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Re: Finance Docket No. 32760 (Sub-No. 26*), Union Pacific Corp. - Control 
& Merper -- Southem Pacific Rail Corp - Houston/Gulf Oversight 

Dear Secretary Williams: 

We have received the rr.otion to strike and sur-rebuttal filed by the KCS/Te.\ .Mex 
on November 10. 1998 in response to UP's October 27, 1998 leUer to the Board. This letter will 
serve as our reply. 

In its October 27 letter, UP noted that two items of evidence contained in the 
rebuttal submined in support of the "Consensus Plan" were not proper rebuttal testimony. UP 
thus requested that if the Board considered those points, it also consider UP's brief reply, in their 
November 10 pleading, KCS/Tex Mex claim thai the evidence co which UP responded was 
proper rebuttal, and thus UP's response should be ignored. We strongly disagree. The new 
evidence, including the further sur-rebuttal submitted with the November !0 filing, should be 
stricken, or at the very least the Board should also consider UP's reply. 

I . 

KCS/Tex Mex say that evidence offered by Messrs. Grimm and Plaistow in the 
form of a study purporting to calculate UP and BNSF shares of "2-to-l" traffic in the Houston 
BEA was permissible rebuttal because UP witnesses pointed out in their testimr 7 that KCS/Tex 
Mex had improperly treated as a homogenous lump the traffic involved in their studies ofthe 
Houston "market." See, e.g.. Barber V.S., pp. 22-25; Peterson V.S., pp. 19-22. Tliis new study 
cannot be considered permissible rebuttal. KCS/Tex Mex could have and should have presented 
in their opening evidence any study taking account of the differing competitive circumstances 

ncluding related sub-dockets. 
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affecting Houston-area traffic. Their failure to do so constittited a severe flaw in their case as 
UP's witnesses pointed out. The fact that UP witnesses pointed oat this fundamental flaw cannot 
transtonn KCS/Tex .Mex's new study into "rebuttal." KCS/Tex Mex'c position -- that a party is 
entitled to till, through purported "rebuttal," basic gaps in its affinnative case if its opponem 
points out those gaps - makes a mockery of the mles regarding proper rebuttal testimony, and 
would encourage improper strategic behavior. 

Moreover, the new Grimm'Plaistow study cannot be considered permissible 
rebuttal because it did not in fact respond to the criticisms raised by UP's witnesses in their 
testimony. The original Grimm/Plaistow "studies" involved a m;sguided effort to compare pre-
and post'merger shares of traffic that BNSF moved from the Ho'oston area to various regions of 
the country. UP criticized those studies because it is misleading to lump together in a sin-- e so-
called "market" categories of traffic having radically differem competitive characteristics ("l-to-
1." '2-to-l," and "3-to-2"). The new Grimm/Plaistow testimony did not counter this point; it 
simply offered a belated (and fiindamentally flawed) study of "2-to-1" shipments alone. 

The present situation is thus far different from the case that KCS/Tex Mex rely on 
to argue that the new Grimm/Plaistow study is proper rebuttal. In that case, in the main UP/SP 
merger proceeding, the Board rejected KCS' motion to strike various portions of UP's rebc'tal 
testimony because UP was able to demonstrate that the testimony at issue responded to specific 
claims that could not have been anticipated and that other parties had raised in their testimony 
See Decision No. 37. served May 22, 1996. Here, as explained above, the new study does not 
respond to any evidence - UP did not offer a study of Houston "2-to-l" traffic in isolation - and 
KCS/Tex Mex should and could have perfonned this type of analysis as part of their affinnative 
case. 

In their November 10 pleading, the Consensus Parties not only attempt to justily 
the new Grimm/Plaistow study as proper rebuttal, but they also attempt to ansv.er the criticism's 
contained in UP's October 27 letter by con-ecting their study and presenting yet another new 
study. Again, UP believes all of this should be stricken, but offers a few short points in response 
should the Board elects to considei this still ftirther study. These points are verified by Richard 
B. Peterson, UP's Senior Director-Interline Marketing and the individual at UP who is principally 
responsbile for the identification of "2-to-r' traffic. 

1. KCS/Tex Mex have no answer at ali to UP's most basic criticism ofthe 
Grimm/Plaistow purported Houston "2-to-l" study: the evidence demonstrates that there has 
been vigorous competition between UP and BNSF for "2-to-l" traffic, and that aU ofthe major 
"2-to-l" shippers in the Houston area have benefitted from new competition, though they have 
elected, after vigorous UP-BNSF competition, to leave most of their traffic with UP. See UP/SP-
345. Confidential Appendix C. No "2-to-l" shipper has come forward in this proceeding to 
claim that there is not effective competition, and many have said there is. 
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2. KCS/Tex Mex respond to UP's criticism that their data included not only 
shippers that are not "2-to-l" shippers but also ship̂ jers that do not even have facilities at the 
locations described by explaining that they constnicted their list of "2-to-l" shippers using data 
that UP placed in its merger depository in late 1995. KCS/Tex .Mex apparently used computer 
files relating to very early UP efforts to identify "2-to-l" shippers as part ofthe traffic diversion 
study tbr the merger application. However, those data were highly preliminary' and inexact, 
given time and information constraints, as Mr. Peterson explained when he was deposed by 
KCS. Tex Mex and others during the merger proceeding conceming the ongoing process of 
arriv ing at a precise listing of "2-to-l" facilities. KCS/Tex Mex state that they have now 
con-ected the new Grimm/Plaistow study to account for UP's criticisms, but we did not attempt to 
provide an exhaustive list of shippers that were improperiy included or excluded, and thus efforts 
to correct the study based on the information provided in our October 27 letter were unsuccessful 
(as we note fiirther below).' KCS/Tex .Mex also try to avoid the systemic flaws in the 
Grimm/Plaistow study by arguing (p. 8) that UP should be "estopped" from saying that shippers 
appearing in UP's early, unrefined data are not "2-to-l" shippers. This is a tmly bizarre 
proposition, because many of the facilities simply do not exist at all and the facility list used by 
Griim and Plaistow bears no resemblance to the list that is actually goveming, in the real world, 
BNSF's access to "2-to-1" traffic.̂  

' KCS/Tex Mex also attempt to respond to our criticism that the study was not 
representative by expanding their study to include the entire Westem United States. This newer 
study, like the earlier version, pervasively misidentifies "2-to-l" shippers. It includes shippers 
that UP identified in its October 27 letter as non-existent, and it also includes an unexplained 
further addition of 1.2 million tons to UP's LCRA volumes, see Exh.'bit E. Temiinating Traffic, 
p. 4. none of which should have been in the study in the first place. (The LCRA traffic accounts 
for nearly 25% ofthe UP terminated traffic in the new, p>arported Westem U.S. study). In 
addition, the new study incorrectly includes traffic originating and terminating at Laredo. 
Shreveport. Sparks. Reno. Texarkana and West Lake Ch?j-les, despite the fact that there are no 
"2-to-l" facilities at those locations. The study also includes thousands of cars of intermodal and 
auto traffic that is not "2-to-l." Finally, the expanded study - • a ftmher attempt to bootstrap new 
and untested evidence into this proceeding long after the record has closed - ignores the overall 
traffic data that show that, by BNSF's own calculations of the available market for its trackage 
ritjhts. BNSF's share is approaching 50%. 

* KCS/Tex Mex's misunderstanding of the data they are using provides an excellent 
e.xample of why this type of sttidy is not appropriate rebuttal - it would allow presentation of 
new "evidence" without allowing other parties the opportunity to point out its fundamental flaws. 
The basic problem appears to be that KCS/Tex Mex have gathered data by first identifying "2-to-
1 ' points and then including all traffic of shippers that moved traffic to and from those points. 
This process creates two types of errors. First, not all facilities at "2-to-l" points are "2-to-r' 
facilities -- it depends on whether lhey had access to both UP and SP prior to the merger. 
Second, the party listed as the consignee in connection with a particular origination or 
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3. KCS/Tex Mex respond to UP's observation that none ofthe "2-to-l" shippers 
identified in the Grimm/Plaistow study filed a statement supporting the Consensus Plan by 
arguing that they have received shipper support from some of the shippers listed in the sfjdy. 
But the shippers to which they refer - Solvay and Lyondell-Citgo Refining - are not shippers 
with "2-to-l" facilities at the locations listed, and never should have oeen on the list in the first 
place. 

II. 

KCS/Tex Mex claim that the data submitted by SPI's Larry Thomas regarding 
transit times were permissible rebuttal because they were "essentially the same" data that Mr. 
Thomas had previously submitted, but then explain two ways in which the data were different -
the more important of which is that Mr. Thomas added four months of new data in order to make 
the new claim that UP's service remains far below pre-merger levels (KCS Sur-Rebuttal, p. 13). 
As we explained in our October 27 letter, those data are so flawed as to be meaningless. Even 
atter UP pointed out these flaws, however, KCS/Tex Mex continue in their sur-rebuttal to 
misrepresent the facts surrounding the data. We simply ask that if the Board considers these 
matters, it also consider the following facts: 

UP invited the Board to view KCS/Tex Mex's use of charts purportedly 
comparing UP's pre-merger and post-merger performance on plastics shipments as a test 
of KCS/Tex Mex's credibility and commitment to honest dealing with the Board. Letter dated 
October 27, 1998 from A. Roach to V. Williams. KCS/Tex Mex's sur-rebuttal shows that they 
have failed that test. 

KCS/Tex Mex now admit that the charts, prepared by SPI on the basis of data 
from fewer than a half dozen shippers, measure transit times for a traffic mix that very 
significantly changed at least three times during the comparison penod. From one period to the 
next, the origins changed, the routings changed, and the number of shippers expanded. This is 
like complaining that United Airlines' service from its Chicago hub deteriorated because United's 
average flight time increased as it added flights to international designations such as Paris and 
Hong Kong. St-̂ tistically, this is a meaningless exerciL KCS/Tex Mex presented these charts 
to the Board, o numerous Congressional offices, and to state and local officials without 
disclosing any of the inconsistencies and defects that render the chaits worthless. Undaunted, 
KCS/Tex .Mex continue to ask the Board to rely on them. 

All factual statements below are verified by Douglas J. Glass, UP's Assistant Vice 
President/Business Director, who communicated with SPI for the last year. 

termination is not always the party with the facility at that point, and including all of that 
consignee's traffic compounds the error. 
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The SPI charts purport to compare UP's pre-merger service with its po.st-merger 
service. In fact, they are useless for that purpose. KCS/Tex Mex concede that they filed SPI 
charts containing at least the following flaws. We suspect there are others, but UP does not have 
underlying workpapers that would allow us to identify the additional errors. 

• KCS/Tex Mex admit that the mix of shipments and routes measured for the pre
merger periods of 1995 and 1996 differ from the mix of shipments and routes 
measured for the post-merger periods of 1997 and 1998. KCS/Tex Mex admit 
that the five shippers who provided data to SPI have differing abilities to provide 
historical information and thus that "participation for 1995 and 1996 is less 
extensive than for 1997 and 1998." (P. 15.) In fact, the data for 1995 pertain to 
shipments by only two shippers; the 1996 data are for fgur shippers; the 1997 data 
are for fhe shippers; and KCS/Tex Mex now admit that additional shipments and 
routes were added at the end of 1997. (P. 15.) As a result, the SPI charts compare 
a small set of shipments in 1995 with a larger set of shipments from different 
origins to different destinations in 1996 with a still larger set of shipments from 
different origins to different destinations in 1997 and still a larger set of shipments 
in 1998. 

• KCS/Tex Mex also acknowledge that the SPI charts include shipments from 
points not on the Texas Gulf Coast, a fact they did not voluntarily disclose to the 
Board or other public officials when they presented these charts. They include, 
for example, shipments from an Iowa origin that represents 7% of the total 
production capacity reflected in the data. (P. 15.) Significantly, KCS/Tex Mex 
also acknowledge that these Iowa shipments were not included in the SPI data for 
pre-merger years, but were added only after December 1997, again skewing the 
data unpredictably. (Id.) KCS/Tex Mex argue that it is reasonable to look at 
shipments that originate outside the Gulf Coast area, but it certainly is not 
reasonable to (a) include those shipments only in the post-merger half of the 
comparison, or (b) claim that the resulting charts reflect the quality of UP servic e 
in Texas. 

• KCS/Tex Mex acknowledge that they presented to the Board charts labelled "UP 
Only" even though the transit times are QQI "UP only" data. The transit times are 
origin-to-destination transit times over all railroads for whatever traffic mix was 
being measured at a particular moment. In other words, delays could have 
occurred anywhere in the United States on any railroad. KCS/Tex Mex counsel, 
on the basis of no data or other information, assert that all delays must have 
occurred on UF and that delays on "on the lines of other carriers . . . were of short 
duration." (Id. at 17.) The Board has no reason to believe this self-serving 
assertion, which ignores events such as a m.ajor hurricane that wiped out CSX 
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operations east of New Orleans and chronic service problems on CSX in the 
Southeast this year.' 

KCS/Tex Mex essentially claim that UP forced KCS/Tex Mex to publish these 
charts by reftising to provide better data. In itself this is an admission that the charts are inferior. 
The notion that UP made KCS/Tex Mex give illegitimate comparisons to the Board, Congress 
and other officials needs no response. 

The assertion that UP "declined" to provide transit time information frcm UP's 
data files is simply false. When SPI and UP began meeting in December 1997, SPI said it 
wanted to gather complete transit times from origin to destination and back regardless of carrier. 
UP did not then compile origin-to-destination transit time data that included transit times on 
connecting carriers. A few SPI members did. Moreover, some SPI members indicated that they 
would feel more comfortable relying on shipper data. The offici?! notes ofthe first UP SPI 
meeting, prepared cind distnbuted by SPI executive director (and KCS/Tex Mex witness) 
Maureen Healey. state that the parties "agreed" that SPI members were to compile the transit 
time information, not UP. Had SPI members wanted to use UP's more limited "UP only" data, 
they already had it. UP was then providing, and continues to provide, on-line transit data to 
many SPI members showing UP service on all their major shipping corridors. SPI chose not to 
use UP data. 

KCS/Tex Mex also claim that UP failed to point out to SPI the defects in the SPI 
data. (P.M.) This is highly misleading. SPI members repeatedly told UP that they were 
gathering data only to show "directional trends" for all railroads. UP repeatedly stressed that the 
SPI data could not be used to measure "UP only" performance. SPI members told UP "not to 
worry" about such misuse of the data. KCS/Tex Mex then reneged on that assurance. 

Once UP learned that SPI's charts were being circulated publicly, and that 
KCS/Tex Mex were using them improperly for the purpose of describing UP on-line 
pertormance. it objected strongly. It particularly objected to SPI's labelling ofthe charts as "UP 
Only" when the transit times included service over all connecting lines throughout the United 
States. 

Undeterred by the fact that the SPI charts are unreliable, misleading and 
mislabelled. KCS/Tex Mex nevertheless urge the Board to use them. KCS/Tex Mex baldly 
assert, based on the charts, that UP "service levels today are grossly inferior compared to pre
merger levels." (P. 17.) Particularly as applied to chemical shipments from the Texas Gulf 
Coast, this is a false and irresponsible statement. While UP reports incidents beyond control that 

We cannot make sense of the 1995 transit times in the SPI charts. The average transit 
lime was as low as only 6 days, well below any average that could include transit times over 
connecting carriers to the Northeast and Southeast. 
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affect service for these shipments, such as recent Texas floods that affected shipments to 
Califomia and continuing congestion on CSX via New Orleans, UP's service for Texas chemical 
shippers has otherwise been reliable, consistent, and equal to or better than pre-merger service. 
For example, UP service for Dow Chemical and Exxon is demonstrably better today than before 
the merger. 

Sincerely, 

Arvid E. Roach II 

cc: All Parties of Record 
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RE: Finance Docket No. 32760 (Sub-No. 26)* 
Union Pacific Corp., et al. - Control & Merger -
et al. - Houston/Gulf Coast Oversight 

. 1 

Southern Pacific Rail Corp.. 

Dear Secretary Willliams: 

Enclosed for tiling in above captioned proceeding are an original and twentv-six copies 
of CMA-l l/RCT-lO/TM-27/SPI-l 1/TCC-l l/KCS-18, Notice of Intent to Participate in Oral 
Argument. 

Please date and time stamp one copy of the Petition enclosed herewith for retum to our 
offices. Included with this filing is a 3.S-inch Word Perfect, Version 5.1 diskette with the tex: 
of the pleading. 

Of."ca of th« Secratary 

NOV 24 1998 
Partof 

Public Racord 

Sincerely, 

William A. Mullins 
Attorney for the Kansas City 
Southern Railway Company 

cc: Parties of Record 

* and emabraced sub-dockets 
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UNION PACinC CORPORATION, UNION PACinC RAILROAD COMPANY 
AND MISSOURI PACinC RAILROAD COMPANY 

- CONTROL AND MERGER -
SOUTHERN PACinC RAIL CORPORATION, SOUTHERN PACIHC 

TRANSPORTATION COMPANY, ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY, SPCSL CORP. AND THE DENVER 

AND RIO GRANDE WESTERN RAILROAD COMPANY 

HOUSTON/GULF COAST OVERSIGHT PROCEEDING 

NOTICE OF INTENT TO PARTICIPATE IN ORAL ARGUMENT 

THE CHEMICAL MANUFACTURERS 
ASSOCIATION 

T H E RAILROAD COMMISSION OF T I XAS 

THE SOCIETY O F T H E PLASTICS INDUSTRY, 
INC. 

THE TEXAS CHEMICAL COUNCIL 

T H E TEXAS MEXICAN RAILWAY COMPANY T H E KANSAS CITY SOUTHERN RAILWAY 
COMPANY 

November 24,1998 

(* and embraced sub-dockets) 



CMA-l 1 SPI-11 
RCT-10 TCC-11 
TM-27 KCS-18 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 32760 (Sab-No. 26)* 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PAOnC 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 

HOUSTON/GULF COAST OVERSIGHT PROCEEDING 

NOTICE OF INTENT TO PARTICIPATE IN ORAL ARGUMENT 

F'ursuant to Decision No. 7 in Finance Docket No. 32760 (Sub-No. 26), STB served 

November 23,1998, the Consensus Parties hereby give notice of their intent to participate in the 

oral argument scheduled for December 15,1998 in this proceeding. On the day ofthe oral 

argument, the Consensus Parties will inform the Secretaiy ofthe identities of the speakers and 

the portion of the thirty (30) minutes of time allotted to each speaker. In addition, the Consensus 

Parties will file a summary of their oral argument, pursuant to Decision No. 7, by 2:00 p.m. on 

December 11,1998. 



Respectfully submitted and signed on each party's behalf with express permission. 

Lindil C. Fowler, Jr., General Counsel 
THE RAILROAD COMMISSION OF TEXAS 
1701 Congress Avenue 
P.O. Box 12967 
Austin, Texas 78711-2967 
Tel: (512)463-6715 
Fax: (512)463-8824 

^Richard A. Allen 
Scott M. Zimmerman 
ZUCKERT, SCOUTT & RASENBERGER, LLP 
888 17* Street, N.W. 
Suite 600 
Washington, D.C. 20006-3939 
Tel: (202) 298-8660 
Fax: (202) 342-0683 

ATTORNEYS FOR THE TEXAS MEXICAN 
RAILWAY COMPANY 

Ŝô aTETScĥ P 
The Chemical Manufacturers Association 
1300 Wilson Boulevard 
Arlington, VA 22209 
Tel: (703)741-5172 
Fax: (703) 741-6092 

^ t t r S n f ' 
Patton, Boggs L.L.P. 
2550 M Street, NW 
Washington, D.C. 20037 
Tel: (202) 457-6335 
Fax: (202)457-6315 

ATTORNEYS FOR THE CHEMICAL 
MANUFACTURERS ASSOCIATION 

1402 Nueces Street 
Austin, Texas 78701-1586 
Tel: (512)477-4465 
Fax: (512)477-5387 

Ricnard P. Bruening 
Robert K. Dreiling 
THE KANSAS CITY SOUTHERN RAILWAY 
COMPANY 
114 West 11* Street 
Kansas City, Missouri 64105 
Tel: (816)983-1392 
Fax: (816)983-1227 

illiam A. Mullini^i--^ 
David C. Reeves 
Sandra L. Brown 
Ivor Heyman 
Samantha J. Friedlander 
TROUTMAN SANDERS LLP 
13001 Street, N.W. 
Suite 500 East 
Washington, D.C. 20005-3314 
Tel: (202) 274-2950 
Fax: (202) 274-2994 

ATTORNEYS FOR THE KANSAS CITY SOUTHERN 
RAILWAY COMPANY 

Martin W. Bercovici 
Keller & Heckman 
1001 G Street, N.W. 
Suite 500 West 
Washington, DC 20001 
Tel: (202) 434-4144 
Fax: (202)434-4651 

ATTORNEYS FOR THE SOCIETY OF PLASTICS 
INDI'STRY, INC. 



CERTIFICATE OF SERVICE 

I hereby certify that a true copy ofthe NOTICE OF INTENT was served this 24* day of 

November, 1998, by first class mail upon all parties of record in the Sub-No. 26 oversight 

proceedings. 

William A. 
Attomey for The Kansas City Southem 
Railway Company 

034407101 
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VIA HAND DELrVTRY 

7 he Honorable Vemon A. Williams 
Secretary 
Surtace Transportation Board 
Room 711 
1925 K Slreet, N.W. 
Washington, D.C. 2042.1-0001 

I 
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RECEIVED 4 
NOV 20 19M 

MAIL 
MAKAGEMRNT 

SIB 

M A I N T E L E P H O N E 

2 0 2 - 4 6 3 - 2 0 O 0 
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2 O Z - 0 6 I - 0 4 7 3 

I I 
Re: Finance Docket No. 32760 (Sub-No. 26. 30 and 32) 

Dear Secretary Williams: 

Attached please fmd copies of tlje following additional statements in support of various 
conditions sought by The Burlington Northem and Santa Fe Railway Company in its Application 
For Additional Remedial Conditions in the Houston/ Gulf Coast area in this proceeding: 

ACM, Inc. 
Com Products Intemational 
HMM (Hyundai Intermodal. Inc.) 
Farmrail Syrtem, Inc. 
Ferrocarril Mexicano 
Intemational Paper Company 
Kimberly-Clark Corporation 
Louisiana & Delta '.lailroad. Inc. 
Minnesota Com Processors, Inc. 
The Rice Company 

HOV 20 A999 
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Originals of these statements are already on file with the Board in the above-referenced 
proceeding. 

Attachments 

cc: All Parties of Record (with attachments) 



ACM. INC. 
281 B MOORE LANE 

COLLIERViLLE. TN 38017 

October 16. 1998 

Honorable Vemon A. Williams. Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Washington, D.C. 20423 

RE; Finance Docket No. 32760 (Sub-Nos. 26 and 28) 

My name is Carolyn Bledsoe. I am the Traffic Manager of ACM. Inc. Our coinpanyl î Îcotttl 
in Memphis. Tcmiessee -nd is in the business of cotton merchandising. Wc ship «>» °̂ V;f; 
to various destinations in Mexico. The routing that we use is determmed by the railroad iĥ t serves 
each individual warehouse that the cotton is loaded from. 

I am filing this Verified Statement in support of Tlie Buriington Northem and Santa FeiSfJ'^y'* 
("BNSF") request thai the Board gram pennanent trackage rights on the UP's San Aatomo -l̂ rfdo hne. 
I believe that this request wiU benefit our company and other sbipp'.TS and wUl result service 
improvements and create meaningful competition fbr rail shippers to 'ie Laredo Gateway.̂  

I believe that BNSF's request for trackage rights over the San Antonio - Laredo arc <»*ieo^ 
to ensure that competition at this critical Mexican gateway docs not continue to be advcrscl̂ ^ itapacttd 
by UP's scuch Texas congestion and service problems specificaUy on the UP's Algoa to Coijjuf, Christi 
route. 

Granting BNSF tiaclca0e rights to the Laredo Gateway through San Antonio wUi; ?lib allow 
BNSF to bypass tiie TexMex. ŵith whom BNSF has been unable to conclude a campcntivc.jWng tejm 
commercial airangemer/c. We are also concerned that the miexpected lack of competitjoj m Ae 
privatized Mexican rail system is preventing shippers from receiving a fWly competitive serriOe at the 
Laredo Gateway. 

For all of these reasons, the Board should gram BNSF's request for trackage rights oycil the San 
Antonio - Laredo line. This would benefit our company and other shippers, and would result 4 service 
improvements to the Laredo Gateway, as well as provide a competitive alternative for shippers. 

I certify under penalty of perjury thai the foregoing is tme and correct. Executed th|i i6di day 
of October, 1998. 

Sincerely 

Carolyn Bledsoe 
ACM. Inc. 



GornProducts 
I N T E R M A T I O N A L 

November 2. 1998 

Honorable Vemon A. Wilfiams 
Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Washington, O.C. 20423-0001 

Re: Rnance DocKet No. 32760. Sub 26 4 28 

Dear Mr. Williams: 

My rame is Thomas WasKiewicz, and I am the Director of North American Logistics for Com 
Products Intemafional. Cur company is a multinational organization, operating plants in 
Canada, the United States and Mexico, as well as, subsidiary and aHfliate locations through out 
the world. Our Corporate Headquarters is located in Argo. Illinois and our business is the 
manufacture of com derived produas for the Beverage. Food. Pharmaceutical and Paper 
industries. In support of the above referenced docket. Com Products is an active participant 
and supporter of NAFTA and currently ships product between all three NAFTA countries. As a 
supporter of the UP/SP merger, Corn Products continues to seek and support issues to 
increase competition arnj improve service. We currently ship direct rail and intermodal 
shipments via the Laredo Gateway and have experience delays as a consequence of 
congestion along the UP route. 

I am filing this Varrfied Statement in support orf e Burlington Northem and Santa Fe Railway's 
(BNSF) request tha! the Board grant permaner. trackage rights on the UP's San Anionio -
Laredo Line. I believe that this request will ĵeneiit our company and other shippers artd will 
result in service Improvements and create meaningful competition for rail shippers to the L;trado 
Gateway. 

I believe that the BNSF's request fer trackage rights over the San Antonio • Laredo line are 
aesigned to ins ne that competition at this cnticai Mexican gateway does not continue to ba 
adversely impa. .-d by UP's south Texas congestion and service problems specificaliy on the 
UP s AJgoa to Corpus Christi route. 

Granting BNSF TracKage Rights to the Laredo Gateway through San Antonio will also aJIcw 
BNSF to bypass the TEXMex. with whom BNSF has been unable to conclude a competitive, 
long term commero'al arrangement. We are also concerned that the unexpected lacK of 
corrpetition in the privatized Mexican ,ai! system is preventing shippers from receiving a fully 
competitive service at the Laredo Gateway 



For all of these reasors. the Board should grant BNSF's request foi tradoge nghts over the 
San Antonio - Laredo line. This would benefit Com Products and other shippers, resu-Ung .n 
L,^i« Snprovements to the Laredo Gateway, as wei: as provide a comp.t.tr/e altematwe for 
all shippers. 

) certify under penalty of perjury that this staiement is true and correct. Executed this 2nd day of 
November. 1996. 

Sincerely yours, 

Thomas Waskiewicz 
Director of North Amer. Logistics 

tc: Mr. Delane 0. Fir̂ ke 
Burlington Northem Santa Fe 
1700 East Golf Road 
4th Roor 
Schaumburg, Illinois 60173 
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Oclober U, 1998 

Honorable Vemon A. Williams, Secrct.iiy 
Surface Transporurion Board 
1925 K Streei, N-W. 
WaslunsTon, D.C. 20423-0001 

R:; Finance Dccltct. N'-. 32760 (Sub-N'os. U and 28) 

Dear Secretary Williams; 

Mv nam* is Kce Soo Pahk. I lhe president of Hyundai Intermodal. Inc.. Our cornpany is 
locaicd in Gardens, Ca. and ia in buairxs3 of raU intermodal nransportanon service m the U.S., 
w,d «upport3 the inbno aansportauon need, of Hyundai Merchant Marine Co., Ltd, wuh over 
305,000 ocean conlAinera of inbound and outbound slupmentt in Nortli Amenca. 

1 am filing aua suicmcni in suppon of Tae Burtogton Nortltetn and Santa Fc Riulway's (-ENSF) 
requcrt tlu. the Board grant trackage rights on additional UP lines in lhe Houston tcmunal area for 
QNSÎ  to operate over anv avaihble clear routes througli the tciminaL We beUcve dut this request 
wUl benefit our company and other shippers and wiU result in service unprovements and needed 
dispatching flexibility in the Hoiuton tenntnal. 

SoeciaUy ihi* request would pcrroc BNSF to openne over any available clear routes tluough tlie 
terminal as determmed and managed by tl-̂  Spring ConscUdatcd Dispatching Center, and not jusc 
over the former I fl3&T East and West Belts. Tlie result would be to reduce congcsnon caused by 
BNSF trams staged in the Houston tenninal waiting for track time to use the main tractagc nglits 
bncs tho- cimrruly share through the lerminal and on Ihc former HB&T East and W«t Belt bne5. 

This rtqucsi would create an important si fety valve for dispatchcn to pennii Bl^SF trains lo 
traverse clear routus in the Houaton termin-d. It is a reasonable measure fo avoid congesoon and 
should poŝ  no hatni lo ITP as il doe. not ff vc any competiiive advantage to BNSF s openUors m 
the Houston icnnin.iJ. 

The request thus sUnds ic bcncfu all raU crrien openling in the Houston terminal area and tlic 
shipping pubUc. \t is in everyono* bcsi inie-.eal lo acliieve better service for sluppeii and to reduce 
^.i congestion in the Hoâ ron taT.unal ar̂ a. Accordingly, the Board should gram BNSFs request. 

I certify under penalty of pc jary that the foregomg is mie and correct. Excculcd ihw Uth day of 
Octoijcr. 1998. 

Sincerely, 

Kee Soo Fahk 
Presidt-nl 

/ . HYUNDAI IN'ERMODAL, INC. 



Farmrail 
Farmrail System, Inc., Post Office Box 1750, Clinton, OK 73601 580-323 1234 

Ortober 16, 1998 

The Honorable Vemon A. Williams 
Secretary 
Surface Transportation Board 
United States Department of Transportation 
1925 K Street, N.W. 
Washington, D. C. 20423-0001 

Re. Finance Docket No. 32760 (Sub-Nos. 26 and 28) 

Dear Mr. Williams: 

My name is George C. Betke, Jr. I am Chief Executive OflBcer of Farmrail System, 
Inc. and of its two common-carrier railroad subsidiaries, Farmrafl Corporation and Grainbeh 
Corporation. They operate 354 miles of contiguous light-density tracJci je, referred to as 
"Westem Oklahoma's Regional Railroad," from headquarters in Clinton, Oklahoma. At least 
50% ofthe traffic base normally is hard red winter wheat, the preferred variety fbr export, 
which moves for the most part to Houston and Galveston. 

This statement is filed in support of The Burlington Northem and Santa Fe Railway 
Company's request for trackage rights over certain lines of Union Pacific Railroad Company 
a£rectin£, traflfic flows in and through the terminal area of Houston, Texas. The objective is to 
alleviate ongoing congestion by allowing the use of any available clear route to relieve back
ups which restria access to the Houston Public Elevator and cause delays in reaching other 
Gtilf Coast ports and mteraational gateways. Transit times now are extended and irregular, 
and equipment utilization suffers accordingly. 

The domestic railroad industry operates an mterconnected system comprised of a few 
mega-carriers and about 550 gma 11 feeder lines that are attempting to coordinate management 
of a customer-driven service business. Those of us operating branch lines on the fringe of that 
system compete with truckers providing highly predictable one- or two-day delivery to most 
destinations. In comparison, we can offer only "best-efforts" transportation with a result that 
is totally dependent on the performance of a coimecting trunk-line railroad. Current best 
efforts on agricultural aud general merchaudise traffic simply are not good enough to satisfy 
customer needs. 

Every shon line 1 know has substantial excess capacity - room to grow its business. 
That growth opportimity, particularly in truck-competitive freight, is constrained by trunk-hne 
congestion in key terminal areas such as Houston lhat cascades throughout the national 
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network. Its adverse hnpact on the velocity of movement is devastating to an mdustry that is 
both intensely competitive and capital-mtensive. Those bottlenecks must be relieved. 

Though some observers attribute ongomg congestion in Houston to poor planning of 
CUss I raib-oad mergers, I beUeve the problem is likely to persist as the raikoads regain market 
share in a growing domestic economy and as additional intemational commerce is directed 
dirou^ the Gulf ports as a result ofthe Nortii American Free Trade Agreement This view 
calls for more than a stop-gap solution to a crisis situation that has not been correrted in nearly 
two years. The '"fix" should not mereh- deal with current traflfic vohimes, but anticipate fixture 
demand as well 

Coordmation of dispatching at the Spring Center was a positive step, and logical 
sequels are expansion of neutral dispatching territory and joint use of scarce trackage. Since 
BNSF's requests afford it no access to additional customers, I would hope that traditional 
"turf' issues can be overridden in the mterest of nqproving the over-all conq)etitiveness of our 
industry. 

I certify under penalty of peijury that the foregoing is true and correct. Executed this 
16th day of October, 1998. 

Yours truly, 

Betice, Jr. 
and Chief Executive'Oflficer 



Ferrocarril 
T iT Mexicano 

October 16, 1998 
DJ-699/98 

Mr. Vernon Williams 
Secretary 
Surface Transportation Board 
1925 K. Street. NW 
Washington, DC 20423 

Re. STB Finance Docket No. 32760 (Sub-Nos. 26, 30 and 32) 

Dear Secretary Williams: 

I am writing this letter to supplement the September 14, 1998 verified statement 
executed by Javier Teilo Sandova! on behalf of Ferrocarril Mexicano, S.A. de CV. (known 
as "FERROMEX") which was contained in Volume IV of UP's Opposition to Condition 
applications, filed with the Board on September 18, 1998. 

In the September 14. 1998 statement, we indicated that FERROMEX opposed 
BNSF's request for overhead tracicage rights over UP's line between San Antonio and 
Laredo. Although FERROMEX maintains that view, we would like to clarify that 
FERROMEX fully supports BNSF's request for penmanent bidirectional overhead trackage 
rights on UP's Caldwell-Flatonia-San Antonio line for trains destined to Eagle Pass Tx. We 
believe that this request will benefit our company and as well as shippers and will result in 
service improvements and needed operational flexibility particulariy for traffic using the 
Eagle Pass gateway. 

BNSF's trackage rights on UP's Caldwell-Flatonia-San Antonio line were granted 
by UP in July, i997 to penmit BNSF to bypass its more congested permanent trackage 
rights route via Temple-Smithville-San Antonio. We understand that these rights, however, 
are temporary and cancelable on short notice. In its September 18 filing, UP indicated to 
the board that it intends BNSF to return to its pemianent trackage rights route at some 
time in the future and commence directional operations on the Caldwell to Flatonia route^ 

The board must understand the importance of these bidirectional rights to our 
company and to shippers. These rights have allowed BNSF to use the route that is least 
congested and most able to handle traffic, and thus have enhanced the consistency in 
scheduled operations and sen/ice provided by BNSF for traffic interchanged with 
FERROMEX at the Eagle Pass gateway. Indeed, this routing was available to SP pre
merger since it was formeriy a SP route, and BNSF's request would simply permit BNSF to 
replicate the competitive options orfered to shippers by the former SP. 

For all of these reasons, the Board should grant BNSF's request to maintain these 
bidirectional overhead trackage rights on a long-term basis. The granting of BNSF's 
request would ensure appropriate operational flexibility tc permit BNSF to provide 
shippers with a long-term competitive, consistent and reliable service to the Eagle Pass 
gateway. 

Bosque de Ciruelos No. 99, Cd. Bosques de las Lonias, 11700 Mexico, O.F. 



Ferrocarril 
^ iT Mexicano 

Conceming the request of BNSF to make permanent its temporary rights between 
Caldwell and Placedo, via Flatonia, being this a shorter route to the Tex Mex interchange 
at Robstown, and the Brownsville gateway to Mexico, FERROMEX opposes the granting 
of permanent trackage rights in this route for traffic destined to Mexico. We believe this 
could make less competit ve the Eagic Pass gateway to Mexico. 

I certify under penalty of perjury that the foregoing is true and correct. Executed 
this day of October I'M998. 

Sincerely, 

LORErSc^lREYEi RETANA 
By FE^IRq^ARRI^MEXICANO. S.A. DE CV. 

Bosqu^ de Ciruelos ^4o. 99. Col. Bosques de las Lomas. 11700 Mexico. O.F. 



® INTERNATIONAL(/ft^) PAPER 

November 14, 1998 l̂ T̂ fl̂ |ATlô ,/». : 
6400 POPLAH -".ENL'E 

Hon. Vernon A. Williams ^EMP ÎS -N 38 
Secretary pnor.9o, 7*3 60oo 
Surface Transportation Board 
Room 711 
1925 K Street. N.W. 
Washington. DC 20423-0001 

RE; Finance Docket Na. 32760 ^ ;̂llb-NQS. 26 and 28) 

Dear Secretary Wiliiams: 

The International Paper Company, as a large rail shipper, applauds your decision to institute a 
new proceeding as part of the five-year oversight condition imposed in the Union 
Pacific/Southern Pacific merger decision to examine requests made for additional remedial 
conditions to the merger. 

The International Paper Company is the world's largest paper company, conducting operations 
throughout the United States from over 650 paper and lumber mills, converting plants, 
warehouses, distribution centers, retail stores and related sales service support offices. Its 
manufacturing facilities in the United States produce paper and paper products, including wood-
pulp, pulpboard, wrapping and printing papers, converted products, including corrugated boxes, 
folding cartons, and milk cartons, and wood products, including lumber, plywood, decorative 
panels and other special products to sen7e the building trades, as well as chemical products. 

International Paper moves these products throughout the United States and North America 
utilizing the services of a number of transportation vendors. In particular, and as relevant here, 
International Paper is heavily dependent upcn the nation's diminishing number of railroads to 
satisfy both its inbound and outbound long haul transportation needs. Accordingly, International 
Paper has been directly affected by the post -1980 trends that have resulted in both a heavy 
concentration in the rail industry, as well as the ever-diminishing nature cf intramodal rail 
competition, and the concomitant deterioration in rail service quality. 

The service meltdown resulting from the UP/SP merger is unprecedented in ali aspects. The 
International Paper Company has suffered economic damages, experienced inconsistent 
service and unparalleled delays in transit. The Surtace Transportation Board ("Board") has 
rightfully recognized Union r'^cific's (UP) inability to promptly and effectively solve the problem 
and the Board has been wise to implement tneir oversight powers to review and remediate the 
service crisis. 

The International Paper Company is sen/ed by ihe UP at ali six of its primary paper mills in the 
southwestern United Stales, (Camden and Pine Bluff. AR; Bastrop, Mansfield and Pinevilie, LA; 
and Texarkana, TX). Immediately after the merger in September 1996. contrary to all UP 
media and public relations announcements, our UP/SP service levels dropped stead'Iy through 
the Holidays and slowly recovered during the Spring of 1997. In June 1997, we encountered 
severe transit service problems to the west coast via UP, purportedly generated by systems 
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: Zeste^^^^ con'tinues to this ^ay. affecting vanous r̂ ^ 
business and serve their customers. On time transit Performance via the UP has been a oiler 
rna<;ter ever since Please see attached "Rail On Time Transit Pertormance for 1996 to 1998 
^?D" Thira aô eprê ^̂ ^̂ ^̂ ^̂  carioad shipments of outbound finished paper products 
f^m ou^mil s t f c u S r s for the 33 month period noted, Union facifiĉ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^ 
service and operating personnel worked fevenshly during this penod to correct problems dnd 
a S a l Condons with which we were sufferng. v.th only limited success. ' ' s e s X 
ment repeatedly made public pronouncements, gave assurances, and made proniises, they 
c o l no f and sadTy did not meet. Plants were forced to curtail production or close for penods 
o ? S l Truck tran^sportation for long haul moves was substituted at great expense, alternative 
?ai routes were used in the few instances whore that still was available; however, in the vast 
m i S y of cases we had little choice but to continue to use Union Pacific's service and endure 
tT̂ e Mnnumerable, ineffective efforts to bring their operating problems to hee in any reasonable 
ir^e frame. No shipper should be compelled by reason of regulatory acceptance o what have 

turned out to be groundless commitments of railroad management or othen^ise to face the 
possibility of any repeat of this "misadventure" in the future. 

