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April 12, 1996
Via Hand Delivery

Vernon A. Williams

Secretary

Surface Transportation Board

Room 2215

12th Street & Constitution Avenue, N.W.
washington, D.C. 20423

Re: Union Pacific Corp., Union Pacific RR. Co. and Missouri
Pacific RR Co. -- Control and Merger -- Southern
Pacific Rail Corp., Southern Pacific Transp. Co.,

St. Louis Southwestern Rw. Co., SPCSL Corp. and The
Denver and Rio Grande Western RR Co.,
Finance Docket No. 32760

Dear Secretary Williams:

Enclosed for filing are an original 2nd twenty copies of
TM-27, Supplemental Responses of The Texas Mexican Railway
Company to the Applicants' First and Second Set of
Interrogatories and Request for Production of Documents. Also

enclosed is a 3.5" floppy computer disc containing a copy of each
of the filings in Wordperfect 5.1 format.

Sincerely,

il Tl

Richard A. Allen

Enclosures

._____Em—'—_-_}"‘_' - "N'-
cc: Restricted Service List {
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Office of the Secretary
‘APR 1 7 1996

Part of
IEI Public Record
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SUPPLEMENTAL RESPONSES OF
THE TEXAS MEXICAN RAILWAY COMPANY
TO THE APPLICANTS'
FIRST AND SECOND SET OF
INTERROGATORIES AND REQUEST
FOR_ PRCDUCTION OF DOCUMENTS

Richard A. Allen

Andrew R. Plump

John V. Edwards

Zuckert, Scoutt & Rasenberger, LLP
Brawner Building

888 17th Street, N.W.

Washington, D.C. 20006-3939

(202) 298-8660

-Attorneys - for The Texas
Mexican Railway Company
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BEFORE THE
SURFACE TRANSPORTATIOYN BOARD

)
Union Pacific Corp., Union Pacific )
RR. Co. and Missouri Pacific RR Co.) Finance Docket No. 32760
-= Control and Merger -- Southern )
Pacific Rail Corp., Southern )
Pacific Trans. Co., St. Louis )
Southwestern Rw. Co., SPCSL Corp. )
and The Denver and Rio Grande )
Western Coc:p. )
)

SUPPLEMENTAL RESPONSES OF
THE TEXAS MEXICAN RAILWAY COMPANY
TO THE APPLICANTS'
FIRST AND SECOND SET OF
INTERROGATORIES AND REQUEST
FOR_PRODUCTION OF DOCUMENTS

The Texas Mexican Railway Company ("Tex Mex"), hereby
supplements its responses to the Applicants' First

Interrogatories and First Request for Production of Documents to

Tex Mex served by the Applicants?/ on Februaiy 26, 1996, and

Applicants' Second Interrogatories and Request for Production of

Documents, served by the Applicants on April 3, 1996.

1/ Union Pacific Corporation, Union Pacific Railroad Company,
Missouri Pacific Railroad Company, Southern Pacific Rail
Corporation, Southern Pacific Transportation Company, St. Louis
Sonthwestern Railway Company, SPCSL Corporation, and the Denver
and Rioc Grande Western Railroad Company.

-] -




GENERAL RESPONSES
Tex Mex incorporates by reference the general responses it
made in its init’al response to the Applicants' First

Interrogatories and Document Requests to Tex Mex (TM-19).

GENERAL OBJECTIONS

Tex Mex incorporates by reference the general objnctions it
made in its initial response to the Applicants' First

Interrogatories and Document Requests to Tex Mex (TM-19).

SPECIFIC OBJECTIONS

Tex Mex preserves and incorporates by reference the specific
objections it made to each individual interrogatory and document

request to which Tex Mex provides a supplemental response herein.

RESPONSES TO SPECIFIC
INTERROGATORIES AND DOCUMENT REQUESTS

Applicants' First Set of Interrogatories

Tex Mex hereby supplements its response to the following
interrogatories:

Interrogatory 3.

"Specify all facts that support the contention by
Tex Mex that UP's line between Algoa and Placedo,
Texas, or any part thereof, is congested or will be
congested following the UP/SP merger."

Response: The verified statement of Allen W. Kaley, Jr.,

which appears in Tex Mex's responsive application, discusses




congestion on the UP line from Algoa to Placedo. His workpapers

have been produced to the Applicants.

Interrogatory 4:

"Letters sent by Tex Mex to shippers to solicit
support statements say that Tex Mex may 'ask for
trackage rights to points such as Beaumont, Caldwell
and Houston, Texas from Corpus Christi, to connect with
other railroads,' and state: "As you may have heard,
TexMex recently established a competitive undertaking
with KCS to forge a strong and competitive rail link
with Mexico to meet the needs that we expect NAFTA to
create. These connections will be essential for that
effort.' Explain how the cited connections will be
'essential' to the 'competitive undertaking' referred
to, and describe in detail that 'competitive
undertaking.'"

Response: The verifiod statements of Larry Fields, Joseph
Ellebracht, Brad Lee Skinner and Curtis Grimm, each containad in
Tex Mex's responsive application, address these matters. The
workpapers for these witnesses have been produced to the

Applicants.

Applicants' First Set of Document Requests

Tex Mex hereby supplements its response to the following

document requests:

Document Request 23.

"Produce all studies, reports or analysis relating
to collusion among competing railroads or the risk
thereof."

Response: Tex Mex has no responsive documents.




Document Request 24.

"Produce all studies, reports or analysis relating
to the terms for or effectiveness of trackage rights.®

Response: Tex Mex has no documents responsive to this
document request as narrowed by the Admin.istrative Law Judge at

the discovery conference held on March 8, 1996.

Document Request 25.

"Produce all Tex Mex business plans or strategic
plans."

Response: Tex Mex has produced its 1996 business plan, the

only document responsive to this document request.

Document Request 28.

"Produce all studies, reports or analysis relating
to competition for traffic to or from Mexico (including
but not limited to truck competition) or competition
among Mexican gateways."
Response: The verified statements of Larry Fields, Joseph
Ellebracht, Brad Lee Skinrer and Curtis Grimm, each contained in

Tex Mex's responsive application, address the subject matter of

this document request, as narrowed by the Administrative Law

Judge in the discovery conference held on March 8, 1996. Tex Mex
has produced workpapers for these witnesses that are responsive

to this document requ-=st.




Supplemental Responses to
Applicants' Second €<et of
Requests for the Producticn of Documents

Tex Mex hereby supplements its response to the following
document regquests:

DOCUMENT REQUESTS

2. To the extent not done as part of your prior discovery
responses or March 29 filings, produce machine-readable versions,
if they exist, of documents or data you submitted as part of your
March 29 filings, of documents or data included as work papers,
or of documents or data relied upon by persons whose verified
statement you submitted in your March 29 filings. [All)]

Response: Tex Mex has produced responsive documents.

3, To the extent not done as part of your prior discovery
responses or March 29 filings, produce all studies, analyses or
reports discussing benefits or efficiencies that may result from
the UP/SP merger. [All)

Response: Tex Mex has no responsive documents.

4. To the extent not done as part of your prior discovery
responses or March 29 filings, produce all studies, analyses or
reports discussing potential traffic impacts of the UP/SP merger.
[All)

Response: Tex Mex has produced responsive documents.

L To the extent not done as part of your prior discovery
responses or March 29 filings, , roduce all studies, reports or
analyses d .scussing competitive impacts of the UP/S5P merger,
including but not limited to effects on the following (a) market
shares, (b) source or destination competition, (c) transloading
options, or (d) build-in or build-out options. [All]

Response: Tex Mex has no responsive cdocuments.

6. To the extent not done as part of your prior discovery
responses or March 29 filings, produce all documents found in the
files of officers at the level of Vice President or above, or
other files where such materials would more likely -be found,
discussing the BN/Santa Fe Settlement Agreement, the IC
Settlement Agreement, or the Utah Railway Settlement Agreement.
(All]

Response: Tex Mex has produced responsive documents.

nh




7 A To the extent not done as part of your prior discovery
responses or March 29 filings, produce all documents found in the
files of officers at the level of Vice President or above, or
other files where such materials would more likely be found,
discussing conditions that micght be imposed on approval of the
UP/SP merger. [All]

Response: Tex Mex has produced respunsive documents.

8. To the extent not done as part of your prior discovery
responses or March 29 filings, produce all studies, reports or
analyses, found in the files of officers at the level of Vice
President or above, or other files where such materials would
more likely be found, discussing actual or potential competition
between UP and SP.

Response: Tex Mex has produced responsive documents.

9. To the extent not done as part of your prior discovery
responses or March 29 filings, produce all studies, reports or
analyses, found in the files of officers at the level of Vice
President or above, or other files where such materials would
more likely ke found, discussing competition between single-line
and interline rail transportation. [All]

Response: Tex Mex has produced respensive documents.

10. To the extent not done as part of your prior discovery
responses or March 29 filings, produce all studies, repo*ts or
analyses, fcund in the files of officers at the level of Vice
President or above, or other files where such materials would
more likely be found, discussing the benefits of any prior Class
I rail merger or rail mergers generally. [All]

Response: Tex Mex has no responsive documents.

tfully submitted,

Rlchard A Allen

Andrew R. Plump

John V. Edwards

ZUCKERT, SCOUTT & RASENBERGER, LLP
888 -Seventeenth St., NW, Suite 600
Washington, DC 20006-3939

Attorneys for Texas Mexican Railway

Dated: March 12, 1996




CERTIFICATE OF SERVICE

I herebhy certify that, on thi, 12th day of April, I have

caused to be served TM-27, the Supplemental Responses of the

Texas Mexican Railway Company to the Applicants' First and Second

Set of Interrogatories and Requests for the Production of
Documents, by hand delivery upon the following persons:

Arvid E. Roach II

J. Michael Hemmer

Michael L. Rosenthal
Covington & Burling

1291 Pennsylvania Avenue, N.W.
Wwashington, D.C. 20044-7566

Paul A. Cunningham

Richard B. Herzog

James M. Guinivan

Harkins, Cunningham

Suite 600

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

I have also caused the foregoing to be served by first-class
mail, postage pre-paid, or by a more expeditious manner of
delivery, on the Honorable Judge Nelson and all parties on the

restricted service list in Finance Docket No. 32760.

& Rasenberger, L.L.P.
Brawner Building
888 17th Street, N.W.
Washington, D.C. 20006-3959
(202) 298-8660

Dated: April 12, 1996
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April 12, 1996

Via Hand Delivery

Vernon A. Williams

Secretary

surface Transportation Board

Room 2215

12th Street & Constitution Avenue, N.W.
Washington, D.C. 20423

Re: Union Pacific Corp., Union Pacific RR. Co. and Missouri
Pacific PR Co. -- Control and Merger -- Southern
Pacific Rail Corp., Southern Pacific Transp. Co.,

St. Louis Southwestern Rw. Co., SPCSL Corp. and "he
Denver and Rio Grande Western RR Co.,
Finance Docket No. 32760

Dear Secretary Williams:

Enclosed for filing are an original and twenty copies of TM-
26, the Supplemental Comments of Shippers in Surport of the
Responsive Application of The Texas Mexican Railway Company.
Also enclosed is a 3.5" floppy computer disc containing a copy of
each of the filings in Wordperfect 5.1 format.

Sincerely,

N it e

Richard A.\Allen

Enclosures

e

cc: All parties of record
Office of the Secrstary

APR 1 7 1996

Part of
Public Record

CORRESPONDENT OFFICES: LONDON, PARIS AND BRUSSELS




ECFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

UNION PACIFIC CORP., UNION PACIFIC RR. CO. AN
MISSOURI PACIFIC RR CO.
-== CONTROL AND MERGER ~-
SOUTHERN PACIFIC RAIL CORP., SQUTHERN PACIFIC
TRANS. CO., ST. LOUIS SOUTHWESTERN RW. CO.,
SPCSL CORP. AND THE DENVER AND RIO GRANDE WESTERN CORP.

Finance Docket No. 32760, Sub No. 13

THE TEXAS MEXICAN RAILWAY CO.
-=- TRACKAGE RIGHTS OVER LINES OF
THE UNION PACIFIC RFE. CO. AND SOUTHERN PACIFIC TRANS. CO.

