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f O. K E N T M A H E R 
A T T O R N E Y AT LAW 

3 3 WEST r O U P T M S T R E E T 

p. O. BOX 351 

W I N N E M O C C A , NEVADA 6 9 4 4 6 

T C L ; (702) 823-5277 FAX: (702) 6 2 3 - 2 4 « 8 

A p r i l 29, 1996 

Vernon A. Williams, Secretary 
Case Control Branch; Attn: Finance Docket 32760 
Surface Transportation Board 
United States Department of Transportation 
1201 Constitution Ave., N.W. 
Wa.shington, D.C. 20423 
Re: Application of Union Pacific Corporation, et a l . , 

Finance Docket 32760 

Dear Mr. Secretary: 

Transmitted herewith for f i l i n g ' nd the attention of the Commission 
are an original and twenty (20) copies of the Cert i f i c a t e of 
Service f i l e d on behalf of the City of Winnemucca, a Nevada 
municipal corporation, and the County of Humboldt, a p o l i t i c a l 
subdivision of the State of Nevada, pursuant to Surface 
Transportation Board Decision No. 32, dated April 23, 1996. 

Please confirm your receipt and acceptance of th i s f i l i n g by 
returning the attached copy of this letter and the Certificate of 
Service, endorsed with your "Filed" stamp in the enclosed postage 
prepaid, self-addressed envelope. 

I f you have any questions or comments concerning t h i s f i l i n g , 
p3ease contact me at che address or telephone number set forth 
above. Thank you. 

Sincerely, 

O^yKent Maher 
rinnemucca City Attorney 

OKM/kam 
Enclosur«...s 

xc: City 
County 
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BEFORE TBE 

SURFACE TRAMSFORTATIOM BOARD 
I W l 

UNITED STATES DEPARTMENT OF TRANSPORTATIONV3^ MANAG£?,«EMT 

I n the matter of the Apr»lication of 
Union P a c i f i c Corporation, Union 
P a c i f i c Railroad Company, Missouri 
P a c i f i c Railroad Company, Southern 
P a c i f i c R a i l Corporation, Southern 
P a c i f i c Transportation Company, St. 
Louis Southwestern Railway Company, 
SPCSL Corp., and the Denver and Rio 
Grande Western Railroad Company 

Finance Docket No. 32760 

CERTIFICATE OF SERVICB 

The undersigned attorney of record f o r the C i t y of Winnemucca, 
a Nevada municipal corporation, c e r t i f i e s t h a t a copy of the 
"VERIFIED STATEMENT OF D. STEPHEN WEST FOR THE CITY OF WINNEMUCCA 
AND THE COUNTY OF HUMBOLDT" was served by f i r s t - c l a s s , postage 
prepaid U.S. mail on A p r i l 29, 1996 on a l l p a r t i e s of record 
designated as [POR] i n the Surface Transportation Board Decision 
No. 32, excepting those p a r t i e s of record deleted from the service 
l i s t by Decision No. 32. 

DATED: \ p r i l 29, 1996. 

O. Kept Maher, Esq. 
C i t y A t t o r n e y 
City of Winnemucca 
3 3 West Fourth Street 
P.O. Box 351 
Winnemucca, Nevada 89446 
Tel. (702) 623-527V 
Fax. (702) 623-2468 

Attorney f o r C i t y of Winnemucca 

y 
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, I tem No. 

.'-Ptitfe C( cunt 

Vice rrenaeni 
Counsel/Environmental 

Tel 801 578 6972 
Fax 801 578 6999 

April 30. 1996 

VIACOM 
Office of the Secretary 
Case Control Branch 
Attn: Finance Document No. 32760 
Surface Transportation Board 
1201 Constitution Avenue, N.W. 
Washington, D.C. 20423 

Re: 

Dear Sir/Madam: 

Compliance with Decision No. 32, issued April 24, 1996, regarding 
.Mmnce Docket No. 32760. ICC Dockets AB-12 (Sub-No. ̂ W j ^ and 

AB-8 (Sub-No. 39) / f ^ A 

I enclose an original and five copies of a Certificate of Service, which certifies 
Viacom International Inc.'s compliance with Decision No. 32 of Finance Docket Nc j '760 
requiring parties to serve additional other parties with a list of numbered pleadings s :br, tted 
in connection with the above-referenced matter. 

