects of the merger, particularly in your 
state. 

As you may know, UP and SP filed their merger application on 
November 30, 1995. Because the matter now is pending before the 
Surface Transportation Board (Board), i t would be inappropriate 
for me to comment on the merits of the case. Let me assure you, 
however, that the Boarcl remains committed to fostering an 
effective and competitivo r a i l industry. The Board wi l l 
certainly give careful scrutiny to the competitive situation in 
your state, as well as any other issues affecting the public 
interest that may be raised during the merger proceeiding. I 
anti:;ipate a final decision in this proceeding by August 12, 
1996. 

I appreciate your interest in this matter, and I am having 
your constituents' correspondence placed in the public docket for 
this proceeding. I f you need any further information, please do 
not hesitate to contact me. 

Sincerely, 

f^REO 
Office of the Secretary 

Part of 
PuWic Record 

Linda J . Morgan 
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I t em No 

,Pa<?e' C o u n t _ 

N E W YORK 

W A S H I N G T O N 

A L B A N Y 

B O S T O N 

D E N V E R 

H A R R I S B U R G 

H A R T O R D 

J A C K S O N V I L L E 

r 
L E B O E U F , L A M B , G R E E N E & M A C R A E 

I..L.P 
A L I M I T C D L I A B ' L I T V P A R T N E R S H I P I N C L U D I N G P R O F E S S I O N A L C O R P O R A T I O N S 

I R 7 5 C O N N E C T I C U T A V E N U E , N.W. 

W A S H I N G T O N , DC 2 0 0 0 9 - 5 7 2 8 

2 0 2 i s a e - B O C O 

T t L E X * A O Z ^ * F A C S I M I L L 1 2 0 2 1 9 8 6 - 8 1 0 2 

WRITER S DIRECT OIAL 

1202) 985-8050 

LOS A N G E L E S 

NEWARK 

P I T T S B U R G H 

P O R T L A N D . OR 

SALT L A K E CITY 

o A N F R A N C I S C O 

B R U S S E L S 

M O S C O W 

ALMATY 

L O N D O N 
(A L O N D O N - B A t C O 

U L T i N A T l O N A L P A P T N C A S H i P l 

May 7, 1S96 

VIA HAND DELIVERY 

Mr. Vernon A. Williams, Secretary 
Surface Transportation Board 
U.S. Department of Transportation 
IzOl C o n s t i t u t i o n Avenue, N.W., Room 2215 
Washington, DC 20423 

Re: UP/SP Meraer. Finance Docket No. 3'̂ 760 

Dear Secretary Williams: 

Enclosed are the originax and twenty copies of "Reply 
of Western Shippers' C o a l i t i o n To Motion of Utah Railway." Also 
finclosed i s a 3.5" diskette containing the contents of the Reply. 

Please date stamp the a d d i t i o n a l three copies and 
return v i a our messenger. 

Very t r u l y yours. 

Michael F. .McBride 

Attorne^• f o r Western 
Shippers' C o a l i t i o n 

Enclosure 

cc: A l l Parties on Service L i s t 

rr ENTERED 
Office of the Secretary 

MW 8 vr,t 
Part of 

ublic Record 



WSC-17 
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EKTE^ED 
Office of the Secietary 

MAY 81996 

Partof 
Public Recorcf 

LwxTED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
SURFACE TRANSPORTATION BOAKD 

Finance Docket No. 32760 

UNION PACIFIC CORP., et a l . — 
CONTROL AND MERGER — 

SOUTHERN PACIFIC RAIL CORP., et a l . 

REPLY OF WESTERN SHIPPERS' COALITION 
TC MOTION OF UTAH RAILWAY COMPANY 

Western Shippers' C o a l i t i o n ("WSC") hereby r e p l i e s t o 

"Motion t o Compel Further Explanation or Correction Re Western 

Shippers' C o a l i t i o n Position on Montana. Rail Link I n c ' s 

Inconsistent Ap p l i c a t i o n , " (Utah-Jr^T) , f i l e d A p r i l 29, •'996.' The 

Motion is- extraordinary, does not c i t e any au t h o r i t y f o r the 

r e l i e f i t seeks, and must be denied. 

WSC has stated i t s p o s i t i o n w i t h respect t o MRL i n t h i s 

proceeding i n JSS-1, f i l e d March 29, 1996; Wb':-ll, t i l e d March 

' Despite the Board's i n t e n t t h a t t h i s proceeding be expedited, 
Utah Railway's Motion wac> not served by hand, by overnight 
d e l i v e r y , or by fa c s i m i l e . Counsel f o r WSC received i t on May 2, 
1996, and i s responding as quickly as possible, a f t e r 
c o n s u l t a t i o n w i t h the c l i e n t and while performing other 
professional r e s p o n s i b i l i t i e s . Counsel f o r Utah Railway could 
have provided telephonic notice •"o WSC's counsel of the f i l i n g of 
the Motion, but d i d not. Evidently, therefore, Utah Railway does 
not consider the M .tion t o be an urgent matter. Neither should 
the Board. 



o 29, 1996; and in WSC-16, f i l e d April 29, 1996. WSC f i l e d i t s 

l i s t of members as Attachment AHJ-l to the Verified Statement of 

WSC's Executive Director, Alexander H. Jordan, in WSC-11, and as 

an attacnment to JSS-l. wsc hereby affirms that the l i s t was 

accurate as of that date. 

Certain WSC members are separately represented in this 

proc€:eding, and apparently some of them have reached settlements 

with UP and SP. We are not privy to thoLe settlement agreements. 

H.jwever, so far as i s known to WSC, where those settlements 

required them to withdraw from WSC, they hava done so, and as UP 

qnd SP admit. WSC's counsel has so advised the Board ancj 

Applicants. Applicants' Rebuttal (UP/SP-230), Vol. 1 -

Nd.'rative, pp. 49-50. But some WSC members have reached 

individual settlements with UP/SP that permit them to continue as 

members of WSC. The essential point i s that WSC f i l e d i t s 

currei.t l i s t of members with i t s March 29, 1996 f i l i n g , and has 

not been advij,ed by any of those members that they have withdrawn 

Trom WSC. 

Utah Railway, for example, was member of WSC, but 

withdrew months ago. WSC so advised UP/SP in i t s discovery 

responses. Indeed, when the unde.sigi.ed learned that Utah 

Railway had contributed financially to WSC, which he had not 

known previously, he promptly advised Judge Nelson and counsel 

for Applicants (as well as those on the restricted service l i s t ) 

so that his repr.^srntations about financial contributions to WSC 

to Applicants and Judge Nelson during the discovery process would 

- 2 -



be corrected. That demonstrates that WSC and i t s counsel have 

discharged t h e i r r e s p o n s i b i l i t i e s t o the Board, 

To go beyond t h a t and t o invade :he i n t e r n a l 

communications of WSC members with WSC's lUrector would v i o l a t e 

WSC's and i t s members' F i r s t Amendment r i g h t s of free association 

and speech. Even the Applicants conceded i n discovery t h a t they 

would not seek communications among members of WSC. That, i n 

essence, i s what Utah Railway i s seeking, and the Board Jiay not 

do t h a t . I f UP or SP are i n possession of a settlement agreement 

w i t h a WSC member t h a t requires that member t o withdraw from WSC, 

UP or SP should take t h a t up with the WSC member. WSC i s unaware 

of any such circumstance. 

Utah Railway also mischaracterizes Intermountain Power 

Agency's ("IPA") p o s i t i o n . IPA's comments, attached as 

Attachment B t o Utah Railway's Motion, nowhere state t h a t i t 

supports the proposed merger, and those comments s p e c i f i c a l l y 

r e f e r t o "the adverse competitive impacts t h a t w i l l l i k e l y r e s u l t 

from the merger." I d . at 3. I t i s Utah Railway, not WSC, th a t 

f a i l s t o properly characterize another party's p o s i t i o n . 

Utah Railway prefers that the Board approve the merger 

of UP and SP, w i t h Utah Railway's settlement agreement wit h UP 

and SP part of t h a t transaction. MRL has sought d i v e s t i t u r e of 

SP's Central Corridcr, i n a f i l i n g accepted by the Board as 

complying wit h i t s r u l e s . The proper determination i s up t o the 

Board, and WSC has made appropriate f i l i n g s f o r the Board's 

consideration, which i t hardly considers a "body count" approach 

- 3 -



to evidentiary submissions (Motion at 3). Even a cursory review 

of WSC-11 would belie that. I t i s therefore mystifying to be 

accused of "misserv[ing] the Board in i t s balancing role" ( i d . ) . 

and to be "approach[ing] the borders of propriety" f i d . ) . 

A l l of WSC's f i l i n g s satisfy counsel's obligations to 

the Board. The undersigned takes his responsibilities to the 

BOv-*rd seriously. No one can demonstrate that the undersigned has 

failed to discharge any obligation owed the Board. 

Given WSC's counsel's representation!- herein and in i t s 

previous submissions in t h i s proceeding, Utah Railway's Motion 

must be denied. We trust the Board w i l l consider the matter 

closed, in light of these representations. 

Respectfully submitted, 

Michael F. McBride 
LeBoeuf, Lamb, Greene & 
MacRae, L.L.P. 

Suite 1200 
1875 Connecticut Ave., N.W. 
Washington, D.C. 20009-5728 
(202) 986-8000 

Attorney for Western 
Shippers' Coalition 

- 4 -



WSC-17 

UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTAT" ON 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 
(Sub-No. 11) 

UNION PACIFIC CORP., et a l . — 
CONTROL AND MERGER — 

SOUTHERN PACIFIC RAIL CORP., et a l . 

CERTIFICATE OF SERVICB 

I hereby c e r t i f y t h a t I have served t h i s "^th day of 

May, 1996, a copy of the foregoing "Reply of WSC To Motion of 

Utah Railway" on a l l p a r t i e s on the o f f i c i a l service l i s t i n t h i s 

proceeding by F i r s t Class mail, postage prepaid. 

Michael F. McBride 

J 



c ) WSC-17 

UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
SURFACE TRANSPOPTATION BCARD 

Finance Docket No. 32''60 

UNION PACIFIC CORP., at a l . — 
CONTROL AND MERGER — 

SOUTHERN PACIFIC RAIL CORP., 

REPLY OF WESTERM SHIPPERS' COALITION 
TO MOTION OF UTAH RAILWAY 

Michael F. McBride 
LeBoeuf, Lame, Greene 
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(202) 986-8000 

Attorneys f o r Western 
Shippers' C o a l i t i o n 
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— / OF SUSAN \ I L L E 
66 North Lassen Street 

Susanville, California 96130 
(916) 257-1000 • FAX (916) 257-4725 

A n r i l 23 , 1996 City Ad' 'nistrator 
Harry jensen 

Office of the Secretary 
Attn: Finance Docket No. 32760 
Surface Transportation Board 
1^01 C o n s t i t u t i o n Avenue, N.W. 
Washington, D.C. 20423 

Re- Union P a c i f i c Railroad Conipany, Merg-Br w i t h .'Southern Pacific 
Railroad Cor.-oany, Finance Doclcet No. 327cn and Southern Pacif.ic 
Transportation Company Abardoiiment Exception, Do.-::Ket No. AB-12 (Sub-
No. 184X) 

Dear Sir or Madam: 

Enclosed i s an o r i g i n a l of the f i l i n g by the City of 
Susan-ille and the County of Lassen regarding the mercer of Union 
Pacif.c Railroad and Sout^.<=rn P a c i f i c Railway Company and .he 
abandonment exception, W-endel-Alturas l i n e i n Modoc and Lassen 
Counties, C a l i f o r n i a . Also enclosed are twenty copier 
f i l i n g with the board. 

o f t h i s 

Office of tr.« =a-rotary 

1» [ 5 3 Kb!!cnecord_^ 

KATHLEEN R. LAI 
City Attorney 
Ci t y of Sus'.nville 
700 Court Street 
P.O. Pox 730 
Susanville, CA 96130 

(916) 257-7704 

MAYOR 
Douglas SaytTS 

MAYOR pro tem 
Venon H. Templeton 

COUNCIL MEMBERS 
' .ino P. Gailfgari, Shirley Johnson-Wright. Rodney E. DeBoer 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No, 32760 

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

-ONTROL AND MERGER-

SOUTHERN PACIFIC TRANSPORTATION COMPANY, TT. LOUxS 
SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 
DtNVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

STATEMENT OF CITY OF SUSANVILLE AKD 
COUNTY OF LASSEN IN SUPPORT OF 

RESPONSIVE APPLICATION OF 
MONTANA RAIL LINKS, INC. 

Dated: A p r i l 23, 1996. 

The City of Susanville, C a l i f o r n i a , and the County of Lassen, 
C a l i f o r n i a , h?- e reviewed the Responsive Application of Montana 
Rai l Linkr, Inc., dated March 2y, 1996, and are i n support thereof. 

The Modoc Line provides the most d i r t c t r a i l route t o move 
materials and products to and from the Paci f i c Northwest t o the 
INTERSTATE 80 c o r r i d o r . A d d i t i o n a l l y , the l i n e provides an 
a l t e r n a t i v e form of tra n s p o r t a t i o n t o move goods t o and from the 
City of Susanville ani County of Lassen. 

I n 1995, the Base Realignment and Closure Commission realigned 
the Sierra Army Depot at Herlong, --assen County, by removing one of 
i t s missions. A l o c a l Reuse Committee was established to 
investigate p o t e n t i a l uses cf the Depot. The Reuse Committee has 
i d e n t i f i e d the f o l l o w i n g possible uses: 

1. A two hundred (200) acre i n d a s t r i a l f a c i l i t y located at 
the north end of the Depot. Possible uses include a t i r e r e c y c l i n g 
operation and a munitions manufacturer. 

2. A s i x hundred (600) acre i n d u s t r i a l f a c i l i t y located at 
the south end of the Depot. Possible uses have not yet been 
i d e n t i f i e d . 

Abandonment of the Wendel to Alturas Line w i l l severely 



jeopardize the Reuse Committee's a b i l i t y t o a t t r a c t industry and 
otherwise severely l i m i t the options available f o r base reuse. As 
previously noted, the l i n e provides access t o both the Pac i f i c 
N rthwest and tha I n t e r s t a t e 80 co r r i d o r . Such trans p o r t a t i o n 
provided by r a i l access w i l l greatly enhance the commictee's 
a b i l i t y to a t t r a c t industry. In addition, the prospect that 
steady growth i n r a i l volume w i l l occur benefits the l o c a l . State 
and Nation's economy. 

I t i s axiomatic t h a t the City of Susanville and the County of 
Lassen are i n a depressec" economic state. The loss of the Sierra 
Army Depot w i l l only exacerbate the e x i s t i n g s i t u a t i o n . Not only 
i s the r a i l system necessary t o a t t r a c t industry f o r the Dep )t but 
i t i s v i t a l l y important t o a t t r a c t industry f o r other areas of 
Lassen County. 

For example, a cogeneration power plant i s located i n Wendel, 
Lassen County. Lassen County has received inq[uiries regarding 
development of the area p r i m a r i l y based upon *-'̂e l o c a t i o n of tne 
r a i l system i n r e l a t i o n t o the known geothermal resource area. 
Without continued r a i l service development of the Wendel area i s 
u n l i k e l y . 

I t i s undisputed t h a t t'le Line i s i n generally good condition. 
Assuming that i n d u s t r y requ.Lring r a i l use i s drawn t o the City of 
Susanville, Lassen County, or the Depot co s t l y reconstruction would 
be necessary i f abandonment i s allowed. 

Although the Line i s c u r r e n t l y under u t i l i z e d i t i s believed 
t h a t the Sierra A'-my Depot- cu r r e n t l y averages s i x t r a i n s a day 
north from Herlong, Lassen County, Obviously, should f u l l buildout 
of the i n d u s t r i a l parks occur more intense r a i l use w i l l be 
re a l i z e d . 

The rout(., besides r e l i e v i n g l o c a l streets and highways of 
a l t e r n a t i v e t r a n s p o r t a t i o n t r a f f i c , i s not exposed t o weovher 
rel a t e d problems associated w i t h other l o c a l r a i l routes. 

Both the City of Susanville and County of Lassen have adopted 
resolutions supporting the responsive a p p l i c a t i o n of Montana Rail 
Link, Inc., dated March 29, 1996. Rei-.olutions No. 96-2794 (City) 
aod 96-032 (County) supporting said Responsive Application are 
attached hereto and by t h i s reference incorporated herein. 

CONCLUSION 

The City of Susanville and County of Lassen urge the Board to 
grant the Responsi>re Application of Montana Rail Link, Inc., dated 
March 29, 1996, regarding the Wendel-Alturas Line and encourage 
f u l l u t i l i z a t i o n of said Line. 



Respectfully submitted, 

CTY OF SUSANVILLE 
KATHLEEN R. LAZARD, City Attorney 

Kathleen R. Laz^^ 
700 Cou.rt Street, P.O. Box 73 0 
Susanville, CA 96130 
( 9 1 J ) 257-7704 

Attorney f o r the City of Susanville 

A p r i l 23, 1996. 

Respectfully submitted, 

COUNTY OF LASSEN 
JAMES G. FLAGEOLLET, 

County Counsel 

J/(mes G, F l a g e o l l ^ t 
County of Lassen 
707 Nevada Street 
Susanville, CA 95130 
(916) 251-8334 
Attorney f o r County of 

Lassen 
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RESOLUTION NO. 96-2794 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SUSANVILLE 
IN SUPPORT OF RESPONSIBLE APPLICATION OF 

MONTANA RAIL LINK, INC. 

WHEREAS, the City of Susanville will experience an adverse economic impact if the 

proposed 85 mile Southem Pacific Railroad abandonment from near Wendel to near 

/^turas is approved; and 

WHEREAS, the City of Susanville has reviewed and considered the responsive .App'.ication 

of Montana Rail Link, Inc., dated March 29, 1996, and 

WHE REAS, the Feather River Rail Society, the organization that operates the Portola 

Railroad Museum in Portola, Califomia, and Motorcar Operators West, an organization 

whose members own and operate railroad motor cars throughout the westera United 

States, have expressed interest in using the railroad line for altemate railroad purposes 

including passenger tourist trains and motorcar events; and 

WHEREAS, interest in using the line for rail cycling has been expressed by individuals 

seeking safe and legitimate locations to operate individual outings and/or a commercial rail-

cycling venture; and 

WHEREAS, the City of Susanville is seeking ways to diversify its economic base including 

tourism; and 

WHEREAS, the Wendel to Alturas line could be part of a much larger tourist railroad 

loop connecting communities in Lassen, Modoc, and Plumas Counties on existing track; 

and 

WHEREAS, the Shasta Cascade Wonderland Association, of Redding, Califomia, which 

is a private organization that represents northem California's tourism interests is actively 

seeking ways to attract and transport people to northem Califomia to see and enjoy the 

natural and scenic resources of this area; /////////////////////////// 
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Resolution No. 96-2794 Continued: 

NOW, THEREFORE, BE IT RESOLVED by the City Council of the Cit> of Susanville, 

as follows: 

The City Council supports tlie Responsive Application of Montana Rail Link, Inc dated 

March 29, 1996. 

APPROVED: 

Douglas aayers, Mayor 

ATTEST: 

Mary ^^fahlen CMC, City Qerk 

The foregoing resolution was adopted at a regular adjoumed meeting of the City Council 
of the City of Susanville, held nn the 18th day of April, 1996 by the following vote: 

AYES: Johnson-Wright, DeBoer, Cailegarl , Templeton, and Sayers 
NOES: None 
ABSENT: None 
ABSTAINING: None 

Mary J f ^^h l t n , CMC, City Qerk 

APPROVED AS TO FORM: 

Kathleen R. Lazard, Ciw Attomey 



CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t I have served the foregoing Statsment on 
a l l p a r t i e s of record on the service l i s t i n t h i s proceeding, and 
an o r i g i n a l plus twenty copies on the Secretary of the Surface 
Transportation Board by .. i r s t class mail, postage prepaid t h i s 
-5th day of A p r i l , 1996, 

y^f^^^, 
M?Ĵ Y FAiJCfiNr CMC 
C i t y i i^ le rk 

C:\CITYSTB1 



RESOLUTION NO. 96-032 

RESOLUTION IM SUPPORT OF RESPONSIBLE APPLICATION OF 
MONTANA RAIL LINK, INC. 

WHEREAS, the County of Lassen w i l l experience an adverse economic 
impact i f the proposed 85 mile Southern Paci f i " " Railroad 
abandonment from near Wendel t o near A l t u r s i s approved; and 

WHEREAS, the County of .^assen has reviewed and considered the 
responsive A p p l i c a t i o n of Montana R a i l Link, Inc., dated March 29, 
1996; and 

WHEREAS, ti i e Feather River R a i l Society, the organization th a t 
operates the Portola Railroad Museum i n Portola, C a l i f o r n i a , and 
Motorcar Operations West, an organization whose memberp own and 
operate r a i l r o a d motor cars throughout the western United States, 
have expressed i n t e r e s t i n using the r a i l r o a d l i n e f o r a l t e r n a t e 
r a i l r o a d purposes i n c l u d i n g passenger t o u r i s t t r a i n s and motor car 
events; and 

WHEREAS, i n t e r e s t i n using the l i n e f o r r a i l c y c l i n g has been 
expressed by i n d i v i d u a l s seeking safe and l e g i t i m a t e l o c a t i o n s t o 
operate i n d i v i d u a l outings and/or a commercial r a i l c y c l i n g venture; 
and 

WHEREAS, the County of Lassen i s seeking ways t o divers.i-fy i t s 
economic base i n c l u d i n g tourism; and 

WHEREAS, the Wendel t o Alturae l i n e could be part of a much larger 
touris.. r a i l r o a d loop connecting communities i n Lassen, Modoc, and 
Plumas Counties on e x i s t i n g t r a c k ; and 

WHEREAS, the Shasta Cascade Wonderland Association, of Redding, 
C a l i f o r n i a , which i s a p r i v a t e organization t h a t represents 
northern C a l i f o r n i a ' s tourism i n t e r e s t s i s a c t i v e l y seeking ways 
to a t t r a c t and t r a n s p o r t people t o northern C a l i f o r n i a t o .oee and 
enjcy the n a t u r a l and scenic resources of t h i s area; 

NOW, THEREFORE BE IT RESOLVED AS FOLLOWS: 

1. That the foregoing r e c i t a l s are true and c o r r e c t . 

2. That the Board of Supervisors of the County of Lassen 
hereby supports the Responsive Application of Montana R a i l Link, 
Inc., dated March 29, 1996. 



The foregoing resolution was adopted at a regular meeting of tbe 
Board of Supervisors of the County of Lassen, State of Califomia, 
held on the 23rd day of April 1996, by the following vote: 

AYES:. 

NOES: 

Loggh, Neely, Chapman, Loubet 

- 0 -

ABSKNT: Lemke 

Lraan of the Board of Supeirvisors, 
Sunty of Lassen, State of C a l i f o m i a 

ATTEST: 

Julie Bust.amante, Deputy 
Nagel, Clerk of the Board 

I , THERESA NAGEL, Clerk of the County of Lassen, State of 
Califomia and ex officio Clerk of the Board of Supervisors 
thereof, do hereby certify that the foregoing resolution was 
adopted by the said Board of Supervisors at a regulfu: meeting 
thereof held on the 3̂rd ^̂ ŷ of April ^ 1996. 

C l e r l ^ f the Coimty of l a ^ e n , 'State 
Qii Califomia and ex officio Cleik 
of the Board of Supervisors thereof 

960422 
train 
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WllXIAM L . SLOVEH 
C. MICHAEL LOPTUr 
DONAIX) O. AVBHT 
JOHN b'. LB SKUH 
KKLVIN J . DOWD 
BOBEBT D.BOSENBERO 
CHBISTOPHEB .V. MIIXS 
PBANK d. PBBOQ.JZZI 
AKDHEW B. KOLESAR I I I 
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Wa4 SEVEKTEKNTH STRB T , k . W. 

WAsamoTON o. c. BCOO^ 

May 1 19 9o 

4-
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tos 34-.-riro 

BY HAND DELI'^^R^ 

Honorable Vernon A. WiMiams 
Seerjtary 
Surface Transporcation Board 
12'_h and Con s t i t u t i o n , N.W. 
V.'ashingcou, D.C. 20423 It 

Ctlic© o( the okx- 3iary 

MAY 0 21996 

,-rn Panel 
I 1 Public P »rd 

Re: 'inance Docket No. 32760, Union P a c i f i c 
Corporation, et, a l . -- Control and Merger --
Sou '-.hern P a c i f i c Transportation Companv e t . a l . 

Dear Mr. Secre*-.ary: 

Pursuant to Administrative Law Tudge Nelson's A p r i l 22, 
1996 Order ir" cho above-referenced p.-oceeding, F.nterg^- Services, 
I.-iC. and i t s a f f i l i a t e s Arkansas Power & Light and Gulf States 
U c i l i t i e s .'om̂ n̂y ("ESI") hereby enclose f i v e (5) copies cf the 
Appendix tc the Comnients of Entergy Sfirvices, Inc., Arkansas 
Power & Ll ht Company and Gulf States I . i l i t i e s C-mpany (ESI-I9). 

• vn extra copy of t h i s l e t t e r ai^d the Appendix are 
e.iclo.=;eJ. Kindly indicate receipt and f i l i n g by tdme-stanping 
both and r'iturning them to the bearer of t h i s l e t t e r . 

Thank you f o r your a t t e n t i o n to t h i s matter. 

Sincerely, 

Enclosures 

Chriatopheg/A. M i l l s 
An Attorney f o r Entergy 

Services, Inc., and i t s 
a f f i l i a r e . ' j Arkansas Powjr & 
Light anc". Gul:. States 
U t i l i t i e r Company 
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BEFORE THE 
PACE TRANSPORTATION BOARD 

UNION PACIFIC CORPORATION, UN'ON 
PACIFIC RAILROAD COMPANY, Ai<JT 
MISSOTJRI PACIFIC RAILROAD CO' ''/f-T 
-- CONTROL AND MERGER - - SO^ "J' 
PACIFIC RAIL CORPORATION, £Go; -i£Ri: 
PACIFIC TRANSPORTATION COMPANY, 
ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP., AND THE 
DENVER AND 1 10 GRANDE WESTERN 
RAILROAD COMPPin 

Finance Docket No. 32760 

APPENDIX TO THE 
COMMENTS OP ENTERGY SERVl -:i;;S, INC. , 
ARKANSAS POWER & LIGHT COMPANY AND 
_ GULF STATES UTILITIES COMPANY 

OF COLT̂ SEL: 

Slover Sc Loftus 
1224 Seventeenth S';reet, N.W. 
Washington, D.C. T.O 03 6 

Dated: May 1, 1996 

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

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

C. Michael Loftus 
Christopher A. M i l l s ^ 
Andrew B. Kolesar I I I 
P a t r i c i a E. Kolesar 
1224 Seventeenth Street, N.W. 
Washington, D.C. 2003 6 
(202) 347-7170 

Attorneys and Practitioners 



APPENDIX TO COMMENTS OF ENTERGY SERVICES, INC., ARKANSAS POWER & 
LIGHT COMPANY AND GULF STATES UTILITIES COMPANY 

ON THE PROPOSE'̂  UP/SP MERGER (ESI-12/13) 
FILETS MARCH 29, 1996 

Relevant Excerpt>3 from Deposition Transcripts 
Referenced i n Ex^tergy's Argument of Coimsel (pagn 21) 

Deposition of Witness Neal D. Owen 
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1 BEFORE THE 

2 SURFACE TRANSPORTATION BOARD 

3 Finance Docket No. -.2760 

4 UNION PACIFIC CORPORATION, UNION PACIFIC RAILROaD 

5 COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

6 - - CONTROL MERGER - -

7 SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN 

8 PACIFIC TRANSPORTATION COMPANY, ST. LOUIS 

9 SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. ANJ THE 

10 DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

11 HIGHLY CONFIDENTIAL 

12 Washington, D.C. 

13 F r i d a y , F e b r u a r y 23, 1996 

14 D e p o s i t i o n of NEAL D. CWEN, a w i t n e s s 

15 h e r e i n , c a l l e d f o r e x a m i n a t i o n by c o u n s e l f o r the 

16 P a r t i e s i n t h e ?.bove - en t i t l e d m a t t e r , p u r s u a n t t o 

17 agreement, t h e w i t n e s s b e i n g d u l y sworn by JAN A. 

18 WILLIAMS, RPR, a N o t a r y P u b l i c i n and f o r t h e 

19 D i s t r i c t of Columbia, t a k e n a t t h e o f f i c e s of 

20 Mayer, Brown & P l a t t , 20"0 P e n n s y l v a n i a Avenue, 

21 N.W., Washington, D.C, 20006 - 1882, ac 

22 10:05 a.m., F r i d a y , February 23, 1996, and the 

23 p^-oceedings b o i n g t a k e n down by S t e n o t y p e by j;^.; 

24 A. WILLIAMS, RPR, and t r a n s c r i b e d under her 

25 d i r e c t i o n . 

ALDERSON REPORTING COMPANY, INC. 
{2021289-2260 (800) FOR DEOQ 

11 n Mth ST., N.W. 4th FLOOR / WASHINGTON. D.C, 20005 
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) 

1 f o r t h e c e n t r a l c o r r i d o r -- I meant BN/Santa Fe, 

2 f o r t h e c e n t r a l c o r r i d o r t r a c k a g e r i g h t s between 

3 Denver and S a l t Lake C i t y make any p r o v i s i o n f o r 

4 t r a f f i c i n c r e a s e s on t h e c e n t r a l c o r r i d o r l i n e s 

5 w h i c h may occur i n s p i t e o f t h e proposed merger? 

6 A. Both t h e UP/SP o p e r a t i n g p l a n and my 

7 d e s c r i p t i o n of t h e p l a n n e d BN/SF o p e r a t i o n are 

8 b a s i c a l l y r e s t a t e m e n t s of t r a f f i c as i t e x i s t s 

9 t o d a y . And g r o w t h t r a f f i c i s r e a l l y i s 

10 t r e a t e d s e p a r a t e l y i n p l a n s such as t h i s . So 

11 t h e r e ' s been no c o n s i d e r a t i o n of g r o w t h i n what 
12 I ' v e s t a t e d h e re, economic g r o w t h . 

13 Q. Okay. I f UP/SP c o a l t r a f f i c p o s t i r e r g e r 

14 were t o i n c r e a s e between O r e s t a d a r d Denver by 

15 f i v e t r a i n s a day t o t a l i n b o t h d i r e c t i o n s , would 

16 t h i s a f f e c t t h e l i n e s ' c a p a c i t y t o handle 

17 BN/Santa Fe t r a i n s ? 

18 A. I t might or i t m i g h t n o t , I would 

19 r e a l l y have t o l o o k a t i t i n t h a t c o n t e x t and 

20 make an a n a l y s i s . And l a c k i n g t h a t I can ' t 

21 r e a l l y c.nswer t h e q u e s t i o n . 

22 Q. W e l l , l e t me r e p h r a s e t h e que::tion a 

23 b i t . Would you agree t h a t i n c r e a s e s i n t r a f f i c 

24 d e n s i t y and t r a i n f r e q u e n c y on a p a r t i c u l a r l i n e 

25 can a f f e c t a r a i l r o a d ' s a b i l i t y t o o p e r a t e on the 

') 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (lOO) FOR DEPO 

1111 14fh ST., N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 l i n e i n t h e f u t u r e as pl a n n e d , assuming t h a t 

2 t h e r e a r e no c a p a c i t y enhancements? 

3 A. I t can. I t doesn't a l w a y s , b u t i t can, 

4 yes . 

5 Q. Do you know whether a p p l i c a n t s p l a n t o 

6 make any c a p a c i t y improvements t o t h e Denver t o 

7 S a l t Lake C i t y l i n e i f t e r t h e merger? 

8 A. On t h e b a s i s of our p l a n n e d o p e r a t i o n , 

9 no. There i s a fu n d e s t a b l i s h e d by t h e 

10 s e t t l e m e n t agreement c h a t , i f improvements are 

11 needed t o UP/SP l i n e s where BN/SF has t r a c k a g e 

12 r i g h t s , t h e r e i s money a v a i l a b l e f o r those 

13 improvements, i f t h e y ' r e f o u n d t o be necessary. 

14 Q. But you'r e n ot aware of any s p e c i f i c 

15 improvements f r o m Denver t o S a l t Lake C i t y ? 

16 A. No, t h e r e ' s n o t h i n g p l a n n e d as of t h i s 

17 t e s t i m o n y . 

18 Q. I f you c o u l d p l e a s e r e f e r e n c e page 15 

19 of your v e r i f i e d scatement. You're t a l k i n g about 

20 the s o u t h e r n c o r r i d o r a t t h i s p o i n t . And my 

21 f i r s t q u e s t i o n t o you about t h e s o u t h e r n c o r r i d o r 

22 t r a f f i c i s does the SP l i n e between Houston and 

23 Iowa J u n c t i o n , L o u i s i a n a , pass t h r o u g h Beaumont, 

24 Texas? 

25 A. Yes. 

ALDERSON REPORTING COMPANY, INC. 
(202)289 2260 (800) FOR DtiPO 
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/ 
1 

Q. Does BN/Santa Fe a l s o have a l i n e t h a t 

2 passes t h r o u g h Beaumont? 

3 A. BN/Santa Fe has a l i n e t o t h e n o r t h of 

4 t h e SP l i n e t h a t goes t o S i l s b e e and t h e n t u r n s 

5 s o u t h t o Beaumont which i s b a s i c a l l y t h e end of 

6 the BN/Santa Fe r i g h t now. I t would j o i n the SP 

7 l i n e a t Beaumont. 

8 Q. So t h e r e i s an e x i s t i n g c o n n e c t i o n 

9 between SP and EN/Santa Fe a t Beaumont? 

10 A. Yes. 

11 Q. Coulc". t h i s c o n n e c t i o n be used by 

12 BN/Santa Fe t o move u n i t c o a l t r a i n s f rom, f o r 

13 example, Wyoming t o Lake C h a r l e s , L o u i s i a n a ? 

14 A. Yes. 

15 Q. On page 16, the b e g i n n i n g of s e c t i o n 

16 2a, t h r e e l i n e s down, you note t h a t i n t e r m o d a l 

17 t r a i n s between C a l i f o r n i a and New Orl e a n s w i l l be 

18 b y p a s s i n g Houston on BN/Santa Fe's Conroe 

19 s u b d i v i s i o n t o t h e n o r t h and e n t e r i n g t h e new 

20 segments a t Beaumont? 

21 MS. KUSSKE: I ' l l j u s t l i k e t o c o r r e c t 

22 fov t h e r e c o r d , I b e l i e v e i t says one i n t e r m o d a l 

23 t r a i n p a i r . 

24 BY MS. KOLESAR: 

25 Q. Could you please i d e n t i f y on th.2 map on 
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1 page ISA what t h e Conroe s u b d i v i s i o n i s ? 

2 A. Let me g e t t h e c o l o r e d v e r s i o n h ere. 

3 On the map on page ISA, i f you l o c a t e Beaumont, 

4 r o u g h l y i n t h e c e n t e r of t h e map, a l i t t l e b i t t o 

5 the l e f t s i d e o f t h e page, t h e r e ' s a g r e e n l i n e 

6 e x t e n d i n g n o r t h t o S i l s b e e . That i s t h e BN/Santa 

7 Fe S i l s b e e s u b d i v i s i o n . I t ' s a l i t t l e over 20 

8 m i l e s i n l e n g t h . 

9 Q. What's 20 m i l e s on t h i s map, -ver t o 

10 Dobbin? 

11 A. No, between Beaumont and S i l s b e e i s 

12 about 20 m i l e s . 

13 Q. '^ri j u s t t h a t one segment? 

14 A. Yes. That i s t h e S i l s b e e s u b d i v i s i o n . 

15 Then you go west f r o m S i l s b e e t o w a r d Dobbin and 

16 on t o S o m e r v i l l e . That green l i n e i s BN/Sanra 

17 Fe's Conroe s u b d i v i s i o n . And from S o m e r v i l l e 

18 then t h i s goes on t o Temple t o t h e n o r t h , where 

19 we can go t o C a l i f o r n i a o r we can go n o r t h t o 

20 S e a t t l e or Denver or wherever we want t o go at 

21 t h a t p o i n t i n t i m e , Chicago. 

2-1 So t h a t r o u t e f r o m Temple t o 

23 S o m e r v i l l e , Dobbin, S i l s b e e , Beaumont i s t h e 

24 r o u t e t h a t t h i s i n t e r m o d a l t r a i n would use. I t ' s 

25 the -out e t h a t t h e h y p o t h e t i c a l t r a i n t o Lake 
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1 C h a r l e s would use t o bypass Houston. 

2 Q. So you would want t o bypass Houston. 

3 I s t h a t because i t ' s s h o r t e r ? 

4 A. I t ' s s h o r t e r and because o f o c c a s i o n a l 

5 r a i l c o n g e s t i o n t h a t i s g o i n g t o occur i n t h e 

6 Houston a r e a , b o t h . 

7 Q. I f you c o u l d p l e a s e t u r n t o page 25. 

8 I n t h e second t o t h e l a s t p a r a g r a p h , you r e f e r t o 

9 t h e e s t a b l i s h m e n t of an e q u i t a b l e arrangement 

10 between BN/Santa Fe and UP/SP f o r s w i t c h i n g 

11 s e r v i c e needed f o r LCRA equipment moving t o and 

12 f r o m t h e c a r maintenance f a c i l i t y a t S m i t h v i l l e ? 