SUPPLEMENTAL COMMENTS OF SHIPPERS
IN SUPPORT OF THE RESPONSIVE APPLICATION OF
THE TEXAS MEXICAN RAILWAY COMPANY

Richard A. Allen
Andrew R. Plump
John V. Edwards
Zuckert, Scoutt & Rasenberger, LLP
888 17th Street, N.W., 3uite 600
Washington, D.C. 20006-3939
(202) 298-8660
Attorneys for The Texas
Mexican Railway Company
April 12, 1996

Cfice of the Secretary

APR 1 7 1996

4 Part of
L_ E P:bii‘c Record




BEFOCRE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

UNION PACIFIC CORP., UNIOM PACIFIC RR. CO. AND
MISSOURI PACIFIC RR CO.
== CONTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORP., SOUTHERN PACIFIC
TRANS. CO., ST. LOUIS SOUTHWESTERN RW. CO.,
SPCSL CORP. AND THE DENVER AND RIC GRANDE WESTERN CORP.

Finance Docket No. 32760, Sub No. 13

THE TEXAS MEXICAN RAILWAY CO.
== TRACKAGE RIGHTS OVER LINES OF
TH'. UNION PACIFIC RR. CO. AND SOUTHERN PACIFIC JRANS. CO.

SUPPLEMENTAL COMMENTS OF SHIPPERS
IN SUPPORT OF THE RESPONSIVE APPLICATION OF
THE TEXAS MEXICAN RAILWAY COMPANY
The Texas Mexican Railway Company makes this supplemental

filing to submit additional verified statements of shippers in

support of the Responsive Application of the Texas Mexican

Railway Company. These statements are attached. The parties
registering their support for the merger are listed on the
enclosed table of contents.

Respectfully submitted,

Richard A. Allen

Andrew R. Plump

John V. Edwards

ZUCKERT, SCOUTT & RASENBERGER, LLP
888 Seventeenth Street, NW

Suite 600

Washington, DC 20006-3939

(202) 298-8660

April 12, 1996 Attorneys for Texas Mexican
Rallway Company




CERTIFICATE OF SERVICE

I hereby certify that, on this 12th day of April, I have
caused to be served TM-26, Supplemental Comments of Shippers in
Support of the Responsive Application ot the Texas Mexican
Railway Company, by hand delivery upon the fellowing persons:

Arvid E. Roach II

J. Michael Hemmer

Michael L. Rosenthal
Covington & Burling

1201 Pennsylvania Avenue, N.W.
Washington, D.C. 20044-7566

Paul A. Cunningham

Richard B. Herzog

James M. Guinivan

Harkins, Cunningham

Suite 600

1300 Nineteerth Street, N.W.
Washington, D.C. 20036

I have also caused the foregoing to be served by first-class

mail, postage pre-paid, or by a more .xpeditious manner of

delivery, cn all parties of record in Finance Docket No. 32760.

hn V/Fdwards SN———

Zuckert, Scoutt

& Rasenberger, L.L.P.
Brawner Building
888 17th Street, N.W.
Washington, D.C. 20006-3959
(202) 298-8660

Dated: April 12, 1996
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Co-;:-w g‘;{;’# AbBa Conm 313 228-3010
CONTINENTAL PAPER GRADING Cu.
PAPErR MILL SUPPLIES

1638 LuMexr ST,
CRi1cAGO, ILLINOIS 606268

March 22, 1996

Mr. Vernon Williams

Surface Transportation Board
Room 3315

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

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

I have held the position of Transportation Manager at Continental Paper Grading for three years.
Continental Paper Grading is a major national scrap paper broker. Our company ships more than
200 carloads of scrap paper annually from all over the country in to Mexico via Laredo, Texas

Qur company has been a major user of rail service for transportation between the United States
and Mexico. Continental Paper Grading has a strong interest in competitive rail transportation
between the Unit2d States and Mexico The Laredo / Nuevo Laredo gateway is the primary route
for shipments between the two countries for the majority of international traffic. This gateway
possesses the strongest infrastructure of customs brokers. {t also provides the shortest routing
between major Mexican industrial and population centers and the Midwest and Eastern United

States.

Our company depends on competition to keep prices down and to spur improvements in products
and services. For many years Union Pacific and Southern Pacific have competed for our traffic vi-
Laredo, resulting in substantial cost savings and a number of service innovations. TexMex i
been Southem Pacific’s partner in reaching Laredo in compet’ ion with Union Pacific, as Southern
Pacific does not reach Laredo directly.

A merger of Union Pacific and Southern Pacific will seriously reduce, if no eliminate, our
competitive alternatives via the Laredo gateway. Although these railroads have recently agreed to
give certain trackage rights to the new Burlington Northern Santa Fe Railroad, we d2 not believe
the BNSF, as “he only other major rail system remaining in «he Western United States, will be an
effective corr pe 'tive replacement for an independent Southern Pacific on this important route.

T B3-25-1996 B4:11PM 1 312 226 2825

w | .
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I understand there is an alternative that will preserve effective competitior for my traffic. TexMes
has indicated a willingness to connect with other carriers via trackage rights to provide efficient
competitive routes. Trackage rights operating in such a way as to allow TexMex to be truly
competitive are ess-tial to maintain the competition at Laredo that would otherwise be lost in the
merges. Thus 1 urge the Surface Transportation Board to correct this loss of compatition by
conditioning this merger with a grant of trackage rights via efficient routes between Corpus
Christi and these connecting railroads.

Economical access to international trade routes should not be jeopardized when the future
prosperity of both countries depends so strongly on international trade.

Yours truly,

CONTINENTAL PAPER GRADING COMPANY

Paul Carlson

oc: Texas Mexican Railway Co.

P3-25-1996 B4t 11PM 1 312 226 2825
- 2/




DcnnelB wl Sl Inc.-

P.O. Box 673 + Laredo, Texas 78042 -0673 « (210)723-7431 » Fax (210)723-0576

Verified Statement
of
Daniel B. Hastings, Jr.
On behalf of
Daniel B. Hastings, Inc.

My n1ame is Daniel B. Hastings, Jr., President of Daniel B. Hastings, Inc. Our
company acts as an agent to represent many Fortune 500 companies that use rail
transportation service between the United States and Mexico. We are involved
in expediting thousands of rail cars annually moving via the Laredo gateway.

This high volume gateway is important because of the strong infrastructure of
customs brokers, warehousing, transportation an4 distribution centers located
there to support importers, and exporters. Laredo also provides the shortest and
most direct route for shipments moving between the Midwestern and Eastern
United States and the major industrial centers in Mexico. Use of this gateway
versus other border crossings translates into major financial savings each year to
the Fortune 500 companies we represent. We anticipate a 20% annual growth in
the business we handle over the Laredo gateway.

The majority of the business we handle involves shipments for the steel,
automobile and minerals industries. We are very concerned about the loss of
business that could occur at Laredo if the UP-SP merger is approved. From our
perspective, the UP and SP-TexMex have competed strongly for business moving
in this corridor. This competition has produced lower rates and bctter service
over Laredo which has contributed to the tremendous growth in business moving
over this gateway. We believe that a loss of competition in this corridor will
decrease our ability to handle import and export traffic in the future.

We are also concerned that the combingd UP-SP will concentrate only on the
larger customers, leaving smaller shippers (many of whom we also represent)
without competitive rates or service to continue their import and export activity.
This would result in lost business for smaller shippers and for us at the Laredo
border crossing. We understand that the TexMex Railroad is asking for trackage
rights as a condition of the UP-SP merger. A stronger TexMex Railroad
operating between Laredo and Houston and Beaumont would continue * - ;'rovide
rail shippers with a competitive option to move traffic over the Larec . gateway.
We support the TexMex in this effort. Therefore, we ask the Surface
Transportation Board to strongly consider granting the trackage rights to the
TexMex Railroad.

El Paso, Texas Eagle Pass, Texas Brownsville. Texas
(915)599-1594 (210)773-5344 (210)541-0902
Fax (915,599-2027 Fax (210)773-8896 rax (210)541-4795

_._'3/-




VERIFICATION

I, Danie! B. Hastings, Jr., declare under penalty of perjury that the foregoing is
true and correct. Further, I certify that I am qualified and authorized to file this

verified statement.
Executed on March 8F, 1996.

|
QA., |
Daniel B. Hastings//Jr.

President
Subscribed and sworn to before me on March , 1996.

Au%’/e%

ﬁotary Public




. Degussa @
Degussa
Corporation

VERIFIED STATEMENT
of Andrew J. Polo
on behalf of Degussa Corporation

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

I am Andrew J. Polo, Distribution Manager, Chemical Group of
Degussa Corporation. Degussa Corporation m~nufactures and
distributes various products from three U.S. plants to many
.estinations, including Mexico. Below is a summary cf our
plant. locations, the serving railroad, and the products
shipped.

Location Serving Railroad Products

Theodore, AL CSX Perox.ide and feed supplements
Ivanhoe, LA SP Carbon blacks
Anzas, TX SP Carbon blacks

Degussa leases a substantial number of rail cars to move
product. Our fleet currently consists of 200 tank cars and 600
cov. -ed hopper cars. We also truck a significant amount of
business, including bagged product into Mexico.

Currently we ship less than 100 carloads annually into Mexico.
Most of the traffic is routed via SP-Corpus Christi, TX-TexMex.
For years the UP and SP have competed for our Mexico business.
As a result our company has benefited from lower rates and has
been successful in penetrating the Mexico market. In fact we
are working with our Mexican company (Degussa of Mexico) to
expand our business there. We plan to open a transload and
repackaging plant, and are considering locating it at Pantaco,
Mexico. Overall we believe that the option tec truck product to
this market will not play a significant role in our plant
expansion prcject due to somewhat high truck rates.

Our plans to expand our business in Mexico will be difficult
without competitive rail rates and service to move our product.
We are very concerned that the UP/SP merger will eliminate rail
competition that currently exists in south Texas. An absence
of competition could translate in’ » higher rates and slower
service. Higher rates would make our delivered price
noncompetitive in the export market. Higher transit time
would require us to maintain a larger inventory and would delay
payments.

We are very satisfied shipping into Mexico via Laredo. First
of all, this gateway provides the shortest routing between our
three plants and the markets we serve in Mexico Secondly, the
concentration of customs brokers there serves to expedite our

*{'

65 Challenger Road  Ridgefield Park NJ 07660  201-641-6100




Degussa @

Degussa
Corporation

shipments. Finally, Dequssa of Mexico holds transportation
contracts from Laredo to destinations in Mexico. 1In sum, the
Laredo gateway will work for our expansion project as long as
we continue to have competitive rail rates that will get us
there.

To date, the BNSF has not expressed an interest in our Mexico
traffic. We believe that the rcute they negotiated with the UP
w:ll be circuitous and therefore probably will not be
competitive from a rate or service standpoint. Also, t e BNSF
does not have representation in Mexico. In contrast, the SP
and TexMex, who have bid aggressively for our Mexico business,
do have representation there.

Therefore, we urge the Surface Transportation Board to grant
the trackage rights that the TexMex is seeking. We believe
that this action will preserve the rail competition in the
south Texas corridor that exists today.

VERIFICATION

I, Andrew J. Polo, declare under penalty of perjury that the
foregoing is true and correct. Further, I certify that I am
qualified and authorized to file this verified statement.
Executed on __Maagch 2%1\99¢C .

(date) ;
Andrew %. Polo

Subscribed and sworn to before me on /)WM o?f /% C
(

(date)
ﬁ?nm

tary Public

NANCY A. MONT:SANG
NOTARY PUBLIC CF NEWV JERSEY
My Commission Expires Jct. 3, 1999




VERIFIED STATEMENT
OF
FRED SCHRODT
ON BEHALF OF
FARMLAND INDUSTRIES, INC.

My name is Frederic E. Schrodt, Vice President of Transportation at
Farmland Industries, Inc. My company is involved in the distribution of
grain, feed, tallow and dical to the Mexico market. Business levels into
Mexico have continued to grow since the passage of NAFTA. In fact, we
ship a high volume of business into Mexico. Trucks cannet effectively
handle this volume, particularly to destinations farther south in Mexico.
Thus, we rely on rail movement to keep product flowing into the Mexican
marku.ts we serve.

Farmland is interested in retaining viable rail options to mcve our products
in*o Mexico. In the past, the TexMex has provided a viable alternative for
rail movement to Laredo. We believe that this alternative will disappear if
the UP-SP merger is approved. For ye>rs the UP and SP-TexMex have
competed for our Mexico business, particularly in instances where both
railroads serve the origination point. Our company has benefited from this

competition by using the lowest cost and most beneficial method to
transport our products to Mexican markets. Without competition in south
Texas to Laredo, rail rates are sure to increase.