Where Intemational Paper had the option of using altemative rail carriers during thisj isis we 
tumed to those cairiers, KCS and BNSF, in an attempt to preserve some semblance of ad 
operations in a marketplace numbed from a year of continuous, crippling service dysfunction 
nSf seen before on such a grand scale. Where ran alternatives were not available, we were 
compeHed ?o continue to use UP service. Their ovenvhelrning S^ographic dominance was 
aained through their merger with the SP and it has forced us to remain with them despite their 
fnuactable service problems and protracted inability to effectively deal with those issues in a 
timely and responsive manner. 

I note in UP's July 1 1998 Second Annual Report on Merger and Condition Implementation, 
that UP'S attomey incorrectly states on Page 78. footnote 10, that Intemational Paper strong y 
opposed the BNSF (trackage) rights during the proceeding (and) now concedes tha BNSF is 
replacing the competition that SP had provided in this (Houston-Memphis) comdor^ For the 
record. International Paper did not so much oppose BNSF trackage nghts as much as arguejor 
track ownership by a replacement carrier, and BNSF would have certainly been an acceptable 
replacement carrier. While the BNSF is making substantive efforts to 'ncrease its Presence on 
the line, it must, of course, be recognize'-i that BNSF has to contend with UP operations and 
dispatch control over the line, something with which the SP did not have to contend and which 
will limit the BNSF's ability to be the complete replacement for the SP that was envisioned and 
promised. Because of this very situation, we have not yet been able to come to the conclusion 
that the BNSF has in fact replaced the SP competition in this corridor. 

BNSF throuqh the UP/SP merger obtained rights to serve our mills at Cainden and Pine Bluff, 
Arkansas. Our ability to utilize their services as well as their ability to provide f^vjce during this 
crisis period was limited due to a number of significant issues and impediments. While BNSFs 
desire to serve our mills was communicated clearly, their ability to do so was constrained by 
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issues both within their control as well as beyond their control. The expected excess in boxcar 
equipment and locomotive power generated as a result of BNSF's own rrierger consoli
dation did normatenalize as evidenced by BNSF's subsequent large orders for locomo ive 
power as well as its inability to attract and handle anything but the most modest amount of 
traffic from these facilities. fJotwithstanding the BNSF's overiy optimistic pre-merger posturmgs 
about expected locomotive and boxcar supply surplus. International Paper is ^k- -^^ ^ ^ e ^ 
reasonable effort to employ BNSF services, as intended by this Board, but has only been able 
to achieve aTodest degree of success. It is simply a fact that BNSF still does "ot have 
available the quantity and quality of cars suitable to meet our needs, which the pre-merger 
competitors UP and SP had. 

Of course, it is manifestly unreasonable of us, as well as this Board, to think that BNSF could 
enter upon the Houston to Memphis scene and immediately serve a score of oustomers to 
the degree and extent developed through years of operating experience and -nvestment 
decisions of the pre-merger competitors now aligned as a post merger behemoth against he 
rentat°ve efforts of this new entrant, BNSF, with its access limited to;2-to-r cus omers and the 
need to subordinate its operational requirements to that of the landlord earner, UP^ seemed 
plain then and it is clear now that BNSF cannot be the competitive replacement o the SP as 
envisioned by the Board, anytime soon. Perhaps at some future date. We can only hope that 
the Board will respond and deal with all the unresolved competitive issues generated by the 
UP/SP merger. 

Today we wish to inform the Board oi operational issues beyond BNSF's control that can and 
should be changed to correct structural deficiencies in BNSF's rights as well as to improve 
movement of trains into, out of and through the Houston terminal which v^J"/avorably irripact 
BNSF's ability to sen/e our mills on the Houston to Memphis corridor. For BNSF to be able to 
be a viable competitor to the merged UP and practicable replacement for the SP, it must gain 
access to all customers on branchlines as well as shortlinoo connecting to the Houston to 
Memphis comdor, formeriy SP. One such case is before you today awaiting your action in 
Finance Docket 32760 (Sub No. 21) wherein the Arkansas. Louisiana, and Mississippi Railroad 
Company (ALM) seeks access to the BNSF at Fordyce. AR. International Paper strongly 
supported that pleading in our reply to the ALM's petition. 1 will not burden the record further on 
that point but instead urge the Board to review our comments carefully. We urge your promp 
and favorable consideration of these requests. The need to ameliorate serious structural 
defects in BNSF's nghts as well as to alleviate the opportunity for future rail service meltdowns 
of the type expenenced in Houston and radiating out over the whole UP system, cannot be 
overstated. 

The UP/SP service meltdown has made it clear that altemative rail service is necessary to 
alleviate service problems when they occur, and that it is incumbent on the Board to take steps 
to preclude its recurrence in the future, here or elsewhere in the U. S. rail network Tha. this 
may lead to some lost business to the UP should net be controlling. Customers are not owned 
by railroads and should not be forced to endure such operational disasters Jhe efore^ 
consistent with the Consensus Party Plan and the principles outlined in our letter to the Surtace 
S o r t a t i o n Board in the matter of finance docket No. 32760 (Sub No. 30) dated August 27. 
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1998, the Intemational Paper Company supports the following specific requests of the 
Burlington Northern and Santa Fe Railway: 

A. Correct Structural Deficiencies in BNSF's Rights 

1. Grant permanent bi-directional trackage rights. 

• Caldwell-Flatonia-San Antonio, TX 
• Caldwell-Flatonia-Placedo. TX 

On the San Antonio route. BNSF's trackage rights are temporary and cancelable on short 
notice; UP provided these rights to permit BNSF to bypass BNSF's more congested permanent 
trackage rights route via Temple-Smithviile-San Antonio in July. 1997. Depending on 
congestion on either ute. BNSF would like to maintain these rights long-terrii, permitting 
BNSF to use whichever route is least congested and most capable, on a day-to-day basis, of 
permitting BNSF to operate consistent and scheduled operations. In its September 18 filir^g, 
UP indicate-, to the Board that it intends BNSF to r- jm to its permanent trackage nghts route 
at some time in the future and commence directio-.al operations on the Caldwell to Flatonia 
route The Board n: st understand the imporiance of these bidirectional nghts to shippers. 
These rights have alloweu BNSF tc use whichever route is least congested and most capable, 
on a day to-day basis, and thus enhance the consistency in scheduled operations and service 
provided by BNSF to shippers like our company. 

On the Placedo route, BNSFs rights are also temporary, directional (southbound) and 
conditional on UP conlinuing directional operations south of Houston (UP filed with the Board 
on September 18, that they plan to discontinue 0- BNSF would prefer to operate its Corpus 
Chnsti/ Brownsville business bi-directionally via this route on a permanent basis, rather than via 
Alqoa if UP discontinue - directional operation in this corridor. Operations via the Algoa route, 
BNSF maintains, brine:?, traffic through the Houston terminal which need not go there; 
permanently rerouting via Flatonia would move this traffic to a less congested route away from 
Houston I believe that BNSF needs to ensure that it can avoid operating over the A.goa route 
- even if UP completes proposed capital improvements on that route - to minimize the nsk of 
delay for its trains. 

Having permanent versus temporary trackage rights would also permit BNSF participation as 
necessary and appropnate, in needed infrastructure investment (sidings, etc.) on those routes, 
something BNSF cannot justify when their nghts can be canceled on short (15-30 day) notice 
by UP. 

These routes are both former SP routes, which SP used to provide competition to UP. If BNSF 
has long-term access to these lines. BNSF is duplicating SP's lines, not improving on its 
competitive position v,s-a-vis UP beyond what SP had the potential to do. 
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2. Harlingen-Brownsvillle 

• Grant BNSF temporary trackage rights over both the UP and SP routes 
between Harlingen and Brownsville until new bypass trackage is completed 
north of Brownsville, permitting curtailment of the SP route 

• Allow Brownsville & Rio Grande International Railroad (BRGI) to act as 
BNSF's c:gent in providing service, Harlingen-Brownsville-Matamoros 

This will permit BNSF io commence trackage nghts operations to south Texas, discontinue 
haulage via UP, which has proven unsatisfactory to customers, and provide effective service to 
both Brownsville and the border crossing. The bypass trackage connection will not be done, at 
best, until the end of 2000. We understand that BRGI and customers in Brownsville have 
already indicated their support to correct these structural deficiencies in BNSF's rights. 

3. Grant BNSF trackage rights over additional UP lines to permit BNSF to fully 
join UP's directional operations wherever instituted. 

• Fort Worth Dallas via Ariington 
• Houston-Baytown via the UP Baytown Branch 

This request is aimed at improving service for BNSF customers, reducing congestion, and 
eliminating the potential for UP to favor its own traffic over that of BNSF moving on trackage 
rights lines. Presently, where BNSF has to run bi-directional operations over UP trackage rights 
lines where UP has instituted directional operations, BNSF trains are delayed when running 
"against the current" of UP's directional operations until the line is cleared of UP trains. Besides 
delaying BNSF traffic, UP traffic is potentially delayed while BNSF operates against the UP 
"current of traffic", consuming more of the line's capacity than a directional ope'-ation uses. 
BNSF views this request as a general principle to be applied wherever such issues exist. 

B. Improve movement of trains into, out of, and through the Houston terminal 

1. Grant BNSF overnead trackage rights on additional UP Houston terminal 
routes to permit BNSF to bypass congestion and improve through flows, 
for example, West Junction-Tower 26/Englewood Yard. 

This request would permit BNSF (and TexMex) to operate over any available clear routes 
through the terminal as determined and managed by the Spring Texas Consolidated 
Dispatching Center, and not just over the former HB&T East and West Belts, potentially 
reducing congestion caused by BNSF (and TexMex) trains staged in the Houston terminal 
waiting for track time to use the main trackage rights lines they currently share through the 
terminal, the former HB&T East and West Belt lines. 
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This request thus stands to benefit all rail carriers operating in the Houton terminal area and the 
shipping public. It is in everyone's best interest to achieve better service for shippers and to 
reduce the congestion in the Houston terminal area. Accordingly, the Board should grant 
BNSF's request. 

Specifically these BNSF proposed additional conditions are built on the following key themes, 
which we endorse: 

• UP's service crisis affected BNSF's ability to provide viable competition, as expected by 
the STB (BNSF to replace SP competition to UP), at the new customers BNSF gained 
access to as a result of the UP/SP merger, i.e. Intemational Paper mills at Camden and 
Pine Bluff, AR. BNSF cannot provide vigorous competition in an environment of 
unpredictable and unreliable UP service. 

• The STB should ensure that the competitive problems induced by the UP service crisis 
do not recur, by making cleariy targeted structural changes in the UP/SP merger 
conditions. 

• BNSF cannot provide a competitive replacement for SP post-merger if BNSF is unable 
to use, at a minimum, the same routes used by SP to reach "2-to-l customers and 
markets. 

• Operating probler . j . as occurred with UP along the Gulf Coast and unanticipated at the 
time the UP/SP merger was approved, are amenable to operating solutions. 

• Operating solutions can provide near-term service relief without waiting for long-term 
infrastructure investments to come on line. 

• BNSF's prooosed structural realignments would shift traffic away from Houston and to 
less congested routes, freeing up Houston-area rail infrastructure to handle Houston 
originating and terminating business. 

• Expanded neutral switching and dispatching would improve competitive service and 
reduce the potential for UP favoritism of its traffic versus BNSF's or TexMex' traffic 
moving over trackage rights or in haulage and reciprocal switch seivice. 

• New overhead trackage rights via UP between San Antonio and Laredo would ensure 
meaningful competition for shippers at the Laredo gateway. 

• BNSF is not here requesting access to an/ additional customers. 

We believe that these requests are complimentary to and supportive of the goals of the 
Consensus Parties and will produce tangible benefits for Houston shippers and al' shippers. 
Intemational Paper included, located on lines affected by the 1997-1998 UP service crisis by: 
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1. Expanding rail capacity and investment by all the existing rail carriers. 

2. Providing neutral and fair dispatch of all rail traffic; 

3. Ensuring that all shippers can be served by the rail carriers currently operating in 
the area; and, 

4. Preserving competitiveness by ensuring that adequate rail service 
alternatives exist in the future. 

These four principles are central to our concerns, have been conscientiously advocated and 
consistently supported by the International Paper Company in proceedings before this Board 
and its predecessor agency. The importance of alternative rail carriers, neutral switching and 
neutral dispatching cannot be overstated in today's rail markets. We urge you to bear them 
carefully in mind as this proceeding goes fooNard. 

Thank you again for your responsive action in initiating this proceeding and we will watch 
closely as it unfolds in the weeks ahead. 

I Charies E. McHugh, state under penalty of perjury that the foregoing is true and correct. 
Further, I certify that I am qualified to file this statement on behalf of the Intemational Paper 
Company, executed on November 14.' 1998. 

Charies E. McHugh 
Manager. U .S. Distribution Operations 

Williami. Hon I mnt A 
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Roswell 
1400 Holcomb Bridge Rd. 
Roswell, GA 30076-2199 

23-October-1998 
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The Honarable Vemon A. Williams, Secretary 
Surface Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423 

RE: Finance Docket No. 32760 
Houston/Gulf Oversight Proceeding 

My name is Justin R. Chan. I am a Logistics Coordinator with Kimberly-Clark Corporation, a 
major U.S. consumer products company with an administrative headquarters in Roswell, 
Georgia. 

Kimberly-Clark is filing this statement in support o'the Burlington Northem 
and Santa Fe Railway's ("BNSF") request in Finance Docket No. 32760, Houston/Gulf 
Oversight Proceeding, that the Surface Tranip rtatisn Board grant overhead trackage rights to 
enable the BNSF to join the directional operations over any Unjon Pacific Railway ("UP") line 
or lines where UP commences'dircctional operations and where BNSF has trackage rights over 
one, but not both, lines involved in the UP directional flows.As a significant user of BNSF's 
rail services, Kimberly-Clark oelieves that this request will benefit our company and ether 
shippers and will result in service improvements and needed operational flexibility. 

It is Kimberly-Clark'j understanding that under present operations, the BNSF has to run 
bidirectional operations in certain situations over UP trackage rights lines where UP has 
instituted directional operations such as over the Fort Worth to Dallas, TX line (via Arlington). 
In such instances, BNSF trains are delayed when running "against the current" of UFs 
directional operations until the line is cleared of UP trains. In addition to delaying BNSF 
traffic, UP traffic is potentially delayed while BNSF operates against the UP "current of 
traffic", consuming more ofthe line's capacity than would be utilized with directional 
operations. These delays to both BNSF and UP traffic adversely impact service to our company 
and other shippers. 

UPs accommodation of its own operational needs - and later decisions to cease directional 
running on its lines such as on the former SP Caldwell-Flatonia-Placedo line - causes 
disruption to BNSF's operations and inhibits BNSFs ability to provide consistent, predictable 
and reliable service to our company and other shippers. 

y-CI«rfc Corporation 
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Such significant changes in rail operations not only undermines the competitive rights BNSF 
was granted but understandably inhibits BNSF's incentive to make capital commitments to 
enhance service to shippers. 

In sum, Kimberly-Clark believes that the BNSFs request would help to alleviate 
the degradation in service and reduce congestion on the lines over which UP has instituted 
directional operations. Kimberly-Clark is in favor of this request because it would eliminate 
the potential for UP to favor its own traffic over that of BNSF moving on trackage rights lines. 

For all of these reasons, the Board should grant BNSFs request. It would benefit Kimberly-
Clark and other shippers and will resuh in service improvements for both UP and BNSF. 

R. Chan 
•iber Procurement & Logistics 

Kimfibers 
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From Forrest L Becht. 402 W Washington St . New Iberia, LA 70560 
Phone Office (318).^64-9625, Home: (225)272-9728. Fax. Office (318) 369-1487. Home (225) 272-9649 
e-mail. Office FbechtiSgwrr com. Home: flbtrain®earthlinK.net 

October 21. 1998 

Honorable Vernon A. Williams 
Secretary - Surface Transportation Board 
1925 K Street, N. W. 
Washington, D. C. 20423-0001 

Dear Secretary Willlartis: 

Please find attached a statement representing Louisiana & Delta 
Railroad's position on the latest STB oversight heari.ngs for the 
Union Pacific Railroad and the Houston/Gulf Coast. Our purpose in 
submitting a statement Is that Louisiana & Delta Railroad serves 
customers of both BNSF and UP - in fact, both railroads compete 
head-to-head for our customer's business. As a consequence, we are 
vitally Interested in service- issues â - far west as Houston and 
beyond that directly affect movement of our custom.er's shipments. 

Please feel free to contact me if the STB has any questions 
concerning our statement. Thank you. 

Forrest L. Becht 
President & General Manager 

Louisiana & Delta Raiiroad 402 W Washirgton Street, New Iberia. Louisiana 70560 (318) 364-9625 



VERIFIED STATEMENT 
CF 

LOUISIANA & DELTA RAILROAD, INC. 

I am the President & General Manager of the Louisiana & Delta 
Railroad, Inc. We are in the business of owning and operating 1 1 2 
miles of former Southern Pacific branch lines in south central 
Louisiana. We also operate via trackage rights on the BNSF/UP 
mainline from Raceland to Lake Charles. Louisiana. Louisiana & 
Delta handles 15.000 car loads of business a year and interchanges 
traffic with both Union Pacific and Burlington Northern Santa Fe. 

Louisiana & Delta is vitally interested in and concerned about 
service problems and issues that may adversely affect movement of 
our customer's shipments. We must have improvec fluidity and 
reduced congestion for all operations in the area. 

Since mid 1997 Louisiana & Delta has lost over 2,000 "arloads of 
business because of Union Pacific's inability to supply cars to load 
and because of customer dissatisfaction with Union Pacific's t rans i t 
time. Much of the lost business was the result of congestion in Lake 
Charles, Louisiana, and Beaumont/Houston, Texas. It is critical that 
these terminal areas be kept fluid. BNSF's plan, from our 
perspective, goes a long way,towards accomplishing that goal. 

We do not support any conditions which would result in the handoff 
of UP traffic to any other railroad where UP has the potential to 
invest to handle the traffic safely and efficiently. 

We urge the Surface Transportation Board to focus on mechanisms by 
which the physical handling of traffic can be improved. Operations 
in the Gulf Coast service area must be kept fluid for us to survive. 

1 declare under penalty of perjury that the foregoing is true and 
correct and that I am authorized to file this verified statement. 
Dated October 21. 1998. 

Forrest L. Becht 
President & General Manager 
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T h . Rice Company 
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Novembers, 1998 

Honorable Veraon A. Williams, 
Sccretiy, Surfttf e TransportatioQ Board 
1925 K Street NW 
Washijigtofi DC 20423-0001 

Dear Honorable Vetnon A. Williams: 

Tto iJwr is to support to th. propoŝ i bdDg » « * - ^ ^ ^ J ^ " ^ " ^ 
S « M a F ^ l n « d (BNSF) » mluc lh. ml congHtion m flx Gulf C o « m * 

We, Til. R i c Comp«y, b.H«. * « BNSF'. P"'' '"- 'S«SS'«'^'t^^^^ pTcSc"' 

in the Oulf Coast area for over a year. 

Please feel fire to contact us at Tel (916) 784-7745 if you have any questions. 
Sincerely, 

Vicki iManzoh 
C )̂en̂ ons Manager 

4 ibt .KrfwIf ,r« (M-Tlie Rier Con*"*.**"" 
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TROUTMAN SANDERS LLP .̂ $̂ 3̂ 5?̂ , 
A T T O R N E Y S A T L A W 

William A. MuHini 
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SUITE JOO tAST 

WASHINGTON 0 C 2000i -9>l4 
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October 16,1998 

HAND DELIVERV 
Honorable Vemon A. Williams 
Case Control Unit 
Attn: STB FD 32760 (Sub-Nos. 26-32) 
Surface Transportation Board 
Room 700 
1925 K Street, N.W. 
Washington, D.C. 20006 

OfTcj of the Secretary 

OCT 19 1998 
Part oJ 

Public Racord 

RE: Finance Docket No. 32760 (Sub-Nos. 26 - 32), 
Union Pacific Corp.. et ai - Control & Merger - Southem Pacific Rail Corp.. 

. et qL-Houston/Gulf Coast Oversight / a / / / c / , ' ^ ^ /• 

Dear Secretary Williams: 

Enclosed for filing in above captioned proceeding are an original and twenty-six copies 
ofthe Rebuttal Evidence And Argument In Support Of The Consensus Plan, Volumes 1 - 3 
("Consensus Rebuttal"), filed on behalf of The Chemical Manufacturers Association, The 
Society of Plastics Industry, Inc., The Raikoad Commission of Texas, The Texas Chemical 
Council, The Texas Mexican Railway, and The Kansas City Southem Railway Company 
(collectively, the "Consensus Parties"). Please note that Volume 3 enclosed herewith contains 
material designated by the parties as Highly Confidential, and is being submitted under seal 
pursuant to the protective order issued by the Board in this proceeding. Also, included with this 
filing are a set of 3.5-inch diskettes containing the text of the pleading in WordPerfect format and 
containing tables in Microsoft Excel format. 

Please date and time stamp one copy of the Consensus Rebuttal for retum to our offices. 

Sincerely, 

William A. Mullins 
Attomey for The Kansas City 
Southem Railway Company 

cc: Parties of Record 
Honorable Stephen J. Grossman 

FOR COMPLETE TEXT OF THIS FILING SEE FD-32760 SUB 26 FILING UI91655 
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MAYER, BROWN & PLATT 
2 0 0 0 P E N N S Y L V A N I A A V E N U E . N.W 

W A S H I N G T O N . D.C. 2 0 0 0 6 - 1 8 8 2 

ERIKA Z. JONES 
OlPECT Ol«L ( Z 0 2 ) 7 7 B - 0 6 4 2 

e)Onps@mayerbrown.com 

October 21,1998 

VIA HAND DELIVERY 

The Honorable Vemon A. Williams 
Secretary 
Surface Transportation Board 
Room 711 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

H U N rCLCPXOMC 

2 0 2 - 4 « 3 - 2 0 O O 

M A I N FAX 

2 0 2 - 8 6 1 - 0 4 7 3 

r 

Re: Finance Docket No. 32760 (Sub-No. 26. 30 and 32) 

Dear Secretary Williams: 

Please note the following errata in BNSF's Rebuttal Evidence and Argument in Support of 
Requests for Additional Remedial Conditions, tiled October 16, 1998, in the above-referenced 
proceed ir7g: 

Page 1. footnote 1: 

Insert the word "and" after the word "Branches" in line 3, place a period after the 
word "Houston" in line 3, and delete the remainder ofthe footnote thereafter. 

The corrected footnote 1 now reads: "BNSF has determined to withdraw from the Board's 
consideration at this time its requests for: (i) neutral switching supervision on the former SP Sabine 
and Chaison Branches; and (ii) PTRA operation ofthe UP Clinton Branch in Houston." 

A corrected page 1 is attached here: i for the convenience of the Board. 

Page 15. line 7: 

Change "to ensure" to "so". 

Page 32. line 4: 

Change "could" to "to". 

CHICAGO BERLIN CHARLOTTE CvLOGNE HOUSTON LONDON LOS ANGELES NEWYORK WA?^^INGTON 

INDEPENDENT MEXICO CITY COl-'RESPONDENT JAUREGUI. NAVARRETE. NADER Y ROJAS 

INDEPENDENT PARIS CORRESPONDENT; LAMBERT ARMEN'ADES & LEE 



MAYER, BROWN & PLATT 

October 21, 1998 
Page 2 

Tab 1. Verified Statement of Ernest L. Hord. page 7. line 13: 

Delete "this". 

Sincerely, 

Erika Z. Joires 

Attachment 

cc: All Parties of Record (with end.) 



BNSF-10 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 (Sub-Nos. 26. 30 and 32) 

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 GPxANDE WESTERN RAILROAD COMPANY 

[Houston/Gulf Coast Oversight] 

BNSF Rebuttal Evidence And Argument 
In Support Of Requests For Additional Remedial Conditions 

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

rebuttal evidence and argument in further support of its request that the Surface 

Transportation Board (the "Board") impose the additional remedial conditions proposed 

in its July 8, 1998 Application for Additional Remedial Conditions Regarding the 

Houston/Gulf Coast Area ("Application").-

^ BNSF has determined to withdrav*/ from the Board's consideration at this time its 
requests for: (i) neutral svyitching supervision on the former SP Sabine and Chaison 
Branches; and (ii) PTRA operation of the UP Clinton Branch in Houston. 
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October 16, 1998 

VIA HAND DELIVERY 

Office of the Secreta'y 
Surface Transportation Board 
Case Control Unit 
Attn: STB Finance Docket No. 32760 (Sub-No. 26) 
1925 K Street, N.W. 
Washington, DC 20423-0001 

Re; STB Finance Docket No. 32760 (Sub-Nos. 26. 30 and 32) 

Dear Secretary Williams: ^ ' ^ ' ^ ) /C-O ^ 

Enclosed for filing in the above-captioned proceeding are the original and twenty-five 
(25) copies of BNSF's Rebuttal Evidence And Argument In Support Of Requests For Additional 
Remedial Conditions (BNSF-10) in the above-referenced docket. Also enclosed is a 3.5-inch disk 
of the filing in WordPerfect 6.1 format. 

I would appreciate it if you would date-stamp the enclosed extra copy of this filing and 
retum it to the messenger for our files. 

Enclosures 

cc: All Parties of Record 

Sincerely, 

/cA\ 
Erika Z. Jones 

CHICAGO BERLIN CHARLOTTE COLOGNE HOUSTON LONDON LOS ANGELES NEW YORK WASHINGTON 

INDEPENDENT MEXICO CITY CORRESPONDENT JAUREGUI. NAVARRETE, NADER Y ROJAS 

INDEPENDENT PARIS CORRESPONDENT: LAMBERT ARMENIADES & LEE 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 (Sub-iWos. 26, 30 and 32) 

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

- CONTROL AND MERGER ~ 

SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 
TRANSPORTATION COMPAh'., ST. LOUIS SOUTHWESTERN RAILWAY 

COMPANY, SPCSL CORP. AND THE DENVER AND 
RIO GRANDE WESTERN RAILROAD COMPANY 

[Houston/Gulf Coast Oversight] 

BNSF Rebuttal Evidence And Argument 
In Support Of Requests For Additional Remedial Conditions 

Erika Z. Jones 
Adrian L. Steel. Jr. 
Kathryn A. Kusske 
Kelley O'Brien Campbell 

Mayer. Brown & Piatt 
2000 Pennsylvania Ave., NW 
Washington. DC 20006 
(202) 463-2000 

Jeffrey R. Moreland 
Richard E. Weicher 
Michael E. Roper 
Sidney L. Strickland, Jr. 

The Burlington Northern 
and Santa Fe Railway Company 
3017 Lou Menk Drive 
P O. Box 961039 
Ft Worth, Texas 76161-0039 
(617) 352-2353 

and 

1700 East Golf Road 
Schaumburg, Illinois 60173 
(847) 995-6887 

Attorneys for The Burlington Northem and Santa Fe Railway Company 

October 16. 1998 



BNSF-10 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 (Sub-Nos. 26, 30 and 32) 

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 

[Houston/Gulf Coast Oversight] 

BNSF Rebuttal Evidenc*; And Argument 
In Support Of Requests For Additionai Remedial Conditions 

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

rebuttal evidence and argument in further support of its request that the Surface 

Transportation Board (the "Board") impose the additional remedial conditions proposed 

in its July 8, 1998 Application for Additional Remedial Conditions Regarding the 

Houston/Gulf Coast Area ("Application").-

- BNSF has detennined to withdraw from the Board's consideration at this time its 
requests for: (i) neutral switching supervision on the former SP Sabine and Chaison 
Branches; (ii) PTRA operation of the UP Clinton Branch in Houston; and (iii) overhead 
trackage rights between San Antonio and Laredo. 



INTRODUCTION 

Just a year ago this month, the Houston/Gulf Coast area was in the midst of what 

UP itself has characterized as a "harrowing sen/ice crisis". UP's Opposition to Condition 

Applications ("UP Opposition ") at 1. Responding to the numerous problems caused by 

UP's inability to provide timely or reliable service, and in some cases eny service at all, 

to shippers and other railroads in the area, the Board instituted an emergency service 

order proceeding to provide all parties with an opportunity to be heard on whether the 

Board should enter a service order and, if so, how such an order should be structured. 

Although the Boa;d acted promptly to address tiie service crisis, shippers and railroads 

incurred tremendous costs and expense in dealing with the crisis. The shipping public 

was harmed when it was unable to obtain essential rail transportation services, and rail 

carriers also suffered as they struggled with congestion, the inability to provide service 

to shippers, and related equipment and operating problems. 

Now that the Service Order has expired and the service crisis appears to have 

abated, at least temporarily, UP argues in its own self-interest that no further action 

should be taken by the Board. However, real-life rail service problems show that limited 

modifications to certain of the existing UP/SP merger conditions are necessary to enable 

BNSF to provide long-term competitive, reliable service in the Houston/Guif Coast area. 

bOv to customers to which BNSF gained access as a result of the UP/SP merger, and 

to customers on BNSF's system. Furthermore, the Board should take whatever action 

is necessary now to diminish the chance of a future service crisis in the Houston/Gulf 

Coast area. 

-2 



Theiefore, BNSF sub.nits that the Board should act to adopt the modest 

operational modifications BNSF has proposed to ensure, to the extent possible, that 

BNSF can provide an effective competitive alternative for "2-to-1" shippers under 

"normal' operating conditions, as well as if UP's service problems recur. Such action 

would better implement the competitive structure of Decision No. 44 and help minimize 

the risk that shippers and other carriers will be forced to again endure the significant 

hardship and economic losses they experienced over the last year because of UP's 

admitted inability to provide viable sen/ice. 

With respect to BNSF's proposal for overhead trackage rights on UP's line from 

San Antonio to Laredo, BNSF notes that this request was compelled by unanticipated 

service and related problems along the Algoa route, unanticipated changes in the 

development of the Mexican rail market, and Tex Mex's unwillingness or inability in the 

absence of KCS approval to negotiate competitive long-term service arrangements with 

BNSF for Mexican traffic. 

Consistent with the intent of Decision No. M, none of the proposed modifications 

would provide BNSF with any additional customer access. 

BACKGROUND 

BNSF and UP negotiated a settlement agreement which, as supplemented by the 

CMA Agreemont and modified by the Board in Decision No. 44 (the "Settlement 

Agreement"), was designed to preserve competitive service fcr "2-to-l" and other 

shippers who othenA/ise would have lost two carrier sen îce as a result of the merger of 

UP and SP. The Settlement Agreement provided BNSF with a variety of trackage. 

- 3 -



haulage and other rights which, based on the reasonable expectations held by BNSF at 

the time, were expected to enable BNSF to be an effective replacement competitor to 

UP for the business of such shippers. 

The Board expected BNSF to challenge UP with a fully competitive service along 

the trackage rights lines and at "2-to-l" points. Among the "public benefits" cited by the 

Board as it approved the conditioned UP/SP merger was the fact that "[s]hippers now 

served by SP, whose service is threatened by that carrier's decline, will now be assured 

of quality service by UP/SP or BNSF." Decision No. 44 at 108 (emphasis added). 

However, no one anticipated the service crisis which UP would face as it merged 

its operations with those of SP. UP's implementation of the Operating Plan filed with the 

merger application as well as operating changes implemented in a "crisis setting" during 

the service meltdown caused UP to implement structural changes to the Houston/Gulf 

Coast area operating plan. Nor did anyone anticipate the massive structural changes 

UP would make in its combined operations in an effort to resolve the congestion and 

service problems at Houstcn and along the Gulf Coast, including the adoption of what 

UP has charactenzed as perhaps "the most extensive change in rail operations in 

American rail history" - directional mnning over many key f outes. including those shared 

by BNSF as a result of the Settlement Agreement. UP Opposition at 72. In addition, no 

one anticipated the extent to which UP would need to adopt short-term fixes to service 

problems, pursue permanent solutions to those problems, and revise its entire service 

and operations structure. 
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Against this background, described by UP itself as the successor to the "World 

War III" crisis faced by SP in the 1980's (UP Opposition at 63 et sti . ) . it should not 

come as a surprise that some of the service rights negotiated between BNSF and UP 

have not provided and will not provide, shippers the fully competitive options 

contemplated by the parties at the time of the Settlement Agreement on a long-term 

basis. Indeed, given the complexity of rail operations in Houston and south Texas, it 

would have been surprising had the parties agreed upon a package which required no 

fine-tuning, even absent UP's service crisis. In fact, the Board retained oversight rights 

precisely in order to police the continuing utility of the conditions imposed by Decision 

No. 44. See Decis'̂ ^n No. 44 at 146 

Of course, the service crisis did take place. UP's service problems and its 

responses directly impacted the efficacy of BNSF's nghts, although this impact was 

obscured by the temporary operating rights granted BNSF and by the migration to BNSF 

of traffic which UP simply could not serve during the crisis. Reviewing post-merger 

operations, BNSF has identified structural deficiencies in some ofthe rights it currently 

holds on the Gulf Coast. Furthermore, some of UP's proposed long-term solutions to its 

service problems would, absent corrective reli'3f, subject BNSF to significant and 

unanticipated operational problems in the future. Given the understandable incentive of 

a beleaguered incumbent UP to adopt strategies and solutions which solve its problems, 

even at the expense of its tenant competitor, the operational relief sought by BNSF is 

modest in nature and surgical in scope. 
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In deciding what new conditions are appropriate to adopt, the Board should look 

beyond the recently resolved crisis, including transient shifts in traffic distribution which 

were caused by the sen/ice crisis and which may not be sustainable. U^ should not be 

penalized for the crisis by having to accept massive changes which, in essence, create 

an "open access" structure in Houston and south Texas. At the same time, however, the 

short-term gains of traffic to BNSF and Tex Mex ~ influenced strongly by the temporary 

r ghts granted in the Emergency Sen/ice Order, UP's release of shippers fmm their 

contracts, and the migration of shippers from a UP which simply could not provide 

service - cannot be viewed as evidence of long-tenn competition and should not be 

used to justify the denial of modest changes in BNSF's existing operating rights which 

are necessary to enable BNSF to provide long-term, reliable service to shippers. 

These modifications should be imposed to enable BNSF to be an effective 

replacement for a competitive sen/ice option othenvise lost as a result of the UP/SP 

merger. BNSF and its shippers should not be locked into an operational "twilight zone" 

of trackage rights and customer ac,:ess which, while forecast to be adequate and 

effective when they were negotiated in 1995 and 1996, have failed to keep pace with the 

unforeseen and significant changes in UP's operations as SP routes, customers, and 

flows have been merged into those of UP. Left unaddressed. BNSF's current trackage 

rights and customer access will diminish the value of BNSF's competition to these "2-to-

1" and other shippers, adversely impact BNSF's operations for all its shippers in this 

area, and contribute to congestion, not fluidity, at "2-to-l" points and along trackage 

rights lines. 
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SUMMARY OF ARGUMENT AND EVIDENCE 

The first question to be addressed in this oversight prr>ceeding is the standard that 

should apply to ths various requests for additional remedial conditions. UP has 

proposed a standard which effectively would prevent the Board from making any 

modifications to the conditions adopted in Decision No. 44 regardless of any identified 

deficiencies in those conditions or the impact of the service crisis, or UP's responses 

thereto on the ability of BNSF to provide competitive sen/ice for "2-to-l" and other 

shippers. In contrast to UP's self-serving formulation, BNSF believes that there are two 

categories of requests pending before the Board and that a different standard should 

apply to each category. 

First, some parties, such as the Consensus Parties, request completely Qfijflc 

competitive access, essentially giving many more Houston area shippers additional rail 

access beyond what they had pre-merger. In those cases, BNSF believes that the 

proper standard is the Board's traditional analysis. New competitive access should be 

granted only if it has been shown that (i) the UP/SP merger has actually resulted in a 

loss of pre-merger competitive options for shippers; (ii) the conditions imposed on the 

merger in the original decision have not effectively addressed the loss of pre-merger 

competitive options for identified shippers; and (iii) the proposed new conditions are 

narrowly tailored to address the identified competitive problem. In this respect. BNSF 

agrees with UP that general arguments about open access" do not belong in an 



oversight proceeding.- See Verified Statement of Joseph P. Kalt ("V S. Kalt") (Tab 3 

hereto) at 6; Comments of the United States Department of Transportation ("DOT 

Comments") at 3 n. 1. 

Second, in contrapt, BNSF has requested conditions that would leave the basic 

competitive access structure unchanged from Decision No. 4 ,̂ but which would modify 

a few specific limited operational rights in light of the lessons learned since 

implementation of the UP/SP merger and unanticipated changes made by UP. §gg V.S. 

Kalt at 6-7, 9-14; DOT Comments at 2 ("]J]he Department supports proposals that 

enhance the general efficiency of rail transportation if such proposals do not alter the 

relative competitive positions of the various railroads." These modifications would: 

• not provide BNSF with additional access; 

• preserve certain of the temporary operating rights which BNSF has 
used to date in order to provide service that is competitive with UP's 
service and which have proven beneficial to both carriers; 

• limit the impact on BNSF's services of future changes in UP's 
operations; 

• respond to specified changes in UP's operating practices that have 
han.pered BNSF's ability to provide consistent, reliable competitive 
service in place of the pre-merger SP; 

- Both CSX Corporation and Norfolk Southem Corporation/Norfolk Southern Railway 
Company filed comments on the appropriate scope of Board action in merger oversight 
proceedings. Comments of Norfolk Southem Corporation and Norfolk Southern Railway 
Company on Request for Remedial Conditions, Comments of CSX Corporation on 
Requests for Remedial Conditions. BNSF's request is consistent with these views 
because BNSF is not seeking new conditions to create new competition; it is only 
seeking adjustments to the existing conditions to maintain the level of competition 
intended by the Board when it imposed the original conditions. 
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• provide BNSF with the planning certainty necessary for it to enter 
into long-term contracts with shipoers and to make the long-term 
investments necessary to sen/e those shippers; and 

• by adjusting BNSF's service rights to reflect UP's operations, 
forestall the need for the Board to micro-manage the steps which 
UP takes, today or in the future, to resolve service problems or to 
improve its services. 

As Professor Kalt explains, the remedial conditions sought by BNSF which he 

reviewed should be imposed because such conditions are reasonably necessary to 

respond to: (i) operating circumstances unanticipated at the time of Decision No. 44; (ii) 

identified deficiencies in the rights obtained by BNSF; (iii) long-term incentives for UP to 

adopt operating policies which benefit it and, whether intentionally or not, harm BNSF's 

operations; and (iv) the dependence of BNSF's competitive position on UP's changing 

and evolving operating decisions and practices.- Sgg V.S. Kalt at 9-14. These 

conditions also would reduce the potential for service problems to recur in Houston and 

south Texas. 

With respect to the proposal for overhead trackage rights to Laredo, BNSF's 

request should be imposed because it is reasonably necessary to respond to 

unanticipated -̂ ervice and related problems along the Algoa route, unanticipated 

developments in the structure of the Mexican rail market, and the unwillingness or 

- Thus, contrary to UP's assertion, BNSF does not contend that its proposed 
conditions should be implemented simply because they would increase BNSF's 
competitiveness. What BNSF contends is that if. as it has shown, modifications to its 
existing conditions are necessary to enable it to effectively implement those conditions, 
the Board should act. The fact that UP's sen/ice problems may affect UP's ability to 
compete should not preclude the Board from acting to ensure that BNSF can effectively 
use its rights because the conditions were imposed to protect shippers and not to protect 
UP's ability to compete. 
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inability of Tex Mex, apparently due to KCS, to negotiate competitive long-term service 

arrangements with BNSF for Mexican traffic, 

Accordingly, the Board should approve the operating refinements requested by 

BNSF because, as BNSF has shown, they are necessary and appropriate to preserve 

the intent of the original conditions approved by the Board. In addition, BNSF's 

operating refinements are in the public interest and are supported by various parties 

which have a vital stake in preventing the recurrence of a rail service crisis. Indeed, 

numerous shippers, shortlines and other entities have filed statements in this proceeding 

demonstrating their support of BNSF's requests.- Importantly, DOT concurs that 

proposed modifications should be adopted "if they would better enable competing 

railroads to offer the level of competition p -ovided before the merger." DOT Comments 

at 2. 

UP has opposed BNSF's remed. 'I conditions on several grounds. First, UP 

argues that BNSF is seeking "open access" to closed shippers. That argument is simply 

wrong as a matter of fact. BNSF has been appropriately responsive to rail shippers 

seeking relief from recent UP service failures as well as in clarifying merger conditions.-

- For the convenience of the Board, copies of statements in support of BNSF's 
requests (including those wh'̂ n were included in BNSF's Application) are provided at 
Tab 4. 

