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MINUTES OF THE SENATE COMMITTEE ON TRANSPORTATION AND UTILITIES

Sen. Bill Morris at

The meeting was called to order by
Chairperson

9:00 a.m.H¥X on March 2 19§jh1nmnx_zéélgwxﬁthe(hpkd.

All members were present except:
Sen. Frey

Committee staff present:

_Hank Avila, Legislative Research Department
Ben Barrett, Legislative Research Department
Bruce Kinzie, Revisor

Louise Cunningham, Committee Secretary

Conferees appearing before the committee:

Sen. Mike Johnston

Sen. D. Montgomery

Rep. Bill Brady

Jim Smith, President, Oklahoma, Kansas and Texas Rail Users Association
Pat Hubbell, Kansas Railroad Association

R. N. Whitman, Executive Officer, MKT Railroad

Bill Barr, Union Pacific, Omaha

Joe Bateman, Union Pacific, Omaha

Bob Bartelli, Parsons

Marvin Cinatto, Parsons

HEARING ON S.R. 1825 — Opposing the merger of the Union Pacific Railroad
and the MKT Railroad

Sen. Mike Johnston thanked the Committee for hearing this Resolution
as it 1is unusual for hearings to be held on Resolutions. He said his motive
for coming here was because of the frustration he was feeling on behalf of
the citizens of Parsons and the effect this merger would have on emplovees
of the MKT railroad. The employees had been given assurances that this was
a business decision and that Union Pacific would work with the City of
Parsons and try to transfer employees and give them severance pay. Sen.
Johnston said Parsons had little to lose in opposing the merger. The
city did not just want to lay there and play dead. He spoke of the bank
closings in that area and said he was probably the only state senator
in this country who had had 6 out of 13 banks closed in his district in
the last 4 years. He brought this up so the Committee would realize the
impact this closing would have in Southeast Kansas. He also said that
Senators Dole and Kassebaum (Att. 1) along with Congressman Whittaker
(Att. 2) had filed letters in opposition to this move with the Interstate
Commerce Commission.

Rep. Bill Brady said he had filed the same resolution on the House side.
The railroads are saying that this is "progress" but people now are making
an average of $30,000 per year on the railroad and the new jobs they would
get would not pay near that. He asked the support of the Committee on this
Resolution and said it is very important to their community. A copy of his
statement is attached. (Att. 3).

Bob Bartelli, representing the City of Parsons, said Sen. Johnston
stated their position very well and they support S.R. 1825.

Marvin Cinatto, representing the City of Parsons, said he was speaking
for the people in Parsons and they support the Resolution.

Sen. Montgomery said he could understand the problems of Parsons and
Herrington but these were short term ramifications and over the long term
there would be a positive effect. The MKT could fail and now the Union
Pacific was offering merger protection to their employees.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page 1 Of —2
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Jim Smith, President, Oklahoma, Kansas and Texas Rail Users Association,
said their group is made up of rail user groups, chambers of commerce and
cooperatives. They have studied the proposed merger for over a year and
they are in support of the merger and oppose S.C. 1825. He said there was
substantial question about whether MKT could survive as a small regional
carrier in the current deregulated rail environment and this merger could
save them from going bankrupt. This merger was in the best interest of
Kansas. A copy of his statement is attached. (Att. 4). He also submitted
a file for committee records pertaining to comments filed with the ICC.

(Att. 5).

Pat Hubbell, Kansas Railroad Association, said they were neutral in
this issue but reminded the Committee that with the bankruptcy of the Rock
Island Railroad there was no safety net for the employees, such as is
being proposed by Union Pacific. The other mergers that have taken place
in the state have all had a positive effect on the state. There is an
adverse impact on some communities but these things are being worked out.

R.N. Whitman, MKT Executive, said when President Carter deregulated
railroads it brought about the mergers. Car loadings are down and will
continue to go down. The larger railroads can give better rates. He
spoke of the importance of transcontinental lines in dealing with over-
seas shipments and said a small line could not make it. They could maybe
make it for a couple of more years but going bankrupt is a real threat.
They had always put everything back into their company and are now faced
with a dilemma of whether to stay and fight until they go bankrupt or to
do something now to help their employees by way of separation pay. They

also have to think of their customers. He had clippings pertaining to

the increased competition they were meeting. These were submitted for Com-
mittee records. (Att. 6). Their customers want the merger. TIf they can't
keep up they will lose the customers they now have. He said he felt the
only solution was to merge. The employees will be treated well. Most of

them know the problem and know what they are up against.