This loss of competition for our business could be remedied with a grant of
trackage rights to the TexMex from Corpus Christi to Beaumont, TX. We
believe that a TexMex operating from Houston and Beaumont in conjunction
with other rail carriers could provide effective competition to the combined
UP-SP by connecting with an independent Class | carrier.

The BNSF has at times not shown much interest in our Mexican shipments.
The BNSF’s decision to get involved with this aspect of our business is
driven by their hopper car needs for the U.S. market. The BNSF is
competitive for our Mexico business only when demand for rail cars
weakens. The TexMex, on the other hand, has always had a strong
commitment to moving traffic into Mexico. That is why they must be given
the opportunity to remain a viable carrier serving south Texas.

In view of the foregoing, Farmland strongly supports the granting of
trackage rights to the TexMex from Corpus Christi to Beaumont so that the
TexMex will be able to provide effective competition for our rail shipments
to Laredo.

-




|. Fred Schrodt, declare under penalty of perjury that the foregoing is true
and correct. Further, | certify that | am qualified and authorized to file this
verified statement. Executed on March 2&, 1996.

derfc E. Schrodt

Subscribed to and Sworn before me this ZZ,E"‘( day of March, 1996.

FOOE TENTHIALY "SON

PUBLIC STATZ OF MISSQURL,
% * JACKSON QOUNTY x
: _ EXP. SEPT 61998

Notary Public s
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GeorgiaPacific Corporation 133 Peachines Street NE (30303
£.C. Bax 105805
Atlanta, Georgia J0348-5605
Telephone (404) 652-400G
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March 26, 1996

Mr. Vernon Wiliams

Surface Transportation Board
Room 3315

12TH and Constitution, N.W.
Washingon, D.C. 20423-001

Re: Finance Docket No. 32760, Union Padfic Corp., e
Control & Merger-- Southern Paafic Rail Corp., ¢

Dear Mr. Williams:

My name is dark Handy, and 1 am Sr. Manager-Transportation Negotiations for
Georgia-Pacific Corporation. In this capadity, | negotiate rail transportation for G-P’s
14 papermills and 39 boxplants. Georgia-Pacific is one of the world’s largest forest
products companies with annual revenues of over 13 billion dollars. Annually, we
ship over one hundred thousand tons of pulp and paper into Mexico by rail through
the Eagle Pass and Laredo gateways.

Georgia-Pacific Corporauon has a strong interest in competitive rail transportation
between the United States and Mexico. The Laredo/: +'evo Laredo gateway is the
primary route for shipments between the two cowttries for the majority of
international traiic.  This gateway possesses the strongest infrastructure of customs
brokers. It also provides the shortest routing between major Mexican industrial and
population centers and the Midwest and Eastern United States.

our company depends on competition to keep prices down and to spur
improvements in pioducts and services. For many years Union Fadific and Southern
Pacific have competed for our traffic via Laredo, resuiting in substantial cost savings
.~d a number of service innovations. TexMex has been Southern Padific’s partner in
rez -hing Laredo in competition with Union Pacific, as Southern Pacific does not reach
Laredo directly.

The merger of Union Padific and Southern Padfic, 2s currently preposed will reduce,
if not eliminate, our competitive alternatives via the Laredo gateway. Although
these railroads have recently agreed to give certain trackage rights to the new
Buslington Northem Santa Fe Railroad, we do not believe the BNSF, as the only other

B3-26-1996 B84:21PM 484 238 1685
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Mr. Vernon Williams
March 26, 1996

Page 2

major rail system remaining in the Westem United States, will be a competitive
alternative on this important route.

| understand there is an alternative that will preserve effective competition for my
maffic TexMex has indicated a willingness to connect with other carriers via
trackage rights to provide efficent competitive routes. Trackage rights operating in
such a way as to allow TexMex to be truly competitive are essential to maintain the
competition at Laredo that would be lost in the current merger proposal. Thus |
urge the Surface Transportation Board to alter the current merger proposal with a
grant of trackage rigits via efficient routes between Corpus Chvisti and these
connecting railroads.

Economical access to international trade routes should not be jeopardized when the
future prasperity of both countries depends so strongly on international trade.

Yours truly,

Lokl

Senior Manager, Transportation Negotiations
Pulp & Paper Logistics

cc  The Texas Mexican Railway Company

*x TOTAL PAGE.B2 X
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CRUSHED LIMESTONE BASE » RAILROAD BALLAST » CHEMICAL STONE * LIMESTONE PRODUCTS

GULF COAST LIMESTONE. INC.

*.’ \] P.O. Box 66, Seabrook, Texas 77586
; Office (713) 4744124 Fax (713) 474-3829

March 25, 1996

Mr. Vemnon Wi liams

Surface Transportation Board
Room 3315

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

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

I have held the position of Vice President at Gulf Coast Limestone, Inc. for 10 years.
G.C.L. is a2 major retailer of limestone and other road materials. Our products are used
general industry in a wide variety of projects. Currently, our company ships more than|
10,000 carloads of material aunually from central Texas to various destinations in Tcx#.
We are always open to new marketing opporunities which may include Mexico.

Gulf Coast Limestone has a strong interest in competitive rail trensportation between
United States and Mexico. The Laredo/ Nuevo Laredo gateway is the primary route fo
shipments betweeu the two countries for the majority of internationa] traffic. This
gateway possesses the strongest infrastructure of customs brokers. It also provides the
shortest routing between major Mexican industrial and population centers and the
Midwest and Eastern United States.

Our company depends on competition (o keep prices down and to Spur improvements i
products and services. For n.any years Union Pacific and Southern Pacific have
cornpeted for our traffic, resulting in substantial cost savings and a number of service
innovations. TexMex has been Southern Pacific’s partner in reaching Laredo in
competition with Union Pacific, as Southem Pacific does not reach Laredo directly.
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A merger of Union Pacific and Southern Pacific will :riously reduce, if not climinate,
agreed to give certain trackage rights to the new Burlington Narthem Santa Fe

we do not believe the BNSF, as the oaly other major rail system rema’ “ng in the W
United States, will be an effective competitive replacement for an independent
Pacific on this important route. i

I understand there is an alternative that will preserve effective competition. TexMex
indicated a willingness to connect with other carriers via trackage rights to provide
efficient competitive routes. Trackage rights operating in such a way as to allow T
to be truly competitive are essential to maintain the competition at Laredo that would
otherwise be lost in the merger. Thus [ urge the Surface Transpaortation Board to
this loss of competition by conditioning this merger with a grant to trackage rights via
efficient routes between Corpus Christi and these connecting raitroads.

Economical access to international trade voutes should not be jeopardized when the furgre
prosperity of both countries depends so strongly on intematicual trade.

Yours truly,

Robert R. Robinson

cc: The Texas Mexican Railway Company C/O Central Business Services

B3-26-1996 @3:55AM 713 474 3829
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Verified Statement
of
TOMMIE A. TURNER
on behalf of
JAMES RIVER CORPORATION

Surface Transportation Board
Finance Dockei No. 32760

My name is Tommie A. Turner. [ have been in Transportation and General Traffic Management
for over thirty years. My current position is Manager of Rail Transportation at James River
Corporation.

James River is a leading marketer and manufacturer of Consumer Products, Food and Consumer
Pac} aging, and Communication Papers, with 116 manufacturing facilities in North America and
Europe.

Our company ships more than 300 carloads of product annually to anc from Mexico via Laredo.
With the recent acquisition of additional sourcing facilities in Mexico, we plan a 25% increase in
our business to and from Mexico in the next two years. A summary of our Mexico business is as

follows:
PRODUCTS

Facility Inbound Qutbound Route
Portla~d, OR Tissue stock Finished paper towels SP-TM and reverse

Berlin, NH Printing paper Finished products CN-NS-New Orl-SP-
TM and reverse

St. Francisville, LA Printing paper, Finished products IC-New Orl-SP-TM
Pulpboard and reverse

Pennington, AL Tissue stock, Finished products MB-NS-New Orl-SP-
Woodpulp TM and reverse

The Southern Pacific and TexMex have provided very competitive rates and service to and from
Mexico. Their willingness to competr “or our business has contributed to our success in
accessing the Mexican market. Aggressive bidding for our traffic in the future will be necessary
for us to accomplish our expansion goals.

_.,3__




The Laredo gateway has proved to be most efficient for the movement of our products between
the U.S. and Mexico. This gateway possesses a strong infrastructure of customs brekers. Also,

our Mexico receivers hold contract rates to move product from Laredo to destinations in Mexico.
Our expansion in Mexico will depend on cuntinued use of this gateway.

We are very concerned about the loss of competition that will occur in south Texas if the UP/SP
merger is approved. Without the TexMex to bid on our business, we do not foresee any rail
competition in this corridor in the future. The BNSF has not approached our company about
handling our Mexico business and we would not consider the circuitous route on which they will
be operating to Laredo in the future. While we move product to Mexico via trucks today, we
fear that the loss of rail competition could prompt truckers to raise their rates.

We understand that the TexMex is asking the Surface Transportation Board for trackage rights
from Corpus Christi to Houston and Beaumont, TX as a condition of the UP/SP merger. We
support the TexMex in this effort. We believe the trackage rights will allow the TexMex to
continue to be competitive to Laredo if the merger is approved.

I, Tommie A. Turner, declare under penalty of perjury that the foregoing is true and correct.
Further, I certify that I am qualified and authorized to file this verified statement. Executed on

March 2{;1_, 1996.

‘MM_

Tommie A. Turner
Manager of Rail Transportation

Subscribed and sworn to
before me on March dg , 1996

/’

Notary Public
Wy Commission Expires June 30, 1997
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Certified Quality System

Mr. Vemon Williams

interstate Commerce Commission
Room 3315

12" and Constitution, N. W.
Washington, D.C. 20423-001

Re: Finance Docket No. 32760, Union Pacific Corp., gtal, - -
Gontrol & Merger - - Southem Pacific Bail Corp.. etal.

Dear Mr. Willlams:

Sheffield Steel Corporation is a privately owned domestic steel producer with
iacilities located at Sand Springs, Okiahoma as well as three other locations and
is part of the beleaguerad | 1.S. Steel Industry. The Sand Springs plant provides
stable and satisfying employment for approximately 500 people. | have
functioned as Traffic Manager for Sheffiald Steel for the past 8 years and as
such, am familiar with it's transportation requirements.

Our company has been a major user of rail service for transportation between
the United States and Mexico. Sheffield Steel has a strong interest in
competitive rall transportation between the United States and Mexico. The
Laredo / Nuevo Laredo gateway is the primary route for shipments between the
two countries for the majority of intemational traffic. This gateway possess the
strongest infrastructure of customs brokers. |t also provides the shortest routing
between major Mexican industrial and population centers and the Midwest and
Eastern United States.

Our company depends on competition to keep prices down and to spur
improvements in products and services. For many years Union Pacific and
Southem Pacific have completed for our traffic via Laredo, resulting in
substantial cost savings and a number of service innovations. TexMex has been
Southern Pacific’s partner In reaching Laredo in competition with Union Pacific,
as Southemn Pacific does not reach Laredo directly.

A merger of Union Pacific and Southem Pagific will seriously reduce, if not
sliminate, our competitive altematives via the Laredo gateway. Although these

railroads have recently agreed to give certain trackage rights to the new
Burlington Northem Santa Fe Railroad, we do not believe the BNSF, as the only
other major rail system remaining in the Westem United States, will be an

Shethod Swal Coporaton ¢ ¢ PO .Box 218 mmmr«m (G18) 245133 =
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Mr. Vemon Williams
March 25, 1996
Page 2

offective competitive replacement for an independent Southern Pacific on this
important route.

| understand there is an alternative that will preserve effective competition for my
traffic. TexMex has indicated a willingness to connect with other carriers via
trackage rights to provide efficient competitive routes. Trackage rights operating
in such a way as to allow TexMex to be truly competitive are essential to
maintain the compatition at Laredo that would otherwise be lost in the merger.
Thus, | urge the Surtace Transportation Boasd to correct this loss of competition
by conditioning this merger with a grant of trackage rights via efficient routes
between Corpus Christi and these connecting railroads.

Economical access to intemational trade routes should not be jeopardized when
the future prosperity of both countries depends so strongly on international trade.