To the extent that shippers and shortlines such as Dow Chemical Company. 
Fonnosa Plastics Corporation. USA and The Arkansas, Louisiana & Mississippi Railroad 
Company have themselves sought access to BNSF because of UP's inability to provide 
them with service, BNSF has simply described i.o ability to serve them should the Board 
grant the shippers' requests. 
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Second. UP 3rgues that, because BNSF has gained mari<et share in some areas 

since the merger, BNSF cannot make any showing that it needs additional relief to 

maintain its competitive position. This argument also fails. Initially, it is not possible to 

determine how much of BNSF's gains are attributable to UP's service crisis, including 

traffic BNSF attracted because UP could not serve the traffic .: because of the 

temporary service rights granted BNSF during the sen/ice crisis.- DOT Comments at 

3 For example, as the service crisis worsened in 1997. UP voluntarily stopped serving 

some businesses ard rail corridors and voluntarily released customers to BNSF and 

others from contract obligations committing volumes to UP. In a'-̂ iition, much of the 

traffic gained by BNSF, Tex Mex and others was obtained using rights granted by the 

Board pursuant to the Emergency Service Order or by UP in response to the emergency. 

Indeed, UP's comments about market share, particularly those involving the last 12-18 

months, consistently ignore the negative and quite possibly temporary impact of the 

service meltdown on UP's market share. Now that the temporary rights have expired, 

UP will likely recapture and increase its market share, and it will have the incentive to 

adopt operational procedures which both enhance its competitive position and adversely 

impact BNSF's position. 

^ DOT makes this very point in its September 18, 1998 comments, expressing 
concern that the Board not mistake as evidence of competition the increased traffic 
levels on BNSF and Tex Mex which "may well have been influenced by the terms of the 
Board's Emergency Sen/ice Order 1518 * * *" or by UP service reaching "a point where 
shippers that were able to switch traffic from UP probably did so." DOT Comments at 
5-6. 
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Third, UP argues that BNSF's "proposals are largely requests for better routes 

than what BNSF negotiated in the Settlement Agreement and swore during the merger 

case was fully sufficient to preserve pre-merger competition." UP Opposition at 80. 

Again, this argument is incorrect. BNSF ftjily believed at the time that it entered into the 

Settlement Agreement that the rights it negotiated would be adequate to provide the 

intended lovel of service and expected competition following the merger, based on 

BNSF's understanding of UP's operating plans for the combined properties. However, 

given the scope of the UP/SP merger, it should not have been surprising if unforeseen 

developments offset some of the competitive results intended by Decision No. 44. Sgg 

V S Kalt at 6. The prospect of such developments is, of course, heightened by the 

tenant nature of many of BNSF's rights. DOT Comments at 5. Of course, subsequent 

events have proven that many good faith expectations about the operations of the post-

merger UP were incorrect, including UP's sworn statements and extensive testimony 

about its ability to run the merged railroads and the operating plans it submitted at the 

time of the merger filing. 

Indeed, as UP changes its operations along trackage rights lines BNSF secured 

as a result of the merger, it is essential that these changes not have a discriminatory or 

adverse impact on the quality of service that BNSF. as a tenant, can provide as a 

competitor to the incumbent UP. Sgg V.S Kalt at 7; DOT Cc.nments at 8. BNSF should 

not be forced to negotiate again for what it already negotiated: adequate trackage rights 

to provide an effective level of post-merger competition to customers who wouid have 

othenA/ise lost access to competition at "2-to-r and other points. The Board should 
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ensure that the rights that BNSF received in fact enable BNSF to provide such 

competition on a continuing basis, and the fact that BNSF may have been able to 

negotiate a better or different deal in 1995 is irrelevant to the issue of whether BNSF is 

today able to effectively replace the competition provided by SP pre-merger. The need 

for continuing Board scrutiny is heightened when the original remedial conditions rely on 

the merged company to accept a tenant as a competitor. Whether the merged company 

intends to discriminate or not, there is the possibility that it will act in its own interest 

without regard to adverse and direct impacts on the quality of service provided by its 

tenant competitor. If that happens, as it has here, the Board should act. ggg V.S. Kalt 

at 7-12; DOT Comments at 8. 

Fourth, UP argues that BNSF has failed to demonstrate that its requested 

remedial conditions are necessary to preserve the pre-merger level of competition, but 

instead is seeking only to add to pre-merger competition. Once again, UP is rebutting 

an argument BNSF did not make. BNSF is not seeking access to a single new shipper; 

it is only seeking to modify its operating rights to respond to UP's operating practices 

and to limit the ability of UP's operational decisions to negatively impact the ability of 

BNSF to provide competitive service to its existing shippers. In several instances, the 

additional permanent trackage rights BNSF is requesting are over the identical routes 

used by SP to provide competition to UP before the merger. Furthennore, as 

documented in BNSF's October 1. 1998 Quarterly Progress Report (BNSF-PR-9 at 17-19 

and Attachments 13 to 24). BNSF continues to have difficulty in providing competitive 
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service to customers along trackage rights lines and at "2-to-1" points where UP provides 

haulage and reciprocal switch services to originate or terminate BNSF traffic. 

Fifth, UP argues that imposition ofthe remedial conditions would subject UP to 

financial risk and undermine UP's efforts to recover from the service crisis. UP's only 

specific claim of potential financial harm arises from BNSF's request for overhead 

trackage rights via UP behveen San Antonio and Laredo; it does not attribute any 

financial harm to BNSFs other requested conditions. More fundamentally, UP's 

argument appears to be premised on the mistaken theory that it is entitled to some 

minimum share of Houston-area traffic and some guaranteed revenue level. N̂hile 

conditions proposed by other parties might significantly increase UP's risks by creating 

a system of open access, BNSF's requested conditions would only enable BNSF to 

compete on the same basis that SP competed pre-merger for the business of "2-to-1" 

and other shippers who otherwise would have been adversely impacted by the UP/SP 

merger. In any event, the Board is not obligated to make UP whole for the losses it 

incurred as a result of the service crisis, and it is not obligated to guarantee UP a 

constant or minimum share of the business of the shippers protected by Decision No. 

44 See V S. Kalt at 11. The goal of Decision No. 44 was to preserve the competitive 

options of shippers, and BNSF's proposals would do that, but no more. 

Finally, despite UP's claims, the standard for review proposed by BNSF is 

consistent with the Board's views, expressed in its dec'sion to retain oversight authority 

for five years after the merger. §gg Decisk)n No. 44 at 146 (oversight condition imposed 

"to examine whather the conditions . . . imposed have effectively addressed the 
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competitive issues they were intended to address") êmphasis added) §ee also Finance 

Docket No. 32760 (Sub-No. 21), Decision No. 1 'oan/ed May 7. 1997) at 6 ("The 

oversight effort is intended to allow us to detfcir. ine v/hether any problems have 

developed, with respect to implementation of the mergtr conditions addressing 

competitive harms, that require us to take further action."). Economic theory also 

requires that the Board respond to operational decisions by UP to ensure that the 

remedial conditions evolve to ensure that the intended competition opportunities for 

shippers are maintained. See V S. Kalt at 6-8. Under UP's view of the scope of Board 

review, the Board would apparently review only the "narrow" question of whetner there 

is "any link between merger-caused mari<et power and [the] now-ended [service] crisis" 

regardless of the level or quality of sen/ice available. UP Opposition at 11. The Board 

would not have the ability to determine whether UP's changing operating practices or 

business strategies limit the ability of other railroads to provide competitive service. 

Rather, pragmatic fine-tuning of service rights to maintain competition is precisely the 

role tne Board should play. 

In short, the additional remedial conditions requested by BNSF are narrowly and 

appropriately designed: (i) to preserve the competitive balance approved by the Board 

in Decision No. 44; (ii) to respond to actual operating problems which have been 

identified since the UP/SP merger; (iii) to insulate BNSF from fijture UP operating 

decisions which couW diminish BNSF's ability to pirovide competitive service; and (iv) to 

reduce the impact on BNSF and shippers of any fijture service crisis. Adoption of these 

conditions will e.iable BNSF to plan for long-term contracts with shippers and make the 
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capital and operational investments which will enable it to function, as all parties 

intended, as a long-term competitive altemati'/e to the n;'?rged UP/SP. Adoption of these 

conditions is, therefore, fully consistent with and, indeed, required by Decision No. 44. 

REBUTTAL ARGUMENT AND EVIDENCE 

A. Permanent bidirectional trackage rights on UP's Caldwell-
Flatonia-San Anton o and Caldwell-Flatonia-Placedo lines. 

1. Caldwell-Flatonia-San Antonio 

As a condition of the UP/SP merger, BNSF gained pennanent trackage rights over 

the UP Temple-Smithville-San Antonio line in order to allow BNSF to offer shippers 

competitive service in the San Antonio market and for shipments via Eagle Pass to and 

from Mexico.- However, congestion on that line has prevented BNSF from being able 

to provide that service over that route. 

Accordingly, to reduce the impact ofthe congestion, UP granted BNSF temporary 

trackage rights (UP has termed the rights "haulage", but BNSF power and crews are 

used) over the former SP Caldwell-Flatonia-San Antonio route in July, 1997. UP states, 

ho vever, that it will continue to allow BNSF to operate over the frrmer SP line behveen 

Caldwell-Flatonia-San Antonio only "as long as [UP] believes that this is mutually 

desirable in light of capacity and operations on the track network in Central Texas." UP 

Opposition at 104, The agreement between BNSF and UP allows for cancellation by 

- As described in BNSF's Application, these trackage rights, establishing a shorter 
route for BNSF between Temple and San Antonio, were negotiated by BNSF and UP 
to replace haulage rights BNSF received from SP from Caldwell to Flatonia to San 
Antonio to serve Eagle Pass. TX. as part of BNSF's settlement with SP that preceded 
the BN/Santa Fe merger, ggg Application. Verified Statement of Ernest L. Hord ("V S. 
Hord" a t4 n.1). 
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either party on fifteen days' prior written notice to the other. UP notes that it is 

"beginning to convert [its] Central Texas lines to directional running, which will increase 

southbound traffic on the Flatonia route and reduce traffic via the San Marcos route." 

UP s Opposition, Verified Statement of Howard Handley, Jr. ("V S. Handley") at 45. UP 

also states that it will operate the Austin Subdivision between San Marcos and San 

Antonio bidirectionally for rock traffic and UP's "important manifest trains to and from 

Laredo. " V S. Handley at 46. Of course, as with many UP pronouncements in the pre-

and post-merger period, these plans could be canceled, changed or modified before or 

after implementation by UP, with BNSF's competitive sen/ice left to operate over its 

assigned route as best it can. 

To minimize the impact of these unforeseen changes, BNSF has requested the 

Board to grant BNSF permanent bidirectional overhead trackage rights on UP's Caldwell-

Flatonia-San Antonio line, with the option of operating over either that line or the 

Temple-Smithville-San Antonio line as conditions require. The logical route for BNSF 

to use is the shorter route through Smithville and San Marcos; however, that route has 

not been available to BNSF for over a year, putting BNSF on a longer but less 

congested route via Flatonia to San Antonio and Eagle Pass. 

UP opposes BNSF's request by arguing that BNSF can compete using its exlsi..ig 

rights and that BNSF's concerns about congestion are unfounded since UP is making 

significant infrastructure improvements to the San Antonio-San Marcos line which should 

enable BNSF to return to its original trackage rights. However, as explained in Mr. 

Herd's Verified Statement, although UP's proposed Infrastructure improvements will 
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facilitate operations south of San Marcos and into San Antonio, they will not improve 

operations north of San Marcos. The area north of San Marcos, from Temple to 

Smithville, 's where BNSF has experienced and is likely to continue to experience the 

most significant congestion and delay. V S. Hord at 3. Nothing contemplated by UP's 

improvements (such as the proposed construction of a single siding at Rosanky behween 

Smithville and San Marcos) will reduce this congestion sufficiently to allow BNSF to 

operate on a consistent, reliable and competitive basis. 1̂  

UP further argues that BNSF's continued bidirectional operation on the Caldwell 

to Flatonia route could intertere with UP's planned directional operations in Central 

Texas. This concern could, however, be resolved by BNSF joining in this directional 

flow, to the benefit of BNSF and its customers and, through better flows and less 

bidirectional traffic on other routes, of UP and its customers. V.S Hord at 4. 

Alternatively, in as much as the 60 mile route between Caldwell and Flatonia has six 

passing sidings providing existing capacity for meeting and passing trains, it is difficult 

to understand why stmctured and disciolined bidirectional operations could not continue. 

Indeed, as referred to above, UP itself contemplates continued bidirectional operations 

of some rock traffic and manifest trains. 

All that BNSF is requesting is a measure of operational flexibility to limit the 

impact on BNSF's services of future changes in UP's operations and to respond to 

certain UP operating practices that have hampered BNSF's ability to provide consistent, 

reliable competitive service in place of the pre-merger SP. Therefore, BNSF seeks 

permanent bidirectional overhead trackage rights on the Flatonia route with the option 
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to use either it or the Smithville route, as conditions require. BNSF's request would 

simply permit it to operate over the same Caldwell-Flatonia-San Antonio routing used by 

SP pre-merger The request would also free BNSF ft-om being forced to "negotiate" with 

UP to return to the Flatonia route if congestion and delay recurred on the Smithville route 

for any reason Absent adoption of this condition, pre-merger service competition will 

not be preserved because BNSF will not be able to turn to an alternative to avoid 

'congestion which adversely impacts its ability to provide quality, reliable service to 

shippers Several shippers support this request and their verified statements are 

provided for the Board's convenience at Tab 4.-

BNSF's actual experience in Central Texas since the UP/SP merger shows that 

UP's unforeseen and constantly changing operations are a threat to BNSF's ability to 

restore the pre-merger competitive options to these markets and shippers on a long-term 

basis. These inciude changes in operational matters such as the unilateral adoption of 

directional running and organizational structure (three Executive VP's of Operations in 

the last year as well as the recent decentralization of operations). Not only were such 

operations not contemplated by BNSF when it negotiated its rights in tha Settlement 

Agreement, but the Board was also not aware of any such UP plans when it issued 

Decision No. 44. Absent imposition of BNSF's request in this proceeding, BNSF would 

- In addition to the evidence of shipper support BNSF provided the Board in its July 
8, 1998 filing, the following shippers have added their support for this request: Abinsa 
Acero, Algondonera Comercial Mexicana, S.A. de C.V., Barton Beers, Ltd., Boll Paper 
Box, Inc., Browns"ille & Rio Grande International Railroad ("BRGI"), Esso Mexico S.A. 
de CV. (Exxon), Grupo Mabe, Hylsa. Kimberly-Clark de Mexico S.A. de C.V.. 
OmniSource Corporation. Penford Products, Pinsa. Sysco. Volkswagen de Mexico S.A. 
de C V and Westway Trading Corporation. 
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be left with permanent "bidirectional" trackage rights over UP's newly-ann'̂ -jnced and 

implemented "directional" routes in Central Texas. 

2. Caldwell-Flatonia-Placedo 

As a conditioi of the UP/SP merger, BNSF was granted the right to serve south 

Texas, including Corpus Christi, Brownsville, and a connection with Tex Mex at 

Robstown, using its own line to Algoa and permanent trackage rights or haulage over 

UPs Brownsville Subdivision, Because UP instituted directional running between 

Houston, Flatonia and Placedo in November, 1997 in order to reduce congestion on the 

UP Brownsville Subdivision, UP granted BNSF tempoiary trackage rights over the former 

SP Caldwell-Flatonia-Placedo line. UP states, however, that it will permit BNSF to use 

the Caldwell-Flatonia-Placedo rights only for so long as UP employs directional running 

between Houston and Placedo. UP Opposition at 107. UP indicates that it intends in 

the future to discontinue such directional running operation to permit it to run northbound 

trains directly from Placedo toward Fort Worth and Little Rock, bypassing Houston and 

operate bidirectionally over its shorter Houston-Placedo route through Algoa. Ibid. 

BNSF's request is for permanent bidirectional overhead trackage rights on the 

Caldwell-Flatonia-Placedo line, whether used by UP bidirectionally or not. For example, 

under UP's proposed operating plan for this line. BNSF's trains could join UP's 

northbound fiows by operating Placedo-Flatonia-Caldwell to Temple along with UP's 

trains. However, BNSF notes, even in the current "southbound only" directional flow 

operating on this route. UP is running its unit coal trains serving the Central Power & 

Light power plant at Coleto Creek. TX bidirectionally between Victoria and Caldwell. 
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UP opposes BNSF's request, arguing once again that the Board should not reform 

the parties Settlement Agreement. However, BNSF (and UP for that matter) fully 

believed at the time that they entered into the Settlement Agreement that the negotiated 

rig>it«i for BNSF s access to south Texas would be adequate. Here, BNSF's request 

would simply permit BNSF to operate over the same routing as did SP pre-merger - the 

pre-merger SP routed its traffic to south Texas via this route, thereby bypassing the 

Houston area.- Therefore, the requested rights would not, az UP suggests, improve 

BNSF's competitive position as the successor to SP. 

The evidence is clear that BNSF's ability to be as an effective competitor as SP 

has become unreasonably dependent upon UP's future operating decisions. UP's 

- UP repeatedly argues in its Opposition that BNSF's use of the alternative route 
between Placedo and Caldwell through Flatonia would not have a beneficial impact on 
Houston traffic and congestion. However, UP's traffic to Houston flowing northbound on 
the UP route to Algoa moves in most instances into the Houston •erminal. If, as has 
often been the case, the terminal is congested, UP trains will back up on the Algoa 
route If BNSF trains are also operating over the line, they will be negatively impacted 
when the line's capacity is consumed by staged UP trains. Because the adversely 
impacted BNSF trains would be headed to Temple, TX. and not to Houston, it makes 
iittie sense for those trains either to be affected by Houston-area congestion or to 
consume capacity on this line, which includes "the primary chokepoint on the Brownsville 
Subdivision . . at Angleton. TX . . ." UP "Report on Houstcn And Gulf Area 
Infrastructure," May 1, 1998 at 38. 

Indeed. UP's Dennis Duffy appears to agree with BNSF's analysis concerning the 
benefits of rerouting traffic around Houston via the Flatonia line. In a chart on page 23 
of his Verified Statement. Mr. Duffy states that BNSF's request "would reduce traffic on 
Algoa line." He further argues that BNSF should not be granted long-term trackage 
rights via the Placedo-Flatonia-Caldwell because "those rights would limit [SP'sj ability 
to reroute traffic from the Rio Grande Valley toward the MidwiBSt, which now runs through 
Houston, to the bypass route through Flatonia." Iji BNSF could join UP's proposed 
northbound directional fiow, if necessary, to ensure that UP's operations are not 
adversely impacted and that no traffic, whether UP's or BNSF's, is unnecessarily routed 
through Houston. 

-21 -



unilateral and unanticipated institution of temporary directional flow between Houston, 

Flatonia and Placedo has limited and continues to limit the ability of BNSF to plan for the 

future, because it is "temporary".- For ex ^ole, UP's unilateral actions affect BNSF's 

ability to efficiently plan schedules and operate over the trackage rights as part of 

through routes over ts system, disrupting BNSF's use of crew, facilities, and equipment 

and hammering its ability to make rate and service commitments to shippers. V S. Hord 

at 7-8 It IS undisputed that pre-merger SP was not subject to these same uncertainties 

in conducting its operations independent of UP and in providing service to shippers. 

In addition, as demonstrated here, UP's ability to decide if and when it will cease 

those operations also hampers BNSF's planning and inhibits its incentive to make capital 

commitments to enhance service to shippers and to enter into long-term arrangements 

with shippers.- It also impacts how BNSF provides sen/ice to customers at "2-to-l" 

points Specifically, BNSF must establish service patterns to provide inbound and 

outbound services to such customers at the "2-to-l" locations without interfering with UP. 

- UP's original operating plan contemplated limited directional operations. V S. 
Hord at 15-16. However, post-merger, UP has unilaterally decided to institute directional 
operations in South Texas on the Flatonia-Placedo-Algoa routes, the UP and SP 
Baytown Branches, the UP and SP routes between Houston and Beaumont and, 
ultimately when track work is completed, the routes between Houston, lowa Junction and 
Kinder, LA. 

- In addition to those shipper support letters BNSF provided the Board in its July 
8, 1998 filing, the following shippers have added their support for this request: Abinsa 
Acero, Alex Trading Inc., ASARCO Inc., Barton Beers, Ltd., BRGI, Commercial Metals, 
Es Mexico S.A. de C.V., Grupo Cydsa S.A. de C.V.. Grupo Mabe, Hugo Neu-Proler 
Co , Hylsa, Kimberiy-Clark de Mexico, S.A. de C.V., OmniSource Corporation, Penford 
Products Co., Pinsa, Sysco, Volkswagen de Mexico S.A. de C.V., and Westway Trading 
Corporation. 
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These decisions cannot be made without knowing whether or not BNSF is or will be 

permitted, solely within UP's discretion, to join UP's directional flows. Finally, it threatens 

BNSF's ability to route traffic around Houston, thereby aiding both its and UP's 

operations. 

Were the Board to grant this request, it would be necessary for the Board to retain 

BNSF's rights on the Algoa route to preserve pre-merger build-in, transload and other 

competitive options provided pre-merger by SP. In this regard, BNSF already has 59 

miles of long-standing trackage rights over UP between Algoa and Bay City, TX to reach 

BNSF trackage oervicing Newgulf and Wadsworth, TX. 

B. Trackage rights over both UP and SP between Harlingen and 
Brownsville (until UP constructs a connection between UP and 
SP at Brownsville, completing the bypass project) with BRGI to 
act as BNSF's agent for such service. 

As a condition of the UP/SP merger, BNSF received access to Brownsville, TX 

(a "2-to-l" point), Transportacion Ferroviaria Mexicana, S.A. De CV. ("TFM") at 

Matamoros, and the Brownsville & Rio Grande Intemational Railroad ("BRGI") (a "2-to-l" 

shortline) via haulage and trackage rigt.ts over the UP line between Algoa and 

Brownsville. Currently, BNSF traffic destined for Brownsville is delivered to UP at either 

Flatonia (unit trains) or Houston (other traffic) for haulage to Brownsville. In order to 

allow BNSF to begin direct service to the Mexico and Brownsville markets in an efficient 

manner, BNSF requested in its Application that it be permitted to retain its current 

trac' age rights over the UP line and that it be granted temporary trackage rights, under 

the compensation tenns and other conditrans set forth in the Settlement Agreement, over 

the SP line from MP 172.6 at Hariinrjen to ttie line's intersection with the Port of 
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Brownsville new bypass trackage north of Brownsville. Additionally, BNSF asked for 

authority to use BRGI as its permanent agent for all traffic moving south of Harlingen.— 

Although UP's Opposition states that it is prepared to grant most of the rights 

BNSF seeks at Brownsville from the Board, that statement is not accurate. Under UP's 

proposal, BNSF would have to operate over the former SP route from Hariingen into 

downtown Brownsville to reach the junction with UP, located in the middle of a downtown 

street This routing is problematic because of the congestion in downtown Brownsville. 

It also IS not consistent with BNSF's request that the Board grant it access to the SP line 

from Harlingen to the point where the SP line intersects with the new bypass trackage 

north of Brownsville, and then down the completed portion of the bypass to the Port ~ 

a routing designed precisely to avoid the entire downtown Brownsville area. UP's 

proposed routing is also of concern because BNSF has been advised that the physical 

connection between UP and former SP trackage in downtown Brownsville, proposed by 

UP to be an essential portion of BNSF's trackage rights route, has recently been 

removed by UP in conjunction with street rehabilitation.-

^' AC Humko and BRGI support this request. §eg Tab 4. In its letter of support, 
BRGI observes "Whether done intentionally or not, UP's actions have seriously impeded 
BNSF's ability to establish the type of competitive presence in the Brownsville gateway 
that the merger-related settlement agreements had contemplated and that BRGI and its 
shippers expected." Seg Letter of Lorenzo E. Cantu, BRGI, at 3, Tab 4. 

- In its September 18 comments, DOT expressed support for BNSF's request 
because of "safety and environmental considerations." DOT Comments at 3. 
Specifically, DOT expressed concern about BNSF being forced to "operate trains along 
public streets," which it characterized as "an unacceptable safety hazard when such 
routings are easily avokied." ML. Thus, UP's proposal should also be rejected because 
of DOT'S environmental and safety concerns. 
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UP also objects to the appointment of BRGI as a permanent agent for BNSF 

between Hariingen and Brownsville. UP erronecjsly argues that the use of BRGI as 

BNSF s permanent agent would complicate operations by adding a third carrier to the 

B&M Bridge and at Hariingen. UP Opposition at 110-112. Instead, use of BRGI, as 

BNSF's agent for all traffic moving south of Hariingen (iricluding for BNSF grain trains 

moving over the B&M Bridge and all other BNSF traffic moving south of Han -•gen) would 

actually eliminate the need for BNSF to act as a third carrier south of Hariingen. 

Under BNSF's proposal, traffic would be interchanged with BRGI at tho Hariingen 

Yard and carried by BRGI to Brownsville, the Port of Brownsville and Mexico. BRGI, as 

BNSF s agent, would move all unit trains of Mexico traffic over the UP line from 

Harlingen to Brownsville. BRGI, as BNSFs agent, would use the SP line to move 

Brownsville and Port of Brownsville traffic, consisting primarily of other export traffic and 

general merchandise and other carioad traff ic-

Trackage rights over the SP line between Hariingen and the Port bypass 

intersection would only be necessary until UP completes construction of the connection 

from the UP line to the SP line north of Brownsville. Once this connection is complete, 

BRGI, as BNSF's agent, could use its trackage rights over the UP line to access the 

connection for traffic destined for Brownsville and the Port of Brownsville. 

- In expressing its support for this request, BRGI notes that appointing BRGI as 
BNSF's agent will "not only improve BNSF's competitive presence in Brownsville, but it 
will also permit for all rail carriers concemed a more efficient use of the critical 
Brownsville-Matamoros intemational gateway." (emphasis in original). Letter of Lorenzo 
E. Cantu, BRGI, at 4, Tab 4. 
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C. Overhead trackage rights cn the UP Taylor-Milano line. 

UP's opposes BNSF's request for overhead trackage rights on the UP Taylor-

Milano line, contending that BNSF's existing rights here fully presen/e pre-merger 

competition. UP Opposition at 119. That assertion is not correct. Pre-merger, SP had 

rights to utilize UP s Taylor-Milano line and competed in the Beaumont market by 

handling traffic from the Georgetown Railroad Company ("GRR"). BNSF's request would 

do nothing more than duplicate the former SP routing. 

As detailed in BNSF's July 8 Application and in the attached Verified Statement 

of J E Robinson ("V S. Robinson"), President of GRR, BNSF has been unable to provide 

consistent and reliable service to handle shipments for Texas Crushed Stone Company 

and other customers at Kerr/Round Rock, TX (which are served by GRR) using its 

existing rights due to congestion on UP's line. Indeed, GRR and Texas Crushe ' Stone 

Company fuliy support BNSF's request.- In their October 15, 1998 letter, GRR notes 

that it "fully supports BNSF's request for overhead trackage rights on the UP Taylor-

Milano line." (emphasis in original). See VS. Robinson at Tab 4. Further, GRR notes 

that "BNSF seeks only to maintain its existing competitive access to handle shipments 

for Texas Crushed Stone Company and other customers at Kenr/Round Rock (which was 

served by GRR) by ensuring the proper functioning of the original condition." 1 ^ 

- In the Verified Statement of Mr. Robinson, GRR modifies and supplements its 
August 12, 1998 statement which was contained in Volume IV of UP's Opposition to 
Condition Applications, filed with the Board on September 18, 1998. UP's Opposition 
characterizes that letter as opposing BNSF's request for overhead trackage rights 
between Taylor and Milano. All that GRR meant by its prior statement is that it generally 
opposes the imposition of additksnal remedial conditions that would provide carriers with 
new competitive access to shippers. 
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Likewise, Texas Crushed Stone Company obsen/es that "BNSF could provide Texas 

Crushed Stone with better, more efficient service by avokjing much of the congested and 

circuitous trackage rights that BNSF if currently using" if its request were granted. See 

Letter of William M. Snead, Texas Crushed Stone, Tab 4. 

UP argues that the granting of BNSF's request would harm operations by placing 

additional trains on the Taylor-Milano segment, which UP claims is near capacity, and 

by adding conflicting movements against UP's flow of traffic toward the northeast, 

creating train delays and congestion. UP Opposition at 120. However, the Taylor-Milano 

line over which BNSF seeks rights is not as congested as the Taylor-Smithville-Sealy 

line, the line over which BNSF has existing rights. Furthermore, adding bidirectional 

BNSF trains to the Taylor-Milano line would not interfere with UP's intermodal, 

automotive and manifest trains headed northeast on the line.- V.S. Handley at 47. 

According to the Dispatching Protocol, BNSF's trains transporting aggregates that would 

be operating on the Taylor-Milano line would be given a lower priority than UP's 

intermodal, automotive and manifest trains.— 

- It appears evident ft-om UP's comments that UP has turned this route into a 
directional route for trains running northeast toward Little Rock. V S. Handley at 47. 
Thus, to further minimize any risk of interferencci with UP's operations, BNSF could join 
UP in this directional flow on traffic ft-om the Georgetown Railroad, with trains moving to 
the Georgetown Railroad at Kerr continuing to use other routes, and possibly join in 
other UP directional flows to reduce the impact of congestion on both carriers. 

- In addition, UP fails to cite the benefits accruing to it by moving BNSF's stone 
trains off the congested routes between Taylor and Temple, or Taylor and Sealy via 
Smithville. where they now operate and are subject to delays due to congestion. 
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UP's main basis for opposing this proposal by BNSF appears to be the marketing 

concern that the proposed routing "wouW allow BNSF to gain much more efficient access 

to stone destinations northeast of Houston, in the Beaumont-Silsbee area, where SP 

provided no competition before the merger". UP Opposition, Verified Statement of 

Richard B. Peterson at 23 UP's information is in error -- SP did compete for stone 

traffic northeast of Houston in the Beaumont area, as the three Transit Mix aggregates 

distribution facilities in the Beaumont area on fonner SP lines confirm. Thus, SP 

participated in aggregates movements from both the Georgetown and San-Antonio 

Elmendorff areas to the Beaumont areas on a competitive basis prior to the nierger. 

BNSF seeks by its proposal to provide sen/ice that offers an effective competitive 

alternative to UP. 

r. Order neutral switching supervision on the former SP Baytown 
Branch and Cedar Bayou Branch. 

1. Baytown and Cedar Bayou Branches 

BNSF has requested neutral supen/ision of switching activities on the Baytown 

and Cedar Bayou Branches. BNSF gained access to all industries on these branches 

as a result ofthe February 12. 1998 Tenn Sheet Agreement between BNSF and UP.-

UP's local switch service via haulage and reciprocal switch between BNSF and its 

customers has been inconsistent and. if unchanged, unacceptable over the long-term. 

- As explained in V.S. Rickershauser. filed as part of BNSF's Application, prior to 
February 12, 1998, BNSF had access to specific "2-to-l" and other customers on the 
Baytown and Cedar Bayou Branches. V.S. Rickershauser at 21. 
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UP opposes BNSF's request arguing that BNSF has not shown a failure to 

preserve pre-merger competition- anr' that BNSF's complaints about service on thir line 

are unfounded. UP claims that, since BNSF's haulage shipments are handled in the 

same trains as the UP shipments, they cannot be receiving inferior treatment. To 

support this claim, UF asserts that its data shows that BNSF's haulage movements from 

the branches experience transit times comparable with those of UP's shipments. UP 

Opposition at 114-116. However, contrary to UP's assertions. UP's data allegedly 

showing that BNSF's haulage movements from the branches experience transit times 

comparable with those of UP's shipments is flawed.- Se^ V.S. Hord at 13.-

- UP attempts to obscure the real issues on these branches with its comments 
about "pre-merger competition." Customers on the branches fall into three categories: 
(a) customers directly switched by SP and UP in the Baytown area prior to the merger 
( 2-to-l' customers); (b) customers recognized by UP/SP, CMA and the Board as being 
"2-to-l" by virtue of a build-in in the Eldon/Mont Belvieu area proposed and being 
executed by UP at the time of the merger; and (c) customers accessible only to SP 
which BNSF gained access to as a result of the February 12, 1998 "50/50 Line" 
agreement. Customers in the first two ':ategories were recognized in the merger as 
being entitled to competitive marketing and service by BNSF. 

- UP's comparison of the transit times for BNSF cars handled in haulage on the 
Baytown Branch to Dayton to UP cars to Sjolander does not prove that BNSF's service 
is competitive with UP. Those movements are not comparable. 

- In its Opposition, UP asserts that BNSF has no right to demand haulage service 
from UP on the Baytown and Cedar Bayou Branches under the Settlement Agreement, 
and thus BNSF's complaints about the inadequacy of UP's haulage service are 
disingen ..ous. However, it is undisputed that, in one manner or the other, BNSF must 
hav o tne ability to serve "2-to-r shippers on these branches, and the fact that UP and 
BNSF agreed that BNSF woukj access such shippers via UP haulage in no way excuses 
the poor service UP has been providing. 
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UP also criticizes BNSF for failing to provide a definition of the term "neutral 

switching supervision." UP Opposition at 118. As explained in BNSF's Application, 

neutral switching supervision has but one goal - providing an absolutely even-handed 

switching service, favoring neither carrier, on BNSF-UP shared routes to ensure 

shipments move between customers' facilities and either BNSF or UP in a manner which 

favors neither carrier. It also means establishment of a schedule and service plan 

without consideration of whether the shipment is moving roadhaul v<a either carrier. 

The neutral switching supen/ision BNSF seeks would lead to one entity, not hwo, 

providing switching service on the Baytown and Cedar Bayou Branches. BNSF believes 

that the best way to achieve this is for a neutral third party, such as the PTRA, to 

supervise the switching on the branches. Such third party management of the switching 

service on the branches would achieve sustainable equal service over the long-term for 

both BNSF and UP. DOT itself expressed a strong need for "fair and impartial service 

on these lines in order for the shippers to retain the competitive service they had before 

the merger." DOT Comments at 7. This supen/isron couW be structured much the same 

as neutral dispatch at the Spring Center - through a supen/ision structure in place of the 

current duplicate BNSF and UP organizations, accountable to both BNSF and UP, which 

would supervise the track, personnel, motive power and otf)er resources on the branches 

to produce a sen/ice product of equal quality for BNSF. UP and their customers. Far 

from, as UP charges, "[t]he result [being] an additional layer of management and cost, 

with no apparent benefit," §gg UP Opposition at 118. the reverse would be true. There 

would be a reduction of duplicate costs, a requirement of fewer assets, and better use 
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of the existing assets - including customers' facilities and track - than occurs at 

present.-

The congestion UP complains about on these branches, as well as the problems 

BNSF reports, would be eliminated if customers and BNSF could be assured of a 

switching service that performed equally well whether the cars moved in conjunction with 

UP or BNSF linehaul, permitting BNSF to modify or discontinue its switching operations 

which are layered on top of those provided by UP. Under existing conditions, BNSF can 

either rely on UP reciprocal switch and haulage service, a third party with UP's 

concurrence, or switch customers itself in order to provide competitive service at this and 

other "2-to-1" locations it gained access to as a result of the merger. Unless changes 

are made, if BNSF is to provide shippers with competitive service on the Baytown and 

Cedar Bayou Branches under its existing rights, it has no choice but to provide that 

oervice itself. 

As reported in the past, the provision of this service directly by BNSF then can 

lead to a variety of problems, including the congestion and conflicting movements UP 

complains about, seg UP Opposition at 117. as well as requiring customers wanting 

^' Even though UP's 1999 capital investment b' -iget includes the installation of a 
second main track on the Baytown Branch, ggg U Opposition at 116, there is no 
certainty as to when and if such improvement will be completed. UP itself acknowledges 
that '[u]ntil that work is done, no railroad will be able to provide the quality of sen/ice that 
IS really needed on the Baytown Branch." UP Opposition at 116-117. Moreover, even 
assuming the installation of a double-track, it would increase capacity but will not 
address the need for better coordination and planning on the branches that a neutral 
switching supervisor would provide. 
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access to BNSF to pennit BNSF as well as UP to switch their facilities each day. - To 

do so, BNSF switching service would have to be scheduled around the switching service 

provided by UP Given UP's directional operations on the branches, which BNSF is 

precluded by UP from joining,- it is more difficult for BNSF and UP could agree to 

windows and c^hedules permitting BNSF to switch customers at the Baytown end of the 

line Furthermore, for many customers, having hvo different switching carriers in their 

facilities is not feasible, due to production, infrastructure, systems or safety issues. The 

end result, then, for customers on the Baytown and Cedar Bayou Branches expecting 

competitive service from BNSF is to either accept the UP-directed switch sen/ice 

provided or pennit BNSF and UP to switch their facilities. To the degree neither of these 

options is workable, the intended restoration of pre-merger competition is not 

accomplished. 

UP apparently hopes that BNSF, as a competitor, will be reduced to handling 

traffic only to and from BNSF local points on the branches, and that customers, sampling 

- Contrary to UP's allegations, BNSF has previously raised issues to the Joint 
Service Committee about problems with haulage on the Baytown and Cedar Bayou 
Branches. V S. Hord at 14. Furthermore, UP's allegation that a BNSF representative 
stated that BNSF had no problems with UP's haulage service is also inaccurate; UP's 
officials are simply mistaken or misunderstood discussions that occurred. Id̂  at 14-15. 

- The fact that UP will not allow BNSF to join the directional flow contributes to the 
congestion UP complains about. BNSF either has to turn its empties over to UP in 
Houston ~ an extra, congesting step, as BNSF cars move through Houston which need 
not go there, or seek to place them itself at the handful of SP Baytown Branch 
customers which can accommodate BNSF and UP switching their facilities on a daily 
bas!'̂ . When BNSF places the cars into facilities on the branch, it must operate "against 
the flow" to do so. 
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BNSF service and finding it inadequate due to problems with switching and service at 

the local level, will return their competitive traffic to UP. BNS^' and its customers will not 

accept the inferior role assigned by UP.^' BNSF intends to conti'iue competing 

vigorously for this traffic, and customers will continue to require that BNSF provide 

service fu'ly competitive with UP. 

2. Chaison and Sabine Branches 

BNSF has decided to withdraw from the Board's consideration at this time its 

request for neutral switching supervision on the former SP Sabine and Chaison Branches 

because service to shippers located on the branches has not been a problem. However, 

BNSF reserves the right to bring any such problems to the attention of the Board as may 

be necessary 

E. PTRA Operation of The UP Clinton Branch In Houston 

BNSF is withdrawing its request related to the former SP Clinton Branch. While 

PTRA supervision or operation of the Clinton Branch would permit UP's operations to be 

combined with the adjacent PTRA yards, BNSF, UP, and Houston Public Elevator have, 

in recent months, largely mitigated the concerns raised by BNSF eariier this year. 

Starting in early July, BNSF, UP and the Elevator have held a daily conference cal' ic 

allow preplanning and coordination of unit train movements to and from this facility. At 

^ In addition to those shippers BNSF included in its July 8, 1998 filing, which are 
reproduced at Tab 4 for the Board's convenience, KMCO Inc., OmniSource Corporation 
and Williams Energy have added their support for this request. In one such letter of 
support, the shipper noted "with only one neutral switcher on the branch, there would be 
less overall activity on the branch and generally less congestion for all rail activities on 
the branch, . . " which would lead to "improved service for all customers on the branch." 
See Letter of Greg Greer, Williams Energy, Tab 4. 
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this time, therefore, performance for BNSF traffic moving to and from this facility has 

improved, and congestion problems have eased. 

F. Overhead trackage rights to enable BNSF, should it determine 
to do so, to join the directional operations over any UP line or 
lines where UP commences directional operations and where 
BNSF has trackage rights over one, but not both, lines involved 
in the UP directional flows, including, specifically, over the Fort 
Worth to Dallas, TX line (via Ariington). 

Opponents of the UP/SP merger, notably Conrail and KCS, "argued that BNSF 

will face crippling operational obstacles in providing service over these trackage rights. 

They argue that BNSF's service will be . . hampered by going against the flow of the 

directional running of certain lines . . .." Decision No. 44 at 132. Indeed, the parties 

recognized that BNSF could not provide competitive services in a trackage rights corridor 

if BNSF could not "go with the flow" of UP's directional operations 

BNSF now seeks application of this new widely-accepted principle to corridors 

where UP has instituted directional operations since Decision No. 44. As described 

above, one of the reasons BNSF has been hampered in its ability to replace the 

competitive options offered by SP is that UP has acted unilaterally to institute additional 

directional operations over routes in South Texas. V.S. Hord at 17. As shown in its July 

8 Application, BNSF has not been able to secure from UP trackage rights over portions 

of UP's directional routes to join the directional operations. See Application, V.S. Hord 

at 18 In such instances, BNSF trains are forced to either run "against the flow" of UP 

on the trackage rights lines or reroute trains over other lines.^' l i The overall impact 

- Entergy Services, a facility served by KCS. UP and BNSF. identifies this very 
concern in its expression of support for this request, observing that "if BNSF trains are 
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on BNSF's operations is that BNSF is unable to provide consistent and reliable sen/ice 

to and from the '2-to-l" points it was granted the right to serve. Instead, it must 

"negotiate with UP on a case-by-case, day-by-day basis whether it can join in the 

directional flow. SP was not subject pre-merger to this same uncertainty about its 

operations. Any delays brought about by BNSF having to run "against" a UP flow on a 

trackage rights line negatively impact BNSF and its customers - and, if UP trains are 

delayed, increase the likelihood of congestion, which impacts UP and its customers as 

well. 