I understand that service of additional parties of record was to be completed by 
April 29, 1996. Due to a delay in receiving Decision No. 32, however, service was 
completed as quickly as possible. 

J 

Enclosures 
cc: (w/o ends.) 

Felicity Hanney, Esq. 
Arvid E. Roach I I , Esq. 
Paul A. Cunningham, Esq. 

$LC1-219$» I 219«a«)I0 

Sincerely, 

Jeffrey B. Groy 

ENTERE'E 
Offica of the Se'-'etary 

MAY 8 1996 

Part of 

Public Rfico.d 



^ CERTinCATE OF SERVICE 

Pursuant to Decision No. 32 in Finance Docket No. 32760,1 certify that on this 

30th day of April 1996,1 served a list of numbered pleadings submitted by Viacom 

International Inc. to the additional parties of record listed in Decision No. 32 by causing it to 

be mailed via U.S. Mail, postage prepaid. 

Jeffrey B. Gro 

SLCl-21958.1 2I9«(M)01O 
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May 1, 1996 

py HANO DELIVERY 

Mr. Vernon A. Williams 
Surface Transportation Board 
Case Control Branch 
Room 1324 
1201 Constitution Avenue, N.W. 
Washington, D.C. 20423 

Re: Finance Docket No. 32760, Union Pacific 
Corporation, et a l . — Control and Merger — 
Southern Pacific Rail Corporation, et a l . 

Dear Secretary Williams: 

At the request of Board staff, I write on hel.sy. of 

Consolidated Rail Corporation ("Conrail") to contirm our view 

that there i s no highly confidential or confidential testimony 

set forth in Conraii's Appendix: Deposition Excerpts (CR-i6), 

f i l e d with the Board under cover letter dated April 26, 1996. So 

far as we are aware, we redacted a l l such material before copying 

the excerpts, and such redactions are indicated on the excerpted 

pages. 

Sincerely, 

ENTERED 
Oftica of fhe Secretary 

MAY 7 1995 

Pan of 
Public Record [Tl ""'""^ 

i . Stepheji Hut, J r . 

Counsel for Consolidated 
Rail Corporation 
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Item No.— 

Page Count_. 

BEFORE THE 
ĴURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3 2 760 

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

-- CONTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMPANY, ST. LOUIS SOUfHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DEl'IVER AND 

RIO GRANDE WESTERN RAILROAD COMPAIvTif 

ERRATA TO FURTHER COMMENTS OP 
THE SOCIETY OF THE PLASTICS INDUSTRY. INC. 

Exhibit 4 of SPI-16 inadvertently omitted pages 3 through 6 
Those pages are attached herewith. 

Respectfully submitted, 

i \ Offloo ol the secretary 

A p r i 

tH^^^lj^^,.-*.^^ t 

M a r t i n wTTfierc j> ' ' -c i 
Douglas j \ Behr 
A r t h u r S . iGarre* '"., I I I 
L e s l i e E. fcilvernan 
KELLER ANDI HECKMAN 
1001 G Strfeet , NW, S u i t e 500 West 
Washington, DC 20001 
T e l : (202) 434-' '100 
Fax: (202) 434-1646 

Attorneys f o r The Society of 
the Plastics Industry, Inc. 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y that a copy of the foregoing Errata to 
Farther Comments of The Society of the Plastics Industry, Inc. 
was served by f i r s t - c l a s s mail, postage prepaid, t h i s 7th day of 
May, 1996, upon a l l p a r t i e s of record. 