Bill Barr, Union Pacific, Omaha, said this merger would have benefits
for Union Pacific and also for shippers. There would be reduced manpower,
consolidation of traffic, egquipment utilization, shorter runs and abandon-
ment of redundent lines. This should be approved as soon as possible.

Joe Bateman, Union Pacific, said this type of situation has been
happening all over the country. It is unfortunate that some communities
will be hurt, but the railroads have competition from the trucking industry
and also from barges. They are closing down old shops in Parsons. They
have met with the people of Parsons and are working with communities on
their line. The employees are guaranteed up to six years' salary. If
they get a job that pays less, they will bepaid the difference. They are
giving Parsons time to adjust to the merger.

On a motion from Sen. Francisco and a second from Sen. Vidricksen the
Minutes of February 25 and 26 were approved. Motion carried.

Meeting was adjourned at 10:00 a.m.
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January 30, 1987

PUBLW;W"

Ms. Heather Gradison

Chairman

Interstate Commerce Commission
12th and Constitution Avenue
Washington, D.C. 20423

Dear Chairman Gradison and Commission Members:

We are writing to express our opposition to the proposed merger oOf
the Nlnion Pacific (UP) and Missouri-Kansas-Texas (Katy) Railroads.
Our review of the UP merger application reveals that the merger, as
currently proposed, would have a tremendous negative impact on our
home State of Kansas and result in an untold amount of human
suffering.

As you are aware, the Katy Railroad has long been a major employer
in the State of Kansas. More than 400 Katy employees currently work
in the Parsons area, where the Katy has operated a large diesel
locomotive and car repair shop since the early 1900s. UP in its
merger application, states that the Katy diesel shop in Parsons would
be abolished immediately, resulting in the termination of 171 jobs and
the transfer of 100 people to other UP Divisions.

If the merger is approved, it is anticipated that the unemployment
level in Labette county will raise over 2% - from 7.1%, where it
currently stands, to 10%. The county will lose $8,000,000 in payroll,
sales taxes in the area would decrease over $100,000, and assessed
property valuation in the community of Parsons would decrease by
$250,000. To expect a community the size of Parsons to absorb such a
shock to its economy in such short period of time is unconscionable.

We have been advised that the community of Parsons will be filing
extended comments in opposition to the merger. We hope that you will
review the comments closely and agree with us that the merger
application, as it currently stands, should not be approved.

: A /
A VA A
NANC KASSEBAUM
United States Senat United States Senate
VA
BOB WHITTAKER
Member of Congress

ATT. 1
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February 27, 1987

Dear Mr. Chairman:

On behalf of Senators Bob Dole and Nancy Kassebaum,
I am writing to share with you a copy of our filing
with the Interstate Commerce Commission opposing the
proposed merger of the Union Pacific (UP) and Missouri-
Kansas-Texas (Katy) Railroads.

We understand that on March 2, your Committee
will hold hearings on the merger proposal and its
impact on our State. We appreciate your efforts in
this area and wanted you to be aware of our opposition
to the merger. I have enclosed a copy of our filing
with the Interstate Commerce Commission and would ask
that it be entered into your hearing record.

On behalf on Senators Dole and Kassebaum, I want
to pledge our willingness to work with the Senate

Transportation Committee as it addresses this important
issue.

Thank you for your consideration.

Bob Whittaker

Hon. Bill Morris
Chairman, Senate Transportation
Committee
State Capitol
Topeka, Kansas 66612 ATT. 2

T&U 3/2/87
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STATE OF KANSAS

BILL BRADY
REPRESENTATIVE, SIXTH DISTRICT
LABETTE, MONTGOMERY COUNTIES
MEMBER: EDUCATION
1328 GRAND — JOINT COMMITTEE ON SPECIAL CLAIMS
PARSONS, KANSAS 67357 AGAINST THE STATE.