Very Truly Yours,
SHEFFELD STEEL CORPORATION

A A

Michasl M. McKinney
Traffic Manager

B3-25-1996 B2:19PM
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JUTT & RASENBERGER, L.L.P.
SEVENTEENTH STREET, N.W.
WASHINGTON, D.C. 20006-3939
TELEPHONE : (202) 298-8660
FACSIMILES: (202) 342-0683
(202) 342-1316

. [ ENYEFED-ﬁ
April 11, 1996 Office of the Secretary

PR 12 199
VIA HAND DELIVERY : G5 Peno o

Vernon A. Williams —
Secretary

Surface Transportation Board

Room 2215

*2th Street & Constitution Avenue, N.W.
Wwashington, D.C. 20423

— -
Al -

i

ETNERED \\

(V]
e |
B ,3u038 20

Re: Union Pacific Corp., Union Pacific RR. Co.
Missouri Pacific RR Co. =-- Control and Merger =-
Southern Pacific Rail Corp., Southern Pacific
Transp. Co., St. Louis Southwestern Rw. Co., SPCSL
Corp. and The Denver and Rio Grande Western RR Co.,

Finance Docket No. 32760

Dear Secretary Williams:

Enclosed are an original and twenty copiec of SPP-12,
Responses of Sierra Pacific Power Company and Idaho Power Company
to Applicants' Fourth Set of Interrogatories and Request for
Production of Documents. Also enclosed is a 3.5" floppy computer
disc containing a copy of the filing in Wordperfect 5.1 format.

Sincerefi;/ :
Richafd A. Allen

Jennifer P. Oakley

Enclosures

cc: Honorable Jerome Nelson
Restricted Service List

CORRESPONDENT OFFICES: LONDON, PARIS AND BRUSSELS




[.— Otfice of the Secretary
BEFORE THE

?

APR 1 2 1996
SURFACE TRANSPORTATION BOARD s

Part of
E:]iwucﬂunw J
Finance Docket No. 32760 B
<

~
UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD CO| CoMP
AND MISSOURI PACIFIC RAILRCAD COMPANY -
-= CONTROL AND MERGER =-- 3
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC o5
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RiO GRANDE WESTERN RAILROAD COMPANY

SIERRA PACIFIC'S RESPONSLS TO APPLICANTS'

FOURTH SET OF INTERRCGATORIES AND
REQUEST FOR PRODUCTION OF DOCUMENTS

Richard A. Allen
James A. Calderwood
Jennifer P. Oakley

SCOUTT & RASENBERGER,

ZUCKERT,

888 Seventeenth Street, N.W.
Washington, D.C. 20006-3939
(202) 298-8660

L.L.P.

Attorneys for Sierra Pacific Power
Company and Idaho Power Company

April 11, 1996




BEFORE THE
SURFACE TRANSPORTATION BQARD

Finance Docket Nn. 32760

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

SOQUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
URANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

SIERRA PACIFIC'S RESPONSES TO APPLICANTS'
FOURTH SET OF INTERROGATORIES AND

REQUEST FOR PRODUCTION OF DOCUMENTS

Sierra Pacific Power Company and Idaho Power Company
(collectively, "Sierra Pacific"), hereby respond to the
Applicants' Fourth Set of Interrogatories and Request for
Production of Documents to Sierra Pacific served by Union Pacific
Corporation, Union Pacific Railroad Company, Missouri Pacific
Railroad Company, Southern Pacific Rail Corporation, Southern
Pacific Transportation Company, St. Louis Southwestern Railway

Company, SPCSL Corporation, and the Denver and Rio Grande Western

Railroad Company (collectively, "Applicants") on April 5.V

¥ on April 8, 1996 Applicants advised that Sierra Pacific was
not a party required to respond to Applicants Third Set of
Interrogatories and Request for Production of Documents served on

April 5, 1996.

- -




GENERAL RESPONSES

Sierra Pacific incorporates by reference the general
responses it made in response to Applicants' First Set of
Interrogatories and Request for Production of Documents to Sierra
Pa-'Lie.

GENERAL OBJECTIONS

The following general objections are made with respect
to all of the interrogatories and document requests. Any
additional specific objections are stated at the beginning of the
response to each interrogatory document request.

1. . Sierra Pacific objects to production of documents
or information subject to the attorney-client privilege or any

other applicable privilege.

- ¥ Sierra Pac!fic objects to production of documents

or Information subject to the work prcduct doctrine, including
but not limited to documents or informuation subject to the common
interest or joint defense work product doctrine.

< 48 Sierra Pacific objects to production of public
documents that are readily available, including but not limited
to documents on public file at the Surface Transportation Board
or state agencies or clippings from newspapers or cther public
media.

4. Sierra Pacific objects to the production ~f draft
verified statements and documents related thereto.

$, Sierra Pacific objects to the extent that the

interrogatories and requests seek highly confidential or
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sensitive commercial information (including, inter alia,

contracts containing confidentiality clauses prohibiting
disclosure of their terms) that is of insufficient relevance to
warrant production even under a protective order.

6. Sierra Pacific objects to the interrogatories and
requests to the extent that they call for the preparation of
special studies not already in existence.

RESPONSES TO AFPLICANTS' FOURTH SET OF INTERROGATORIE.:
Interrogatory No. 1:
"Identify the type of boilers at the North Valmy Station,

state the manufacturer of the boilers, and tie year(s) that those
boilers were installed."

Response

North Valmy Station has two units, each of which has a
boiler that is of the natural circulation, radiant, reheat,
balanced draft, wall-fired, pulverized coal fuel, dry bottom ash
removal type. Unit I was manufactured and erected by the Babcock
and Wilcox Company and began service in 1981. Unit II was
manufactured and erected by the Foster Wheeler Energy Corporation
and began service in 1985.
Interrogatory No. 2:

"State the coal specifications for which the North Valmy
Station boilers were designed."

Response

Sierra Pacific performed a detailed analysis of potential
coals for North Valmy Unit I during the period 1974-78. Relevant
excerpts from the specification reports will be produced in
response to this interrogatory. Specifically, the North Valmy

-




Unit I and II boiler specifications, which are being produced,
list the coals for which the units were designed to be capable of
using. Performance guarantees were based on the coal designated
as "C-1." The various characteristics of the coals deteruine the
operating characteristics, costs, and limitations associatec with
the different fuels.

Interrogatory No. 3:

"State any alternative coal specifications for which the
North Valmy Station boilers were designed."

Response

Please refer to the list of coals produced in response to

Interrogatory No. 2.

Interrogatory No. 4:
"State whether any modifications have been made to the North
Valmy Station boilers since they were originally installed that

affect the coal specifications for which they are designed and,
if so, specify those modifications."

Response
North Valmy Station's boilers have not been modified since
their installation in any way that would affect the coal
specilfications for which they are designed.
t o ory No. 5:

"State all specifications developed for purposeé of any
actual or contemplated coal solicitations."™

Response
See response to Interrogatory. No.. 2. ..In addition, Sierra
Pacific will produce an April 15, 1988 coal Request for Proposal

in response to this interrogatory.




Interrogatory No. 6:

"State all :constraints on the coal that can be burned in the
boilers at North Valmy Station, including without limitation:

(a) HGI;

(b ash fusion;

(c) BTU per pound;

(d) ash percentage;

(e) sulfur percentage; and
(f) other constraints."

Response

(a) HGI: North Valmy's Unit I performance is based on an
HGI of 48 and a moisture content of 6.5%. Unit II performance is
based on an HGI of 50 and a moisture content of 8.5%. For HGI
values less than these,. energy requirements will be higher than
the performance basis. North Valmy fuel preparation capacity may
be exceeded for low HGI values, high moisture content, or low
heating value coals.

(b) Ash Fusion: The boiler must be designed so that the
furnace exit gas temperature (FEGT) is below the ash fusion
temperature in order to avoid slag buildup in the convactive
sections of the unit. The FEGT for North Valmy Unit I is 1932°F;
for Unit II, the FEGT is 2000°F. Ash fusion temperatures must
exceed 2050°F to avoid derating the two units. Since local
reducing conditions may be experienced, ash fusion temperatures
under reducing conditions must be considered.

(¢) BTU per pound: Heating value and moisture content

affect unit capacity and>performance. The'"basé.édé;“,for

pulverizer design purposes was expected to liave a heating value

of 9500 BTUs per pound, 45 HGI and 20% moisture. Lesser quality
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coal will limit unit capacity because of fuel preparation

capabiiity limitations.

(d) Ash Percentac=2: Ash percentage is i.ot considered to be
a limiting constraint. Constraints on heating value, moisture
contert and yrindability will limit operations beiore ash
percentage. p

(e) Sulfur Percentage: North Valmy Unit I does not require
and does not employ flue gas desulfurization. A fuel sulfur
limit of less than 0.6 lb. sulfur per =illion BTU heat input is
required to meet emissions regulations. Unit II employs flue gas
desulfurization and its fuel sulfur content restrictions are less
limiting. Because of the limited coal blending facilities at
North Valmy Station, low sulfur coals are required.

(£) Other Constraints: Sodium content in the ash must be
limited to less than 5% (as Na20) to aoid excessive slagging and
fouling of boiler surfaces.

Interrogatory No. 7:

"State (a) the pulverizer capacity at North Valmy Station,
(b) whether there is spare pulverizer capacity at North Valmy
Station, and (c) whether pulverizer capacity constrains the
ability to use different kinds of coal at North Valmy Station."

Response

(a) Each unit at North Valmy Station has four coal
pulverizers. Unit I uses four Babcock and Wilcox MPS 75G
pulverizers. .For 50_.HGI,.65%.X.200 mesh,_each pulve izer is
rated at 43 tons per hour. Unit II uses four Fostr Wheeler MBF
22 1/2 pulverizers. For 50 HGI, 65% X 200 mesh, each pulverizer

is rated at 59 tons per uour.




(b) For the performance basis coal, there is spare
pulverizer capacity. This means that full load normally can be

reached witli vne mill out of service.

(c) Coal with low grindability, low heating value, or high

moisture content will require four mills in service to achieve

full load operztion. Very low grindability, very low heating

valuz, or very hiqii moisture will exceed the fuel preparation

capabilities of North Valmy Station's fuel preparation equipment.
t ogato o. 8:

"With respect to the precipitator at North Valmy Station,
state:

(a) The SCA of the precipitator.

(b) Whether the precipitator is hot-side or cold-side.

(c) Whether fine gas conditioring capability has been
installed.

(d) Whether any evaluations have been undertaken as to
whether fine gas conditioning capability is necessary
and, if so, what the conclusions of such evaluations
have been."

Response

North Valmy Station uses fabric filters (baghouses) for
pzcticulate emissions control, not electrostatic precipitators.
These questions, therefore, do not apply. Dust collection at
North Valmy Station is not dependent on ash resistivity or flue
gas conditioning.

terrogato No. 9:
"Describe in detail the blending capabilities and capacity

at North Valmy._Station, includi g without limitation a
description of the facilities used for blencing operations."




Response
Fuel blending facilities at North Valmy Station consist of a

divided coal unloading trestle and two rotary plow feeders that
transfer the coal from the unloading trestle hoppers to a common
conveyor belt. Each half of the divided unloading trestle will
hold approximately the contents of an 80-car unit coal train.
Coal blending can be done by filling the two unloading trestle
sections with different coals and tbh=n operating the rotary plow
feeders to prov.de the desired proportions of the two coals on
the common conveyor belt. The coal is then either transferred to
the coal storage bunkers in the plant or transferred to storage.
This is not a precision process.

An alternate blending method is to fill each coal bunker
with the desired coal and achieve the blending prcportions by
varying the coal feed rate from each bunker (each ccal bunker
serves one coal feeder/pulverizer). This method, too, is
imprecise. In filling the bunkers it is difficult to control the
topping off of one bunker and the initial filling of the next
bunker with different coals due to the coal stored on the
thousands of feet of conveyor belts between the coal supply and
the coal bunker. This method is complicated by equipment
problems forcing shutdown of individual coal pulveri_ers, the
need to vary burner selection and firing patterns (and,
therefore, mill selection) to follow load demands and the

regulatory requirements governing sulfur dioxide emissions.




In short, the coal blending capabilities at North Valmy Station

are very limited.

Interrogatory No. 10:

"State each basis for the statement at page 13 of the
Verified Statement of Jeffery Hlll that the modification of the
Nerth Valmy Station boilers to kurn PRB coal would "require
millions of dollars," specify the dcllar amount being rr ferred

to, and each basis on which that dollar amount has been
determined."