Bercovici 



EXHIBIT 4 (Pege 3 of 6) 
the necessary dau.'and the merger applica­
tion, of cburse, present* the data which UP 
selected to advance its claim. Yet some of 
this data is surprisingly weak For example, 
UP's experts conducted a traffic survey to 
see how many trailers per day the merged 
system would divert off the nation's liigh­
ways. The experts came up with 246 dry 
vans a day from tru:k to rail eastbound and 
northbound, and 250 westbound 5nd south­
bound, systemwide. 

To put this into perspective, UP aione 
loads about 15,000 cars per day. Con'ainer-
izable truck traffic in the Los Angeles-San 
Francisco lane alone amounts to 2600 units 
per day, Qeariy the merger will be invisible 
on the highway; truckers have little to fear. 
Single-line service from Califomia through 
Portland to Seattle, a vodely touted benefit 
of the merger, would enable UP+SP to 

depends on their location and type of busi­
ness. 

PROOF THAT THE MERGER benefits ship­

pers, according to UP and SP, arc the "more 
than 1000 shippers who slroniily endorse the 
merger, stressing lhat it will bring about 
genuine, vigorous rail competition in the 
West and rectify the impaired competitive 
circumstance presented by c very strong 
BNSF competing with a less conipetitive UP 
and a weak SP." 

Afialysis of shippers' letteis [page 44] re­
veals i.Tiportant facts. The application and 
supplement incorporate 1152 letters from 
supportive shippers. Included are UP sub­
sidiaries Overnite Transportation and Sky­
way Freight Systems, and ABL-TRANS, a 
division of Pacific Motor Transport Co., 
owned by SP Transportation Co. 

-. •-' ' ^ ' - ^ y ^ y y y y ^ : a y ' > 

Assuming both groups use rail service in 
equal proportion and produce at an equal 
percentage of capacity, approximately 30 
percent of the Western cement manufactur­
ing industry wrote a letter of support. 

In terms of numbers, probably one-third 
of UP and SP shippers have written letters of 
support. In terms ofton-mileo and carloads, 
the percentage is considerably less. Shippers 
who wrote are typically smaller than the 
shippers who did not. Shippers who are rail 
dependent are significandy und'rrepresent-
ed, and shippers that market or add value to 
railroad services are significantly over-rep­
resented. Shippers whose principal business 
. i with Mexico or the Orient, and with 
access to oceans and waterways, are over-
represented, and shippers in landlocked 
states are under-represented. 

In sum, the letters seem strongly biased 
in favor of shippers who will 
retain transportation options 
after the merger. UP+SP's 
claim of broad shipper sup­
port is based principally upon 
shippers over which UP+SP 
will not be able to establish 
market dominance. 

O O N B . F L V N N 

SP's tenuous condition 

has been exacerbated by 

the formation of BNSF, a 

railroad of such size and 

power that even UP's 

competitive ability is 

called into question. 

divert from truck to rail an estimated 47 
trailers a day southbound and 28 north­
bound. It hardly seems worth the bother. 

For the 3390 employees UP+SP plans to 
fire, the merger appears to have few benefits, 
and the 2952 employees the merged railroad 
plans to transfer might not enjoy relocating. 
Anschutz says the merger will result in 
"more job security." For communities that 
lose railroad jobs and rail service through 
abandonment, the merger has few benefits. 
For shippers and receivers of freight, the 
merger may or may not have beiiefit Much 

4* 

A number of UP and/or SP suppliers 
submitted letters, such as Meridian Aggre­
gates, which operates the ballast pit at Gran­
ite, Wyo., on UP's main line. 

Several shippers who do not bhip by rail, 
but might in the future, submitted letters. 
Also counted as shippers are 10 economic 
development authorities such as the Devel­
opme it Corporation of North Platte, Nebr., 
and other organizations which are neither 
rail shippers nor receivers. Subtracting the 
subsidiaries, suppliers, the multiple entries, 
non-shippers, and one illegible ietter, there 
are 1015 statements of support. (Note that 
companies which did not write are not nec­
essarily opposed or neutrah all that we can 
be sure about is that the merger application 
doesn't contain their letter of support.) 