. JOINT COMMITTEE ON LEGISLATIVE
(316)421-6281 TOPEKA EDUCATIONAL PLANNING

HOUSE OF
REPRESENTATIVES

COMMITTEE ASSIGNMENTS

RANKING MINORITY MEMBER:
PENSIONS, INVESTMENTS AND BENEFITS

Mr. Chairman and members of the committee, I appreciate the
opportunity to speak in support of SR 1825. A smiliar resolution has
been introduced by Representative Lacey and myself on the House side.
The people of Parsons and Labette County are anxious to have your
support. They welcome the opportunity to tell you the story concern-
ing the merger. They know that the potential to stop or greatly

dilute the negative impact of the merger rests at the state level.

The state through the Department of Transportation has staff
with the expertise necessary to determine the impact such a decision
will have. .Robert Dole, Senate Minority leader recently called the
merger's effect on Parsons and the surrounding communities Lﬁgg;gifﬁt
gilte. The people I represent are asking you to make a similar

statement.

You will hear two central themes from the Union Pacific
"Sorry, but this is progress" and '"we want to help you through this
tough time." Centainly if you accept absolutely what they say perhaps
this is progress. Yet I fail to understand how purchasing a parallel
line and providing Kansas with one less company to shop price with
is progress. Through the years the MKT has been able to attract
a good deal of business by offering a more competitive price. The
MKT says that without this merger their future is limited. I am
not an expert on railroads but if I were running the MrT, looking
at the money set to be made if the merger is approved, I would make a
similar statement. What better way to curtail the opposition.
Such a statement concerns the shippers who depend on the service, the
employee who believes he has some protection under New York Dock and
the affected communities who's first concern is for the employees
and their families.

ATT. 3
T&U 3/2/87



page two

The Union Pacific says they stand ready to help Parsons through
this difficult time. They have critized Parsons for not telling them
what we want. Of course the loss of employment is the key
to our opposition. Even if these jobs could be replaced one for one
there is no one who believes that the annual payroll generated by the
railroad employment could be replaced. For years railroad employment
has offered one of the best financial opportunities for the citizens

of our area. The average annual salary of the 350 jobs lost is $30,000.

Parsons has checked with other communities as suggested by the
Union Pacific that were affected by an earlier merger. Both in
Osawatomie, Kansas and Sedalia, Missouri city fathers tell us that the
Union Pacific has failed to deliver any significent economic development
assistance. Since the Union Pacific will not even maintain a
main line through Parsons I simply do not believe they will try to
locate one of their customers in Parsons. Even if ene of their
customers wanted to open a new plant and increase employment it seems

more logical that they would want to locate them on their main line.

In conclusion, Senator Johnston, Representative Lacey and I,
on behalf of many people in Southeast Kansas, need your support. This
resolution is important to our communities. In my opinion, the.state
of Kansas will experience significant damage to several of its communitie:
without corresponding benefits to any other communities either through

an increase in employment or better rail services.
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WRITTEN TESTIMONY
OF
JAMES K. SMITH, PRESIDENT
ON BEHALF OF |

OKLAHOMA, KANSAS AND TEXAS RAIL USERS ASSOCIATION

My name is James K. Smith. I am President and Chairman of
the Board of Directors of the First National Bank of Herington,
Kansas with offices located at 181 South Broadway, Herington,
Kansas 67449.

I am testifying before the Transportétion Committee of the
Kansas Senate today in my representative capacity as President of
the Oklahoma, Kansas and Texas Rail Users Assoqiatioh ("Associa¥
tion"). The Assoéiation is a non-stock non-profit Kansas corpo-
‘-r.atic_).n.‘g':omprised of members of the public at large, shippers,
~agricultural cooperétives, chambers of commerce, banks and other
inﬁeréétéd*parties located in communities located along the line
‘of railroad from Salina, Kansas south through Fort Worth-Dallas,
Texas. |

The Association was formed in May, 1980 and formally incor-
porated on June 2, 1980 for the specific and express purpose of
restoring and providing for the continuation of rail freight
service along this former Rock Island railroad line. While the
Association has 52 formal members, because many of its members
are rail user groups, chambers of commerce and cooperatives, the

Association and its members actually represent the interests of



approximately 400 rail users located on this o0ld Rock Island

line.

IDENTITY OF INTEREST

In addition to representing the interests of substantially
all of the rail users located on the old Rock Island line, the
Association is also the record title owner of the rail line
itself located in the states of Kansas and Texas. On October 21,
1982, the Association, in cooperation with the state of Oklahoma,
purchased all of the former Rock Island line located in the
states of Kansas and Texas from Salina to Dallas-Fort Worth,
Texas. The state- of Oklahoma purchased the rail trackage in the
state of Okiahomal Both the Association and the State of
Oklaﬁéma in turn conditionally sold or leased this rail line to
‘the Missoﬁri-Kansas—Texas Railroad Company's ("MKT") subsidiary
corporatioﬂ, the Oklahoma, Kansas & Texas Railroad Company
("OKT") .