Response

Sierra Pacific has not conducted a detailed review of the
modifications required for North Valmy Station to be able to burn
PRB coal without significant derating of the Units I and II.
Coal-fired steam electric generating stations are engineered
systems. One of the key criteria for the design of the systems
and the selection of the equipment is specification of the fuel
to be used. PRB coal is outside the range of fuels included in
the design of the North Valmy units. To switch to PRB coal would
require either derating the units and purchasing additional
generating capacity at significant cost, or altering the units in
order to accommodate the PRB ccal. Alterations to plant
equipment valued at hundreds of millions of dollars will cost
many millions of dollars.

The impact on the plant is in the follewi'g areas:

(a) Material handling: Using coal with lower heating
value, lower grindability, and higher moisture content will
require increased coal handling capacity due to the greater coal
quantity needed. The lower grindability will require more work
to grind the coal to an acceptable fineness. This may exceed
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pulverizer and primary air (air used to dry the coal, circulate
and classify the coal through the pulverizer, and transport the
pulverized coal to the furnace) capacity of the units.

Additional energy and operating expenses will be incurred as well
as capital expenses in equipment modification.

(b) Coal drying: Higher moisture content in the coal will
require additional hot air for drying the coal prior to burning.
The hot air is supplied by primary air fans and a primary air
heater sized for the coals specified in the originalwdesign.
Capacities of these components may be exceeded. Increasing coal
drying requirements will impact capital equipment and operating
costs.

(c) Sulfur emissions compliance: Unit I must fire coal
with a sulfur level no greater than 0.6 lb sulfur per million Btu
heat input. If this level is not maintained, flue gas
desulfurization equipment must be added to the unit. This is a
major investment in canital equipment. Unit II has flue gas
desulfurization equipment and may fire coals with higher sulfur
contents. Operating costs for flue gas desulfurization, however,
are proportional to the sulfur content of the coal. 'Higher
sulfur coals, therefore, will result in higher operating costs.

(d) Boiler design: Coals with higher slagging and fouling

tendencies require larger furnaces, increased tube spacing, and

increased sootblowing capability for achieving the same

generating capacity when using better coals. Reduced capacity




from firing lower grade coals may need to be replaced at

significant cost.

All of these systems represent major investments in
engineered equipment. Significant changes to these systems will
require a major investment in equipment. Quantification of the
investment required to use PRB coal is a major engineering study.
Such a study has not been undertaken. Modifications to the
plants and purchasing replacement cap:city easily will cost
several million dollars.

Interrogatory No. 11:

"State each basis for the statement at page 14 of the

Verified Statement of Jeffery Hill that using higher moisture

content coal 'would result in a 1.5 to 2.0 percent decrease in
boiler efficiency.'" i

Response

Boiler efficiency calculations using typical PRB and Black
Butte coal analyses yielded boiler efficiencies of 86.67% on PRB
coal and 88.39% on Black Butte coal. The major difference in the
calculation result is the efficiency loss due to moisture in ihe
fuel. This loss is 3.67% for PRB coal and 2.10% for Black Buicie
coal.

terrogator (o) H

"State the anticipated useful life of the boilers at North
Valmy Station."

Response
Sierra Pacific anticipates the useful life of coal-fired

plants to be 37 years from start up. Through life extension




measures, however, plant life often can be extended to up to 50
years.
(0] S o y FOT'ESTS
Document Request No. 1:
"Ir'o the extent not done as part of your prior discovery
responses or March 29 filings, produce the analysis described at

page 14 of the Verified Statement of Jeffery Hill concerning
whether the North Valmy Station could use PRB coal."

Response
The reports referred to in the accompanying interrogatories,
which are being produced, address at length the coal

specifications for North Valmy Station's boilers. Although the

detailed reports do not specificaily address the problems

associated with using PRB coal, the reports address problems
associated with using coal of the same quality as PRB coal. 1In
addition, Sierra Pacific has performed from time to time informal
analyses, such as the analysis referred to at page 1§ of the
Verified Statement of Jeffery Hill, which are not contained in
writing.

Document Request No. 2:

"To the extent not done as part of your prior discovery
responses or March 29 filinas, produce any proposals or studies
relating to modifications at North Valmy Station to allow it to
burn sub-bituminous coal."

Response
Sierra Pacific has never conducted or solicited studies
concerning modifications to North Valmy Station in order to burn

lower grade <oal. The studies referred to in response to the




accompanying interrogatories, however, address some of the

modifications that would be required to burn a PRB type coal.
Document Request No. 3:

"To the extent not done as part of your prior discovery
responses or March 29 filings, produce all engineering studies of
the ability to burn alternative coals at North Valmy Station,
including without limitation any engineering studies of the
ability to burn sub-bituminous coal at North Valmy Station."

Response

Responsive documents will be produced.
t s o :

"To the extent not done as part of your prior discovery
responses or March 29 filings, produce all engineering studies of
the ash fusion characteristics of coal burned at North Valmy
Station."

Response
Responsive documents will be produced.
Document Request No. 5:

"To the extent not done as part of your prior discovery
responses or March 29 filings, produce all engineering studies of
the fine gas conditioning capability of the precipitator at North
Valmy Station."

Response

See response to Interrogatory No. 8. Sierra Pacific has no

responsive documents.
ment Reques o. 63
"To the extent not done as part of your prior discovery
responses or March 29 filings, produce all engineering studies of
blending capabilities at North Valmy Station, including without
limitation any studies.of the need for additional blending
capacity."

Response

Responsive documents will be produced.

-14~-




CERTIFICATE OF SERVICE

I hereby certify that I have served the foregoing SPP-12,

Responses of Sierra Pacific Power Company and Idaho Power Company

to the Applicants' Fourth Set of Interrogatories and Request for

Production of Documents, by hand delivery upon the following

persons:

Arvid E. Roach II

J. Michael Hemmer

Michael I.. Rosenthal
Covington & Burling

1201 Pennsyl—ania Avenue, N.W.
Washington, D.C. 20044-7566

Paul A. Cunningham

Richard B. Herzog

James M. Guinivan

Harkins, Cunningham

Suite 600

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

I have also served by first-class mail, postage pre-paid, the

Hor_.rable Judge Nelson and all persons on the restricted service

il
, Scoutt /

& Rasenberger, L.L.P.
Brawner Building
888 17th Street, N.W.
Washington, D.C. 20006-3959
(202) 298-8660

list.

Dated: April 11, 1996
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~ _ 'LEARY, WoOD & MASER, P.C.
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!
\ ATTORNEYS AND COUNSELORS AT LAW

r-"“\ P \:\ » P*C("" i Suite 750
s ; et 1100 New York AVeEnue, N.W.

OFRieE=t202) 7371 3.;60 WasHinGToN, D.C. 20005-3934 : TELECOPIER: (202) 371-0900

April 11, 1996

Honorable Vernon A. Williams
Secretary

Surface Transportation Board

12th and Constitution Avenue, NW
Washington, D.C. 20423

Re:  Finance Docket No. 32760,
Union Pacific Corporation, Union Pacific Railroad Company and Missouii
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.

Dear Mr. Williams:

Enclosed for filing in the above-captioned proceeding are an original and twenty (20)
copies of ERRATA TO COMMENTS, EVIDFNCE, AND REQUEST FOR CONDITIONS OF THE DOW
CHEMICAL COMPANY, designated DOW-17. Also enclosed is a diskette formatted in WordPerfect
5.1 with a copy of the Interrogatories.

If you have any questions, please do not hesiiate to contact me.

Sincerely,

Nicholas J. DiMichael
Jeffrey O. Moreno

ENCLOSURES
1750-020

ce: All Parties of Record




BEFORE THE
SURFACE TRAMNSPORTATION BOARD

Finance Docket No. 32760

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

— CONTROL AND MERGER —

SOUTHERN PACIFIC RAIL CORPORATION,
SOUTHERN PACIFIC TRANSPORTATION COMPANY, ST. LOUIS
SOUTHWESTERN RAILWAY COMPANY, SPCSL CORP. AND THE

DENVER AND RIO GRANDE WESTERN RAILROAD COMPANY

ERRATA TO COMMENTS, EVIDENCE, AND
REQUEST FOR CONDITIONS OF THE DOW CHEMICAL COMPANY

The Dow Chemical Company submits the following Errata to its Comments, Evidence, and
Request for Conditions (Dow-11), submitted on March 19, 1996;
Presentation of Comments and Zvidence (Tab A)
Line Change
14 Change “Gehring V.S.” to “Gehring Tr.”
14 Change “Gray V.S.” to “Gray Tr.”

11 Change “prime” to “primio”

22 Change “want risk” to “want to risk”

17 Change “second to” to “second carrier t0”

Verifi nt of William L.
Change
Change “two” to “four”
Delete “Exhibit WLG-5"
Change “Exhibit WLG-6" to “Exhibit WLG-5"




=D BEFORE THE
\  officecitneSe SURFACE TRANSPORTATION BOARD

Finance Docket No. 32760

i
o-nt of s !
T euslicRocord___

" ~-UNIONPACIFIC CORPORATION, UNION PACIFIC RAILROAD CO
» 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

ERPATA TO COMMENTS, EVIDENCE, AND
REQUEST FOR CONDITIONS OF THE DOW CHEMICAL COMPANY

Nicholas J. DiMichael
Jeffrey O. Moren»

ORIGINAL S S Ton s e £
uite

Washington, D.C. 20005-3934
(202) 371-9500

Attorneys for The Dow Chemical Company

April 11, 1996




Change “Exhibits WLG-7 and 8" to “Exhibits WLG-6 and 7”
Change “Exhibit WLG-8" to “Exhibit WLG-7"

Change “Exhibit WLG-9” to “Exhibit WLG-8”

Change “Exhibit WLG-10" to “Exhitit WLG-9”

Change “Exhibit WLG-11" to “Exhibit WLG-10"

Change “Exhibits WLG-7 and 8" to “Exhibits WLG-6 and 7”

Change “Exhibit WLG-8" to “Exhibit WLG-7"
Change “Exhibit WLG-9" to “Exhibit WLG-8"
Change “Exhibit WLG-12" to “Exhibit WLG-11"

Fespectfully submitted,

s Gnr

Nicholas J. DiMichael

Jeffrey O. Moreno

DONELAN, CLEARY, WOOD & MASER, P.C.
1190 New York Avenue, N.W., Suite 75U
Wachington, D.C. 20005-3934

(202) 371-9500

April 11, 1996 Attorneyr for The Dow Chemical Company




CERTIFICATE OF SERVICE
I hereby certify that a copy of the foregoing ERRATA TO COMMENTS, EVIDENCE,
AND REQUEST FOR CONDITION 3 OF THE DOW CHEMICAL COMPANY has been served

via facsimile upon the Applicants and by regular first class mail upon all parties of record in this

proceeding on the 11th day of April, 1996.

- Pl

Aimee L. DePew
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STATE oF NEw JERSEY
DEPARTMENT OF TRANSPORTATION
1035 PARKWAY AVENUE

CN 60!
TRENTON, N.J. 08625-060!

CHRISTINE TODD WHITMAN €09-530-3535

GOVERNOR

FRANK J. WILSON
COMMISSIONER

Mr. Vernon Williams, Secretary
U.S. Surface Transportation Board
1201 Constitution Ave., NW
Room 2215

Washington, DC 20423-0501

Ke: Finance Docket 32760
Dear Mr. Williams:

The New Jersey Department of Transportation hereby expresses its support of the Consolidaied
Rail Corporation in their proposal to purchase what has commonly become known as the SP East,
the former Cottonbelt Railroad lines in Illinois, Tennesee, Arkansas, Louisianna and Texas. We
further reques. that any approval of the proposed Union Pacific / Southern Pacific merger be
conditioned upon divestiture of these lines by UP/SP to such a financially viable competitor.

We concur in the position taken by Conrail and the National Industrial Traffic League that
trackage rights granted to Burington Northern / Sante Fe do not constitute a viable substitute for
ownership of these lines by a competitive carrier. The bull. of New Jersey’s chemical and
petroleum product transportation by rail from the Gulf Coast occurs in this corridor. To permit
what would become the largest railroad in the United States ($9.0 billion in revenues annually) to
maintain effective monopoly control over this corridor is contrary to the public, and New Jersey’s,
interests.