13 A. That's c o r r e c t . 

14 Q. F i r s t of a l l a r e you aware t h a t LCRA's 

15 p r i v a t e c a r f used f o r t h e movement of Powder 

16 R i v e r B a s i n c o a l t o t h e F a y e t t e power p r o j e c t are 

17 m a i n t a i n e d a t S m i t h v i l l e ? 

18 A. I don't have s p e c i f i c knowledge of 

19 t h a t , b u t ' have seen t h e S m i t h v i l l e f a c i l i t y and 

20 i t c e r t a i n l y appears t o be t h e major maintenance 

21 f a c i l i t y f o r those c o a l c a r s . 

22 Q. Okay. I s your t e s t i m o n y r e f e r r i n g t c 

23 t h e p o s s i b i l i t y t h a t i n t h e f u t u r e BN/Santa Fe 

24 may han d l e t h e LCRA c o a l t r a f f i c i n s t e a d of UP as 

25 a r e s u l t of t h e s e t t l e m e n t agreement? 
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1 A. Yes. 

2 Q. And what do you mean by an e q u i t a b l e 

3 arrangement? 

4 A. S m i t h v i l l e under the terms of the 

5 s e t t l e m e n t agreement i s not a two-to-one i ^ o i n t . 

6 And t h a t l i n e item i s i n c l u d e d i n my v e r i f i e d 

7 statement co show t h a t we might need access to 

8 S m i t h v i l l e and would p l a n t o n e g o t i a t e f o r such 

9 access. 

10 Q. But you know of no n e g o t i a t i o n s to 

11 date? 

12 A. That's c o r r e c t , I know of none. 

13 Q. Would you assume, f o r example, i f 

14 n e g o t i a t i o n s were underway, t h a t UP would be 

15 doing the a c t u a l s w i t c h i n g i n r e t u r n f o r a 

16 r e c i p r o c a l s w i t c n i n g charge or wouid thera be a 

17 d i f f e r e n t way to handle the matter? 

13 A. I r e a l l y can't respond t o t h a t because 

19 I haven't looked at t h i s i n d e t a i l . I t h i n k the 

20 o p t i o n might be open since there i s other 

21 BN/Santa Fe se r v i c e i n the area, l o c a l s e r v i c e 

22 from Temple as an example and the aggregate 

23 t r a i n s t h a t we wouxd hope would be running from 

24 Georgetown by t h a t f a c i l i t y toward Houston. 

25 I t ' s conceivable t h a t EN/Santa Fe would 
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PACIFIC RAIL CORPORATION, SOUTHERN 
PACIFIC TRANSPORTATION COMPANY, 
ST. LOUIS SOUTHWESTERN R-MLWAY 
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19 

20 

BEFORE THE 

SUAF.-.CE TRANSPCRT.-.TICN BOARD 

Finance Dockec Mo. 32760 

UNION PACIFIC CORPGRAT'ON, -JNION PACIFIC RAILROAr 

COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

-- CONTROI. MERGER --

SOUTKERN PACIFIC RAIL CORPORATICN, SOUTHERN 

PACIFIC TRANSPORTATION CCMPANY, ST. LOUIS 

SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 

DENVER AND RIO GRANDE WE.<̂ TERN RAILROAD COMPANY 

HIGHLY CONFIDENTIAL 

Washington, D.C. 

Tuesday, F e b r u a r y 13, .996 

D e p o s i t i o n of RICHARD G. SHARP, a 

witness h e r e i n , c a l l e d f o r e x a m i n a t i o n by counsel 

f e r the P a r t i e s i n the a b o v e - e n t i t l e d macter, 

pursuant t o agreement, che w i t n e s s b e i n g d u l y 

swor.. by JAN A. WILLIAMS, RPR, a N o t a r y P u b l i c i n 

ar.d f o r t h e D i s t r i c t of Columbia, t a k e n at the 

o f f i c e s of Covmgr.on & B u r l i n g , 1201 Pennsylvania 

Avenue, N.w., Washington, D.C., 20044, at 

i::05 a.m., Tuesday, February 13, 1996, and tne 

cr c c e e d i n g s b e i n g taken down by Stenocype fcy JAN 

k WILLIAMS, RPR, and cranscribe_L under her 

d i r e c t i o n . 
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• 

• 

1 i n v o l v e d ; i s chat c o r r e c t ? 

A . - c r e c 2 £ s 1 r i 1 y d i r e c c 1 . I c a :̂  3 u r, e s 

3 c^a" rhe .-eceiver has ercess co B u r l i r . g c c n 

4 N o r t h e r n o r i g i n a t e d c o a l i n some f a s h i o n , :-.oc 

5 n e c e s s a r i l y by being l o c a t e d cn the B u r l i n g c c n 

6 Northern/Santa Fe system. 

7 . Because you d i d not l o c k i n t o the r a t e 

6 l e v e l s chat Southern P a c i f i c i s e i t h e r c u r r e n t l y 

9 c h a r g i n g or p l a n n i n g t o charge i n t h e f u t u r e f o r 

10 c o a l moving from SP o r i g i n s , I ask t h i s as a 

11 !:ypothet i c a l , i s n ' t i t p o s s i b l e t h a t a c a r r i e r 

12 w i t h l i m i t e d c o a l o r i g i n s i t serves d i r e c t l y 

13 might promote thac c o a l more a g g r e s s i v e l y , and by 

14 t h a t I mean w i t h lower r a t e s , than a c a r r i e r -srith 

15 the a b i l i t y t o serve many d i f f e r e n ^ mines m 

16 d i f f e r e n r areas? 

17 A. I b e l i e v e t h a t a n c i l v s i s t o be i n v a l i d , 

18 and i n v a l i d based on the f o l l o w i n g cbservt.t i c n : 

19 v.'ĥ n y o j looK a t the d e i i v e r e d cost cf Powder 

2 0 Ri-.-er ccc.l at d e s t i n a t i o n s , many d e s t i n a t i o n s m 

21 many areas, and you compare t n a t d e l i v e r e d c o s t 

22 t c che d e l i v e r e d cost of Colorado or Utah c o a l 

23 when I t goes co rhose d e s t i n a t i o n s or New Mexico 

i 24 coa'- c r , i n a very few cases, Hanna Basm 

1 

J 
25 Southern Wyoming Union P a c i f i c served c o a l , you 
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10 

11 

12 

13 

15 

16 

18 

19 

24 

25 

* -eread, please. ^^ 

'•-• :-:'-:I:GSTOK. , 
--.-swer? your 

4 
^ THE WITNESS: Yes. 

THE REPORTER- "n,,^. 

^ - -^e statement x fou " "̂̂ ^ 

-ec. -ompec.Lion between r 
S • - cLween Lnion Pacif.r. 

- z Southern F a c - ^ c n • ^ ^ i f x c o r i g i n s 
9 • • o r i g i n s was a u i - o 
^ =---̂ nk I usee tho term n^ooest. i 

term r a r e . Thar 
-'-'̂ e Of c o m p e t i t i o n H ' ^ ^ " ' ^ ^ ^ ^ l y 

p e t i t i o n between Union Pacif.-

— ^ v e l y served o r i g . ^ s a.d S o u t . 

e:-:c:usively served o r i g _ . = 

' - • t a r . i c t o wh-irH r- • 
access r n P a c i f i c has 

-3 c o m p e t i t i v e at o r i g m o 

t h e r e ^ • 
P a c i ^ . r a T ^ ^ ^ - p e t i t i o n between 

a = i - i c and Union P a c i ' i r , 
K i v . r o r i g i , , - - o l v . n g 

• - - - c n bc-c..een Scutrherr Pac . - - - . 
a . . . . - - I - ^ - ' • • ^ - C a . n d 
- - - - m g c o n N o r t h e r n . -

BY MR, LOFTUS: 

• sspors<?, char ~ r-
- ^ a t assumes t h a t t h e r e ^ rv, 

' = ^he B u r U n g t o n -o ' ' ' ' ' ' ' ^ 
^ " - se rve the d e s t i n a t i o n s 

ALDERSON RE.rORTING COMPANY INr 
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If 

51 

1 w i l l see chac cl;e c e l i v e r e d ccst i s mucn, r.uch 

; Le'.cv ti.e d _ - l i - - = red CCLC cf che ccT.parabl-

; •:rcd\icrc m rhe great r ? i c r i - . y ct c.^'ses. 

4 There are excepcions. There are 

5 excepcions d e r i v e d from when c o n t r a c t s w i t h 

6 producers were signed and what the terms cf t n e 

7 c o n t r a c t s were and PO t o r c h . BL.C by and l a r g e --

8 and some cf c h i s daca i s m my ccacemenc -- chere 

9 i s a s u b s c a n c i a l d i s c r e p a n c y at d e s t i n a t i o n i n 

10 d e l i v e r e d cost between Powder R i v e r c o a l and c o a l 

11 ircm o t h e r Wescern area.-. 

12 And chac i s an i n d i c a t i o n t h a t r a t e s on 

13 Pcwder R i v e r c o a l are b e i n g h e l d down not by 

14 scurce c o m p e t i t i o n but by t h e c o m p e t i t i o n chat 

15 e.xists between che c a r r i e r s s e r v i n g the Powder 

16 R i v e r . Otherwise the c r a n s p o r c e r would a l l o w the 

17 ci-ansport r a t e t o r i s e u n t i l i t was j u s t belcw 

18 the l e v e l of the o t h e r sources. 

j_5 So the Powder R i v e r r a t e s are b e i n g 

2C c c r . 3 t r a i n e d ^y d i r - : t c o m p e t i t i o n between 

21 B u r l i n g t o n N o r t h e r n and Union P a c i f i c . I don't 

22 t h i n k chere i s any doubt about cnat. Witness 

23 Peterson I b e l i e v e i n che r e c o r d p r o v i d e d some 

24 i n f o r m a t i o n cn what has happened t o the r a t e s ^n 

:5 term.'s cf m i l l s per t o n m i l e s i n c e c c m p e t i t i o n wa3 
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APPENDIX TO JOINT COMMENTS OP WPL & WPS ON THE PROPOSED 
UP/SP MERGER (OTS-6)/(WPL-6) 

PILED MARCH 29, 1996 

Tab 

Relevant Excerpts £rom Deposition Transcripts 
Referenced in the Verified Statement of David G. Weishaar 

-- Deposition of Witness Richard G. Sharp 
-- Deposition of Witnesses R.B. (Brad) King and 

Michael D. Ongerth 

Relevant Excerpts from Deposition Transcript 
Referenced I n the V e r i f i e d Statement of Ramesh Malhotra . 

-- Deposition of Witness Richard G. Sharp 

Relevant Excerpts from Deposition Transcript 
Referenced in the Verified Statement of William C. Lyman 

-- Deposition of Witnesses R.B. vBrad) King and 
Michael D. Ongerth 

Relevant Excerpts from Deposition Transcript 
Referenced in WPS/WPL's Argunent of Coursel 

Deposition of Witnesses R.B. (Brad) King and 
Michael D. Ongerth 



J 
J 

1 incroduced cc che Powder R i v e r . And 

2 l.as cei.n ve.v s u;; s t anc i a l . 

: T h 3 r r f c i 2 h-c-;:.:e i c ' c con^pecicicn 

4 w i t h i n che Powder R i v s r chat i s h o l d i n a down 

5 races, i c makes nc sense f o r a c a r r i e r , i f i t had 

6 access co another source of c o a l , t o f a v o r the 

7 f-cvder " i v e r . I f rates; are g o i n g t o be d r i v e n co 

8 marginal coses anywhere, i t would be where t h e r e 

9 IS d i r e c t head-cc-head c o m p e t i t i o n a t o r i g i n . 

10 MR. LIVINGSTON: I don't want co break 

11 up a l i n e of q u e s t i o n i n g , but i t ' s my 

12 u n d e r s t a n d i n g f r o i i i -- t h i = i s my f i r s t d e p o s i t i o n 

13 i n c h i s p r o c e e d i n g . But t h e p r a c t i c e has been co 

14 ta.-;e a break a t 11:30 and t h e n c o n t i n u e on co 

15 l u n c h a f t e r t h e break. And i t i s now l l : 3 u . 

16 MR. LOFTUS: Perhaps one more 

17 q u e s t i o n . 

18 MR. LIVINGSTON: A l l r i g h t . 

19 MR. McBRIDE: We're not t h a t r i g i d . 

20 BV MR. LOFTUS: 

21 Q. Did you make any e f f o r t t o det e r m i n e 

22 whether d e l i v e r e d p r i c e c o m p e t i t i o n from SP 

23 o r i g i n c o a l s a c t s as a c o m p e t i t i v e l i m i t a t i o n on 

24 been BN and UP d e l i v e r e d c o a l p r : c e s out of the 

25 Pcv.-der R i v e r Basin? 
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1202)289-2260 (800) FOR DEPO 

1 1 : 1 14th ST., N.W.. 4th FLOOR / WASHINGTON. D.C. 20005 



o 

T 

C 

9 

IC 

11 

16 
. ^ 
J. / 

16 

15 

21 

22 

23 

4. t 

25 

f ! 

A. Based on t h e a n a l y s i s I ] u s t cave ycu, 

-:y answer t u chac i s no. The E u i l m g t o n 

r:crch&rn -- the d ' j l i v e r e d p r i c e c f Fcwdei- Ri-'^-' 

c o a l served j o i n t l y by BN ^nd Union P a c i f i c i s 

•uch lower i n t h e g r e a t m a j o r i t y of i n s t a n c e s 

uhan c o a l f r o m o t h e r Wescern sources. 

I t i s \-ery common t o see Powder Ri^ 

co a l say at an Iowa u t i l i t y ::or, oh, perhaps 

around $1 per m i l l i o n Btu and see c o a l received 

from o t h e r sources at $1. 0 or h i g h e r . So chac 

d e l i v e r e d c o s t i s not the c o n s t r a i n t on che 

d e l i v e r e d c o s t of c o a l from the Powder River. 

O b v i o u s l y something e l s e i s happening, and that 

something e l s e i s d i r e c t c o m p e t i t i o n i n the 

Powder R i v e r B a s i n . 

(Recess) 

BY MR. LOFTUS: 

Q. Mr. Sharp, b e f o r e the break we were ac 

page 672 of your statement, s i r , and we were 

ad d r e s s i n g t h e paragraph where you were 

a d d r e s s i n g SP se r v e d u t i l i t y p l a n t s . And m cha 

you address t h e b e n e f i t s t h a t they would or migh 

o b t a i n from g a i n i n g s i n g l e - l i n e s e r v i c e from c':e 

Powder R i v e r B a s i n . Such s i n g l e - l i n e s e r v i c e 

would o n l y be of s i g n i f i c a n c e t o p l a n t s on:.y acl 
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I t would not -- I k i n d cf l o o k at your 

.-: tr J 1. i p s i d e . I t wouid not 

3 lc~iC3l.I'.' f-.vor the "cut-S chat '..-ere -.r.cre c l o s e l y 

4 d r i v e n co m a r g i n a l c o s t s . So where t h e r e i s 

3 d i r e c t c o r a p e t i t i o n from o r i g i n s as i n che Pov-'er 

6 River, where margins are squeezed, I would chink 

7 chere v;ould be lesr . l i k e l i h o o d c h at i t would 

8 favor those r o u t e s . 

9 Q. Well - -

10 A. But I t h i n k the customer p r e f e r e n c e m 

11 order co c a p t u r e the business would be t h e main 

j 12 outcome . 

13 Q. Assuming equal chances o f g e t t i n g the 

i 14 business on c o a l moving from two d i f f e r e n t o r i g i n 

•, 15 areas served by the same c a r r i e r , i s n ' t i t 

16 l o g i c a l chat t h e c a r r i e r w i l l f a v o r t h e o r i g i n 

'( 17 a.ea t h a t would y i e l d i t t h e g r e a t e s t p r o f i t ? 

I g .\. W e l l , I don't ..ccept y o u r assumption as 
i 

• 19 v a l i d because d i r e c t head-to-head c o m p e t i t i o n i n 

IC che ?ovd3r R i v e r I t h i n k i s not e q u i v a l e n t co 

21 e x c l u s i v e s e r v i c e i n Colorado and Utah. h.id I 

22 t h i n k i t i s d e f i n i t e l y the Powder Ri-,er o r i r j i n s 

23 which iS where the b u l k of Western c o a l t r a f f i c 

I 24 o r i g i n a t e s t h a t are most l i k e l y t o be d r i v e n 

25 toward m a r g i n a l c o s t s , because t h e r e i s 

ALDERSON REPORTING COMPANY. INC. 
(202)289-2260 (800) FOR DEPO 
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''I 
I 

CERTIFIED COPY 
1 

1 BEFORE THE 

2 SURFACE TRANSPORTATION BOARD 

3 Finance Docket No. 32760 

4 UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD 

5 COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

6 -- CONTROL MERGER --

7 SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN 

8 PACIFIC "TRANSPORTATION COMPANY, ST. LOUIS 

9 SOUTHWESTERN RAILWAY COMPAN:f, SPCSL CORP AND TKE 

10 DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

11 HIGHLY CONFIDENTIAL 

12 Washington, D.C. 

13 Thursday, February -, 1996 

14 D e p o s i t i o n of R.B. (BRAD) KING and 

15 MICHAEL D. ONGERTH, wi t n e s s e s h e r e i n , c a l l e d f o r 

16 e x a m i n a t i o n by counsel f o r t h e P a r t i e s i n t h e 

17 a b c v e - e n t i t l e d m a t t e r , p u r s u a n t t o agreement, the 

13 w i t n e s s e s b e i n g d u l y sworn by MARY GRACE PRESTO, 

13 ?.??., a N o t a r y P u b l i c i n and f o r t h e D i s t r i c t of 

2: Cc^-T.bia, t a k e n a t the o f f i c e s of Covington i 

E^r-i.na, 12 0 1 Pennsylvania Avenue, N.W., 

v.-ac.'.mgton, D.C, 20044, at 10:20 a.m., Thursday, 

23 Feor-iary J , 1996, and the proc e e d i n g s b e i n g t a k e n 

24 down by Stenotype by MARY GRACE PRESTO, RPR, and 

25 t r a n s c r i b e d under her d i r e c t i o n . 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 1 4th ST., N.W,, 4th FLOOR / WASHINGTON, D . C , 20005 



213 

1 MR. MILLS: And s i n c e you assumed your 

2 c u r r e n t p o s i t i o n , have you r e f a m i l i a r • z e e d 

3 y o u r s e l v e s i n g e n e r a l w i t h t h e movement of c o a l 

4 v i a t h e Union P a c i f i c ? 

5 MR. KING: I n g e n e r a l , yes. 

6 MR. MILLS: Now, you i n d i c a t e d t h a t you 

7 assumed your c u r r e n t p o s i t i o n e a r l i e r t h i s month, 

8 which I b e l i e v e i s e a r l y Novem.ber of '95, i s t h a t 

9 c o r r e c t ? 

10 MR. KING: That's c o r r e c t . 

11 MR- MILLS: And you i n d i c a t e t h a t was 

12 as a r e s u l t of a r e o r g a n i z a t i o n m UP's o p e r a t i n g 

13 department. Did t h a t r e o r g a n i z a t i o n have 

14 a n y t h i n g t o do w i t h t he s e r v i c e p r lems t h a t 

15 were b e i n g encountered as a r e s u l t of the 

16 a s s i m i l a t i o n of the CNW? 

17 MR. KING: I t was one f a c t o r . 

18 MR. MILLS: R e f e r r i n g t o p a j e 60 of 

19 your v e r i f i e d s t a t e m e n t , i n s e p a r a t e t e s t i m o n y by 

20 Mr. King, t h e second p a r a g r a p h , about t w o - t h i r d s 

21 of the way down t h a t p a r a g r a p h , t h e r e i s a 

22 sentence t h a t reads, "We have r e o r g a n i z e d our 

23 o p e r a t i n g r e g i o n s , r ' t u r n i n g e x p e r i e n c e d CNW 

24 o f f i c e r s who had been r o t a t e d t o o t h e r p a r t s of 

25 the UP system t o CNW t e r r i t o r y . " 
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Can ycu f e l l us wren the CNW o f f i c e r s 

2 c r che s o - c a l l e d e x p e r i e n c e d CNW o f f i c e r s 

3 i n i t i a l l y j o i n e d the Union P a c i f i c ? 

4 MR. KING: You mean as t o when t h e 

5 merger --

e MR. MILLS: Yes. 

7 MR. KING: I don't r e c a l l t he exact 

8 date of the merger, I'm s o r r y . 

9 MR. MILLS: Would i t have been l a t e 

10 l a s t s p r i n g or l a t e l a s t summer? 

11 MR. KING: That sounds about r i g h t . 

MR. MILLS: And can you t e l l us, do you 

have p a r t i c u l a r i n d i v i d u a l s i n mind i n t h a t 

14 sentence, r e f e r r i n - - t o e x p e r i e n c e d CNW o f f i c e r s ? 

15 MR. KING: W e l l , t h e p r i m a r y p e rson 

16 would h'j J e f f Koch, K-o-c-h. 

17 MR. MILLS: And what was h i s p o s i t i o n 

18 w i t h t he CNW b e f o r e the merger was implemented, 

19 do you r e c a l l ? 

20 MR. KING: I t h i n k h i s t i t l e was v i c e 

21 p r e s i d e n t of t r a n s p o r t a t i o n . 

22 MR. MILLS: And he was based i n 

23 Chicago? 

24 MR. KING: Yes. 

MR. MILLS: And when he l e f t CNW and 25 
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50,000th Trainload of Powder River Basin Coal 

S i S J ^ t ^ ^ n j i b Dcconbcr. n » A ^ 

U August 16.19S4. wh« U,e fim «^nlo^ m-e i « « « > - U n i « ^ 
utility PrevicxaJy. cmly the Buriington Northan IUilro«l caned B«$m coaL 

W>u.e that .9*4 « « w« smalUUnionP«fie.hi.y«rwiU.hipti«ty J O O ^ t o ^ S h o f 
thnxagbout the Unued Stat«. TOa equals about 23 loaded coal t ia« 
opfnuion m 19M and i0.4 mins daily in 1989. 

-use of P c v ^ River B « n o-l ha. climbed dranutically due to low cost «,d - v j - ™ - ^ ^ 
Henry Mr». UPs vice president-eaensy- 'Sigmficwt efficiency unprovements by th-, nBlro:-« m recent yem n. 
this unprecedented growth." . ^ . , ^ ti7r-, ,«fhi. HladtTTuiaderMineonDecanber l3.Pullu^ 
•n,c 50,000th load WIS cried on 2CBTHS-13. a tnm thai lo«kd 112 * '*«^^, 'rL^ piyeoe Power ProjeB 
16,000 tons, 2CBTHS-13 begax its ! ̂ OOHmle nip to the Lower Colorado River Authonty/Clty of Austin. 1-ayeoe t-ower 

!i?2!s T J ^ t l ^ t o ^ ^ in the united States. Pcwder River Basin coai is P ^ ' ' ^ " " ^ 
J j S . ? t r c o a l ha, beccoc such au efficient fi«i. Union P«fic ships «to states as fcir away Geonp. 
TO keep up with incensing de»«KL bo* Bas.n mln»ds are exp«uling trzcJ. capacity. Portions of lines have been doublc-muict 
or tnpte-trscked. 
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BEFORE THE 

SURFACE TRANSPORTATION 3CARD 

Finance Docket No. 32760 

UNICN PACIFIC CORPORATION, UNION PACIFIC RAILROAD 

COMPANY AND MISSOURI PACIFIC RAILROAD CCMPANY 

- - CONTROL MERGER - -

SOUTHERN PACIFIC RAIL C0RP0RAT::CN , SOUTHERN 

PACIFIC TRANSPORTATION COMPANY, ST. LCUIS 

SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 

DENVER AND RIO GRANDS WESTERN RAILROAD COMPANY 

HIGHLY CONFIDENTIAL 

Washington, D.C. 

F r i d a y , February 9, 1996 

D e p o s i t i o n of R.B. (BRAD) KING and 

MICHAEL D. ONGERTH, wi t n e s s e s h e r e i n , c a l l e d f e r 

e x a m i n a t i o n by counsel f o r the P a r t i e s i n the 

above - e n t i t l e d m a t t e r , pursuant t o agreement, che 

w i t n e s s e s having been p r e v i o u s l y d u l y sworn, 

ta k e n a t the o f f i c e s of Covington & B u r l i n a , 1201 

P P " " I v a n i a Avenue, N.W., Washington, D.C, 

20044, at 9:10 a.m., F r i d a y , February 9, 1996, 

and t h e p r o c e e d i n : , b e i n g taken down by Stenotype 

by FERNITA R. FINKLEY and CRAIG KNOWLES and 

t r a n s c r i b e d under t h e i r d i r e c t i o n 

ALDERSON RF.POR.̂ ING COMPANT, INC. 
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- s e the Y 0 d e r . 

MR. . M i l l s = T h . . . - - . .e r o t loaded . r a . r . s 

would i n c r e a s e , would i c no t? 

MR. KING: Yes. 

MR. MILLS. Now, ,,o. m d i c a c e d e a r l i e r 

•- or you c o n f i r m e d cnat m lS9-i t::e Union 

P a c i f i c cr:gi.-aced about 56 r ^ i l l i c n tons m the 

= Powoer R i v . . sasi.:. i„ .^95 i t was about lOO 

m i l l i o n tons which r e p r e s e r - a -A -T, ̂  ^ ̂  • 
ci^icser-^ a .4 . m i l l i o n t o n 

*C i n c r e a s e ; i s thac cor; ,.0 

KING: Thac's c o r r e c t . 

"̂ ^̂  -̂̂ ^̂ S-- a f a i r averaae tons 

per t r a m f o r Powder R i v e r Basm t r a i n s oe about 

12,000 t ons ? 

MR. KING: A p p r o x i m a t e l y , yes. 

MR. MILLS: Do me a f a v o r and t e l l me 

rtan:- t r a m s , loaded t r a m s , 14 m i l l i o n tons 

would r e p r e s e n t based on an average of 12,000 

tons p e r t r a i n . 

2C 

21 

22 would -

'•'R. KING: A p p r o x i m a t e l y 1,166. 

MR. MILLS: Each c f those loaded t r a i n s 

would have an a s s o c i a t e d empty movement, 

23 c o r r e c t ? 

'̂̂  MR. KING: Yes. 

'^^^-S-- SO you have to double that 

ALDERSON REPORTING COMPANT INC 
, '202)289.2260 (SOO) FOR DEPO 
" 1 1 I'^th ST.. N.W., 4th FLOOR / WASHINGTON, D.C, 20005 
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1 r r 5 , f o r '/ a r 1 c u s reasons the Union ? a c . f i c a .n a 

CNW, c r i o r t o the r-.erger, exf,erienced servi.te 

crcblerr.s m r.auling Powder R i v e r Basm coal 

the Midwest? 

MR. KING: W e l l , i t would v a r y by 

cusu04ue.k . 

MR. y.'̂ .LLS : There w^rs c a t ^ i c i t y 

orcblems i n the "owder R i v e r Basm, were th e r e 

net, am.ong o t h e r t h i n g s ? 

MR. KING: There was some c a p a c i t y 

i s s u e s , yes. 

MR. MILLS: Yesterday i n response to a 

q u e s t i o n from Mr. Hut as t o whether the Southern 

P a c i f i c i s p r o v i d i n g q u a l i t y s e r v i c e t o i t s 

s h i p p e r s , Mr. Ongerth s t a t e d , as I r e c a l l -- t h i s 

i s not a d i r e c t quote, but I t h i n k i t ' s close 

5? i s not maasuring up t c the st a n d a r d s t h a t i t 

set f o r i t s e l f . 

Could :he same be s a i d f c : the Union 

P a c i f i c w i t h r e s p e c t t o i t s PRB c o a l s e r v i c e 

d u r i n g 1S94 and 1995? 

MR. KING: I t would v a r y a c c o r d m g to 

customer. There were oome customers we were not 

doing as w e l l as we would have l i k e d . There were 

some we were do ve r v w e l l w i t h . 

ALDERSON REPORTING COMPANT, INC. 
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•: I 



2 13 

MR. MILLS: So m scm.e i n s t a n c e s , t h a t 

2 statement c o u l d be ? a i d cf the Union P a c i f i c ' ^ 

3 c c a l s e r v i c e ? 

4 MR. KING: I n some i n s t a n c e s ? 

5 MR. MILLS: I ' d now l i k e t o t u r n t o one 

S l a s t .nighly c o n f i d e n t i a l document. I t mvc^ves 

7 c u e s t i c n i n g cf Mr. King, sc -.aybe we nt?-d to have 

8 Mr. Ongerth and Mr. Carey leave the room. 

3 I ' d l i k e t o have marked -- I ' d l i k e t o 

.0 have marked f o r i d e n t i f i c a t i o n as King-Ongerth 

.1 E x h i b i t 9 a two-page e x h i b i t b e a r i n g Bates 

.2 numbers KC37 - 000005 and KC37 - 000006, and 

.3 t h e y ' r e a h i a h l y c o n f i d e n t i a . d e s i g n a t i o n . And 

the f i r s t l i n e on the f i r s t page reads, quote. An 

A n a l y s i s of t h e 1995 O r i g i n a l Budget, paren, 

12-1-94, c l o s e paren, on Energy T r a f f i c . And 

17 I ' l l r e c r a s e n t f o r the r e c o r d t h a t t h i s docvmsnt 

16 was produced t o the Western Coai T r a f f i c League 

19 by the Union P a c i f i c d u r i n g d i s c o v e r y . 

-Q (King-Ongerth E x h i b i t No. 9 was 

2-_ marked f o r i d e n t i f i c a t i o n . ) 

MR. MILLS: I ' l l a l s o r e p r e s e n t f o r the 

r e c o r d t h a t a d d i t i o n a l pages over and above these 

were a l s o produced f o r d i f f e r e n t y e a r s , but t h i s 

document r e l a t e d t o '95 i s the o n l y one t h a t I 

14 

16 

22 

23 

24 

25 
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, 3̂ eu- V^ K i r . - c u e s t i c n s a b c u t . 

J — •« 

Mr. K i n g , ."-ave you eve r seen t.-.ese 

3 " 'T 'bers b e f o r e ? 

4 
MR. KING: I h a v e n ' t seen t h i s document 

b e f o r e . I ' v e p r o b a b l y seen some p i e c e s c f these 

-

numbers . 
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MR. MILLS: That's a l l I have on t h a t 

- x h i b i t . We can r e c a l l the e t h e r gentlemen. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. MILLS: Mr. Ongerth, I ' d l i k e t o 

r e f e r you t o page 85 of your v e r i f i e d s t a t e m e n t , 

s p e c i f i c a l l y t he bottom p a r a g r a p h cn t h a t page, 

number 2, e n t i t l e d E l i m i n a t i n g Cross-Hauls. The 

back-haul or t r i a n g u l a t i o n movement we mentioned 

e a r l i e r i n v o l v i n g Geneva S t e e l would be a means 

of e l i m i n a t i n g c r r e d u c i n g c r o s s - h a u l s , c o r r e c t ? 
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S-year Coal Plan 
1996 - 2000 13-Jul'95 

YEAR TONS CARS TRA/NS 

1996 43436,840 421.414 4.750 

1M7 46965.082 456,946 4,863 

1998 47 886.578 466.728 4,954 
Change ntnu* prevtous raw... 
Change mta 1999... 

5.025 1999 48 556,457 474.511 
C/ianpt vwsus pnvioux yvar.. 
C/ian^t vwxus f tM... 

2000 50.196,476 490.159 
Cftan0t w s u s pr*vio-<s yvar.. 
C/>an0'̂  t'vxus f MC... 

j - , / - • —f>r 

5,170 

Chang* from prvvious year 

TONS CARS TRAINS 

921,496 
4,449,738 

769,879 
5,219,617 

1 540,019 
6,759,636 

3.528.242 35.532 113 

9.782 
45,314 

7.783 
53,057 

15,548 
68,745 

91 
204 

71 
275 

145 
420 

MC65-O0OOO' 
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Finance Docket Mo. 2276C 

UKICN PACIFIC CORPORATION, UNION PACIFIC RAILRCA2 

COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

CONTROL MERGER --

SOUTHERN PACIFIC RAIL CORPORATION. SOUTHERN 

PACIFIC TRANSPORTATION COMPANY, ST. LOUIS 

SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 

DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

HIGHLY CONFIDENTIAL 

Washington, D.C. 

Tuesday, February 13. 1996 

D e p o s i t i o n of RICHARD G. SHARP, a 

wi-ness h e r e i n , c a l l e d f o r e x a m i n a t i o n by counsel 

f o r t he P a r t i e s m the a b o v e - e n t i t 1 e d matcer, 

pursuant t o agreement, che w i t n e s s b e i n g duly 

sworn by JAN A. WILLIAMS, RPR, a Notary Public m 

and f o r the D i s t r i c t of Columbia, t a k e n at the 

o f f i c e s of C o v i n g t o n & Bur. 1201 Pennsy Iva.-.ia 

2 0 0 4 4, at Avenue, N.W., Washington, D.C. 

i::05 a.m., Tuesday, February 13, 1996, and ihe 

o r c c e e d i n g s b e i n g taken down by Stenocype t y JAN 

A. WILLIAM.^, RPR, and t r a n s c r i b e d under her 

d i r e c t i o n . 
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• 1 3 5 

1 m a j o r i t y cf cases. And I r e g r e t m r e t r o s p e c t 

2 che:t we d i d -..ou acknowledge t h a t rr.ore 

3 a g g r a s s i v e i y when I t e s t i f i e d on b e h a l f of 

4 Houston L i g h t i n g & Power and Southwest P u b l i c 

5 Service m the B u r l m g t o n N o r t h e r n / S a n t a Fe 

6 me r g e r . 

7 But, t h e r e are c o n d i t i o n s i n which the 

8 c::e lump t h e o r y does not a p p l y and f o r e c l o s u r e 

9 ca.". be a major concern. So, i n the m a j o r i t v of 

10 cases, the answer i s yes. But i n some cases t h e 

11 answer i s no. I have s p e c i f i c reasons why I 

12 t h i n k so. I f we want t o t a l k about those a f t e r 

13 the break, I ' l l be happy t o do so. 

14 MR. LIVINGSTON: A l l r i g h t . W i th t h a t 

15 why don't we go o f f che r e c o r d . 

1 16 (Recess) 

-7 MR. McBRIDE: Back on the r e c o r d . 

18 BY MR. McBRIDE: 

IS Q. You were about t o t e l l us what you 

21 thought vas wrong wich the one lump t h e c r y , 

21 Mr. Sharp. 

22 A. What I i n d i c a t e d was I b e l i e v e the one 

23 lump t h e o r y a p p l i e d i n most c i r c u m s t a n c e s , but 

24 t h a t f o r e c l o s u r e which i s e s s e n t i a l l y r u l e d out 

25 under t h e one lump t h e o r y i s p o s s i b l e i n a 
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1 d e f i n e d set cf. c i r c u m s t a n c e s . And I see t h e r e as 

Z being l : a L ; i c j l l y f i v e c c n u i Liens f o r f o r e c l o s u r e 

3 cc be a r e r i o u ? ccn'~err. 

4 F i r s t i s , and I t h i n k i t ' s q u i t e 

5 obvious but o f t e n noc s t a t e d , t h e r e must be 

S d i r e c t a c t u a l c o m p e t i t i o n f o r the movement t h a t 

7 i s at is.'^ue. I f c o m p e t i t i o n does noc e x i s c , 

S chere can be no f o r e c l o s u r e of c o m p e t i t i o n . So 

9 f i r s t you must show chat chere i s indeed 

10 o r i g i n , ' c a r r i e r -competition. 

I 11 Second and I t h i n k e q u a l l y as 

12 i m p o r t a n t , t.he e x c l u s i v e t e r m i n a t i n g c a r r i e r must 

13 be i n a p o s i t i o n of market dominance w i t h r e s p e c t 

14 t o the r e c e i v e r . I f chere i s g e o g r a p h i c 

15 c o m p e t i t i o n or p r o d u c t c o m p e t i t i o n t h a t i s 

l o e f f e c t i v e , e x c l u s i v e t e r m i n a t i o n i s n o t 

17 car.camount t o market power. So ycu must a l s o 

18 have t h a t c o n d i t i o n . 

LS? T h i r d l y and a l s o q u i t e i m p o r t a n t , t h e 

7.0 t e r m i n a t i n g c a r r i e r must i t s e l f not be a major 

21 dource cf the c r o d u c t which i s b e i n g d e l i v e r e d . 

22 I n o t h e r words, i f i t ' s c o a l , i f the t e r m i n a t i n g 

23 c a r r i e r i s i t s e l f a source of a s u i t a b l e c o a l f o r 

24 t h a t f a c i l i t y , then the p o s s i b i l i t y of 

25 f c r e c l c s u r e a l r e a d y e x i s t s i n the a f f i l i a t i o n and 

J 
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1 tbe a f f i l i a t i o n w i t h another c a r r i e r w i l l net 

2 a f f e 1 r h.-. t . 

i F o u r t h , and r h i s i s I t h i n k the :.ssue 

•4 t h a t has been most d i f f i c u l t t o communicate m an 

5 e f f e c t i v e way b e f o r e the r e g u l a t o r y body, while 

6 the t e r m i n a t i n g c a r r i e r i s i n a p o s i t i o n cf 

7 market dominance wicn r e s p e c t t o the d e s t i n a t i o n , 

e i c must not be m a p o s i t i o n of market dominance, 

9 i f you w i l l , w i t h r e s p e c t t o the c a r r i e r s thac 

10 p r o v i d e i t t h e bu s i n e s s ; t h a t i s , t he t e r m i n a t i n g 

11 c a r r i e r must be dependent on t h e o r i g i n a t i n g 

12 c a r r i e r s t o g i v e i t t r a f f i c , here c o a l t r a f f i c , 

13 b o t h t o t h e f a c i l i t y i n q u e s t i o n and t o ot h e r 

14 d e s t i n a t i o n s where the c e r m i n a t i n g c a r r i e r may 

15 nec be i n a p o s i t i o n of e x c l u s i v i t y . 