Since the fall of 1982, rail freight service has been
continuously provided on ﬁhis OKT line by the OKT and MKT system.
The Association therefore has a direct and immediate stake in the
merger of the MKT/OKT'systemVinto the Union Pacific system. As
owner of some 300 miles of rail line located in the states of
Kansas and Texas, which the Association acquired with a $25
million dollar loan from the Federal Railroad Administration, the

Association desires to have a financially strong and viable rail



carrier as its contract operator, to provide for the continuation
of rail freight service on the rail system and to make payments
necessary to retire the Association's acquisition indebtedness.
As a representative of the interests of éhippers located along
the line, the Association also has an interest in maintaining
rail freight service on the line for the benefit of itsimembers,
anq the public at large, who are heavily dependent upon rail

transportation for their economic viability.

POSITION REGARDING PROPOSED MERGER

The Association, after more than one year of study and
deliberation, and upon the unanimous vote of both its membership
and its Board of Directors, has taken a position in support of
the mérger of the MKT/OKT system into the Union Pacific system.
.The Associétion is one of 380 shippers and shipper groups whose
verified statements in support of the merger application are
‘included. in the merger application itself. For the sake of
completeness, I am appending a copy of the Verified .Statement
given by the Association in support of the merger to the Inter-
state Commerce Commission to this testimony.

The Association's support for the merger application is
based upon the judgment of its management and membership that the
merger will insure the continuation of rail freight service on
the OKT line well into the future, as well as their determination

that the benefits of the merger outweigh any detriments.



DISCUSSION

I urge the Committee not to favorably report the resolution
in oppositions to the merger for two reaéons. First, I truly
believe that the benefits of the merger far outweigh the detri-
ments or adverse impact that the merger will have to the state,
as‘a whole. Secondly, I truly believe that the legislature is
ill-equipped, at least at this time, to deal with such an issue
as complex as this merger, and that any action taken at this time
would be premature and withouﬁ sufficient study.

Let me first direct my comments to the merits of the merger.
By way of background on this issue, let me remind you that my
community, Herington, Kansas, has had first hand experience in
- dealing with the adverse impact that a total cessation of rail
.freigﬁt'service can have, not only upon the local economy, but
‘upon'shipéérs who are dependent upon rail freight service for
their 1iveiihood. Herington had always been a division point of
the Chicago, -Pacific & Rock Island Railroad Company ("Roék
Island"). Prior to the last in a series of bankruptcies of the
Rock Island in 1977, Herington occupied much the same position in
the Rock Island system, as the City of Parsons has had in the
MKT/OKT system. Approximately 350 persons in Herington, a
community of 3500, were employed by the Rock Island. Moreover,'
there were many trains per day running both and east and west and

north and south through Herington.



In 1980, after 3 unsuccessful years of attempting to reor-
ganize itself in bankruptcy, the Rock Island ceased providing
rail freight service on its rail lines and specifically, on what
we now call the OKT line. Both rail freight service and associ-
ated jobs were non-existent for approximately one year. Through
the efforts of the Association, which was formed when rail
freight service was discontinued, we were able to restore some
rail transportation service, and associated jobs, at least on a
temporary basis for approximately one year during 1981. However,
because of legal maneuvering'on the Rock .Island bankruptcy and
other reasons, rail freight service was again totally eliminated
for a 10 month period between December, 1981 and October, 1982,
It was not until the Association acquired thisiRock Island line,
that .jobs andbrail’freight service could be restored.

'Thé greatest single benefit of the proposed merger, from my
'proépectiVe, is that this merger will insure, that in the future,
another baﬁkruptcy, with a concomitant loss of rail transporta-
tion service and jobs, can be avoided. The Union Pacific system
is a financially strong and viable rail carrier. .There is
substantial gquestion about the MKT's ability to survive as a
small regional carrier in the current deregulated rail environ-
ment. The MKT/OKT system is indebted to the Rail Users Associa-
tion for $25 million dollars, the original acquisition loan. The
ability of the MKT/OKT to retire this indebtedness is not without

some question, especially in light of past operating losses on



the rail line and the lack of any significant market turnaround
given the state of the agricultural economy in the mid-west.