DOT concurs with BNSF's request, noting in its comments that the request 

=»ppears "reasonable and necessary if BNSF is to provide competitive service." DOT 

Comments at 8 (emphasis supplied). DOT further notes that it is implausible to argue 

that confining a railroad to only one line while another operator directionally travels on 

forced to operate against the directional flow on the UP line between Fort Worth and 
Waxahachie," service to their Nelso station "could be adversely impacted due to delays 
in this area. " Letter of Charles W. Jewell, Entergy Services, Tab 4. 

- For example, as previously described in BNSF's Application, UP has commenced 
northbound directional operations on the former SP line from Waxahachie to Fort Worth. 
ONSF has trackage rights over this line, and UP's directional operations will make it 
difficult for BNSF to run southbourd traffic on the line. §gg Application, V.S. Hord at 17-
18 BNSF has been unable to secure trackage rights over an alternative route or secure 
UP's permission to join the directional operations, and various shippers such as the 
Texas Municipal Power Agency, Houston Light and Power, and Texas Utilities Electric 
Company are filing statements supporting BNSF's request for trackage rights between 
Fort Worth and Dallas over the UP line so that BNSF can offer competitive service for 
southbound traffic from Fort Worth. See Tab 4 and the separate filing of Texas Utilities 
Electric Company. 

The following shippers have also filed letters of general support for BNSF's 
request: BRGI, Entergy, HCH Marketing, Inc, KMCO Inc., OmniSource Corporation, and 
Wesh«/ay Trading Corporation. Ibid. 
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two [lines] allows them to be competitive." jfeii DOT is equally con-ect when it says that 

"[cjonfining a competing railroad to operating against the flow of traffic is tantamount to 

allowing it to operate only during what might be very narrow service windows" Uyd-

Finaily, DOT points out that the current situation is the same, for all intents and 

purposes, as if UP had provided a blanket refusal to allow the tenant railroad onto the 

line for an extended period of time - a situation that DOT observes the Board would not 

have allowed originally. DOT also comments on the inefficiencies present in operating 

trains against the flow, arguing that UP "should not be allowed to set up an arrangement 

that IS non-competitive as well as inefficient." Ibid. 

UP's suggestion that it has voluntarily provided BNSF with trackage rights for 

directional operations where mutually beneficial overlooks the fact that UP's unilateral 

decisions whether to start or cease directional running on route*" where BNSF operates 

on trackage rights impact over BNSF's ability to serve its customers. It is also incredible 

that UP has threatened not to use directional operations and "to forgo the efficiency 

benefits of directional operations" on the line between Ft. Worth and Dallas (and possibly 

elsewhere) if BNSF is granted the right ̂o join directional operations as its requests. UP 

Opposition at 124 This statement is forceful evidence that UP's decisions about its 

operating practices in the Houston/Gulf Coast area are likely to be based on its 

perceived self-interest, irrespective of proven efficiencies presented by an alternative 

operating practice. This evidence alone supports the Board's imposition of BNSF's 

request. 
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UP's concern that BNSF's request would be unrestricted and apply systemwide 

is unfounded UP's Opposition at 123 To clarify the situation. BNSF's request would 

apply only where BNSF operates over UP/SP lines in the Houston/Gulf Coast area, 

including through trackage rights as an UP/SP merger condition. Although there are 

other areas, such as the Central Corridor, where UP may contemplate directional 

operations, BNSF's request in this oversight proceeding is linked only to the 

Houston/Gulf Coast area. 

Finally, UP relies .n errors effect in support of its complaint that BNSF should not 

be allowed to profit from the sale oi its mainline behveen Fort Worth and Dallas 

(purportedly sold to DART) and then appropriate UP's capacity. UP Opposition at 124-

125. BNSF never owned this line. 

The Dallas-Fort Worth line was originally owned by the Chicago, Rock Island and 

Pacific Railroad Company ("Rock Island"), with whom BN's predecessor executed trackage 

rights agreements in 1908 and 1911. In 1982, a bankmpt Rock Island conveyed to the 

Missouri-Kansas-Texas Railroad ("MKT") a perpetual easement for exclusive local rail 

freight service and for non-exclusive overhead use of the line. The cities of Dallas and 

Fort Worth purchased Rock Island's remaining fee interest and MKT's easement in the 

line in 1984, simultaneously granting MKT overhead and exclusive local freight operating 

rights, subject to existing rights of BNSF and other unrelated terms and conditions. 

MKT was acquired by UP through its acquisition of Missouri Pacific Railroad in 1988. 

tt is UP through its acquisition of MKT. therefore, which ultimately profited from the sale 
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of this line - not BNSF.^' Thus, it is inaccurate to assert that BNSF is using its profits 

to appropriate UP's capacity. 

G. Trackage rights on additional UP lines in the Houston terminal 
area for BNSF to operate over any available clear routes 
through the terminal as determined and managed by the Spring 
Consolidated Dispatching Center, including, but not limited to, 
che former SP route between West Junction and Tower 26 via 
Chaney Junction.-

Presently, BNSF handles significant volumes of traffic over its trackage rights 

which must move through the Houston terminal area via either UP's East Belt or West 

Belt line. Because of the recent congestion and potential for future congestion on these 

lines, BNSF uas often been unable to offer competitive, timely and reliable service to 

shippers. UP will not permit BNSF to use alternate available UP routes, even when they 

are available, unless prior: jckage rights agreements are in place with respect to those 

routes. 

BNSF requests, therefore, that it be granted additional trackage rights on UP/SP 

in the Houston terminal area to operate over any available cl.̂ ar route through the 

- The only rights to this line BNSF has ever possessed remain the trackage rights 
first negotiated in 1908 and 1911, and subsequently re.-.ewed in 1993. City of Dallas. 
Citv of Forth Worth and D/FW Railtrain - Petition for Declaratory Order. 1993 ICC LEXIS 
299 (Finance Docket No. 32406, sen/ed Dec. 30, ''993). 

- Tex Mex concurs with this request, but notes that the condition should apply to 
Tex Mex as well. Tex Mex argues that BNSF's proposal would benefit only one 
Houston carrier - BNSF - at the expense of others. Tex Mex urges the Board to reject 
this element of BNSF's proposal unless the Board also adopts the Consensus Plan 
proposal for terminal trackage rights for all Houston carriers through the proposed neutral 
switching and dispatching district. Tex M.?x Opposition at 4-5. As BNSF stated in its 
Application, BNSF supports Tex Mex's request that carriers - including Tex Mex and 
BNSF - operating through the Houston terminal shouki be granted trackage rights to use 
the best available routes through Houston, BNSF Application at 16. 
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terminal as determined by the Spring Center. In this regard, it should be noted that UP 

already has unrestricted trackage rights over all of BNSF's limited but strategic routes 

in the Houston area including, as a result of the Fsbruary 12, 1998 "50/50 Line" 

agreement between BNSF and UP, BNSF's unique "bypass" route around Houston 

between Beaumont and Navasota via Cleveland and Conroe, TX. BNSF also requests 

that UP be required to amend the 1981 Ŝupplemental Agreement to allow BNSF to route 

any type of traffic over the fonner SP line between Rosenberg and Englewood via West 

Junction. Chaney Junction, and Tower 26.-

UP opposes BNSF's request alleging that it lacks any competitive justification and 

is yet another open access" opportunity for BNSF. UP Opposition at 130-132. These 

arguments wholly mischaracterize the nature of BNSF's request. BNSF is not seeking 

new access to a single new locally-served UP shipper on any of these routes. Thus, it 

cannot be seriously argued that BNSF is pursuing "open access" by seeking the 

imposition of modest operationally-driven improvements for the Houston terminal area 

which by permitting tne Spring Center to route BNSF (and Tex Mex) trains, without 

regard to ownership, around congestion points as required, reduce the likelihood of 

crippling terminal congestion in the future. 

Furthermore, in opposing this request. UP ignores the fact that the Board 

instituted this oversight proceeding because of UP's service crisis in and around He uston 

- As explained in BNSF's Application, pursuant to a 1981 Supplement to a 1920 
Agreement between the fonner ATSF and the fonner SP. ENSF has trackage rights over 
this line; however, under the tenns of the Supplemental Agreement, BNSF may only use 
those trackage rights to handle grain traffic. BNSF Application, V.S. Hord at 20-21. 
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and the tenninal area. BNSF's request would create a vital safety valve for dispatching 

UP, BNSF and other trains over clear routes in the Houston terminal when deemed 

necessary by the jointly-operated Spring Center. The ability to use clear routes in 

Houston is no different than the general principle - endorsed by UP - that dispatchers 

"want more than anything else to get trains off their railroad," without regard to the 

identity of the trains.- The access to and use of clear routes does precisely that, by 

allowing trains to move through the terminal as quickly as possible using any available 

clear route. 

There is no serious dispute that BNSF's request adopts a common sense 

approach to addressing the operating constraints presented in the Houston terminal area 

which will benefit all carriers and shippers.- Indeed, DOT has recognized the merit of 

BNSF's request. In its Comments, DOT states that BNSF's request appears to be "a 

reasonable measure to address congestion." DOT Comments at 8. And contrary to 

UP's assertion, DOT notes that BNSF's request does not appear to "confer any 

- See UP Opposition, Verified Statement of Dennis J. Duffy at 20. 

- Several shippers have, in fact, filed letters of support for this request: Barton 
Beers, Inc , Commercial Metals, KMCO Co., Luzenac America, OmniSource Corporation, 
Sysco. Universal Foods Corporation and Westway Trading Corporation. Ronald Bir of 
Commercial Metals Co. supports the common sense value of BNSF's proposal: ". . . 
since operations via the Algoa route unnecessarily brings traffic through the Houston 
terminal area, an altemative routing such as BNSF requests makes sense." ggg Letter 
of Ronald Bird, Commercial Metals Co, Tab 4. Likewise, this request would "create an 
important safety valve for dispatchers to permit BNSF trains to traverse clear routes in 
the Houston terminal" and is " a reasonable measure to avoid congestion." See Letter 
of Clark Craig, KMCO Co., at 2, Tab 4. Another shipper notes that this measure will 
benefit shippers and "will result in service improvements and needed dispatching 
flexibility in the Houston terminal." ^gg Letter of Paul Rasmussen, Universal Foods 
Corporation, Tab 4. 
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significant competitive advantage on BNSF." ibid, UP's stated opposition to this request 

on competitive grounds is simply without merit. 

H. Order the coordinated dispatching of operations over the UP 
and SP routes between Houston and Longview, TX and 
Houston and Shreveport, LA, by the Spring Consolidated 
Dispatching Center. 

BNSF is pleased that UP concurs in this request and accepts UP's 

representations to the Board. 

I. Overhead trackage rights on UP's San-Antonio-Laredo line 
between MP 264.3 at South San Antonio and MP 412.51 at 
Laredo. 

Because of the unanticipated service and related problems along the Algoa route 

and the unanticipated changes in the structure of the Mexican rail market (including Tex 

Mex's unwillingness to negotiate competitive long-tenn service arrangements with BNSF 

for Mexican traffic), BNSF requested in its Application that the Board grant it overhead 

trackage rights over UP's line from San Antonio to Laredo in order to ensure that BNSF 

can remain an effective competitor at Laredo. Both UP and Tex Mex strenuously oppose 

BNSF's requests, citing a variety of reasons ranging from arguments by both that an 

analysis of the current mari<et shares at Laredo reveals that pre-merger competition has 

been presen/ed to UP's argument that, if BNSF has concerns about KCS' influence over 

Tex Mex. those concerns could be addressed in a KCS-Tex Mex common control 

proceeding. 

However, as discussed above, the mere fact that UP's market share at Laredo is 

currently below its pre-merger market share does not establish that the Board should not 

be concerned about long-term competition at Laredo and take action to ensure that 
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shippe''s can receive effective competitive service from BNSF over that critical gateway. 

The market share numbers over last year have undeniably been influenced by the 

temporary rights granted to BNSF and Tex Mex under the Emergency Service Order, 

UP's release of shippers from their contracts, and UP's inability to provide service to a 

large number of shippers.-

BNSF's evidence submitted with its July 8 Application establishes that there is 

sufficient uncertainty about BNSF's ability to provide long-term competition at Laredo for 

the Board to take action. First, if a service crisis were to occur again in the Houston 

area ~ which could clearly happen given the admittedly inadequate infrastructure in the 

area, BNSF's ability to use its trackage rights over the Algoa route which it received 

under the Settlement Agreement would once Lgain be jeopardized. It is no response to 

this concern for UP and Tex Mex to claim that UP's directional operations behveen Algoa 

and Placedo will alleviate BNSF's concern since - as UP has made crystal clear in its 

Opposition - UP reserves unto itself the sole discretion of service behveen Algoa and 

Placedo and has indicated its intent to terminate them in the future. 

Second, nohvithstanding the protestations of Tex Mex to the contra'v, it is clear 

that, whatever KCS' influence over Tex Mex and its role in the interiine divisions 

negotiations behveen BNSF and Tex Mex, BNSF still has not been able to achieve an 

^' In addition to those shippers whose support letters BNSF provided the Board in 
our July 8, 1998 filing, the following shippers have added their support for this request: 
Abinsa Acero, American Honda, Esso Mexico S.A. de C.V., GM Nao Logistics, Grupo 
Cydsa S.A. de C.V., Hylsa, Kimberly-Clari< de Mexico S.A. de C.V., M. Shiefer Trading 
Co., Grupo Mabe, Nicer Steel, Penford Products, Pinsa, Rocky Mountain Steel Mills, 
Santa s Best, Tamco, Sysco, Volkswagen de Mexico. S.A. de C.F. and Westway Trading 
Corporation. See Tab 4. 
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interiine arrangement with Tex Mex that will enable it to provide long-term competitive 

sen/ice. As set forth in the Verified Statement of Harold Weddle attached hereto as Tab 

2, BNSF believes that Tex Mex's characterization ofthe negotiations in the Spring of this 

year is diametrically opposed to the actual course of the parties' negotiations. To date, 

despite continued efforts, BNSF has been unable to achieve a viable interiine 

arrangement 

indeed, negotiations with Tex Mex in 1997 and in early 1998 led BNSF to believe, 

based on advice from Tex Mex, that a broad agreement had been reached, only to have 

Tex Mex advise, early in March, 1998, that KCS objected to the agreement and would 

not permit its execution. The May agreement cited by Tex Mex in its Opposition was 

offered by Tex Mex to BNSF as a "take it or leave it" proposal. The BNSF negotiators 

advised Tex Mex at the time this proposal was presented that portions of the proposal 

did not meet BNSF's needs. BNSF senior management concun-ed with that assessment, 

and the proposal was rejected. 

Third, the uncertainties in the Mexican rail market and the evident lack of effective 

competition in the market justify Board action. Prior to the Mexican rail privatization, 

FNM would on occasion provide SP with "equalized" pricing from Eagle Pass to interior 

points, compared with Laredo, which provided SP the ability to choose behveen the 

Laredo and Eagle Pass gateways on specific traffic. However, the new Mexican rail 

carriers, particularly Ferrocarril Mexicano, S.A. De CV. ("FXE"), providing service via the 

Eagle Pass and El Paso gateways, have yet to fully adopt market-driven, competitive 

services, but instead continue to quote prices based on the former mileage driven tariffs. 
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This practice, coupled with FXE's longer mileages to many Mexican mari<ets, drives 

traffic to Laredo, independent of any competitive actions on the part of TFM. 

While UP and Tex Mex have asserted a number of arguments based on 

operational and capacity concerns,- BNSF is prepared to pay its share of the improve

ments necessary to accommodate its request, and the concerns discussed above about 

possible future sen/ice problems, the inability to secure a long-term interline agreement, 

and the uncertain state of the Mexican rail market warrant Board action. Unless the 

Board does take action, BNSF will once again be placed in the position of being unable 

to assure potential shippers - the very shippers to which it was granted access by the 

Board in Decision No. 44 to provide replacement competitive service - that it will be able 

to provide those shippers with reliable consistent and dependable service over Laredo. 

CONCLUSION 

As set forth above, the limited structural modifications to certain of the existing 

UP/SP merger conditions BNSF has proposed are necessary to enable BNSF to provide 

the long-term competitive, reliable service in the Houston/Gulf Coast area and to ensure, 

to the extent possible, that BNSF will be able to provkie the sen/ice alternative the Board 

^ Contrary to TCA Mex's assertions, the granting of BNSF's request for overhead 
trackage rights to Laredo would not threaten Tex Mex's financial viability or essential 
service to shippers on its line. As established by UP in its Opposition, the amount of 
traffic which Tex Mex carried from January to May of 1998 has. even without 
consideration of any BNSF interchanged traffic, exceeded the pre-merger volumes Tex 
Mex carried during the same months in 1996. ggg UP Opposition. Verified Statement 
of Richard J. Barber (Exhibit 8). Thus, even if BNSF were to transfer 100% of the traffic 
It currently interchanges with Tex Mex to a San Antonio-Laredo routing (which is more 
than BNSF projects wouid in fact be transferred to such a routing), Tex Mex would still 
be able to earn revenues in excess of its pre-merger revenues. 
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contemplated if UP's congestion and sen/ice problems recur. The modifications will also 

help to minimize tne risk that shippers, as well as BNSF and other operationally-driven 

carriers, will be forced in the future to endure the significrnt hardship and economic 

losses they experienced over the last year from the failure to provide essential services. 

The modifications proposed by BNSF do not increase BNSF's access to any additional 

shippers, but instead are minimally necessary to ensure that the competition that the 

Board envisioned when it approved the UP/SP merger can be achieved, including 

competitive service. 

Respectfully submitted. 

Jeffrey R. Moreland Erika Z. Jones 
Richard E. Weicher Adrian L. Steel, Jr. 
Michael E. Roper Kathryn A. Kusske 
Sidney L. Strickland, Jr. Kelley O'Brien Campbell 

The Buriington Northern Mayer, Brown & Piatt 
and Santa Fe Railway Company 2000 Pennsylvania Ave., NW 
3017 Lou Menk Drive Washington, DC 20006 
P 0. Box 961039 (202) 463-2000 
Ft Worth, Texas 76161-0039 
(817) 352-2353 

and 

1700 East Golf Road 
Schaumburg, Illinois 60173 
(847) 995-6887 

Attorneys for The Buriington Northem and Santa Fe Railway Company 

October 16. 1998 
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CERTIFICATE OF SERVICE 

I do hereby certify that a copy of the foregoing BNSF Rebuttal Evidence And 

Argument In Support Of Requests For Additional Remedial Conditions (BNSF-10) is 

being served, by first class mail or hand-delivery, on all parties of record in this 

proceeding. 
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VERIFIED STATEMENT 
OF 

ERNEST L. HORD 

My name is Ernest L. Hord. I am Vice President, Operations of The Buriington 

Northern and Santa Fe Railway Company ("BNSF") on the UP/SP Lines. My business 

address is 24125 Aldine Westfield Road, Spring, TX 77373. 

I joined BNSF in October 1996. Prior to that time. I was employed by Southern 

Pacific for 31 years and held various positions in the Operations Department, including 

General Manager and Assistant Vice President-Transportation, culminating in my last 

position as Assistant to Executive Vice President-Operations. 

Since joining BNSF, I have taken on responsibility for the start-up and 

implementation of service on the track and territory to which BNSF gained access under 

the Board's Decision No. 44 in Finance Docket No. 32760 (served August 12, 1996). 

In that capacity. I have become familiar with BNSF's. as well as UP's, operations in 

Texas and the Gulf Coast area. 

I am submitting this statement in support of BNSF's Rebuttal Evidence and 

Argument In Support of Requests for Additional Remedial Conditions. The purpose of 

this statement is to respond to various points made in opposition to BNSF's requests for 

additional remedial conditions as proposed in its July 8, 1998 Application. 

As demonstrated by BNSF's actual operating experience since the UP/SP merger, 

BNSF needs a measure of operational flexibility not provided by its existing rights to 

respond to certain UP operating practices that have hampered BNSF's ability to provide 

consistent, reliable competitive service and to limit the impact on BNSF's services of 



future changes in UP's operations. Without these modifications, it is my view that BNSF 

cannot provide long-term competitive, reliable service in the Houston/Gulf Coast area. 

This is particulariy the case in light of the unanticipated and massive operational 

changes UP has made and continues to make in its combined operations, including the 

unilateral institution of directional running over important routes in the Houston/Gulf 

Coast area which are shared by BNSF as a result of the merger settlement agreements 

and conditions. It is also my opinion that these conditions are necessary to minimize the 

risk of fijture service problems adversely impacting BNSF's ability to provide competitive 

service to the shipping public. 

A. Permanent Bidirectional Trackage Rights On Caldwell-Flatonia-San 
Antonio and Caldwell-Flatonia-Placedo Lines 

/. Caldwell-Flatonia-San Antonio 

UP opposes BNSF's request that the Board grant it permanent bidirectional 

overhead trackage rights on UP's Caldwell-Flatonia-San Antonio line. This is the same 

line over which BNSF has been operating using temporary trackage rights since July, 

1997. when BNSF and UP agreed to implement these temporary rights because of the 

impact on both BNSF and UP of the congestion on the shorter permanent trackage 

rights line behveen Temple and San Antonio via Smithville and San Marcos. This line 

is depicted on Map 1. UP argues that, upon completion of its infrastructure 

improvements to ttie San Antonio-San Marcos line, the congestion problems should end. 

Therefore, UP concludes that BNSF should be able to return to its original Temple-

Smithville-San Antonio trackage rights. UP Opposition at 102-103. 
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However, UP's proposed infrastructure improvements are limited to areas south 

of San Marcos and into San Antonio, they will not improve operations north of San 

Marcos. The area north cf San Marcos, specifically from Temple to Smithville, is where 

BNSF has experienced and continues to experience significant congestion and delay on 

traffic moving both to Halsted and hehveen Taylor and Sealy. Nothing contemplated by 

UP's improvements (such as the proposed construction of a single siding at Rosanky 

which is between Smithville and San Marcos) convinces me that this congestion will be 

reduced sufficiently to allow BNSF to operate on a consistent, reliable and competitive 

basis using our permanent trackage rights on the route between Temple and San 

Antonio. 

Because of the operating limitations affecting the Smithville route r n which BNSF 

has existing permanent trackage rights, BNSF seeks permanent trackage rights on the 

FIcitonia route with the option to use either route whenever the Smithville rcute is too 

congested to permit BNSF to run a scheduled, consistent cperation. Such rights would 

simply enable BNSF to operate ove"- tne alternot«5 former SP routing if the primary UP 

route was congest*>d. Absent this operatic^al flexibility, BNSF would be subject to the 

unilateral decisions of UP as to which route BNSF could use to provide service; 

alternatively, BNSF would be forced to "negotiate" with UP if it needed to return to the 

Flatonia route to offset UP's congestion and de ay on the Smithville route. 

If BNSF is not granted long-tern access to the former SP route b-'hv jen Caldwell 

and San Antonio via Flatonia, it will be confronted with the heavy burden of using 

"bidirectional" traffic rights over UP's newly-announced "directional" routes in Central 



Texas. UP has stated that the San Marcos-San Antonio route will be "bidirectional for 

rock traffic and for UP's important manifest trains to and from Laredo." but it has 

provided no information on the impacts on the operations of BNSF's trains and the 

routes used by BNSF behveen Temple and San Marcos via Smithville. See UP 

Opposition, Verified Statement of Howard Handley, Jr. ("VS. Handley") at 45-46. If 

BNSF is faced with continuing changes to UP operations and the holds on its trains 

resulting from directional operations it is not permitted to join, BNSF will be unable to 

provide the consistent, scheduled service required for it to be competitive in this corridor. 

UP also objects to BNSF's permanent bidirectional operation on the Caldwell to 

Flatonia route because such operations could interfere with UP's ever changing "plans" 

for directional operations on various lines in Central Texas. This concern of course could 

easi'y be eliminated if BNSF were pemiitted to join in UP's directional flow. This solution 

would appear to be particularly appropriate since it is UP that is changing its operations 

on routes that affect BNSF's existing trackage rights. Alternatively, inasmuch as the 60 

mile route behveen Caldwell and Flatonia has six passing sidings providing existing 

capacity for meeting and passing trains, it is difficult to understand why structured and 

disciplined bidirectional operations could not continue. 

UP's opposition to BNSF's request ignores the well-documented actual operating 

experience in Centrai Texas since the UP/SP merger that UP's constantly changing 

operations are a threat to BNSF's ability to restore the pre-merger competitive options 

to these markets and shippers on a long-term basis. This includes changes in 

operational matters, such as the unilateral imposition of directional running, impacting 



a number of BNSF's trackage rights corridors, and organizational structure (three 

Executive VP's of Operations in the last year as well as the recent decentralization of 

operations). 

Thus, BNSF needs to have the requested operational flexibility in order to limit the 

impact on BNSF's services of future changes in UP's operations along the trackage 

rights lines BNSF secured as a result of the merger. Such flexibility also is needed to 

rvjspond to UP operating practices that have hampered BNSF's ability to provide 

consistent, reliable competitive service in place of the pre-merger SP. 

2. Caldwell-Flatonia-Placedo 

As a condition of the UP/SP merger, BNSF was granted access to "2-to-1" 

shippers and locations in south Texas, including Corpus Christi, Brownsville, and a 

connection with Tex Mex at Robstown, over UP's Brownsville Subdivision from Algoa, 

TX. As a result of its service crisis, in November, 1997, UP instituted directional 

operations behveen Algoa, Flatonia, and Placedo, TX, w th BNSF and Tex Mex joining 

in the directional flow on these routes. As a result, BNSF, UP and Tex Mex operate 

soutiibound via Flatonia-Placedo. and northbound via Placedo-Algoa, although UP is 

now ruining empty unit coal trains returning Central Power & Light's Coleto Creek, TX 

generating station several times each week. 

UP has stated that it will continue to allow BNSF to access Caldweli-Placedo via 

Flatonia as long as UP employs directional running behveen Houston and Placedo. UP 



has also stated that it intends, in the long-term, to discontinue directional operations.-

However, UP's Brownsville Subdivision was highly congested during the service crisis 

and remains vulnerable to a return of congestion. Contrary to UP's assertions, the 

building of a single additional siding at Angleton - to accommodate UP's announced 

return to bidirectional movements - cannot by itself add sufficient capacity to alleviate 

the operating problems on the whole Brownsville subdivision. See V.S. Handley at 46. 

In addition, UP makes no commitment regarding the date it expects to complete the 

siding or when it expects to start the planned bidirectional movements which would then 

move BNSF and Tex Mex back to their original permanent trackage rights lines ~ BNSF 

via Algoa-Placedo and Tex Mex via Flatonia-Placedo. 

BNSF also disagrees with UP's assertions that BNSF's use of the alternative route 

between Placedo and Caldwell via Flatonia would not have a positive impact on Houston 

traffic and congestion. See V.S. Handley at 47. UP's traffic flowing northbound on the 

UP route to Algoa moves, in most instances, into the Houston terminal. When the 

tenninal is congested, UP trains back up onto the Placedo-Algoa route. If BNSF trains 

are also operating over the line, they are negatively impacted by the decline in the line's 

capacity as meeting and passing siding space is consumed by staged UP trains. 

Because BNSF trains would have Temple. TX, not Houston, as their destination, it 

- UP's Opposition is contradictory on its plans for directional running. On the one 
hand, UP seems to contemplate directional running on the Flatonia route for southbound 
trains. On the other hand, UP also contemplates njnning northbound trains on the same 
"directional" route. See V.S. Handley at 45-46. 



makes little sense to add them to the Houston traffic or to subject them to Houston 

congestion. 

UP apparently agrees with the logic of BNSF's position - if applied only to UP. 

In Dennis Duffy's September 18 verified statement, he states that BNSF's request "would 

reduce traffic on the Algoa line." UP's Opposition, Verified Statement of Dennis Duffy 

at 23 (chart). He then argues that BNSF should not be granted long-term trackage rights 

via the Plarjdo-Flatonia-Caldwell route because "those rights would limit our ability to 

reroute traffic from the Rio Grande Valley toward the Midwest, which now runs through 

Houston, to the bypass route through Flatonia." id, if rerouting UP's traffic to the 

bypass route assists Houston-area operations, the same solution should apply with equal 

force to BNSF traffic. Thus, BNSF could join in UP's proposed northbound directional 

flow to the benefit of both railroads. 

Forcing BNSF to route its south Texas tiiis traffic through Houston clearly impacts 

its ability to function as a competitive alternative to UP service. Pre-merger, SP was 

able to use its Flatonia-Placedo route to avoid Houston and could control its operations, 

independent of UP, when serving competitive customers. However, BNSF's existing 

rights make its operations dependent upon UP's unilateral operating decisions. UP's 

unilateral and unanticipated institution of directional flows behveen Houston, Flatonia and 

Placedo has limited, and continues to limit, the ability of BNSF to plan for the future 

because this directional operation remains "temporary." As a result, BNSF cannot 

efficiently plan schedules and operate over the trackage rights as part of through routes 



over its system, thereby disrupting BNSF's use of its resources, including crews, 

facilities, and equipment and its ability to make service offerings to shippers. 

To offset these adverse impacts, BNSF requested that the Board grant it 

permanent bidirectional overhead trackage rights on UP's Caldwell-Flatonia-Placedo line, 

whether or not UP discontinues directional running. The line is depicted on Map 1. 

BNSF needs this operational flexibility to avoid routing its trains through the Houston 

area, thereby removing additional sources of congestion in that area. The potential for 

renewed congestion would be particulariy high if UP traffic, nearly all of which does have 

to pass through the Houston area, is staged on this line awaiting entry to the Houston 

terminal area. 

B. BNSF Trackage Rights Over Both the UP Line and the SP Line from 
Hariingen to Brownsville 

UP's Opposition states that it is prepared to grant most of the rights BNSF seeks 

at Brownsville from the Board. UP's offer to BNS^ (and BRGI) was set forth in a 

September 5 letter from John W. Holm of UP to Rollin Bredenberg of BNSF and Larry 

Cantu of BRGI; this letter was attached to ttie Verified Statement of Gary W. Norman as 

part of UP's Opposition. On September 14, Mr. Bredenberg of BNSF responded that 

BNSF was studying UP's proposal and recommended, upon conclusion of that review, 

that the three parties meet to discuss and resolve issues concerning BNSF's operations 

in the Hariingen-Brownsville-Matamoros, TX area. 

While progress has been made, there are some issues remaining which require 

Board intervention. Under UP's proposal, BNSF would have to operate over the former 

SP route ftom Hariingen Tto downtown Brownsville to reach the junction with UP, 



located in the middle of a downtown street. Map 2 depicts the Hariingen to Brownsville 

line. This routing is problematic because of the congestion in downtown Brownsville. 

It also is not consistent with BNSF's request that the Board grant it access to the SP 

line from Hariingen to the point where the SP line intersects with the new bypass 

trackage north of Brownsville, and then down the completed portion of the bypass to the 

Port of Brownsville - a routing designed precisely to avoid the entire downtown 

Brownsville area. UP's proposed routing is also problematic because BNSF has been 

advised that the physical connection behveen UP and former SP trackage in downtown 

Brownsville, proposed by UP to be an essential portion of BNSF's trackage rights route, 

has recently been removed by UP in conjunction with street rehabilitation. 

in addition, UP objects to the appointment of BRGI as a permanent agent to 

perfonn BNSF's service between Hariingen and Brownsville. UP en-oneousiy argues tiiat 

tiie use of BRGI as BNSF's pennanent agent would complicate operations by adding a 

third earner to the B&M Bridge behween Brownsville and Matamoros, Mexico and to the 

operations at Hariingen. UP Opposition at 110-112. 

However, use of BRGI as BNJiF's agent for all traffic moving south of Hariingen 

(including for BNSF unit grain trains moving over the B&M Bridge) would actually 

eliminate a third carrier - BNSF - south of Harlingen. BNSF is not proposing addition 

of a third carrier south of Hariingen to Brownsville and the TFM connection in 

Matamorrs; its proposal would have UP and BRGI operating in this area, similar to the 

pre-merger operations of UP and SP. In other words, if BRGI is not permitted to serve 
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as BNSF's agent, then BNSF would be the third switching railroad if it were to start its 

own operations in the Brownsville area. 

Under BNSF's request, traffic would be interchanged with BRGI at the Hariingen 

Yard and earned by BRGI to Brownsville, the Port of Brownsville and Mexico. BRGI, as 

BNSF's agent, would move all BNSF unit trains of Mexico traffic over the UP line from 

Harlingen to Brownsville. BRGI, as BNSF's agent, would use th3 SP line and the 

completed portion of the Brownsville bypass line to move Brownsville and Port of 

Brownsville traffic, consisting primarily of other export traffic and general merchandise 

and other carload traffic, to and from those mari<ets. 

Trackage rights over the SP line behveen Hariingen and the completed 

Brownsville bypass trackage would only be necessary until UP completes construction 

of tiie bypass connection firom the UP line to the SP line north of Brownsville. Once this 

connection is complete, BRGI, as BNSF's agent, would use its trackage rights over the 

UP line to access the connection for traffic destined for Brownsville and the Port of 

Brownsville. 

C. BNSF Trackage Rights On UP's Taylor-Milano Line 

UP argues that granting BNSF's request would harm operations by placing 

additional trains on the Taylor-Milano segment, which UP claims is near capacity, and 

by adding conflicting movements against UP's flow of traffic toward the northeast, 

creating train delays and congestion. UP Opposition at 120. Map 3 depicts this line. 

UP is simply wrong about the operations on these lines. The Taylor-Milano line ~ the 

same line used by pre-merger SP ~ over which BNSF seeks rights is not as congested 
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as the Taylor-Smithville-Sealy line, where BNSF has existing rights and is currently 

operating for much of this traffic. 

Nor is it accurate that adding bidirectional BNSF trains to the Taylor-Milano line 

would cause interference with its intermodal, automotive and manifest trains headed 

northeast on the line. V.S. Handley at 47. According to the Dispatching Protocol, 

BNSF's trains transporting aggregates that would be operating on the Taylor-Milano line 

would be given a lower priority than UP's intermodal, automotive and manifest trains. 

Also, because the Taylor-Milano route is considerably shorter than the Taylor-Smithville-

Sealy route, BNSF's trains would be off UP trackage rights and out of UP's way 

considerably sooner, and with less opportunity fcr congestion, than continuation of tiie 

present operation. 

D. Neutral Switching Supervision Of The Baytown/Cedar Bayou Branches 

UP has repeatedly acknowledged that there is limited capacity on the Baytown 

and Cedar Bayou Branches, and that the branches do not have the infrastructure 

necessary to support separate BNSF and UP switching operations within each customer 

facility. Given these facts, it is difficult tc understand UP's opposition to BNSF's request 

that would provide a workable and realistic resolution for the operational constraints for 

both UP and BNSF on the branches. Instead of recognizing the benefits of BNSF's 

proposal, UP's opposition dwells on operating problems, alleging that BNSF contributes 

significantly to the capacity problems. However, as UP itself acknowledges, it 

contributes to the capacity problems on the branch by blocking the mainline, sometimes 

hvo or three times a day ~ delaying BNSF trains while UP performs switching at the 
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Sjolander facility. See V.S. Handley at 48-49. BNSF also occasionally performs 

switching on the mainline when it has long cuts of cars. 

Because both UP and BNSF at times need to use the mainline to switch traffic, 

neutral switching on the Baytown and Cedar Bayou Branches would significantiy help 

with the problems both UP and BNSF encounter on these lines. The lines are depicted 

on Map 4. It would permit better planning and coordination of switching activities, would 

give customers as well as UP and BNSF tiie certainty of equal treatment with a "neutral" 

party supen/ising the switching, and would reduce the number of movements on the line 

because only one entity would be performing switching for BNSF and UP, not hvo as is 

currentiy the case. 

The proposal would also reduce burdens on shippers. Operationally, It Is very 

difficult for most customers to accommodate being switched by hvo carriers in a 24-hour 

pericd. Double-switching requires the shipper to have enough in-plant capacity to 

separate shipments for both railroads on a daily basis, which frequentiy requires the 

customer to have, at the very least, duplicate trackage and facilities or its own in-plant 

switcher to provide the required separation of shipments. In addition, the customers 

must have duplicate car tracing, billing and reporting systems. Finally, the customers 

need to be able to "shut down " their rail operations hvice daily, if they are to be switched 

by two rail carriers, in order for cars to be placed for loading or unloading, or pulled for 

outbound movement. For most customers along the Baytown and Cedar Bayou 

Branches, this has proved, so far, to be a significant barrier to the use of both BNSF and 

UP direct, in-plant switching services. As a result, BNSF is at present directly switching 
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only hvo customers on the Baytown Branch, despite having offered, since early May 

1998, customers the access to direct BNSF switching services. 

UP's data allegedly showing that BNGF s hsiilage movements from the branch 

experience transit times comparable with those of UP's shipments is flawed. UP claims 

that, since BNSF's haulage shipments are andled in the same trains as the UP 

shipments, they cannot be receiving inferior treatment. Yet data provided by UP itself, 

see Verified Statement of Jerry S. Wilmoth at 8, shows differing levels of service in July 

and August 1998 which undercut comments about BNSF and UP traffic receiving 

identical service: in July, transit times to BNSF at "Baytown" (should be Dayton) were 

half a day shorter than UP's transit times; in August, half a day longer. While BNSF 

does not have comparable data on UP traffic, Mr. Wilmoth's statements about different 

transit times behveen BNSF and UP shipments contradict UP's assertions that these 

shipments receive the same service because *h«»y move on the same trains. 

UP's Opposition also misstates BNSF's position. BNSF has stated that, for a 

significant period of time up to and after July 8, 1998, BNSF was receiving inferior 

service because UP was unable to consistently meet the transit standards established 

with BNSF for movement of loaded cars off this line. Although UP is now meeting and, 

in some cases, exceeding those standards,- it is still the case that UP switch and 

haulage service to BNSF for customers on the Baytown and Cedar Bayou Branches 

- As explained in BNSF's Application, much of the reason for this improvement 
stems from BNSF's close car-by-car monitoring and communication with UP, as carried 
out by BNSF's Logistics Trackage & Haulage Team in Fort Worth. See Application, V.S. 
Rickershauser at 11. 
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remains totally under the control of UP. UP's switch and haulage service for BNSF is 

11 c overed by the Dispatching Protocol. 

Because UP solely controls its switch and haulage service to BNSF, it can 

intentionally or unintentionally degrade its service for BNSF destined traffic. For 

example, cars moving from plastics shippers on the line through the Sjolander Dayton 

Storage-In-Transit (SIT) facility are mostly unaffected by differential switching service: 

the roadhaul carrier for these outbound shipments is not identified until, in the vast 

majority of cases, the cars are at the SIT. At that time, the SIT blocks the cars for 

interchange to UP or BNSF directly. However, inbound cars, which BNSF originally 

delivered to UP at Dayton sr,d UP now requires be delivered at Houston, are more 

affected by differential switching. Besides tiie potential for delay on the Bayt /wn Branch 

itself, in part due to tiie inadequate movement and status reporting UP concedes, there 

is additional dwell time of these cars moving through additional yards and interchanges 

in Houston. 

UP's allegations, contained in UP's Reply filed September 30, 1998 in the Sub-No. 

21 oversight proceeding, ttiat BNSF has "never" presented joint-facility issues concerning 

the Baytown Branch to the Joint Service Committee, established pursuant to the 

Dispatching Protocol, for resolution are inaccurate. UP's Reply at 59. Indeed, BNSF 

has previously raised issues to the Joint Service Committee about problems with 

haulage on tiie Baytown Branch. UP's allegation that a BNSF representative stated that 
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BNSF had no problems with UP's haulage service is also inaccurate; UP's officials are 

simply mistaken or misunderstood discussions that occurred.-

Thus, UP's opposition to BNSF's request is baseless. UP has expressed its 

unhappiness about provkiing haulage service to BNSF, but it is also unhappy about the 

congestion problems caused by BNSF's switching operations on these lines. While 

customers are entitled to access under Decision No. 44 to competitive BNSF service on 

the Baytown and Cedar Bayou Branches, they are left with a choice behveen UP 

reciprocal switch/haulage service to reach BNSF or the "double" daily switching by both 

UP and BNSF which many, if not most, cannot accommodate. UP has yet to offer a 

workable proposal that would allow BNSF to compete effectively with UP. in contrast, 

BNSF's proposed neutral switching supervision would reduce switching moves and the 

number of trains operating on the branches toward tha line's capacity, meet the needs 

of customers, and address the complaints of both UP and BNSF. 