16 I f t h a t i s the case, then the 

17 t e r m i n a t i n g c a r r i e r may f e e l t h a t i t i s unable to 

18 abuse i t s market p o s i t i o n i f i t hopes t o r e t a i n 

li? the i n t e r i i n e t r a f f i c r e c e i v e d from the 

20 c r : g i n a t i n g c a r r i e r s . And t h a t c o n s t r a i n t 

21 p r e v e n t s i t from e x e r c i s i n g i t s market power at 

22 d e s t i n a t i o n . 

23 And then f i n a l l y t he a f f i l i a t i o n i n 

24 q u e s t i o n must s u b s t a n t i a l l y change the s i t u a t i o n 

25 so chat t h e t e r m i n a t i n g c a r r i e r i s no longer 

ALDERSON REPORTING COMPANY, INC. 
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1 c o n s t r a i n e d t o not abuse i t s p o s i t i o n c t t.he 

2 IT;£• r i a r 1 , ^or '.:::aiarle, i f we re c a l k i . i g about 

3 coax, i f rhe cnal o r i g m a r o r has a l o c cf 

4 c a p a c i c y , i n c c n c i v e co make i s e c f Chac capa c i c y 

5 by d i v e r c i n g t r a f f i c from, che nonmf.rgmg c a r r i e r 

6 cc i t s cwn l i n e s , s i t u a t i o n ron.= c r =i i n t s chat were 

7 p r e v i o u s l y imposed by the t e r m i n a t r n g c,-.rrier's 

3 p o s i t i o n of nonmarket domir.ance w i t h r e s p e c t co 

9 the c r a f f i c -C r e c e i v e s may be undermined and a 

10 f r r e c l o s u r e s i c u a c i o n c r e a t e d . 

11 Now, t o be ver y c l e a r on my ^ . o s i t i o n on 

12 t h i 3, i n the B u r l m g t o n N o r t h e r n / S a n t a Fo 

13 p r o c e e d i n g , I f e l t , one, t h e r e was d i r e c t 

14 h--:aa - CO - hoad c o m p e t i t i j n amvTng the o r i g i n 

15 c a r r i e r s , the c o a l a t i s s u e was Powder Riv^er c o a l 

16 or: c:Lnac ..iiy H u r l i n g t o n N o r t h e r n and on WRPI 

17 I::G t h e c a r r i e r s were c l e a r l v v i g o r o u s l y engaged 

18 i n c o m p e t i t i o n f o r t h e movements and engaged i n 

12 c c m p e c i t i v e b i d d i n g f o r the s p e c i f i r t r a f f i c at 

20 i-rsue. So t h e r e was c a r r i e r co mp e t i t i o n . 

21 Secondly, Santa Fe f o r t h e t r a f f i c at 

22 i s s u e , ai- the u t i l i t y spokesman t e s t i f i e d , was 

23 not a pro.spective o r i g i n a t o r of lew Btu c o a l 

24 wnich i s what those f a c i l i t i e s were de.-igned to 

25 us«t. Santa Fe, h i g h Btu coal was n o t c o n s i d e r e d 
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to be an c p t i c n . Moreover, and t h i s get. s cc 

co:.-.t Nc . 2. Snnta Fe vac h i g h l y dependent cn 

CO?.i r r a r r i c r e c e i v e d from both B u r l i n g c c n 

Norchern and from WRPI-UP. Two-chirds c f Sanca 

Fe's c o a l c r a f f i c i s r e c e i v e d c o a l c r a f f i c . Most 

of chac from B u r l i n g r o n Norchern and Union 

P a c i f i c . 

So f i n a l l y would che merger change 

anyching. I f e l c chac as by f a r che predominant 

o r i g i n a t o r of c o a l i n the West, e i t h e r j o i n t l y 

served or e x c l u s i v e , even l o o k i n g p u r e l y at the 

e x c l u s i v e c . i g i n c o a l , uhat B u r l i n g t o n N o r t h e r n 

had the c a p a c i t y and the i n c e n t i v e t o d i v e r t 

c r a f f i c from che nonmergmg company, m t h i s case 

.'JRPI-UP, t o i t s own l i n e s . So t h a t a l l f i v e 

c c n d i t i o n s t h a t I f e e l are nec(:ssary f e r 

f o r e c l o s u r e t o be a concern were f u l f i l l e d . 

W i t h t h e p r e s e n t merger, I do not see 

those same c o n d i t i o n s b e i n g f u l f i l l e d . F i r s t of 

a l l , t o ?? d e s t i n a t i o n s , t i i e r e i s l i t t l e = x i s t i . . g 

c o m p e t i t i o n f o r Powder R i v e r c o a l . So the issue 

of IS t h e r e a c t i v e c o m p e t i t i o n now i s i n 

q u e s t i o n . 

Secondly, i s the t e r m i n a t i n g c a r r i e r i n 

a p o s i t i o n of market dominance wich r e s p e c t tc 
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14 0 

1 f a c i l i t i e s . W e l l , i n the Santa Fe case, the two 

Z s p e c i f i 7 f a c i l i c i - i s ve \:ere c a l k i n g about .vera 

3 h i g h l y cierendeiir. cn chose p a r t i c u l a r p lanes, che 

4 planes o c c u p i e d a -'ery prom.inenc p l a c e i n c h e i r 

.= syscem, bocL u t i l i t i e s were not a f f i l i a t e d w i t h a 

5 h o l d i n g company t h a t had a l o t of a d d i t i o n a l 

V f a c i l i t i e s . 

8 And they were ve r y dependent on the 

9 p a r t i c u l a r t r a f f i c at i s s u e . They were committed 

10 to the Powot-r R i v e r . O b v i o u s l y t r u c k i n g was not 

11 f e a s i b l e f o r the Powder R i v e r so t h e r e was a r a i l 

12 dependence, a dependence on p a r t i c u l a r o r i g i n s , a 

13 dependence on p a r t i c u l a r f a c i l i t i e s , a 

14 s u b s t a n t i a l case t h a t t h e i r o p t i o n s were p r e t t y 

15 l i m . i t e d . 

1 o .In t h e case of u t i l i t i e s served by 

17 Soucne.n P a c i f i c , you have t o exa.Tiine them on a 

18 one-on-one b a s i s , you know, which u t i l i t i e s have 

19 broader o p c i o n s . But many of the u t i l i t y systems 

20 t h a t we ?re t a l k i n g about t h a t are served by SP 

21 are p a r t s of l a r g e companies w i t h m u l t i p l e 

22 f a c i l i t i e s and so f o r t h . So t h t dependence cn 

23 the f a c i l i t i e s i s not as g r e a t . 

24 Southern P a c i f i c i« rCw a c a r r i e r t h a t 

25 i s h i g h l y dependent on i t s i n t e r l i n e t r a f f i c as 

IJ ALDERSON REPORTING COMPANY, INC. 
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14 1 

1 Santa Fe was. .^bcut 10 p e r c e n t of Southern 

1 " f . c i i i c ' c . c a i c r a f f i c ..s i n u e r l m e r e c e i v e d from 

* EN, f r o m UP, or cchers. I t ' s v e r y , verv e m a i l . 

4 So t h a t c o n s t r a i n t which I t h i n k r e a l l y i s the 

2 key element on tha one lump t h e o r y not h o l d i n g , 

6 thac c o n s t r a i n t v.'hich I f e l t was t h e r e f o r che 

Sanr.a Fe J .-̂ on'u f h i n k i s cher e , a t l e a s t not 

: n e a r l y as s t r o n g l y , f o r t h e Sou'ihern P a c i f i c 

5 because i t ' s s i m p l y not t.hac dependent on 

IC i n t e r l i n e r e c e i v e d t r a f f i c . 

11 And does the same s i t u a t i o n e x i s c w i t h 

12 r e s p e c t co the c a p a c i t y and d e s i r e of the 

13 a c q u i r i n g company t o d i v e r t t h e c o a l t o i t s own 

14 l i n e s ? W e l l , I t h i n k n ot because a g a i n Union 

15 P a c i f i c does not have t h a t l a r g e amount of 

IS exc l_u_s 1 ve a c c e s s . t o. c o a l r e s o u r c e s t o which i t 

l ' . " c c u l d d e v o t e t r a f f i c , i t s i m p l y does not e x i s c . 

IS For a l l the Powder R i v e r o r i g i n s , BN 

I r remains an a l t e r n a t i v e . The Southern Wyoming 

Z: rcv.ff o r i g i n a t e d by UP has b a s i c a l l y f a i l e d i n 

21 the m.arketp 1 ace . Again y o u ' r e t a l k i n g about 

5 i 
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r.rceive Southern P a c i f i c r j a l . We're t a l k i n a 

4 

6 

/ 

e 

9 

10 

11 

12 

13 

I t 

15 

16 

18 

21 

22 

25 

So, f o r a l i of those reasons I saw the 

one lump t h e o r y as not h o l d i n g i n t h e B u r l i n g t o n 

Ncrchfern/Sanca Fe a f f i l i a c i c n -- I'm s o r r y . Yes, 

I see t h e one li'mp cheory as not h o l d i n g i n t h a t 

s i c u a t i o n anc as f o r ec 1 o.«̂u r e b e i n g a r e a l 

problem. And I do .noc see chac co be crue i n 

chis a f f i l i a c i c n . So cnac's I c h i n k a cou.plece 

e x p l a n a c i o n of my p o s i c i o n on che one lump cheory 

and f o r e c l o s u r e . 

Q. Thank you. I heard a chread near che 

end of chat answer chat I t h i n k I hea r d e a r l i e r 

and I j u s t wane co see i f I'm h e a r i n g che chread 

c o r r e c t l y , and i s t h a t t h a t you b e l i e v e or 

perhaps t h e a p p l i c a n t s b e l i e v e , and you know 

t h e i r p o s i t i o n , t h a : , i f chere i s a u t i l i c y or 

ocher c o a l consumer who f e e l s chat i t s 

c o m p e t i t i v e o p t i o n s are b e i n g reduced as a r e s u l c 

of the merger, t h a t che apprcprr.nce remedy i s f o r 

chac u t i l i t y t o come f o r w a r d f o r i n d i v i d u a l 

r e l i e f b e f o r e the board r a t h e r than f o r the 

merger t o be e f f e c t e d to p r o t e c t t h a t s h i p p e r ? 

A. I can ' t speak f o r t h e merging companies 

on t h a t . I have no idea what t h e i r p o s i t i o n 
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i n f o r m a t i o n 

MR. HUT: So you can't say whether t h e 

s e r v i c e i s good c r not i n y o u r judgment, i s t h a t 

c o r r e c t . 

MR. ONGERTH: Not a t t h i s p o i n t i n 

t ime . 

MR. HU:: Has SP p r o v i d e d or does i t 

cu r r e n t l : ^ ' p r o v i d e , i n your view, h i g h l y 

c o m p e t i t i v e p r i c e s t o c h e m i c a l s h i p p e r s i n the 

Gulf Coast region? 

MR. ONGERTH: I do n ' t iiave t h a t 

i n f o r m a t i o n . 

MR. HUT: You're n o t a b l e t o say one 

way o r the ot h e r ? 

MR. ONGERTH: Not a b l e t o say. 

MR. HUT: Mr. K i n g , l e t me su p p l y t o 

you a l s o what I b e l i e v e t o be a copy of yc u r 

v e r i f i e d s t atement and d i r e c t you, i f I can, t o 

paae 60 where you d i s c u s s , among o t h e r t h i n g s , 

problems w i t h q u a l i c y o:: s e r v i c e p r o v i d e d by UP 

f c l l o w i n g the CNW merger. Can you d e s c r i b . t he 

problems you i d e n t i f i e d t h e r e i n more d e t a i l ? 

MR. KING: T a l k i n g about the f i r s t 

paragraph? 

MR. HUT: The f i r s t and, t o the e x t e n t 
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1 i t bears, t h e second, yes, s i r . 

2 MR. KING: I'm s o r r y , c o u l d you repeat 

3 the q u e s t i o n , please? 

4 

8 

9 

MR. HUT: Sure. Could yoa d e s c r i b e the 

5 problems t h a t you're r e f e r r i n g t o here i n 

6 somewhat g r e a t e r d e t a i l than as set out i n the 

7 statement? 

MR. KING: When we absorbed the CNW, as 

we t a l k e d about, t h a t we e n t e r e d i n some s e r v i c e 

10 problems and some of them had t o do w i t h 

11 c..e - we u n d e r e s t i m a t e d the amount of g r a i n as 

12 we opened up new markets f o r the Iowa g r a i n , the 

13 consumption f o r re s o u r c e s :uch as manpower and 

14 l o c o m o t i v e F and, as a r e s u l t , we were s h o r t of 

15 b o t h manpower and of l o c o m o t i v e s . And t h a t then 

16 spread as we t r i e d t o respond t o i t w i t h 

17 l o c o m o t i v e s and caused us s e r v i c e problems. 

18 

20 

As s t a t e d i n here, we went out and 

19 leased l a r g e numbers of locc.notives as w e l l as 

p u r c h a s i n g l o c o m o t i v e s t o respond t o t h a t And 

21 as t h i s t i m e , the CNW s e r v i c e i s much improved. 

22 MR. HUT: Are you s t i l l i n the process 

23 of c a k i n g sceps co c r y t o improve i t f u r t h e r ? 

24 MR. KING: We're always i n those 

I 25 s t e p s . Any r a i l r o a d i s always i n the steps cf 
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' \ 1 t r y i n g t o improve t h e i r s e r v i c e , b u t the s e r v i c e 

2 i s back t o l e v e l s t h a t are a c c e p t a b l e . 

3 MR. HUT: Did y-u u n d e r t a k e any 

4 a n a l y s i s f o l l o w i n g t h i s CNW merger t o determine 

5 whether the c o s t savings and e f f i c i e n c i e s 

6 p r o j e c t e d f o r t h a t a c q u i s i t i o n have been r e a l i z e d 

7 i n o p e r a t i o n ? 

8 MR. KING: No. I haven't. 

9 MR. HUT: Has anyoody at t h e Union 

10 P a c i f i r t o d a t e , t o your knowledge? 

11 MR. KING: I don't know. 

12 MR. HUT: Did anybody or has anybody 

^ 13 unde r t a k e n any st u d y whether the number of jobs 

14 t h a t t h e CNW a c q u i s i t i o n was t h o u g h t t o e l i m i n a t e 

15 has i n f a c t been r e a l i z e d i n p r a c t i c e ? 

1̂  16 MR. KING: I don't know. 

17 MR. HUT: You have not? 

18 MR. KING: No. 

19 MR. HUT: Let me ask a couple questions 

20 of you, Mr. King, c o n c e r n i n g your r o l e i n 

21 d e v e l o p i n g t h e o p e r a t i n g p l a n . At the time che 

22 o p e r a t i n g p l a n was b e i n g developed, d i d you have 

I 23 any d i s c u s s i o n s w i t h any s h i p p e r s about i t , about 

24 the plan as i t would r e f l e c t postmerger operation? 

:j 25 MR. KING: No. 
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J 

MR. HUT: When I say you here, I hope 

the c o n t e x t i n d i c a t e s t h i s , I mean you or anybody 

ac the Union P a c i f i c R a i l r o a d abouc whom you 

knew . 

MR. KING: Not t h a t I'm aware o f . 

MR. HUT: How about you, Mr. Ongerth? 

MR. ONGERTH: I had a few, p e r s o n a l l y . 

MR. HUT: T e l l me what d i s c u s s i o n s you 

had . 

MR. ONGERTH: D i s c u s s i o n s l a r g e l y w i t h 

s h i p p e r s i n the P a c i f i c N o r t h w e s t . 

MR. HUT: Any Other r e g i o n s ? 

MR. ONGERTH: Not w i t h s h i p p e r s . 

MR. HUT: Do you t o j u s t i d e n t i f y f o r 

the r e c o r d t h e s h i p p e r s i n t h e n o r t h w e s t w i t h 

whom you had the d i s c u s s i o n s t o which you j u s t 

made r e f e r e n c e ? 

MR. ONGERTH: Roseburg Lumber, 

W i l l a m e t t e I n d u s t r i e s , Port of Coos Bay, which i s 

not a c t u a l l y a shippe:' and, on r e f l e c t i o n , w i t h 

the Pore of Oakland. Again, not a c t u a l l y a 

s h i p p e r . 
MR. HUT: Any o t h e r s ? 

MR. ONGERTH: C o n v e r s a t i o n s w i t h some 

s h o r t l i n e s , which again are not s h i p p e r s . 
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1 MR. MILLS: Let me r e i n t r o d u c e myself. 

2 I'm C h r i s M i l l s w i t h S l o v e r & L o f t u s . And as you 

3 may r e c a l l from the i n t r o d u c t i o n s a t t h s 

4 b e g i n n i n g of t h e day, my c l i e n t s are i n t e r e s t e d 

5 p r i m a r i l y i n c o a l , the e f f e c t of the merger cn 

6 c o a l t r a n s p o r t a t i o n . I w i l l a l s o t r y t o f o l l o w 

7 the ground r u l e s l a i d down by Mr. Hut and 

8 Mr. Hemmer. Most of my q u e s t i o n s w i l l be 

9 d i r e c t e d t o Mr. King but I may ask the wrong 

10 q u e s t i o n . Mr. King, a g a i n , i f you want t o defer 

11 i c eo Mr. Ongerth, t h a t ' s f i n e . I w i l l have some 

12 '^-lestions f o r Mr. Ongerth as w e l l . 

13 F i r s t , I would l i k e t o ask Mr. King 

14 some q u e s t i o n s about h i s background. R e f e r r i n g 

15 t o pages 5 and 6 of h i s t e s t i m o n y . I s i t f a i r to 

16 say, Mr. Ki n g , t h a t over t h e p a s t decade, you 

17 have f a m i l i a r i z e d y o u r s e l f w i t h the movement cf 

18 Powder R i v e r B a s i n c o a l t o v a r i o u s e l e c t r i c 

19 u t i l i t y power p l a n t s ? 

20 MR. KING: Yes, except f o r the p e r i o d 

21 of J u l y -- m i d d l e of J u l y '93 u n t i l November 1, 

22 '95 when I was on a r i s k management j o b . 

23 MR. MILLS: Was t h a t a l s o i n the 

24 o p e r a t i n g department? 

25 MR. KING: Yes. 
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1 MR. MILLS: And s i n c e you assumed your 

2 c u r r e n t p o s i t i c n , have you r e f a m i 1 i a r i z e e d 

3 y o u r s e l v e s i n g e n e r a l w i t h t h e movement cf coal 

4 v i a the Union P a c i f i c ? 

5 MR. KING: I n g e n e r a l , yes. 

6 MR. MILLS: Now, you i n d i c a t e d t h a t you 

7 assumed your c u r r e n t p o s i t i o n e a r l i e r t h i s month, 

8 which I b e l i e v e i s e a r l y November of '95, i s t h a t 

9 c o r r e c t ? 

10 MR. KING: That's c o r r e c t . 

11 MR. MILLS: And you i n d i c a t e t h a t was 

12 as a r e s u l t c f a r e o r g a n i z a t i o n i n UP's o p e r a t i n g 

13 department. Did t h a t r e o r g a n i z a t i o n have 

14 a n y t h i n g t o do w i t h the s e r v i c e problems t h a t 

15 were b e i n g encountered as a r e s u l t of t l • 

16 a s s i m i l a t i o n of the CNW? 

17 MR. KING: I t was one f a c t o r . 

18 MR. MILLS: R e f e r r i n g t o page 60 of 

19 your v e r i f i e d s t a tement, i n s e p a r a t e t e s t i m o n y by 

20 Mr. King, the second p a r a g r a p h , about t w o - t h i r d s 

21 of the way down t h a t paragraph, chere i s a 

22 sentence t h a t reads, "We have r e o r g a n i z e d our 

23 o p e r a t i n g r e g i o n s , r e t u r n i n g e x p e r i e n c e d CNW 

24 o f f i c e r s who had been r o t a t e d t o o t h e r p a r t s of 

25 the UP system t o CNW t e r r i t o r y . " 
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1 Can you t e l l us when t ^ J CNW o f f i c e r s 

2 or the s o - c a l l e d e x p e r i e n c e d CNW o f f i c e r s 

3 i n i t i a l l y j o i n e d the Union P a c i f i c ? 

4 MR. KING: You mean as t o when che 

5 merger - -

6 MR. MILLS: Yes. 

7 MR. KING: I don'c r e c a l l Che exace 

8 dace of t h e merger, I'm s o r r y . 

9 MR. MILLS: Would i t have been l a t e 

10 l a s t s p r i n g or l a t e l a s t sum.mer? 

11 .MR. KING: That sounds about r i g h t . 

12 MR. MILLS: And can you t e l l us. do you 

13 have p a r t i c u l a r i n d i v i d u a l s i n mind i n t h a t 

14 sentence, r e f e r r i n g t o e x p e r i e n c e d CNW o f f i c e r s ? 

15 MR. KING: W e l l , t h e p r i m a r y person 

16 would be J e f f Koch, K-o-c-h. 

17 MR. MILLS: And what was h i s p o s i t i o n 

18 w i t h t h e CNW b e f o r e the merger was implemented, 

19 do you r e c a l l ? 

20 MR. KING: I t h i n k h i s t i t l e was v i c e 

21 p r e s i d e n t of t r a n s p o r t a t i o n . 

22 MR. MILLS: And he was based i n 

23 Chicago? 

24 MR. KING: Yes. 

25 MR. MILLS: And when he l e f t CNW and 
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j o i n e d Union P a c i f i c , wheie -a.- he assigned. 

MR. KING: He was ass i g n e d as general 

manager of the wes t e r n r e g i o n . 

MR. MILLS: And was he t h e i n d i v i d u a l 

whc was r o t a t e d back t o CNW t e r r i t o r y ? 

MR. KING: Yes. 

MR. MILLS: And when d i d t h a t occur? 

MR. KING: I t V. about t h e middle or 

latEi November . 

MR. MILLS: 1 would l i k e t o ask 

Mr. Ongerth. ar ? you f r ^ m i l i a r i n g e n e r a l wil-h the 

movement of c o a l from o r i g i n s i n Colorado and 

Utah s e r v e d by the Southern P a c i f i c ? 

MR. ONGERTH: I n a g e n e r a l way, yes. 

MR. MILLS. Let me ask Mr. King again. 

I c h i n k Mr. Hut asked you 6, couple of questions 

aboue t h e s e c t i o n b e g i n n i n g on page 6 of the 

v e r i f i e d s t a t e m e n t , moving over t o page 7, 

e n t i t l e d The UP/SP Merger from an O p e r a t i n g 

.?erspect i v e . And th e f i r s t sentence s t a r t s out 

i n t h a t s e c t i o n , " H i s t o r i c a l l y and p h y s i c a l l y , 

major I and SP r o u t e s were c r e a t e d t c wcrk 

t o g e t h e r . " I s t h a t c o r r e c ? 

MR KING: Yes 

.Al.. M .LI.S : And tu e n , t h e second 
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1 Colorado and Utah t h a t may occur i n rhe next : i " - ' 

2 y e a r s . 

3 MR. HEMMER: Obj e c t t o th e e x t e n t thac 

4 c a l l s f o r , what I might c a l l r e g u l a t o r y 

5 c o n c l u s i o n . But i n any event, go ahead. 

6 MR. KING: W e l l , on the Powder River 

7 Basin, t h e i r t r a i n s are i n t h e d e n s i t y as f a r as 

8 grow t h and I'm not aware of any grow t h i n t h e r e . 

9 On the SP o r i g i n s , I'm not aware of any growth i : 

10 t h e r e except when we lo o k e d a t the KP and t h i n g s 

11 l i k e t h a t , those t r a i n s were t a k e n i n t o 

12 c o n s i d e r a t i o n but I don't know of any growth 

13 pi'O j e c t i o n s . 

14 MR. MILLS: There has been a 

15 s i g n i f i c a n t g r o w t h i n r e c e n t years i n the Powder 

16 R i v e r Basin c o a l t r a f f i c o r i g i n a t e d by the Unicn 

17 P a c i f i c , has t h e r e not? 

18 MR. KING: Yes, t h e r e has. 

19 MR. MILLS: I'm g o i n g t o r e f e r t o a 

20 h i g h l y c o n f i d e n t i a l e x h i b i t . 

21 MR. HEMMER: Which r a i l r o a d ? 

22 MR. MILLS: Union P a c i f i c . 

23 MR. HEMMER: Mr. Ongerth, do you want 

24 t o excuse y o u r s e l f f o r a moment? 

25 (.'Messrs. Ongerth and Carey e x i t 
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- =; 

1 d e t o s i t i o n room.) 

2 ( D i s c u s s i o n o f f the r e c o r d . ) 

MR. HEMMER: I have agreed t o make a 

statement r e g a r d i n g the n a t u r e of t h e 

a p p l i c a t i o n , which i s i d e n t i c a l t o a p p l i c a t i o n s 

f i l e d i n a l l o t h e r merger p r o c e e d i n g s i n the l a s t 

7 15 years or so. 

8 The a p p l i c a t i o n i s i n t e n d e d t o i s o l a t e 

and i d e n t i f y t h e e f f e c t s of a UP/SP combination. 

I t IS i n t e n d e d t o i d e n t i f y t he e f f e c t s on 

t r a f f i c , t h a t i s , by extended h a l l s , on the 

development of new m a r k e t i n g o p p o r t u n i t i e s , which 

may r e s u l t i n t h e c r e a t i o n of new r a i l t r a f f i c , 

and the development of i n t e r m o d a l d i v e r s i o n s , a l l 

15 of which g e n e r a t e d new t r a f f i c f o r UP/SP system. 

16 i n c h i s case, i t has an a d d i t i o n a l f e a t u r e , which 

i s t h a t i t l o o k s at the l o s s of about a h a l f a 

b i l l i o n d o l l a r s of BN/Santa Fe t r a f f i c a ssociated 

w i t h the s e t t l e m e n t agreement. 

A l l of t h a t , however, focuses on 

9 

10 

11 

12 

13 

14 

17 

18 

19 

20 

21 a 

22 

- i s i n t e n d e d to look a t t h e e f f e c t s of the 

merger i n i s o l a t i o n . No a t t e m p t was made, and ve 

23 understand t h a t commission r e g u l a t i o n s d i d not 

24 contemplate, b u t no attempt was made t o look ac 

25 fucure changes i n c r a f f i c of any k i n d , i n c l u d i n g 
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1 i n c r e a s e s i n Powder R i v e r Basin c o a l t r a f f i c , 

2 Colorado and Utah c o a l t r - ^ f f i c , lumber t r a f f i c , 

3 i n t e r m o d a l t r a f f i c , steamship t r a f f i c or any 

4 ocher t y p e , nor was any a t t e m p t made t o loo k at 

5 the types c f c a p a c i t y improvements, changes i n 

6 o p e r a t i o n s and new o p e r a t i n g p a t t e r n s t h a t would 

7 be expected t o ba a s s o c i a t e d w i t h a l l of those 

8 f u t u r e changes, which, f r a n k l y , we hope w i l l 

9 occur. 

10 A l l we were t r y i n g t o dc here, and as 

11 we u n d e r s t a n d i t , a l l the Commission's 

12 r e g u l a t i o n s c o n t e m p l a t e i s l o o k i n g a t the e f f e c t s 

13 of th e UP/SP merger i n i s o l a t i o n based on a set 

14 of base year t r a f f i c s t a t i s t i c s . I f my 

15 c o l l e a g u e s f r o m the Southern P a c i f i c have any 

16 o t h e r p e r s p e c t i v e s or supplements, I would Le 

17 d e l i g h t e d t o have them add them. 

18 MR. NORTON: No, I t h i n k t he p o i n t to 

19 make t o be c l e a r i s t h a t thv. u n i v e r s e i s governed 

20 by the 1994 t r a f f i c . 

21 MR. HEMMER: That's r i g h t . 

22 MR. NORTON: And how i t would be 

23 r e d i s t r i b u t e d under the changes. 

24 MR. MILLS: So changes i n a r o u t i n g , 

25 f o r example, t h a t a r i s e because of the merger 
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would be c o n s i d e r e d , would t h a t be c o r r e c t ' 

MR. HEMMER: Because c f the m.ercer 

yes 

: ac t o r s ' 

MR. MILLS: But not due t o extranecus 

MR. HEMMER: That's r i g h t . So. f o r 

example, i f i t o c c u r r e d out i n the r e a l w c r l d 

t h a t a v a s t new coal scene were t o be found .n 

western Colorado and t h a t r e q u i r e d an e n t i r e l y 

d i f f e r e n t way t o approach r a i l o p e r a t i o n s t r 

t r a n s p o r t t h a t c o a l , chat's not c o n s i d e r e d here 

MR. MILLS: That w i l l s h o r t e n my 

q u e s t i o n i n g t o some e x t e n t . Thank you. 

MR. HEMMER: Thank you. 

MR. MILLS: Mr. King, l e t me ask y:_ 

c h i s . 

MR. NORTON 

come back in? 

MR. MILLS: Yes. 

'Messrs. Ongerth and Carey r e e n t e r 

d e p o s i t i o n room.) 

MR. MILLS: Mr. King, i s i t c o r r e c t 

the year 1995 the Union P a c i f i c o r i g i n a t e d 

a p p r o x i m a t e l y lOC m i l l i o n t ons of Powder River 

Basin coal? 

Would vou l i k e them t : 

f 
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1 MR. KING: That number sounds about 

2 r i g h t . 

3 MR. MILLS: Let me mark -- have marked 

4 as King-Ongerth D e p o s i t i o n E x h i b i t Number 6 a 

5 ore-page news r e l e a s e produced by t h e Union 

6 P a c i f i c R a i l r o a d . 

7 (King-Ongerth E x h i b i t No. 6 was 

8 marked f o r i d e n t i f i c a t i c n . ) 

9 MR. MILLS: Mr. Ki n g , t h i s E x h i b i t 6 

10 f o r i d e n t i f i c a t i o n appears t o be a news release 

11 i s s u e d by t h e Union P a c i f i c R a i l r o a d on December 

12 28th, 1995, i s t h a t c o r r e c t ? 

13 MR. KING: Yes. 

14 MR. MILLS: And i n t h a t news rel e a s e , 

15 the s t a t e m e n t i s made t h a t Union P a c i f i c t h i s 

16 year w i l l s t i i p n e a r l y 100 m i l l i o n tons of Powrler 

17 R i v e r B a s i n c o a l t o u t i l i t i e s . I s t h a t correcc? 

18 MR. KING: Yes. 

19 MR. MILLS: And Chere i s a l s o an 

20 i n d i c a t i o n t h a t i n c l u d e s about 23 loaded t r a i n s a 

21 day, i s t h a t c o r r e c t ? 

22 MR. KING: Yes. 

23 MR. MILLS: N o t w i t h s t a n d i n g the 

24 s t i p u l a t i o n t h a t was r e c e n t l y made, Mr. King, l e t 

25 me ask you t h i s . Would you agree t h a t increases 
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1 i n t r a f f i c t h a t are nor r e l a t e d t c t h e merger r.ay 

2 a f f e c t t he merged system's a b i l i t y t o implement 

3 che o p e r a c i n g p l a n i n che manner d e s c r i b e d m ene 

4 v e r i f i e d scatement and i n t h e o p e r a t i n g p l a n 

5 i t s e l f ? 

6 MR. KING: W e l l , a f t e r t h e merger i s 

7 approved, business l e v e l s may be s u b s t a n t i a l l y 

8 d i f f e r e n t t h a n i n 1994 base year. So ma r k e t i n g 

9 c o n d i t i o n s c o u l d change c a p a c i t y o r s i t u a t i o n s cn 

10 any one p i e c e of the r a i l r o a d . 

11 MR. MILLS: So t h e answer i s yes. i t 

12 could? 

13 ML. KING: Yes. 

14 MR. MILLS: I n d e v e l o p i n g the o p e r a t i n g 

15 p l a n f o r t h e merged e n t i t y , d i d you 

16 c o n s i d e r -- and I'm f o c u s i n g on c o a l t r a f f i c 

17 moving t o t h e Midwest now -- any changes i n plans 

18 by e l e c t r i c u t i l i t i e s or f a c i l i t y changes by 

19 o t h e r c a r r i e r s , f o r example, m the Chicago area 

20 or Wisconsin t h a t might r e s u l t i n a change i n the 

21 r o u t i n g of c o a l t r a f f i c t h a t would mean 

22 a d d i t i o n a l movements t o Chicago as opposed t o 

23 o t h e r p o i n t s ? 

24 MR KING: Could you read t b a t back cc 

25 me, please? 
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1 THE REPORTER: "Quescion: I n 

2 d e v e l o p i n g ehe o p e r a c i n g p l a n f o r ehe merged 

3 t>ncicy, d i d you c o n s i d e r -- and I'm f o c u s i n g cn 

4 c o a l e r . a f f i c moving co ehe Midwese now -- any 

5 changes i n plans by e l e c c r i c u t i l i t i e s or 

6 f a c i l i t y changes by o t h e r c a r r i e r s , f o r example, 

7 i n the Chicago area or Wis c o n s i n t h a t might 

8 r e s u l t i n a change i n the r o u t i n g of c o a l t r a f f i c 

9 t h a t would mean a d d i t i o n a l movements t o Chicago 

10 a.=! opposed t o o t h e r p o i n t s ? " 

11 t-iR. KING: Not t h a t I'm aware o f . 

12 MR. MILLS: Aie you f a m i l i a r w i t h the 

13 movement of Powder R i v e r B a s i n c o a l t o the power 

14 p l a n t s of Wisconsin p u b l i c s e r v i c e i n Wisconsin? 

15 MR. KING: G e n e r a l l y , yes. 

16 MR. MILLS: And are you aware t h a t at 

17 the p r e s e n t t i m e , t h a t c o a l moves v i a two routes. 

18 one t o Chicago and one t o t h e Twin C i t i e s f o r 

19 movement beyond by a t e r m i n a t i n g c a r r i e r ? 

20 MR. KING: G e n e r a l l y , yes. 

21 MR. MILLS: And would a change i n t h a t 

22 r o u t i n g under which a l l t h a t tonnage would move 

23 t o Chi.cago be something t h a t would bs r e l e v a n t to 

24 your development of t h e o p e r a t i n g p l a n as i t 

25 r e l a t e s t o c o a l t r a f f i c ? 
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1 MR. KING: W e l l , i t depends cn the 

2 volume per day and what i t would generate as f a r 

3 as t r a i n s and t h i n g s -- f a c t o r s such as chac 

4 would have eo be known b e f o r e I c o u l d r e a l l y 

5 answer c h a t . 

6 MR. MILLS: But you d i d n ' t c o n s i d e r any 

7 such changes i n the r o u t i n g of Wisconsin p u b l i c 

8 s e r v i c e t r a f f i c i.n d e v e l o p i n g t h e o p e r a t i n g plan, 

9 would t h a t be a c c u r a t e . 

10 MR. KING: Yes. 

11 MR. MILLS: On pages 36 and 37 of the 

12 v e r i f i e d statement and els e w h e r e , t h e r e i s a 

13 d i s c u s s i o n o f the changes i n r o u t i n g f o r 

14 i n t e r m o d a l t r a f f i c . And f i r s t , I would ask you, 

15 i s i t c o r r e c t t h a t i n t e r m o d a l t r a f f i c i s 

16 c o n s i d e r e d e x t r e m e l y t i m e s e n s i t i v e or more time 

17 s e n s i t i v e t h a n o t h e r t y p e s of r a i l r o a d t r a f f i c ? 

18 MR. KING: Yes. 

19 MR. MILLS: .\nd would you a l s o consider 

20 a u t o m o t i v e t r a f f i c t o be t i m e s e n s i t i v e ? 

21 MR. KING: Yes. 

22 MR. MILLS: I'm g o i n g t o r e f e r t o the 

23 map t h a t appears i n a pocket a t t a c h e d t o volume i 

24 of the a p p l i c a t i o n e n t i t l e d l i n e s of a p p l i c a n t 

25 c a r r i e r s and o t h e r w e s t e r n r a i l r o a d s . I'm going 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 U t h ST., N.W,, 4th FLOOR / WASHINGTON. D C . 20005 



) 232 

1 t o place t h i s map i n f r o n t of you, Mr. King. To 

2 the e x t e n t you need t o r e f e r t o i t , p l e a s e do 

3 so. 

4 With r e s p e c t t o i n t e r m o d a l and 

5 aut o m o t i v e t r a f f i c moving between t h e West Coast 

6 and the Midwest, l e t ' s focus on Chicago, f o r the 

7 Union P a c i f i c , i s i t c o r r e c t -- whether i t c-mes 

8 from s o u t h e r n C a l i f o r n i a , c e n t r a l C a l i f o r n i a or 

9 the P a c i f i c Northwest, i t i s b a s i c a l l y f u n n e l e d 

10 t h r o u g h Ogden Utah and Granger. Wyoming and 

11 eastward t h r o u g h N o r t h P l a t t e , Nebraska? 

12 MR. KING: When you say UP, you mean 

13 premerger? 