Combined, UP/SP will control greater than 90% of the rail market share of trade between the
United State’ and Mexico. Divestiture of the SP East and subsequent acquisition by Conrail
would open a competitive single line corridor between the notheast, the midwest and Mexico,
expanding the opportunity for American industries in these regions to do business under NAFTA.
New Jersey firms currently do an estimated $600,000,000 annually in busincss with Mexico.
Existence of a single line competitive option will have a considerable impact on a New Jersey or
other northeastern/midwestern firm’s ability to compete for this bu<iness with its western and
southwestern counterparts. ENTERED j
Office of the Secretary

APR 4 1994!

Part of
Public Record




page 2

Finally, intermodal growth in this corridor has remained strong at 15%-20%, while average
growth rates nationally have shrunnk to 5% or less...in large part a reflection of the consistent
growth in trade with Mexico under NAFTA. New Jersey’s geographic location makes it an ideal
distribution center for the entire eastern seaboard. As business opportunities increase in Mexico,
distribution of Mexican produced goods to the northeastern and midwestern markets would be
enhanced by the existence of a single line, competitive intermodal rail option. We believe such a
service would bring with it attendant benefits in air quality as competitive intermodal single line
service to Mexico and the southwest is made available for the first time.

In summary, the State of New Jersey believes that divestiture of th:: SP East lines, and subsequent
purchase by Conrail, would extend the efficiencies of single line competitive shipments of
products to areas of the northeast and midwest which do not currently enioy this option. It would
constitute an end-to-end merger with no duplicate facilities, and would preserve rail competition
to customers within and outside of this corridor.
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BEFORE THE
SUNFACE TRANSPORTATION BOARD

m Part of
Public Recom

Finance Docket No. 32760

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COML
AND MISSOURI PACIF.IC RAILROAD COMPANY
-- CONTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PA( IFIC
TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

APPLICANTS® REVISED RESPONSES TO
PUBLIC SERVICE COMMISSTON OF NEVADA’S
FIRST SET OF INTERROGATCRIES AND
FIRST SET OF REQUESTS FOR PRODUCTION OF DOCUMENTS

CANNON Y. HARVEY CARL W. VON BERNUTH
LOUIS P. WARCHOT RICHARD J. RESSLER
CAROL A. HARRIS Union Pacific Corporation
Southern Pacific Martin Tower
Transportation Company Eighth and Eaton Avenues
One Market Plaza Bethlehem, Pennsylvania 18018
San Francisco, California 94105 (610) 861-3290
(415) 541-1000
JAMES V. DOLAN
PAUL A. CUNNINGHAM PAUL A. CONLEY, JR.
RICHARI B. HERZOG LOUISE A. RINN
JAMES !i. GUINIVAN Law Department
Harkins Cunningham Union Pacific Railroad Company
1300 Nineteenth Street, N.W. Missouri Pacific Railroad Company
Washington, D.C. 20036 1416 Dodge Street
(202) 973-7601 Omaha, Nebraska 68179
(402) 271-5000
Attorneys for Southern
Pacific Rail Corporation, ARVID E. ROACH II
Southern Pacific Transportation J. MICHAEL HEMMER
Company, St. Louis Southwestern MICHAEL L. ROSENTHAL
Roilway Company, SPCSL Corp. and Covington & Burling
The Denver and Rio Grande 1201 Pennsylvania Avenue, N.W.
Western Railroad Company P.0O. Box 7566
Washington, D.C. 20044-7566
(202) 662-5388

Attorneys for Union Pacific
Corporation, Union Pacific
Pailroad Companv and Missouri
Pacific Railroad Company

March 29, 1996




UP/SP-193

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 R!

PUBLIC SERVICE COMMISSION OF NEVADA'’ 24
FIRST SET OF INTERROGATORIES AND \g* 4
FIRST SET OF REQUESTS FOR PRODUCTION OF DOCUMENTSY

N

Applicants hereby revise their response to Inter-

C.

rogatory No. 5 of the Nevada Public Service Commission as

follows:

Interrogatory No. 5

"The merger application cf Joint Applicants states
that the increased number of accidents at crossings would be
more than offset by reductions in accidents on highways and
other railroads due to (freight) traffic being diverted.
{(Vol. 6, Part 1, Page 53).

a. On what basis is this claim made?

b Does that claim incorporate pedestrian
accidents?"




Response

Subject to the General Objecticuiis stated above,
Applicants respond as follows:

(a) The systemwide increase iu train miles is
expected to be 4,214,290 per year. The rail accident rate
in 1994 (national average) was 4.07 accidents per million
train miles. This figure includes all impacts between rail-
road on-track equipment and vehicles or pedestrians at road
crossings, plus any death or injury requiring treatment to
persons other thar rail employees. Therefore, there should
be an increase of 17 accidents systemwide per year because
of increased UP/SP traffic. This increase will be cffset by
the number of trucks that will be taken off the highways.
Applicants project that truck-to-rail diversions will reduce
nationwide truck travel by 283,313,759 truck miles per year.

The truck accident rate in 1992 (national average) was 0.911

accidents per million truck miles travelled. Therefore, thc:re

should be a decrease of 258.1 accidents per year, pursuant to
the following calculations:

Qi3 = X
1,000,000 283,313,759

X = 258.10 accidents per year decrease.
Therefore, nationwide there should be a net decrease of 241.1

accidents per year.

(b) Yes. See Response to subpart (a).




CANNON Y. HARVEY
LOUIS P. WARCHOT
CAROL A. HARRIS
Southern Pacific

Transportation
One Market Plaza
San Francisco, California
(415) 541-1000

Company

94105

PAUL ™. CUNNINGHAM

RICHARD B. HERZOG

JAMES M. GUINIVAN

Harkins Cunningham

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

Attorneys for Southern
Pacific Rail Corporation,
Southern Pacific Transportation
Company, St. Louis Southwestern
Rajilway Company, SPCSL Corp. and

The Denver and Rio Grande
Western Railroad Company

March 29, 1996

Respectfully submitted,

CARL W. VON BERNUTH
RICHARD J. RESSLER

Union Pacific Corporation
Martin Tower

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

18018

JAMES V. DOLAN

PAUL A. CONLEY, JR.

LOUISE A. RINN

Law Department

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

68179

J. MICHAEL HEMMER

MICHAEL L. ROSENTHAL
Covington & Burling

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

20044-7566

Attorneys for Union Pacific
Corporation, Union Pacific
Railroad Companv and Missouri
Pacific Railroad Company




CERTIFICATE OF SERVICE

I, Karen W. Kramer, certify that, on this 29th day
of March, 1996, I caused a copy of the foregoing document to
be served via facsimile, on Timothy Hay, Esquire, General
Counsel for Public Service Commission of Navada, 727 Fairview
Drive, Carson City, Nevada 89710, and by first-class mail,
postage prepaid, or by a nore expeditious manner of delivery
on all parties appearing on the restricted service list
established pursuant to paragraph 9 of the Discovery
Guidelines in Finance Docket No. 32760, and on

Director of Operations Premerger Notification Office

Antitrust Division Bureau of Competition

Room 9104-TEA Room 303
Department of Justice Federal Trade Commission

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

Yaren O Jliretin

Karen W. Kramer
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the Attornepy General
State of Texas
DAN MORALES

ATTORNEY GENERAL

March 28, 1996

——
{

Otiice of the Secratgry

Honorable Vernon A. Williams "I

Secretary, Surface Transportation Boar e
g *

1201 Constitution Avenue, NW MIN ¢ § 1996

Washington, DC 20423
6] 5o

Re:  Uaion Pacific Corp.. et al. --Con
Finance Docket No. 32760

Dear Honorable Williams

By oversight Texas diu not previously designate an acronym for use in this
proceeding. In accordance with 49 C F R. Sec | 180.49(a)(2), we ask that STTX now serve
as acronym for the State of Texas, by and through Dan Morales, Attorney General of Texas
Prior pleadings should be designated at STTX 1 through 3. They include:

STTX-1  Letter of intent to pariicipate as a Party of Record Filed 1-11-96

STTX-2 State of Texas Reply in Support of Motion of Filed 1-25-96
Western Shippers’ Coalition for Enlargement of the
Procedura! Schedule

State of Texas’ Certificate of Service Pursuant to Filed 2-26-96
Decision No. 16 listing all pleadings filed in this

proceeding by the Attorney General Dan Morales

on behalf of the State of Texas

We are enclosing for filing the following:

STTX 4 Comments of Office of the Attorney General of Texas. Enclosed
are the original and 20 copies

STTX-5  Verified Statement of Dr. Henry B. McFariand. Enclosed are the
original and 20 copies of the Highly Confidential Version. The
State of Texas asks this nighly confidential document be filed
under seal.

512/463-2100 P.O. BOX 12,548 AUSTIN, TEXAS 787




Also enclosed are

Two 3.5 inch diskettes in WordPerfect 5.1 format. One diskette contains the text
of the Comment: of Office of Attorney General of Texas and one diskette
contains the Highly Confidential Version of the Verified Statement of Dr. Henry
bB. McFarland.

One extra copy each of STTX-4 and STTX-5 which we request you file stamp and
return to us in the enclosed seif-addressed postage-paid envelope

Sincerely.

Reb g

Assistant Artorney General
Antitrust Section

Consumer Protection Division

P. O. Box 12548

Austin, Texas 78711-2548
(512) 463-2185

(512) 320-0975 (Facsimile No.)

Enclosures

cC Parties of Record List




BEFORE THE
SURFACE TRANSPORTATION EOARD

Finance Docket No 32760

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

-- CONTROL AND MERGER --

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC
TRANSPORTATION COMPANY, ST LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

COMMENTS OF OFFICE OF THE ATTORNEY GENERAL OF TEXAS

DAN MORALES
Attorney General of Texas

e e
N TEMEU

JORGE VEGA Ctiice of ine Sacretary
First Assistant Attorney General A ,
3 At ¢y g‘)(;o
LAQUITA A. HAMILTON

Deputy Attorney General for Litigation g ] oo

Q.J‘ Puti. mecus

Communications with respect 10 this document should be addressed to:

THOMAS P. PERKINS, JR.
Assistant Attorney General
Chief, Consumer Protection Division

MARK TOBEY
Assistant Attorney General
Deputy Chief for Antitrust

REBECCA FISHER

AMY KRASENER
WESLEY OLIVER.
Assistant Attorneys General
Antitrust Section

P O Box 1254%

Austin, TX 78711-2548
(512) 463-2185

(512) 320-0975 [FAX]




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
TRANSPORTATICON COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY
COMPANY, SPCSL CORP. AND THE DENVER AND
RIO GRANDE WESTERN RAILROAD COMPANY

COMMENTS OF OFFICE OF
ATTORNEY GENERAL OF TEXAS

The Union Pacific Corporation, the Union Pacific Railroad Company. and the
Missouri Pacific Railroad Company (collectively “UP”) and the Southern Pacific Rail
Corporation and its subsidiaries (collectively “SP”) have applied to the Surface
Transportation Board for authorization of the merger ¢f Southern Pacific Rail into Union
Pacific Railroad Company and the consolidation of the rail operations of UP and SP
(collectively “UP/SP”). Acknowledging that such a consolidation would have anticompetitive
effects, the Applicants have requested the merger be conditioned upon a settlement
agreement they have entered into with Burlington Northern Railroad Company and The
Atchinson, Topeka and Santa Fe Railway Company (collectively “BNSF”)

The State of Texas, by and through Dan Morales, Attorney General of Texas, hereby
submits comments regarding competitive issues affecting Texas that are raised by the UP/SP
merger as proposed. Under separate cover, the State of Texas files the Veritied Si<tement of
Dr. Henry B. McFarland which is incorporated herein for all purposes.