E. BNSF Trackage Rights Over Any Lines Over Which UP 
Commences Directional Operations 

As shown by the events that have occurred since the UP/SP merger and the 

service crisis, UP's long-term operating plans with respect to directional operations 

remain uncertain a.'d unknown. Indeed, directional running was originally contemplated 

in its operating plans to be used only in limited circumstances such as on SP's "Rabbit" 

line behveen Houston and Lewisville and in Central Texas. However, post-merger, UP 

has unilaterally decided to institute additional directional operations on UP's Flatonia-

* In fact, I do not bel'3ve ttiat a meeting took place on September 16 as UP states; 
I recall a meeting on September 22. 
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Placedo-Algoa routes, the UP and SP Baytown Branches, the UP and SP routes 

between Houston and Beaumont and, ultimately when track work is completed, the UP 

and SP lines behveen Beaumoni, lowa Junction and Kinder, LA. 

The operational impacts of directional running for the merger, both positive and 

negative, were recognized by a number of parties in the UP/SP merger proceeding. On 

the positive side, directional running could increase a line's cap3ci*y. However, 

opponents to Oie UP/SP merger, notably Conrail and KCS, "argued that BNSF will face 

crippling operational obstacles in providing service over these trackage rights. They 

argue that BNSF's service will be hampered by going against the flow of the directional 

running of certain lines . . . ." Oecision No. 44 at 132. The Board's decision, which 

included adoption of the CMA Vjreement, addressed the issue of directional running by 

granting BNSF additional trackage rights specifically lo join UP's directional flows 

behveen Houston, Memphis and uie St. Louis area. These parties, as well as UP and 

BNSF, recognized that BNSF could not provide competitive service to "2-to-l" customers 

in a trackage rights corridor if BNSF -jvM not "go with the flow" of UP's directional 

operations. 

UP fully understands the issues for BNSF's operi? ;ons of being required to run 

bidirectionally in a corridor where UP has instituted ctrectional running. When it 

discus^-'d the commencement of directional running behveen Flatonia and Placedo in 

November, 1997, Mr. Handley, UP's operating witness, stated that "BNSF joined in the 

directional operation by running its trains south from Caldwell to Placedo through 

Flatonia. This kept BNSF trains from running against the flow of traffic." V.S. Handley 
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at 46. At tiiat time, UP recognized tiiat having as many trains as possible running in the 

same direction in a directional corridor, without regard to ownership, is the best way to 

maximize available capacity and minimize or avoid congestion on a route. 

BNSF's actual operations and service have been, and will continue to be, 

adversely impacted by UP's decision to adopt these directional operations if BNSF has 

trackage rights over some, but not all. of the routes where UP is operating directionally. 

BNSF simply cannot provide consistent, reliable and competitive service to customers 

when it is forced to operate "against the flow." Nor does the future hold the prospect of 

improved BNSF operations since UP can decide to institute directional operations on 

other routes (just like it did on the Baytown Branch), forcing BNSF to move against the 

UP flow to serve any BNSF customers directly or reroute trains over other heavily 

congested lines. Pre-merger SP was not operating with these uncertainties or 

constraints. 

Another example, as previously descnbed in my eariier Verified Statement 

contained in BNSF's Application, is reflected in UP's decision to commence northbound 

directional running on the former SP line from Waxahachie to Fort Worth, over which 

BNSF has trackage rights.- Map 5 depicts these trackage rights. UP's decision to 

commence directional operations will make it difficult for BNSF to run southbound traffic 

- In my verified statement contained in BNSF's Application, i discussed the Fort 
Worth to Waxahachie line as an example where UP has begun or plans to begin 
directional operations and BNSF has been unable to secure trackage rignts over the 
bidirectional route. This situation also has arisen, or may soon arise, on UP's routes 
behveen Taylor and San Antonio, TX, and on ttie Baytown Branch behveen Houston and 
Baytown. 
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over its trackage rights line from Waxahachie to Fort Worth, delaying BNSF traffic and 

potentially contributing to congestion in the Fort Worth area with negative impacts on 

shippers. Various shippers like the Texas Municipal Power Agency, Houston Light and 

Power, and Texas Utilities Electric Company are supporting BNSF's request for trackage 

rights over UP's line behveen Fort Worth and Dallas so that BNSF can offer competitive 

service for traffic moving southbound from Fort Worth. 

UP's threat to discontinue use of directional operations in the event the Board 

were to grant BNSF's request for trackage rights behveen Fort Worth and Dallas (and 

possibly elsewhere) if BNSF is granted tiie right to join directional operations sfiows that 

UP's decisions about its operating practices in the Houston/Gulf Coast area have been 

and will continue to be based on its perceived self-interest, irrespective of proven 

efficiencies presented by an alternative operating practice. 

F. BNSF Additional Trackage Rights on UP/SP Lines in the Houston 
Terminal Area for BNSF to Operate over Any Available Clear Routes 
Through the Terminal as Determined and Managed by the Spring 
ConsoI'dated Dispatching Center, Including, but Not Limited To, the 
Former SP Route Between West Junction and Tower 26 Via Chaney 
Junction. 

Contrary to UP's opposition, this request would not permit BNSF any new 

competitive access to shippers. It would permit the disp.^tchers and corridor managers, 

already wcri<ing in the Spring Center, to take advantage of every possible route to move 

through trains of UP, BNSF and Tex Mex tiirough Houston in order to keep the Houston 

temiinr' 'X)mplex as fluid as possible. Today, there is an artificial barrier to dispatching 

trains within and through the Houston ten .iinal area. Map 6 depicts the Houston terminal 

area. Dispatchers cannot dispatch BNSF or Tex Mex trains over routes where the 
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can'ier it net Uis owner or does not have trackage rights. While BNSF's nehvork in the 

Houston area is limited, UP already has unrestricted trackage rights over ali BNSF 

Houston terminal area routes including, as negotiated in February, BNSF's strategic 

Houston "bypass" line behveen Beaumont and Navasota via Cleveland and Conroe. 

G. Trackage Rights On UP's San Antonio-Laredc Line 

UP's and Tex Mex's opposition to BNSF's request for trackage rights to Laredo 

raises a number of operating issues that can be resolved with expanded capacity to 

accommodate additional traffic. Map 7 depicts the San Antonio to Laredo line. If the 

Board were to grant BNSF's request, BNSF is willing to enter into discussions with UP 

and Vex Mex as to what capital is necessary to support BNSF's additional movements. 

With respect to operations at the international Bridge at Laredo, it is anticipated 

that customs activity will not be performed on ttie Bridge as has been past practice, thus 

fi'eeing up operating windows for ti'ain movement between the United States and Mexico. 

Moreover, were tiie Board to grant BNSF's request, BNSF believes that it would be able 

to work with the other carriers to establish a mutually acceptable time frame for its 

operations. 

In addition, UP has built a crossover at Heafer, TX behveen the UP and SP 

mainlines tiirough San Antonio, pemnitting UP to route ti'ains around its congested SoSan 

Yard using the SP double track, easing congestion at that point. Accordingly, BNSF's 

operations using this same trackage will have no adverse impact on yard operations at 

SoSan Yard. 
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VERIFIED STATEMENT 
OF 

HAROLD F. WEDDLE 

My name is Harold F. Weddle, and I am Assistant Vice President, Mexico 

Business Unit, for The Buriington Northern and Santc Fe Railway Company ("BNSF"). 

My business address is 2650 Lou Menk Drive, Fort Worth, TX 76131. In my position, 

I am responsible for developing and managing Mexico business for BNSF. 

I started my rail career with the Southern Pacific Transportation Co. in 1955, 

progressing through many operating positions to head up SP's first intermodal operating 

and marketing business unit from 1968 to 980. From 1980 until 1988, I operated a 

small ^warehousing and trucking distribution service in Houston, TX. From 1988 until 

early 1991, I worked with American President Distribution Services ("APDS") and, in 

particular, helped develoo stack train services for American President Lines ("APL") into 

and out of Mexico. From 1991 until 1996, I was Director of Sales for SP's Mexico 

Business Unit, headquartered in Houston, TX. In January, 1997, I joined BNSF to assist 

in establishing a Mexico business unit, for which I am now responsible. I received a 

BBA degree from the University of Houston in 1961. 

I am submitting this Verified Statement to respond to certain allegations made by 

the Texas Mexican Railway Company ("Tex Mex") in its September 18, 1998 response 

("Tex Mex Opposition") to BNSF's July 8, 1998 Application for Additional Remedial 

Conditions Regarding the Houston/Guif Coast Area. Specifically, as a part of its 

response, Tex Mex submitted the Verified Statement of its President, Larry D. Fields, to 

respond to BNSF's contention that the Board should grant BNSF trackage rights over 



UP's San Antonio-Laredo line because BNSF has been unable to establish a competitive 

long-term interchange arrangement with Tex Mex for traffic to and from Mexico via 

Laredo. Mr. Fields asserts that the Terni Sheet Agreement proposed to BNSF in 

mid-May of this year by Tex Mex was acceptable to BNSF's negotiators although it was 

not accepted by BNSF's upper management. As I explain below, the provisions of Tex 

Mex's proposed Term Sheet Agreement were not acceptable to any of BNSF's 

negotiators, including myself, because, in fact, the provisions proposed in the Term 

Sheet Agreement would not enable BNSF to compete effectively over the Laredo 

gateway. 

In its decision approving the UP/SP merger, the Board imposed hvo conditions 

that were intended to ensure that tiie merged UP/SP system faced competition for traffic 

crossing behveen the United States and Mexico at Laredo. The first condition embodied 

in the settlement agreement behveen UP/SP and BNSF. gave BNSF a connection to Tex 

Mex at Corpus Christi to create a BNSF/Tex Mex routing over Laredo The second 

condition gave Tex Mex a connection to the Kansas City Southern Railway Company 

("KCS ") at Beaumont to create a KCS/Tex Mex routing over Laredo. 

Since the merger, BNSF and Tex Mex have cooperated where possible with each 

other to make the BNSF/Tex Mex routing a reality, and have continued negotiations in 

an attempt to reach a durable, long-tenn agreement ttiat wouW make the BNSF/Tex Mex 

routing attractive to shippers and market competitive. Of course, UP was and is the 

dominant rail competitor at the Laredo gateway. Therefore, our negotiations had to 

factor in the circuity of the BNSF-Tex Mex route to Laredo, rxsmpared with UP, as well 



as the interrelationship of making our hvo-line haul competitive with a fi-equently more 

direct single-line haul. 

BNSF and Tex Mex began negotiating on these issues to reach a longterm 

interline agreement in 1996. Beginning in midyear 1997, Pete Rickershauser. Richard 

Miller and I became responsible for these negotiations, working with Mr. Fields of Tex 

Mex, and, o . occasion, senior representation from KCS and Transportacion Ferroviaria 

Mexicana ("TFM"). As a result of our mutual efforts, BNSF and Tex Mex reached 

agreement in late February of this year on ttie provisions of such a long-tenn agreement 

which would have enabled us to jointly offer a competitive service product via the Laredo 

gateway. In fact, BNSF was prepared to execute this agreement on March 5, 1998 at 

a scheduled meeting in San Antonio, but we were advised by Mr. Fields that the 

provisions were unacceptable to Tex Mex's parent, KCS, and no final agreement was 

executed. As BNSF has previously advised the Board, BNSF was unaware until that 

time that the December 1995 Joint Venhjre agreement behveen KCS and Transportacion 

Maritama Mexicana ("TMM") might limit tiie ability o7 Tex Mex to accept the terms it had 

agreed to in the ongoing BNSF/T ex Mex negotiations 

Subsequently, negotiations resumed and, as Mr. FieWs has outlined in his Verified 

Statement, Tex Mex proposed a 'evised Term Sheet Agreement to BNSF in May 1998. 

Mr. Fields told us that Tex Mex was unable to resolve any of BNSF's concerns about the 

high level of rates and divisions in Tex Mex's proposed Term Sheet Agreement and that 

essentially BNSF would have to "take it or leave it". Mr. Fields' assertion that the 

proposed Term Sheet Agreement was acceptable to "BNSF negotiators" is inaccurate. 



Neither I nor any of BNSF's other negotiators believed that the provisions were 

acceptable, and we explicitiy advised Mr. Fields of our concerns and reservations. 

Indeed, it was only at Mr. Fields' insistence that the Term Sheet Agreement be 

presented to BNSF s upper management that we agreed to do so. Upon review of the 

proposed Terni Sheet Agreement by BNSF's upper management, it was determined that 

BNSF would affirm the position taken by its negotiators that the terms were 

unacceptable, did not permit BNSF to be competitive, and had, in fact, changed 

considerably from those agreed lo in late February. 

Mr. Fields asserts that Tex Mex's proposed Term Sheet Agreement would enable 

BNSF to compete with UP because (i) the agreement would provide BNSF with the 

authority to quote through rates over Tex Mex's lines, (ii) the agreement would establish 

a mechanism for addressing situations where ttie divisions set by the agreement caused 

specific movements not to be competitive and imposed an obligation on the parties to 

negotiate in good faith to make the divisions market competitive if economk:ally feasible; 

and (iii) the agreement would be "long-tenn" (five-year initial term renewable for 

successive five-year terms). Tex Mex Opposition at 11-12. 

However, these provisions were not sufficient to meet BNSF's, or the market's, 

commercial needs. While BNSF would indeed have the authority to quote through rates 

over Tex Mex's lines, the level of divisions provided in the agreement would not have 

permitted BNSF to be competitive, in my estimation, for traffic moving to or from Mexico 

via the Laredo gateway. In addition, while ttie agreement wouM have allowed the parties 

to negotiate competitive rates for specific movements, the basic level of the divisions in 



ttie term sheet agreement would have meant that neariy every opportunity would have 

to be .egotiated, a laborious and time consuming process, frequently time-constrained 

because of customers' requirements and UP's ability to quote single-line pricing and 

service packages. While the proposed agreement provided for a five year term with 

renewal provisions, the agreement also contained a clause where either party could 

tenninate it in the second year. This cancellation provision obviously made it difficult for 

BNSF to negotiate long-term, stable contracts and service products in response to 

shippers' needs, a factor not hampering any of our rail competitors over the Laredo 

gateway. 

While it seemed apparent to me that Tex Mex and TFM negotiators worked with 

BNSF in good faitii, and tiled repeatedly to reach an agreement pennitting both Tex Mex 

and BNSF to increase our mutual ti-affic through the Laredo gateway over the long tenn, 

our efforts were undone time and again by ttie need to secure KCS approval, which was 

never granted. 
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In the Matter of 

Union Pacific Corp., Union 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 Rio Grande 

Western Railway Co. 

Finance Docket No. 32760 (Sub-Nos. 26, 30 and 32) 

[Houston/Gulf Coast Oversight] 

Verified Statement of 

Joseph P. Kalt 



I QUALIFICATIONS AND INTRODUCTION 

My name is Joseph P. Kalt. I am the Ford Foundation Professor of fntemational 

Political Economy and former Academic Dean for Research at the John F. Kennedy School 

of Govemment. Harvard University, Cambridge, Massachusetts 02138. I am also the Faculty 

Chairman ofthe Economics and Quantitative Methods Program at the Kennedy School. In 

addition. 1 work as an economic consultant with The Economics Resource Group, Inc., One 

Mifflin Place, Cambridge, Massachusetts 02138. The Economics Resource Group is an 

economics consulting f.rm specializing in matters of antitrust and regulated industries. I 

have previously filed a verified statemem in this matter,' and here submit a statement in 

response to issues now raised in the statements of other parties. 

I received my Ph.D. (1980) and my Master's (1977) degrees in economics from the 

University of Califomia. Los Angeles, and my Bachelor's (1973) degree in economics from 

Stanford University. I an. a specialist in the economics of regulation and antitrust, with 

particular emphasis on the natural resource, transportation, and financial sectors I have 

published, taught, and testified extensively on die regulation of industry in die United States. 

Prior to joining the faculty at Harvard in 1978, I served on the staff of the President's 

Council of Economic Advis-trs (1974-75), with responsibility for economic analysis of 

regulated industries (including railroads). From 1978-86,1 served as an Instmctor, Assistant 

Professor, and Associate Professor of Economics in the Department of Economics, Harvard 

STB Finance Docket No. 32760 (Sub No. 26), Union Pacific Corporation, Union Pacific Railroad 
Company, and M.ssour, Pacific Railroad Company - Control and !5ergcr - Soutlem PaciS R f̂l 
C o T a d th n ' H P ' Transportation Company. St. Louis Soutlfwestem Railway Comply SPCSL 
Corp.. and the Denver and R.o Grande Westem Railroad Company [Houston/Gulf Coast OverSS 



University. In these capacities. I had primary responsibility for teaching the graduate and 

undergraduate courses in the economics of antitrust and regulation. Since joining the faculty 

ofthe Kennedy School as a Professor in 1986,1 have continued to teach on such matters in 

graduate courses cov ering microeconomics for public policy analysis and natural resource 

policy. 

In addition to my research and teaching, i have testified in numerous legal, 

regulatory, and congressional proceedings conceming matters of competition and regulation. 

I have submined expert verified statements before the Interstate Commerce Commission 

(ICC) and its successor agency, the Surface Transportation Board (STB or the Board), on a 

number of occasions, including proceedings related to tlie consolidation of the Burlington 

Northem and the Santa Fe railroads, the consolidation of the Union Pacific and the Southem 

Pacific railroads, and previously in this proceeding. I have also provided testimony as an 

expert on issues of competition and regulation before the U.S. Congress, the U.S. Federal 

Energy Regulatory Commission, the U.S. Department of Commerce, the U.S. Department 

ofthe Interior, various state public utility commissions, the Federal Court of Australia, and 

in numerous U.S. federal and state court proceedings. 

In the present oversight proceeding, The Burlington Northem and Santa Fe Railway 

Company (BNSF). among others, has proposed modifications of conditions imposed as part 

of the Union Pacific/Southem Pacific (UP/SP) merger. The proposed modifications and the 

response by UP and odier parties raise questions about the appropriate public policy standard 

Verified Statement of Joseph P. Kalt, Jul; 8, 1998. 



for merger oversight. I have been asked by BNSF to consider the extent to which the 

following requests for remedial conditions are consistent with appropriate policy 

considerations in a merger oversight proceeding: 

• Permanent bidirectional trackage rights on UP's Caldwell-
Flatonia-San Antonio and Caldwell-Flatonia-Placedo 
lines; 

• Trackage rights over both the UP line and the SP line 
between Harlingen and Brownsville (until UP constructs 
a connection between the UP and SP lines at Brownsville, 
completing the bypass project); 

• Trackage rights on the UP Taylor-Milano line; 

• Neutral switching supervision on the former SP Baytown 
Branch and Cedar Bayou Branch; 

• Trackage rights to enable BNSF, should it determine to do 
so. to join the directional operations over any UP line or 
lines where UP commences directional operations and 
where BNSF has trackage rights over one, but not both, 
lines involved in the UP directional flows, including, 
specifically, over the Fort Worth to Dallas, TX line (via 
Arlington); 

• Trackage rigl ts on additional UP lines in the Houston 
terminal area for BNSF to operate over any available clear 
routes through the terminal as determined and managed 
by the Spring Consolidated Dispatching Center, including, 
but not limited to, the fonner SP route between West 
Junction and Tower 26 via Chaney Junction. 

In perfi rming this analysis. I first address the standards that, consistent with sound 

economic policy, should be applied to merger oversight and address issues raised by the 



responding parties conceming these conditions. I then apply those standards to the requests 

of BNSF. 

I conclude that BNSF's requests for modifications of the rights it received under 

Decision No. 44' that I have examined are consistent with appropriate standards of regulatory 

oversight. Under these requests, BNSF does not seek access to new shippers; rather. BNSF 

desires to respond to specified operational issues that impact the efficacy of the operating 

rights originally granted BNSF in Decision No. 44 to maintain competitive service to 

shippers who otherwise would have been adversely affected by the UP/SP merger. By 

maintaining the basic competitive stmcture envisioned by the Board and enabling BNSF to 

provide the quality of service necessary for it to serve as an effective competitor to UP, the 

cĥ n̂ges sought by BNSF would continue to maintain and further the public benefits which 

the F(oard determined would result irom the merger. In contrast, if BNSF cannot provide the 

quality of service necessary to serve as a long-term effective competitor, the public benefit 

arising from the merger will be adversely impacted. 

II. ECONOMIC POLICY UNDERLYING MERGER OVERSIGHT STANDARDS 

In reviewing rail merger applications, the Board has frequently determined that 

conditions are necessary to preserve competition that might otherwise be eliminated as a 

result of the consolidation of two carriers into one. Thus, the merger approval process is 

employed to protect existing levels of competition; it is not the venue for using regulatory 

^ STB Finance Docket No. 32760. Union Pacific Corporation. Union Pacific Railroad Company, and 
Missouri Pacific Railroad Company—Control and Merger—Southem Pacific Rail Corporation, Southem 
Pacific Transportation Company, St. Louis Southwestem Railway Company, SPCSL Corp.. and the Denver 



policy to try to inject expanded competition into affected rail markets.̂  The Board's 

underlying approach is consistent with sound economics underiying merger policy: merger 

oversight is properly used solely to protect and preserve competition that would otherwise 

be reduced or eliminated by the merger. 

In Decision No. 44. the Board followed these objectives in approving an extensive 

negotiated agreement between BNSF and UP that preserved competitive options for rail 

shippers through a combination ot trackage rights, haulage rights, line purchases, and build-

in/build-out rights, with the majority of concems resolved through trackage rights 

agreements. In addition, the Board approved a number of other competition-preserv ing 

conditions, including a five-year oversight process designed to enable the Board to monitor 

the efficiency of adopted procedures for maintaining competition at no less than pre-merger 

levels. The Board's continuing oversight role allows it to monitor how the merger conditions 

are fiinctioning in practice in promotion of the competitive goals established in Decision No. 

44 under the initial decision, and fine-tuning those conditions as warranted. 

The economic rationale properly underlying the standards for oversight and 

modification of initial remedial conditions is the same as for initial review. Merger 

conditions are designed to maintain pre-merger levels of competition, at adequate levels of 

serv ice quality, in a manner that preserves potential public benefits arising from the merger. 

Rio Grande Westem Railroad Company. Decision No. 44. served August 12, 1996. 
' STB Fmance Docket No. 32760, Union Pacific Corporation, Union Pacific Railroad Company, and 
Missouri Pacific Railroad Coi' any—Control and Merger—Southem Pacific Rail Corporation, Soutiiem 
Pacific Transportation Company, St. Louis Southwestem Railway Company, SPCSL Corp, and the Denver 
Rio Grande Westem Railroad Company, Decision No. 44, served August 12, 1996. 



In practice, this means introducing effective railroad altematives for "2-to-r' shippers to 

replace competitive rail options that would otherwise be lost as a result ofthe merger. The 

merger oversight process, designed to determine whether the selected conditions have in fact 

preserved effective railroad altematives for "2-to-l" shippers, is certainly not the appropriate 

venue for more intrusive intervention, such as the pursuit of a general policy of divestiture 

or open access. It also is imsound economic policy to renegotiate, through after-the-fact 

regulatory imposition, new conditions on a merged railroad in the absence of evidence or 

experience that the conditions designed to preserve pre-merger competition have not been 

or are likely not to be effective. Nevertheless. :iven the complexity of the national railroad 

system, the operational changes resulting from the merger of two extensive railroad systems, 

and the impacts that the actions of the merging railroads may have upon a replacement tenant 

competitor, it would hardly be unexpected that some specific operational rights would 

require fine-timing based on experience and the evolution of events. 

What kinds of situations can warrant after-the-fact alterations of already-approved 

merger conditions? As pointed out in my first verified statement in diis matter, a merger 

which yields operational benefits from economies of scale and network integration can, in 

fact, strain the physical capacity of a post-merger system. The resulting service problems 

can. as has happened in the case of the UP, have deleterious effects on the service offerings 

which a competitive r. 'road can provide, and this can inhibit the competitive force of that 

railroad. In addition, in the case of a far-reaching industrial restmcturing such as the UP/SP 

merger, unforeseen developments may arise that serve to offset the competition-preserving 



results that original conditions were hoped to have. Finally, particularly when original 

conditions rel> on the merged company to accept a competitor as a tenant (as under trackage 

and haulage arrangements), the prospect of self-serving, discriminatory behavior can threaten 

structural approaches to trying to preserve competition. Indeed, even if the inciunbent 

railroad does not i 'end to discriminate against its tenant, one would expect the incumbent, 

particularly an incumbent responding to crisis and severe operational distress, to take steps 

to remedy its problems without regard to possible discriminatory or adverse impact on the 

tenant and the quality' of service that the tenant can provide as a competitor to the incumbent 

L'nder such circumstances, it is not at all inconsistent with sound merger policy for the 

Board to exercise oversight authority and redress the deleterious impacts on the ability ofthe 

tenant to serve its role as replacement competitive carrier. 

This last point deserves emphasis. The efficacy of stmctural conditions, such as 

trackage or haulage rights, depends on the behavior of the landlo-d railroad. This is 

exemplified by the BNSF/UP agreement approved in Decision No. 44. The competitive 

altemative provided by BNSF's agreements utilizes, variously, haulage services and trackage 

righis provided by UP. While such arrangements can effectively introduce competitive 

altematives to shippers, they require the new competitor to rely on the service and operations 

of the competing merged lailroad to provide service which maintains competition at a quality 

and level necessary to accomplish the Board's objectives. The practical implementation of 

such arrangements can be very difficult to predict beforehand, and they are further subject 

to the behavioral response of the merged railroads to evolving conditions, such as the service 



crisis in Houston, or changes in operational plans not conceived ol ai the time of the merger. 

As such, arrangements that require the metged railroad to provide access to competitors 

warrant continued oversight, especially as they evolve operationally in response to external 

events and management decisions of the merged railroad. In short, because the efficacy of 

stmctural remedies to merger-related competitive problems depends on post-merger behavior 

ofthe merged firm, it is not at all "going beyond" proper principles of merger policy for the 

Board to concem itself with post-merger behavior and to fine-tune merger conditions as 

necessary. 

These economic principles of competitive oversight are widely applied and are not 

novel to the railroad industry. Regulatory oversight over the actions of an incumbent 

providing access to a competitor in order to preserve or enhance competition, either in the 

context of a merger or in other stmctures in which access or services are provided to 

competitors, is widespread across regulated industries. In the electric, telecommunications, 

ar " natural gas industries, for example, regulators frequently exercise oversight over the 

actions and standards of conduct of incumbents that would have the intended or unintended 

effect of discriminating against tenant service providers and thereby thwarting policies of 

protecting competition. As appropriate, policy then aims to prevent anti-competitive self-

dealing or otherwise self-serv ing conduct."* In the face of such conduct, it is appropriate that 

' See. e^. Federal Energy Regulatory Commission. 18 CFR Parts 35 and 385; [Docket Nos. RM95-{'-000 
and RM94-7-001) "Promoting Wholesale Competition Through Open Access Non-Discriminatory 
Transmission Services by Public Utilities; Recovery of Stranded Costs by Public Utilities and Transmitting 
Utilities • Order No. 888. Final Rule. Issued April 24. 1996. The Telecommunications Act of 1996, 
Federal Energy Regulatory Commission .Docket No. RM87-5-0O0] "Inquiry Into Alleged Anticompetitive 
Practices Related to Marketing Affiliates of interstate Pipelines" Order No. 497. Final Rule. Issued June 1, 



regulators require operational or other changes m the provision of serv ics to competitors. 

The oversight can be in response to proposed operational decisions by the regulated 

incumbent or as a result of changes in the marketplace that require different solutions to 

preserve the desired competitive impact. In either situaiion. the appropriate regulatory goal 

is to insure that ihe intended competitive opportunities are preserved. 

III. BNSF's REQl lESTS FOR CONDITIONS 

The principles outlined above are the appropriate ones for evaluating the remedial 

conditions proposed by BNSF and others. BNSF's proposed conditions that I have examined 

are narrowly drawn and reflect the appropriate scope for the adjustment of remedies in the 

review stages of a merger proceeding. BNSF has identified specific impediments to its 

ability to operate fully in its role as a competitive iltemative to shippers where UP and SP 

would have otherwise competed. As a group, the requested conditions I have examined 

properly are focused narrowly on responding to such impediments, radier Uian on expanding 

its access to shippers. Its requests are thus tailored to making sure that the conditions that 

it originally was granted work to protect competition from merger-related harm. 

The modifications requested by BNSF are limited in scope. They would have the 

effect of coordinating BNSF's operations with UP's new directional running or implementing 

non-discriminatory competitive options to shippers granted access under the terms of the 

merger. BNSF is not asking for access to any shippers it does not aheady have the rights to 

under the terms of the merger decisi*" .. The requested conditions do not represent an 

1988. 
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expansion of competition or access to shippers from that approved by the Board. 

The post-merger service failures of UP are by now well-documented. While the 

recent serv ice problems have apparently receded, the prospect of future reappearance is 

uncertain and, at any rate, this recent experience provides important implications for the 

going-forward oversight of the UP/SP transaction. As far as the effectiveness of the BNSF 

service conditions as protectors of competition are concemed. at least two principles stand 

out. 

First, w hether the impact on BNSF is intentional or not, operational changes by UP, 

taken in response to its service crises, can adversely affect the quality of service that BNSF, 

as tenant, can offer. Examples of such effects are seen, for example, in the effects of UP's 

move to directional mnning on lines upon which BNSF must depend (see, e.g.. Verified 

Statement of Emest L. Hord i. It is not sufficient for UP to attempt to ward off fine-tuning 

of merger conditions by arguing, in essence, diat BNSF's service may have been harmed, but 

UP's service has been equally harmed.' Absent the merger, at least where SP operated on 

its own lines. SP would not have been a dependent tenant on UP. and it would have been 

accordingly relatively insulated from the kinds of deleterious effects of UP's crisis operations 

that a tenant such as BNSF confronts. Under such conditions, therefore, service crises of the 

type that UP has been confronting could well put UP at a relative disadvantage in the 

' STB Finance Docket No 32760 (Sub No. 26), Union Pacific Corporation. Union Pacific Railroad 
Company, and Missouri Pacific Railroad Company — Control and Merger — Southern Pacific Raii 
Corporation. Southem Pacific Transportation Company, St. Louis Southwestern Railway Company, SPCSL 
Corp . and the Denver and Rio Grande Westem Railroad Company [Houstoa'Gulf Coast Oversight], UP's 
Opposition to Condition Applications, Volume 1 - Narrative, at 80. 
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of a tenant such as BNSF by subjecting the tenant to uncertainty and vacillation in the service 

that it can commit to. UP is obviously in a better position to anticipate and adapt the 

operational changes that it undertakes and would undertake in the face of future service 

problems. As such. UP can optimize with respect to its customers' responses. BNSF-as-

competitor. on the other hand, will remain at the mercy of UP's operational behavior — 

absent protections of the kind it is now requesting. If left in its current position, BNSF will 

continue to confront risks and uncertainties that inhibit its ability to make firm cominitments 

of service levels and quality to customers, and to make die long tenn investments to back up 

such offerings — as documented by Mr. Hord's Verified Statement. Again, such dependence 

is the result of its position as tenant and was not faced to the same degree by a non-merged 

SP. Therefore, preserving competition at pre-merger levels properly means fine-tuning 

merger related stmctural conditions to ensure that UP's operational decisions do not have the 

effect of discriminating against BNSF's ability to function as an effective competitive tenant 

under the rights granted in Decision No. 44. BNSF's requested modifications are properly 

seen in this light. 

As discussed in Mr. Hord's Verified Statement, die introduction of directional 

mnning over various lines in Texas, and continuing changes in the implementation of 

directional running adopted by UP. inhibit BNSF's ability to adapt competitively to decisions 

by UP management. These operational changes may yield benefits to UP in the operation 

of the rail network and in relieving congestion, and they may not be intentionally 

discriminatory. It is widely recognized, however, that bi-directional trackage rights on lines 
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that have been changed to directional running can disadvantage the tenant railroad from its 

original competitive position.̂  When this occurs, it is appropriate for the Board to exercise 

its post-merger oversight authority in response. With future marketplace developments 

uncertain, UP's possible responses to various unforeseen developments, and the capacity of 

UP-as-landlord to respond in ways that hinder the effectiveness of the original merger 

conditions, policy should appropriately adopt prophylactic standards which protect 

competition and the effectiveness of the merger-related rights of BNSF. It is no solution to 

the problems that BNSF will face in committing to longer term service and related 

investments to force BNSF to retum to negotiations with UP if and when future problems 

retum. At such times. UP will have little incentive to negotiate provisions which protect the 

service quality of its tenant-rival. Indeed, armed with the capacity to adversely affect 

BNSF's ability to perform its role as a competitor, UP will be in the poshion to extract 

concessions which reduce the public benefit fi-om the planned post-merger operations ofthe 

merger. 

A final, clear illustration of proper fine-timing of the rights granted BNSF in 

Decision No. 44 is provided by BNSF's request for non-discriminatory switching to shippers 

on the Baytown Branch. This is a specific limited response to operational difficulties in 

providing post-merger competitive options that could only be identified with the benefit of 

experience. The evidence presented by Mr. Hord demonstrates the actual operation ofthe 

' Finance Docket No. 32760 (Sub-Nos. 26 et seq). Comments of the U.S. Department of Transportation, 
STB Finance Docket No. 32760 (Sub-Nos. 26 et seq.), September 18, 1998, at 8. 
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merger conditions on the Baytown Branch.* This evidence demonstrates how FiNSF has 

been disadvantaged through the implementation of the merger agreement in its ability to 

provide the competitive option to shippers intended by the Board. The targeted remedy to 

these problems proposed by BNSF is just the type that ought to be granted under 

economically appropriate merger oversight standards. The susceptibility of BNSF's sei'vice 

quality to the vicissitudes of UP's operational behavior also supports BNSI-'s request to 

operate over available clear routes through die Houston terminal area as determined and 

managed by the Spring Consolidated Dispatching Center. This request, which would not 

provide BNSF with access to any new shippers, would enable BNSF to respond to the fluid 

Hou.ston terminal situation as UP continues to adjust its operations tiiere and if and when UP 

finds itself once again facing service difficulties. This condition would prevent UP from 

instituting operational changes which benefit it, but which, coincidentally or not, have 

absolutely or relatively adverse impacts on BNSF's operations. 

* Verified Statement of Emest L. Hord. 



VERIFICATION 

THE STATE OF MASSACHUSETTS ) 

COUNTi^ OF MIDDLESEX ) 

Joseph P. Kalt, being duly sworn, deposes and says that he has read 

the foregoing statement and that the contents thereof are true and correct to 

the best of his knowledge and belief. 

Subscribed and sworn before me on this i l . day ot{jiM,/199a 

HlsWAfl.i'/ih^'^i. 
Notary Public 

My commission expires: '1 - ^( 
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STATEMENTS OF SHIPPERS AND OTHERS 
IN SUPPORT OF APPLICATION 

SUPPORTER NAME 

Abinsa Acero. S.A. de CV. Traffic Customs Department 

AC Humko Jim Fryman 

Alex Trading Inc. Alan L. England 

Algondonera Comercial Mexicana, S.A. de CV. Leopoldo Hernandez Romano 

American Honda Motor Co.. Inc. Richard D. Frick 

American Natural Soda Ash Corporation John W. Reinacher 

Aqua Oceano. S.A. de CV. Pedro Diaz Barreiro 

ASARCO Inc. David C. Brotherton 

Barton Beers, Ltd. Thomas J. Wyness 

Bell Paper Box. Inc. 
(3 separate statements) 

Tim Bunkers 

Brownsville & Rio Grande 
Intemational Railroad (BRCT) 
(2 separate statements) 

Lorenzo E. Cantu 

Commercial Metals Co. Ronald W. Bird 

Degussa Mexico S.A. de CV. Karen Werner M. 

Dynegy Inc. Janice Rowland 

Entergy Services, hic. Charles W. Jewell, Jr. 

Esso Mexico. S.A. de CV. Elizabeth Martinez R. 

Fimexpo Metales S.A. de CV. Alejandro Cervantes R. 



Georgetown Railroad Co. J.E. Robinson 

General Motors Corporation D. M. Mishler 

Georgetown Railroad Company J. E. Robinson 

Gmpo Cydsa, S.A. de CV. Jesus Hernandez 

Gmpo Mabe Arturo Chavez Rios 

Gmpo Vitro Armando Diaz Orozco 

HCH Marketing. Inc. Andrew Schwartz, Jr. 

Houston Lighting & Power Company Carla Mitcham 

Hugo Neu-Proler Co, Jeffrey Neu 

Ilylsa Jaime Trevino 

IBP. Inc. Perry M. Bourne 

Kimberly-Clark de Mexico, S.A. de CV. Jose M. Robles 

KMCO Inc. Clark Craig 
(3 separate statements) 

Luzenac America William S Carrier 

M. Schiefer Trading Co. Manfred Schiefer 

National By-Products, Inc. Robert A. Blank 

Nucor Steel Kenneth Huff 

Omni SourCB̂ orporation Phillip R. Bedwell 
(5 separate statements) 

Penford Products Co. Dan Curran 

Pinsa Marco Medina 

Rocky Mountain Steel Mills Larry G. Scharton 



Roquette America, Inc. William R. Mudd 

Santa's Best Richard Nugent 

South Texas Liquid Terminal, Inc. Miles Lee 

Syco Richard Kell 

Tamco Luke M. Pietrok 

Texas Cmshed Stone Company William B. Snead 

Texas Municipal Power Agency Earle Bagley 

Tosco Refining Company Charles W. Pegram 

Ultramar Diamond Shamrock Corporation Steve Geneva 

United Salt Corporation Mike Causseaux 

Universal Foods Corporation Paul Rasmussen 

Vitromex hig. Francisco J. Garza 0. de M. 

Volkswagen de Mexico, S.A. de CV. Francisco Torres 

Westway Trading Corporation A. Whitfield Huguley, IV 

Williams Energy Services Greg Greer 
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July 03, 1998 
Honorabie Vernon .A W illiams 
Secretary 
Surtace Transportation Board 
1925 K Street. \ VV 
VVashinsnoii. D C 20423-0001 

Subject Docket No 3276C 
Sub-No 26 

By .neans of this letter we kindly request that the STB approve the BNS^ Railway 
Co to obtain trackage rigths on the LT's San Antonio -Laredo line in order that mere can 
be competition between both lines, :;ince at present the BNSF does not serve direct Laredo 
but thmgh the Tex-Mex Railway, and onthis scenario when an aditional Railroad 
participates on a traffic is is not really competition on equal circumsances 

We are a company dedicated to the manufacture of steel square bars, which have 
been doing business with enterprises in the USA 

Lately, or better said since the merger of UP/SP we have experienced a lot of delays 
on our business to the USA mainly because of the lack of competitiveness on rail 
transportation over the Laredo Tx,/ Nuevo Laredo Tamaulipas, border. 

The delays as we all know have been due the problems that the LT>/SP merger have 
incurred in handling appropiately this merger 

Our company strongly believes that the UP/SP merger has not given us the 
opportunity of '"alternate competition" on rail transportation services to perform the traffic 
through the mentioned border as the STB envisioned when it approved the UP/SP merger. 

Therefore we kindly request that the BNSF obtains permanent bi-directional trackage 
rigths on UP's Caldwell- Flatonia - San Antonio and Caldwell- Flatonia Placedo lines, in 
place of temporary trackage rigths at present 

We beliej<#» :hat by approving these trackage rigths, all parties involved, even the 
LT/SP will benefit firom it since they will hardly incur in congestion again, since there will be 
another company that will compete with them and will enforce that both companies become 
eflficient if they want to participate in the market 

Trafi&^ustom Dept 

ABINSA, S.A. DE CV. 
AVE LOPEZ MATEOS KM 6 5 SAN NICOLAS DE LOS GARZA. N. L. MEXICO 

TELS : (8) 313 73 73 fAX {6)3)3 73 0) Y 3)3 73 33 
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U R G E N T R E : D O C K E T NO. 32760 (SUB-NOS 26 & 28) October 9.1998 

GENERAL My company ATI sells and CMV manufactures strontium carbonate and 
barium carbonate m Mexico and ships via rail to U.S. customers predominantly in the 
Eastern U S These inorganic chemicals are added to the glass in panel / screen of TV 
and computer monitor cathode ray tubes. They serve a barrier property function to 
keep the x-rays / gamma rays from passing through the TV panel / screen to 
protect the viewer. Like TV and computer monitor users mv companv and our 
customers also need protection - in this esse from the STB in the above issue. 