14 MR. MILLS: Yes, premerger. 

15 MR. KING: That's c o r r e c t . 

16 MR. MILLS: Can you t e l l us 

17 a p p r o x i m a t e l y how many i n t e r m o d a l or automotive 

18 t r a i n s p r e s e n t l y o p e r a t e per day over the Union 

19 P a c i f i c between Granger. Wyoming and Gibbon, 

20 Nebraska? 

21 MR. KING: Somewhere between 16 and 22 

22 MR. MILLS: And g i v e n , on eastbound 

j 23 t r a f f i c , some moves from Gibbon t o C o u n c i l 

24 B l u f f s . Fremont, Omaha and eastward toward 

25 Chicago and Kansas C i t y , c o r r e c t ? 
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1 MR. KING: That's c o r r e c t . 

2 MR. MILLS: Could you t e l l me 

3 a p p r o x i m a t e l y the num^ber of d a i l y i n t e r m o d a l and 

4 au t o m o t i v e s t r a i n s o p e r a t i n g between Gibbon and 

5 C o u n c i l B l u f f s and Chicago and, B. between Gibbcn 

6 and t h e Kansas C i t y area? 

7 MR. KING: When you say Co u n c i l B l u f f s , 

8 you mean Fremont or C o u n c i l B l u f f s ? 

9 MR. MILLS: Yes, Fremont or Council 

10 B l u f f s . 

11 MR. KING: Th i s may not be exact 

12 because I would have t o l o o k ac t h e schedules and 

13 count them b u t I t h i n k about s i x of them go 

14 toward Gibbon t o Kansas C i t y and the rema' uer 

15 t h a t I t a l k e d about go-between Gibbon and Council 

16 B l u f f s / F r e m o n t . 

17 MR. MILLS: As I u n d e r s t a n d I t , under 

18 the merger o p e r a t i n g p l a n , i n g e n e r a l , intermodal 

19 t r a f f i c f r o m s o u t h e r n C a l i f o r n i a , i n p a r t i c u l a r , 

20 perhaps some from c e n t r a l C a l i f o r n i a , w i l l be 

21 c o n c e n t r a t e d on the c u r r e n t SP r o u t e through El 

22 Paso and Tucumcari and the r o u t e from southern 

23 C a l i f o r n i a , a t l e a s t , t o t h e Chicago area v i a 

24 N o r t h P l a t t e w i l l handle p r i m a r i l y m a n i f e s t and 

25 o t h e r t r a f f i c , the t r a f f i c o t h e r than intermodal 
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1 and a u t o m o t i v e , i s t h a t c o r r e c t ? 

2 I-R. KING: Yes, except d u r i n g -- we 

3 s t a t e d i n t h e r e , we t a l k e d about as capacicy came 

4 on, t h a t we would p r o b a b l y go westbound on the SP 

5 and eastbo-'.nd on the UP. 

6 MR. MILLS: Would I be c o r r e c t t h a t 

7 d e s p i t e t h a t g e n e r a l s t a t e m e n t , t h e r e w i l l be 

8 some m a n i f e s t t r a f f i c on t h e Tucumcari r o u t e and 

9 s i m i l a r l y some i n t e r m o d a l t r a f f i c over the 

10 c e n t r a l c o r r i d o r r o u t e v i a N o r t h P l a t t e and 

11 Ogden. 

12 MR. KING: S t i l l r e f e r r i n g t o southern 

13 C a l i f o r n i a ? 

14 MR. MILLS; Yes. 

15 MR. KTNG: That's c o r r e c t . 

16 MR. MILLS: A f t e r t h e merger, i f i t ' s 

17 consummatea. under the o p e r a t i n g p l a n , can you 

18 t e l l us how many d a i l y intermoda]. and automotive 

19 t r a i n s , a p p r o x i m a t e l y , you expect w i l l o p e r a t i n g 

20 over t h e Union P a c i f i c between Granger, Wyoming 

2^ and Gibbon, Nebraska? 

22 MR. KING: I t would be a r e a l guess 

23 b u t , as I r e c a l l , i t ' s p r o b a b l y abou': the same 

24 number. 

25 MR. M I L L S : So t h e r e w i l l be no 
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1 s i g n i f i c a n t decrease i n the number of i n t e r m o d a l 

2 t r a i n s o p e r a t i n g over t u a t r o u t e . 

3 MR. KING: That's t o my best 

4 r e c o l l e c t i o n . I would have t o go th r o u g h a l l the 

5 schedules t o g i v e you an ex a c t count. 

6 MR. MILLS: Let me ask Mr. Ongerth --

7 MR. HEMMER: C h r i s , the data showing 

8 t h a t are i n the d e p o s i t o r y and we c o u l d show you 

9 what t h a t e f f e c t i s . 

10 MR. MILLS: Mr. Ongerth, w i t h r e s p e c t 

11 t o the c u r r e n t premerger of Southern P a c i f i c 

12 o p e r a t i o n s f o r i n t e r m o d a l c r a f f i c between t h e 

13 West Coast and Kansas C i t y , t h e r e are p r e s e n t l y 

14 two t h e o r e t i c a l r o u t e s t h a t c o u l d be used, i s 

15 t h a t c o r r e c t ? 

16 MR. ONGERTH: T h i s i s from s o u t h e r n 

17 C a l i f o r n i a ? 

18 MR. MILLS: Yes. Let ' s say c e n t r a l 

19 C a l i f o r n i a . 

20 MR. ONGERTH: There are two t h e o r e t i c a l 

21 r o u t e s t h a t can be used, yes. 

22 MR. MILLS: And one i s the c e n t r a l 

23 c o r r i d o r r o u t e v i a Ogden and Grand J u n c t i o n and 

24 Pueblo and thence eastward, i s t h a t c o r r e c t ? 

25 MR. ONGERTH: Grand J u n c t i o n i n e i t h e r 
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1 Pueblo or Denver and "hen ea s t w a r d . 

2 MR. MILLS: And t h e o t h e r r i g h t i s v i a 

3 El Paso ana the Tucumcari l i n e ? 

4 MR. ONGERTH: That's c o r r e c t . 

5 MR. MILLS: Can you t e l l us 

6 a p p r o x i m a t e l y how many d a i l y i n t e r m o d a l t r a i n s 

7 p r e s e n t l y o p e r a t e over the SP between Ogd2n and 

8 Kansas C i t y v i a eic.her Denver or Pueblo? 

9 MR. ONGEPTH: My r e c o l l e c t i o n i s we 

10 hs-'e thre:- schedules m the -e but i b e l i e v e t h a t 

11 most days, we're o n l y operac ~ two of those 

12 t h r e e . 

13 MR. MILLS: I s t h a t i n each d i r e c t i o n ? 

14 MR. ONGERTH: Yes 

15 MR. MI.LS: How about between c e n t r a l 

16 and s o u t h e r n C a l i f o r n i a and Kansas C i t y v i a 

17 Tucumcari? 

1,3 MR. ONGERTH: Both c e n e r a l and southern 

19 C a l i f o r n i a t r a i n s ? 

20 MR. MILLS. Yes. 

21 MR. ONGERTH: That's a bimch. Let 

22 see i f T car. f i n d something i n here t u help 

23 t h a t . On pages 348 and 349, you've got 

24 i n t e r m o f ' a l Golden S t a t e eastbound and intermcda." 

25 Golden S t a t e westbound. I t ahows f i v e schedul j 
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q u e s t i o n s ajj-iut changes i n r o u t i n g f o r Powder 

River Basin c o a l t r a i n s d e s t i n e d t o the Midwf t 

and Texas as a r e s u l t of the proposed merger. 

Fir.st of a l l , c u a l t r a i n s o p ^ j r a f ^ ^ g from the 

Powder R i v e r Basin t o t h e Chice.go and Wisconsin 

area p r e s e n t l y opt^rate thr-ough C o u n c i l B l u f f s au'i 

M i s s o u r i v a l l e y r a t h e r t h a n chrough Fremont and 

C a l i f o r n i a j u n c t i o n , i s t h a t c o r r e c t ? 

MR. KING: Yes. 

MR. MILLS: Are t h e r e any p.. ans co 

change ,e r o u t i n e of those t r a i n s t o operate 

them v-i a Fro-nont i.nd C a l i f o r n i a i u n c t i n̂ a f t e r 

the merger? 

MR. KING: Net shown i n h ere. Af- juc-t 

a UP, n o t h i n g me^ger- r e l a t e d . We are s u a r t i n g tc 

study t n a t p o s s i b i l i t y but i t ' s v z r y e a r l y . 

MR. iMILL.'̂  : I s i u. r r e c t t h a t i f the 

merger i o implemented, at .^'^ast some t r a i n s t r o n 

Colorado and Utah o r i g i n s would a l s o move i n t o 

Dre - - m.oving t o the Midwe':t v.'ould ali^o use rhac 

same rou t e ? 

MR. KING: Yes. 

MR. MILLS: Ha3 t h e a d d i t i o n a l c o a l 

t r a f f i c t h a t may u.ove from those o r i . g i n s over 

chis r o u t e had c r y impact on t h e p h y s i c a l -- on 

..J 
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1 your r e s t o r a t i o n of improvements t o the p h y s i c a l 

2 p l a n t i n t h a t area o r the r o u t i n g of t r a i n s i n 

3 t h a t area, the Omaha-Counci1 B l u f f s - F r e m o n t 

4 area? 

5 MR. KING: Those t r a i n s are t a k e n i n t o 

6 c o n s i d e r a t i o n as f a r as what's shown on t h e UP 

7 d e n s i t i e s but the c a p i t a l improvements and 

8 c a p a c i t y improvements t h a t N o r t h P l a t t e , C o u n c i l 

9 B l u f f s , Gibbon area you r e f e r . e d t o , were not 

10 impacted by the merger, t h e r e i s a v e r y s l i g h t 

11 i n c r e a s e i n the number of t r a i n s and the Union 

12 P a c i f i c , as an independent company, has c a p a c i t y 

13 p l a n s fox a l l t h a t area t h a t are a l r e a d y i n the 

14 works. 

15 MR. MILLS: I would l i k e now t o r e f e r 

16 you t o Powder R i v e r B a s i n o r i g i n a t e d t r a i n s 

17 moving t o Texas. And I'm g o i n g t o focus i n 

18 p a r t : i c u l a r on movement t o t h e Lower Colorado 

19 R i v e r A u t h o r i t v , C i t y of . u s t i n ' s F a y e t t e power 

20 -product and t o the C i t y P u b l i c S e r v i c e of San 

21 A n t o n i o ' s Dealy p l a n t . Are you f a m i l i a r w i t h 

22 those movements i n g e n e r a l ? 

23 MR. KING: Yes. 

24 MR MILLS: At p r e s e n t , those t r a i n s 

25 moving t o those p l a n t s move v i a Gibbon and .^ansas 
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1 Dotsero and over the Tennessee Pass l i n e t c 

2 Pueblo, i s t h a t c o ~ r e c t ? 

3 MR. ONGERTH: That's the normal 

4 r o u t i n g , yes . 

5 MR. MILLS: W i t h r e s p e c t t o -- l e t me 

6 r e f e r you t o the map. Do you happen t o have a 

7 copy of i t ? 

8 MR. ONGERTH: I' v e got i t . I'm 

9 f o l l o w i n g you. With r e s p e c t t o -- c o s l aoes 

10 o r i g i n a t e i r t h e C r a i g , Colorado area on t h a t 

11 l i n e , corr'3Ct? 

12 MR. ONGERTH: I t sure does. 

13 MR. MILLS: And t h a t l i n e connects w i t h 

14 the Dotsero t o Denver l i n e a t a p o i n t on th e map 

15 t h a t i s r e f e r e n c e d as O r e s t o d , 0 - r - e - s - t - o - d , 

16 which i s Do t s e r o s p e l l e d backwards, I b e l i e - e, i s 

17 t h a t c o r r e c t ? 

18 MR. ONGERTH: Yes. 

19 MR. MILLS; Wnere i s Bond i n r e l a t i o n 

20 t o Orestod? 

21 MR. ONGERTH: I t ' s i n th e v i c i n i t y . I 

22 have t o l o o k a t another map t o t e i l you 

23 s p e c i f i c a l l y . 

24 MR. MILLS: From an o p e r a t i n g 

25 s t a n d p o i n t , are Orestod and Bond c o n s i d e r e d 
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• 1 b a s i c a l l y the same p o i n t ? 

2 MR. ONGERTH: Probab l y , yes. 

3 MF. MILLS: With r e s p e c t t o c o a l 

4 o r i g i n a t i n g on the l i n e t o C r a i g and moving t o 

5 the Midwest, can you d e s c r i b e t he r o u t e t h a t t h a t 

6 c o a l wouia n o r m a l l y take? 

7 MR. ONGERTH: We use two r o u t e s . Soir.e 

8 c o a l goes back t o Dotsero and over Tennessee 

9 Pass, some -- some c o a l comes o f f t h e C r a i g 

10 Branch, goes west t o Dotsero and th e n over 

11 Tennessee Pass t o Pueblo, thence east t h r o u g h 

12 H e r i n g t o n . Some c o a l goes west f r c m Dotsero 

j ) 13 t h r o u g h Denver down t o Pueblo and th e n r a s t t o 

14 H e r i n g t o n . 

15 MR. MILLS: Can you g i v e us the 

16 approximate p o r t i o n s t h a t move - •-

^7 MR. ONGERTH: I t charges. 

18 MR. MILLS: What's t h e reason f o r 

19 moving over two routes? 

20 MR. ONGERTH: O c c a s i o n a l l y t h e r e i s 

21 q u i t e a b i t of l i n e c o n g e s t i o n between Denvrer ard 

22 Pueblo. I t ' s s h o r t e r ..o go v i ,i Denver b u t , given 

23 l i n e c o n g e s t i o n problems r i g h t now on the f r o n t 

24 range, we w i l l sometimes r e l i e v e t h a t c o n g e s t i o n 

25 by r a k i n g some back and g o i n g v i a Tennessee 
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Pass. The s h o r t e r r o u t e i s t o go v i a Denver. 

MR. MILLS: What about c o a l coming from 

mines i n Utah or mi.nes cn the l i n e down toward 

Montrose s o u t h of Grand J u n c t i o n ? Does any of 

t h a t c o a l move v i a Bond and Denver? 

MR. ONGERTH; The normal r o u t e i s v i a 

Tennessee Pass . 

MR. MILLS: I n f a c t , t h a t r o u t e , as I 

r e c a l l , i s about 60 m i l e s s h o r t e r t h a n che r o u t e 

t h r o u g h Denver t o Pueblo, i s t h a t r i g h t ? 

MR. ONGERTH: That sounds about r i g h t . 

MR. MILLS: The l i n e from Dotsero t o 

Denver, i s t h a t b a s i c a l l y a s i n g l e - t r a c k l i n e 

w i t h p a s s i n g t r a c k s ^nd CTC? 

MR. ONGERTH: Yes. 

MR. MILLS: I s t h a t a l s o t r u e of the 

l i n e f r o m Dotsero t o Pueblo v i a Tennessee Pass? 

MR. ONGERTH: Yes. 

MR. MILLS; With r e s p e c t t o the t r a c k 

s t r u c t u r e and s i g n a l i n g , e t c e t e r a , are these two 

l i n e s i n comparable c o n d i t i o n i n terms of weight 

of r a i l and so f o r t h ? 

MR. ONGERTH: No 

MR. MILLS: Can you d e s c r i b e the 

d i f f e r e n c e s i n g e n e r a l 
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1 MR. ONGERTH: There i s a l o t j o i n t 

2 r a i l on the Tennessee Pass r o u t e . The grade i s 

3 s i g n i f i c a n t l y d i f f e r e n t on t h e Tennessee Pass 

4 r o u t e . 

5 MR. MILLS: I n the eastbound d i r e c t i o n 

6 f o r loaded c o a l c r a i n s , what i s t h e r u l i n g grade 

7 on the Tennessee Pass l i n e ? 

0 MR. ONGERTH: Tnree p e r c e n t . 

9 MR. MILLS: And d i d those t r a i n s 

10 r e q u i r e h e l p e r locomotives? 

11 MR. ONGERTH: They n o t o n l y r e q u i r e 

12 h e l p e r l o c o m o t i v e s , they s^ i t t h e t r a i n s . 

13 MR. MILLS: Are h e l p e r s n o r m a l l y added 

14 at M i n t u r n , Colorado? 

15 MR. ONGERTH: Yes. 

16 MR. MILLS: By the way, I t h i n k you 

17 i n d i c a t e d i n response t o a q u e s t i o n from Mr. Hue 

18 t h a t you had some r e s p o n s i b i l i t y i n c o n n e c t i o n 

19 w i t h the l i n e abandonments and, as p a r t of the 

20 merger p l a n , i t i s proposed t o abandon t h e l i n e 

21 from, I b e l i e v e i t ' s M a l t a , which i s near Gibson, 

22 Colorado, over Tennessee Pass t o Canyon C i t y , 

23 i n c l u d i n g the branch t o L e a d v i l l e , i s t h a t 

24 c o r r e c t ? 

25 MR. ONGERTH: There are two 
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1 BEFORE THE 

2 SURFACE TRANSPORTATICN BOARD 

3 Finance Docket No. 32760 

4 UNION \ACIFIC CORPORATION, UNION PACIFIC RAILROAD 

5 COMPANY AND MIS.'̂ OURI PACIFIC RAILROAD COMPANY 

6 - - CONTR'̂ L MERGER - -

7 SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN 

8 PACIFIC TRANSPORTATION COMPANY, ST. LCUIS 

9 SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 

10 DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

11 HIGHLY CONFIDENTIAL 

12 Washington, D.C. 

13 F r i d a y , February 5, 1996 

14 D e p o s i t i o n of R.B. (BRAD) KING and 

15 MICHAEL D. ONGERTH, w i t n e s s e s h e r e i n , c a l l e d f o r 

16 e x a m i n a t i o n by counsel f o r the P a r t i e s i n the 

17 a b o v e - e n t i 1 1 e d m a t t e r , p u r s u a n t t o agreement, t h e 

18 w i t n e s s e s h a v i n g been p r e v i o u s l y d u l y sworn, 

19 taken a t t h e o f f i c e s c f Covington & B u r l i n g , 1201 

20 P e n n s y l v a n i a Avenue, U . ' t . , Washington. D.C., 

21 20044, a t 9:10 a.m.. F r i d a y , February S, :996, 

22 ard t h e p r o c e e d i n g s being taken dov,n by Stenotype 

23 by FERNITA R. FINKLEY and CRAIG KNOWLES and 

24 t r a n s c r i b e d under t h e i r d i r e c t i o n . 

25 
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shew ehe num.bers show an i r c r e a s e from che 

3 
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•ams a day 

:'m l o o k i n g 
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21 
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1994 base of 4 c r a i n s per day t o 6 

becween Bond and Dotsero, c o r r e c c ? 

ac f r e i g h c o n l y . 

MR. ONGERTH: I d i d n ' t f o l l o w whac you 

screed. 

MR. MILLS: W e i l . I ' H". a s k i n g you co 

c o n f i r m chac becween Bond and Doesero che number 

of r - a in s w o u l d - as a r e s u l c o f merger would 

i n c r e a s e f r o m 4 i n the '94 base t o 6 per day, 

f r e i g h t t r a i n s . 

MR. ONGERTH: Yes. 

MR. MILLS: And on the same page 

between D o t s e r o and Grand J u n c t i o n and Grand 

J u n c t i o n t o Helper i t looks l i k e t h e r e s u l t cf 

ehe impace of ehe merger w i l l be an approximaee 

h a l v i n g c f the number of f r e i g h t t r a i n s per day 

on chose s e g i f e r t s ; i s t h a t c o r r e c t ? Only cn 

f r e i g h t t r a i n s , .:ow. 

MR. ONGERTH: Grand J u n c t - , t o 

Helper? 

MR. MILLS: W e l l , D o t s e r o t o Grand 

J u n c t i o n and Grand J u n c t i o n t o H e l p e r . 

MR. ONGERTH: A l l r i g h t . Dotsero co 

Grand .-unction we go from 18 t o 9 f o r f r e i g h t s . 
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and Grand J u n c t i o n co Helper we go from 18 t e 8. 

MR MILLS: Now, the -umbers shown f o r 

the l i n e segmencs between Denver, Bond. Dotsero, 

Grand J u n c t i o r , Helper et c e t e r a , do not 

i n c l u d e , as I und e r s t a n d i t , any B u r l i n g t o n 

Norchern/Sanca Fe t r a i n movements thac may occur 

as a r e s u l t c f the BN UP settlr^ment agreement; i s 

t h a t c o r r e c t ? 

MR. ONGERTH: That's c o r r e c t . 

MR. MILLS: Do you have any knowledge 

as CO how many c r a i n s per day che B u r l i n g e o n 

Norchern/Sanca Fe plans eo operace i n ehae 

c o r r i d o r ? 

MR. ONGERTH: I t ' s i n the Santa Fe 

sta t e m e n t i n - -

MR. MILLS: Let me show you --

MR. ONGERTH: But I can't r e c a l l . 

MR. MILLS: Let me .'how you '.he 

B u r l i n g t o n N o r t h e r n / S a n t a Fe's com.ments on t!\e 

p r i m a r y a p p l i c a e i o n , s p e c i f i c a l l y ehe v e r i f i e d 

scacemene of Neal Owen, che boccom of page 7. 

Mr. Ower i n d i c a e e s chere chac EN/Sanca Fe plans 

CO operace 6 c r a i n s a day i n each d i r e c t i o n i n 

t h a t c o r r i d o r , 3 ^n each d i r e c t i o n ; i s t h a t 

c e r r e c t ? 
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MR. ONGERTH: Says 6 r e g u l a r crai::? 

c r a i n p a i r s becween Denver and Richmend , C . ^ k " 

MR. MILLS: And r e f e r r i n g ycu cc the 

boccom of page 8 cf Mr. Owen's scacemene. dee? " f 

i n d i c a e e chere ehae i n a d d i e i o n chere may re 

a d d i t i o n a l t r a f f i c such as co a l t r a f f i c i c e.-.e 

BN/Santa Fe i s a b l e t o o r i g i n a t e c o a l c r a . f f i " as 

a r e s u l t cf those t r a c k a g e r i g h t s ? 

MR. ONGERTH: He says t h a t i n a d d i c i r r . 

chey might handle u n i t t r a i n s to c a r r y b u l k 

t r a f f i c , such as g r a i n and c o a l , and chac e r a r r . : 

would be boch overhead c r a f f i c and 

l o c a l l y - g e n e r a e e d c r a f f i c . 

MR. MILLS: I have one more h i g h l y 

c o n f i d e n t i a l SP documene. I ' d l i k e eo ask 

Mr. Ongereh t o move cue and I ' l l be done wich 

them. 

I ' d l i k e t o have marked as K i n g - C nge r c .• 

D e p o s i t i o n E x h i b i t 8 a two-page e x h i b i t 

e n t i t l e d - f i r s e rage of which i s e n c i e l e d 

5-Year Coal Plan 1996 eo 20i^C. ehe second page \ : 

which i s e n t i t l e d SP Coal Tonnage 1995-2000, 

bears Bates numbers HC65-000002 and HC65-C00C1:. 

MR. NORTON: Foi the r e c o r d , a r , you -

do you know whether these two pages were s t a p l e d 
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1 MR. MILLS: The next l i n e i s N o r t h 

2 P l a t t e re Scuch M o r r i l l , Nebraska, and chat :s 

3 che r o u t e ef c o a l -- the most coal c r a i n s 

4 oneracing from che Powder River Basin coward 

5 e i c h e r Kansas Ciey or Council B l u f f s ; i s chac 

6 c o r r e c t ? 

7 MR. KITS: I'm s o r r y . r.ineat ch-3 

S q u e s t i o n er read i c back. 

c MR. MILLS: I s the l i n e between N o r t h 

^ O P l a t t e and South M o r r i l l , Nebraska, t h e l i n e t h a t 

1 1 i ' j used t o move most coal t r a f f i c between Powder 

Riv e r Basin and e i t h e r Kansas C i t y or C o u n c i l 

13 B l u f f s ? 

14 MR. KING: Yes. 

1 5 MR. MILLS: Now, t h a t shows a decrease 

16 m the number t r a i n s per day from 40 i n 1994 t o 

- -1 29 i n l?9Q - - postmerger. c o r r e c t ? 

1 S MR. KING: That's r i g h t . 

1 9 MR. MILLS: And I b e l i e v e you i n d i c a t e d 

y e s t e r d a y th.at the -- we looked a t a document 

2 1 t h a t showed t h a t the 1995 Powder R i v e r B a s i n c o a l 

^ 2 t r a f f i c amounted t o about 23 t r a i n s a day; i s 

2 3 t h a t c o r r e c t ? 

2 4 MR. KING: That's c o r r e c t . 

2 5 MR. MILLS: And t h a t ' s 23 loaded 

1 
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c r a i n s , c o rrecc? 

MR. KING: Thac's r:ghc. 

MR. MILLS: I n Che case ef Powder xi\-e: 

Basin, eac.n ene ef chese loaded c r a i n s would .".a-.'t 

an empcy movemiene associaeed wich i c . correcc? 

.MR. KING: Thac ' s c o r r e c c . 

r'F.. MILLS: Some ef che cmpeies meve 

over che Y e d e r E c b e r c l i n e raeher chan between 

Nerch Placce and Soueh M o r r i l l ; i s ehae c o r r e c t " 

.MR. KING: Thac's c o r r e c c . 

.MR. MILLS: I n 1995 I b e l i e v e you 

i n d i c a c e d yeseerday -- you confi.'med chac che 

Union P a c i f i c o r i g i n a c e d a p p r e x i m a e e l y 100 

m . i l l i o n cons m che Powder R i v e r B a s i n ; i 3 chac 

cor r e c c ? 

MR. KING: Thac's c o r r e c c . 

MR. y i L L S : And can you c o n f i r m chac 

1994 che c e c a l Powder R i v e r Basin o r i g m a c i e n s 

f e r ehe Union P a c i f i c were appreximaeely 86 

m i l l i o n cons? 

MR. KING: Thac sound*? appreximaeely 

r i g h e . 

MR. MILLS: Do you know whecher furcne. 

i n c r e a s e s are p r c j e c c e d f e r 1996 and 1997? 

MR. KING: Yes, Chey a r e . 
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MR. y.l-'-=••: 

2 4 

2 5 

Would the pre:ecceo 

i n c r e a s e f e r 1996, t e -our knowledge, be --

MR. HEMMER: I don't t h i n k t h e r e ' s 

a n y t h i n g c o n i i d e n t i a l abour . ^ i s i n f e r m a c i e n . 

IC's been p u b l i s h e d . 

MR. .MILLS: I thir.^. has been. 

MR. KING: Whac's ene que s c i o n again? 

MR. MILLS: Can you c o n f i r m chac m 

_9 9 6 cho i n c r e a s e over 1995 would exceed c-_-n 

m i l l i o n eons? 

Yes . 

I s exceceed eo exceed ten 

I-iR. KING: 

MR. MILLS 

. m i l l i o n tons? 

MR. KING: Yes. 

MR. MILLS: Can you t e l l us why the 

num.ber c f t r a i n s per day from 1994 t e 199C -- te 

cestmerger f e r t h e Norch Plaeee co Soueh M o r r i l l 

segmene shews a decrease i n l i g h t of the t r a f f i c 

i n c r e a s e s we ;;ust t a l k e - about? 

MR. HEMMER: I'm goi n g t o c b j e c t t o the 

q u e s t i o n because c f the cag " l i g h c of che c r a f f i c 

incre^'^es you j u s e c a l k e d aboue." As I 

ser.pulaced f o r you yeseerday, e h i s i s a snapshoc 

i n cime; doesn't l o o k a t those t r a f f i c 

r-
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i n c r e a s e s . I t ' s net i n t e n d e d t e l e e k ac these 

c r a f f i c i n c r e a s e s er ?.ny ef the c a p a c i c y 

a s s o c i a t e d w i c h h a n d l i n g chese c r a f f i c i r. c r =>,-. 5 

which, as you know, i s bei;iq implemente-- of 

Ecsak. Now, wieh chac o b j e c e i e n , he can answer 

MR. MILLS: Lec me r e p h r a s e ene 

euescicn and e l i m m a e e ch£ Ci.g. De ycu - - ." 

chere i s a decrease i n che nu.mber ef c r a i n s per 

dav on che Norch Plaeee co So i t h M e r r i l l l-ne 

segmene from 40 co 39 from 1994 ec p e s c r f c r r e : ' 

MR. NORTON: I ehink cLe que?-.ien nas 

che same c. -^blem i m p l i c i c . Saying t e r c s c r . e r r s r 

IS s u g g e scing ehe cime poine --

MR. MILLS: As a r e s u l c of ehe r e r g e r 

Chen, chae's th e -- whatever the p o s t m e r j e r 

means, I b e l i e v e . 

MR. KING: The o n l y p o s s i b i l i t y tney 

have i s t h a t t h e number of empties would be 

running up t h e Youer side w i t h a change m :r^...-. 

count . 

M.R. MILLS: Would you agree w i t h re 

then i n a c t u a l i t y , the number of t r a m mevere 

ef t h a t segment i s l i k e l y t o i n c r e a s e frcm I'rr^ 

te 1996, l e t ' s say? 

MR. KING: Well , depends on how muc.-. 
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1 use ehe Yeaer. 

2 MR. MILLS: The num.ber c f loadeu c r a i n s 

3 would i n c r e a s e , would i t not? 

4 MR. KING: Yes. 

5 MR. MILLS: Now, you i n d i c a t e d e a r l i e r 

6 tnac -- or you c o n f i r m e d thac m 1994 cae Union 

^ - r i g i a t e d abcut S 6 r. i 11 ' c .n tens i n c .n e 

S Pewcer R i v e r B a s i n . I n 1995 -C was aboue ICO 

9 m i l l i o n eons which represene a 14 m . i l l i e n con 

10 i n c r e a s e ; i s ehae correcc? 

11 MR. KING: '"hac' s c e r r e c c . 

MR. MILLS: Would a f a i r average cons 

cer c r a m f o r Powder R i v e r Basin c r a i n s be abouc 

12 

13 

14 12,000 cons? 

15 

•7 

I S 

MR. KING: App r :»x ima c e 1 y , yes. 

1- MR. MILLS: Du me a f a v o r and c e l l me 

^ev man" c r a i n s . loaeed c r a m s , 14 m i l l i o n cens 

would represene based on an average cf 12,000 

15 cens per c r a i n . 

2 j I'R. KING: Appreximaeely 1,-6'i. 

21 MR. MILLS: Each of Chose loaded c r a i n s 

22 wcuid have a.n associaeed em.pey movemene, 

23 c e r r e c t ? 

2 4 MR. KING: Yes. 

MR. MILLS: -̂ ô you have t o double chat 
25 
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4 

5 

S 

9 

10 

11 

12 

l€6 t e -et 

correc' 

t r a i n s 

e t a l t r a m s per cay 

r. eecn d i r e r c i e n s , 

MR. KING: Yes. 

MR. MILLS: Would ycu e e r f e r m chac 

c a i c u l a c i e n i o r me, please. whac•s ene resu-C-

VR. KING: 2,323.3332. 

MR. MILLS: And CC ccnverc chac ce 

c r a m s per day, you need ce d i v i d e by 3 5 5, would 

you noc? 
MR. KING: I, nf o r c una c e 1 y , I c l e a r e d i t 

o f f . Yes. 

MR .XILLS: You s a i d 2,3 3 3 d i v i d e d by 

-.'= - ^ " ^ .-anv c r a m s cer day cn aveiage? 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

vou 

X- . y.ILLS: Thank you. Abouc 6.4. 

MR . ING : Righc . 

MR. MILLS: I n your v e r i f i e d 

scacemene -- I ' l l address ehi s ee Mr. King 

d e s c r i b e che e f f e c c ef ehe merger oparaeions 

cecween Topeka and Kansas Cicy. And wieh respect 

ce Che e p e r a e i e n ef c o a l c r a m s from che Powder 

River B a s i n ee Texas, I b e l i e v e you m d i c a c e d 

yeseerday and i n ehe v e r i f i e d scacemene chac ence 

r a e r o l a r i s f u l l y eperaeed. chose e r a m s 
ehe .me: 
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1 would ne l e n c e r eeerace becween Tepeka a:;e Kansas 

2 Cicy; i s t h a r cerrecc? 

3 .MR. KING: Thac's; c o r r e c c . 

4 .MR. .MILLS: Are you f a m i l i a r w i ch che 

5 c r a i n s moving ce Arkansas Power i L i g h c ' s power 

6 planes ac Newark and Redf-e^d, Arkansas? 

7 MR. KI^TG: Yes. 

8 MR. .MILLS: And chose c r a i n s would 

S ccncmue ce operace v i a Kansas Cicy a f c e r che 

10 merger; i s ehae cor r e c c ? 

11 MR. KING: Thac's c o r r e r e . 

12 MR. MILLS: S i m i l a r l y , c r a m s o p e r a c i n g 

13 eo er v i a Sc. Louis from che Powder R i v e r Basin 

14 would a l s o ceneinue co operace becween Topeka and 

15 Kansas Cicy, c o r r e c c ? 

16 MR. KING: Thac's c o r r e c t . 

17 MR. r'lLLS : Let me r e f e r ycu e.ne f i n a l 

18 time, I b e l i e v e , t o the t r a f f i c d e n s i t y (^.xhibits, 

19 s p e c i f i c a l l y page 379. I want t o make sure I 

20 understand t h i s c o r r e c t l y . About f i v e l i n e s down 

21 t h e r e ' s the l m e segment Kansas C i t y t o Topeka 

22 v i a UP which shows a change or increas-^ fror'. che 

23 1954 base of 50 t r a i n s t e pcstmerger t r a i n s per 

24 day of 64, c o r r e c t ? 

25 MR. KING: That's c o r r e c t . 
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MILLS: And Chen en page 353, whicl 

ne SP c r a m de n s i c y e x h i b i c s , A 1S C .1 e r 

3 f o u r l i n e s fre.m che beccem c.nere's a g a i n a 

4 r e f e r e n c e co Kansas Cicy, M i s s o u r i ce Topeka 

5 Kansas v i a UP. 

€ MR. KING: Thac's c e r r e c c . 

7 MR. MILLS: That r e f l e c c s c ^ . e S P 

8 c r a f f i c r i a h c s over che UP becween c.iose po:nes? 

9 MR. KING: That's c e r r e c t . 

IC MR. .MILLS: And thae shews a change 

11 from 23 t r a i n s day a g a i n t o 54 t r a i n s a day, 

12 c o r r e c t ? 

13 MR. KING: Yes, but y o u ' l l a l s o n o t i c e 

14 t h e r e ' s a l i n e t h a t shows UP. 

15 MR. MILLS: That was my next q u e s t i o n . 

16 I f you add the 50 t r a i n s a day f o r the UP and the 

17 23 c r a m s a day f r r ehe SP, you gee ''3 c r a i n s 

13 c e c a l , r i g h c ? 

19 MR. KING: Thae's c o r r e c c . 

20 MR. MILLS: So ehe r e s u l e of che merger 

21 i s chac - - and you have t o l o o k a t them b o t h 

22 t o g e t h e r -- the r e d u c t i o n w i l l be a net r e d u c t i o n 

23 f o r b o t h companies t o 64 t r a i n s a day or 9 t r a m s 

24 a day, c o r r e c t ? 

25 MR. KING: T h a t ' s c o r r e c t . 
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d e n s i t y 

MR. MIL:S: Nor dC 

minui: nme :;umber m che f a r 

Ycu need c e l e e k a c boch ehe 

chares, ce r r e c c ? 

MR. KING: Righc. They're shewn en 

b e c h chares. 

MR. MIL-?: I eheughe I had i r r i g n c . 

buc I wanted ce c o n f i r m i c . Mr. King, r e f e r r i n g 

ce page 12 ef ehe v e r i f i e d scacemene, I ' d li ' - to 

r e f e r you ence more co ch^ r e f e r e n c e m che c h i r d 

l i n e f rcm che cop ee ehe, quoce, c o m p l i c a e i o n s of 

m c e r l i n e c c o r d i n a c i o n . c l e s e qucee. Lee me ask 

you, would you agree ehae i n t e r l i n e s e r v i c e can 

be v e r y e f f e c t i v e f e r u n i c c r a i n c o a i c r a f f i c . ^ 

MR. KING: I t can be, yes. 

MR. MILLS: I t can i n v o l - ^ a 

run-ehrcugh pcwer c y c l i n g t r a i n s f r c m o r i g i n t c 

d e s t i n a c i c n i n v o l v i n g j o i n c l i n e s e r v i c e ef mere 

Chan ene r a i l r o a d ; i s ehae correce? 

MR. KING: Thac's c e r r e c c . 

MR. MILLS: I n f a c e , p r i o r t o ehe 

meraer ef Union P a c i f i . ' i n Chicago Norehwes t ern, 

ehe movemenes cf Powder R i v e r Basm c o a l v i a che 

Union P a c i f i c i n v o l v e d •- n e c e s s a r i l y i n v o l v e d a 

j o i n t l i n e movement, d i d they n o t , between CNW 
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2 

3 

4 verv we. 

MR. KING: Yes. 

MR. MILLS: And CNW and UP ceeperaced 

en chese m c e r l i n e movemenes, a i e •.ev 

13 

1 5 

IS 

19 

2 1 

22 

2 3 

2 4 

2 5 

MR. KING: Mosc of Che cime, yes. 

MR. MILLS: And, m f a c e , i c m n 

cna: :ae i c i n c - i n e s e r v i c e was a c e 

cer.pece e f f e c c i v e l y wich s i n g l e - l m e BN s e r v i c e s 

m some inseances? 