A POSITION OF THE STATE OF TEXAS

As more fully explained below, the State of Texas has concluded that the UP/SP
merger as proposed would reduce competition for a significant volume of rail traffic
involving origins and destinations in Texas and the Texas-Mexican gateways. This merger
will reduce the number of Class I railroads currently competing for this traffic, in some
situations from three to two and in many locations from two to one. Further, the sigmticant




number of Texas shippers currently served exclusively by UP or SP will be combined.
decreasing the ability of these shippers to leverage potential competition

The adversely affected markets include various commodity movements into and out of
Texas through the Mexican gateways, rail service to chemical plants located along the Gulf
Coast of Texas, and service for shippers and receivers in Harris County, Texas, which
includes the Port of Houston. Dr. McFarland has spe:ifically identified Texas rail traffic of
nearly $200 million annually that would be subject to a loss of competition upon a
consolidation of UP and SP

The State of Texas does not believe that the settlement agreement with BNSF will
provide an adequate remedy ior the anticipated competitive harm that will result from the

merger. Therefore, the State ot Texas opposes the merger as currently proposed

B

RAIL SERVICE IN TEXAS

To clearly understand why harmful effects of the proposed merger may have a
disproportionate impact on the State of Texas, it is important to realize that, in regard to
current rail service and with respect to the proposed merger, Texas is unique in many ways
The expanse, location and natural resources of Texas set it apart from most other states in
the voluime and types of commodities transported by rail. With respect to several of these
commodities, Texas is the largest producer in the U S.  For example, Texas ranks first in the
nation in the production of industrial organic chemicals, plasti.s, and synthztics '

Texas also is situated in a unique position regarding international rail shipment. More
than ninety percent of all U.S. rail traffic into Mexico 11 1995 crossed over Texas-Mexican
gateways. Laredo, Texas ( served primarily by UP) has consistently been the primary U.S
gateway for rail access to Mexico, accounting for 71% all railcars traveling from Texas to
Mexico in 1994 ° Texas ant.cipates the passage of the North American Free Trade
Agreement (“NAFTA") will lead to an increased demand for rail traffic to and from Mexico

Rai! service in Texas is also unique Although Texas has the most operated railroad
mileage of ony state in the United States’. only three Class I railroads presently serve the

“Texas leads mn production capacity for the 24 major commodity cheinicais.. . Texas has an infrastructure
consisting of the largest chemical and petroleum refining complexes in the world whicn makes it attractive for
future expansions of the commodity chemical industry.. This infrastructure makes Texas one of the best places to
locate a new chem:cal plant, because a new plant may tie into a pipeline network, purchase ne'v materials from and
sell products to other plants within the network or ship them by pipeline, rail, ship or barge to other d>stinations.”

The Chemical Industry of I'cxas, by Dr. MLAM. Anan and Dr. Jared E. Hazelton, November 1992, g 1. See
also The Texas Chemical Industryv: Our Heritage and Our Future, pg.3-4, 7

* Border Business indicators, December 1995, Published by the Institne for International Trade (IIT). a division of
the College of Business Administration at Texas A&M International Uiversity

* Statistics from 1994 show that Texas has 10.413 miles out of a totai 122,492 in the US. The Texas total
represents nearly twice the mileage as California, with 5,435, and over 3,000 more miles than illinois, which 1s the




majority of the State* Texas, as the largest producer of chemical products in the U 5. has
moie shippers “captive to rail” than any other state affected by the , ‘oposed merger In
addition. Texas has more shippers served exclusively by either the UP or SP Further. as
defined by Applicants, Texas has more shippers presently served by only UP and SP (“2-to-1
customers”) than any other state.’

The fact that this merger will have a significaat impact on Texas is apparent by
looking at maps provided by the Applicants This visual review confirms that UP and SP,
who o'vn most of the rail tracks in Texas, have several lengthv parallel lines Furthermore,
one third of all the proposed trackage over which BNSF is proposed to have trackage rights
fall within Texas borders

i

THE PUBLIC INTEREST

The Surface Transporiation Board must approve the proposed UP/SP merger only if it
determines that to do so would be consistent with the “public interest” To give meaning to
this standard it is imperative to understand the purpose and precedent of the Board and its
predecessor, the Interstate Commerce Commission

The Rail Transportation Policy (“Policy”). promulgated by the Staggers Act” and
codified at 49 USC.A. § 10101, reflects Congress’ intent to revolutionize the railroad
industry from one characterized by complete government regnlation to one governed, in large
measure, by a competitive marketplace. The enactiug legislation is replete with principles
which codify this purpose and vision. The Policy directs the government “to foster sound
economic conditions in transportation and to ensure effective competition and coordination
between rail carriers and other modes ™’ Through the Policy, the government seeks “to
minimize the need for Federal regulatory control,” “to avoid undue concentratior of market
power,” and “to ensure the development and continuation of a sound rail transportation
system with effective competition among rail carriers.”® The Rail Transportation ™olicy,

second ranking in railroad miles with 6 986. Association of American Railroads. Railroad Mileage Operated in
Each State -- 1994, RAILROAD FACTS 1995 EDITION, Sept. 1995, at 45

" UP. SP. and BNSF own the vast majority of track in the state. Kansas City Southern Railway Company (“KCS")
owns limited track which is part of its routes from Dallas/Fort Worth to Shreveport. Louisiana and from Beaumont.
Te. as to Shreveport

" This definition was made by Applicants in the settlement agreement with BNSF on which they have asked the
Board to condition this merger. The number of 2-to-1 customers as therein defined can be determined by
reviewing Settlement Agreement and Exhibit A, dated Septesber 25, 1995, and the Supplement Agreement. dated
November 18, 1995. (“ENSF Agreement”)

“ The Staggers Act of 1980, Pub. L. No. 96-448

"49US.CA. §10101(5)

"49 US.C.A §10101(2). (12), and (4).

N
N




taken as a whole, emphasizes the need for reliance on competitive forces to modernize the
railroad industry and to promote efficiency ’

This point is accentuated by the fact that the Staggers Act codified the requirement
that the Board must >termine and weigh effects on competition when conducting any
merger analysis.  Although such consideration had generally been a matter of practice, it was
not included in the obligatory criteria for consideration prior to enactment of the Act
Congress acknowledged the importance and necessity of understanding the competitive
impact of a merger by adding Section (b)(1)(E) to the list of matters that must be considered
This provision instructs the Board to consider whether the proposed merger” " would have an
adverse effect on competition among rail carriers in the affected region.”"

ANTITRUST ANALYSIS

Although the Board does not sit as an antitrust court determining compliance with tne
antitrust laws, it is imperative that it heed the precedent of the ICC by beginning its review of
this merger with antitrust analysis. Antitrust analysis provides a structure that illuminates the
meaning of the above-noted concepts of “effective coinpetition” and “concentration of
market power”. The policies embodied in antitrust laws provide guidance for implementing
the purpose of the Rail Transportation Policy and determining what is the public interest in a
control proceeding. "'

Both the Department of Justice and the National Association of Attorneys General
have promulgated guidelines for reviewing proposed mergers. The guidelines explain
antitrust policies and the appropriate analytical approach to use in a merger analysis iy
noted in the guidelines and applied by the Commission in previous proceedings, the threshold
for any meaningful merger analysis is to define the markets that will be affected. Antitrust
analysis requires the defining of both a relevant product and relevant geographic market and
the Commission has previously followed this approach

* Union Pacific Corporation, Union Pacific Railroad Company and Missouri Pacific Railroad Company--Control--
Chicago and North Western Transportation Company and Chicago and North Western Railway Company. Finance
Docket No. 32133 (ICC Decision No. 235. served March 7. 199%) at 49. (UP/CNW hereinafter)
(T)he Commussion shall consider at least the following
(A) the effect of the proposed transaction on the adequacy of transportation to the public
(B) the effect on the public interest of including, or failing to include, other rail carriers in the area
involved in the proposed transaction

(C) the total fixed charges that result from the proposed transaction

(D) the interest of carrier employees affected by the proposed transaction

(E) whether the proposed transaction would have an adverse effect on competition among rail carriers in

the affected region.” 49 U.S.C.A. S11344(b)(1)
rean Trucking v. United States. 21 U S. 67, 87 (i944); IMC v, Aktiebolager Svenska Amerika Linien, 390

U.S. 238, 244 (1968)
"> Department of Justice and Federal Trade Commission Horizontal Merger Guidelines. released Apnl 2.1992. and
National Association of Attornevs General Horizontal Merger Guidelines, adopted March 30, 1993




The Commission has previously defined the product market as rail transportation of
freight.” The Commission has included other modes of transportation in the relevant
product market only where there is sufficient evidence that the other modes are actual rail
competitors. In deuning geographic markets. the Commission has often focused on whether
the merger primarily affected parallel lines or end-to-end lines'* It has determined that

analysis of actual lines provides a clearer approach to identifying ~ompetitive problems **

After having determined the relevant markets, the Board must evaluate the
anticompetitive impact of the merger in these markets.  As stated in the guidelines, su..
impact “vould include a lessening of competition through coordinated interaction or 2
lessening of competition through unilateral effects '* The decrease in competition, however
accomplished, can negatively influence shippers’ choices for price, service, potential

competition, or expansion.' Decreased competition can also concentrate sufficient ~arket
power in the hands of one carrier for it to behave more like a monopolist than a compet tor

The obvious fact that negative competitive impact is more likely to be found in a
parallel merger is codified in the regulations governing control proceedings.'® This fact also
caused the Commission to require a more careful examination of the competitive options
remaining after a “parallel merger” than it would in a purely “end-to-end merger” "

The emphasis and evaluation of anticompetitive effects has, by necessity, changed in
the last decade. The Commission has recognized that the “extensive deregulation of the rail
industry brought about by the Staggers Act, other reform legislation, and numerous
administrative actions undertaken by the Commission to reduce regulations, require that the
anticompetitive effects of a consolidation be examined more carefully than in the past

" Union Pacific Corporation. Union Pacific Railroad Company and Missouri Pacific Railroad Company--Control--
Chicago and North Western Transportation Company and Chicago and North Western Railway Company. Finance
Docket No. 32133 (ICC Decision No. 25, March February 21, 1995) at 51. (UP/CNV’ hereafter)

" “Parallel effects may arise where the merging railroads run between common ongin/destination pairs or
corridors and generally involve the question of whether there is reduction in the number of rail competitors serving
transportation markets. End-to-end effects may exist where the merging railroads serve common destination
points from different origins. or originate from common ongins to different destinations. These effects relate
primarnily 1o whether there will be a reduction in so. cce competition or a vertical foreclosure of competition at
commonly served gateways.* UP/CNW at 52
" UP/MP/WP at 33
“ DOJ Merger Guidelines, Section 2
" Industries with high transportation cests must take into consideation their transport options, as well as the
presence or absence of rail competition. when deciding if :nd where to expand or locate new plants
*If two carriers serving the same market consolidate. the result would be the elimination ¢ ~mpetition between
the two... While the reduction in the number of competitors scrving a market is not in nself — .afu!, a lessening of
competition resulting from the elimination of a competitcr may be contrary to the put .c interest.” 49 CFR
STI80 Hce)2)(1)

" Union Pacific Corporation. Union Pacific Railroad Company and Missouri Pacific Railroad Company--Control--
Missouri-Kansas-Texas Railroad Company, et al. Finance Docket No. 30800 (ICC Decision No. 37, May I3,
1988) at 19. (UP/M-K-T hereafter).