While I have empathy for the City of Parsons in light of the
projected impact that the merger will havé on that community, I
have seen, first hand, what happens when a rail carrier ceases
operations altogether due to bankruptcy. The impact of a total
loss of jobs and a total loss of rail freight service ié a total
deéree of magnitude greater than the impact that Parsons will
face with the proposed merger. It is entirely possible, and in
fact argued by many quite likély, that the MKT/OKT system can not
survive in the future without this merger. If that is true, the
City of Parsons, together with all other Kansas MKT/OKT communi-
ties and shippers face a rather dismal future;'if the merger is
disapproved. Theféfore, I suggest that on the merits, this
.mergéf is truly in the best interests of all Kansans, and that
'the.alterﬁative to this merger may well be a future bankruptcy of
the MKT/OKT system, and total loss of not only ijobs, but rail
transportation. service itself.

Secondly, I would like to direct the balance of my remarks
to make a second point; namely, that at least at this time, the
legislature is ill-equipped to make the type of decision that is
implicit in the resolution. Given the press of other business
before the legislature, and the numerous factors and considera-
tions that must be analyzed in the proposed merger, I submit that

the Kansas legislature should defer a decision on the merits of



the merger, pending further development of an evidentiary record
before the Interstate Commerce Commission.

As a beginning proposition, you should understand that the
merger application process before the Intefstate Commerce Commis-
sion can 1last as long as 31 months from the date the merger
application was accepted in December, 1986. All interested
parties are permitted the opportunity to participate in the
merger proceeding and to present evidence either in favor or
against the proposed merger. Indeed, the City of Parsons,
Kansas, which is advocating the present resolution, is a partici-
pant in the merger proceeding and 1is represented by counsel
therein. The Commission is bound to take into consideration the
impact and effect of the merger upon local economies and the
~ extent . to which the public interest would be affected by the
.mergéf.' The Commission is tasked with the primary responsibility
for makingvsuch determinations and that process has just begun.

In adaition, action by the legislature could well pre-empt
the position taken and to be taken in this merger proceeding by
the state of Kansas. Indeed, the state of Kansas, as répresented
by its Secretary of Transportation, has filed initial comments in
the merger proceeding in which the state has taken an undeter-
mined position on the merger application "while reserving the
right to amend its position at a later time to support or oppose
the applications, and to offer verified statements in support or
opposition to these applications and any other issues that may be

raised in these proceedings." In his filing, the Secretary of



Transportation has noted that the Commission must give considera-
tion to the MKT's present and future financial condition. The
Secretary has noted that the state of Kansas has experienced
bankruptcy and liquidation of the Rock Island Railroad and that
the public interest would not be served by taking an action that
would permit the MKT to meet a similar fate. Moreover, the
Secretary has also noted that approximately 271 job positions at
Parsons, Kansas would be eliminated as a result of the merger.
However, the Secretary has noted that the Commission should also
look at the broader public interest "to determine whether the
adverse impact at Parsons, Kansas would be offset by any long
term benefits to communities, or by other public benefits of the
proposed merger."‘u(KANS—l at 5).

Indeed, the other three states in which UP/MKT trackage is
.Iocaﬁéd'have likewise taken undetermined positions, pending the
‘deVelopmehﬁ of the evidentiary record in this case. The Missouri
Highway and Transportation Commission has expressed no opposition
to the merger; but seeks to separately consider the proposed
merger-related abandonment of 37.7 miles of MKT liné between
Sedalia, Missouri and North Clinton, Missouri. The State of
Oklahoma Transportation and Oklahoma Corporation Commission has
taken an undetermined position at this time but has noted that
the "State may be inclined to support the control and other
authority requested by Applicants subject to the development of a
record which is sufficient to assure the State that the benefits

of the proposed control outweigh any negative impacts." (OKLA-1



at 1). The state of Oklahoma owns 350.9 miles of the rail line
that is .subject to the control application; has the largest
merger-related line abandonment proposed by the UP/MKT, a dis-
tance of 169.4 miles of former Missouri facific mainline track
between Muskogee and Durant, Oklahoma; and also stands to suffer
job impacts of $37.5 million dollars in eliminated wages affect-
ing 1,158 positions. These immediate and tangible detriments
notwithstanding, the state of Oklahoma indicates that on balance,
the public benefit may well be served by the merger, if the
evidentiary record developed'during the proceeding demonstrates
long term viability and maintenance of rail freight service.