MR. KING: W e l l , we'd have co c a l k 

about c e s t i n a t i e n s . I t would v a r y a c c o r d i n g to 

des t i n a t i o n s . 

MR. MILLS: Let me g i v e you an 

example. On movemenes from che Powder R i v e r 

Basm CO Commonwealeh Edison power planes i n che 

Chicaac a r e ^ , i n or d e r ce gee from che Powder 

River B asm co Chicago p r i o r eo ehe CNW m.erger, 

chac i n v o l v e d a c c u a l l y a c h r e e - r a i l road haul cn 

che UP-CNW, d i d i c noc? 

MR. KING: Well , Chree r a i l r o a d s as f a r 

as e n e i e i e s , che WRPi was s c a f f e d by CNW people. 

MR. MILLS: By WRPI you're r e f e r r i n g eo 

ehe CNW s u b s i d i a r y and Che Powder R i v e r Basin 

Wescern R a i l r o a d P r o p e r c i e s , Incorporaeed? 
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MR. KING: Thac's c e r r e c t . 

2 MR. MILLS: I t i s c e r r e c c . i s i c nec. 

c h a e :. h e B u r l i n g c c n Norchern .had and has a 

4 s i n g l e - 1 ine reuce from ehe sam.e Powder R i v e r 

c 3as .in mi nes eo ehe Chicago area? 

3 MR. KING. I don'c know -^nac c h e i r 

7 r e u c e i s =3 f a r as s i n g l e - l i n e -- you're nec 

8 c a l k i n g abeue s i n g l e crack er double crack? 

c MR. MILLS: I'm c a l k i n g aboue ene 

10 r a i 1 road I n ot.her words, BN can o p e r a t e from 

11 che P o w d er R i v e r Basin s t r a i g h t t o Chicago 

12 wizhout n a n d i n g t.he t r a i n s o f f t o anot.her 

' . ) 
13 r a i l r o a d u n t i l t hey get t o Chicago. 

14 MR. KING: That's c o r r e c t . 

15 MR. MILLS: Are you aware t h a t CNW and 

16 Union Pa c i f i c handles s u b s t a n t i a " volume of 

17 Powder ~. i v 3 r B a s i n c o a l t r a f f i c f o r Comm.onweal ch 

13 -Cison? 

19 MR. ":ING: Yes. 

2C MR. y.IL^C: Are you f a m . i l i a r i n g e n e r a l 

21 w i c .h t h e moveme.nc from che Powder R i v e r Basm eo 

22 Georgia Power's plane s h a r e r s o u t h ef Aclanca, 

23 Georgia? 

24 MR. KING: Yes. 

1 

1 
25 MR. MILLS: And Chat i n v o l v e s a 

; ] 
t / 
; | --
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movement, dees i t nec -- lee ' s cake p r i e r cc che 

2 CNW mercrer. Thac m v o l v e d a movemene v i a CNW and 

3 UP ce Memphis, Tennessee, ce r r e c c ? 

4 MR. KING: Thac's r i g h c . 

MR. MILLS: And ac Memphis ehe c r a f f i c 

W..LS mcerchanged ce N o r f o l k Souchern? 

MR. KI::G; Thac's c e r r e c t . 

MR. MILLS: Are you aware CNW-UP 

9 ce.mpsted f e r t h a t move.ment wich a s m g l e - l i n e BN 

10 haul from che Powder River b a s i n eo Memphis? 

11 MR. KING: I don'e r e c a l l who chey were 

12 cem.peting w i t h f o r che conerace. 

13 MR. MILLS: Do you know wheeher Che 

14 B u r l i n g t o n N o r t h e r n p r i o r t o the CNW merger or 

today has a d i r e c t r c u t e or s i n g l e - l i n e h a u l , 1 

should s i y , from the Powder R i v e r B a s i n t o 

17 Msmchi. B 7 

18 MR. KING: Yes, they do. 

19 MR. MILLS: CNW-UP won t h a t c o n t r a c t , 

2C d i d t h e y not? 

21 MR. KING: Yes, the y d i d . 

MR. MILLS: I ' d l i k e t o ask you t o t u r n 

t o page 50 of your v e r i f i e d s t a t e m e n t . Let me 

say i n your s e p a r a t e t e s t i m o n y I com.mend you f o r 

i 25 your candor i n acknowledging the s e r v i c e problems 
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1 and t h e statem.ent t h a t you've been perhaps too 

2 a g g r e s s i v e i n the way we absorb CNW. And you 

3 m d i c a t e a t the end ef t n a t same paragraph i n 

4 which chae's d i s c u s s e d ehae, quoce, our cusecmers 

5 have been c o m p l a i n i n g , comma, as chey s h o u l d , 

€ close quoce. Do chose cuseomers i n c l u d e any c o a l 

7 CU seem, e r s , ce your knowledge? 

S MR. KING: I'm s o r r y , where are you 

5 reading? 

10 .MR. MILLS: Lase sencence of ehe f i r s t 

11 paragraph under s e p a r a t e t e s t i m o n y by Mr. King. 

12 MR. KING: .'tnd the q u e s t i o n a g a i n was? 

13 MR. MILLS: To your knowledge, do any 

14 of the customers who ha- baen c o m p l a i n i n g 

15 i n c l u d e c o a l customers? 

16 MR. KING: Yes, they do. 

17 MR. MILLS: Can you t e l l m.e which ones 

18 or g i v e me some examples? Let' s put i t t h a t way. 

19 MR. KING: There was v a r i o u s p l a n t s , 

2C Powerten, Sheboygan, Waukegan, f o r example. 

21 MR. MILLS: That would be Commonwealth 

22 Edison and W i s c o n s i n Power & L i g h t ? 

23 MR. KING: Yes. 

24 MR. MILLS: I s i t f a i r t o say t h a t 

25 d u r i n g the e n t i r e p e r i o d , two-year p e r i o d 1994 
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1995, f o r v a r i o u s reasons the Union P a c i f i c and 

2 CNW, p r i o r co che m.erger, e x p e r i e n c e a s e r v i c e 

3 problems i n h a u l i n g Powder River Basm c o a l eo 

4 ehe Midwese? 

5 MR. KING: W e l l , i t would v a r y by 

o custcmer. 

MR. MILLS: Thf.r-e were - a c a c i c y 

8 oreblem.s i ^ che Powder R i v e r Basm, were chere 

9 noc. among ceher chings? 

10 MR. KING: There was some c a p a c i c y 

11 i s s u e s , yes. 

12 MR. MILLS: Yeseerday i n response t o a 

) 13 q u e s t i o n from Mr. Hut as t o whether the Southern 

14 P a c i f i c i s p r o v i d i n g q u a l i t y s e r v i c e t o i t s 

15 F n i p p e r s , Mr. Ongerth s t a t e d , as I r e c a l l -- t h i s 

16 i s noe a d i r e c t quote, J-'it I t h i n k i t ' s c l o s e --

17 SP i s net T.aasuring up t o t h e standards thae i t 

18 set f o r i t s e l f . 

19 Could the same be s a i d f o r t h e Union 

20 P a c i f i c wieh respecc t o i t s PRB c o a l s e r v i c e 

21 d u r i n g 1994 and 1995? 

22 MR. KING: I t would v a r y a c c o r d i n g t o 

23 custom.er. There were some customers we were not 

24 doing as w e l l as v;e would have l i k e d . There were 

25 some we were do v e r y w e l l w i t h . 
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MR. MILLS: So m som.e mseances, chat 

2 statement e e u l d be s a i d of the Union P a c i f i c ' ? 

3 c o a l s erv1ce ? 

4 MR. KING: I n some i n s t a n c e s ? 

5 MR. MILLS: I ' d now l i k e t c t u r n to ene 

6 l a s t h i g h l y c o n f i d e n t i a l document. Ic i n v o l v e s 

7 -ru"Stienm- c f Mr. King, so .'.aybe we need co have 

e Mr. Ongerth and .Mr. Carey leave t h e room. 

9 I ' d l i k e t o have m.arked -- I ' d l i k e t c 

10 have marked f o r i d e n t i f i c a t i o n as King-Ongerth 

11 E x h i b i t 9 a ewo-page e x h i b i e b e a r i n g Baees 

12 numbers HC37 - 000005 and HC37 - 000006, and 

13 chey're a h i g h l y c o n f i d e n t i a l d e s i g n a t i o n . And 

14 the f i r s t l i n e on the f i r s t page reads, quote. An 

15 A n a l y s i s of t h e 1995 O r i g i n a l Budget, paren. 

16 12-1-94. c l o s e paren, on Energy T r a f f i c . And 

17 I ' l l r e c r e s e n t f o r the r e c o r d t h a t t h i s doc ".'ment 

18 was produced t o the Western Coal T r a f f i c League 

19 by -he Union P a c i f i c d u r i n g d i s c o v e r y . 

20 (King-Ongerth E x h i b i t No. 9 was 

21 marked f o r i d e n t i f i c a t i o n . ) 

22 MR. MILLS: I ' l l a l s o r e p r e s e n t f o r the 

23 r e c o r d t h a t a d d i t i o n a l pages over and above these 

24 were a l s o produced f o r d i f f e r e n t y e a r s , but t h i s 

25 document r e l a t e d t o 'S5 i s the o n l y one t h a t I 
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1 MR. McGEORGE: That s h o u l d be $1.3 

2 b i l l i o n . 

3 MR. HEMMER: Back on the r e c o r d . 

4 BY MR. McGEORGE: 

5 Q. Have you made any o t h e r guarantees t h a t 

6 you w i l l proceed w i t h these s p e c i f i c p r o j e c t s ? 

7 A. (Mr. King) Not t h a t I am aware o f . 

8 Q. I n your o p e r a t i n g p l a n you p r o j e c t 

9 c e r t a i n e f f i c i e n c i e s i n terms of reduced mileages 

or reduced t r a n s i t t i m e s , i s t h a t c o r r e c t ? 10 

11 A. (Mr. King) Yes. 

12 Q. And are .many of those e f f i c i e n c i e s 

13 dependent upon a c t u a l l y making t h e upgrades t h a t 

14 you have d e s c r i b e d , upgrades i n c l u d i n g , you know, 

15 t u n n e l enl.argements, b u i l d i n g specs, b u i l d i n g 

16 s i d i n g s , making improvements i n r a i l yards? 

17 A. (Mr. King) Many of them a r e . 

18 Q. Does t h a t mean t h a t i f f o r some reason 

•J.9 t h e c o n s t r u c t i o n p r o j e c t s were not t o proceed, 

20 t h a t we we^xa have t o r e v i s e t he t r a n s i t times and 

21 mil e a g e s t h a t are i n d i c a t e d •'n the o p e r a t i n g 

22 p l a n s ? 

23 A. Of course, t h i s i s based on '94 t r a f f i c 

24 1<: ve JLS . 

25 Q. Yes. 
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A. (Mr. King) So when t h i s merger i s 

approved, t h e n you l o o k a t the volumes cut t h e r e 

now. Some of them may ad'just because t r a f f i c 

f l o w s may have changed or customers may have 

changea and t h i n g s l i k e t h a t . So some of them may 

have t o b"" adapted. 

And we a l s o haven't worked t h r o u g h the 

i m p l e m e n t a t i o n of the schedule of when they w i l l 

be done. So t h e r e , because once i t i s approved, 

then we go t h r o u g h t h e impleir- ' a t i o n of which, 

the p r i o r i t i z a t i o n of which Oi.̂ ^3 w.^11 be done. 

Q. f es. 

A. (Mr. King) So t h a t may s h i f t i n t h e r e , 

a l s o . 

Q. Okay. I am g o i n g t o focus j u s t on one of 

those p r o j e c t s f o r a second. Tne t r a c k 

c o n s t r u c t i o n on t h e Sunset r o u t e . That i s about a 

hundred m i l e s , i s t h a t r i g h t ? 

A. (Mr. Sm.ith) Are you t a l k i n g about 

bei..*een El Paso and West Colton? 

Q. Yes. I am g o i n g t o your t i b l e on page 23 

f o r my r e f e r e n c e . 

A. \Mr. King) Okay. 

Q. Okay. I t says over a hundred. I mean, 

do you miean i f i t ' s about a hundred, or 

ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 14th ST,, N,W., 4th FLOOR / WASHINGTON, D.C. 2000S 



CERTIFIED COPY 

f ^ ALDERSON REPORTING COMPANY, INC. 
(202)289-2260 (800) FOR DEPO 

1111 14th ST., N.W., 4th FLOOR / WAoHINGTON, L.U.. 20005 

1 

1 BEFORF il^E 

2 SURFACE TRANSPORTATION BOARD 

3 Finance Docket No. 32760 

4 UNION PACIFIC CORPORATION. UNION PACIFIC RAILROAD 

5 COMPANY AND MISSOURI PACIFIC RAILROAD COMPANY 

g -- CONTROL MERGER --

7 SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN 

PACIFIC TR.VNSPORTATION COMPANY, ST. LOUIS 

9 SOUTHWESTERN RAILWAY COMPANY. SPCSL CORP. AND THE 

10 DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY 

HIGHLY CONFIDENTIAL 

2_2 Washington, D.C. 

3_3 Thursday, February 8, 1596 

14 D e p o s i t i o n of R.B. (BRAD) KING and 

15 MICHAEL D. ONGERTH, w i t n e s s e s h e r e i n , c a l l e d t o r 

16 e x a m i n a t i o n by counsel f u r t h e P a r t i e s i n the 

17 a b o v e - e n t i t l e d m a t t e r , p u r s u a n t t o agreement, the 

18 w i t n e s s e s b e i n g du,.y sworn hy MARY GRACE PRESTO, 

19 RPR. a N o t a r y P u b l i c i n and "or t h e D i s t r i c t of 

20 Columbia, t a k e n at the o f f i c e . s of Covington i 

21 B u r l i n g , .201 Pennsylvania Avenue. N.W., 

22 Washington. D.C., 20044, a t 10.20 a.m.. Thursday, 

23 February 8, 1996, and the p r o c e e d i n g s b e i n g taken 

24 down by Stenotype by MARY GRACE PRESTO. RPR, and 

25 t r a n s c r i b e d under her d i r e c t i o n . 



224 

1 Colorado and Utah t h a t may oc c u r i n the next f i v e 

2 y e a r s . 

3 MR. HEMMER: Object t o t h e e x t e n t t h a t 

4 c a l l s f o r . what I might c a l l reguJ.atory 

5 c o n c l u s i o n . But i n any eve n t , go ahead. 

6 MR. KING: W e l l , on t h e Powder R i v e r 

7 Basin, t h e i r t r a i n s are i n t h e d e n j i t y as f a r as 

8 growth and I'm uot aware of any g r o w t h m t h e r e . 

9 On the SP o r i g i n s , I'm not aware o f any growth i n 

10 t h e r e e x c e p t when we loo k e d a t t h e KP and t h i n g s 

11 l i k e t h a t , those c r a i n s were caken i n t o 

12 c c n s i d e r a t i o n but I don't knew o: any growth 

13 p r o j e c t i o n s . 

14 MR. MILLS: There has been a 

15 s i g n i f i c a n t g r o w t h i n r e c e n t y e a r s i n the Powder 

16 R.ver B a s i n c o a l t r a f f i c o r i g i n a t e d by the Union 

17 P a c i f i c , has t h e r e not? 

18 MR. KING: Yes, t h e r e has. 

19 MR. MILLS: I'm g o i n g t o r e f e r t c a 

20 h i g h l y c o n f i d e n t i a l e x h i b i t . 

21 MR. HEMMER: Which r a i l r o a d ? 

22 MR. MILLS: Union P a c i f i c . 

23 MR. HEMMER: Mr. Ongerth, do you want 

24 t o excuse y o u r s e l f f o r a moment? 

(Messrs. Ongerth and Carey e x i t 25 
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1 d e p o s i t i o n room.) 

2 ( D i s c u s s i o n e f f t h e r e c o r d . ) 

3 MR. HEMMER: I have agreed t o make a 

4 statement r e g a r d i n g the n a t u r e of t h e 

5 a p p l i c a t i o n , which i s i d e n t i c a l t o a p p l i c a t i o n s 

6 f i l e d i n a l l o t h e r merger p r o c e e d i n g s i n t h e l a s t 

7 15 years or so. 

8 The a p p l i c a e i o n i s i n t e n d e d t o i s o l a t e 

9 and i d e n t i f y t he e f f e c t s of a UP/SP c o m b i n a t i o n . 

10 I t IS i n t e n d e d t o i d e n t i f y t h e e f f e c t s on 

11 t r a f f i c , t h a t i s , by extended h a l l s , on t h e 

12 development of new m a r k e t i n g o p p o r t u n i t i e s , which 

13 miy r e s u l t i n the c r e a t i o n o f new r a i l t r a f f i c , 

14 and the development of i n t t r m o d a l d i v e r s i o n s , a l l 

15 of which g e n e r a t e d new t r a f f i c f o r UP/SP system. 

16 I n c h i s case, i t has an a d d i t i o n a l f e a t u r e , which 

17 i s chat i t l o o k s at the l o s s of about a h a l f a 

18 b i l l i o n d o l l a r s of BN/Santa Fe t r a f f i c a s s o c i a t e d 

19 w i t h t h e s e t t l e m e n t agreement. 

20 A l l of t h a t , however, focuses on 

21 a -- i s i n t e n d e d t o l o o k a t t h e e f f e c t s of the 

22 merger i n i s o l a t i o n . No a t t e m p t was m-de. and we 

23 understand t h a t commission r e g u l a t i o n s d i d not 

24 contemplate, but no att e m p t was made t o l o o k at 

25 f u t u r e changes i n t r a f f i c of any k i n d , i n c l u d i a g 
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1 i n c r e a s e s i n I'owder R i v e r B a s i n c o a l t r a f f i c . 

2 Colorado and Utah c o a l t r a f f i c , lumber t r a f f i c , 

3 i n t e r m o d a l t r a f f i c , st'^amship t r a f f i c c r any 

4 o t h e r t y p e , nor was any a t t e m p t made t o l o o k a t 

5 the ty p e s of c a p a c i t y improvements, change-^ i n 

6 o p e r a t i o n s and new o p e r a t i n g p a t t e r n s t h a t would 

7 be expe c t e d t o be a s s o c i a t e d w i t h a l l of those 

8 f u t u r e changes, which, f r a n k l y , we hope w i l l 

9 occur. 

10 A l l we were c r y i n g t o do here, and as 

11 we u n d e r s t a n d i t , a l l the Commission's 

12 r e g u l a t i o n s contemplate i s l o o k i n g a t the e f f e c t s 

^ 13 of th e UP/SP merger i n i s o l a t i o n based on a set 

14 ot base year t r a f f i c s t a t i s t i c s . I f my 

15 c o l l e a g u e s from the Southern P a c i f i c have any 

16 o t h e r p e r s p e c t i v e s or supplements, I would be 

d e l i g h t e d t o have them add tham. 

MR. NORTON: No I t h i n k t he p o i n t t o 

make t o be c l e a r i s t h a t t h e u n i v e r s e i s governed 

by t h e 1994 t r a f f i c . 

21 MR. HEMMER: That's r i g h t . 

22 MR. NORTON: And how i t would be 

23 r e d i s t r i b u t e d under the changes. 

24 MR. MILLS: So changes i n a r o u t i n g , 

25 f o r example, t h a t a r i s e because of the merger 

17 

18 

19 

20 
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1 would be co n s i d e r e d , would t h a t be c o r r e c t ? 

2 MR. HEMMER: Because of the merger, 

3 yes . 

4 MR. MILLS: But not d i e t o extraneous 

5 f a c t o r s ? 

6 MR. HEMMER: That ' s r i g h t . So, f o r 

7 example, i f i t o c c u r r e d out i n t h e r e a l w o r l d 

8 t h a t a v a s t new c o a l scene were t o be found i n 

9 western Colorado and t h a t r e q u i r e d an e n t i r e l y 

10 d i f f e r e n t way t o approach r a i l o p e r a t i o n s t o 

11 t r a n s p o r t t h a t c o a l , c h a t ' s n o t c o n s i d e r e d h e r e . 

12 MR. MILLS: That w i l l s h o r t e n my 

^ 13 q u e s t i o n i n g t o some e x t e n t . Thank you. 

14 MR. HEMMER: Thank you. 

15 MR. MILLS: Mr. K i n g , l e t mt ask you 

16 t h i s . 

17 MR. NORTON: Would you l i k e them t o 

18 come back in? 

19 MR. MILLS: Yes. 

20 (Messrs. Ongerth and Carey r e e n t e r 

21 d e p o s i t i o n room.) 

22 MR. MILLS: Mr. K i n g , i s i t c o r r e c t i n 

23 the year 1995 the Un.\on P a c i f c o r i g i n a t e d 

24 a p p r o x i m a t e l y 100 m i l l i o n t o n s of Powder R i v e r 

25 Basin coal? 

,) 
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BEFORE THE 
SURFACE TRAIISPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AFD MISSOURI PACIFIC RAILROAD COMPANY 

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

TRANS-̂ ORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMIANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RP.ILROAD COM.PANY 

"1 

APPLICANT.̂ ' SUBMISSION OF SETTLEMENT AGREEMENT WITH CMA 

Union P a c i f i c Corporation ("UPC"), Un:.on P a c i f i c 

Railroad Company ("UPRR"), Missouri P a c i f i c Railroad Company 

("MPRR"),i' Southern P a c i f i c Rail Corporation ("SPR"/, Sout^^rn 

Pacific Transportation Comi .ny ("SPT"), St Louis Southwestern 

Railway Company ("SSW"), SPCSL Corp. ("SPCSL"), and The Deiver 

and Rio Grande Western Railroad Company ("DRGW"),̂ / hereby 

submit the attached .settlement that they have reached w i t h the 

Chemical Manufacturers' Association. Applicants w i l l address 

t h i s important settlement i n t h e i r r e b u t t a l f i l i n g . 

UPC, UPRR, and MPRR are referred to c o l l e c t i v e l y as "Union 
Pa c i f i c . " UPRR and MPRR are r e f i r r e d to c o l l e c t i v e l y as "UP." 

2/ SPR, SPT, SSW, SPCSL and DRGW are re f e r r e d to c o l l e c t i v e l y 
as "Southern P a c i f i c . " SPT, SSW, SPCSL and JRGW are r e f e r r e d to 
c o l l e c t i v e l y as "SP." 
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SETTLEMENT AGREEMENT 

This Settlement Agreement i s entered i n t o t h i s IBth day of 
A p r i l 1996 among 

Union Pacific Corporation, Union Pacific Railroad Company 
and Missouri P a c i f i c Railroad Company, Southern P a c i f i c Rail 
Corporation, Southern Pacific Transportation Company, St. 
Louis Southwestern Railroad Company, SPCSL Corp. and The 
Denver & Rio Grande Western Railroad Com.pany { c o l l e c t i v e l y , 
"Applicants," w i t h Union Pacific Railroad Company and 
Missouri P a c i f i c Railroad Company referred to c o l l e c t i v e l y 
as "UP," Southern Pacific Transportation Company, The Denver 
Sc Rio Grande Western Railroad Company, St. Louis 
Southwestern Railroad Company and SPCSL Corp. r e f e r r e d to 
c o l l e c t i v e l y as "SP," and UP and SP refe r r e d to c o l l e c t i v e l y 
as "UP/SP"); 

Burlington Northern Railroad Company and The Atchison, 
Topeka and Santa Fe Railway Company ( c o l l e c t i v e l y , "BN/Santa 
Fe"); and 

the Chemical Manufacturers Association ("CMA"), 

concerninj the proposed a c q u i s i t i o n of Southern P a c i f i c R a i l 
CorTjoratien by UP Acqu i s i t i o n C rporation, and the r e s u l t i n g 
common contr o l of UP and SP pursuant to the a p p l i c a t i o n pending 
before the Surface Transportation Board ("STB") i n Finance Docket 
No. 3276C, Union P a c i f i c Corp.• Union Pacific R.R. & Missouri 
P a c i f i c R.R. -- Control & Merger -- Southern P a c i f i c R a i l Corp.. 
Southern F q c i f i c Transportation Co.. St. Louis Southwestern Ry., 
SPCSL Corp. & Denver & Rio Grande Western R.R. ("the Control 
Case"). 

WHEREAS, Applicants entered i n t o a Settlement Agreement i n 
the Control Case wi t h BN/Santa Fe dated September 25, 1995, as 
l a t e r amended ("the BN/Santa Fe Settlement Agreement"); ard 

WHEREAS, CMA had certain concerns about the BN/Santa Fe 
Settle.nent Agreement and raised those concerns with Applicants; 
and 

WHEREAS, Applicants ' sh to address those concerns and to 
convince CMA to withdraw i t s opposition to the proposed UP/SP 
merger, 

NOW THEREFORE, i n consideration of t h e i r mutual promises. 
Applicants, BN/Santa Fe and CMA agree as follows: 

1. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to grant BN/Santa Fe overhead trackage r i g h t s (a) over UP's l i n e 
between Houston, Texas, and Valley Junction, I l l i n o i s , v i a 
Pales-.ine, Texas, (b) over SP's l i n e between Fair Oaks, Arkansas, 
and Valley Junction, I l l i n o i s , and (c) over UP's l i n e between 
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Fair Oaks and Bald Knob, Arkansas. These r i g h t s s h a l l be fo r 
t r a f f i c moving to or from points south of Bald Knob and Brinkley, 
Arkansas. Local access s h a l l be l i m i t e d to that provided f o r i n 
Section 6c of the BN/Santa Fe Settlement Agreement. 

2. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to grant BN/Santa Fe the r i g h t to serve any new shipper f a c i l i t y 
located subsequent to the consummation of the UP/SP merger on any 
SP-owned l i n e over which BN/Santa Fe receives trackage r i g h t s i n 
the BN/Sant,i Fe Settlement Agreement. New f a c i l i t i e s do not 
include expansions of or additions to e x i s t i n g f a c i l i t i e s or 
load-out.'3 or transload f a c i l i t i e s . Each r a i l r o a d e l e c t i n g to 
serve such a new f a c i l i t y s h a l l share equally i n any c a p i t a l 
investment necessary to provide r a i l service to the f a c i l i t y . 

3. E f f e c t i v e i-pon consummation of the UP/SP merger, UP/SP 
sh a l l modify any contracts w i t h shippers at " 2 - t o - l " points i n 
Texas and Louisiana so that at least 50% of the volume i s open to 
BN/Santa Fe. 

4. (a) The BN/Santa Fe Settlement Agreement s h a l l be 
amended to provide f o r a reciprocal switch charge at " 2 - t o - l " 

A points of no more than $13 0 per car. This charge s h a l l be 
' adjusted upward or downward each year on the basis of 50% of 

RCAF{U). 

(b) In a d d i t i o n , e f f e c t i v e upon consummation of the UP/SP 
merger, a l l SP re c i p r o c a l switch charges with other r a i l r o a d s 
(other than those at " 2 - t o - l " points) that are higher than $150 
per car s h a l l be reduced to no more than $150 per car. This 
charge s h a l l be adjusted upward or downward each year on the 
basis of 50% of RCAF(U). 

5. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to specify tbat BN/Santa Fe s h a l l have equal access to Dayton 
Yard, on economic terms ro less favorable than the terms of 
UP/SP's access, f o r 3 t o r a g e - i n - t r a n s i t of t r a f f i c handled by 
BN/Santa Fe pursuant to the Agreement, and that UP/SP s h a l l work 
wi t h BN/Santa Fe to locate a d d i t i o n a l s t o r a g e - i n - t r a n s i t 
f a c i l i t i e s on the trackage r i g h t s lines as necessary. 

6. (a) UP/SP s h a l l place 100% of the t o t a l trackage 
r i g h t s fees received from BN/Santa Fe with respect to the l i n e s 
i n Texas, Louisiana, Arkansas, Missouri and I l l i n o i s over which 
BN/Santa Fe w i l l receive trackage r i g h t s i n a segregated fund to 
be spent on (a) maintenance on those l i n e s , (b) o f f s e t t i n g 
depreciation of those l i n e s , and (c) c a p i t a l improvements on 
those l i n e s . I f UP/SP's expenditures f o r maintenance, 

) depreciation and c a p i t a l improvements on the trackage r i g h t s 
/ l i n e s i n those states exceed the amount i n the segregated fund, 
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UP/SP s h a l l f i r s t be reimbursed f o r the excess out of future 
trackage r i g h t s f-ues before making f u r t h e r payments i n t o the 
fund. The costs f o r accounting necessary to administer t h i s 
provision may also be charged to the segregated fund. 
Maintenance, depreciation and c a p i t a l improvements expenditures 
s h a l l include standard additives. CMA or i t s designee s h a l l have 
the r i g h t to audic these calculations. 

(b) UP/SP s h a l l place 100^ of the t o t a l trackage r i g h t s 
fees received from BN/Santa Fe v i t h respece to the l i n e s i n 
states other than Texas, Louisiaia, Arkansas, Missouri and 
I l l i n o i s over which BN/Santa Fe w i l l receive trackage r i g h t s i n a 
segregated fund to be spent on (a) maintenance on those l i n e s , 
(b) o f f s e t t i n g depreciation of those l i n e s , and (c) c a p i t a l 
improvements on those l i n e s . I f UP/SP's expenditures f o r 
maintenance, depreciation and c a p i t a l improvements on the 
trackage r i g h t s l i n e s i n states other than Texas, Louisiana, 
Arkansas, Missouri and I l l i n o i s exceed t h^ amount i n the 
segregated fund, UP/SP s h a l l f i r s t be reimbursed f o r the excess 
out of future trackage r i g h t s fees before making f u r t h e r payments 
i n t o the fund. The costs f o r accounting necessary to administer 
t h i s provision may also be paid out of the segregated fund. 
Maintenance, depreciation and c a p i t a l improvements expenditures 
s h a l l include standard additives CMA or i t s designee s h a l l have 
the r i g h t to audit these calculations. 

7. Section 12 of the EN/Santa Fe Settlement Agreement 
sh a l l be amended to provide that BN/Santa Fe's trackage i-ights 
fees s h a l l be adjusted upward or downward each year by the 
difference between the year i n questio.n and the preceding year i n 
UP/SP's system average URCS costs f o r tu? categories of 
maintenance and operating costs covered by the fee. CMA or i t s 
designee s h a l l have the r i g h t to audit the escalation 
calculations. 

8. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to give BN/Santa Fe the r i g h t to handle t r a f f i c of shippers open 
to a l l of UP, SP and KCS at Lake Charles and West Lake, 
Louisiana, (a) to, from and via IJew Orleans, and (b) to and from 
points i n Mexico, w i t h routings via Eagle Pass, Laredo (througn 
interchange with Tex Mex at Corpus C h r i s t i or Robstown), or 
Brownsville, T xas. BN/Santa Fe access to the covered shippers 
at Lake Charles and West Lake sh a l l be on the same basis as i s 
provided f o r i n the BN/Santa Fe Settlement Agreement f o r " 2 - t o - l " 
points, except that at West Lake BN/Santa Fa s h a l l be required to 
pay a fee to UP/SP equal to the haulage fee that UP must now pay 
to KCS to access the t r a f f i c , adjusted per Section 12 of the 
BN/Santa Fe Settlement Agreement. The BN/Santa Fe Settlement 
Agreement s h a l l also be at,.ended to give PN/Santa Fe the r i g h t to 
handle t r a f f i c of shippers open to a l l of UP, SP and KCS at 
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Texarkana, Texas/Arkrnsas, and Shreveport, Louisiana, to and from, 
the Memphis BEA (BEA i,".) , but not including proportional, ^ 
combination or Rule 11 rates v i a Memphis or other points i n the 
Memphis BEA. 

9. Applicants s h a l l agree w i t h BN/Santa Fe on a 
dispatching protocol f o r the trackage rights, under the BN/Santa 
'='e Settlement Agreement along s u b s t a n t i a l l y the li n e s of 
Attachment A hereto 

10. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to specify t h a t , i n the Houston-Memphis-St. Louis c o r r i d o r , 
BN/Santa Fe has the r i g h t to move some or a l l of i t s t r a f f i c v i a 
i t s trackage r i g h t s over e i t h e r the UP l i n e or the SP ne, at 
i t s d i s c r e t i o n , f o r operating convenience. 

11. Section 4b of the BN/Sauca Fe Settlement Agreement 
sh a l l be amended by adding at the end thereof: "BN/Santa Fe's 
access and interchange r i g h t s at Corpus C h r i s t i and Brownsvilie 
must be at least as favorable at. SP has cu r r e n t l y . BN/Santa Fe 
sh a l l have d i r e c t access to the Port of Brownsville, the 
Brownsville and Rio Grande I n t e r n a t i o n a l Railroad, and 
Ferrocariles Nacionales de Mexico. BN/Santa Fe s h a l l have the 
r i g h t to purchase f o r f a i r market value a yard at Brownsville to 
support trackage r i g h t s operations." 

12. The BN/Santa Fe Settlement Agreement s h a l l be amended 
to specify that (a) BN/Santa Fe has the r i g h t to serve a l l 
shippers that were open to j^oth UP and SP, whether via d i r e c t 
service or v i a r e c i p r o c a l switching, j o i n t f a c i l i t y or other 
arrangements, and no other r a i l r o a d when the BN/Santa Fe 
Settlement Agreement was signed, regardless of how long ago a 
shipper may have shipped, or whether a shipper ever shipped, any 
t r a f f i c v i a e i t h e r UP or SP; and (b) BN/Santa Fe has the r i g h t to 
3erve new f a c i l i t i e s located with'n the geographic boundaries of 
the " 2 - t o - l " points, as defined i n the BN/Santa Fe Settlement 
Agreement, incl u d i n g but not l i m i t e d to s i t u a t i o n s where, when 
the BN/Santa Fe Settlement Agreement was signed, a f a c i l i t y was 
being developed, or land had been acquired f o r that purpose, w i t h 
the contemplation of receiving r a i l service by both UP and SP. 
With regard to (b), where switching l i m i t s e x i s t at a " 2 - t o - l " 
point, they s h a l l define the area w i t h i n which BN/Santa Fe has 
the r i a h t to serve new f a e i l i t i e s , and where switching l i m i t s , do 
not e x i s t , the covered area s h a l l be defined on the basis of what 
would have been reasonable switching l i m i t s . 

13. This p r o v i s i o n applies to any CMA member ("the 
Shipper") that 

(a) has a f a c i l i t y that was p r i o r to the confjummation of 
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the UP/SP merger, solel y served by UP, and seeks, i n order 
to obtain two-railroad service, the r i g h t to b u i l d out from 
that f a c i l i t y to (or the r i g h t f o r BN/Santa Fe to b u i l d i n 
to that f a c i l i t y from) a point on the former SP ("tne Buil d -
i n Point") and che associated grant to BN/Santa Fe of any 
trackage r i g h t s thac may be necessary f o r BN/Santa Fe to 
reach the B u i l d - I n Point, or 

(b) has a f a c i l i t y chat was, p r i o r to the consummation of 
the UP/SP merger, solely served oy SP, and seeks, i n order 
to obtain two-railroad service, the r i g h t to b u i l d out from 
that f a c i l i t y to (or the r i g h t f o r BN/Santa Fe to b u i l d i n 
to that f a c i l i t y from) a point on the former UP ("the Build-
i n Point") and the associated grant to BN/Santa Fe of any 
trackage r i g h t s that may be necessary f o r BN/Santa Fe to 
reach the B u i l d - i n Point. 

The Shipper may request a r n i t r a t i o n of a claim f or such r e l i e f by 
the l a t e r of ( i ) one year following consummation of the UP/SP 
merger, or ( i i ) one year following the ex p i r a t i o n of the contract 
i n existence as of the date of t h i s settlement that has the 
la t e s t e x p i r a t i o n . The a r b i t r a t i o n s h a l l be conducted undt^r the 
Commercial A r b i t r a t i o n Rules of the American A r b i t r a t i o n 
Association, and s h a l l be subject tc the U.S. A r b i t r a t i o n Act. 
The a r b i t r a t i o n s h a l l be concluded w i t h i n 90 days unless 
otherwise agreed t o between the shipper and UP/SP. The standard 
f o r decision as to whether the Shipper s h a l l be e n t i t l e d to 
r e l i e f s h a l l be the p r i n c i p l e s with regard to b u i l d - i r s 
a r t i c i l a t e d by the I n t e r s t a t e Comimerce Commission i n F.^nance 
Docket No. 32549, Decision served Aug. 23, 1995, or, i f more 
favorable to the Shipper, any p r i n c i p l e s w i t h regard to b u i l d - i n s 
a r t i c u l a t e d by the STB i n the Control Case. I f the p a r t i e s do 
not agree on the oute over which Br/Santa Fe s h a l l receive any 
nera.'^sary trackage r i g h t s to reach the Point of Bu i l d - I n , the 
a r b i t r a t o r s h a l l decide the route, and i n doing so s h a l l seek to 
minimize the operating inconvenionce to UP/SP, consistent wich 
ensuring that BN/Santa Fe can provide com.petitive service. The 
compensation terms of any trackage r i g h t s awarded to BN/Santa Fe 
sh a l l be the same as f o r a l l other BN/Santa Fe trackage r i g h t s 
(except Keddie-Stockton) under the BN/Santa Fe Settlement 
Agreement. The r i g h t s conferred by t h i s provision s h a l l be 
without prejudice t o any pending request f o r r e l i e f i n the 
Control Case and to any other r i g h t s a shipper has to proceed 
before the STB. 

14. Applicants w i l l , i n a submission to the STB, state that 
ti-.ey are agreeable t o annual STB oversight proceedings f o r f i v e 
years, wit h the Board to exa.nine whether the BN/Santa Fe 
Settlement Agreement ha*; f=»flectively addressed the competitive 
issues i t was intended to address. The Board s h a l l have 
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authority to Impose additional remedial conditions. 