Now here comes Alan L. England. VP Marketing Sales of Alex Trading Inc (ATI) with 
my office in SoLJth Carolina and our corporate main office in Brownsville TX. 
ATI sells strontium cartonate and barium carbonate that is manufactured by Compania 
Minera LaVaienciana m Mexico since that is where the ore deposits of celestite and 
barite are located that are required for manufacture / chemical processing of these 
materials. Strontium caruonate and barium carbonate are used by TV / computer 
monitor cathode ray tube glass manufacturers who add these materials to the glass in 
the tube panel or faceplate. These materials perform the hjnction of barrier properties 
or preventing the x-rays gamma rays from passing through the screen and thus 
protecting the viewer 

I am filing this Verified Statement in support of The Burlington Northern and Santa FE 
Railway's request that the Board grant it permanent bi-directional overhead trackage 
rights on UP's Caldwell-Flatonia-Placedo line for reasons as outlined herein. If the 
temporary nghts are not made permanent the BNSF will no longer be able to use this 
line. This will place a high risk that the problems of congec^ion and critical sen/ice 
problems that existed after the UP / SP merger will reoccur as discussed below. 

We ship a high number of bulk rail covered hopper cars monthly from Mexico through -
the Brownsville Texas gateway to several customers m the Eastern U.S. Our 
competition ships fro"Wf Europe, China, Southern US and Mexico by rail, truck and 
container few of which are faced with regulatory agency authorized monopolies in their 
transportation routing. Our customers and we have sustained severe and crippling 
penalties in both financial and service tenns since the UP / SP merger and before you 
authorized the BNSF rights for bi-directional overhead trackage rights on UP Caldwell-
Flatonia-Placedo line Additional benefits will accrue to us and other shippers upon your 
making these rights and authority permanent. Therefore we request you authorize 
permanent vs. temporary trackage rights. I cannot stress enough the enormity of the 
problem that existed pnor to your temporary authorization We simply cannot take the 
risk of the detenoration of service that is likely to occur if these rights are not made 
pennanent. The losses incurred by shippers like ourselves and our customers in terms 
cf financial penalties for emergency truck shipments, production lost time and service 
disruptions were quite reai after the UP / SP merger. This provision should have been 
made m the original UP / SP merger agreement. 

a" 



Why is the UP afraid of the competition that will rssult from making these rights 
permanent? - Since it will: 
> Allow shippers to be able to compare the UP's service with others. 
> Provide shippers with rates based upon competition rather that all the rate 

reasonableness and revenue adequacy junk taking up valuable regulatory and 
oversight time and resources of shippers. 

> Solve all the problems in this specific area we have expenenced as a result of the 
SP / UP competition that has been lost with the approval of this merger. 

> Increase badly needed infrastructure investment over and above that proposed by 
the UP 

> BNSF needs to ensure that it can avoid operating over the Algoa route- (even if the 
UP completes proposed capital improvements on that route) to minimize the risk of 
delays and congestion of its trains Moreover, since operations via the Algoa route 
unnecessanly brings traffic through the Houston terminal area, an altemate routing 
such as the BNSF requests makes sense. From a faimess perspective, this routing 
was available to SP prior to the merger since It was formerly an SP route and the 
BNSF request would simply permit BNSF the same competitive options available to 
shippers by the former SP. We were a former SP customer in this regard and did 
not support the UP / SP merger. The cost benefit relationship in authorizing the 
BNSF their request m this regard can be summarized by saying " what Is there to 
lose" and What are we afraid of in promoting the competition that made our free 
enterprise system so successful? 

> Our transit times have substantially improved since these temporary rights were 
granted and this solves all the obvious sen/ice problems in addition to better 
equipment tum around time resulting in improved rail car utilization. The shortage of 
rail equipment is becoming critical and this will go a long way to correct. 

The above paragraphs are intended to show from a positive perspective why the Board 
should grant BNSF's request to maintain these bi-directional trackage rights on a long-
term basis. There are a number of negative points as to what will happen if such 
approval IS not granted, but the positive argument in favor of approval is so compelling 
that the negative side of the issue is academic and unnecessary. I am a raii user who 
has seen my company and my customers suffer as a result of the SP IUP merger 
approvdl. Please listen to me when I tell you that your approval will benefit our 
company, customers and other shippers who too frequently are silent because they do 
not even understan(^fiis issue is being considered Finally, approval wili provkje BNSF 
greater operational flexibility and reduce congestion In the Houston terminal area that 
has been such a big part of the problems. 

I certify under penalty of perjury that the above is true and correct to the best of my 
ability to judge. Executed this 9 th day of October 1998. 

Respectfully Submitted, 

Alan L E n g l a n d ^ 
VP Marketing & Sales 
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October 15*, 1998. 

Honorable Vernon A. Williams, Secretary 
Surface Transportation Board 
1926 K Street, NW 
Washington, D. C. 2042.1-001 
U. S. A. 

Re: Finance D(Kket No. .32760 (Sub-Nos. :6 and 28) 

My name is Leopoldo Hernandez. I am the Purchases Director of Algodonera Comercial 
Mexicana. S. A. Our company is located in Mexico City, Mexico and is in the business 
of cotton trade. 

1 am filing this Verified Statement in support of the Burlington Northern and Santa Fe 
Raiway's ( "BNSF" ) request that the Board grant permancni bi-directional overhead 
trackage rights on UP's Caldweil-Flatonia-San Antonio line. We believe that this request 
will benefit our company and other shipjiers and will result in service improvements and 
needed operational flexibility. 

BNSF's trackage rights on UP's San Antonio line were granted by UP in July, 1997 to 
permit DNSF to bypass its more congested permanent trackage rights route via Temple-
SinithvilL-San Antonio. These rights, however, arc temporary and cancelable on short 
notice. In its September 18 filing, UP indicated to the Board that it intends BNSF to 
return to its permanent UP trackage rights route at some time in the future and commence 
directional operations on the Caldwell to Flatonia route. 

The board must understand the importance of these bi-directional rights to shippers. 
These rights have allowed BNSF to bypa.s.s congestion on BNSF's permanent UP trackage 
right route, and to operate with grejiter consistency between Temple and San Antonio, 
TX, providing service at San Antonio and, in conjunction with additional routes, to the 
vital Eagle Pa.ss, TX. gateway with Mexico. BNSF to shippers like our company, 
without caiLsing congestion tor UP. Indeed, this routing wa.s available to SP pre-merger 
since it was formerly an SP route and BNSF's request would simply |iermit BNSF to 
replicate the competitive options available to shippers by the former SP. 



In addition, having permanent versus temporary trackage rights would also permit BNSF 
to participate, as necessary and appropriate, in needed infrastructure investment on this 
line. Understandably. BNSF is not likely to commit to such investment when its rights 
can be canceled on short noiice by UP. 

For all of these reasons, the Board should grant BNSF's request to maintain these bi
directional ovcrheiul trackage nghts on a long-term basis. This would benefit our 
company and other shippers and will result in service improvements for both UP and 
BNSF to provide greater operational flexibility and reduce congestion. 

I certify that the foregoing is true and correct. Executed 15"' of October 1998. 

Sincerely 

RNADE7, ROMANO 



AMERICAN HONDA MOTOR CO., INC! S 
1919 Torrance Boulevard •Torrance. CA 90501-2746 \Z\ t*/lMtCEf^l(Ht 

(310) 783.:0OO V^. ita 
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July 14, 1998 
—4_ ENTc,\i:r. 
Offfc«of th . S^: 

JUL 22 19.98 
Mr. Vemon A. Williams 
Secretary 
The Surtace Transportation Board Part of 
1925 K Street. N.W. PuWIe Record 
Washington. D C. 20423-0001 

Re: Finance Docket No. 32760 (Sub-No. 26) 

Dear Secretary Williams: 

I am filing this verified sutement on behalf of American Honda Motor Co., Inc. 
(Honda) in support of the request of The Burlington Northem and Sanu Fe Railway Company 
for permanent overhead trackage rights between San Antonio and Laredo. My name is Richard 
D. Frick, and I am Manager. Automobile Logistics. 

Our company headquarters in the United Sutes is located at 1919 Torrance Boulevard, 
Torrance. Califomia 90501. We also have a wholly owned subsidiary in El Salto, Mexico 
where we manufacmre automobiles, motorcycles and automotive parts. It is expected that 
production at that facility will be increasing particularly over the next four to five year period 
and that we will need efficient and competitive rail services, both for inbound and outbound 
traffic to/from our plant, to and from points in the United Sutes and Canada. We anticipate 
our needs will include shipping tri-levels and double-suck conuiners over the gateways of 
Laredo. Brownsville and Eagle Pass. 

We are concemed that BNSF's current rail services over the Laredo gateway are not as 
competitive as the Board anticipated during the UP/SP merger proceeding because of the delays 
diat often result when BNSF interchanges traffic with the Tex Mex and routes such traffic 
dirough die chested Houston area via UP's Algoa-Corpus Christi line. Were Honda to ship 
over die Laredo gateway, Honda's traffic would not need to go through die Houston or Gulf 
Coast areas. However, since BNSF's only access to the Laredo gateway is by connecting wiUi 
die Tex Mex via the heavily congested Algoa-Corpus Christi line, our traffic would be 
unnecessarily subject to considerable delay and congestion with that routing. 

Because of Honda's anticipated rail transporution needs to/from Canada and die United 
Sutes. die Board should evaluate long-term solutions which will ensure efficient and 
competitive service over the Mexican gateways. Honda is concerned diat BNSF's ability to 
compete vigorously at die Laredo gateway has been impeded in ways not anticipated by die 
Board in die UP/SP merger proceeding. The lack of a long-term divisional agreement widi 



Tex-Mex and BNSF s limited trackage rights for Laredo gateway traffic, forcing it through the 
congested Houston and Gulf Coast areas, are imporunt issues for die Board to evaluate in this 
proceeding. 

In Honda's view, under die current conditions imposed by die Board. BNSF is 
hampered from providing the competition to UP that SP did in the Houston and Gulf Coast 
regions. The Board should, dierefore, grant BNSF's request for overhead trackage rights on 
UP's line between San Antonio and Laredo. 

Under penalty of perjury, this sutement is true and correct to the best of my belief and 
knowledge. 

Sincerely, 

Richard D. Frick 
Manager Automobile Logistics 
AMERICAN HONDA MOTOR CO.. INC. 

STATE OF...Ct\.i.EQ.rnif\,^^ 

COUNTY oF...i.o:̂ .....f̂ 7!)̂ (.<?.;> 

SUBSCRIBED AND SWORN 70 OeFORE MC 

msAitUfixt OF f^lY . -laai.. 

KCTARV P03UC 

Oractta fl. Minor > 
Ccmn. #1049218 n 

NOTASV PUELIC C*l.lFO«NI*j!; 
LCS * ' . 'G :L£3 COUNTV O 

Ccmn Ei5.-MJin 9.1999 ^ 



July 6. 1998 

Mr. Vemon A. Wilhams 
Secretary 
The Surface Transportation Board 
1925 K. Street. N.W. 
Washington. D.C. 20423-0001 

Re: Fmance Docket No.32760 (Sub-No.26) 

Dear Secretary Williams: 

My name is John W. Reinacher. I am the Director of Distribution for the 

American Natxiral Soda Ash Corporation (ANSAC). I started with ANSAC in 

1984 as the Company was being formed. Prior to then, I worked 21 years for 

Allied Chemical, an original owner of ANSAC. in various supervisory and 

management positions. My current responsibilities include ail logistic functions 

for the export of ANSAC soda ash to the worid market. 

ANSAC is a cooperative which represents the United States Soda Ash 

industry for export. We are responsible for all Marketing, Sales, and Distribution 

activities as they relate to export. Our product is mined in Wyoming and 

Califomia and is transported by rail to various port locations and to Mexico." In 

1997 over 618jQpO tons of soda ash were transported by raU to destinations in 

Mexico. In 1998. ANSAC entered into an agreement to transport a minimvim of 

100.000 tons on the Burlington Northem Santa Fe (BNSF) Railway to the Mexican 

gateways of Laredo. Eagle Pass, and Brownsville. 

. . . / . . . continued 

i5^ivefSiaeAv«nue.We$toort.CT 06880. USA Pfione 203-226-9056 Fax 2C3-227-U84 



July 1. 1998 

Mr. Vemon A. Williams 

Page 2 

This statement is submitted in support of BNSF's request for trackage 

rights from San Antonio to Laredo. Texas. With respect to our castomers in 

Mexico. ANSAC currently ships our product on BNSF over either Brovnsville 

gateway (via U.F. haulage) or on BNSF direct to Eagle Pass gateway. However, 

our Mexican customers prefer, and increasingly are insisting upon the use cf the 

Laredo gateway, to interline with Transportation Ferrovirria Mexicana (TFM). 

This is because Laredo via the TFM is the shortest route to our customers. The 

distance from Eagle Pass to our customers is longer and the rates charged by 

FXE. the Mexican carrier serving the Eagle Pass gateway, are not competitive 

with the TFM. 

Our experience also is that BNSF's rates for traffic which would interline 

with the Tex Mex over the Laredo gateway are not competitive with U.P.'s. 

Because BNSF has been unable to reach an agreement with Tex Mex. BNSF is 

understandably hesitant to make stobstantial capital investments and develop 

long-term commitments with shippers like us in order to provide competitive 

service. 

Beyond the issue of non-competitive rates, the congestion problems 

associated with shipping traffic via BNSF over the Laredo gateway cause us 

great concem and have resxilted in our decision not to use tbat gateway for otir 

BNSF routed traffic. Our BNSF traffic does not need to go through the Houston or 

Gulf Coast areas, but since BNSF's only access to the Laredo gateway is by 

coimecting with the Tex Mex via the heavily congested Algoa-Corpus Christi 

line, our traffic would be subject to considerable delay and congestion if w* 

were to ship over the Laredo gateway via BNSF. 

. . . / . . . continued 



Mr. Vemon A. Vy/illiams 
July 1. 1998 

Page 3 

It is clear that in the very near term, our customers will require us to use 

the Laredo gateway for BNSF routed traffic. For that reason, and because of the 

problems associated congestion and delays at the other gateways to Mexico, we 

are concemed that absent the granting of overhead trackage rights to between 

San Antoruo to Laredo, BNSF is not able to provide effective competition for us 

and other shippers at the Laredo gateway as a replacement for SP as was 

anticipated by the Board. 

We appreciate the opportimity to share our views with the Board and 

respeafully request that the Board grant BNSF's request. 

Under penalty of perjury. 1.5tate that I have read the foregoing document, 

know the facts asserted therein and that the same are true and correct as stated. 

Sincerely yours, 

r 

^'-'•^-^^^ 
director of Distribution 

JWR/dg 
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24-'4-94 
FAX. 91 (48):4--4-95 

Honorable Mr. \ enion .\. Williams 
Secretary 
Surface Transportation Board 
19:5 K. Srreet. .N.U. 
Washington. D.C. :042-'-0001 

Julv :r.d.. 1998 

E-mJ aocein '5or ; org .—jt 

Subject: Docket No. 32760 
Sub-No. 26 

Honorable .Mr. \'emon A. Willums: 

Who ever has to take a decision on the folIo\ matter must do it and fast. 

It is just not possible that the busiest border in the world in regards of ra.l transponation 
don't ha\ e a competitor, and I specit'caily refer to the monopoly of LT St* in that area. 

As a consequence of this monopoly both countnes are suffenng thw consequencê  and 
w e are forced to use truck when it is possible. 

VVnat our company would like is that BNSF gets the overhei-i track nghts 
LT-Laredo-San /j-'onio, as well m both ways. Caldwell-Flatonia-San .Ar'..iUO. and 
Caldwell-Flatonia-Placedo lines, these bases on definitely terns (not temporarily). 

The prices charge by Te?:-Mcx are rip off. and for companies like ours, ^here 
transponation ifffery sensitive it makes impossible. to use the services in the way that they are 
right now. 

Delays, congestion, high price, stolen cars, damage cars, etc are only the few of the 
conseq::ences of this monopoly. 

Our company will usr approximately 1,000 rail cars for 1999. and a similar amount of 
trucks when it is impossible to use rail, due the reasons mentioned above. 



Our company e.xpons to USA and Canada Chnstmas decorated products on a exclusive 
lon^gjenn comract. with Santa's Best which ,s the largest corporation m the world for th«e 

We e.xpect your imputes in this matter as soon as possible. 

Thank • ou in advance for kind attention to the present. 

Vours \er. tni!_\-. 
.\qua Oceano 

E<dr<f Diaz Barreiro 
^President 



ASARCO 

David C. Broiherton 

October 13, 1998 

VIA FEDERAL EXPRESS 

Honorable Varnon A. Williamj 
Secretary 
Surface Transportatior^ Beard 
1925 K Street, N.W. 
Waahington, D.C. 20423-0001 

REFTREKCe; FIKAKCE DOCKET KO. 32760 
(SUB NOS. 26 AND 28) 

Enclosed i s our verified Statement supporting the at>ove 

proceeding. 

Pleaee ca l l me i f you havo any questions - (212) 510-1837. 

Yours very truly, 

David C. Brotherton 

• t t . 

ASARCO incorporatefl 180 MaicJtn Lane New York. N Y. lOOM (2i25 5ia200C (FAX) ^^2•S^0.^^BB 



ASARCO 

Cavid C. 8ro(h«rton 
&-»c»r3<r„»c VERIFIED STATEMENT OF 

DAVID C. BROTHERTON 
ASARCO INCORPORATED 

Honorable Vernon A. williama 
Sacratiary 
Surface Transportation Board 
192S K Str««t, N.W. 
Washington, D.C. 20423-0001 

REFERENCE; FINANCE DOCKET NO. 32760 
(SUB NOS. 26 AND 28) 

hfy name ia David C. Brotherton. X am maplayd by ASARCO 

Incorporated as Director National Transportation with 

corporate offices located at 180 Maiden Lane, New York, NY 

10038. 

ASARCO Incorporated ia one of the world's leading producers 

of nonferrous metals, principally copper, lead, molybdenuzr., 

zinc and precious metals, including gold and silver. ASARCO 

also produces specialty chemicals, aggregates and other 

industi;^l products and environmental services operations. 

ASARCO or subsidiaries and associated companies operate 

mines in the United States, Canada and Peru. Zn addition to 

mining and treating copper, lead and zinc ore from i t s own 

ASARCO incofporated 130 Maden izre New York. N Y 10038 (2l2) 510-2000 (PAX) 212 510-2168 
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mines as a fully integrated smelter and refiner, ASARCO i s a 

custom smelter and refiner of lead ores minevi by others. 

ASARCO i s a major producer of sulfuric acid which i s 

recovered aa a by-product of the environmental control 

system at ita ameltera. 

ASARCO also mines or produces construction aggregates and 

nonmetallic minerals, such aa limestone and stone, from 

mines and quarries in the United States. in specialty 

chemicals, ASARCO's wholly owned subsidiary produces coating 

chemicals and technologies for engineering, functional, and 

decorative applications throughout the world. 

ASARCO i s fili n g this Verified Statement in support of the 

Burlington Northern Santa Fe Railway's (BNSF) request that 

the Su|-face Transportation Board grant permanent bi

directional overhead tracJcage rights on the Union Pacific's 

Caldwell-Flatonia-Placedo line. w« believe that with the 

permanent bi-directional trackage rights, our tiansportation 

flows will benefit, and i t appears that the sajme wil l result 

for other shippers of freight on this line. Further eervice 



•3-

inprovements are expected; and this will provide operational 

f l e x i b i l i t y especially by keeping unnecessary fraight out of 

the Houston terminal araa. 

ASARCO has shipmor.ts in and out of the Corpus Christi area 

on a regular basis. These shipments flow in and out of our 

Encycle Texas fa c i l i t y and we also iirqport copper concentrate 

utilizing the ?ort of Corpus Christi f a c i l i t y . Based on the 

flows on tJnese shipments, we feel that the BNSF bi

directional use of the Caldwell-Flatonia-Placedo line would 

benefit ASARCO from an operational and service perspective. 

Zt has also been stated that on any r a i l merger, competition 

would be preserved as much as possible. This line was 

fonnerly a Southern Pacific route and by allowing the BNSF 

to permanently operate over i t , ccti^etition w i l l be 

preserved. Zt would seem logical that a permanent status on 

this line would allow the BMSF to make neeassary investments 

to further improve the ^jroperty which would serve to provide 

better serviee and operational efficiencies to tha shippers 

and receivers of freight. 



We feel that we w i l l benefit, along with other shippers, 

from the granting of permanant bi-directional overhead 

trackage rights on the Caldwell-Flatonia-Placedo l i n e and 

f e e l that the Board should indeed grant these righta on a 

long term basis. 

Respectfully submitted. 

David C. Brotherton 
Director of T r a f f i c 



VERIFICATION 

State of New York 

David C. Brotherton, sworn, deposes and says th^t he 

has read the foregoing statement, knows the contents 

thereof, and the same are true as stated. 

Brotherton 

Director National Transportation 
ASARCO Incorporated 
180 Maiden Lane 
New York, NY 10038 

Subscribed and sworn before me this / JTT^zy of October^ 
1998. 

Notary Public of New York 

NoBiryfvfciie S';. Jt '"e* V:* 
N 8 . c i R £ : j : v : i i 

Oui<'ad In Now YorK Counqr 
CommiBWn gjipins May 9. VTSii. 

3 



e»ecutiv« Office Te!«Dhone. 31 2/346-9200 
55 East Mooro« Sire«( Fjcs mile: 3I2/346-3Ca4 
Chicago. Illinois 60603 

C rober'S, 1998 

The Honorable Vemon A. Wiliiams. Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Washington, O.C. 20423 

Re: Finance Docket. No. 32760 (Sub No. 26) 

My name is Thomas J. Wyness. I am the Executive Vice President -
Transportation of Barton Beers. Ltd. Our company is located in Chicago, 
iilinois and will import 35 million cases of Grupo Modelo (Corona) beer from 
Mexico in 1998. Barton Beer imports have increased by eight million cases from 
1997 alone. Barton currently utilizes the Laredo and Eagle Pass gateways 
heavily, as well as the Nogales and Calexico gateways occasionally. 
Appc jximately 90% of our Mexican imported beer is handled by railroads, and we 
ship to destinations throughout the westem U.S. including Chicago, Kansas 
City, Albuquerque, Denver, Phoenix, Seattle, Los Angeles and Beneda, 
California. 

Our company's need fbr reliable, efficient and competitive rail transportation 
services is expected to grow significantiy in 1999. It is therefore important 
to our business that competition be preserved for access to Mexico and that 
efficient and fluid rail service be available in the Houston/South Texas 
madtet. We have seen a degradation in sen/ice and fewer competith/e options 
available for our rai' transportation needs since the UP/SP merger. For these 
reasons, I am submitting this Verified Statement in support of The Burlington 
Northern and Santa Fe Railwa/s ('BNSF") requests for additional remedial 
conditions. 

Specifically. Barton has seen a deterioration of UP service from Eagle Pass, 
Texas, to Southem California. In 1997, transit time in this lane was 12 
days. Through August, the 1998 performance has bean 22 days. Likewise, 
sen/ice from Pass, Texas, to Northem Califomia has lengthened from an 
average transit time of 16 days in 1997 to 28 days in 1998. 

In order to address these and other sen/ice issues, wa support the requests of 
BNSF for (i) permanent bi-directional overhead trackage rights on UP's 
Caldwell-Flatonia-San Antonio and Caldwell-Flatonia-Placedo lines; and (ii) 
trackaga rights on additional UP lines in the Houston tarminal area fbr BNSF to 
operate over any available clear routes through the terminal. 

BNSF's trackage rights on UP's Caldwell-Flatonia-San Antonio line were granted 
by UP in July, 1997 to pemiit BNSF to bypass its more congested permanent 



trackage rights route via Temple^mithville-San Antonio. I understand that 
these rights, however, are temporary and cancelable on short notice. In lU 
September 18 filing, UP indicated to the Board that it intends BNSF to retum 
to its permanent trackage rights route at some time in the future and commence 
directional operations on the Caldwell to Flatonia route. 

The Board must understand the importance of these bidirectional rights to our 
company and to shippers. These rights have allowed BNSF to use the route that 
is least congested and most able to handle trafTic. and thus have enhanced the 
consistency m scheduled operations and service provided by BNSF for traffic 
interchanged at the Eagle Pass gateway. Indeed, this routing was available to 
SP pre-merger since it was formeriy an SP route, and BNSFs request would 
simply pennit BNSF to replicate the competitive options offered to shippers by 
the fomier SP. 

In addition, having permanent versus temporary trackage rights wouW also 
pemiit BNSF to partidpale, as necessary and appropriate, in needed 
infrastnjcture investment (sidings, etc) on this fine. UnderatandablyJBNSF 
is not likely to commit to such investment when its nghts can be canceled on 
short notice by UP. BNSFs request wouW provide no new competitive access, 
and I -elieve that it would not interfere with UPs operations. 

For all of these reasons, the Board should grant BNSFs request to maintain 
these bidirectional overhead trackage rights on a long-term basis. It is our 
position that were the Board to grant BNSFs requests, they would help to 
diminish the congestion on UP's lines in and around Houston and South Texas, as 
well as preserve competition as the Board originally envisioned in its deasion 
approving the UP/SP merger. Granting BNSFs requesU v««uld also benefit our 
company and other shippers and result in long temi, competitive, consistent and 
reliable sen/ice. needed operational flexibility, and the ability to avoid 
adding unnecessary traffic to the Houston tenninal area. 

In sum BNSFs reouests for remedial conditions stand to benefit all rail 
carriers operating in 'Jie South Texas and the shipping pubUc It is in 
everyone's best interest to achieve better sen/ice for shippers, to reduce tha 
congestion in the Houston tenninal and South Texas areas, and to pre$en/a 
etfident and competitive servica to all the Maxican gateways. Accordingly, 
the Boanj should grant BNSFs requests. 

I certify underpenalty of perjury that the foregoing Is true and correct 
Executed thiSriS* day of October, 1998. 

Sincerely, 

Thomas J. Wyness 

Executive Vice President. Transportation 



i i i BELL Î PER BOX, inc. 
Committsd fo craohng indtipaniabia raiotiontiiipt rvtuiring in quality, profit, growth and volua for oil. 

October 12, 1998 

Honorabie Vemon A. Wiliiams, Secretary 
S jrface Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20-J:3-0001 

Dear Sir: 

My name is Tim Bunkers. I am the Traffic Coordinator for Bell Pap>er 
Box, Inc. Our company is located in Sioux Falls, S.D. and is in the business 
of manufacturing folding cartons. Our company imports paperboard at the 
rate of about four carloads per week. 

I am filing this statement in support of The Burlington Northem and 
Santa Fe Railway's ("BNSF") request that the Board grant trackage rights on 
additional UP lines in the Houston terminal area for BNSF to operate over 
any available clear routes through the tenninal. We believe that this request 
will benefit our company and other shippers and will result in service 
improvements and needed dispatching flexibility in the Houston terminal. 

Specifically, this request would permit BNSF to operate over any 
available clear routes through the terminai as detennined and managed by 
the Spring Consolidated Dispatching Center, and not just over the former 
HB&T East and West Belts. The result would be to reduce congestion -
caused by BNSF trains staged in the Houston terminal waiting for track time 
to use the maifi trackage rights lines they currently share through the 
terminal and on the former HB&T East and West Belt lines. 

This request would create an impjortant safety valve for dispatchers to 
permit BNSF trains to traverse clear routes in the Houston terminal. It is a 
reasonable measure to avoid congestion and should pose no harm to UP as it 
does not give any competitive advantage to BNSF's operations in the 
Houston terminal. 

Telephona (001) 605.332.6721 • Toli Free 800.658.3396 • fax 605.336.7992 
800 Wesr Delaware Street • Sioux Foils, South Dakota 57104 



The request thus stands to benefit all rai! carriers operating in the 
Houston terminal area and shipping public. It is in everyone's best interest 
to achieve better service for shippers and to reduce the coiigestion in the 
Houston terminai area. Accordingly, the Board should grant BNSF's 
request. 

I certify under penalty of perjury that the foregoing is true and 
conect. Executed this 12* day of Octob •, 1998. 



BaL f^PER Box, Inc. 
Commtttad to craohng >ndi>p«niabU r . lahon.h,p . raiulting in qooli»y, profi», growlh and volua for oil. 

October 12, 1998 

Honorable Vemon A. Williams, Secretary 
Surface Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

Dear Sir: 

My name is Tim Bunkers. I am the Traffic Coordinator for Bell Paper 
Box% Inc. Our company is located in Sioux Falls, S.D. and is in the business 
of manufacturing folding cartons. Our company imports paperboard at the 
rate of about 4 carloads per week. 

I am filing this Verified Statement in support of The Burlington 
Northem and Santa Fe Railway's ("BNSF") request lhat the Board grant 
permanent bidirectional overhead trackage rights on UP'S Caldwell-
Flatonia- Placedo line. I believe that this request will benefit our company 
and other shippers and will result in service improvements, needed 
operational flexibility and the ability to avoid adding unnecessary traffic to 
the Houston terminal area. 

BNSF'S riehts on the Placedo route are temporary, directional 
(southbound) andconditional on UP continuing directional operations south 
of Houston. On September 18, 1998, IfP indicated to the Board that it 
intends to end it directional running operations after it completes an 
additional siding near Angleton, TX. When UP ends directional operations 
on this route, BNSF will be barred by UP fi-om further use of this iine. 

I believe that BNSF needs to ensure that it can avoid operating over 
the Algoa route - even if UP completes proposed capital improvements on 
that route - to minimize the risk of delay for its trains. Moreover, since 

Telephone {001) 605.332.6721 • Toll Free 800.658.3396 • Pax 605.336.7992 
8 0 0 Wmtt De laware Street • Si'ou* Pnlf« rk..b»»~ ^ T i n j 
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operations via the Algoa route unnecessanty bangs traffic 
Houston tenninal area, an altemative routing such as BNf requests make 
ser • Indeed, tius routing was available to pre-merger since it w^ 
fonnerly an SP route and BNSF's request would simply pennit BNSF to 
;e^cate the competitive options available to shippers by the fomier SP. 

In addition, having pennanent versus temporary trackage rights would 
pem̂ it BNSF to participate, as necessary ^ t ' T ' ^ f A Z T ^ v BNSF 
Mfrastmcture investment (sidings, etc.) on this line. Understandably BNSF 
Is uiely to commit to such investment when its nghts can be canceled on 
short notice by UP. 

I certify under the penalty of peijury that the foregoing is tmc and 
conect. Executed this 12* day of October. 1998. 

Sincerely. 

Tim Bunkers 

.1 



i i i BELL B̂PER Box, Inc. 
Comm. , r ,d Ic c r .C .ng i n d i . p . n ^ o b l . r a i c h o n . h i p , r . . uW„g In <,uol,fy. proH,. g rowth ond v o l o . for oil 

October 13, 1998 

Honorable Vemon A. Williams, Secretary 
Surface Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423- 0001 

Dear Sir: 

My name is Tim Bunkers. I am the Traffic Coordinator for Bell Paper 
Box, Inĉ  Our cornpany is located in Sioux Falls, S.D. and is in the business 
of manufactunng folding cartons. Our company imports paperboard at the 
rate of about four carloads per week. 

I am filing this Verified Statement in suppon of The Burlington 
Northern and Santa Fe Railway's (BNSF") request that the Board grant 
permanent bidirectionai overhead trackage rights on UP's Caldwell-
Flatonia-San Antonio line. We believe that this request will benefit our 
company and other shippers and will result in service improvements and 
needed operationa] flexibility. 

• r , trackage rights on UP's San Antonio line were granted by UP 
m July, 1997 to pennit BNSF to bypass its more congested pennanent 
trackage nghts route via Temple-Smithville- San Antonio. These rights 
however are teifl̂ ,orary and cancelable on short notice. In its September 18 
fihng, UP indicated to the Board that it intends BNSF to retum to its 
pemianent UP trackage rights route at some time in the future and 
commence directional operations on the Caldwell to Flatonia route. 

The Board must understand the importance of these bidirectional 

BNSF s permanent UP trackage nghts route, and to operate with ^eater 

Z o n o ^ ^ ° " ' ° ' ^^•' - t San Aniono and, in conjuncuon with additional routes, to the vital Eagle Pass, 
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Tx. gateway with Mexico. BNSF's request is that it be provided the option 
by UP to use either the former SP or the former UP routes between Temple 
.ind San Antonio, whichever route is least congested" and most capable, on a 
day-to-day basis, of providing for scheduled operations. This flexibility 
would enhance the consistency in BNSF's scheduled operations and service 
provided by BNSF to shippers like our company, without causing 
congestion for UP. Indeed, this routing was available to SP pre-merger 
since it was formeriy an SP "-oute and BNSF's request would simply permit 
BNSF to replicate the competitive options available to shippers by the 
former SP. 

In addition, having permanent versus temporary trackage rights would 
also permit BNSF to participate, as necessary and appropriate, in needed 
infrastmcture investment (sidings, etc.) on this line. Understandably. BNSF 
is not likely to commit to such investment when its rights can be canceled on 
short notice by UP. 

For all these reasons, the Board should grant BNSF's request to 
maintain these bidirectional overhead trackage rights on a long term basis. 
This would benefit our company and other shippers and will result in service 
improvements for both UP and BNSF to provide greater operational 
flexibility and reduce congestion. 

I certify under penalty of per;-try that the foregoing is tme and conect. 
Executed this 13* day of October, 1998. 

Sincerely, 

Tim Bunkers 



BEFORE THE 
SURFACE TRANSPORTA!iON BOARD 

WASHINGTON, D.C. 

STB Finance Docket No. 32760 (Sub-No. 26) 

union Pacific Corp., g i a l . 
-- Co.-.tro- and Merger 

Scut;-. err. Pacific Corp., a l . 

; .-:o-sto.-./G..;lf Coast O'/ersight" 

VERIFIED STATEMENT OF 
LORENZO E. CANTU 

-My na.T.e is Lorenzo E. ("Larry") Cantu, and I ara the 

President and Chief Operati.ig Officer of the Brownsville & Rio 

Grande International Railroad ("BRGI") based in Brownsville, 

Texas. .My business address is P.O. Box 3818, Brownsville, TX 

78523-3818, t e l . ( 956 ) 831-7731. I a.Ti submitting th i s v e r i f i e d 

statement to express my support of The Burlington Northern and 

Santa Fe 'ailway Company ("BNSF") i n i t s request to the Board for 

certain additional merger- lated r e l i e f . I understand that, in 

the above-captioned oversight proceeding, BNSF requests -- (1) 

the r i g h t to operate over both the former UP and SP main lines 

from Harlingen south to Brownsville, TX, and (2) the ri g h t to _ 

designate BRGI as BNSF's agent for a l l service south of 

Harlingen, TX. BNJ>r"s requests w i l l remedy i t s overly limited 

competitive presence i n the Brownsville area and w i l l improve 

operations through the Brownsville-Matamoros international 

gateway. 

As the Board is no doubt well aware, BRGI was an active 

participant i n the o r i g i n a l UP-SP merger proceeding, and has 



remained active in (1) Board oversight of the uP-SP merger 

implementation in STB Finance Docket No. 32760 (Sub-No. 21); (2) 

Ex Parte 5 73 , Rail Service in th.. w>cr,rn 7n i — I ^ ^ i - r y and (3) 

the recent proceedings i n s t i t u t e d by the Board in Ex Parte 575, 

??v;gv ?f ?.9L: .̂ C(7?gS and Co-oetitior. •'̂ r-Ac r.^.roughout these 

proceed::.-.gs, I have vigorojsly represent-ic the interests of B.̂ GI, 

but : have also been entrusted with communicating to the Board 

the interests of the Brownsville .Navigation D i s t r i c t as well as 

the .T.any sr ippers located at the Port of Brownsville. 

-tS potential " 2 - t o - l " points, tne Port of Brownsville 

a.id BRG: were to have been accommodated u:ider the settlement 

agreements negotiated between BNSF and the Union Pacific Railroad 

Company ("UP") during the course of the UI--SP merger proceeding. 

As : understand those UP-BNSF agreements, BNSF was granted 

trackage rights access to Brownsville, TX, including rights to 

interchange t r a f f i c d i r e c t l y with TFM at .Matamoros and BRGI at 

the Port of Brownsville. I t was (and continues to be) important 

to BRGI and i t s customers that they <injoy direct physical access 

to two line-haul carriers to ensure t r u l y effective two-carrier 

competition. To assuage my concerns about the competition BNSF_ 

would be able to provide post-merger, I was informed that BNSF 

would i n s t i t u t e trackage rights operations to and from 

Brownsville as soon as i t became prac t i c a l to do sc. 

To t h i s date, BNSF has been unable to convert to 

trackage rights i t s existing haulage rights service to 

Brownsville, which makes our area the only major point where BNSF 



has not instituted direct trackage rights service under its 

settlement agreements with UP. As a result, BNSF is wholly 

dependent upon the operations of i t s competitor (UP) for the 

level of service i t can provide. There is l i t t l e doubt in my 

mind that UP's poor service and UP's continued refusals to convev 

to BNSF --.ose trackage rigr.ts necessary to -ake ef feet ive use of 

the 3rownsvil> gateway are responsible for BNSF's decision not 

to institute competi-ive trackage rights service of any kind „o 

and from the Port of Brownsville. Whether done intentionally or 

not, wP's actions have seriouslj im,peded BNSF's ability to 

establish the type of competitive presence in the Brownsville 

gateway that the merger-related settlement agreements had 

contemplated and that BRGI and i t s shippers had expected. 

I understand that, in an effort to effectively serve 

the Brownsville area, BNSF is requesting that i t be granted the 

right to operate over both the former UP and SP main lines south 

of Harlingen, TX.. BRGI strongly supports BNSF's request. 

Logistically, thia trackage rights request makes perfect sense, 

wil l add a needed level of operational f l e x i b i l i t y to the 

equation, and w i l l prove less raxing on yard f a c i l i t i e s n̂d local 

highways in downtown Brownsville. As BNSf will show, without ~ 

In addition, haulage rights access to a particular 
market requires far less of a service commitment than does 
trackage richts service. Where BNSF institutes trackage rights 
service, i t .:iust also commit personnel, equipment, and other such 
capital. Therefore, under a trackage rights operation, BNSF 
would presumably have a higher stake in seeing i t s operations 
succeed. This is why BRGI and i t s shippers were anxious in the 
f i r s t place about .naving BNSF physical ly present in Brownsville. 



access to both the UP and SP main lines south of Harlingen, BSSF 

w i l l be forced to "compete" in Brownsville with "one arm t i e d 

behi.nd i t s back." The trackage rights BNSF seeks are designe-1 to 

avoid routing c i r c u i t y , rail-highway congestion in downtown 

=--wnsville, and unnecessarily i n e f f i c i e n t (and thus -ore costly) 

operations in and througn the Brownsville gatev-ay. 

BNSr is also requesting that the Board oermit i t to 

designate 3?.Gl to serve as i t s agent for a l l r a i l service south 

of .Harlingen, T.X. Again, B.RGI he a r t i l y supports BNSF's request, 

because i t w i l l not only improve BNSF's com.petitive presence in 

Brownsville, but i t w i l l also permit f o r a l l r a i l c arriers 

concerned a more e f f i c i e n t use of the c r i t i c a l Brownsville-

Matamoros international gateway. BRGI is ready, w i l l i n g , and 

able to serve as BNSF's agent for such service. The Board may 

well wonder why BNSF cannot u n i l a t e r a l l y designate BRGI to serve 

as i t s agent without the intervention of the Board. I t turns out 

that the UP-BNSF sattlement agreements negotiated during the 

course of the UP-SP merger proceeding forbid BNSF from so 

designating BRGI without the consent of u?. BNSF has already 

asked UP to allow i t to use BRGI as i t s agent south of Harlingen, 

and UP has steadfastly refused the request, even though from an" 

operational-*pterspective such an arrangemer:t would be far 

preferable to actual BNSF service south of Hariingen. 