Cement manufacturers in ihe UP/SP ser­
vice area help to gauge the merger's breadth 
of support, since their capacitv is published. 
The 11 supporters have an estimated capac­
ity of 13.6 million tons per year, with an 
average plant size of 620,000 tons. Twenty-
tv'o manufacturers with a capacity of 31.5 
million tons per year and an average plant 
size of 730,000 tons did not submit letters. 

Southcrni 

To UNDERSTAND market 
dominance, it helps to sort 
shippers into three basic cate­
gories: 1) intermodal market­
ing companies (IMC's); 2) 
shippers of moderate- to 
high-value, service-sensitive, 
modal-competitive commo­

dities; 3) and shippers of low-value, rail-
dependent commodities. 

IMC's, warehouses, drayage companies, 
and the like make their living by packaging, 
marketing, and adding value to a railroad 
service. Principal competition for I.MC's, 
other than each other, is long-hiul motor 
carriers. Many IMC's also are long-haul 
motor carriers. Margins are thin; as little as 
$50 will switch a trailer from rail to road. 

The UP/SP merger, like the BNSF merg­
er, has some benefits for IMC's. It enlarges 
UP's network, which makes it easier for 
IMC's t ) do their job. If railroads are to sub­
stantially increase their market share they 
will have to go after the motor carriers for 
high-value, service-sensitive shipments with 
better rates and service, which will likely 
mean more business for I.MC's. Because 
IMC's aren't bound to a rail spur, they can 
bid BNSF and UP against each other as well 
as the motor carriers. The merger puts two 
big railroads into every major east-west lane. 
However, tnese beiiefits only hold true in 
long-ha ll corridors between major city 
pairs; ifan IMC has to serve every hamlet in 
between, they have less ability to bid one 



EXHIBIT 4 (Page 4 of 6) 

Only 2 guns in the West? 
oVandHim 

OaklMil 

tinninglain 

Pimaroli 

Union P3crfic Pailroad 

So'jthern Pacific Lines 

Burlington Northern Santa Fe 

SP Intermodal traffic only 

Proposed UP traciiage rigWs under 
settlement agreement with BNSF 

Proposed BNSf rights on UP 
Nol to KM Cl99e. UurDacf PuUisMtCo TKAINS Magiino UuSctiroMn Soufct UP 

railroad against the other. For these reasons 
the list of supporting IMC's is biased toward 
lane shippers such as steamship lines and 
away from network shippers such as United 
Parcel Service, Schneider, and I. B. Hunt. 

Shippers of mid- to high-value com­
modities are more difficult to sort out. Their 
transportation options are influenced by 
location of both shipper and receiver, rates, 
service, and the value of the commodity. A 
specific example, Pacific Ncrthwest lumber 
mills, illustrates some of this complexity. 

Transportation costs loom large in lum­
ber, accounting for 10 to 50 percent of the 
delivered price. However, lumber has con­
siderable modal competition, depending 
upon where it originates and terminates. 
More than half of Washington lumber sold 
in California moves to Tiarket by barge, and 
one-third of Oregc r lu iiber sold in Califor­
nia moves by truck 

Deregulation allowed railroads to build 
rate walls around their service territory with 
onerous joint-line rates and reciprocal 
switching fees. Railroads have done this to 
encourage more-profitable long-haul busi­
ness and discourage less-profitable short-
haiJ business. Lumber mills located on UP 
and BNSF come up against SP's rate walls if 
they want to ship to Southem Califomia and 
Arizona; lumber mills on SP come up 
against UP's a: id BN's rate walls if they want 
to ship to the upper Midwest. 

Suppose an SP-served lumber mill in 
Oregon wants to ship to a lumber yard in 
Los Angeles. SP's charge for this move is 
approximately $2000 if the lumber yard is 
located on SP. If the lumber yard is on UP 
or BNSF, the shipper will have to pay an 
additional $495 to have his car switched by 
UP or BNSF. Alternatively the shipper could 
truck to a UP reload in Portland, or arrange 

to have the car delivered to an SP-served 
spur in Los Angeles, and truck from there to 
the lumber yard. Further, railroads arc often 
less-than-zea!ous about making a speedy 
interchange with their competitors, in which 
case the joint-line sl ipper also pays a signif­
icant time penalty. 