15. In light of the provisions of this agreement, CMA w i l l 
withdraw i t s opposition to the UP/PP merger and the BN/Santa Fe 
Settlement Agreement. A number of CMA's member companies hav« 
taken positions in support of or in opposition to the UP/SP 
merger. This settlement i s without prejudice to the right of ajxy 
CMA member company that i s a party to the Control Case to 
continue to take any poaition and seek any relief in that docket. 

16. The provisions of this agreement shall remain in effect 
for 99 yeara or until the tennination of the BN/Santa Fe 
Settlement Agreement in accordance with i t s terms. 

•Arvid E. Roach I I 
Covington & Burling 

goT^nsel for Applicants 

Richard E. Weicher 
Vice President-Law and General Counael 
BN/Santa Fe 

cotingeyfor BN/Santa Fe 

David F. Z o l l , 
V i c e President 

1 
General Counsel 

E, Schick 
ant j9eHe?pl Counsel 

Scott N. Stone 
Patton Boggs L.L.P. 

Q̂nnggl Cor CMA 

|19-»pr-9i 1;d6«| 



'Apr. 18. 1996 2:31PM No. 2040 P. 2/2 

- fi -

authority bo Inpoae jiddltional remedial conditiona. 

15. In li^ht ot tha proviaions of thla agreesiftnt, CMA will 
withdraw ita oppoaition to tha UP/SP nsrgar and ths BN/Santa Fe 
Sattlemont Agreaoiant. A numbor of CMA'a member coopaniea hav« 
calean pQaitiona in aupport of or in opposition to tha U1?/SP 
tnergar. Thia aattlamant ia without prejudice to the right ot any 
CMA menber company rhat is a party to the Control Caae to 
continue to take any position and. aeck any relief in that doeket. 

16. Tha provisions of this agreeosent ahall reaudn in effect 
for 99 years or uiitxl the ter'oinatian of the BSf/Santa Fe 
Settlement Aoreeoxint in accordance with its tc 

Arvid E. Roach ZT 
Covington 6 Burling 

Richard E. Wsicher 
Vice President-Law and General Counsel 
BN/Santa Fe 

(;;eninael for BW/Santa Fe 

David F. ZoU — — — — — — 
Vice President and General Counsel 
CMA 

Thomaa B. Schick 
Aaaiecant General Counael 
CMA 

Scott N. Stone 
Patton Bogga L.L.P. 

Counael for CMA 

SMitant t NOi9Nino3_«oiiJ__ 
|ia-Apr-96 3;3<P1 



ATTACHMENT A 

DR.AFT - .Apr.l 12. 19% 

BNSF - UP/SP DISP.\TCHING PROTOCOLS 

1. Scope: These protocols apply on all rail line segments where Burlington Northern 
Railrocd Company or The .Atchison. Topeka & Santa Fe Railway Company (which will 
be referred to jointly or individually as •'SNSF") has trackage rights ovti tracks ofthe 
entity or entities resulting from the merger ofthe rail aff.liates of Union Pacific 
Corporation and Southem Pacific Rail Corporation (w hich v /ill be referred to jointly or 
individually as ' UP'SP") and on all rail line segmenr. Ahe-e UP/SP has trackage rights 
over tracks of BNSF. All such rail lines will be referred to as "'joint trackage." 

2. Purpose; To ensure that BNSF and UP'SP trains operating on joint trackage are given 
equal dispatch without any cis( i .anation in promptness, quality of service or efficie.ncy 
and that the competitiveness of tenant operations on joint trackage is not adversely 
affected by the fact that the other railroad owns the track. 

3. General Instructions; BNSF and UP/SP will issue written instructions to all personnel 
(including supe.visors) responsible for train dispatching on joint trackage that trains of 
the tenar* are lo be dispatched exactly as if they were trains of the owner and given equal 
treatment with trains ofthe owner. These instructions will be i -sued at agreed intervals or 
at the request of either party. 

4. Monitor ing Systems; At the request and expense of the tenant, the owner will make 
availabie computer terminals, facilities or capabilities comparable to those available to its 
ow n dispatchers showing joint trackage ii dispatches so that the tenant can monitor the 
handling of its tiains by the owner. 

5. Train Information: The tenant will provide to the owner, and regularly uodate, 
information about its txpected train operations and sciedules (including priorities, time 
commitments, horsepower per trailing ton, etc.) over joint trackage, preferably using 
electronic data interchange. The tenant will provide reliable and current information 
about trains approaching joint trackage, including train arrival dme and train 
characteristics, preferably by providing at its expense computer terminals, facilities or 
cû  bilities showing trains approaching joint trackage, sufficiently in advance to allow 
dispatchers to plan for them. The owner will provide fo the tenant advance notice of 
planned maintenance-of-way projects, line closures and train or equipm.ent restiictions. 

Specific Instructions; The owner will permit the tenant to transmit instructions 
regarding the requirements of specific trains and shipments to dispatching employees 
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responsible for handling those trains. 

7. Train Priorities: BNSF and UP'SP wi' at all times provide to each other current 
procedures for cssigning dispatching priorities or rankings to their trains and information 
sufficient to show how tlicse procedures are applied to their own trains. The tenant will 
assign pri./rities or rankings :o its trains operating on joint trackage using the ovvner's 
procedures, and the owner wiM dispatch tenant trains in accordance with those priorities 
or rankings. The Joint Service Committee will be responsible for reviewing these 
assignments to ensure that they are applied equitably by both railroads. 

8. Entry to .Joint Trackage: At points where tenant trains enter joint trackage, entry will 
be provided by the owner on ̂  first-come, first-sei-ved basis, taking into consideration the 
relative priorities of affected trains and the specific needs and operating characteristics of 
individual trains of both railroads. [If operating circumstances make strict application of 
thi? principle difficult or uncertain, BNSF and UP/Sr may j'^intly establish standards for 
determining sequence of enfry to j.oint trackage.] 

9. Communications: BNSF and UP/SP will provide to each other, and keep current, lists 
of dispatching personnel responsible for dispatching each segment of joint trackage and 
contact numbers. For each segment. BNSF and UP/SP will designate supervisory-
employees 10 serv e as the day-to-day cont.icts for communications about operating 
changes, service requests and concems. Where feasible and economical, dedicated phone 
lines or computer links will be established for these communications. 

10. .Access to Dispatching Centers: .Appropriate officials of either railroad will be 
admitted at any time to d'spatching facilities and persormel ofthe other responsible for 
dispatching joint trackage to review the handling of trains on joint trackage and w ill be 
provided an office in the other railroad's dispatching center (although both railroads will 
take reasonable steps to prevent disclosure of proprietary information not relevant to that 
review). In order to support BNSF operations over UP/SP trackage rights granted in 
connection with the UP/SP merger, UP/SP will pay BNSF an amount equal to the 
reasonable and conventional salary of one supervisory employee to be placed by BNSF at 
UP/SP's I 'arrinian dispatching center. 

11. Performance .Measurement; BNSF and UP/SP will cooperate to develop train 
performance evaluation methods under which train performance of tenant trains on joint 
trackage segments can be compared to train performance ofthe owner's trains on the 
same segments. 

12. Personnel Incentives and Evaluation; In evaluating the performance of employees 
and supervisors responsible for dispatching joint trackage, both BNSF and UP/SP will 



i 

-3 

consider train performance of tenant trains and effectiveness in cooperating with tenant 
personnel and meeting tenant serv ice requirements in the same manner as such factors are 
considered w ith respect to the owner's trains, personnel and requirements. If bonuses, 
raises or salaries of those persons are affected by performance ofthe owner's trains, 
performance of tht tenant's trains shall be considered on the same basis to the extent 
feasible. 

13. Disagreements: The designated ccntact supervisors are expected to raise questions, 
disagreements, concems or disputes about compliance with these protocols promp ly as 
and when any such matters arice and to use their best efforts to resolve them. If a matter 
is not resolved to the satisfaction of both parties, it will be presented to the Joint Service 
Committee. If a satisfactory resolution cannot be achieved by the Joint Service 
Cui-rmitfe.;, the matter will be submitted to binding summary arbitration before a neutral 
experienced railroad operating official within fourteen days. The parties will agree in 
advance on the sanctions available to the arbitrator to address failures to comply with 
these proioco'.s. 

^ 14. Modifications; As the ultimate objective of these protocols is the equal, flexible and 
efficient h.andling of all trains ol both railroads on joint trackage, these protocols may be 
modified at any time by mutual agreement, consistent with that objective. 
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w n i T c i r s o t R c c r D I A L N U M U C P 

A p r i l 17 , 1996 (202) 434-4144 

Vernon A- Williams 
Secreta:-y 
Surfr.ce TremsportaticT Board 
ROOM 2215 
l-̂ .ch St. & ConFtitution Ave. , NW 
Washington, DC 2 0423 

Re: UP/SP Merger^ Finance Docket No. 3276 ; 

Dear Mr. Williams: 

o 

Enclosed herewith, please f i n d f i v e copies of the extracts 
from the deposition testimony c i t e d i n the Cominents of The 
Society of the P l a s t i c s Industry, Inc., (SPI), Montell USA, Inc. 
ar.d Olin Corporation, and Union Carbide Corporation. This i s 
forwarded i n response t o the request of Mr. Koncschrik, set f o r t h 
j.n his l e t t e r of A p r i l 9, 1996 t o Judge Jerome N. Nelson, and 
pursuant \.o tne Order entered by Judge Nelson at the Discovery 
Confereni:.-e held cn Friday, A p r i l 12, :996. 

Ina^ uc;h as the enclosed extracts r e p l i c a t e the record on 
f i l e with the Doara, ^ee 49 C.F.R. § llj.4.24(h) and 1114.28, see 
also UP/SP-197, these are being submitted f o r sta'^f conv.^nience 
only. Ac'::ordingly, thev bear the same numbers as the March 29, 
1996 f i l i n g s ( S P I - l l , M6N-2/OLIN-2, UCC-6), w i t h the designation 
"Supp" f o r supplement. Pursuant to Judge Nelson's Order, no 
service i s being made hereof, except we are providing courtesy 
copies of t h i s l e t t e r as noted below. 

il y yours, 

Enclosures 

cc (w/out enc.) David M. Konschnik, n i r e c t o 
O f f i c e of ProreodingL: 

Honorable Je.cme N. Nelson 
Arvid E. Ro cn I I , Esquire 
Paul A. Cunningham, Esquire 
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\ 

V Richard J. Barber 
/ RoIIin Bredenberg 
/ Richard K. Davidson 
V James S. Gehrinp 
y Gerald Grinstei i 
J Carl R. Ice 
/ Neal D. Owen 

Richard B. Peterson 
John H. Rebensdorf 

/ Richard D. Spero 
. Robert Willig 
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Item Nc. 

Page Count 
luTMAN SANDERS LLP 

A T L A W 

9 9 9 P E A C H T R F E STREET, M E S U ' T F /SO 
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April 18, 1996 

HAND DELIVERED 

Mr. Vemon A. Williruns 
Surface Tmr«^portation Board 
Case Control Branch 
Room 2215 
1201 Constitution Avenue, N.W. 
Washingtrn, D.C. 20423 

Re- Finance Docket No. 32760, Union Pacific Corporation, Union Pacific Railroad 
Company and Missouri Pacific Railroa : Company - Comrol & Merger -
Southem Pacific Rail Corporation. Southern Pacific Transportation Company, St. 
Louis Southwestem Railway Company, SPCSL Corp. and the Denver ard Rio 
Grande Westem Railroad Companv 

Dear Secretary Williams: 

Enclosed please find five copies •l.e Excerpti> of Depositions Cited in Cornnents of 
T ie K. ..sas City Southem Railway Company and Request tor (jonIitions (KCS-41) and an 
original and twenty copies of a public and Highly Confidential versnn of The Kansas City 

mthem Railway Company's ERRATA tc Comments and Request for Cok:ditions (KCS-43) (the 
^nly ditfeicnce being Table 7.1 in Volume !, page 190.1). 

AiSo enclosed is a 3.5 inch disk containing the text of KCS-43. 

' j y l j X L f i ^ ^ ^ Sincerely yours, 

William A. Mullins 

Er closures 

cc: The Honorable Jerome Nelson 
Restricted Service List 



BEFORE THE 
SURFACE TRANSPORT/xTION BOARD 

Finance Docket Nc. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MI.̂ • OURI PAC î̂ : ^ RAILROAD COMPANY 

- CONTROL ..:,D MERGER --
SOUTHERN PA' - ^ I L CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION • • ,IPAi>i\, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSA*; CITY SOUTHERN RAILWAY COMPANY'S 
ERRATA TO COMMENTS AND 

REOUEST FOR CONPrriONS (KCS-33) 

Richard P. Bmening 
Roben K. Dreiling 
The Kansas City Southem 
Raiiway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816)556-0392 
Fax: (816)556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. MettaJlo 
Collier, Shannon, 1 II & Sc 
3050 K Street, N.W. 
Suite 400 
Washington, D.C. 20007 
Tel: (202)342-8400 ll 
Fax: (202)338-5534 L'c= 

John R. Molm 
Alan E. Lubel 
William A. MulUns 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.V. 
Suite 640-North Building 
Washington, D.C. 20004-2609 
Tel: (202)274-2950 
Fax: (202)274-̂ 994 

Attomeys for The Kansas City 
Southem Railway Company 

April 18, 1996 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UiNHON PACIFIC CORI'ORATION, UNION PACIFIC RAILROAD COMPANY 
AND MIS.SOURI PACIFIC RAILROAD COMPAN7 

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

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

RIO GRANDE WESTERN RAILROAD COMPANY 

^ THE KANSAS Cn^Y S O U T H E K N RAILWAY COMPANY'S 
ERRATA l u COMMENTS AND 

REOUEST FOR CONDITIONS (TCCS-33̂  

The Kansas City Southem Railway Company hereby submits the following changes to 

the Comments and Request for Conditions filed in this proceeding on Ma-ch 29, 1996 (KCS-

33). 

ERRATA 

Volume I 

Fdgv.' i - Table of Contents : Some copies may reflect Nell Nunn's statement at page 7. 
Correct page is 77. 

Page 39, hne 18 : Change ft-om "Topeka, Hutchinson" to "Topeka and 
Hutchinson, Kansas" 



• 

Page 43, line 4 : Change "Vol. II, Highly Coniidential Appendix" to "Vol. Ill, 
Highly Confidential Appendix" 

Page 48, last line : Add period at end of se itence 

Page 65, fooUiute 38 : Change "V.S. Rees at xx" to "V.S. Rees at 232" 

Page 69, line 12 : Change "Vol. II, Highly Confidential" to "'>'ol. HI Highly 
Confidential" 

Page 82, footnote 41 : Change "give in" to "given in" 

Page 100, line 6 : Change "should to determine" to "should determine" 

Page 103, iine 17 : Change "the SP," to "the SP;" 

Page 145, line 4 : Change "V.S. Grimm at xxx" to "V.S. Grimm at 215-216 
(Vol. I)" 

Page 152, paragraph 1 : Change "Section 1" to "Section II"; change "Section II" to 
"Section III"; change "Section ID" to "Section IV"; change 
Section IV" to "Section "V"; and change "Section V" to 
"Section VI" 

Page 168, line 2 : Change "numbers of shippers" to "number of shippers" 

Page 190, last line : Cnange " ''able 7.1" to "Table 7. IR" 

Page 190.1 : Delete T? jle 7.1 and replace with Table 7. IR (attached to 
Highly 'confidential versions oniy) 

Page 205, footnot.̂  60 : Change "spur lines in feasible" to "spur lines is feasible" 

Page 215, line 5 : Change "BEA pair" to "BEA pairs"" 

Page 343, line 19 : Change "described in by" to "described by" 

Page 353, line 11 : Change "disarray inevitable" to "disarray is inevtable" 

Page 361, line 2 • Change "These reduction" to "These reductions" 

Page 361, line 4 : Change "Additionally,m" to "Additionally." 

J 
Page 361, line 9 : Change "traffic going" to "traffic is going" 
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Vplymg II 

Page i - Table of Contents 

Page 8, line 16 

Page 9, lines 3-4 

Page 10, line 10 

.Page 17, footnote 2, 
line 4 

Page 19, line 16 

Page 19, line 18 

Page 23, line 11 

Some copies may reflect Nell Nunn's statement at page 7. 
Correct page is 77. 

Insert new sentences be'ween first sentence and original 
second sentence: "There was one instance where the 
infomiation on the spread sheer caused me to question NYP 
about the dimensions shown m ihe spread sheet (see first 
example discussing Red River Army Depot in vSection II that 
follows). In that case, NYP gave me dimension confirmaticn 
from their actual bids." 

Delete "If examples include tmck, it is so noted within the 
example." Substitute and add: "If an example includes tmck 
as a competitor to rail, the tmck line's abbreviated name 
(National Moto- FreiE-aî  Classificatiops Standard Carrier and 
Agents Codes) vill be displayed with the abbreviation T or 
TRK in parenthesis beside the tmck abbreviation. If a rail-
tmck operation is used to compete with an all rail movement 
or with another rail-tmck operation, the abbreviation T or 
TRK with a dash will be displayed with L"ie abbreviation for 
the railroad using the tmck transload operation. All figures 
shown in the examples under columns RATE"; "TOTAL 
REV"; "REVENUE"; "REV DIFF"; "DIFFERENCE" and 
all figures summarized at the end of the examples in line 
titled "TOTAL LOW COST"; "TOTAL MID COST"; 
"TOTAI HIGH COST"; "TOTAL M-L DIFF"; "TOTAL 
H-L DiFF" are whole dollars." 

Change "That movement is shown at Jie end of the recap of 
the results of this analysis." to "That movement is shown as 
the last entry of the movements reviewed in this example." 

Change "lower rate than up" to "lower rate than UP" 

Change "is business" to "this business" 

Change "was $144 a car more" to "was $63 a car mor̂ " 

Change "at a level below SP's" to "at a level above SP's" 
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Page 25, lines 21, 26, 
31 and 36 

Page 25, lines 22, 27, 
32 and 37 

Page 25, lines 23, 28, 

33 and 38 

Page 26, iine 3 

Page 26, line 4 

Page 26, line 5 

Pafe 26, line 9 

Page 26, line 10 

Page 26, line 11 
Page 27, lines 9-13 

"DESTINATl N CARRIER 

PHOENIX, AZ SP 

Change "INFY" to "INFY (TRK)" 

Change "RNGR" to "RNGR (TRK)" 

Change "LIGS" to "LIGS (TRK)" 

Change "MODA" to "MODA (TRK)" 

Change "GDLS" to "GDLS (TRK)" 

Change "PREF" tc "PREF (TRK)" 

Change "TRIM" to "TRIM (TRK)" 

Change "WESTRANS" to "WESTRANS (TRK)' 

Change "UGS" to "LIGS (TRK)" 

Page 28, line 3 

Pagf z9, line 22 

Page 29, lines 29, 30 
and "6 

Page 30, lines 10 and 13 

Page 30, Unes 4, 7 and 19 

Page 30, line 15 

Delete and replace with 

RATE %DIF #CARS TOTAL REV REV DIF 

2,466 7 17,262 

RRTQ(TRK) 3,570 45% 7 24,990 7,728 

INFY (TRK) 4,872 97% 7 34,104 16,842 

RNGR (TRK) 5,296 115% 7 37,07:. 19,810" 

: Change "by tmck to a rail head by 4 railroads:" to "by tmck 
to nearby rail locaions served by the 4 railroads:" 

Change "CSXT closed," to "CSXT" 

Change "*WECR/MCEO" to "WECR/MCEO (TRK)" 

Change "*MCEO/MC^O' to "MCEO/MCEO (TRK)" 

Change "*WECR/MCEO" J " W E C R / M C E O (TRK)" 

Change "*RNGR/WCON" to "RNGR/WCON (TRK)" 



• • 

Page 30, line 11 : Delete "SEALY EVALUATION cont" 

Page 33, line 5 : Change "on bid" to "one bid" 

Page 35, line 16 : Change "tmck provide the capt to UP's" to "tmck provided 
the cap to UP's" 

Page 35, line 17 : Change "one more" to "one move" 

Page 37, line 10 : Change "about $10 million" to "about $5 million" 

Page 37, lines 12-13 : Change "Being slow, no formal bids were placed" to "Being 
slow, only one formal bid was placed" 

Page 37, line 17 : Change ""offered by SP. Where its bid" to "offered by SP, 
where its bid" 

Page 37, line 18 : Change "$700,000" to "$463,000" 

Page 38, last line : Change "SP's 31% is close, 39% to the" to "SP's 31% is 
close to Lhe 39%" 

Page 42, line 26 : Change "illustrates the great" to "and illustrates the great" 

Page 43, line 18 : Change "tmck completion" to "tmck competition" 

Page 43, line 19 : Change "treadlines" to "trend lines" 

Page 44, last line and 
Page 45, lines 1-6 : Delete and replace with 

"-32 bids inv iving SP; 
-63 bids involving UP; 
-67 bids involving BNSF; 

The winning results of those bids were 

-SP61%; 
~ UP 40%; 
- BNSF 46%" 

Pi.ge 45, line 21 : Change "19 bids" to "20 bids" 

Page 45, line 22 : Change "divided by 19" to "divided by 20" 
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Page 45, line 24 : Change "Exhibit 11" to "Exhibit W.C 

Page 46, line 3 : Change "Exhibit U" to "Exhibit IIR" 

Page 47, Une 11 : Change "As seen from Exhibit 12, the same pattem exist for 
ammo" to "As seen from Exhibit 12R, the same pattem exists 
for ammo" 

Page 47, lines 24 and 25 : Change "There were no tmck bids made for any of these 
movements" to "Except for a couple of Sealy, TX lanes and 
about six ammo bids, tmck was not in the competitive 
picture" 

Page 47, line 26 : Change "this graph shows" to "these graphs show" 

Page 47, lines 26 and 27 : Change "Since no tmck has bid, the rates of the BNSF 
become" to "The rates he BNSr become" 

Page 48, Une 10 : Change "Since no tmck bids"' to "Since few tmck bids" 

Page 56, last Une : Change "HIHG" to "HIGH" 

. t 
Page 74-75, Exhibit 11 : Delete and replace with Exhibit 11P (attached) 

. t 
Page 76, Exhibit 12 : Delete and replace with Exhibit 12R (attached) 

Page 101, line 11 : Change "Park in 1985" to "Park in 1982." 

Page 102, line 15 : Change "altemative frequently" to "altematives frequently" 

Page 103, line 8 : Change ' constmction project start" to "constmction projects 
start" 

Page 105, after last line : add "(iu) SP restricted its local joint tariff rates in an attempt 
to prevent HC from moving its freight on BN, or at least to 
recoup a substantial part of its long-haul revenues from the 
local move." 

Page 109, line 9 : Change "vita" to "vitae" 

Page 122, line 3 : Change "fewer bidders tend to yield higher prices;" to "fewer 
bidders tend to yield lower prices, which disadvar.tages the 
seUer;" 
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- Page 226, Une 13 : Change "one a uoy's" to "one day's" 

Page 253, line 10 : Change "using the a line" to "using a Une" 

Page 350, SUMMARY ANT 
CONCLUSIONS : Delete two paragraphs as written and replace with 

GRA evaliiated a number of break up scenarios for the SP. Nearly aU 
of t'.ie scenarios studied indicated that the SP was more valuable broken up 
than if sold intact to UP. Analysis of scenarios involving the sale of a 
significant portion of the SP indicated a range of premiums from 15.5 percent 
to 21.0 percent over the value of intact SP. 

In a "Ukely" scenario, a premium of $1.17 biUion over the SP's 
inti-insic value was obtained throuph sale of portions of the SP to a 
combination of the KCS and Mon. a Rail Link (MRL). This premium 
represents a 38.6 percent inĉ ease in value over the intact SP. In performing 
this analysis, I did not speak with any of the carriers interested in acquiring 
the various line segments. Thus, my opinion as to the amount a carrier would 
be wilUng to pay for a given SP Une segment is based purely on my own 
analysis." 

A Page 350, last Une : Add "and trackage rights grants to Burlington Northem-Santa 
Fe (BN/SF) would be inadequate to preserve competition. 
The sale of certain key lines could better preserve 
competition, as weU as in-̂ rease the transaction's yield to SP 
shareholders." 

Page 353, line 17 : Change "Table 16" to "Table 16R" 

Page 353, Table 16 : Delete and replace with Table 16R (attached) 

Page 354, lines 5-6 : Change "Table 17" to "Table 17R" 

Page 354, line 10 : Change "Table 18" to "Table 18R" 

Page 354, Une 12 : Change "between $53: and $658 million" to "between $861 
milUon and $1.6 billion" 

Page 354, Table 17 : Delete and replace with Table 17R (attached) 

Page 355, Table 18 : Delete and replace with Table 18R (attached) 

Page 355, line 9 : 

) 

Change "Table 19" to "Table 19R" 
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Page 356, line 1 : Change "Table 20" to "Table 20R" 

Page 356, line 2 : Change "$2,3 biUion to $3.4 billion," tc "$2.1 billion to $3.2 
biUion," 

Page 356, Une 4 : Change "Table 21 . . . Table 18 and Table 20" to "Table 
21R . . . Table 18R and Table 20R" 

Page 357, Table 19 : Delete and replace with Table 19R (attached) 

Page 358, Tables 20 & 21 Delete and replace with Tables 20R ano 21R (attached) 

Page 358, line 1 : Change "Table 21" to "Table 2IR" 

Page 358, Une 4 : Change "from 6.6 to 9.0" to "from 13.5 to 17.8" 

Page 358, last line : Change "Table 22" to "Table 22R" 

Page 35), Tables 22 & 23 : Delete and replace with Tables 22R and 23R (attached̂  

Page 359, Unes 3 and 5 : Change "Table 23" to "Table 23R" 

Page 359, Une 7 : Change "24 percent" to "39 percent" 

Page 360, Une 4 : Change "Table 24" to "Table 24R" 

Page 360, Une 7 : Change "u 14.2 percent premium" to "a 25.1 percent 
premium" 

Page 360, line 8 : Change "of 10.4 percent over" to "of 19.7 percent over" 
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Page 360, Table 24 : Delete and replace with Table 24R (attached) 

This 18th day of April, 1996. 

Richard P. Bmening 
Roben K. DreiUng 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
CoUier, Shannon, Rill & Scott 
3050 K Street, N.W., Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

April 18, 1996 

m R. Molm^^" 
Akn E. Lubel 
William A. MuUins 
David B Foshee 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington D.C. 20004-2609 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City 
Southem Railway Company 
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Table 16 
1994 DIVERTED REVENUE 

($MILLIONS) 

Raiiroad Revenue 

KCS 362.9 

CR 561.6 

MRL 311.8 

WC 68.5 

GW 37.0 

TM 25.6 

BN/SF 772.4 

VOLUME II 
PAGE 353 

TABLE 16R 



Table 17 
OPERATING INCOME DERIVATION 

($MILLIONS) 

Railroad 1996 Revenue Operating Ratio Operating Income 

KCS 387.2 0.76 92.2 

CR 599.2 0.84 98.3 

MRL 332.7 0.74 86.5 

WC 73.1 0.74 18.9 

GW 39.5 0.74 10.3 

TM 27.3 0.91 2.5 

BN/SF 824.2 0.84 134.3 

VOLUME II 
PAGE 354 

TABLE 17R 



Table 18 
VALUES OF ACQUIRED LINES 

($MILLIONS) 

Railroad WACO 
12% 13% 

14% 

KCS 1,059.3 950.1 861.3 

CR 1,129.6 1,013.1 918.4 

MRL 994.2 891.7 808.4 

WC 217.6 195.2 176.9 

GW 118.0 105.8 95.9 

TM 28.3 25.3 23.0 

BN/SF 1,544.1 1,384.9 1,255.5 

VOLUME il 
PAGE 355 

TABLE 18R 



Table 19 
SP RESIDUAL VALUE - CONRAIL ACQUISITION 

($MILLIONS) 

SP "Normal' Revenues 
Less Revenue Loss 

3,311.3 
599.2 

New SP Revenue 2,712.1 

Operating Income - SP 
Other Income - SP 

447.5 
7.4 

Taxable income 
Taxes (38%) 

454.9 
172.9 

Earnings After Taxes 282.0 

Plus Depreciation 177.6 

Property sales (after tax) 36.4 

Excess property sales 40.8 

Total Cash Inflow 536.9* 

Less Capital Expenditures -402.5 

Net Cash Flow 134.4 

Synergies 
UP Base 409.7 

Less: Lost Net Revenue 1^.8 

Reduced Operations Savings 47.3 

Car Utilization 2.3 
63.4 -63.4 

Net Synergie? 346.4 

Total Net Cash Flow 480.8 

•Numbers subject to rounding. 

J 
VOLUME II 
PAGE 357 

TABLE 19R 



Table 20 
SP VALUE 

($MILLiONS) 

WACCs 12% 13% 14% 

SP Value 5,526.0 4,956.3 4,493.1 

Less: Debt -1,508.8 -1,508.8 -1,508.8 

Less One Time Expenses -1,151.9 -1,151.9 -1,151.9 

Plus NOLs 303.O 303.0 303.0 

SP Value 3,168.3 2,588.6 2,135.4 

VOLUME II 
PAGE 358 

TABLE 20R 



Table 21 
VALUE OF SP WITH CONRAIL ACQUISITION 

($IV!ILLIONS) 

WACCs 
12% 13% 14% 

WACCs 
SP Only SP/CR SP Only SP/CR SP Only SP/CR 

SP 3,786.8 3,168.3 3,127.1 2,598. 
6 

2,590.7 2,135. 
4 

CR 1,129.6 
1,013. 

1 • 
918.4 

Total 3,786.8 4,297.9 3,127.1 3,611. 
7 

2,590.7 3,053. 
8 

Per Share 24.23 27.51 20.01 23.12 16.58 19.54 

Percent 
Increase 

-

13.5% 15.5% 17.8% 

VOLUME II 
PAGE 358 

TABLE 21R 



Table 22 
PREMIUMS IN SP VALUE FOR VARIOUS 

ACQUISITIONS AT 13% WACC 

Railroad Premium 

KCS 19.5% 

CR 15.5% 

MRL 19.0% 

WC 4.5% 

GW 2.5% 

TM — 

BN/SF 21.0% 

J 
VOLUME II 
PAGE 359 

TABLE 22R 



Table 23 
PREMIUM FOR SP FOR COMBINATIONS OF 

ACQUISITION AT 13% WACC 

Railroad Combination Premium 

KCS/MRL 38.6% 

KCS/WC 23.6% 

CR/MRL 34.6% 

19.7% 

VOLUME II 
PAGE 359 

TABLE 23R 



Table 24 
SENSITIVITY ANALYSIS TO WACC 

Carrier Combination WACC* Premium 

KCS/MRL 13/13 38.6% 

KCS/MRL 14/16 29.0% 

KCS/MRL 14/17 27.4% 

KCS/MRL 15/17 2 5 . 1 % 

KCS/WC 13/13 23.6% 

KCS/WC 14/15 19.7% 

•SP is constant at 13% for this analysis. 

VOLUME II 
PAGE 360 

TABLE 24R 



CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing "The Kansas City Southem Railway 

Company's ERRAT/̂  to Comments and Request for Conditions (KCS-33)" was served this 

18th day of April, 1996, by hand delivery to counsel for Applicants and by hand delivering 

or depositing a copy in the United States mail in a properly addressed envelope with adequate 

postage there jn addressed ic sach other party of record. 

Attomey for The Kansas Cicj- Soudiem 
Railway Company 
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11 Office Of the Secratary 
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VIA H.\ND DELIVER\ 
Honorable Vemon A. Williams 
Secretary 
Surface Tiansportation Board 
12th Street & Constitutio.'i Ave., 
Room 2213 
Washington, nc 20423 

NW 

April 1 

2 O 2 - 4 6 3 - 2 O 0 O 
T E L E X e 9 2 6 0 3 

F A C S I M I L E 
2 0 2 - 8 6 1 0 4 7 3 

Re: Finance Docket No 37760. Uriion Pacific Corp., et al.. -
Control & Merger - Southem Pacific Rail Corp.. et al. 

Dear Secretary Williams: 

Enclosed please find .he original and twenty (20) copies of Reply to Petition of 
Consolidated Rail Co.p'̂ raf.on for Re,\ocation of Settlement-Relate i Trackage Rights Class 
E.xemption (BN/SF-53). Also enclosed is a disk containing the tex. of BN/SF-53 in 
Wordperfect 5.1 format. 

I would appreciate it if you would dat.. stamp the enclosed extra coj y and retun it 
tc the messenger for our fnes. 

S ncerelv, 

Kc^r-E. O"'̂  i€ len 

Enclosures 
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Offtee of lh«i Stcratary 

APR ^ I Iff! 

L U Public Reco-d 

BN/SF-53 
BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 ORIGINAL 
"tWTON^^^FIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 

AND MISSOURI PACIFIC RAILROAD COMPANY 

~ CONTROL AND MERGER ~ 

S'̂ IJTHERN PACIFIC RAIL CORPORATION, SOUTI IEP:̂ . PACIFIC 
TR.A ?ORTATIv..> . 'OMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 

COMPANY, SPCSL CORP. AND THE DENVER AND 
FU) jRANDE WESTERN RAILROAD COMPANY 

REPLY TO PETITION OF 
CONSOLIDATED RAIL CORPORATION 

FOR REVOCATION OF SETTLEMENT-RELA'̂ ED 
TRACKAGt RIGHTS CLASS EXEMPTION 

Jeffrey R. Moreland 
Richard E. Weicher 
Janice G. Barber 
Michael E. Roper 
Sidney Strickland, Jr. 

Burlin{;,ton Northem 
Railroad Company 

3800 Continental Plazr. 
777 Main Street 
Ft. Worth, Texas 76102-5384 
(S17) 333-7954 

and 

Erika Z. Jones 
** Adrian L. Steel, Jr. 

Roy T. Erglci* Jr. 
j'WCathryn A. Kusske 

Mayer, Brown & Platt 
2000 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 
(202) 463-2000 

llie Atchison, Topeka and Santa Fe 
Railway Company 
1700 East Golf Road 
Schaumburg, Illinois 60173 
(708) 995-6887 

Attomeys for Biu-lington Northern Railroad Companj' 
and The Atchison, Topeka and Santa Fe Railway Company 

April 18, 1996 



BN/SF-53 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNiON PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAII ROAD COMPANY 

- CONTROL AND MERGER -

SOUTHERN PACIFIC RAIL CCr̂ PORATlON, 
SOUTHERN PACIFIC TRANSPORTATION COMPANY, ST. LOUIS 

SOUTH \VESTERN RAILWAY COMPANY, SPCSL CORP. AND THE 
DENv̂ ER AND RIO GRANDE WESTERN RAILROAD COMPANY 

REPLY TO PETITION OF CONSOLIDATED RAIL CORPORATION FOR 
RE VOCATION OF SETTLEMENT-RELATED TRACKAGE RIGHTS CLASS 

EXEMPTION 

Burlington Northem Railroad Company ("BN") and The Atchison, Topeka and Santa 

Fe Railway Company ("Santa Fe") (collectively, "BN/Santa Fe") hereby reply to the Petition 

for Revocation of Settlement-Related Trackage Rights Class Exemption included within the 

Comments filed by Consolidated Rail Corporation ("ConrJl") (CR-21). In support of its 

Petition. Conrail asserts that the class exemption authority under 49 C.F.R. § 1180.2(d)(7) 

should not be used for the trackage rights which are proposed to be granted to BN/Santa Fe 

pursuant to the September 25, 1995 Agreement between BN/Santa Fe and the Applicants, as 



supplemented on November 18, 1995 (the "BN/Santa Fe Agreement"), if the proposed Union 

Pacific ("Ur")/Southem Pacific ("SP") merger is approved.- Conrail's principal argument is 

that the exemption process should not be i sed in rail consolidation proceedings, because its use 

would preclude the Surface Transportation Board and paities from "test[ing] the adequacy of 

the proposed u-ackage rights agL .st the national transportation policy" and assessing whether 

such trackage rigi:ts would be adequate to address any potential competitive concems See CR-

21, at 92-93. 

Not only is Comail's Petition for Revocation premature, it also is inconsistent with the 

Rail Exemption Procedure regulations and with the precedent established by the Interstate 

Commerce Commission, the Board's predecessor, m the recently-concluded BN/Santa Fe 

merger proceeding (Fin. Dkt. No. 32549). Conrail's Petition should therefore be dismissed as 

premature or denied. 

I , Conrail's Petition for Revocation Is Premature 

Under 49 C.F.R. § 1121.4(i), a party may petition for revocation of an exemption "at 

any tir.e aftei the exemption becomes effective." (Emphasis added.) Here, the trackage nghts 

to be g-anted to BN/*̂ '.aita Fe, which Conrail challenges, are to be effective only u"'on jie 

Boa-d's approval of the underlying control and merger proceeding between UP and SP. See 

- Since Conrail filed its Petition for Revocation as a part ot its Commenls filed on Maich 
29. 1996, it is not clear whether a separate response to the Petit )n for Revocation is 
required pursuant to 49 C.F.R. § 1104.13. Conrail also has filed an Opposition to Petition 
for Exemption for Settlement-Related Line Sales as a part of its March 29, 1996 
submission. See CR-21. BN/Santa Fe will re.spond to that Opposition in its April 29 1996 
submission and/or its brief Nonetheless, the arguments forth herein establish that, like 
Conrail's Petition for Revocation, its Opposition is also without merit. 
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Fin. Dkt. No. 32760 (Sub-No. 1) (UP/SP-26), at 8. Since the exemption at issue is not in 

effect, Conrail's Petition for Revocation is premature and should be dismissed. 