Today, UP trains from Mexico (TFM) must obtain U.S.D.A. 

and U.S. Customs clearance to proceed northward into the U.S. 

i n t e r i o r . To obtain t h i s clearance, UP must hold i t s trains on 



own stateme; 

tne area 

and custo.Ts clear^i-.ce. a no; 

the single-track line (t.he "River Lead-)in Brownsville t.hat leads 

to and from the Brownsville-Matamoros International Bridge u n t i l 

a l l inspections are completed. As far as I am aware (and as UP's 

.'ts suggest), UP lacks any other suitable f a c i l i t y in 

to which northbound trains can be moved pending U.S.D.A 

0- ~G tr a m is delivered to u? 

during the evening nours, U.S.D.A. and customs o f f i c i a l s are 

unavailaiDle to handle clearance tasks, and the t r a i n must occuoy 

the River Lead for several hours u n t i l o f f i c i a l s are available 

the next .morning. Obviously, when a t r a i n s i t s on the River Lead 

awaiting clearance, no other cross-border t r a f f i c can move, 

unlsSS tr^ere q-inr>iqr suitahlf- point rn mn.,e th^. hnlH^n'7 

northbound r r i i n 

I f BNSF is permitted to designate BRGI as i t s agent 

(a.-.i assumi.ng t.hat BNSF obtains the rights to operate over both 

the UP and SP lines south of Harlingen), then BNSF/BRGI w i l l not 

need to occupy the River Lead any longer than the time i t takes 

to p u l l northbound trains o f f of th i s trackage. BRGI can move 

nort.hbound trains d i r e c t l y from Mexico to i t s r a i l f a c i l i t i e s at 

the Port of Brownsville - the only other secure location at the 

Brownsville-Matamoros international gateway that i s suitable f<yir 

holding r a i j ^ r s pending U.S.D.A. and customs clearance. I f BNSF 

is not permitted to designate BRGI as i t s agent, BNSF (which, 

l i k e UP, lacks operating rights over BRGI f a c i l i t i e s ) would be 

f-rced to hold trains on the R'ver Lead just as UP does today -

further exacerbating congestion and delays for trans-border 



t r a f f i c . Thus, BRGI operations south of Harlingen could make 

cross-border operations more fluid, while BNSF stand alone 

operations would only further congest this c r i t i -cil gateway. 

BRGI had originally planned to ins'.itura direct Port-

to-7FM ser'/iTe as an emergency .-.easure, and had requested 

coerating rights over U? for this p-rpose in Ix Parte 57 3. 

During that time, I personally discussed BRGI's proposed 

operations with local U.S.D.A. and customs officials, a l l of whom 

f u l l " supported the use of the Port of Browns-, i l i e for railcar 

clearance purposes. Not only do such officials continue to 

support B.RGI's operating proposal, but som.e of them, anxious to 

see the pert f a c i l i t i e s used in this manner, have since asked me 

when 3RG: would begin such operations. I have told them that our 

plans depend upon either UP acceding to BNSF's requests or, 

barring that, Board action. 

Given the potential benefits that BRGI operations south 

of Harlingen would offer for a l l railroad operations through the 

Brownsville gateway, I can think of only one reason why UP would 

object to the BNSF/BRGI agency proposal -- BNSF would become an 

effective competitor where i t is not today." To me, UP's refusal 

to permit the proposed agency operation reflects its desire to~ 

I raust point out that this i s exactly the opposite of 
what BRGI and local shippers were told when UP and BNSF completed 
their merger-related settlement agreements. BNSF was to serve as 
a "replacement" competitor in light of the loss of competitive SP 
service. We expected that UP and BNSF would cooperate further as 
necessary to ensure that each would be able to serve the 
Brownsville area as efficiently as possible. Instead, UP's 
apparent sense of cooperation is to wholly dominate operations in 
and around the Brownsv;.lle gateway. 



control a market and an international gateway that i t had 

originally promised to open to direct BNSF competition. 

Additionally, UP's ef.'orts to restrict any o-. .er carrier's 

operations in Brownsville is contrary to the Board's stated 

policy objectiv-ji of promoting NAFTA-related international trade 

and fostering efficiency -t international railroad intercnanges. 

It seems clear to me that UP's refusal to negotiate with BNSF and 

BRGI on this matter is foolhardy and manifestly counter

productive. UP shou.d be (but is not) discussing with BNSF and 

BRGI any arrangements that could i.mprove service and reduce 

congestion tnrough this corner of the Texas Gulf Coast. 

As I had expected, BRGI is not alone in supporting 

BNSF's efforts to secure its competitive presence in and around 

Brownsville. Very ne-..ly every shipper located at the Port of 

Brownsville supports BNSF's request for additional conditions. 

In fact, I am attaching to m.y verified statement a petition 

signed by no less than twenty port shippers supporting BNSF's 

request for Brownsville area relief. (S££, Exhibit A, attached 

hereto.) Such shipper support reflects the fact that BNSF has as 

yet been unable to become the sort of com.petitive presence at the 

Port of Brownsville that BNSF and UF had both represented i t 

would be during the UP-SP merger proceeding.-' 

I ara sure that another motivation behind each shipper's 
support of BNSF is tne fact that, i f the B-ard grants the 
requested conditions, BRGI would be able to transport (on BNSF's 
account) traffic directly between the Port of Brownsville and the 
TFM interchange at the Brownsville-Matamoros International 
Bridge. BNSF is supposed to provide a competitive alternative to 
UP's service between TFM and the Port of Brownsville, but i t has 



V i r t u a l l y everyone having a stake in the Brownsville-

Matamoros gateway supports BNSF's proposal. Not only are BRGI, 

U.S.D.A., U.S. and Mexican customs o f f i c i a l s , and numerous Port 

of Brownsville-based shippers enthusiastic about the much needed 

competition and 'jervi-e impro-'ements that BNSF's proposal would 

bring, but TFM and Brownsville c i t y o f f i c i a l s also support s.ch 

eff o r t s to improve gateway service. TFM is UP's and BNSF's 

Mexican partner in international r a i l t r a f f i c routed through 

Brownsvil-..e, and i t recognizes that BNSF's new operating 

proposals for this gateway would translate into expanded business 

opportunities prompted by po t e n t i a l l y more cost-effective service 

just north of the border. For the City of Brownsville, BNSF's 

proposal would l i m i t rail-highway congestion over downtown c i t y 

streets, just as BNSF has explained in i t s own f i l i n g s . 

If BNSF is to live up to it s potential as a comipetitive 

presence in Brownsville, then i t raust be granted the conditions 

i t seeks m this oversight proceeding. I have outlined in detail 

the corapetitive and operational benefits that BNSF's request for 

relief would bring to our area. I have identified the numerous 

parties who, like BRGI, support BNSF's efforts, and I have made 

clear my impression that UP's refusals to negotiate needed 

service improvements in the Brownsville area reveal UP's anti

competitive animus. I would have by far preferred to see the 

issues pres'snted here resolved without the need for continued 

not been able to provide any sort of corapetitive "bridging" 
service, contrary to BRGI's hopes and expectations. 



Board intervention, but UP refuses to negotiate with BNSF on .uch 

essential remedies. Therefore, on behalf of BRGI, i must submit 

my strong support of BNSF's requests for conditions particular to 

service in and around Brownsville, TX. 

VERIFICATION 

COUNTY OF CA_MERON 

STATE OF TEXAS ss: 
) 

Lorenzo E. Cantu, being duly sworn, deposes and states 

that he has read the foregoi.-.j statement, knows the facts 

asserted therein, and that the sa.me are true as stated. 

Lorenzo ^r>-Gantu 
President and Chief Operating Officer 
Brownsville & Rio Grande International 
Railroad 

Subscribed and sworn to before me on t h i s ' . ^ ^ \ 

cf July, 19^. 

Notary Public 

My Commission Expires : NORMA TORRES 
NotoryhiMe. Stole eita 

Jonuory 29.2002 

day 

i 



STB Finance Docket No. 32760 (Sub-No. 26) 

Union P a c i f i c Cctp., g£ a l . 
-- Control and Merger 

Southern P a c i f i c Corp., ^ a l . 

[Houston/Gulf Coaat Oversight] 

SHIPPERS' PETITION IN SUPPORT QF 

THE BURLINGTON NORTHERN; ANL SANTA FE RAILWAV COMPAJT/ AJTO 

TKE BROWNSVILLE & HIO GRANDE INTERNATIONAL RAIlRr.Ap 

WE, THE UNDERSIGNED, ir. connection w i t h the abcve-

capticr.ed Surface Transportaticn Hoard proceedi.ig, and i n supper: 

cf tne r e - e d i a l a c t i c n sought i n t h i s proceeding by The 

Burl i n g t o n Northern and Santa Fe Railway Com.pa.-iy ("BN'SF",, s t a t e 

as f o l l o w s : 

1. >Je, the undersigned, are shippers located m or around 

the =ort cf Brownsville, Texas; 

2. We ar= served d i r e c t l y by the Brownsville & Rio Grande 

I n t e r n a t i o n a l Railroad ("SRGI"), and, v i a SRGI, have connections 

to the Union P a c i f i c Railroad Company ("UP") and BNSF (the l a t t e r 

by way cf "?-provided haulage r i g h t s ) ; 

3. Although we had expected t o enjoy f u l l y the b e n e f i t s c f 

un f e t t e r e d c ^ p e t i t i o n between UP and BNSF f o l l o w i n g the UP-SP 

merger, i t turns out that BNSF has been severely impeded i n i t s 

e f f o r t s t o e s t a b l i s h the s o r t of competitive presence i n the 

Brownsville area t h a t i t had o r i g i n a l l y contemplated under the 

terms i t s merger-related settlement agreem.ents w i t h UP; 



4. We are very w e l l aware of UP's conti.nui.ng service-

r e l a t e d problems i n the Gulf Coast area, and h.-.-e ourselves 

f a l l e n / i c t i m to UP's chronic service failu--?s; 

=. Since BNSF today depends upon U?-crovided haulage to 

s-rv- tne ? t r t r f B r r w n s v i l l e , c e l i e v - that 3:: = F 15 al = : a 

-. .••e are aware t h a t , m connection w i t h the acove-

:5ttir.-.et t r t r e e o m g , B.VSF intends to f i l e w i t h the Board a 

request r ; r r e l i e f designed to improve service and comcetiticn — 

ani arcund the r j r t of Brownsville; 

7. >;e hav.i been informed t h a t BNSF w i l l request the 

f c l l c w m g p.c-competitive r e l i e f from the Board: 'D that BNSF be 

granted expanded trar-.age r i g h t s acc-̂ ,,5 to p a r a l l e l m.ain li.nes 

scutn 0: Harlm^'n, TX ;to enable m.ore e f f i c i e n t t r a i n 

cperations;, and (2) that BNSF be permitted to designate BRGI to 

serve as i t s agent f c r a l l service south of Harlingen, TX; 

5• BRGI has informed each of us tha t i t f u l l y supports 

3.NSF i.n i t s request f o r the co.nditicns summarized i n clause seven 

(7), above, and BPGI has demonstrated t o us both the w i l l i n g n e s s 

and a c i l i t y t o provide service as BNSF's agent; and 

9. We have concluded t h a t the B.VSF/BRGI agency arrangement 

proposed fo"?*lines south of Harlingen ( i n conjunction w i t h BNSr'-3 

r e l a t e d trackage r i g h t s request) w i l l -- ( i ) improve service m 

the Brownsville v i c i n i t y ( i . i c l u d i n g service t o and from the Port 

of B r o w n s v i l l e ) , (2) s u b s t a n t i a l l y improve BNSF's competitive 

presence i n the area and reduce BNSF's current r e l i a n c e upon UP, 



and (3) increase e f f i c i e n t operations i n and through the 

important Brownsville-Matamoros international gateway (and 

esoecially between the Port of Brownsville and TFM at .Matam.cros' . 

FOR THE FOREGOING REASONS, v/s str c n r l v urcre the =-.a--

tc grant m f . l l tne re-edial conditions =::SF w i l l req-est m 

tni3 trcceeding to improve r a i l service scuth cf Harlmcjen, TX 

Seerir 1 ca_-•/, we urge the Beard t t grant B.VSF's reouest f c 

trackage rights cceraticns over b^ir. the former S? and U= rain 

lines frcm .-larlmgen tc Brownsville, and we also urge the Board 

to grant B.NSF's request that i t be permitted to designate BRGI as 

i t s agent for cperations south of Harlingen, TX. 

Respectfully submitted, 

Port of Brown8ville-ba«ed Shipper* 
•Signatures affixed below) 



Signature: 

::am,e p r in t ed ) : W N f t r V l ^ ^oVi,t<.hrN 

T i t l e P \ ( K ^ A M . A A . ^ ^ ^ . . ^ 

: : - c ; n v : \ Z g Tr .v , U^r ; y S 

l a t e : - 7 - / - ^ ^ 

•.at ure 

:-a-e pri.nted) : A d l O C i £ _ : 3 c d n i ^ U O L _ _ 

Title: Cff.r^r r\r.'^ 

C c - p a n y ^ ^ ^ 1 $ - ^ K ^ C l l t ^ f n i , i ( < ^ r i r 7 U > . r^ ( ->r^^ , - < ^ ^ ^ , ^ 

Sig-ature: X j ^ O . . ?^ J^ILhctJ 

N'cm.e (printed) : ^ ^ n ^ 2 , .-^ ^~^^P\?At(^ 

• ^ i - l e : U o r.. ^ . 

^=^Fany: C f T ^ i ^ LlrC^ , r c, lA 

Date: 1 ' l - ^ a 



Signatur 

id : L- r:>U/4/.'.-> ) 

7 

Si?nature.^M A^^-^' \^-\^^ 

:.ame 'printed! : /^'l /3A- .C /wo-., i , 

Ccm.pa.ny:, 

Signature: 

Name (printed) : yj/^^/d^/'ti jU/^iC/'/jJ^3 

T i t l e : / ^ f / g -

Company: ^ 7 / y ^ / V > » - / f 

Date: 



Signature 

..a.me ;c r i n t e d ) ./^Y^OXC^ ^ I ^ ^ 

/ 

: onatur-

:ed' : OCU^ tWCiA'^ 

.3 - - . . a 

:om.ca.nv: G / C K ^ ^ T / f U ^ /f/gfclCg^. ^ J i l ( l L (/o. 

Date: 



Signature:, 

Nam.e (printed) : TlM^f ff^ Tl 12ciJ^tW-

Title: t^(.^•\oJ]U 

To IV <(• '̂0̂  

".ature : -' ̂  c***.^ / —?/"e-,-,-..^ 

—z~^ 7" : — 
Nam.e (printed) : (-~?^u/7<s<. 

T i t l e : ^^^/ 

i..cT.car.y: 

Signature 

Nam.e (printed) : 

Title: S ufff-^riAj'tpti/J^'^ ^ 

Com.pany: 'XMT/tPFLj^iC (L,'3/P/' 

Date J O . / " f y ^ 



Signature: i.^^^^ S ignature : iXyt^^^^ 

Name (printed) : / / J J I J A ' ^ ^JaZ/^A/Q^A^ 

Title :_2^Al/A^.fi.4 A / I ^ . k / A ^ ^ ^ 

•- s - - ; 

•1 

Sianature:. 

.Nam.e (pri.nted) : [K^blLft'f l^'^^j-^I t 

Com.pany:. 

Sianature: On- i^(x 

Com.pany: 

Date: 

Nam.e (printed) : 

Ti t l e : C)crg,cig: rYlAOftGPg 



Signature : <^^^vr'<L W^^<L\v^S Q \ i 

Name (pr in ted) : N\ftr^ '^V V v p ^ ^ i 0 5 

-:-ti = : r-r^. \^\.^. < 
•i 

: a n v r 2 

(( - w / . 

Signature : ^ / ^ ^ / IDcQUy d 

Nam.e printed) : D)-M^6C 0- f^c/^^J^ 

(^•i^'/6]/JT^ 
T i t l e 

Com.pany:. 

Date: "^ / ^ 



/ 

Sianature: i ' ^ 

Name f c r i n t e d ) : 

l a t e : 

Signature: 

Nam.e 'crinted' : 

Sianature: 

Nam.e (orinted) : 

T i t l e : 

rnTnanv: ^ 

Date: 

• 

"a 



Signature: . 

.Va.me (crinted) : 'TUM lOl//^^C3t 

Title: Pfi-tA r j^^e/-

rc -c a ny : W;/,<'/^'>^ "T7< ^ l4l/-/zj^ 
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BROWNSVILLE AND RIO GRANDE 
INTERNATIONAL RAILROAD 

P.O. Box 3818 
Brownsville, Texas 78523-3818 

Phone: (210) 831-7731 
Fax; (210) 831-2142 

Re: Finance Docket No 32760 (Sub-Nos 26 and 28) 

My name is Lorenzo "Larry" E Cantu I am the President & Chief Operating Officer of 
the Brownsville & Rjo Grande International Raiiroad ("BRG") The BRG is located at the Port 
of Brownsville, Texas and serves as ?• terminal switching carrier for this area. 

1 am filing this Verified Statement in support ofthe Burlington Northem and Santa Fe 
Railway s ("BNSF") request that the Board grant permanent bidirectional overhead trackage 
rights on LT's Caldwell-Flatonia-Placedo line I believe that this request will benefit our railroad 
and our shippers and will result in service improvement, needed operational flexibility and the 
ability to avoid adding unnecessary traffic to the Houston terminal area. 

.As the Board is already aware, I previously submitted a verified statement in this 
proceeding, in which I stated my support for BNSF's requests for conditiors in the Harlingen-
Brownsville area (Clearly, the Brownsville area conditions would directh nhance BRG 
operations ) I have since had further discussions with representatives of BNSF, and they have 
persuaded me that I should state my support for other specific portions of BNSF's recent 
proposals to the STB in this proceeding — specifically, (1) BNSF's request for permanent bi
directional overhead trackage rights on UP's Caldwell-Flatonia-Placedo line, and (2) BNSF's 
request that it be granted the right, wherever in the Houston/Gulf Coast area UP institutes 
directional operations impacting BNSF's operations over trackage rights lines, and BNSF has 
trackage rights over some, but not all of the directional routes UP establishes, to join in those 
directional flows via additional trackage rights over UP. 

I offer my support to the two enumerated BNSF proposals (in addition to the Brownsvj[le 
area relief for which I already have stated my support), because I recognize that the requested 
conditions could c«i|ribute greatly to improved BNSF service to and ft-om the Brownsville area 
Indeed, BNSF's proposed bi-directional rights on UP's Caldwell-Flatonia-Placedo line would 
keep BNSF trains out of the Houston area, thus avoiding potential congestion, and shortening 
BNSF's route to Brownsville by approximately 100 miles in each direction. Naturally, I support 
any operating proposal that enhances service to and from the Brownsville area 

For all these reasons, the Board should grant BNSF's request to maintain these bi
directional overhead trackage rights on a long-term basis This would benefit our railroad and our 
shippers and wiil result in ser/ice improvements for both the UP and BNSF to provide greater 
operational flexibility and reduce congestion in the Houston terminal area. 



V enTicd $t̂ u.;mcm 
L'Kcnzo •l.-wTv * E Cmiu 
P.ife Two 

I certify under penalty of perjury that the foregoing is true and correct Executed this 15* 
day of October, 1998 

MAYRA H LEAL 
Notary Public. State ol Taxai 

My Commiition Explrti 
January 29, 2002 

Sincerely 

Lorenzo "Larry" Cantu 
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• certify unden>enaltvof prjury that the foregoing is true and coffCt Executed 

Ihis /illay of M^Is/iiJ^^^-

Sincerely. 

Ronald W. Bird 
Transportalion Managar 



Degussa O Degussa Mexico, S.A. de C.V. 

July 1". 1998 

Honorable \'ernon .A Williams 
Secretar. 
Surtace Transponation Board 
i " ; ^ K Street. \ U 
Ua.>i-,irvitoM. D C ; ,'4:3-000! 

Ue are a companv dedicated to impon and distribution of chemicals, which have been 
coing business uith enterprises in the LS.A and Canada 

Lately, or better said since the merger of LT SP ue have experienced a lot of delavs on 
our business to the LS.A maml> because ofthe lack of competitiveness on rail 
transponation over the Laredo T\ N'uevo Laredo Tamaulipas. border 

The delays as we ali know have been due the problems that the LT'SP merger have 
incurred in handlmg appropiately this merger to the fact that we as many ether 
companies have been jeopardizing our international business because of delavs incurred 
in tratfic 

Our company strongly believes that the LT SP merger has not given us the opponunitv 
of alter.iate competition" on rail transponation services to perform the traffic through 
the mentioned border as the STB envisioned when it approved the LT/SP merger 

Therefore we kindly request that the BNSF obtains overhead trackage rights on LT"s 
San .-Kntorjo - Laredo line, and that also obtain permanent bi-directional trackage rights 
on LT s Caldwell-Flatonia-San Antonio and Caldwell-Flatonia Placedo lines, in place of 
temporarv- trackage rights at present 

We believ e that by approving these trackage rigths, all parties involved, even the LT/SP 
will benefit from it since they will hardly incur in congestion again, since there will be 
another company that will compete with them and will enforce that both companies 
become efficiei»if they want to participate in the market 

Thanking you in advance for your kindly attention to my request and hoping that my 
request r j approved. 

Sincerĵ ly yours 

Karen Werner M ,/ 
Logistics and Distribution 
Manager 
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Dynegy Inc 

•OCO Louisi.in^ jtr*.*^t. Suite ',3oo 

Houston " • IS jyooi 

www dynpgy com 

The Honorable Vemon A. Wiiliams . . ^ ^ 
Secretary D Y N E G Y 
1925 K Street. NW 
Washington. D C 20423 

Re Finance Docket No 32760 (Sub-No, 26) 

Dear Mr Williams. 

Thjs venfied statement is being submitted in support of the request of the Buriington Northern and Santa 
Fe Railway Companies (BNSF) request that the Surface Transporution Board establishes neutral switching 
supervision on the Baviou-n Branch. 

I, Janice Rowland, Rail Operations Supervisor represents Dynegy Inc. (formally Warren Petroleum), 
who in .Mont Belvieu Texas stores, manufactures, and sells LPG products out of our facility there. Wc 
have our own fleet of cars plus customers cars that come in and out of our facility We currently handle 
around 800 cars a year. Our Facility is located on the Baytown branch on the line coming out of Dayton, 
Te.xas We have a lunited area for trains and rail cars so it is important that the carrier be consistent and 
reliable. 

We foresee a neutral switching operation would improve the efficiency of operations by reducmg the 
congestion diat potenbally could happen widi two carriers switchmg. Also with a neutral switcher we can 
e.xpect that all the cars will be pulled and we can priontize with confidence. 

We e.xpect our business at Mount Belvieu to continue to grow in the future. The installation of a neutral 
party to supenise switching of the branch would provide a long-term solution to our need of efficient and 
competitive service. 

I certify under penaltv of peijurv that die foregoing statement is true and accurate to the best of my 
belief 

Sincerelv, 

Jiinice Rowland 
Rail Operations Supervisor 
Dynegy Inc. 



-Entergy 

October 14, 1998 

Entergy SarvicM. Inc. 

";055 o'ogars Mn: =cac 
T-e Wcodianas rx "330 
' t ' 231 297 3562 

Charlas W. J«w«ll, Jr. 

C ^a! Si..ociy 

The Honorable Vemon Williams 
Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Washington, DC 20423 

Dear Mr. Williams: 

Re: Finance Docket No. 32760 (Sub-Nos. 26 and 28) 

.Vly name is Charles W. Jewell, Jr., Director-Coal Supply, at Entergy Services, Inc. a 
wholly owned subsidiary of Entergy Coip. Entergy Services, Inc. is a se n'ice company 
which purchases and manages the fuel and transportation for Entergy Corp's generating 
subsidiaries (Entergy Gulf States, Inc. and Entergy Arkansas, Inc.). Entergy Gulf States 
owns and operates the Roy S. Nelson Generating Station ("Nelson"), a coal- fired electric 
generating station located near Mossville, Louisiana. 

The Nelson facility is served by three carriers: The Kansas City Southem Railway 
Company ("KCS"), Union Pacific Raikoad Company ("LT") and The Burlington 
Northem and Santa Fe Railway Company ("BNSF"). (BNSF recently obtained access to 
the Nelson facility by virtue of its bccoiiing a one-half owner of the former UP line 
between Houston and Iowa Junction, LA). The facihty can receive shipments of coal 
from . lines located in the Southem Powder River Basin served by both UP and BNSF, or 
from all PRB locations served by BNSF. We rely on the railroads for 100% of our coal 
deliveries. 

I am filing this statement in support of BNSF's request that the Board grant BNSF 
overhead trackage rights over the UP line between Fort Worth and Dallas, TX (vir 
Arlington), to enable BNSF to join the directional operations recently instituted by UP 
berween Dalli^ort Worth and Waxahachie, TX. We believe that this request will result 
in service improvements and needed operational flexibility. As I understand the 
situation, BNSF presently has trackage rights over UP between Fort Worth and 
Waxahachie and that line is now used for southbound movements while the BNSF line 
between Waxahachie and Dallas over which UP has operating rights is being used for 
LT's northbound operations. BNSF could better join in UP's directional flow plans for 
this route ifi t were provided trackage rights on UP's main line route between Fort Worth 
and Dallas via Arlington, TX, whirh would minimize delays to both carriers and their 
customers. 



The Honorable Vemon Williams 
Page 2 
10/14/98 

^SNS^tra ns S 7 ^ ' ' ' ' ' ' '° ^''^^'^ °̂ 'he Nelson station. 
F o ^ \ ort , n / w . °" I'ne between 
Fort A orth and Wa.xahach.e, set̂ ice to the Nelson station could be adversely impacted 
due 0 delays m this area. To avoid that result, Entergy supports BNSF's ^uest for 
overhead tracKa.e n.^ts over LT's line between Fort Worth and Dallas vta A ^ m l n to 
join in the directional operations in the area. ^ungton to 

For these reasons, the Board should grant BNSF's request. It would benefit our comnanv 
and other shippers, wnl result in ser.ce improvements for both LT and BNSF 
one more step in insuring :he congestion which impacted the Gulf Coast area and much 
ot Texas, including the Fort W.̂ rthDallas area, does not reoccur. 

Sincerely, 

Charles W. Jewell. Jr. 
Director-Coal Supply 

jb 

cc: The Honorable Linda Morgan 
Chairman 
Surface Transportation Board 
1925 K Street, N.W. 
Washingibn, DC 20423 

4 ^ 



ESSO MEXICO. S.A.DEC.V. E ^ ^ ^ N 

Division Quimica CHEMICAL 

' Jul^ 3iiJ !'j5€i 
HONORABLE MR. VERNON A WILLIAMS 
SECRETARY 
SURFACE TRANSPORTATION BOARD 
1925 K. Street, N.W. 
Washington, D.C. 20423-0001 

Subject: Docket No. 32760 
Sub No. 26 

We are a Company in Mexico dedicated to commercialize in bulk Chemical products, which 
have been doing business with our Filial in the USA. 

Lately, or better said since the merger of UP/SP we have expenenced a lot of delays on our 
business to the USA and Mexico mainly because of the lack of competitiveness on rail 
transportation aver the Laredo Tx. / Nuevo Laredo Tamaulipas, border. 

The delays as we all know have been due to the problems that UP/SP merger have 
incurred in handling appropiately this merger to the fact that we as many other companies have 
been jeopardizing our international business becuase of delays incurred in traffic. 

Our company strongly believes that UP/SP merger has not given us the opportunity of 
"alternate competition" or rail tran'^portation services to perform the traffic through the mentioned 
border as the S8T envisioned when it approved the UP/SP merger. 

Therefore we kindly request that the BNSF obtains overhead trackage rights on UP's San 
Antcnio - Laredo line, and that also obtain permanent bi-derectional trackage rights on UP's 
Caldwell - Flatonia - San Antonio and Cadwell - Flatonia Placedo lines, in place of temporary 
trackage nghts at present. 

We beleive that by approving these trackage rights, all parties involved, even the UP/SP 
will benefit from sinctRhey will hardly incurr in congestion again, since there will be another 
company that will compete with them and will enforce that both companies become efficient if they 
want to participate in the market. 

Thanking you in advance for your kindly attention to my request and hopping thet it will be 
approved 

Sincerely yours 

Elizabeth Martinez R 
Logistics Supervisor 

An$(otel«$NO 'T-tOl TERMINAL TUXPAN 
COI Poianco Chjpu«M»c Carr St/ tuqo H* la Ptrta r-Caoos Km 3.8 
1 tseo M««ico 0 P Tuxpan da Bdj Cano Var C * 928.,0 

290-09-60 Fax 280-00-70 Tall 783-4.25-80 Fax 783-••70-46 



June . i". !<508 

Subject. Docket So :-2'60 
Sub-No 26 

To '•^hom It rr\i\ concem: 

U e are a compan> dedicated to the export import of non-terrous metals, vvhich have b«en doing business 
u lth enteiprises in the L S.A. Europe and Canada. 

Lately, or better said, since the merger of UP SP we have experienced a lot of delays on our business to the 
LSA mainly because of the lack of competitiveness on rail transponation over the Laredo. T.X Nuevo 
Laredo-Tamaulipas. border 

The delays as we all know have been due to the problems that the L'P SP merger have incurred in handlina 
appropriately this merger to the fact that ue. as many other companies, have been jeopardizing our 
intemational busmess because of delays incurred in traffic. 

Our c-Tpany strongly believes that the L'P SP merger has not given us the opportunit\ of altemate 
competition" on rail transportation services to perfomi the traffic through the mentioned border as the STB 
envisioned when it approved the L'P SP merger. 

Therefore we kindly request that the BNSF obtains overhead trackage rights on UP's San Antonio -
Laredo line, and that also obtain permanent, bi-directional trackage rights on UP's Caldwell-Flatonia - San 
Antonio and Caldwell-Flatonia Placedo lines, in place of temporary trackage rights at present. 

We believe that by approving these trackage rights, all parties involved, even the UP'SP wil l benefit from it 
since they wil l hardly incur in congestion again, since there wil l be another company that wil l compete with 
them and will enforce that both companies become efficient i f they want to panicipate in the market. 

Thanking you in advance for your kindly anention to my request and hoping that my request is approved. 

Sincerely yours. 

Alejandro Cervantes R. 
General Director 

F I M E X P O M E T A L E S S.A. DE C V . 
Rio S*nm No. 54 P A Col. Cuajhitmoe 06600 Mteioo. O.F. 
Tm. : S6S-.̂ 7-00 706-15-16 F M : 936-8«-97 703-1»« 



GEORGETOWN RAILROAD COMPANY 
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JAMES E ROBINSON 
PRESIDENT 

Mr. Vemon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street. N'W 
Washington. DC 20423 

October 15, 1998 

Re: STB Finance Docket No. 32760 (Sub-Nos. 26, 30 and 32) 

Dear Secretary Williams: 

I am writing this letter to clarify ai:d supplement my August 12, 1998 statement of support on 
behalf of Georgetown Railroad Company ("GRR") for the Union Pacific which was contained in 
Volume IV of UP's Opposition to Condition Applications, filed with the Board on September 18, 
1998. 

In my August 12, 1998 letter, GRR indicated that it opposed requests for new remedial 
conditions in this proceeding. What I meant by that statement is that the GRR generally opposes 
the imposition of additional remedial conditions that would provide carriers with new ' 
competitive access to shippers. GRR still maintains that view. 

However. I would like to clarify that GRR fiillv suppnrr<; BNSF's request for overhead 
trackage nghts on the UP Taylor-Milano line. BNSF's request would not create any new 
competitive access. Rather, BNSF seeks only to maintain its existing competitive access to 
handle shipments for Texas Crushed Stone and other customers at Kerr/Round Rock fwhich are 
served by GRR) by ensuring the proper ftinctioning ofthe original condition. Specifically it has 
oeen our company's experience since the merger that BNSF has been unable to provide 
consistent and reliable service to handle shipments for such customers using its existing rights 
due to congestion on UP's Temple-Taylor line. These problems, which have ariser since the 
tnerger, were not foreseen at the time UP and BNSF reached their Settlemem Agree nent or when 
the Board issued its decision approving the merger. 

GRR notes that pre-merger, SP had rights to utilize UP's Taylor-Milano line Thus BNSF's 
request would simply provide BNSF with the ability to use that same route to maintain'adequate 
competitive service to shippers and thus restore the competition that SP provided pre-merger 



In sum. while GRR stands bv its original Auaû t 17 i ooa i « 
requests for remedial condition^ that seek t w cnrnL ^^^ ^'''"^ °PP°^i"g 
request for overhead trackage ri^t^on UP Hine he^ ^"PP°"^ BNSF's 
our company supports BNSF's rVquest is L t woul7n̂ ^̂ ^ f ' ^ ' ^ ^ 
would allow BNSF to route traffic over a mor i L "11 ' ^ T ; "° " ' ^ 'competitive access, but 
efficient sen ice bv avoiding nucl of the con.e ?S H '^^"''^ ^""^^ '"o^ 
currently using. dRR believed thm^^ 1^8 w f '"'^'"^^'^^'^^^^ rights that BNSF is 
provide our customers with J ^ c o S S ^ d relilbL'^:;:!^^^^^ ^'^ ^^"'^ 

of icTotS. 1998. ' " ^ ^ ^ '̂̂ ^ ^ - ^ ^ - ^ — t . Executed this 15th day 

Sincerely. 

J. E. Robinson 



NAO Logistics 

August 24, 1998 

Mr Vernon A. Williams 
Secratary 
Surface Transportation Safety Board 
1925 K Street NW 
Washington, DC 20423-0001 

General Motors Corporation 

4in Floor Annex 
3044 W M I Grand Souiavard 
OetroK. MlC l̂gan 46202 

CNTIMO . 
Oftlea of th« %mf\»n 

SEP 10 1998 

PubUc Rtcertf 

RE. Finance Docket No. 32760 (Sub-No 26) 

Dear Secretary Williams: 

As one of the nation s largest private sector users of the U. S rail freight system, General Motors 
is submitting this statement in support of the Burlington Northern and Santa F« Railway 
Company's ("BNSF ) request for trackage rights between San Antonio and Laredo, Texas. 

With three assembly plants and over sevent/-five component manufacturing facilities, GM has 
established itself as one of the largest corporations in Mexico, Although the majority of GM's 
freight moves through Eagle Pass, with only tri-levels currently moving through Laredo, 
projections indicate that increased growth will force GM to depend more heavily on the Laredo 
gateway. 

Of concern to General Motors is the reduction in competition of rait services via the Liiredo 
gateway due to the UP/SP merger and the privatization of Mexico's railroads. Without viable rail 
altematives, General Motors faces possible delays in freight movement and potential rate 
increases in the future. In addition, BNSF currently routes freight to the Laredo gateway by 
connecting with the Tex Mex via the Algoa-Corpus Christi line creating considerable congestion 
and transportation delays. Granting BNSF's request would allow them to route freight more 
effectively and eliminate congestnn. 

Because GM relies heavily on rail sen/ice, it is imperative that the sen/ice provided be both cost 
effective and efficient. Otherwise, GM would be at a competitive disadvantage within the United 
States and global marketplace. For these reasons, GM supports the BNSF request for trackage 
rights between San Aritonio and Laredo, Texas. 

Thank you for taking the time to review GM's views conceming this issue of national 
transportation policy 

Sincerely, 

D M. Mishler 
Executive Director 
NAO Logistk:s 

cc: C. Gilroy 
M. E MacDonald 
L. Sorchevich 



Grupo Cydsa, S.A. de CV. 

C v d S d H ^ ^ ^ ^ Ave. flicardo Wargain Zo^j/a No. 325 
^ ^ - ^ ^ Garza Garcia. N L.. Mexico 

Apartado Postal 642 
Tel. (8) 335-90-90 

Fax: (8) 335-33-30 

July 8th, 1998 

Honorable Vernon A. Williams. 
Secretary. 
Surface Transportation Board. 
1925 K. Street, N.W 
Washington, D.C 20423-000' 

Subject: Docket No. 32760 
Sub-No. 26 

Dear Sirs: 

Grupo Cydsa S.A. de CV. is a group of companies dedicated to the manufacture of 
vanous commercial and industrial products such as: PVC resins, PVC pipe and fittings, 
acrliyc fiber and yarn, rayon filament, textue home products and garnments, flexible 
packing films, chlorine and caustic soda, salt, toluendiamine, refrigerant gases and 
propelants among others, with annual sales close to 1 billion dollars with exports of 30% 
of the tCia;. 

Founded in 1945, Cydsa employs over 10,000 people and has 18 plants distributed 
nation wide with the corporate ^dquarters based in Monterrey Mexico suburbs. 

In many of our manufacturing process we use various types of chemical products as raw 
materials which we import from the U.S. due to advantages in quality, availability, pnce. 
etc., mostly from the Texas, Mississipi and Luisiana areas. 

Such chemical products include among others but not limited to: carbon tet, chloroform," 
toluenediamine, acrylonitrile, coke, celulose pulp, polipropilene resins, etc. Our traffic 
department handles about 25 million dlis/year using several types of freight and our rail 
traffic corresponds to approximately 200,000 tons/year or 30% of the total. 

Since the merger of UP/SP we have experienced constant delays in our business from 
the U.S. mainly because of the congestment problems on the raii transportation over the 
Laredo, Tx. / Nuevo Laredo, Tamps, border. 

These delays, we have iaentified are caused by the unproper handling of our shipments 
as a result of the UP/SP merger, have come close to prgduce plant shutdown, thus 
jeopardizing our business in general. This situation as been affecting us to the extension 
that we have been forced to seek alternate ways of transporting into M6xico our raw 



Cydsa 

Grupo Cydsa, S.A. de CV. 

Ave. Ricardo Margain Zozaya No. 325 
Garza Garcia. N L.. Mexico 

Apartado Postal 642 
Tel. (ft) 335-90-90 

Fax: (8) 335-33-30 

matenals, such as truck shipping and vesseiing from near ports with the implied 
additional cost. 

Our company strongly believes that the UP/SP merger has not given us the opportunity 
of an "alternate solution" cn rail transportation services through the mentioned border as 
the STB envisioned it when merger wa.s aproved. 

Therefore, and for the benefit of the parties involved, we kindly request that the BNSF 
should be given overhead trackage nghts over the UP's San Antonio - Laredo line, as 
well as permanent bi-directional trackage rights on UP's Caldewell - Flatonia - Placedo 
lines which are currently in place on a temporary basis. 

We do not think that the BNSF-Tex Mex via Laredo could be considered an option 
because the congestion .along the Algoa-Corpus Christi route prevents the BNSF-Tex 
Mex from offering a timely, efficient and reliable service. 

We believe that by approving these trackage rights, all parties involved, including the 
UP/SP will benefit, since it will allow a more fluid traffic and hardly incur in any 
congestion as it happened in the previous months; moreover we think that the inclusion 
of another railroad will enforce both companies to become more efficient as they seek to 
participate in the market. 

We hope you will find these facts pertinent to our request and we thank you in advance 
for your kind attention to this letter, I remain yours. 

I declare under penalty of perjury that the foregoing is true and correct to the best of my 
beliefs. Executed on this day of Juiy B"", 1998. 

Jesus Hernandez 
Import and Traffic Corporate Manager. 
Grupo Cydsa S.A. de CV. 



Mabe 
OIRECCION DE DISTRIBtCiON Y TECNOLOGIA DE INFCRMACION 

GERENCIA DE TRAFICO 

July 24th. 1998. 
Honorable Vernon A. Wiliiams 
Secretary 
SurfaceTransportation Board 
1925 k. Street, N.W. 
Washigton, D.C. 20423 - 0001. 

Grupo Mabe, a holding company that gathers a group of plants in Mexico, dedicated 
to manufacture white appliances, stoves and refrigerators, requires different modes 
of transportation services. In fact, we use truck, rail, air and water servrces. But rail 
transportatioii plays a key roll for us to be able to have all our raw materials 
imported from both USA & Canada, and to ship our finished products too. The NAFTA 
has made our business grow dramatically and thus, the quality on transportation 
service has been very important for our company. 

Since the merger of tP/SP in September of 1996, we started looking for new 
alternatives in order to receite our raw materials in time and in the most competive 
market conditions. It is well known for you the fact the LP/SP merger has not 
brought ot us the competitive efficiencies, nor the improved service they promised to 
all the industries. On the contrary their service has been deteriorated since last 
-•ummer.to the point that we have jeopardized our intemational business due to 
delays incurred in rail traffic via Union Pacific. 

BSNF has been railroad alternative with good results. But they have not been able 
either to perfonn 100% on time, as their operations has been impacted by the UP 
service problems, mostly in the texas area. As you have requested all interested 
parties to submitt new proposals and file new c4>ndition8 focused to remedy the 
service problem, we kindly request that BNSF obtains overhead trackage rights on 
UP's San Antonio - Laredo line, and that also obtain pennanent bi- directional 
trackage right on Up's Cadwell • Flatonia • San Antonio and Cadwell • Flatonia Placedo 
Lines, in place of temporary trackage rights at present. 