For large lu..iber producers with multi­
ple locations, stiff joint-line rates and recip­
rocal switching fees are less problematic, 
because they can shift orders among their 
mills to achie"e the most advantageous rate. 
Generally the merger holds fewer benefits 
for them because it lessens their leverage 
against UP and BNSF. 

Small lumber mills are usually captive to 
one railroad (75 percent of Oregon mills are 
captive to SP). Rate walls severely constrict 
their market radius. Small mills are very sen­
sitive to slow rail service because it constricts 
their cash flow, and anticipate that UP will 

MAY 199(, 43 



greatly itpprove transit times. In essence, 
they hope the merger will accomplish a sort 
of de facto reregulation, under which they 
have equal access to every market, with 
transportation costs based on mileage, not 
whose spur one happens to be on. 

Richard D. Peterson, UP senior director 
of interline marketing, states in the applica­
tion that UP will " .ignificandy reduce" rec­
iprocal switch chiirges upon merger and 
expects BNSF to do likewise. Rail rates in 
general have dropped significantly since de­
regulation. But there are no guarantees UP 
and BNSF will continue to cut rates to re­
flect expected post-merger efficiencies. 

In contrast, rail rates have tended to rise 
since deregulation. A 1995 study found that 
after 1987, railroads increased rates on com 
shipments by up to 25 percent where they 
h,-d no viterway competition, and cut rates 
where ihey did have waterway competition. 
UP spokesman John Bromley notes that 
UP's principal emphasis post-merger will be 
competing with trucks: "To i.icrease busi-

EXHIBIT 
ness we must compete with trucks. In the 
past railroads have just traded business back 
and forth with each other instead of com­
peting writh trucks." 

Apparently some shippers already have 
negotiated with UP about rates, and make 
their support letters contingent upon their 
expectations. Occidental Chemical states, 
"The UP has discussed with OxyChem its 
pos'-merger pricing philosophy. This phi­
losophy provides OxyChem understanding 
of the UP's intent to not pnce their services 
to the detriment of shippers in the post-
merger environment." It would be interest­
ing to know more about UP's post-merger 
pricing philosophy, since the merger appli­
cation does not address this crucial issue 
with any specificity. According to UP's Pe­
terson, "The merger will produce cost re­
ductions . . . [which] translates directly into 
stronger competition, because it will allow 
the merged railroad to invest more in better 
services and offer more attractive rates and 
service to shippers." 

4 (Page 5 of 6) 
Shippers of low-value bulk commodities 

are glaring in their absence from the appli­
cation's shipper support letters. For them 
the cost of transportation dwarfs the cost of 
the commodity. Powder R'ver Basin coal 
costs $3 to $5 per ton at the Wyoming mine, 
and $20 to 22 per ton delivered in Houston. 

According to Resource Data internation­
al Inc. (RDI), an independent energy re­
search firm, since 1989 SP's market share of 
Western high-Btu bituminous coal grew 
from 7 percent to 64 percent, while UP's 
share fell from 93 percent to 18 percent. 
(High-Btu bituminous coal currently ac­
counts for about 15 percent of total Westem 
rail-hauled coal.) SP did this by cutting .ates 
and by reloading eastbound steam coal in 
westbound coking coal and taconite trains 
which deliver to Utah's Geneva Steel. At one 
time UP reloaded Geneva's taconite trains 
with Wyoming coal but gave it up because it 
considered the practice inefficient 

RDI believes if UP imposes its existing 
pricing structure for high-Bm Westem coal 

Who wrote to support UP+SR and who didn*t 
• Lumber and Building Materials, 237 fums. Most of the 100 pro­
ducers of lumber and paper supporting the merger are small to 
medium-size Pacific Northwest lumber mills. Major producers 
supportmg: Georgia-Pacific Louisiana Pacifie s North West Divi­
sion, Roseburg Lumber, Simpson Timber/Simpson Paper. Major 
shippers not writing: Boise Cascade, Champion International, 
International Paper, Jefferson Smurfit, Longview Fibre, Podatch, 
Weyerhaeuser, Willamette Industries. 