II . Conrail's Petition is Inconsistent With the Rail E:vemption Procedures 
and Prior Commission Precedent 

As it must, Conrail concedes tl.at the use of the trackage rights class exemption for the 

BN/Santa Fe trackage rights is permitted by tlie language of the Board's regulations. See CR-

21, at 91. The trackage rights are incorporated into a "written agreement[]," and they are "not 

filed or sought in responsive applications in [a] rail consolidation proceeding[ ] ." See 49 

C.F.R. § 1180.2(d)(7). 

Nevertheless, Conrail asserts that the exemption process should not be used for trackage 

rights "sought as a condiuon" to a consolidation proposal, because trackage rights proposals 

in such situations require a "thorough examination." CR-21, at 91. Conrail's argimient is, 

however, inconsistent with the Rail Exemption Procedures, 49 C.F.R. Part 1121. The 

procedures explicitly provide that: 

Exemption petitions containing proposals thc.t are directly related 
to and concurrently filed with a primarv' application will be 
con<̂ idered along with that primary application. 

49 C.F.R. § 1121.4(e). In issuing the Final Rule adopting Part 1121, the Commission expressly 

confirmed that ii is appropriate to use the exemption process in connection with "rail mergers 

and acquisitions." 56 Fed. Reg. 46,390 (Sept. 12, 1991). 

Conrail's argument is also inconsistent with the Commission's decision in the BN/Santa 

Fe merger proceeding. There, Bunge Ccporation asserted that the trackage rights class 

exemption could not be invoked as to trackage rights provided for in a settlement agreement 

between BN/Santa Fe and SP in that proceeding, because, according tc Bunge, the party 



settling v.iJi tlie applicants was in essentially the same posture as a responsive applicant and, 

therefore, should not be permitted to use the cla.ss exemption process. See Brief of Bunge 

Corporation (Bunge-4), at 6 n.9. 

The Commission cited two reasons for rejecting Bunge's argument that "tl.^ trackage 

rights class exemption cannot be invoked with respect to trackage rights provided for in the 

railroad settlement agreements." Fin. Dkt. No. 32549, Decision No. 38 (served Aug. 23, 1995) 

("Decision No. 38"), at 87 n.l 16. First, the trackage rights met the requirement that they not 

be sought in a responsive application. Ibid. Second, the Conunission stated that, because it 

had addressed the merits of Bunge's substantive arguments elsewhere in its decision, no 

purpose other than delay would be served by holding that the trackage rights class exemption 

was unavailable. Md- In f«ct, the Commission appears to have invited parties to settlement-

related trackage rights agreements to submit them dircu^Ii the class exemption process, stating 

that it "anticipate[d]" that the settling parties in that proceeding would use - and some already 

had used - the trackage rights: class exemption to implement the trackage rights which were 

imposed as conditions to the Commission's approval of the BN/Santa Fe merger. Decision No. 

38, at 87. 

Conrail's efforts to distinguish the BN/Santa Fe proceeding are unavailing. Contrary 

to Conrail's claim (CR-21, at 94 n.50), tlie Commission did decide the issue raised by Bunge -

- which was the same issue raised by Conrail here - against Bunge. See Decision No. 38, at 

87 n.l 16. Moreover, just as in the BN/Santa Fe proceeding, the Commission will not need to 

revoke the exemption in order to develop the information ic needs to assess the BN/Santa Fe 

trackage rights settlement agreement. The aackage rights in this proceeding are the subject of 



scrutiny at least as intensive as that given to the settlement-related trackage rights in the 

B>i/Santa Fe proceeding. Here, the Applicants, BN/Santa Fe, Conrail and other parties have 

submitted multiple volumes and thousands of pages of argument and evidence conceming the 

feasibility and competitiveness of the BN/Santa Fe trackage rights. The Board is being 

provided with sufficient information to conduct a "thorough examination" about whether the 

trackage rights at issue provide an adequate remedy for the alleged competitive harms. The 

revocation of the exemption notice would do nothing to further that end. 

Accordingly, BN/Santa Fe respectfully submits that Conrail's Petition for Revocation 

of Settlement-Related Trackage Rights Class Exemption should be dismissed as premature or 

denied. 
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Respectfully submitted. 

Jeffrey R. Moreland 
Richard E. Weicher 
Janice G. Barber 
Michael E. Roper 
Sidney L. Strickland, Jr. 

Burlington Northem 
Railroad Company 

3800 Continental Plaza 
777 Main Street 
Ft. Worth, Texas 76102-5384 
(817) 333-7954 

Erika Z. 'ioifes 
Adrian L. Steel, Jr. 
Roy T. Englert, Jr. 
Kathr)'n A. Kusske 

Mayer, Brown & Platt 
2000 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 
(202) 463-2000 

and 

The Atchison, Topeka and Santa Fe 
Railway Company 
1700 East Golf Road 
Schaumburg, Illinois 60173 
(708) 995-6887 

Attomeys for Burlington Northem Railroad Company 
and The Atchison, Topeka and Santa Fe Railway Company 

April 18, 1996 



CERTIFICATE OF SERVICE 

I hereby certify that copies of Reply to Petition of Consolidated Rail Corporation for 

Revocation of Settlement-Related Trackage Rights Class Exemption (BN/SF-53) have been 

served tiiis 18th day of April, 1996, by furst-class mail, postage prepaid on a'l Parties of 

Record in Finance Docket No. 32760 and by hand-delivery on counsel for Consolidated Rail 

Corporation. 

Kei^xi • O'Brien 
Mayer, Brown & Platt 
2000 Pennsylvania Avenue, N.W. 
Suite 6500 
Washington, D.C. 20006 
(202) 778-0607 



E STB FD 32760 4-16-96 81509 



I t e m No. 

Page Ct)iu:t.» 

M I C H A E L L. R O S E N T H A L 
D I R E C T ' I I A L N U M B E R 

I 202 I 6 e 2 . 5 « 4 e 

OIRCCT TCLEFAX NUMBER 

I202I 7 7 8 - 5 A A 8 

J G T O N & B U R L I N G 
N N S - L V A N ' A A V E N U E , N W 

P O B O X 7 5 6 6 

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

I 2 C 2 I 6 6 a - 6 0 C 0 

T C L C F * . ' I 2 0 2 1 «S62 5 2 9 1 

- F L E X 6 9 - 5 3 3 I C O V L I N G V S H l 

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

A p r i l 16, 199S-

LtCoV' 

TELCPMONt 

TELCrAA 

aB]U&s&txO:3wiiL:sPONCX>4T o r r i c e 

4 AVENUE OCS ARTS 

BRUSSELS Bri.ai< 'M 

TEL.EPHOK : » - e - « i 2 - o « * d o 

TELEFAX 32 2-9C3-t5ee 

o 

BY hAND 

Hon. Vernon A. Williams 
Secretary 
Surface Transportation Board 
Twelfch Street and Constitution Ave. 
Washington, D.C. 2C423 

N.W. 

Re: Finance Dcjcket No. 32760, Uni 
Corp., et a l . -- Control & Merger 
Pa c i f i c R a i l Corp.. et a l . 

Dear Secretary Williams; 

Pursuant t.. 49 C.F.R. § 1180.6(b)(1) and (4), as 
c l a r i f i e d i n Decision No. 3 i n the above-captioned proceed! ig, 
served September 5, 1995, pp. 5-6, we are enclosing an 
o r i g i n a l and twenty copies of UPC's .1 995 Annual Report and an 
o r i g i n a l and twenty copies of UPC's 10-K form f o r che f i s c a l 
year ended Decembe.- 31, 1995, and an o r i g i n a l and twenty 
copies of MP's 10-K f o r the f i s c a l year ended December 31, 
1995 Please date-stamp the enclosed extra copy of thi.q 
f i x i n g and veturn i t to the messenger f o r our records. 

By copy of t h i s l e t t e r , a l l p a r t i e s of record are 
being n o t i f i e d of the f i l i n g of these documents w i t h the 
Board. Parties i n t e r e s t e d i n a copy of tnese dccuments may 
contact counsel f o r the Applicants. 

Since.-ely, 

Michael L. Rosenthal 

Enclosure 

cc (w/o e n c l . ) : 
A l l Parties of Record 



STB PD 32760 ^4-16-96 506 



^ 

Item To. 

Paae Count 1 
OTioTortReS ^ L _ ^ L ^ )ANDERS LLP 

; W l T I 0 

9 » » ' P E * . C « T T C E > S f r « S E T . N .E S U I T t 7 5 0 

ATLANTA, Q E O f l Q I A 3 0 3 0 S 3 9 6 4 

T E L E P H O N E : 4 0 4 8 8 5 J63^< 

m B ^ l V LE : 4 0 4 8 8 5 3 6 5 ' 

Public flocord 11 

N A T I O N S B A h , ; P L A Z A 

b.X) P E A C H T R E E S T R E i T N E SUITE 5 2 0 0 

A T L A N T A , G t O B G I A 3 0 3 0 8 2 2 1 6 

T E L E P H O N E : ~ ' 0 4 . 8 e 5 . 3 0 0 0 

F A C S I M I L E 4 0 4 8 8 5 3 9 0 0 

6 0 1 PENNSYLXMNIA A V E N U E . N W 

S U I T E 6 4 0 

N O R T H B U I I O I N Q 

W A S H I N G r r O N . D C . 2 0 0 0 4 

T E L E P H O N E : 2 0 2 274 2 9 5 0 

F A C S I M I L E : 2 0 2 274 2 9 9 4 

^ .\ . - . i f t - . R t -
' I OiiicL' lhe Sacrataiy 

APR t y 1996 

m Partof 
Public Record 

HAND DELIVERED 

Mr. Vemon A. Williams 
Surface Transportation Board 
Case Control Branch 
Room 2215 
1201 Constitution .\venue, N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union Pacific Corporation, Union Pacific Railroad 
Company and Missouri Pacific Raihx ad Company - Control & Merger -
Southem Pacific Rail Corporation, Southem Pacific Transportation Company, St. 
Louis Southeastern Railway Company. SPCSL Corp. and the Denver and Rio 
Grand/' Westem Railroad Company 

Dear Secretary Wiiliams: 

Enclosed please find The Kansas City Southem Railway Company's Responses tc 
Applicants' Seventh Discovery Requests (''KCS-4r). 

Also enclosed is a 3.5 inch diskette containing the text of KCS-41. 

Sincerely yours, 

William A. Mul!>ns 

Enclosures 

cc: The Honorable Jerome Nelson 
Restricted Service List 



Olfico of the Secrsta^ 

APR 1 9 1996 

m Pzrt cf 
Public Record 

KCS-41 

ik BEFORE THE 
XJRFACE TRANSPORTATION 

Finance Docket No. 32760 

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

- CON FROL AND MERGER ~ 
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMPANY, ST. LOUIS SOUTII>VESTERN RAI'.WAY 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESP.QNSES-TQ 
APPLICANTS' SEVENTH SET OF DISCOVERY REOUEST,̂ , 

'•<ichard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Sireet 
Kanras City, Missouri 64105 
Tel: ,816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W. 
Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 
April 16, 1996 

APR 1 9 1996 

i='art of 
Public Record John R. Molm 

Alan E. Lubel 
William A. Mullins 
David B. Foshee 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
^Vashington, D.C. 20004-2609 

el: (202) 274-2950 
ax: (202) 274-299̂  

•Ji 

Attomeys for The Kansas City Southem 
Railway Company 



KCS-41 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

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

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

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

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESPONSES TO 
APPLICANTS' SEVENTH SET OF DISCOVERY REOUESTS 

The Kansas City Southem Railway Company ("KCS") responds to Applicants' 

Seventh Set of Discovery Requests as follows: 

KCS reasserts and incorporates by reference, its General Objections to / pplicants' 

discovery requests as set forth in KCS-28, paragraphs 3 through 13. Further, KCS not**., that 

Applicants' references to "interrogatories and document requests" is i.nisplaced as to the 

Requests for Admission included in this pleading. Subject to these objections and to prior 

mlings by Administrative Law Judge Nelson, KCS responds to Applicants' individual 

interrogatories as follows: 

ADMISSIONS 

1. A trackage rights agreement dated May 8, 1933, between The Yazoo and 

Mississippi Valley Railrc .d Companv and the Houston & Shreveport Railroad Company, 



joined by its lessee, the Texas and New Orleans Railroad Company, covering tracks from 

about 596 feet south of Jordan Avenue to a connection with SSW in the vicinity of 

Commerce Street in Shreveport, Louisiana ("the Jordan Ave. trackage rights agreement"), 

provides in Section 3 as follows: 

All mles, regulations or orders with respect to the movement of engines, cars 
and trains, and the switching of cars on the Track, or to the maintenance, 
operation and use of the Track, or goveming and conduct of employees, shall 
be reasonable and fair, and without any unreasonable preference or 
discrimination in favor of or against either party hereto; provided, however, 
that in the movement of trains, engines and cars upon and over tlie Track, 
tliose of the same class shall be accorded equal rights, while those of a 
supeiior class shall have preference over those of a inferior class. [KCS] 

Response: KCS admits that the "Jordan Avenue Trackage Rights Agreement" 
exisis. lhe Agreement, being a written document, speaks for itself. 

2. KCS and its affiliates are bound by tlie Jordan Ave. trackage rights agreement. 

[KCS] 

Response: KCS object? to this request as calling for a legal conclusion 

3. KCS and its afriliates intend to comply with the terms of the Jordan Ave. 

trackage rights agreement, including the language quoted above in Request No. 1. [KCS] 

Response: While KCS admits that, subject to the qualification noted below, it 

intends to comply with the terms of the Agreement, it acknowledges that the actual 

administration of trackage rights agreements does not always conform to the temis of the 

afjreemenis as written. 

4. A trackage rights agreement dated December 13, 1980, between the Kansas 

City Southem Railway Company and the Louisiana & Arkansas Railway Company and 

Southem Pacific Transportation Company and St. Louis-Southwestern Railway Company 

-2 



covering KCS' line of railroad from its Harriet Street Yard at Shreveport, Louisiana, 

southeasterly to Red Junction ("R xl Junction trackage rights agreement") provides in Section 

S as follows: 

All passenger trains shall be given preference over other trains and road trains 
shall be given equal dispatch according to their class. All operations upon and 
over the Red Line shall be conducted v ith due regard to and without 
reasonable interference with rights of all users. 

[KCS] 

Response: KCS admits that the "Red Junction Trackage Rights Agreement" exists. 

The Agreement, being a written document, speaks for itself. 

5. KCS and its affiliates are bound by the Red Junction trackage rights 

agreement. [KCS] 

Response: KCS objects to this requesi as calling for a legal conclusion. 

6. KCS and its affiliates intend to comply with the :rms of the Red Junction 

trackage rights agreement, incli'ding the language quoted above in Request No. 4. [KCS] 

Response: While KCS admits that, subject to the qualification noted below, it 

intends to comp.'y with the terms of the Agreement, it acknowledges that the actiud 

administration of trackage rights agreements does not always conform to the terms of the 

agreements as written. 

7. A January 1, 1937, agreement between the Kansas City Southem Railway 

Company and Texas and Fort Smith Railway Compa' , on the one hand, and Guy A. 

Thompson, Tmstee, on the other, relating to joint use of tracks between De Quincy, 

Louisiana and Beaumont, Texas ("Beaumont trackage rights agreement"), provides in Section 

13 as follows: 

- 3 -



( 1 
[A]ll time cards, rules, regulations or orders for the movement of trains upon 
the Joint Line, issued by the Southem Company, shall be reasonable, just and 
fair to the Tmstee, without preference for or discrimination in favor of the 
Southem Company. 

All passenger trains upon the Joint Line shall be given preference over 
other trains, and the trains of the parties hereto shall be given equal dispatch, 
according to their class. 

[KCS] 

Response: KCS admits that the "Beaumont Trackage Rights Agreement" exists. 

The Agreement, being a written document, speaks for itself. 

8. KCS and its affiliates are bound by the Beaumont trackage rights agreement. 

[KCS] 

Response: KCS objects to this request as calling for a legal conclusion. 

9. KCS and its affiliates intend to comply with the terms of tne Beaumont 

trackage rights agreement, including the language quoted above in Request tio. 4. [KCS] 

Response: While KCS admits that, subject to the qualification noted oelow, it 

intends to comply with the terms of the Agreement, it acknowledges that the actual 

administration of trackage righf! agreements does not always conform to the terms of the 

agreements as written. 

INTERROGATORTFis 

1. If *he answer ro any Request for Admission is other than an unqualified "Yes," 

state every respect in which you disagree v.ith the request. [KCS] 

Response: KCS objects to this interrogatory as being vague and incapable of a 

meaningfiil response as written. Subject to this objection, KCS states that whether KCS is 

4-



"bound by" the various agreements calls fur legal conclusions based on a variety of factors. 

Also, wiiile KCS may "intend to comply" with an agreement, the actual administration of an 

agreement may not always conform to the temis of the agreement as written Compliance 

may be a policy or goal that does not necessarily reflect the reality of how trackage rights 

agreements are administered in the field. 

This 16th day of April, 1996. 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
rax: (816) 556-0227 

James ^ . Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Coller, Shannon, Rill & Scott 
3050 K Street, N.W., Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

John R. Molm 
Alan E. Lubel 
William A. Mullins 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington, D.C. 20004-2608 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Company 
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CERTIFICATE OF SERVICE 

I hereby certify that a tme copy of the foregoing "The Kansas City Southem Railway 

Company's ReStX)nses to Applicants' Seventh Set of Discovery Requests" was served this 

16th day of April, 1996, by hand delivery to Applicants and upon the restricted service list 

by U.S. mail. 

Attorney for The Kansas City Southem 
Railway Company 
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Page Count 

Office: (800)814-.1531 

"IPKTITIVE R . \ I L TRANSPORTATION 
TBILIZATION OFHCE 
i029 North Royal Street 

Suite 400 
Alexandria, Va. 22314 

Fax: (800)641-2255 

Ap.'il 15. i996 

Via Hand Delivery 
Honorable Vemon A. Wiiliams 
Secretary 
The Surface Transportation Board 
1201 Constitution Avenue, N W 
Washington, D C. 20423 

Re: Finance Docket No 32760, Union Pacific Corporation. Union Pacific Railroad 
Company and Missouri Paci^ lc Railroad Company — Control Merger — 
Southern Pacific Pail Corporati m. Southern Pacific Transportation 
Company, St. Lows Southwestern Railway Company, SPCSL Corp. and the 
Denver and Rio Grande H'esiem Railroad Company 

Dear Secretary Williams: 

Enclosed for filing ir. .he above-captioned case are an original and twenty copie of 
the Coalition for Compeiit've Rail Transportation's responses to Applicants' fifth set cf 
interrogatories and requests for production of docu: lents identified as CL RT-7. 

P.ei.pectflilly Srbmitted, 

John T Esies 
Executive Director 

i -.to 

2 21996 



. V/ 

BEFORE THE 
SURFACE TRANSPORTATION BCUID 

Finance Docket No, 32760 

CCRT-7 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD CO 
AT.D MISSOURI PACIFIC RAILROAD COMPANY 

~ CONTROL AND MERGER ~ 
SOUTHERN PACIFIC RAIL CORi'Oi<ATION, SOUTI'ERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

COALITION FOR COMPETITIVE RAIL TRANSPORTATION 'CCRT) 
RESPONSES TO APPLICANTS' FIFTH SET OF INTERROGATORIF'^ 

AND REQUESTS FOR . lODUCTION OF PQCUMENTS 

John T. Estes 

Executive Director 

Coalition for Competitive P.ail Transportation 

1029 North Royal Street, Suite 400 

Alexandria, Va 22314 

(800) 814-3531 

April 15, 1996 



, - CCRT-7 
, BEFORE THE 

SURFACE TRANSPORT.VfION BOAPD 

Finance Docket No. 3276o 

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

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

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMP,\NY, SPCSL CORP AND T I E DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

John T. Estes Apri! 15, 1996 
Executive Director 
Coalition for Competitive Rail Transportation (CCRT) 
1029 North Royal Street 
Suite 400 
Alexandria, Virginia 22314 
pho ie: (800) 814-3531 

' ^ fax: (800)641-2255 
•u^y 

COALITION FOR COMPET ITIVE RAlL TRANSPORTATION (2CKT) 
RESPONSES TO APPLICANTS'FIFTH SET OF INTERT.OGATOFJES 

AND REQUESTS FOR PRODUCTION OF DOCUMENTS 

Coalition for Competitive Rail Transportation (CCRT) submits the following rc?ponses to 

the discovery request served by Applicants (UP/SP) on April 8, 1996. 



RESPONSES TO INTERROGATORIES AND DOCUMENT REOLrESTS 

f ) INTERROGATORIES 

Interrogatory No 1 Do you have any information about any offers made by or on behalf of any 
pany to this proceeding oppc.ing the UP/SP merger, or anyone affiliated with such party, to 
provide fimds or other consideration to another such party to help finance its opposition 
efforts, and, if so, state that information and identify (and produce) any documents referring 
or relating to such offers. [You may exclude offers made to an association party by its 
members, or offers to finance work which was proffered to the Board as being jointly 
sponsored by the parties involved in the offer ] [Cen-Tex, CR, KCS, MRL, Tex Mex, 
CCRT, CMA, NITL, SPI, STRICT, WCTL, WSC] 

Response: No response is necessary by CCRT to this interrogatory in view ofthe mling by Judge 
Nelson on this matter on April 12, 1996. 

DOCUMENT REOUESTS 

Document Request No. 1: Provide the tonnage data supporting each ofthe percentages 
listed in Figure Nos, I, 2, 3 and 4 (pp. 11-I2, 16-17) of tho Verified Statement of Thomas D 
Crowley (SPI V S.-4), [SPI] 

V 

Document Request No . 2: To the extent not done as part of your prior discovery 
response j or March 29 filings, with respect to the joint verified statement of Patteye J, 
Simpson and H. Lynn Tumer, identify any instances relied on to support their statements in: 

(a) the second bullet-point on p.96, including for each instance (1) the name ofthe 
shipper, (2) the local carrier (3) the rail origination, local destination, and final destination city 
and state, (4) the date of any shipments, and (5) the nam'i and seven-digit STCC code ofthe 
chemical shipped; 

(b) the third bullet-point on p. 96, including for each instance (1) the name ofthe 
shipper, (2) the city and state of each manufacturing facility, (3) the relevant dates of 
operation of each facility, and (4) the name and seven-digit STCC code of any chemicals 
subject to such rescheduled production; 

(c) the first bullet-point on p. 97, including for each instance (1) the name ofthe 
shipper, (2) the local carrier, (3) the rail origination, local destination, and final destination city 
and state, (4) ii..» d .te of any shipments, and (5) the name and seven-digit STCC code ofthe 
chemical shippe i ; 

3 



CERTIFICATE OF SERVICE 

I , Johi. T. Estes, certify that, on the 15th day of April, 1996,1 caused a copy ofthe 
foregoing document to be served by hand or ovemight mail as appropriate on the 
representatives set forth below and by first-class mail, postage prepaid, or by a more 
exped'tiou; manner of delivery on all parties appearing on the restricted service list established 
pursuant to paragraph nine of the Discovery Giidelines in Finance Docket No 32760, and in 
addition by hand on : 

Director of Operations 
Antitrust Division 
Suite 500 
Department of Justice 
Washington, D C. 20530 

Premerger Notification Office 
Bureau of Competition 
Room 303 
Federal Trade Commission 
Washington, D C. 20580 

Jî mi T. Estes 

CANNON Y HARVEY 
LOUIS P WARCHOT 
CAROL A. HARRIS 
Southein Pacific Transportation Company 
One Ma'ket Plaza 
San Fra.icisco, Califomia 94105 
(415) 541-1000 

CARL W. VON BERNUTH 
RICHARD J. RESSLER 
Union Pacific Corporation 
Martin Tower 
Eighth and Eaton Avenues 
Bethlehem, Pennsylvania 18018 
(610) 861-3290 

PAUL A CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkins Cunningham 
1300 Nineteenth Street, N.W. 
Washington, D C. 20036 
(202) 973-7601 

JAMES V. DOLAN 
PAUL A. CONI.EY, JR. 
LOnSE A. RINN 
Law Department 
Union Pacific Railroad Company 
1416 Dodge Street 
Omaha, Nebraska 68179 
(402) 271-5000 

ARVID E. ROACH I I 
J. MICHAEL HEMMER 
MICHAEL L ROSENTHAL 
Covington and Buriing 
1201 Pennsylvania Avenue, N.W. 
P O. Box 7566 
Washington, D C. 20044-7566 
(202) 662-5388 
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JOSEPH C KtLLOf^Y JR 
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A p r i l 16, 1996 

VTA HAND DELrVERY 

Mr. Vernon A. Williams 
I n t e r s t a t e Conunerce Commission 
Case Conttol Branch 
HOOF 1324 
1201 C o n s t i t u t i o r Avenue, N.W. 
Washington, D.C 20423 

Re: Finance Docket No. 32760, Union l a c i f i c 
Corporation, et a l . — Control ar.d Merqcr — 
Sout.h»̂ rn P a c i f i c Corporation, e t a l . 

Dear Secretary W;:i2iams: 

Enclosed f o r f i l i n g i n the above-captioned case are one 
o r i g i n a l ond twenty copies of Consolidated R a i l Corporation's 
Responses and Objections t o Applicant-' S\xth Set of 
Int e r r o g a t o r i e s and Requests For Production of Documents, 
designated .s dc^ument CR-30. 

so enclosed i.=- a 3.5-inch VsjrdPsrfect " ^ i . l disk 
containing .:hc t6> L of CR-3 0. 

APR 2 

••'•̂  V. 
/ 

Sincerely, 

J o s^h E. i c i l l ^ r y , Jr. 
Attorney f o r Consol i i a tNad 
Rai l Corporation 

Enclosures 
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BEFORE THE 
JURFACE TrANSPORTATION BC.JVRD 

Finance Docket No. 32760 

UNION PACIFIC CORPORATK^N, UNION PACIFIC RAILROAD COMPANY 
iND MISSOURI xACIFTC: RAILROAD COMPANY 

— CONTROL .^^'J MERGER — 

SOUTHERN PACIFIC RAIL CC .^TIC^, JOUTHERN PACIFIC 
TRANSPORTATION COMPANY, ST. ..OUIS SOUTHWESTERN RAILWAY 

COMPANY, SPCSL CORP. AND THE DENVER AND 
RIO GRANDE WESTERN HAILROAD COMPANY 

CONSOLIDATED H/iIL CORPORATION'S RESPOK£FS 
ANP OBJECTIONS TO APPLICANTS' SIXTTI SET OF 

INT ERROG MORI ES AND REOUESTS FOR PRODUCTION Ol'- nOCUMENTS 

Constance L. Abrams 
Jonathan M. Broder 
Anne E. Treadway 
CCVOLIDATED RAIL CORPORATION 
2001 Market Street 
Philadelphia, PA 19101 

Daniel K. Mayers 
A. Stephan Hut, J r . 
Joseph E. Kiliory, J r . 
WILMER, CUTLER & PICKERING 
2445 M Street, N.W. 
Washington, D.C. 20037 

April 16, 1996 



CR-30 

\ 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

INION 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 

COHPANY, SPCSL CORP. AND THE DENVER AND 
RIO GRANDE WESTERN RAILROAD COMPANY 

CONSOLIDATED RAIL CORPORATION'S RESPONSES 
AND OBJECTIONS TO APPLICANTS' SIXTH SET OF 

INTERROGATORIES AND REOUESTS FOR PRODUCTION OF DOCUMENTS 

Cop«"-ilidated R a i l Corporation ("C>nrail") hereby 

provides i t s responses and objections to Applicants' Sixth Set of 

Interrogatories and Document Requests, datec April 9, 1996. 

GENERAL RESPONSE AND GENERAL OEJIiCTIONS 

Conrail incorporates herein by reference the General 

Response and General Objections set forth in i t s prior responses 

and objections to Applicants' F i r s t , Second and Third Sets of 

Interrogatories and Requests for ''reduction of Documents. 

SPECIFIC RESPONSES 
TO INDIVIDUAL REOUESTS 

INTERROGATORIES 

Interrogatories 1-5 and 9-10 are not directed to 

Conrail. 



6. State a l l facts supporting the contentions by 
Conrail witness Good that "SP i s particularly aggressive about 
i t s pricing strategy" (Good V.3., p. 1) and that SP's pricing ied 
other railroads (including UP) to reduce their prices, including, 
but not limited to, identity of shippers and receivers, identity 
of a l l bidders, comraoditita, origins and destinations of t r a f f i c , 
rates offered, and app-oxiinate dates of pricing actions. [The 
response need not include facts described on the face of Mr. 
Good's statement or in workpapers already prod'i^ed to 
Applicants.] [CR] 

A d d i t i o n a l Obiections and Response; Conrail objects t o 

t h i s I n terrogatory on the grounds t h a t i t i s overbroad and unduly 

burdensome. The burdensome search c a l l e d f o r by the 

Interrogatory i s p a r t i c u l a r l y inappropriate i n l i g h t of the f a r t 

t hat Mr. Good was available f o r deposition by Ap'.licants. 

Subject t o and without waiving these objections, 

Conrail states t h a t the bases f o r Mr. Good's statements regarding 

SP's aggressive p r i c i n g strategy and the competirive e f f e c t of 

that p r i c i n g strategy are set f o r t h i n hi s testimony. \s 

explained i n his. testimony, Mr. Goofi's understanding of SP's 

aggressive p r i c i n g strategy i s hased cn d i r e c t personal 

experience acquired ( i ) i n his three /ears a t SP, as Diiractor of 

Sales i n the Automotive Business Group the Southern P a c i f i c 

Rail Corporation from 1983 to 1990; and ( i i ) i n his s i x years at 

Conrail i n which he has worked i n the Forest Products Group 

(responsible p r i n c i p a l l y f o r the shipping of pulp and paper, and 

.scrap paper) . 

I n h i s work f o r SP i n the automotive area, Mr. Good was 

aware of — and helped to execute — SP's po l i c y of aggressively 

competing on p r i c e , and he was d i r e c t l y aware of the p r i c e -

- 2 -



lowering impact of th a t p r i c i n g strategy on SP's competitors. I n 

his work f o r Conrail i n the forest products area, Mr. Good 

understands t h a t SP has followed a s i m i l a r l y aggressive approach 

with regard to p r i c i n g the shipment of pulp, paper and scrap 

paper. That understanding i s based on what customers have t o l d 

him, what he has observed with regard t o SP's success i n winning 

contracts f o r shippers served by more than one r a i i r o a d , and his 

review of p r i c e discrepancies i n published t a r i f f s , such as f o r 

shipment of scrap paper. 

I n a d d i t i o n t o Mr. Good's V e r i f i e d Statement, the data 

set f o r t h i n Conrail's past and current scrap paper t a r i f f s — 

which are being produced i n response t o Document Request No. 36 

— strongly support the view that SP has been an aggressive price 

leader i n the f o r e s t 'products area. Those data show tha t , at 

points served by more than one r a i l r o a d (including SP or one of 

i t s a f f i l i a t e d r a i l r o a d s ) SP frequently o f f e r s a lower price — 

and often a s u b s t a n t i a l l y lower price — than UP or other 

competing r a i l r o a d s . 

7. State a l l facts supporting the contentions by 
Conrail witnesc Bridges ti.at "SP has a very aggressive pricing 
strategy" and "SP i s almost always raore price aggressive" 
(Bridges, V.S., p. 3) and that SP's pricing led other railroads 
(including UP) to reduce their prices, including, hut not limited 
to, identity of shippers and receivers, identity of a l l bidders, 
commodities, origins and destinations of t r a f f i c , rates offered, 
and approximate dates of pricing actions. [The response need not 
include any facts described on the face of Mr. Bridges' tatement 
or in workpapers already produced to Applicants.] [CR] 

- 3 -



Additional Obiections and Response; Conrail objects to 

this Interrogatory on the grounds that i t i s overbroad and unduly 

burdensome. The burdensome search called for by the 

Interrogatory i s particularly inappropriate in light cf the fact 

that Mr. Bridges was available for deposition by Applicants. 

Subject to and without waiving these objections, 

Conrail states that the bases for Mr. Bridge's statements 

regarding SP's aggressive pricing strategy and the competitive 

effec. of that pricing strategv are set forth in his testimony. 

As explained in his testimony, Mr. Bridge's understanding of SP's 

aggrersive pricing strategy in the international intermodal area 

i s based on Mr. Bridges' four years of direct personal experience 

in international intermodal marketing, including the l a s t two 

years as Director of International Marketing in the Intermodal 

Services Group at Conrail. 

Conrail's international intermodal marketing effort 

includes, among other things, serving as the Eastern portion of 

the r a i l "land bridge" by which goods are transported from West 

Coast ports to East Coast markets. Mr. Bridges understands that, 

in that capacity, Conrail serves as the hand-off railroad for 

shipments handled by SP, UP, BNSF, and other railroads. 

Moreover, frora his communications with customers and observations 

of the mark-cplace, Mr. Bridges i s av-are — where customers have 

more than one railroad available — which railroad has 

successfully bid for the Western leg of ti.** intermof'al business. 

- 4 -
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8. State a l l facts supporting the contentions by 
Conrail witness McNeil that "SP's bids are almost always lower" 
(McNeil V.S., p. 5) and that SP's pricing led other railroads 
(including UP) to reduce their prices, including, but not limited 
to, identity of shippers and receivers, identity of a l l bidders, 
commodities, origins and destinations of t r a f f i c , rates offered, 
and approximate dates of pricing actions. [The response need not 
include any facts described on the face of Mr. McNeil's statement 
or in workpapers already produced to Applicants.] [CR] 

Additional Obiections and Response; Conrail objects t o 

t h i s Interrogatory on the grounds t h a t i t i s overbroad and unduly 

burdensome. The burdensome search called f o r by the 

Interrogatory i s p a r t i c u l a r l y inappropriate i n l i g h t of the f a c t 

t h a t Mr. McNeil was available f o r deposition by Applicants. 

Subject to and without waiving these obiections, 

Conrail states t h a t the bases f o r Mr. McNeil's statements 

regarding SP's aggressive p r i c i n g strategy are set f o r t h i n h i s 

testimony and accompanying workpapers that previously have been 

produced t o Applicants. As explained i n his testimony, Mr. 

McNeil's understanding of the automotive shipping market — and 

SP p r i c i n g strategy i n t h a t market — i s based on h i s 17 years of 

d i r e c t personal experience working p r i n c i p a l l y i n t h a t area at 

Conrail, including his current p o s i t i o n as Director of Market 

Development f o r the Automotive Services Group. Price information 

supporting the statement c i t e d by the Interrogatory can be found 

i n the workpapers submitted w i t h Mr. McNeil's V e r i f i e d Statement. 

Further supporting information can be found i n the the numerous 

Master Agreements, Supplemental Agreements, and Amendments to 

those Agreements for the tr a n s p o r t a t i o n by r a i l of automobiles 

- 5 -



and automotive pArts tliat Conrail i s producing in response to 

Document Request No. 36. 

DOCUMENT REOUESTS 

Document Requests 1-35 and 37 are not directed to 

Conrail. 

36. Produce a l l documents supporting or otherwise 
relating to the facts provided in response to Interrogatories 6-
8. [OR] 

Additiona.' Obiections and Response: See objections and 

responses to Interrogatory Nos. 6-8. 

Subject to and without waiving those objections, 

Conrail i s , as described in the Interrogatory r^.sponses, 

producing responsive, non-privileged documents. 

Constance L. Abrams 
Jonathan M. Broder 
Anne E. Treadway 
CONSOLIDATED RAIL CORPORATION 
2001 Market Street 
Philadelphia, PA 19101 

Danj 
A. 
Joseph E. Kiliory, J r . 
WILMER, CUTLER & PICKERING 
2445 M Street, N.W. 
Washington, D.C. 20037 

April 16, 1996 
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CERTIFICATE v̂ F SERVICE 

I c e r t i f y that on this 16th day of / ^ p r i l , 1996, a copy 
of the foregoing Consolidated Rail Corporation's Objections and 
Responses to Applicants' Sixth Set of Interrogatories and 
Requests for Production of Documents was served by hand delivery 
to: 

Arvid E. Roach I I 
S. Wiiliam Livingston, Jr. 
Michael L. Rosenthal 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 

Paul A. Cunningham 
Richard B. Herzog 
lames K. Guiuive.n 
Harkins Cunning.iam 
1300 Nineteenth Street, N.W. 
Wash ngton, D.C. 20036 

and seirved by facsimile transmission on a l l parties on the 
Restricted Service L i s t . 

Jos 

y - 7 -
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April 15, i;»96 

HAND DFLIVERED 

Mr. Vemon A. Williams 
Surface Transportation Board 
Case Control Branch 
Room 2215 
1201 Constitution Avenue, N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760 Union Pacific Corporation, Union Pacific Railroad 
Company and Missouri Pacific Railroad Company - Control <k Merger --
Southem Pacific Rail Corporation, Southem Pacific T ansportation Company, St. 
LOuis Southwestem Railwny Company, SPCSL Corp. and the Denver and Rio 
Grande Westem Railroad Company 

Dear Secretary Williams: 

Enclosed please t"nd The Kansas City Southem Railway Company's Responses to 
Applicants' Fourth, Fifth and Sixth Discovery Requests ("KCS-38," KCS-39," and "KCS-40"). 

Also enclosed is a 3.5 inch diskette containing the text of KCS-38, KCS-39, and KCS-40. 

Sincerely yours. 