Finally, the Railroad Comﬁissibn of Texas has taken an
undetermined position, pending development of an evidentiary
record regarding any adverse impact upon local Texas communities
.Such'és'Dennison, Waco and Garland.

‘I:submit that our new Governor, Mike Hayden, together with
his new Seéretary of Transportation, Horace B. Edwards, who only
took office one month ago, on February 2, 1987, must not have
their hands tied in developing the state of Kansasf eventual
position on this merger proceeding. Indeed, it could well be
that the state may eventually support the merger application
itself, but move to sever for separate consideration or indepen-
dently object to merger-related abandonments in the state of
Kansas. The Kansas Corporation Commission, by separate filing in

the merger proceeding, has already indicated its intent to oppose



merger-related abandonments, while taking an undetermined posi-

tion on the control application itself.

CONCLUSION

I want to thank the Committee for the opportunity to address
you and to present testimony in opposition to the pending resolu-
tion. I would like to reiterate both points that I have sought
to make clear in my testimony. First, I believe that the merger
application, taken as a wholé, is in the public interest for the
general shipping public, for the state of Kansas, and indeed, for
the 400 members of the Oklahoma, Kansas and Texas Rail Users
Association who have voted unanimously to subport the merger.
The driving cénsideration.for me is the very real and substantial
vpossibility that the MKT/OKT system cannot survive in this
'dérégulatéd rail environment and that ultimately, in the absence
of this mérger, we may be facing another bankruptcy situation
like we faced when the Rock Island filed for bankruptcy. In that
kind of scenario, we will have not only a total loss of jobs and
employment, but a cessation of rail freight service. I have had
first hand experience with this type of situation in Herington,
Kansas. I recognize that the loss of some jobs and transfer of
others in southeast Kansas may be a bitter pill to swallow.
However, I submit that this impact is much more palatable than a

total loss of jobs and cessation of rail freight service should

- 10 -



the merger be denied and should the MKT/OKT system declare
bankruptcy in the near future.

Secondly, I submit that the legislature is ill-equipped to
properly consider and take action on this resolution at this
time. The state of Kansas, acting through the Secretary of
Transportation and the Kansas Corporation Commission, are better
equipped to evaluate the impacts of rail mergers upon the citi-
zens of the state. Within the last 8 years, these agendies have
developed positions for the state in the Union Pacific-Missouri
Pacific and Santa Fe-Southerh Pacific merger cases. The posi-
tions taken by the state in these applications were based upon
detailed study and analysis on the impact of the merger on the
state as a whole, not simply isolated impacts on one or two
communities or a specific geographical region. The legislature
éhoula not take any action that would tie the hands of the
'deernpr.'énd entire executive branch of state government in
developing'a position in this merger case that is in the best
'interests of all of the people of the state of Kansas. Given the
fact that the Kansas executive branch is just now deveioping and
analyzing its position on this merger case, and in further
recognition that these state agencies, and not the legislature
have expertise in this area, the current push to commit to a
position in opposition to the merger is at best premature, and at

worst not in the best interests of all Kansans.



Mr. Chairman, I again thank you for the opportunity to

AL Aﬁéii;é?
Jamés K. Smith, President
OkJYahoma, Kansas and Texas Rail

ers Association

testify. -
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VERIFIED STATEMENT
OF
JAMES K. SMITH
ON BEHALF OF

OKLAHOMA, KANSAS AND TEXAS RAIL USERS ASSOCIATION

My name is James K.. Smith. I am President and Chairman of
the Board of Directors of the First National Bank of Herington,
with offices located at 101 South Broadway, Herington, Kansas
67449,

I am giving this verified statement in my capacity as
President of the Oklahoma, Kansas and Texas Rail Users Associ-
ation ("OKTRUA" or "Association"). OKTRUA is a non-stock,
non-profit Kénséé corporation comprised of members of the public
at large, shippers, agricultural cboperatives, chambers of
commerce, banks and other interested persons located in communi-
ties along the line of railroad from Salina, Kansas south through
Fort Worth-Dallas, Texas. The Association was formed in May,
1980 and formally incorporated on June 2, 1980 for s;ecific and
express purpose of restoring, and prbviding for the continuation
of, rail freight service along this former Rock Island line. I
have attached, as Exhibit 1, é listing of the 52 formal members
of the Association. Because many of OKTRﬁA's members are rail

user groups, chambers of commerce and cooperatives serving many
AT Y
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customers, the Association and its members actually represent the
interests of approximately 400 rail users located on the old Rock

Island line.