• Grain, Food, and Agricultural ProducU, 223 firms. Major mar­
keters of grain, flour, and cereals supporting: ConAgra, Haivest 
States Cooperative, General Mills, Scoular; major firms not wait­
ing; Bartlett Grain, Cargill, Continental Grain, DeBruce Grain. 
Farmers' Rice, Farmland Industnes. Ix)uis Dreyfus, AGREX, 
Archer-Daniels-Midland, Kellogg's, Pillsbury, Quaker Oats, A. E 
Staley. Fruit and vegetable packer/processor supporting: J. R. Sim-
plot; not writing; Campbell's Soup, Del Monte, Heinz, Lamb-
Weston, Ore-Ida, Tn-Valley Growers. Sugar producers support­
ing; Impenal Holly, Spreckels, C&H; not wnting, Amalgamited 
Sugar Brewers supporting: Coors, Stroh; not wriung; Anheuser-
Busch, Miller. 

• Petroleum and Chemicals, 119 firms. Major refiners and chemi­
cal producers supporting; 3M. Bayer, Diamond Shamrock. Exxon 
Chemical, FMC, Genc.-al Chemical, Hcechst Celanese, North 
American, Occidental, Owen.-Illinois, Rhone-Poulenc, Toul, 
Unocal, Vulcan; not wnting; Amoco, BASF, Chevron, Conoco, 
Dow DuPont, Eastman Chemical, Elf Aquitaine. Mobil, Monsan­
to, Olin, Phillips 66, Shell, Solvay, Stauffer, Texas Gulf, Texaco, 
Union Carbide, Vitro. 

• Minerals and Metals, 137 fums. Supporters: Reynolds Alu­

minum, Northwest Aluminum Oregon Steel (it owns rail-supplier 
CF8eI), U)S-Posco Industries, Nucor (Jewett,Texas), Chaparral 
Steel, Cascade Steel Rolling Mills, Califomia Steel Industries. Not 
wnting: Geneva Steel, Nucor (Norfolk, Nebr., and Plymouth, 
Utah). No major producer of copper, zinc, or lead wrote a letter, 
these fimis include ASARCO, Cypms, Eagle-Picher, Kennecott, 
Magma, Phelps-Dodge. OrJy one coal mine. Pacific Coast Coal 
Company of Seattle, wrote to support, and one major coal con­
sumer. Grand River Dam Authonty of Viniu, Okla. 

• Machinery and Manufacturing, 84 firms. Automakers and 
importers supporting: General Motors, Hyundai, Isuzu, .Mit­
subishi, New United Motors, Nissan, Volkswagen; not writing: 
Chrysler, Ford, Honda, Mazda, Toyota. Aircraft firm McDonnell-
Douglas wrote to support, Boeing did not No major manufactur­
er of earthmoving or farm machinery wrote to support. 

• Distribution, Shipping, and Handling, 210 firms (bulk terminal 
companies, transloaders, drayage firms, packaging companies, 
warehouses, logistics firms, intermodal marketing companies 

I IMC's]) Major IMC's supporting; Alliance Shippers, American 
President Lines, CSX !ntirmodal/Sea-Land, Evergreen, Hanjin, 
Hub Group, Hyundai, .Mark VII Transportation, Mitsui OSK 
Lines, NYK Lines, Overseas Orient Container Lines, Riss Inter-
modil. Yellow Freight; not writing: |. B. Hunt, "K" Line, Lykes 
Bros., Maersk Line, Roadway Express, Schneider, United Parcel 
Service. 

• Miscellaneous, 16 firms (10 recyclers of paper and tires, 4 waste 
handlers). Major firm supporting; Waste Management, Inc.; not 
writing: ECDC (East Carbon, Utah), UPCSI (Clive, Utah, and a 
former UP subsidiary). 

44 