William A. Mullins 

Enc'osures 

cc: The Honorable Jerome Nelson 
Restricted Service List 
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Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
^ND MISSOURI PACIFIC RAILROAD COMPANY 

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

TRANSPORTA 1 ION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTEFJSf P̂ MLRC AD COMP/NY 

THE KANSAS CITY SOUTHERN R A I L W A Y C O M I 
APPLICANTS' FOURTH SET OF INTERl 

AND REOUEST.S FOR PRODUCTION OF 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fa>.: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W. 
Suite 400 
Washington D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

John R. Molm 
Alan E. Lubel 
William A. Mullins 
David B. Fosnee 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington, D.C. 20004-2609 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Company 

April 15, 1996 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CORPOR .̂TION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

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

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

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESPONSES TO 
APPLICANTS' FOURTH SET OF INTERROGATORIES 

AND REOUESTS FOR PRODUCTION OF DOCUMENTS 

The Kansas City Southem Railway Company ("KCS") responds *o Applicants' Fourth 

Set of Interrogatories and Requests for Production of Documents as follows: 

KCS reasserts and incorporates by reference, ito General Objections ' J Applicants' 

discovery requests as set forth in KCS-28, paragraphs 3 through 13. Subject to tt.ese 

objections and to prior rulings by Administrative Law Judge Nelson, KCS responds to 

Applicants' individual interrogatories as follows: 

13. With resoect to the transcript cited at KCS 33, p.48, (a) who prepaied it; b̂) 

was it prepared from a recording (if so, produce it); (c) are there any notes (if so, produce 

them); (d) who provided it to KCS; (e) is KCS aware of any alterations from what was in 



fact said on the conference call, inserted by anyone; (f) if so, identify same and who 

inserted them; (g) state fully KCS' knowledge, or lack of knowledge, as to the accuracy of 

the transcript. [KCS] 

Response: 

(a) James H. Sullivan of James H. Sullivan Research. 

(b) Yes. KCS does not have within its possession, custody or control the actual 

recording. 

(c) If such notes exist, they are not in the possession, custody or control of KCS. 

(d) James H. Sullivan 

(e) Yes. 

(f) Pg. 10, line 42, the words "BYE BYE esp to Mike H-" were inserted by Mr. 

Sullivan. 

(g) Based upon the representation of Mr. Sullivan, KCS believes the transcript to be an 

accurate reflection of the September 26, 1995 Union Pacific Teleconference with 

analysts. 



This 15th day of April, 1996. 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southera 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W., Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

John R. Molm 
Alan E. Lubel 
William A. Mullins 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington, D.C. 20004-2608 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Company 
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CERTIFICATE OF SERVICE 

I hereby certify that a tme copy of the foregoing "Tlie Kansas City Southem Railway 

Company's Responses to Applicants' Fourth Set of Interrogatories and Requests for 

Production of Documents" was served this 15th day of \pril, 1996, by hand delivery to 

Applicants and upon the restricted service list by U.S. mail. 

Attomey for The Kansas City Southem 
Railway Company 
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BEFORE THE 
SURFACE TRANSPORTATIO: 

Finance Docket No. 32760 

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

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

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

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESPONSES TO 
APPLICANTS' FIFTH SET Or INT2RROGATORIES 

AND REOUESTS FOR PRODUCTION OF DOCUMENTS 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816)55 -̂0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W. 
Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

April 15, 1996 

John R Molm 
Ahn E. Lubel 
William A. Mullins 
David B. Foshc* 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
suite 640 - North Building 
Washington, D.C. 20004-2609 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Company 
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BEFORE THE 
SURFACE TRANSPORTATION BO MID 

Finance Docket No. 32760 

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

~ CONTROL AND MERGER -
SOUTHERN PACr .C RAIL CORPORATION, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESPONSES TO 
APPLICANTS' FIFTH SET C INTERROGATORIES 

AND REOUESTS FOR PRODUCTION OF DOCUMENTS 

The Kansas City Southem Railway Company ("KCS") responds to Applicants' Fifth 

Set of Interrogatories and Requests for Production of Documents as follows: 

KCS reasserts and incorporates by reference, its General Objections to Applicants' 

discovery requests as set forth in KCS-28, paragraphs 3 through 13. Subject to these 

objections and to prior mlings by Administrative Law Judge Nelson, KCS responds to 

Applicants' individual interrogatories as follows: 

1. Do you have any information about any offers made by or on behalf of any 

party to this proceeding opposing the UP/SP merger, or anyone affi'iated with such party, to 

provide funds or other consideration to another such party to help finance its opposition 

efforts, and, it so, state that information and identify (and produce) any documents referring 

or relating to such of'ers. [You may exclude offers made to an association party by its 



Tiicmoers, or offers to finance work which was proffered to the Board as being jointly 

sponsored by the parties involved in the offer.] |[Cen-Tex, CR, KCS, MRL, Tex >̂ ex, 

CCRT, CMA, NITL, SPI, STRICT, WCTL, WSC] 

Response: KCS objects to this interrogatory as requesting information that is 

neither relevant to this proc<*suing nor likely to lead to the discovery of admissible evidence. 

KCS further objects on the grounds that such information is subject to the work product md 

joint and common defense privilege and protected by the First Amendment. 

Document Requests 

2. To the extent not done as part of your prior discovery responses or March 29 

filings, with respect to the joint verified statement of Patteye J. Simpson and H. Lynn 

Turner, identify any instances relied on to su;>port their statements in: 

(a) the second bu!!et-point on p. 96, including for each instance (V the 

aime of the shipper, (2) the local carrier (3) the rail origination, local destination, and final 

destination city and state, (4) the date of any shipments, and (5) the name and seven-digit 

STCC code of the chemical shipped; 

(b) the third bullet-point on p. 96, including for each instance (1) the name 

of the shipper, (2) the crty and state of each manufâ vuring facility, (3) the relevant dates of 

operation of each facility, and (4) the name and seven-digit STCC code of any chemicals 

subject to such rescheduled production; 

(c) the first bullet-point on p. 97, including for each instance (1) the name 

of the shipper, (2) the local carrier, (3) the rail origination, local destination, and final 

2 -



destination city and state, (4) the date of any shipments, and (5) the name and seven-digit 

STCC code of the chemical shipped; 

(d) the second bullet-point on p. 97, including for each instance (1) the 

name of the shipper, (2) the rail origination and destination city and state, (3) the <L\lt of any 

shipments, and (4) the name and seven-digit JTCC code of the chemical shipped; 

(e) the third bullet-point on p. 97, including for each instance (1) the name 

of the shipper, (2) the rail origination and destination city and state, (3) the date of any 

shipments, and (4) the name and seven-digit STCC code of the chemical shipped; and 

(f) the first bullet-point on p. 98, including for each instance (1) the name 

of the shipper, (2) tht rail origination and destination city and state, (3) the date of any 

shipments, and (4) the name and seven-digit STCC code of the chemical shipped. [KCS] 

Response: Document Request No. 2 does not seek any documents. /-3 worded KCS 

assumes Applicants intended the request as an interrogatory, and it will respond accordingly. 

Further, Witness Turner has no documents to substantiate the situations described on pages 

96 through 98 of the joint statement since he is no longer employed by SP. Accordingly, the 

following responses are based ui.on i:> fot mation and belief and the witness' best recollection 

of the facts. 

(a)(1) Schintech Plastics; (2) Union Pacific; (3) Houston, TX as rail origination, 

Houston, TX as local destination and various final destination cities/states; (4) in 

late 80's and/or early 90's - unknown whether the practice continues; (5) Plastics 

28-211-43. 



(b) (1) Cabot Corporation; (2) Rail stations Bayou Sale, LA on SP and Tate Cove, 

LA on UP; (3) Boch plants continue to be operational; (4) Carbon Blacks, 28-996-

10. 

(c) (1) Texas Eastman Division, Eastman Chemical Company, (2) Jointly served 

facilities at Longview, TX by UP and ATSF (ATSF interchange to SP at Tenaha, 

TX for Houston, TX (Galena Park destined traffic); (3) Pak Tank for account of 

Texas Aromatics, Galena Park (Houston) TX; (4) at least until March, 1995; (5) 

Propionic Acid, 28-186-34, Petroleum Naphtha, 29-119-82. 

(d) (1) Various shippers, including Exxon Chemical, USA, Baytown, TX and Eastman 

Chemical Company, Longview, TX; (2) Various Northeast and Southeast 

destinations and consignees on lines of CR, NS, CSXT, iC and others, including, 

GATX terminal at Argo, Illinois on IC line and Netera Chemical at Harriman, NY on 

Conrail, (3) at least until March, 1995; (4) Solvents 21 S4-20, Plastics 28-211, and 

others. 

(e) (1) UP's exclusive customer at Odessa, TX is Rexeiie Polymers, unable to recall 

SP's customer or actual receiver in the Los Angeles, CA area; however, witness 

believes shipments were destined to Long Beach, CA. 

(f) (1) Exxon Chemical USA; (2) Rail origins of Baytown and Mt. Belvieu, TX on 

SP and Baytown TX on UP; (3) Various dates of shipment since 1970's and probably 

to the present; (4) Plastics 28-211. 

4-



This 15th day of April, 1996. 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, Rill & Scott 
3050 K Street, N.W., Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

John R, Molm 
Alan E. Lubel 
William A. Mullins 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington, D.C. 20004-2608 
Tel: (202) 274-2950 
Fax: (202̂  274-2994 

Attomeys for The Kansas City Southem 
Railway Company 

-5 



CERTIFICATE OF SERVICE 

I hereby certify that a tme copy of the foregoing "The Kansas Cî y Southem Railway 

Company's Responses to Applicants' Fifth Set of Interrogatories and Requests for Production 

of Documents" was served this 15th day of April, 1996, by hand delivery to Applicants and 

upon the restricted service list by U.S. mail. 

Attorney for The Kansas City Southem 
Railway Company 

" - 6 -



0«ice cf i^c z-xrJ.:^^ 
KCS-40 

P of SURFA« ARD 

Fi 

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

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

TRANSPORTATION COMPANY, ST. LOUIS SO^JTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY'S RESPONSES TO 
APPLICANTS' SIXTH SET OF INTERROGATORIES 

AND REOUESTS .-OR PRODUCTION OF DOCUMENTS 

Richard P. Bmening 
Robert K. Dreiling 
The Kansas City Southem 

Railway Company 
114 West llth Street 
Kansas City, Missouri 64105 
Tel: (816) 556-0392 
Fax: (816) 556-0227 

James F. Rill 
Sean F.X. Boland 
Virginia R. Metallo 
Collier, Shannon, kill & Scott 
3050 K Street, N.W. 
Suite 400 
Washington, D.C. 20007 
Tel: (202) 342-8400 
Fax: (202) 338-5534 

John R. Molm 
Alan E. Lubel 
William A. Mullins 
Dax'id B. Foshee 
Troutman Sanders LLP 
601 Pennsylvania Avenue, N.W. 
Suite 640 - North Building 
Washington, D.C. 20004-2609 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

Attomeys for The Kansas City Southem 
Railway Compaiiy 

April 15, 1996 



o KCS-40 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNION PACIFIC CO:̂ •̂ ORATION, UNION PACIFIC R/vILROAD COMPANY 
/LND MISSOURI PACIFIC RAILROAD COMPANY 

~ CONTROL AND MERGER ~ 
SOUTILERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

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

RIO GRANDE WESTERN RAILROAD COMPANY 

THE KANSA.'. CrTY SOUTHERN RAILWAY COMPAN RESPONSES TO 
APPLICANTS' SIXTH SET OF INTERROGATORIES 

AND REOUES'^S FOR PRODUCTION OF DOCUMENTS 

The Kansas City Southem Railway Company ("KCS") responds to Applicants' Sixth 

Set of Interrogatories and Requests for Production of Documents as follows: 

KCS reasserts and incorporates by reference, its General Objections to Applicants' 

discovery requests as set forth in KCS-28, paragraphs 3 through 13. Subject to these 

objections and to prior mlings by Administrative Law Judge Nelson, KCS responds to 

Applicants' indiviaua! interrogatories as follows: 

37. Produce the publication listed as the third item on p. 153 of the verified 

statement of James MacDonald. [KC'S] 

Response: This document has been placed in KCS's document depository 

(N0000572K - N0000628K). 



CERTIFICATE OF SERVICE 

I hereby certify that a tme copy of the foregoing "The Kansas City Southera IU! "2y 

Company's Responses to Applicants' Sixth Set of Interrogatories and Requests for Production 

of Documents" was seived this I5th day of April, 199<>, by hand delivery to Applicants and 

upon the restricted service list by U.S. mail. 

Attoraey for The Kansa? City Southera 
Railway Company 
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Item \o. 

Page Count 4-
One James Center 
Richmond, Virginia 23219 
Tolephone: (804) 783-1343 
Tele-̂ opy: (804) 783-1355 

PETER J. SHUDTZ 
General Counsel 

A p r i l 1 - . 1996 

O f f i c e of the Secr e t a r y 
Case C o n t r o l Branch 
Surface T r a n s p o r t a t i o n B o a r i 
1201 C o n s t i t u t i o n Ave., N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760 

Union P a c i f i c - Co n t r o l & Meraer - Southern P a c i f i c 

Reply t o J o i n t Motion 

Dear S e c r e t a r y W i l l i a n s : 
Fr.closed f o r f i l i n g ic; an o r i g i n a l and twenty copies of our 

Reply t o J o i n t Motion o f NITL, et a.1. i n the above-captioned 
proceeding. 

Very t r u l y yours, 

cc: The Honorable Jerome Nelson 
A d m i n i s t r a t i v e Law Judge 

A r v i d E. Roach I I , Esquire 
Paul A. Cunningham, Esquire 

puc)ic r.a'"" _ 



gNTilRgD 
OffiCfl of the Socrefary 

Offico of the Gecfctary 

APR 1 9 1996 
I ' 

Public Record 
THE 

SlTRFACE TRANSPORTATION BOARD 

UNION PACIFIC C(3RPORATlON, UNION PACIFIC RAILROAq^£)MP/W3 
AND MISSOURI PACIFIC R/JLROAD COMPANY 

-- CONTROL AND MERGER --
SOUTHEkN PACIFIC RAIL CORPORATION. SOUTHERN PACIFIC 

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILW\Y 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

REPLY TO JOINT MOTION OF 
NATIONAL INDUSTRL\L TRANSPORTATION LEAGUE, ET AL. 

By Joint Motion dated April 10, 1996, the National Industrial T-ansportation League, 

et al. seek a Board order restricting tne parties who iray make responsive filings in this 

proceeding on April 29, 1996. In brief, movants argue that the Board's prior decisions do 

not contemplate the making of such responsive filings by non-applicants and th: t the making 

of such responsive filings would burden this record and disrupt the orderly process of this 

case. 

CSX is opposed to the entry of an order as requested in the Jcint Motion. Contrary 

to movants" assertion, the Board's decisions in this proceeding r' > not preclude the filing of 

truly responsive pleadings by non-applicants. Moreover, the interpretation now sought by 

NITL, et al. would limit the ability of interested parties to afford the Board their views with 

respect to comments filed on March 29, 1996. 

Clearly, the Board should entertain responsive filings. This is especially the case in 



. this proceeding where the April 29th filing date is the first opportunity that parties have lO 

be heard on the March 29th filings. Movants have faiied to demonstrate how such 

responsive filings would overburden this record or otherwise adversely affect the Boarc's 

orderly disposition of this ca.se. 

Accordingly, CSX respectfully requests that the Board deny the Joint Motion. 

Respectfully submitted, 

Peter J. Shut/tz ^ 
CSX Corporation 
One James Center 
901 E. Cary Street 
Richmond, Virginia 23219 

Attorney for CSX Corporation and its 
subsidiaries, includinp CSX Transportation. Inc. 

April 15, 1996 
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^ Certificate of Service 

I hereby cert'fy that on this 15th day of April, 1996, I served a copy of the forego-ng Reply 

to Joint Motion by first-class mail, postage prepaid upon each party of record in Fin:̂ !̂.•e 

Docket No. 32760. 

J. Shudt/ y Peter J. Shudt̂  
CSX Corporation 
One James Center 
901 E. Cary Street 
Richmond, Virginia 23219 
(804) 783-1343 
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Page Count. 

~^^tj4t^^ 

APR 1 ? m 
p n Psrtot 
I o I Public Record 

Finance Docket 
UNIO " ^^"^^^ 

-SOUTHERN PACIFIC "^RGER ' " ^ 
IRANSPORTATION C O M P A S ' ^ i l ^°3^ '^^0H. SOUTriEP , PAr iFTr 
\ COMPANY, sTĉ cORP ' X TH1?'JS"^=-' S^SAY 
^ HIO GRANDE WESTERN ^ T L R S ^ O " . 

APPLICANTS' REPLY 

94105 

CANNON Y. HARVF-r 
LOUTC P. WARCHOT 
CAROL A. HAKK^S 
Southern Pac:fic 

PAUL A. CUN?JII..-HAM 
RICHARD B. .lERzSf 
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RICHARD J. RESSLER 
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JAMF3 V. DOLÂvT 
PAUL A. CONLEY J R 
LOUISE A. RifTw' • 
Law Department 
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BEFORE THE 
SURFACE TRANSPORTATION BOAR: 

rxnance Docket No. 32760 

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

-- CONTROL AND ME.<GER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMP;̂ NY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CCRP. AND THE DEN'/ER AND 

RIO GRANDE WE.STERN RAILROAD COMPAN-i' 

APPLICANTS' REPLY TO JOINT MOTION 
FOR CLARIFICATION OF DECISION NO. 6 

Union P a c i f i c Corporation ("UPC"), Union Pr.cific 

Railroad Company ("UPRR"), Missouri Pacifi": Railroad Company 

("MPRR"),-' Southern P a c i f i c Raii Corporation ("SPR"), Sou^.. rn 

Pac i f i c Transportation Company ("SPT"), St. Louis Southwestern 

Railway Company ("SSW"), SPCSL Corp. ("SPCSL"), and The Denver 

and Rio Grande Western Railroad Company ('• DRGW) , h e r e b y replv 

to the Joint Motion of various pa r t i e s f o r C l a r i f i c a t i o n of 

Decision No. 6, f i l e d on A p r i l 10, 1996 ("Joint Motion"). 

INTRODUCTION 

In i t s Decision Nos. 6 and ̂ , served October 19, 1995 

and Decem.ber 27, 1995 respectively, the ICC issued a f i n a l 

procedural schedule under which c e r t a i n categories of f i l i n g s are 

UPC, UPRR, and MPRR are re f e r r e d to c o l l e c t i v e l y as "Union 
P a c i f i c . " UPRR and MPRR are re f e r r e d to c o l l e c t i v e l y as "UF." 

SPR, SPT, SSW, SPCSL and DRGW are referred to c o l l e c t i v e l y 
as "Southern P a c i f i c . " SPT, SSW, SPCSL and DRoW are r e f e r r e d to 
c o l l e c t i v e l y as "SP." 
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to be made on A p r i l 29, 1996. The parties to the Jo i n t Motion 

(the "Joint Movants") seek an advance decla.-ation by the Board 

that non-Applicant p a r t i e s are precluded from making a l l but a 

narrow category of f i l i n g s -- responses in v o l v i n g r e l a t e d or 

responsive applications -- cn A p r i l 29. 

The impetus f o r the Joint Motion i s the Joi n t Movants' 

desire to prevent BN/Santa Fe from responding to the numerous 

a l l e g a t i o n s r e l a t i n g to BN/Santa Fe that Joint Movants and ot.her 

p a r t i e s submitted on March 29. Having leveled a blunderbuss 

attack on every conceiva'""" e aspect of the settlement agreement 

between BN/Santa Fe and Applicants i n t h e i r comments, Joint 

Movants now seek to preclude BN/Santa Fe from responding to that 

attack. More broadly. Joint Movants .seek to foreclose any non-

Applicant responses to the various comments and proposed 

conditions they spelled out f o r the f i r s t time i n the.'.r March 29 

f i l i n g s . As discussed below, however. Board Decision Jos. 6 and 

9 c l e a r l y authorize such f i l i n g s on A p r i l 29. 

That Joint Movants would make such a b l a t a i i t move to 

protect t h e i r evidence from c r i t i c i s m at thi.? stage of ti.e 

proceeding speaks volumes about t h e i r confidence i n that 

evidence. Put s i r p l y , the Joint Motion i s an e f f o r t to deprive 

the Board of important and useful informatj.on that w i l l assist i t 

i n rendering a decision i n t h i s case The Board should promptly 

deny the Joint Motion. 

J 
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ARGUMENT 

Desp.-'te J o i n t Movants' t o r t u r e d arguments to the 

contrary, Decision Nos. 6 and 9 c l e a r l y authorize f i l i n g s by non-

Applicants on A p r i l 29 m response to the comments and conditions 

submitted by merger opponents on March 29. Decision Nos. 6 and 9 

provide that three types of f i l i n g s may be made on or before 

A p r i l 29: (1) responses to inconsistent and responsive applica­

t i o n s ; (2) responses "to comments, protesta, requested condi­

t i o n s , and other opposition"; and (3) " [ r i e b u t t a l i n support of 

primary ap p l i c a t i o n and rel a t e d applications." These categories 

p l a i n l y encompass the f i l i n g s Joint Movants seek t o preclude. 

A. The Board Has Authorized Non-Applicant Responses to 
Opposition Evidence and Argument 

The second category of f i l i n g s the Boa?-d l i s t e d i n 

s e t t i n g the A p r i l 29 deadline -- responses to "comments, 

protests, rf^quested conditions, and other opposition" -- on i t s 

face authorizes responses by non-Applicants to the f i l i n g s i n 

opposition to the merger made on March 29. This category i s not 

l i m i t e d to responses by Applicants. By i t s p l a i n terms, i t 

encompasses a response by BN/Santa Fe to the many alle g a t i o n s i n 

the March 29 f i l i n g s concerning BN/Santa Fe's in t e n t i o n s and the 

obstacles i t supposedly faces i n connection w i t h implementation 

of i t s settlement agreement wit h Applicants. I n ad d i t i o n , a non-

Applicant that would be disadvantaged by a condition proposed by 

Conrail (for example) would be e n t i t l e d to present evidence i n 

response to Conrail's presentation i n support of the condition. 
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Common sense supports the conclusion that the Poard 

meant what i t said i n Decision Nos. 6 and 9. I t would make no 

sense f o r the Board t o seek responses only from Applicants, when 

i n fa c t many other p a r t i e s wouxd be affected i f the Board were to 

accept p a r t i c u l a r requested conditions or other opposition 

arguments. As a matter of fairness, such p a r t i e s should have the 

opportunity to provide the Board with evidence about the e f f e c t 

on them. Moreover, the Board cle a r l y would benefiu from hearing 

the responses of these parties to the evidence and arguments 

f i l e d on March 29. 

For example, many parties have presented the Beard w i t h 

arguments c r i t i c i z i n g the BN/Santa Fe settlement agreement and 

j evidence purporting to support those 'rguments. Applicants' 

f i l i n g s w i l l show v;hy those c r i t i c i s m s are without merit. 

However, BN/Santa Fe -- the subject of much of the c r i t i c i s m , and 

w i t h an obvious stake i n the settlement agreement -- should also 

have an opportunity t o respond. The Board i t s e l f no doubt w i l l 

b enefit from hearing BN/Santa Fe'f perspective on the a l l e g a t i o n s 

and i t s evidence i n support of i t s p o s i t i o n . 

Likewise, i t i s e n t i r e l y appropriate that other non-

Applicants should have the opportunity to o f f e r evidence i n 

response to proposed conditions and other arguments presented by 

opponents of the merger. Such proposals are l i k e l y to a f f e c t not 

only Applicants, but shippers, r a i l r o a d s , and others. The 

March 29 f i l i n g s are the f i r s t d e t ailed presentations of t h e i r 

j proposals that merger opponents have made to tbe Board. Thus, 



other p a r t i e s a f f e c t e d by a proposal would have had no p r i o r 

occasion to respond formally to i t . Any response could come only 

i n the next round of f i l i n g s . - ^ 

J o int Movants attempt to argue that the p l a i n language 

of the Board's decisions concerning A p r i l 29 f i l i n g s cannot mean 

what i t says. They c i t e the Board's statement at page 7 of 

Decision No. 6 that p a r t i e s that simply f i l e comments, protests, 

or requests f o r conditions w i l l not be allowed to f i l e r e b u t t a l 

evidence on May 14. (Joint Motion, p. 3.) This statement, 

however, has no relevance to the r i g h t of a non-Applicant to 

respond on A p r i l 29 t o , f o r example, a merger opponent's request 

for conditions. Rather, the statement means that, a f t e r 

responses to the request have been f i l e d on A p r i l 29, the 

requester w i l l not be e n t i t l e d to make a r e b u t t a l f i l i n g on 

May 14. Such r e b u t t a l f i l i n g s are authorized only f o r those 

par t i e s that f i l e d inconsistent and responsive applications on 

March 29. (Decision No. 6, pp. 7-8.) 

The Jo i n t Movants' suggestion (at Joint Motion, p. 1) 

that there w i l l be a "geometric p r o l i f e r a t i o n of f i l i n g s " i f non-

Applicants are permitted to f i l e more than responses to 

inconsistent applications on A p r i l 29 i s e n t i r e l y without merit. 

There i s thus no basis f o r Joint Movants' claim (a: J o i n t 
Motion, p. 5) that a party such as CSX would be engaged i n 
"sandbagging" i f i t were to submit comments on a dive.^^titure 
proposal on A p r i l 29. Because such a proposal would have been 
described i n d e t a i l to the Board f o r the f i r s t time on March 29, 
CSX obviously could not have f i l e d any meaningful comments on the 
same date. 
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The Board authorized responses to "comm.ents, protests, requested 

conditions, and other opposition" (Decision No. 9, p. 15) 

(emphasis supplied). Thus, non-Applicants are not free to make 

any sort of f i l i n g they please; instead, they are confined to 

addressing the "opposition" evidence f i l e d on March 29.-^ 

Clearly, p a r t i e s that opposed the merger or sought conditions on 

March 29 are not e n t i t l e d to f i l e f u r t h e r evidence i n opposition 

to the merger on A p r i l 29. The Board did not grant merger 

opponents such a second b i t e of the apple. The non-Applicant 

f i l i n g s on A p r i l 29 w i l l be both l i m i t e d i n scope and of obvious 

u t i l i t y to the Board. 

B. BN/Santa Fe Is E n t i t l e d to F i l e Rebuttal i n Support of 
the Primary Application 

As explained i n the preceding section, BN/Santa Fe, 

l i k e other non-Applicants, i s e n t i t l e d to f i l e a response to the 

March 29 opposition f i l i n g s . BN/Santa Fe may make an A p r i l 29 

- For t h i s reason, i t i s u n l i k e l y that a party t h a t wished to 
f i l e comments on the merger app l i c a t i o n i t s e l f " would wait u n t i l 
A p r i l 29 to do so. Joint Movants' p r e d i c t i o n t h a t , i f non-
Applicant responses are allowed, many pa r t i e s w i l l delay f i l i n g 
substantive comments u n t i l the l a s t minute (Joint Motion, pp. 4-
5) i s e n t i r e l y u n r e a l i s t i c . 

The suggestion that i f non-Applicants may respond on 
A p r i l 29 a party requesting conditions i n i t s March 29 f i l i n g 
must be given the r i g h t 'o f i l e r e b u t t a l has no merit. Parties 
such as Conrail ejected to propose d i v e s t i t u r e s and other 
conditions without f i l i n g an inconsistent or responsive 
a p p l i c a t i o n , presumably i.n order to avoid the o b l i g a t i o n to 
provide extensive inforr.ation supporting t h e i r proposals. These 
pa r t i e s made t n i s choice knowing f u l l w ell that the Board had 
already decided that p a r t i e s not f i l i n g an a p p l i c a t i o n would not 
be e n t i t l e d to f i l e r e b u t t a l evidence f o l l o w i n g r e c e i p t of the 
A p r i l 29 responses. 
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submission f o r the a d d i t i o n a l reason that i t i s e n t i t l e d to f i l e 

" [ r ] et ...ttal i n support of primary application and re l a t e d 

a p p l i c a t i o n s , " the t h i r d category of A p r i l 29 f i l i n g s authorized 

by the; Board i n Decision Nos. 6 and 9. 

Applicants presented t h e i r settlement agreement w i t h 

BN/Sanca Fe as an i n t e g r a l part of t h e i r a p p l i c a t i o n f i l e d on 

Novemljer 30, 1995. BN, Santa Fe f i l e d extensive evidence 

supporting the settlement agreement on December 29, 1995. 

Parties t h a t c r i t i c i z e the BN/Santa Fe eviaence i n t h e i r Mc :h 29 

f i l i n g s have treated the BN/Santa Fe agrf;ement as an i n t e g r a l 

part of the Applicants' proposed merger. In the.^e circum.stances, 

any liJ/Santa Fe f i l i n g on A p r i l 29 q u a l i f i e s as " [ r ] e b u t t a l i n 

support of primary a p p l i c a t i o n . " 

CONCLUSION 

Decision Nos. 6 and 9 c l e a r l y permit non-Applic?nts to 

make f i l i n g s on A p r i l 29 i n response not only to inconsistent and 

responsive ap p l i c a t i o n s , but also to requested conditions and 

other forms of opposition to the proposed merger f i l e d on 

March 29. There i s no basis f o r Joint Movants' arguments to the 

contrary. Moreover, i f t h e i r p o s i t i o n were accepted, the r e s u l t 
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would be t o dep r i v e the Board of evidence c r u c i a l t o i t s d e c i s i o n 

i n t h i s case. The J o i n t Motion should be denied. 

CANNON Y. HARVEY 
LOUIS P. WARCHOT 
CAROL A. HARRIS 
Southern P a c i f i c 

T r a n s p o r t a t i o n Company 
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PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
JAMES M. GUINIVAN 
Harkius Cunningham 
1300 Nine t e e n t h S t r e e t , N.W. 
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S o u t i e r n P a c i f i c T r a n s p o r t a t i o n 
Company, Sc. Louis Southwestern 
Raiiv/ay Company, SPCSL Corp. and 
The Denver and Rio Grande 
Western R a i l r o a d Company 

R e s p e c t f u l l y submitted, 

CARL W. VOf BERNUTH 
RICHARD J. RESSLER 
Union P a c i f i c C o r p o r a t i o n 
M a r t i n Tower 
Eighth and Eaton Avenues 
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(610) 861-3290 

JAMES V. DOLAN 
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LOUISE A. RINN 
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1416 Dodge S t r e e t 
Omaha, Nebraska 60179 
(102) 271-5000 
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UNION PACIFIC CORPOP.\riON. UNION PACIFIC RAILROAD COMP 
AND MISSOURI PACIFIC RAILRO.AD CO.MPANY 

- CONTROL AND TvlERGE^ -

S' )UTHERN PACIFIC RAIL CORPORATION. SOUTHERN PACIFIC 
TRANSPORTATION COMP.A.NY. ST. LOUIS SOUTHWESTERN PAIL WAY 

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

REPLY TO MOTION OF THE ALLIED RAIL U7JI0NS FOR ORDER DESIGNATING 
BURLINGTON NORTHERN RAILROAD COMPANY AND IHE ATCHISON, TOF EKA 

AND SANTA FE RAILWAY COMPANY AS CO-.\PPLICA^yTS 

Jeffrey R. Moreland 
Richard E. Weicher 
Janice G. Barber 
Michael E. Roper 
Sidney L. Strickland, Jr. 

Burlington Northem 
Railroad Company 

3 SOO Con*iiiental Plaza 
777 Main Street 
Ft. Worth. Texas 76102-5384 
(817) 333-7954 

and 

Erika Z. Jones 
Adrian L. Steel. Jr. 
Roy T. Englert, Jr. 
Kathryn A. Kusske 

Mayer, Brown & Platt 
2000 Pennsylvania Avei ue, 
Washington, D.C. 20006 
(202) 463-2000 

N.W. 

ENTERED 
Cficeoftfie Secretary 

iiPR 1 1 1996' 
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Public Record The Atchison, Topeka and Santa Fe 

Railway Company 
1700 East Golf Road 
Schaumburg, Illinois 60173 
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Attomeys for Burlington Northern Railroad Company 
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.April 10. !996 



BN/SF-51 

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 
DENVE < AND RIO GRANDE WESTERN R.AILROAD COMPANY 

REPLY TO MOTION OF THE ALLIED RAIL UNIONS FOR ORDER DESIG '̂ATING 
BURLINGTON NORTHERN RAILROAD COMPANY AND THE ATCHISON, TOPEK.A 

AND SANTA FE RAILWAY COMPANY AS CO-APPLICANTS 

Burlington Northem Railroad Company ("BN") and The Atchison, Topeka and Santa 

Fe Railway Company ("Santa Fe") ';collcctively, "BN/Santa Fe") hereby reply to the motion 

of the Allied Rail Unions ("ARU") for an order designating 3N and L'̂ anta Fe as "co-

applicants" with the primary applicants. Union Pacific and Southem Pacific ("UP/SP"), in 

this proceeding.- ARU bases its motion on the fact that UP/SP entered into an agreement 

- In its motion, ARU altematively requests the Surface Transpoitation Board to 
(continued...) 



with BN/Santa Fe. dated September 25, 1995, as supplemented November 18, 1993 (the 

"BN/Sani i Fe" Agreement"), to address potential competitive concems arising from the 

proposed merger. It is clear, however, lhat neither BN nor Santa Fe is an "applicant" as 

that term is defined in the Surface Trai.sportation Board's regulations or as the term has 

been applied in prior merger .ind control proceedings. 

First, the transaction for which Board approval is sought in this oroceeding is the 

acquisition and exercise of control by UP over SP, along with the resulting merger of SP 

into JP and consolidation of their rail operations. See UP/SP-22, at 1. UP, SP and their 

related affiliates are the pjulies that have initiated that transaction, and thus they are the 

"applicants" under 4^ C.F.R. § 118C.3(a). BN/Santa Fe is neither a party to nor involved in 

that merger transaction. Indeed, when the Interstate Commerce Commission accepted 

UP SP's application in Decision No. 9 (sersed December 27, 1995), only UP, SP and their 

related affiliates were reterrcd to and identified as .pplicants; BN/Santa Fe was referred to 

and iden'Ĵ êd separately and not as an applicant. ARU filed no objection at that time to 

the failure fc characterize BN/Santa Fe as an applicant, notwithstanding the fact that the 

BN'Santa Fe Agreement had been previously filed with the Commission and its existence 

and relationship to the primary transaction were well known to all parties, including ARU. 

-(...continued) 
impose New York Dock conditions (New York Dock R\ —Control-Brooklvn Eastem Dist., 
360 I.C.C. 60, 84-90 (1979)) on the BN/Santa Fe Agreement. Because ARU's altemative 
motion is not procedural in nature but rather argues for substantive relief BN/Santa Fe will 
respond to that aspect of ARU's motion in its April 29, 1995 filing and/or in its brief In 
this regard, we note thaV as -efiected in Arvid E. Roach II's April 8, 1996 letter to 
Secretar) Williams, counse' for ARU has agreed to such timing for UP/SP's response to 
ARU's morion cs a whol;. 
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Second, contrary to ARU's argument, the effect of the designation of BN/Santa Fe 

as an applicant would not be to impose New York .Dock conditions on all aspects of the 

operations unde*- the BN/Santa Fe Agreement. Rather, ;inder the Board's regulations, the 

purpose of designating a party as an "applicant' is to require that party to provide the Board 

wilh oUiTicient information conceming itself and its operations to permit the Board to fully 

and properly evaluate the application. Here, the designation of BN/Santa Fe as an applicant 

at this late date would do nothing to advance or serve that purpose. Accordingly, ARU's 

untimely, misdirected effort should be rejected. 

Third, in merger or contro' proceedings, the Interstate Commerce Conimission has 

not historically treated parties entering into settlement agreements wilh priman,- applicants 

as applicants - either for purposes of information submission or labor protective conditions. 

Thus, in the recently concluded BN and Santa Fe proceeding (Finance Docket No. 32549). 

SP and applicants BN and Santa Fe executed a settlement agreement which providê " 

extensive trackage rights to SP in order to address potential competitive concems. The 

Commission did not treat or identify SP as an applicant; rather, as has been the standard 

and consistent practice. SP sought implementation of its trackage rights through the 

exemption process authorized under the Commission's regulations, and the standard 

trackage riglvs labor protective conditions set out in Norfolk and Westem Rv. Co.--

Trackaize Ritzhts-BN. 354 I.C.C. 605 (1978), as modified in Mendocino Coast Rv.. Inc-

Lease and Operate, 360 I.C.C. 653 (1980), were impo.sed by the Commission. Burlington 

Northem Inc., el al.—Control and Merger-Santa Fe Pacific Corporation, et al.. Finance 

Dockei No. 32549, Decision No. 38 (served August 23, 1995), at 117. Notwi'Jislanding 
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.ARU's arguments to the contrary, the BN/Santa Fe Agreement is no different in purpose or 

effect than the SP settlement agreement in the BN/Santa Fe merger proceeding, and thus 

there is no reason to treat BN/Santa Fe as an applicant here. 

Accordingly, BN/Santa Fe requests that .ARU's motion for an order designating 

BN/Santa I e as an applicant be denied. 

Respectfully submitted. 
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Richard E. Weicher 
Janice G. Barber 
Michael E. Roper 
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2000 Pennsylvania Avenue, N.W. 
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(202) 463-2000 

Atiomeys for Burlington Northem Railroad Company 
and The Atchison. Topeka and Santa Fe Railway Company 
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