Identity of Interest

OKTRUA, in addition to representing the interests of sub-
stantially all of the rail users located on the rail line from
Salina, Kansas to Fort Worth-Dallas, Texas as discussed above, is
also the record title owner of the rail line itself, located in
£Hé“State of Kansas and Texas. These railllines, properties and
rights acquired from the Rock Island Trustee by contract dated
October 21, 1982 and include (a) all lines from Salina, Kansas
south through-Herington, Kansas to the Kansas-Oklahoma state line
~.and ﬁfdﬁ the Oklahoma-Texas state line to Purina Junction at Mile
APqét 611.9, af Fort.Worth, Tarrant County, Texas; (b) a permanent
fréigﬁt éésement from Mile Post 611.9 in Tarrant County, Texas to
Tower 55, a distance of approximately 1 mile; (c) all of the Rock
Island's‘stock-rights and ownership interests in Wichita Union
Railway Terminal Company and Wichita Terminal Association; and
(d) trackage rights described in the contract of sale of those
rail lines from the chk Island Trustee to the Association. The
fact that OKTRUA is an owner of a good part of the rail line that
would ultimately be acquired by the Union Pacific by virtue of

this merger creates a unique and separate interest from its
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status as a corporate entity representing shipper interests on
the 1iné,_

As the Commission will surely recall, on April 24, 19¢0,
William Gibbons, Trustee of the Rock Island, filed an application
to abandon all lines and discontinue all operations of the Rock
Island, including that 1line from Salina, Xansas +o Fort
Worth~-Dallas, Texas ("OKT 1line"). This abandonment' was the
driving impetus behind the formation of OKTRUA. Within 30 days
after the Trustee's filing of this application, individual
members of what eventually became this Association:

° Urged the Missouri-Kansas-Texas Railroad Company

("MKT") to investigate the possibility of-restor-
ing rail freight service on this line.

°  Raised $3 million dollars to start up funds to
| meet the MKT's condition that it would restore and
. continuously provide freight service on the line

and incorporate a wholly owned subsidiary, the
Oklahoma, Kansas & Texas Railroad Company ("OKT");
for that purpose if $3 million could be raised
within 30 days.

Called upon the Congress to enact special legisla-
tion to permit the Commission to temporarily
designate an operator over the line to obtain

leverage over the Rock Island Trustee to permit
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MKT to successfully negotiate a lease of the
. lines.

° Participated in countless meetings and hearings
before the Rock Island Bankruptcy Court to assist
the MKT in obtaining a lease from the Rock Island
Trustee to restore rail freight operations on the
lines, which lease was subsequently assigned to
the OKT which- provided operations for the next
18 months. '

During this period of service, OKTRUA, together with the
state of Oklahoma and the MKT tried unsuccessfully to negotiate a
.purchaée of the entire line., It was only after the bankruptcy
édﬁrt ordered freight service to be terminated on December 31,
1981, and shipperé had endured 11 months without service that
negotiationé 4wéfe successful, Together with the state of
Oklahoma and the MKT, OKTRUA offered the Trustee and the Trustee
accepted $55 million dollars for the acquisition of the entire
line from Salina, Kansas to Fort Worth-Dallas, Texas. The
Association paid $25 million dollars for the rail lines, trackage
rights and associated properties located in the states of Kansas
and Texas, which sum was funded by a loan from the Federal
Railro;d Administration under a loan made pursuant to Sec-
tion 505(h) of the Railroad Revitalization and Regulating Reform
Act of 1976. The state of Oklahoma paid $15 million dollars for

the rail 1lines, trackage rights and associated rail properties
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located in the state of Oklahoma. Finally, the MKT paid ¢15
~million dollars for the Dallas-Fort Worth corridor to link the
OKT Qith the MKT main line. After the sale contract was closed
on October 21, 1982, the OKT, under contractual arrangements with
the state of Oklahoma and OKTRUA, restored rail freight service
on the lines in November of that year.