We belive that by approving these trackage rights, all parties involved, even the 
LP/SP will benefiMroin it. since they will hardly incur in congestion again, as there 

^ e other cpnysfniplh^t will compete with them and will enforce that both 
'contf^ies becoau/conipetive and efficient if they participate in the market. 

' / L 
Av. Insurgenles Sur 617 3er piso Col. Napoles CP. 03180 



QRUPO VITRO 

JulyO: 1998 

Honorable Vernon .\. W illiams 
Secretary 
Surface Transportation Board 
1925 K. Street. .N.U . 
Washington, D.C. 20423-0001 

Subject: Docket .No. 32760 
Sub-No. 26 

Vitro seaes commercial, industrial and consumer markets with glass conuiners, flat glass. automDtive glass, 
glassware, plastic container, aluminium cans and household goods. Based in Monterrey. Mexico Vitro was 
founded in ' m and employs over 30 000 people. It has its own production and distribution facilities in 8 
countries. ,.,^,uding .Mexico and the United Sutes. 

Our traffic department handle 126.0 million dils-'yearto move all kin J of freight. Our rail traffic in U S A is of 
460.000 tons, vear. 26% of our toul traffic and we mainly use the Laredo, Tx /Nuevo Laredo. Tm. border, 'iliese 
are our main commodities that we handle by rail: 

Commodity Shipper Origio Tons 
Soda Ash Ansae Green River, Wy 400.000 tons/yetr 
Silica Sand U S. Silica Mill Creek, Ok 8.400 tons/year 
Kaolin Wilkinson Gordon, Ga. 5,000 tons/year 
Borax U.S. Borax Boron, Ca 3,600 tons/year 

Wc kindly request that the BNSF obuins overhead trackage rights on UP's San Antonio - Laredo line, and that 
also obuin permanent bi-directional trackage rights on UP's Caldwell-Flatonia-San Antonio and Caldwell-
Flatonia Placedo lines, in place of temporary trackage rights at present. 

We believe that by approving these trwkage rights, all parties irvoived will benefit, since there will be another 
company that will compete with the actual railroads and will enforce that the compinies become efTicient if 
they want to participats in the market. ~ 

Thankjng you in advance for your kindly attention to my request and hoping thtt my request is approved. 
SincerrtyvflUrs, 

Armanffo Diaz Orozco 
Logistica Vitro 

cc Carlos Mattel 
Jaime Galvjin 

A* nam MO. c«i vm M cmm: mm o«n onm. H.L. 



MARKETING, INC. 

October 15,1998 

Hdoor̂ le VtnoR A. WilUiaw. S«cretaiy 
Surftcd Tniupoitation Botfd 
1923KStrBec 
W ĥingtoa, DC 204234)001 

iXxMted in Miflvel. Toas il in the business of mmnAcbning ^ 
toetat0 Mter •ô eat« for ouwnMn thfOO«faoî  the Umted Stttts. 

PD. Box 1S9 
Manwtl.Tsoul 77578 

(2111331-7788 
Fn (281) 58i3S8S 

FeR4ilw»y'irBNSr) 
K̂wld it dctcraua* toido 
oommcoces directiolBal 

I m fUiag thi* stiiemextt ia «pport of tbe B u i ^ o Nott^ 
rtLstSt the Board grart ov«he«l 
M:to join the directional opcrrtiona over any UP Une or Un« ™ r ; ; i , . ; ; ; 7 r ^ 

and ̂ .b«e BNSF hu tnekage rights ovf^but oot b o t | i , " ^ ^ ^ ^ 
S S X u l <tow«. We beUev. Ihnt this request WiU b<nefit^<^^ 
will reiuh in lervice nnimnrMnoati ana needed oper^^ 

Under pf«e« oper«ion^ BNSF has to run w:directk,««U o p ^ 

^ ^ r ^ Z c ' A ^ ^ ^ ) . In «ch instances. BNSF t»ins M̂f i dtyed when runmng 
^ S ^ c ^ UP f̂Stitional operidoos ui«il UneU eg ™- o i ^ ^ 
S o a to deUytag BNSF trrfBc, UP tnffie ii pot«idly deUyed^ e BNCT opera-ag«* 

conqMoy aad otber aUppen. j : : 

We believe that UP** uoilaieral aad uautidpked h«ii«ioo of twpj)r " ^ ^ ^ [ f ? ^ , ^ ^ 

ftNSFh* the Board. UP'aaecominodatiooofitsownopentlooilneWi-aadfrtwd*^ 

cguaeedlauptk»to BNSFs operitioaa aod iiihiWtaBNSF^>a^ 

predkaableaadreliahkservwtoowooinpeiiyaadodw T" * i 5 S ^ ^ 2 S r f » i v 

inhibta HNSFj iwentive to laake capftal ooinniltmen̂  

J 



October 15, 1998 
Hooorable Vernon A. Wilhams, Seaetary 
Page 2 

ID sum, we believe that the BNSF's request would help to alleviate t&e degradftioc in service and 
reduce congestion on the lines over which UP has instituted dtrectiajal operations. We ore also 
in favor of this request because it would eliminate the potential for 
over that of BNSF moving on tndcage rights lines. 

For all of these reasons, the Board should grant BNSF's reqtiest ttwoild 
ud other shippers aod will result in service improvements for both UP 

I certify under penalty of pojury Aat the foregoing is true and ooirea. 
October, 1998. 

Sinoerely, 

HCH MARIGETING, INO. 

Andrew K. Schwartz, k. 
Chairman 

to &voif its own traffiie 

benefit our eompany 
and BNSF. 

Executed this 15* day of 

I 



Houston Lighting & Power Comptny 

A Division of Houston Mmstrtoa Incorporated 

Verified Stateaent In Support of BNSF'a 
Joining UP'fl Directional Operationa 

My name is Carla J. Mitcham, I am General Manager, Fual fi 

Energy Management at Houaton Lighting & Power Company {"HL«P"), a 

diviaion of Houaton Induatriea Incorporated. HLfiP owna and 

operates the Llmeetone Generating Station ("Limeetone Station"), an 

•lectric generating plant located near Jewett, Texas. 

Currently, the Limestone Station is fueled primarily by 

local lignite. However, HLtP is conaidering the use PRB coal at 

the plant. Such coal would be delivered by the Burlington Northern 

and Santa Fe Railway Company ("ENSF"), which la currently the only 

carrier serving the plant. 

Due to our possible expanaion of the uee of PRB coal, I 

am filing this atatement in support of BNSF'a request that the 

Board grant BNSF overhead trackage righta over the UP line between 

Fort worth and Dallas, Texaa (via Arlington), to enable BNSF to 

join the directional operationa recently instituted by UP between 

Fort worth and Waxahachie, Texas. HLfiP bellevee that ita future 

ehipplng interests and those of other shippers will benefit from 

the resulting service improvements and operational flexibility. 1 

understand that, at the moment, BNSF haa trackage righte over OP 

P.O.Box 1700 • Houston.Texas77251-1700 • (713)207.3200 



Houston Lighting & Power Company 

A Division of Houston Industries Incorporated 

between Fort Worth and Waxahachie and that the line .is now used for 

southbound and northbound movements by the BNSF. The southbound 

BNSF traffic must run counter to the UP directional operations. 

BNSF could better join in UP's directional flow plans for this 

route if it was provided trackage rights on UP's main line route 

between Fort Worth and Dallas via Arlington, Texas, which would 

minimize delays to both carriers and customers such as KL&P. 

As I stated, in the future, HLfiP may use BNSF direct 

service to provide PRH coal to the Limestone Station. If BNSF 

trains are forced to operate against the directional flow on the UP 

line between Fort Worth and Waxahachie, service to the Limestone 

Station could be adversely Impacted due to delaye In this area. To 

avoid that result, HLfiP supports BSNF's request for overhead 

trackage rights over UP's line between Forth Worth and Dallas via 

Arlington to join in the directional operationa in the area. 

The Board should grant BNSF's request because (i) i t will 

result in service improvements for both UP and BNSF thereby 

benefitting HLfiP and other shippers; and (ii) i t represents another 

important step toward preventing the severe congestion problems 

that plagued the Houston/Gulf Coast area and much of Texas over the 

past year. 

P.O.Box 1700 • Houston.Texas77251-1700 • (713)207-3200 



Houston Lighting A Power Compmy 

A Division of Houston Industries Incorporated 

STATE OF TEXAS ) 
} SS: 

COUNTY OF Harris ) 

Carla J. Mitcham, hoinq duly sworn, deposes and says that 

she has read the foregoing Verified Statement, knows the contents 

thereof, and that the same are true as stated, except as to those 

atatementa made on information and belief, and as to thoae, that 

she believes them to be true. 

Subscribed and sworn to before me 
this / ^ ^ a y of October, 1998. 

Notary Public for the County of Karria, Texas 

My Commission expires / ^ / 

CMA«UOniA.aAItSV 
ment Mii. eem T f 

P.O.Box 1700 • Houston,Texaa77251-1700 • (713)207-3200 



HUGO NEU-PROLER COMPANY 
W O S L D P O R T L A - M E T A L R E C Y C L E B S 

October 15 1SS8 

The Honorable Vernon A. Wiliiams, Secretary 
Surface Transportation Board 
1925 K St-eet. N W 
Washington, D C 20006-1882 

Re Finance Docket. No. 32760 (Sub-Nos. 26 and 28) 

Honorable Vernon. 

My name is Jeffrey Neu, I am the General Manager of Hugo Neu-Proler 
Company. Our Company is located is Terminal Island, California and is in the 
business of Steei Scrap Recycling. We produce Steel Scrap that is shiroed to 
various destination, California, Arizona, Texas and Mexico. Because of the low 
value of steel scrap, rail transportation is necessary for us to supply our 
customer. 

I am filing this Verified Statement in support of the Buriington Northern 
and Santa Fe Railway's ("BNSF") request that the Board grant permanent 
bidirectional overhead trackage rights on UP's Caldwell-Flatonia-Placedo line. I 
believe that this request will benefit our company and other shippers and will 
result in service improvements, needed operational flexibility and the ability to 
avoid adding unneces sary traffic to the Houston terminal area. 

BNSF's rights on the Placedo route are temporary, directional 
(southbound) and conditional on UP continuing directional operations south of 
Houston On September 18, 1998 UP indicated to the Board that it intends to 
end its directional running operations after it completes an additional siding near-
Angieton, TX. When UP ends directional operations on this route, BNSF will be 
barred by UP from further use of this line. 

I believe that BNSF needs to ensure that it can avoid operating over 
Algoa route - even if UP completes proposed capital improvements on that route 
- to minimize the risk of delay for its trains. Moreover, since operations via the 
Algoa route unnecessaniy brings traffic through the Houston terminal area, an 
alternative routing was available to SP pre-merger since it was formerly an SP 
route and BNSF's request would simply permit BNSF to replicate the competitive 
options available to shippers by the former SP. 

BERTM 210-211 P 0 B O 3100 901 NEW DOCK STREET TERMINAL ISLANO CA 90731 PHONES (2131 r7$.«a2« « (110) Ol-OZr MX (3101 (33-9122 



HUGO NEU-PnOLER COMPANY 

In addition, having permanent versus temporary trackage rights would 
permit BNSF to participate as necessary and appropnate. in needed 
infrastructure investment (sidings, etc.) on this line Understandably, BNSF is not 
Iikely to commit to such investment when its rights can be canceled on short 
notice by UP 

For all these reasons, the Board should grant BNSF's request to maintain 
these bidirectional overhead trackage rights on a long-term basis This would 
benefit our company and other shippers and will result in service improvements 
for both UP and BNSF to provide greater operational flexibility and reduce 
congestion in the Houston terminal area. 

I certify under penalty of perjury that the foregoing is true and correct. 
Executed this 15'" day of October, 1998. 

Sincerely, 

P. Neu 
General Manager 



/ 

Olvltlon Ae*re« TubutwM 

July 6. 1998 

Honorable Vernon A. Williams. 
Secretary. 
Surface Transportation Board. 
1925 K. Street, N.W. 
Washington, D.C. 20423-0001 JUL 17 

•eary 

Subject: Docket No. 32760 
Sub-No. 26 

Hylsa Division Aceros Tubulates serves commercial, industrial and consumer 
markets with steel pipe products such as: standard pipe for gas and water 
conduction, conduit pipe for electrical purposes, structural pipe, etc... Hylsa 
Division Aceros Tubulates is currently based in Monterrey, Mexico; it was 
founded in 1954 and employs over 500 people. 

Our traffic department handles about 150,000 Tons/year using several types of 
freight, and our rail traffic corresponds to approximately 12.000 tons/year or 8% 
of our total traffic. 

The commodities currently shipped into the USA are basically: Square and 
rectangular structural pipe, conduit pipe and API line pipe (petroleoum 
applications), and the major destinations are: Los Angeles, Cel., Brewster, Ohio, 
Vancouver, B.C., Calgary, Edmonton, and Winnipeg, Canada. 

Lately, or better said since the merger of UP/SP we have experiencing delays in 
our business towards the USA mainly because of the lacl< of competitiveness on 
rail transportation over the Laredo, Tx. / Nuevo Laredo, Tamps, border. 

Av*. OtMfTWQ tst • S«n NieoUi M tot Oaoa. N.L • CP. 66452. MCXCO 
Tdt. Hot. (6) 3S1-6636, 351-2066. 328-t747. 32»-t673 • F M No*. (6) 326-16M. 32»-IM1 
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Olv)»lon Actrot TubularM L ^ \ . 

Such delays as we all know have been caused by the unproper handling of dur 
shipments as a result of the UP/SP merger to the extension that it is jeopardizing 
our current intemational business. 

Our company strongly believes that the UP/SP merger has not given us the 
opportunity of an "alternate competition" on rail transportation services through 
the mentioned border as the STB envisioned it when approved the UP/SP 
merger. 

Therefore, and for the benefit of the parties involved, we kindly request that the 
BNSF should be given overhead trackage rights over UP's San Antonio - Laredo 
line, as well as pennanent bi-directional trackage rights on UP's Caldwell • 
Flatonia - San Antonio as well as Caldwell - Flatonia - Placedo lines which are 
currently in place on a temporary basis. 

We do not think that the BNSF-Tex Mex via Laredo could be considered an 
option because the congestion along the Algoa-Corpus Christi route prevents 
the BNSF-Tex Mex from offering a timely, efficient and reliable service. 

We believe that by approving these trackage rights, all parties involved, 
including the UP/SP will benefit from it since it will allow a more fluid traffic and 
hardly incur in a congestion as it happened in the previous months; moreover we 
think that the inclusion of another railroad will enforce both companies to 
oeccme more efficient as they seek to participate in the market. 

Thanking you in advance for your kindly attention to our request, I should remain 
yours. 

Sipcerely yours; 

Jaime Trevino. 
Export Sales Manager. 
HYLSA DIVISION ACEROS TUBULARES. 

A««. GuWTtre ' SI • San N«<Ms M to* O m . N.I. - C P 66452. MEXICO 
T*tt. No*. (•) 351-6636. 351-2066. 328-1747. 326-1873 - FuNo*. (8) 328-18M. 328-1881 



M y 6. 1998 

Honorable Vemon .A Williams 
Secretar> ofthe Surface Transportation Board 
1̂ 25 K Street. \ W. 
\Vashington. D C 204::i.000i 

.'BP. inc.'s Suppon for BNSF Trackage Rights 

personal knowledge ofthe matters contamed in my statement. ' ' 

LP SERVICE FAILLRES 

IBP has endured a considerable loss in service as a result ofthe UP/C\W and VP̂ P̂ 
mergers. These difficulties have increased transits on our tank cars increased emeln^v 

TE.MPORARY TRACKAGE RIGHTS 

HoTs::::;r; c™̂  T ^ being su'e™,̂̂^̂̂^̂̂^̂  ,he 
Caidt^^l'na o n ^ r p r u""' '̂ '̂  ̂  ^•'"^ -«re better ov r Sfe CaJaweiJ- Flaton.a- Placedo hne than they were over the Algoa-Corpus Christi line. 

•M. jne P O. SOX 515. DAKOTA CITY. NEBRASKA 66731 TELEPHONE: 402^94-2061 



The efficiency in reduced transits is realized by the increase in cars available for loading through 
improved cycle times. 

Period 
May June 1997 
.Vlav.'June 1998 

Volume 
96 Shipment? 
110 

.Average 
Transit 
20 Days 
16 

RECOMMEND.ATION 

IBP is requesting the Surface Transportation Board to grant the BNSF permanent 
trackage rights over the UP Caldwell-Flatonia-Placedo line. These permanent trackage rights will 
not only benefit IBP's rail fleet utilization, but wil] also benefit our ci«tomers who will be 
required to cany less "safety stock" inventory to effectively manage rail transit fluctuations. 

Sincerely, 

Perry M. Bourne 
AV? Transportation 



APPENDIX A 

VOLUME FROM I8P PLANTS ON BNSF TO MEXICO VIA 
LAREDO, TX. 

ACTUAL DATA FROM 06/01/97 TO 05/31/98 

ORIGIN: AMARILLO.TX 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

r ALLOW 
BCNE MEAL 
FROZEN MEAT 

120 017 037 
16.378,750 

629.750 

731 
98 
S 

ORIGIN: HOLCOMB. KS 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

BONE MEAL 
FROZEN MEAT 

1.404,700 
1,735,500 

8 
14 

ORIGIN: JOSLIN. IL 

PRODUCT 
POUNDS 
SHIPPED 

RAIL 
SHIPMENTS 

FROZEN MEAT 332,000 



@ Kimber ly -C lark de Mexico, S. A. de CV 

July 8th. 1998 

Honorabie Vernon A Wiliiams 
Secretary 
Surface Transportation Board 
1925 K Street, N W 
Washington, D C 20423-0001 

Kimberly-Clar:< de Mexico, S A de C V is a company dedicated to the manufacture of 
cc sumer and paper products which is located in the country of Mexico. In the course 
of our business v.'e import into Mexico matenals from the US and Canada which arc-
transported via rail, truck and air services 

To handle our rail traffic into Mexico we utilize a jmber of railroad companies which 
pruv,tj,c seivices to Laredo, Eagle Pass and other points in the US/Mexico border, 
these coinpiinies include the Burlington Northern Santa Fe (BNSF) railroad company. 

The BNSF has requested us to evaluate and make a recommendation on a request 
presented to your office for overhead trackage rights on UP's San Antonio - Laredo 
line and pormameni oi-directional trackage rights on UP's Ca!Jwell-Flatonia-San 
Antonio and Caiawell-Fiato( ..a-Placedo line in place of temporary trackage nghts. 

We understand that the BNSF s request will promote healthy competition between the 
different railrcad companies, providing customers with additional transportation 
options, increasing the available equipment to haul goods on the above mentioned 
tracks and ircre^ising the ove'il l efficiency and availability of railroad services 

Based on the above, we support BNSF's request to obtain the previously mentioned 
trackage rights 

I ihank you in advance for your kind attention to this letter 

Sincerely Ydurs, 

Josef l Robles 
Imported Raw Mat>jrials 

c c P Desdier Purchaping Manager 

JoM LUIS LaGrange 103. Poianco 11510 M«xico 0 F 
Tei$ '915)282-7300 Apdo, oostallO-1003. 

Oflccias Adminittratlvas T«t«tax (915) 282 7272 



<;vtciaCtv CfitmicaCs ant£ UanufactuTi7x.£ 

Honorable Vemon A. WiUiams. Secretary 
Surface Transportalion Board 
1925 K Street 
WMhington, DC 20423^01 

Rc Finance Dockei No. 32760 rSub-Nos. 26 and 28) 

IS tco r c S ' r r S ^ i ^ s Sub̂ ^̂ ^ include South C o a ^ ^ ^ ^ ^ 
^ ^ ^ ? ; T C X « South coast Tenninal, Poet r - ' ' " ; ; ) ; ; ~ 

' L Anh Texas, and ̂ - ^ ^ ^ ^ ^ ^ ^ ^ ^ .„d pac^.ir., Wc 

serve custonien. su h « ^̂ Ĵ̂ Ĵ ^̂ ^̂ ^̂ ^̂ ^̂  ^ y^ke Fluid. Wc move product by ml 
Petroleum, Lyonddl. ^I^^**" ^ "V"''J^^^^ i,ii„ois. South Carolina aod our 
to other poinw m Louisiana. Cahlomia, ""i ;^^^^ ^rf„ce ,md market 
marketing ellorts are ̂ ''^^^J^f/^J^^ " ^ However, 
brake nu.ds, antifrecrc. o.i field '"^"'^^^^^ of our facilities 

a toll proce.s.sor, wc move - ^ - ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ; ^ ^ o m x of business 

iheî r S în^^ custLr materia, received at our faciliUc and customer 

' '"'^^/S'STdt^^ r^I^cnttur yean at Crosby, .ix years at Port Anhur. and Uuf^-As cviaenceu oy iwcniy n ui / reluctant to serve companies 

thelJl Kl'. irom j«» »* _j ,k„i VMfd M well a!« other &cilitie«. would 
liHerwards Today, we are convinced thul KMCU. as wen oui« 

UNSF. 

16603 Rarrwy 

KMCO Inc. 
M.. omh. tmm 77931 • » l - 3 M ^ l • ̂  »I-S»-«M 



A neutral switcher would enhance the efTteiency oi'opcralions for several reas«n.<. 
FirM. with only one neuirJ swiichcr on the btancli. there would be less overall 

activity on tlic branch, a likely reduction in the number of switches and generally les* 
tongestion for all castomers on the branch whether their rail services are provided by 
BNSI or UP. More specifically, with one carrier .switching a shipper's facilities insttiad 
of two (polontially) now, there will he savings in the amoum of time needed to perform 
the .switching services, a reduction in rail movements through die plant or sidetrack, less 
need for jupervision of the switching function, and the eliminaliim oi a need U) separaie 
shipments and cars between two directly .servicing carriers. 

Second, if there is only one ncuuai; party supervising die switching of our plant, it 
would provide I'or better coordination of all acllvitie.s including loading and emptying 
cars. Third, with increased efficiencies that a neulrul .switcher could provide, we would 
expect improved tumaround times on cars. T,a.stly, .shippers like our company would 
benefit by having equal access to the linehaul service of BNSF and UP. 

In .sum, shippers need improved, eriicienl and competiiive rail transportation 
service. Wc believe that this request will benefit our company and other shippers on the 
branch and will result in service improvements for both UP and BNSF. 

I certify uxxdcr penalty of perjury that the foregoing is liue and correct. Executed 
this 14* day of Octob«r,199R, 

Sincerely. 

Clark Craig, CSM 

* 

IT 



SpeciaCty CfiemicaCs and Manufacturin^ 

•MijH Vacuum 'DistiCCation.< Cf^tmical froctssing Hn.d'Manufacturing 
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Honorable Vemon A. Williams. Secretary 
Surface Tran$poru\lion Board 
1925 K Street 
Washington, DC 20423-0001 

Re. Finance Docket. No. 32760 (Sub-Nos. 26 and 2%) 

My name is Clark Craig. I am Customer Service Manager for KMCO, 
Inc., Crosby, Tcxis 1 3m charged with ensuring safe, efficient, and reliable ttansportation 
services to K.MCO, Inc, and KMCO, Inc. $ub.<!idiarics. Subsidiaries inclu«̂ e South C<»a.st 
I erminal, Housion, J cxas, South Coast Terminal. Fort Facility. Houston, Taxas. 
KMTEX, Inc.. Port Arthur. Texas, and South Coast Terminal. LaPoTte, Texas, 

Our companies specialize in custom chemical processing and packaging. We 
serve customers such as DOW USA, Exxon Paramins, tJnion Carbide Corp«'raiion, Ethyl 
Pccrolcum, Lyondell, Condca Visit and Wagner Brake Fluid, We move product by rail 
to other points in Louisiana, California, Utah, Oklahoma, Illinois, South Carolina and uur 
marketing effon.s are beginning to pay off in other areas as well. Wc produce and market 
brake fluids, antifreeze, oil field chemical.v. iind other glycol-relatcd products. Tfowever. 
a.s a toll processor, we mo*c customer owned material hy rail in and out of our facilities 
to a much larger degrte In other words, raii traffic is relative to dK amouni of business 
generated not only by KMCO effort.-*, but the toll customers it servts (customer material 
shipped from thetr facility, customer material received at our facilities, and cu.suimet 
product shipped from our Facilities). 

As evidenced by twenty-four years at C rosby, six years at P«»rt Arthur, and thirty-
plus years at the South Coast faciiiiics, the UPRR has been reluctant to serve c«)mp«nic$ 
such as ours Now that BNSF is a factor st the Crosby facility, service has increased hy 
the UPRR from 20 - 58% before service righu were given to BNSF to better than 75V. 
afterwards. I oday. we are convinced that KMCO, as well as other facilities, would 
benefit from any richts granicd as described in the statement below. 

J am filing .nis statement in support of The Burlington Northem and .Santa Fc 
Railway's C'UNSP') request thai the Hoard jjrant overhead trackage rights to enable 
UNSF. should it dacrminc to do so, to join the directional operations over any UP line of 
lines where UP commences directioiuil opcraiio.i$ and where BNSF hax trackage rights 
over one. but not both, lines involved in the UP directi«>nal flows, We believe that this 
request will benefit our company -nd other shippers and will result in service 
improvements and nccted operational Hexibiliiy. 

16903 Ranuey M. 
KMCO. Inc. 

> Crorty. Tea* 77539 • UI-329-SS0I • nx. ail-nS-9838 



Under present operations. 13NSF has to run bidiiccUonal operations in certain 
siiiutions <.vcr UP trackage rights line, where 1.7 has instituted directiorul <'P««'̂ ";'« 
such 8.S over the Forth Worth to Dallas. TX line (via Arlington). Tn suca instanccv UNSF 
iins are delayed when rtuming -ag-nst the currerr of UP's directioiul op^auons unl.l 

iS: line is clewed of UP trains. In addition to delaying UNSF uaffic UP traffic is 
ootentially delayed while BNSF operates against the UP "curteut of iraEfic . eomuming 
more ofthe line's capacity than would be utilized with directional operations. TTicse 
delays to both USSF and UP tralTic adversely unpad .service to our company and other 

shipperŝ ^ ^H^vc that UP's unilateral and unanticipated institution of temporary 
directional flows on various lines in Houston/Guir Coast area have harmed the 
elfcctjveness ofthe rights granted to DNSF hy the Ooard. UP's accommodatton of its 
own operational needs - - and later decisions to cease directional rxmnmg on«« lw>« 
as on the former SP CaldwcU-Flaionia-Plocedo line - - causes dixfupoon lo BNSF s 
operations and inhibits ENSF's ability to provide consis-^t. predicublc and reUaWe 
service to our company and other shippers. Such significant changes in rad operation.̂  not 
only undermines the competiiive rights BNSF was granted but undcrstaiuJabiy mWbiU 
BNSF's incentive to make capital commiunents to enhance service to shippers. 

In sum, we believe that the BNSF ŝ request would help to alleviate the 
dcgradati»m in'scrvice and reduce congestion on the lines over which UP hus iaslitutcd 
directional operations. We are also in favor of this request because it would eliminate Ihe 
potential for UP to favor its own traffie over lhat of UNSF moving on trackage rights 

For all of these reasons, the Board should grant BNSF s request. It wouid benefit 
our company and other shippers and wili result in service improvements fbr both UP and 
»NSF. , ^ 

I certify under penally of perjury that lhe foregouig is true and cortcct. LxcctKed 
this 14th day of October.1998. 

Sincerely, 

Clark Craig, CSM 



w3i 
SpeciaCty Cfi-emicaCs and Manufacturing 

HigH 'Uacu.um 'DistUCationj CdimicaC'Procistinj And Manufacturing 

Honorable Vemon A. Williams, Secretary 
Surface i ransportation Board 
1925 K Streei 
Wasliingum, DC 20423-0001 

Rc: Finance Docket. No. 32760 (Suh-Nos. 26 and 28) 

My name is Clark Craig. T am Customer Service Manager for KMCO, Inc., Cmsby, 
l exas. I am charged with ensuring sale, efficient, and reliable iransportation services to 
KMCO. Inc. and KMCO. Inc. sub.sidiarics. Subsidiaries include South Coast Terminal. 
Housion, Texas, South Coast Terminal, Port Facility, lloasum, Texas, KMTEX. Inc., 
Port Arthur. Tcxav and South Coast lerminal, LaPorte. Texas. 

Uur companies specialize in custom chemical processing and packaging. We 
serve customers such a.s DOW USA, Exxon Paramins. Union Carbide Corporation, Elhyt 
Pcuoleum. Lyondell. Condea Visla, and Wagner Brake Fluid. We move product hy rail 
to other points in Louisiana. California, Utah. Oklahoma, Illinois, South Carolina and our 
marketing efforts are beginning to pay olT in other areas as well, We produce and market 
brake lluids. antilreeze, oil field chemicals, and other glycol-rciated products. However, 
as a toll processor, wc move customer owned material by rail in and out of our facilities 
to a much larger degree. In other words, rail traflic is relative to the amount of bu5ine.s» 
generated nol only by KMCO efTons, but the Util customers it serves (customer material 
shipped from their facility, customer material received at our tacilities, and customer 
produet shipped from our laeilittes). 

As eyidenceil by twenty-four yeats at Crosby, six years at Port Arthur, and thirty-
plus years at the South Coast facilities, the UPRR lias been reluctant to serve companies -
such as ours. Now that UNSF is a factor al the Crosby facility, service has increased hy 
the UPRR from 20 - 5%*A before service rights were given to BNSF to better Aan 75% 
afterwards. Today, we are convinced lhat KMCO. as well as other facilities, would 
benefit firom any righis granted us described in the statement below 

I am filing this sutement in support of The Buriington Northem end Santa Fe 
Railway's ("CNSF") request that the Board grant trackage righu oo additional UP lines 
in the Houston terminal area for BNSI' to operate over any available clear routes through 
the terminal. Wc believe that this request will beoefil our company and other shippers 

Cm* 
16509 IteiMey M. 

KMCO. Inc. 
> Cfwby. Itaot 77S33 • a8l-32S-3S01 • fUi W-W-Wm 



and will result in service improvements and needed dispatehing flexibility in the Houston 

'"'"'"''Lcifically this requesi would pennit UNSF to operate over any available dear bpcc.l.cauy^. r q ^ Consolidated 
routes through 'J* '^'^^^'^^^^^^ former HBA f East and West Belts. The result 

t 0̂ ̂ r e ^ X S n « U d by UNSF trains stage, in the lloĵ um tcmtinal 
nglor t^k time lo'use the main trackage rights n̂es they currently share tluough 

terminal and on the former HU&T East and West Be t lines. 
rni request would create an important safety valve for dispatchers w permit 

BNSF tr«ns lo traverse clear routes in the llousum terminal. It .s a reasonable mea..urc to 
Tv̂ fd congesuon and should pose no harm to l/P as it does not give any eompetiUve 
advantage to BNSF's operations in the Houston terminal, . , ,, ^ 

The request thus stands lo benefit all rail carriers operating tn the IIoa«on 
temiinal area lid the shipping public. Il is in everyone'.s best interest to «:hieve better 
sc^cTfor shippers and to reduce the congestion m the Houston terminal area. 
Acatrdingiy, the Board should grant UNSF's request. . c 

I certify under penalty of perjury tÎ al lhe foregoing u true and correct Executed 
tliis Uth day ofOctober, 1998. 

Clark Craig, CSM 



'.Vestern Talc operation* • 767 Old Yellowstone Trail • Three Forks, MT 59752-3313 • (4C6) 2B5-5300 • FAX; (4C6) 285-3323 

October 15, 1998 

The Honorable Vernon A. Williams, Secretary 
Surface Transportation Board 
1925 K Street. NW 
Washington. DC 20423 

RE: Finance Docket No. 32760 (Sub-Nos. 28 and 28), Houston/Gulf Coast 

Dear Mr. Williams: 

My name is William S. Carrier. I am the Distributton Manager Our compiiny Is located in Three 
Forks. Montana and Is in Lhe business of mining, processlrg and marketing talc products. Our 
customer base is spread throughout the midwest, t-stern and soutnem siates and a small 
number of customers In northem Mexict. , 

I am filing this statement in support of The Burlington Northern and Santa Fe Raffway's ("8NSF') 
request that the Board grant trackage rights on additional UP lines In the Houston terminal area 
for BNSF to operate over any available clear routes through the terminal. We believe that this 
request wiil benefit our company and other shippers and will result in servtce Improvements and 
needed dispatching flexibility in the Houston terminal. 

Specifically, this request would penmit BNSF to operate over any availaoie clear routes through 
the terminal as determined and managed by the Spring Consolidated Dispatching Center, and not 
just over the former HB&T East and West Belts. The result would b« to reduce congestion 
caused by BNSF trains staged In the Houstcn terminal waiting for track Ume to use the main 
trackage rights lines they cun-ently share through the terminal and on the former HB&T East and 
West Beit lines. 

This request would create in important safety valve for dispatcners to pemiit BNSF trains to 
traverse clear routes in the Houston terminal. It is a reasonable measure to avoid congestion and 
should pose no harm to UP as it does not give any competitive advantage to BNSF's operations 
in the Houston terminal. 

The request thus stands to benefit all rail carriers operating in the Houston terminal area and Vtio 
shipping pubite. It is in everyone's best interest to achieve better service for thiopers and t 
reduce the congestion In the Houston terminal area Accordingly, the Board should grant BNSF's 
request. 

I certify under penalty of perjury that the foregoing is true and correct. Executed this 15* day of 
October. 1998 

Sincerely, 

William S Carrier 
Distribution Manager 



M. SCHIEFER TRADING CO 
COTTON 

PO BOX 1065 • LUBBOCK, TEXAS 79408 
PMONEBOS—7&2-0700 

FAX 806-762-0078 

10/12/98 

MEMOES; 
LutJlwck Cotton exchange 
Texas CoUon Association 
American Cotton Sftipp«rs 

Association 

Honorable Vernt 
Surface TratvBj 
1925 K Stpg<t, N, 
Wast̂ inc*ron, D.C 

Williams, 
tion Board 
w, 
20423-0001 

Secretary 

rear Sin 

^̂ t. v« -̂ 7760 f<?»it>-Nos. 26 and 28j 
pa. B-;!nance Docket vo, ^^'^^ 

During the paet 2 y--^\l\':^ll%r^''yr^^^^^^^^^ 
due to the t;ertible servxce ^'^JJ"™.;^^ losses becsuse 
Seedless to say that we ^^ ^ J / . J ^ ^ ^ ^ J ?S!"!ting of our cars to 
J[,rere:;t"rriiUJdrerert^.orgi'?Mr?crt us »orl tceight. «• ..ti.ate 
our losses at about $50,000.00. 

X .« filing this Verieled St ,,„.nt in supp̂^̂ ^̂ ^̂  B; ^^n?%r.«t 

Norbherii and Santa Fe \,p., sin Aftt«ni«- Laredo Line, 
permanerit tracicage rights on the ̂ ^J^J.fJ^oSnSiJany and othes^ 
? believe that this request »iJĴ Ĵ"t = ;Ĵ ;;«.„t.*̂ .nd create 
shippers and 'T^ ihlppjis to the Laredo Catevsy. 
meaningful competition Cor rail stiippei^* 

fr>r braekaae rights over the San Antonio 
I believe that USS?'s request '<>^^'="°:*'! "JJtion at this 
ia?edo Line ar. designed •'^JJI^^Jt^^Se to i« .Svexsfcy Impacted by 
^ ^ ^ ^ ^ I ' c r g r . i i r nr:3??^^rproble«. specuicauy on 
the UP'S Mgoa to Corpus Christi route. 

- 2 -



M. SCHIEFER TRADING CO. 
COTTON 

PO BOX 1065 • LUBBOCK. TEXAS 79408 
PHONE 806-762-0700 

FAX 80G-76Z-0078 

MeMBE^t: 
Uibfauck Gotten Enchangs 
Tessa Colton Association 
American Cotion Shippers 

Association 

- 2 -

Granting BSSF trackage rights to the «*«„VJL' 
San JVntonio v i l l also allov DNSc to bypass the TEXMEX, vith 
whom BNSF has been unable to conclude a competitive long term 
coiamerclal arrangement, we are also concerned that the unexpected 

of competition In the privatized Mexican r a i l sysksffl i« 
shippers from receiving a fully competitive service at the Laredo 
Gateway. 
For a l l these reasons, the Uoard should g""tyNSr'iii request for 
tiraeicaae rights over the San Antonio- Laredo Line. Thle voald 
beSeM? oir company and other shippers, and vould result I j 
iSpJovements to thi Laredo Gateway, a. well as provide s competitive 
alternitlve for shippers. 

I certify under the penalty of perjury that the foregoing 
is true and correct. Executed this 12th. d«y of October, 1998 



BY-PRODUCTS. INC. l^ZVZ'.. 
NATIONAL 

Mr. Vernon Williams 
S«creUi7 
Surface Transportation Board 
1925 K St NW 
Washiaftoo, DC 20423 

M y : , IMS 

Seer Kr. WtHUims, 

Ntfiout •y-mewn. lac. Iws two (2) Pratcto Bka«ag PlaM to Osaka. MckrMka. 
OecpIaMitMî icetf by thiBNSr.ikcockerbyiheUBioaPadfkr ' 

AlMt aU afovootboud KaOreatf ire ki Jeabo Heppor cats, froei Owka, McbrMka te 
Ur«do, Tens for Iiport i«ie Mcsco. Ov rata froa hmh me •KSf m4 tte Uttos Paciac 
Raibved are «cr71 

To pnm BNSF peraaacat o«eitoad traddaf rtifets oa UP'S Saa i 
pcrwt tte BMSPaccMoto Ite wm$t «r«ct roMc te Laredo, aad ttewlM «ubte tte BlfST i» te 

! cespcfjtn'c 

Siaon^dj't 
RatertA-Blask 
Dutrict Maaaccr 



nucor steel 
A Olvlaion o< NUCOR Corporation 

Post Offic* Box 126 J«w«rt T»«as 75846 Teiapnon* 903/626-4*61 

Julys. 1998 

Mr. Vernon .A. Williams 
Secretary 
Surface Transportation Safety Board 
1925 K Str et, NW 
Washingtc; , DC 20423-C001 

^ ENTERED 
Offlco of tho Soorotary 

JUL 14 1998 
RE: Finance Docket No. 32760 (Sub-No. 26) of 

FubUe Reeerd 

Secretary Wiiliams. 

My name is Kenneth Huff, and I am the Genei.̂ 1 Manager of Nucor Steel - Texas 
an a Vice President of Nucor Corporation. I am submitting this statement in 
support of The Burlington Northern and Santa Fe Railway Company's (BNSF) 
request for permanent overhead trackage rights between San Antonio and 
Laredo. Texas. 

In 1997. this facility shipped 11.490 tons of K'̂ ei (Electric Arc Furnace Dust) for 
the recycling of zinc and other metals through the Laredo gateway. In addition to 
this material, we shipped more than 2000 tons of structural steel to customers in 
Mexico through Laredo, Texas by truck and rail. _ 

The Union Pacific Railroad and Southern Pacific Railroad (UP/SP) merger and 
the privatization of Mexico's railroads has affected the competition and quality of 
rail services for our company over the Mexican gateways. Because Nucor Steel 
- Texas must rely on rail transportation to and from Mexico, and the fact that the 
majority of its rail traffic is best served through the Laredo gateway (access to 
end users and the expediting of paperwork through brokers located in Laredo, 
Texas), we have been directly impacted by service under the conditions the 
Board imposed in the UP/SP merger proceeding. 

In statements from the BNSF, they are hampered from providing Nucor Steel -
Texas with the most competitive service possible over the Laredo gateway for 
several reasons. First, the congestion problems associated with shipping traffic 
via BNSF over the Laredo gateway are a source of concem. Second, our traffic 
does not need to go through the Houston or Gulf Coast areas. Since BNSF's _ 



page 2. 
July 9. 1998 
Mr. Vernon A. Williams 

only access to the Laredo gateway is by connecting with the Tex Mex via the 
heavily congested Algoa-Corpus Christi line, our traffic is subject to considerable 
delay and congestion. Third, the reluctance of Tex Mex to enter into any long 
term agreement with BNSF prevents BNSF from offering rates competitive to 
UP/SP. Finally, the privatization of Mexico's railroad system (FNM) has provided 
less than anticipated competition within Mexico, preventing shippers from 
realizing competitive service at the Laredo gateway. 

If the Board were to consider BNSF's request, it could pemiit BNSF the 
opportunity to provide effective and competitive service for us and other shippers 
at the Laredo gateway. Nucor Corporation has always been a strong supporter 
and participant in the competitive market. We support any solution that allows 
Nucor Steel - Texas to provide better service to our customers and to optimize 
our costs through competitive shipping. 

Sincerely, 

Kenneth Huff 
Vice President and General Manager 