.

because the ability of the railroads to take various actions free of regulatory restraints will
20

make it easier to exert or abuse market power gained as « result of consolidation ™~

The need for more careful consideratton of any anticompetitive effects is clearly
illustrated by numbers alone. In 1980, the U S had a total of forty Class I railroads. If the
proposed merger is approved, there will be nine Class I railroads remaining, with only two of
those servirg approximately ninety percent of the entire United States west of the Mississippi
River. The concentration of market power for manv of the existing rails is, therefore, very
significant. Further consolidation will only exacerbate the situation. increasing the potential
for economic harm through monopolistic practices

BALANCING TEST

Once the initial antitrust analysis 1s complete, the Board 1s obligated, under its
regulations, to proceed with a balancing test. It must, after re.iewing at least the five
statutory criteria,”’ weigh the potential benefits to applicants and the public against the
potential harm to the public.*

The Commission has found that efficiency gains can be a public benefit” For
example, public benefits can be realized through single-line service and a consolidated rail
system’s ability to reach new markets ** To the extent that cost reductions are passed on to
shippers through reduced rates or deferral of rat2 increases, they benefit the public directly

~ . 24 . .
and reflect the amount of resources freed for other productive uses. = Efficiency giins can
promote a healthy national rail system, allowing competition to determine prices, service and
innovation

Hcwever, if the Board has found potential public harm by identifying the likelihood
of anticompetitive effects, it must give the touted co.solidation efficiencies critical scrutiny
When a merger results in increased market power and decreased competition, the likelihood
diminishes that any benefit from efficiencies will inure to the public. Through increased
market power, the merged carrier may be able to increase prices and either keep service
levels static or decrease them with little or no fear of losing business. At the very least, a
competitor with sufficient market power loses incentive to improve prices and service

Consolidations generating efficiencies, while stifling competition, may lead to purely
private benefit. The public and the industry are ill-served when the market and its driving

*’ Santa Fe Southern Pacific Corporation- Control--Southern Pacific Transportation Company, Finance Docket No
30400 (1.C.C., Decided July 24, 1986) at 13. (SF/SP hereafter)

*! See footnote 10, above

49 CF.R S 1180.1(c)

** Burlington Northern Inc. and Burlington Northern Railroad Company--Control and Merger--Santa Fe Pacific
Corporation aud the Atchison. Topeka. and Santa Fe Railway Company. Finance Docket No. 32549 (IL.C.C
Decision No. 38, served Aug. 23, 1995) at 43. (BN/SF hereafter)

“* BN/SF at 54

* UPM-K-T at 13




force--competition--are preempted by anticompetitive market power ceded in the name of
efficiencies. ™

D COMPETITIVE CONCERNS OF THE STATE OF TEXAS

COMPETITIVE ISSUES

For both an explanation of its analysis of market definitions and an analytical study of
some areas of potential anticompetitive harm that may resu't in Texas because of this merger,
the State commends the Board to the Verified Statement of Dr. Henry B. McFarland. Dr
McFarland’s statement is filed in this proceeding and is incorporated herein for all purposes.
Dr. McFarland’s conclusion is that “the UP/SP merger would seriously reduce competition
for a significant volume of rail traffic involving origins and destinations in Texas.”
McFarland Verified Statement at page 24

The BNSF Agreement is clear evidence Applicants understand that competition for
customers now served ot ly by UP and SP ( the “2-to-1 customer”) will be lost when UP and
SP consolidate ” Identiying the potential for competitive harm in this way is unduly
restrictive. The State of Texas believes the shippers subject to competitive harm from the
p oposed merger are much more numerous. Applicants identify the need to preserve
competition only at specific points. As set forth in his Verified Statement, Dr. McFarland
believes a more appropriate approach is to define origins and destinations by areas. not by
specific points as the Applicants have dcne. The State asserts that Dr. McFarland’s broader
definition and analysis more accurately reflects the actual and true potential competition
Texas shippers are presently experiencing.

Applicants acknowledge potential harm only to the 2-to-1 customers. Dr. McFarland
identifies economic studies that conclude competitive harm exists in markets where the
number of competitors is reduced from three to two. This economic analysis is pertinent to
a review of the industry at large and this merger in particular given that the railroad industry
has been in the process of consolidating over the last decade and the market power for many
current Class I rail carriers is significant **

Another group of shippers who may be harmed are shippers presently served
exclusively by UP or SP. Not only are Applicants not concerned about any competitive harm
to these captive shippers, Applicants have suggested that, at least as to the SP customers,
these shippers will enjoy more competition. ..ut combining the monopoly customers of SP
with those of UP eliminates the potential competition that often exists between nearby

* In scrutinizing claimed efficiencies. the Board must determine if the claimed efficiencies could be * realized by
means other than the proposed consolidation that would result in less potential harm to the public” 49 CFR
S1180.1(¢c).

“" It is noteworthy that the BNSF Agreement identified many 2- o-1 customers (severai located in Texas) who will
not be able to avail themselves of the trackage rights service to be provided by BNSF under the agreement. See
BNSF Agrcement. Section 8(I)

* Sec discus."on in C.2.. above




railroads, which may be the most effective leverage captive shippers have in negotiating
i'his is born out by information from shippers themselves, as noted in Dr. McFarland’s
Verified Statement. The increase of market power in regard to this group of shippers is not
benign, as Applicants would suggest

LIMITATIONS OF UP/SP AGREEMENT WITH BNSF

In recognition of potential anticompetitive effects of this merger, Applicants
submitted the proposed agreement with BNSF as the remedy  As the Board independently
identif es all the anticompetitive harm from this merger, it must closely scrutinize and review
the proposed agicement to determine if it will eliminate or acceptably reduce thic harm. The
proposed agreement has raised a significant number of questions and concerns. 1he State of
Texas believes these questions and concerns have not been sufficiently addressed to assure
the Board that the proposed remedy cures the anticipated competitive harm of the proposed
merger

The effectiveness of BNSF as a competitor in Texas by use of the agreed trackage
rights is doubtful at best. This agreement, like all trackage rights agreements, leaves BNSF,
as lessee, at a competitive disadvantage to UP/SP, the owning rail carrier. The oft quoted
phrase by Gerald Grinstein, former CEO of BNSF, seems to sum up this truism. He stated
that trackage rights provide “service with some disability” ** Such disabilities include
whether the compensation to be paid by BNSF will negatively impact its ability to set
competitive rates over the lines in question. And BNSF’s ability to compete on service may
be limited by UP/SP’s control of dispatch and other operational factors

Additional operational issues may further undercut BNSF's competitive abilities. For
example, BNSF presently lacks adequate storage-in-transit facilitics needed to competitively
serve the plastics industry in the Texas Gulf Coast. Another concern is that BNSF presently
is slated to use the SP line to move its northbound traffic from Houston to Memphis, even
though UP/SP intends, as one of the proposed efficiencies of the merger, to make this line
generally a unidirectional southbound line ™ The fact that BN and SF have not vet fully
integrated their operations, makes it impossible to know if, or to what extent, BNSF can or
will use its trackage rights to compete effectively

The fact that these trackage rights are only “bridge” or “overhead” trackage rights
creates additional concern. BNSF will only be able to serve customers on these lines that are
presently at “2 to 17 points Because of this, BNSF is foreclosed for 99 years from serving
shippers who are presently captive to UP or SP and from serving new shippers who locate at
points anywhere other than what Applicants define as a “2 to 1” point. This presents two
different problems. First, due to the piecemeal nature of the traffic BNSF can serve, BNSF
will have difficulty achieving the traffic density necessary to justify serving various Texas
lines. The dominant position of a “full service” UP/SP will further discourage a strong BNSF
presence in affected areas

*’ Christopher Palmeri and Ann Marsh Can Drew Lewis drive the golden nail” FORBES, Dec. 18. 1995, at 64
" Applicants Operating Plan, Volume III. pp. 41-46




A less obvious issue with the restricted nature of the bridge trackage rights revolves
around the importance of potential competition. At best, the BNSF agreement might address
competitive concerns at 2 to 1 points. But it does nothing to address the loss of potential
competition at points that are presently served only by UP or SP. Applicants’ rationale is
that since the captive shippers have no other choice today, this restriction on BNSF's future
service is not a decrease in competition. But this rationale only makes sense if both the
railroad industry and the various shipper industries remain static. It is possible that the
situation for either UP or SP could change and either company could de:ide that allowing
BNSF to serve a particular shipper or group of shippers that are presently captive would be
in its best interest. Under the proposed agreement, this potential competition is eliminated.

Likewise, the Applicants’ narrow concept of decreased competition ignores the
possibility of presently unforeseen innovation by either the shippers or transportation
industries that would provide a more economical method for rails who de not have current
access to the captive shippers to serve these customers. The agreement, as proposed, would
foreclose such service by BNSF

CONCLUSION

The State of Texas believes that the elimination of actual and potential competition, as
a result of the merger, will affect significant amounts of Texas rail shipments involving some

of the most important commodities to the national economy. This negative impact far
outweighs the net public benefits of any efficiencies gained and renders this merger
inconsistent with the public interest. Thus, the State of Texas requests the Board deny this
merger as proposed.

DATED this 29th day of January, 1996
Respectfully submitted,
DAN MORALES

Attorney General of Texas

JORGE VEGA
First Assistant Attorney General

LAQUITA A. HAMILTON
Deputy Attorney General for Litigation




THOMAS P PERKINS. JR
Assistant Attorney General
Chiet, Consumer Protection Divicion

MARK TOBEY
Assistant Attorney General
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BY HAND

Mr. Vernon A. Williams, Secretary
Surface Transpcrration Board

1201 Constitution Avenue, N.W.. Room 1324
Washington, D.C. 20423

Re: Finance Docket No. 32760, Union Pacific Coxp. --
Control and Merger -- Southern Pacific Rail Corp.

Dear Mr. Williams:

Enclosed for filing in the above-capticned proceeding
are an original and 20 copies of a document designated as UP/SP-
198, Applicants’ Notice of Organized Labor Support for Proprsed
UP/SP Merger.

Also enclosed is a 21st copy of this document. Please
date-stamp the extra copy and return it to me in the enclosed
postage-paid eaivelope.

Very truly yours,

James M. Guinivan
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UNION PACIFIC CORPORATION, UNION PACIT'IC RAILROAD COMPANS
AND MISSQURI PACIFIC RAILROAD COMPANY
-~ CONTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORPORATION,
SOUTHERN PACIFIC " "NSPORTATION COMPANY, 3T. LOUIS
SOUTHWESTERN RAILWAY COMPANY, SPCSL CORKP. AND THE
RIC GRANDE W-STERN RAILROAD COMPANY

APPLICANTS’ NOTICE OF ORGANIZED LABOR
SUPPORT FOR PROPOSED UP/SP MERGER __

In the past few weeks, Applicants have lLeld
discussions with their unions, and have made commitments to
several of these unions regarding the application of New York
Dock arrangements. We understand that some of these unions
may submit their own filings in this proceeding supporting the
proposed UP/SP merger. However, the following is a complete
list, as of this time, of the labor organizations that support
the proposed merger: the Internaticonal Association of
Machii..ists and Aerospace Workers; the International
Brotherhood of Boilermakers, Ironshipbuilders, Blacksmiths,
Forgers and Helpers; the International Brotherhood of

Electrical Workers; the International Brotherhood of Firemen &

Oilers; the International Brotherhood of Locomotive Engineers;

the Sheetmetal Workers’ International Association; and the
United Transportation Union. These unions represent

approximately 55% of the organized workforce of UP and SP.
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RICHARD B. HERZOG

JAMES M. GUINIVAN

Harkins Cunningham

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

94105

Attorneys for Southern
Pacific Rail Corpcration,
Southern Pacific Transportation
Company, St. Louis Southwestern
Railway Company, SPCSL Corp.,
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Respectfully submitted,

CARL W. VON BERNUTH
RICHARD J. RESSLER

Union Pacific Corporation
Martin Tower

Eighth and Eaton Avenues
Bethlehem, Pennsylvania
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18018

JAMES V. DOLAN
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I, James M. Guinivan, certify that, on this 29th day
of March, 1996, I caused a copy of the foregoing document to

be served by first-class mail, postage prepaid, or by a more

expeditious manner of delivery on all parties of record in

Finance Docket No. 32760, and on

Director of Operations Premerger Notification Office
Antitrust Division Bureau of Competition

Suite 500 Roox 303
Department of Justice Federal Trade Commission

Washington, D.C. 20530 Washington, D.C. 20580
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March 29, 1996

VIA HAND-DI _LVERY

Hon. Vernon A. Williams, Secretary
Surface Transportation Board ﬁzl ENTERED

\Otﬁco At the Secretary

Room 1324 :

1201 Constitution Avenue, N.W. '

Washington, D.C. 20423 \ WAR % 0 199 ,

Attention: Finance Docket No. 32760 \ .
’ Pan of

Re: Finance Docket No. 321(0“£]_Jhu‘numw

e

Dear Secretary Williams:
Enclosed for filing are the original and 20 copies of
Illinois Power Company’'s Verified Comments and Request for

Imposition cf Additional Conditions (ILP-6) in Finance Docket No.
32760.

In addition, please date-stamp and return the extra
copy to the messenger for cur files. Thank you for your
assistance.

Sincerely,

7
/%LOCJQQZ&QC/(’Z{(rbV”Q
Michelle J. Morris

Enclosures

ac: All Par:'es »f Record
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UNION PACIFIC CORPORATION, ET AL.
== CONTRC'. AND MERGER -~
SOUTHERN I ACIFIC RAIL CORPORATION, ET AL.

ILLINOIS POWER COMPANY’S VERIFIED
COMMENTS AND REQUEST FOR
IMPOSITION OF ADDITIONAL CONDITIONS

Illinois Power Company ("Illinois Power") nereby provides the
following verified comments on the Applicants’ proposed merger.'!
Illinois Power requests that approval of the merger be denied un-
less the Surface Transportation Becard imposes conditions that will
maintain effective competition for high-BTU, low-sulphur coal from
Western mines to Illinois Power’s plants. Illinois Power curreri-
ly benefits from such geographic competition and should not be
made worse off by the propos<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>