Under the terms of a Financing Agreement existing between
thelAdministrator of the Federal Railroad Administration and this
Association, dated October 21, 1982, OKTRUA is obligated to repay
the $£5 million dollar loan over a 20 year term; rehabilitate and
restore all trackage acquired with loan procéeds in accordance
‘with a rather ambitious rehabilitation schedule; and continuously
provide rail freight service on the lines.

As of October 21, 1982, the Association conditionally sold
the rail prbperties acquired with FRA Section 505 funds to the
OKT under an Installment Sales Contract. Under the contract, the
OKT is obligated to make all payments of principal and interest
and perform all obligations and covenants of the Association
under the Financing Agreement. Moreover, in connection with the
Association's loan, the MKT was required to guarantee repayment
of the entire debt and performance of all obligations and cove-
nants contained in the Financing Agreement.

OKTRUA, in addition to héving interests in the OKT 1line as
the representation association of shippers located thereon and as

an owner of both ends of the line, has a separate interest as the
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representative of member creditors of the OKT. 49 members of the
Association remain creditors of the OKT by virtue of the original
$3 million dollar operating loan made in 1980 to restore freight
service. As a condition of obtaining federal funding to acquire
the lines in question in 1982, Association members had to place
the $1.9 million dollar indebtedness that remained of the
original $3 million dollar operating loan in a stand-by status.
The Federal Railroad Administration did not want any creditor of
the OKT to receive any principal payments on indebtedness associ-
ated with operations on the.iine before the Association started
making principal payments on the Section 505(h) indebtedness. As
a consequence, the 49 members of the Association placed their
loans to the OKT in a deferred payment status. Currently First
National Bank of Herington, as fiscal agent for the 49 Associa-
tion‘ﬁembers,'hdids a promissory note dated September 30, 1982
from theJOKT in the principal amount of $1,962,406.88. The note
provides fér interest at the rate of 10% per annum. The OKT is
Obligated to retire the indébtedness with 30 equal quarter-annual
installments of principal and interest beginning March 30, 1988
and ending June 30, 1995, Each shipper is to receive a
fractional share of each quarter-annual installment, determined
by dividing the amount of each shipper's loan principal by the
aggregate principal amount of the loan. This is a financial

obligation of the OKT, which is neither secured nor guaranteed.



Goals of Association

Given the interests of the Association identified above as
(1) a representative of shipper-members loqated on the rail line;
(2) as an owner of the rail line and properties located in the
states of Kansas and Texas; and (3) as a representative of the
49 shipper-members who are owed approximately $1.9 million
dollars by the OKT, and in recognition of the Association's
reason for being in the first instance, it is not difficult for
the Commission to understand the primary objective and goal of
this Association. That goalAis to ensure that the rail freight
service that has been restored to the OKT line is continued.
When evaluating its position on the proposed UP/MKT merger, the

Association, through both its Board of Directors and its member—

‘  ship,. at special meetings held in Oklahoma City, Oklahoma on

Octqber 15, 1986, unanimously passed a resolution, a copy of
'which;is.éﬁtached-as Exhibit 2, which re-states the continuation
of rail freight service on the OKT line as the Association's
entire reason for being.

In evaluating the merger, Association officers had frank and
candid discussions with Union Pacific management about maintain-
ing the quality and level of rail freight service rendered by the
OKT; evaluating potential merger-related abandonments, and any
intended abandonment or change in use of the lines in question

that could occur after the merger; and repayment of indebtedness
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of the OKT to both OKTRUA and its members. As a result of these
discussions, OKTRUA review of the Union Pacific's pfeliminary
operating plan dated September 11, 1986, ahd the Union Pacific's
agreement to the principles of support stated in the resolution
attached hereto as Exhibit 2, I am authorized on behalf of the
Association to communicate the Association's full, complete and
unequivocal support for this merger based upon the discussions

and agreement between the Union Pacific and OKTRUA.

Preservation of MKT/OKT Service

As amply demonstrated by OKTRUA's very existence, members of
our Association are by no means strangers to the plight of
financially weak carriers. OKTRUA members suffered through the
arduous Rock Island bankruptcy, which caused many of our members
substantial hardships due to service interruptions and the
ultimate suspension of rail service. Our members have no desire
to re-live the Rock Island experience.

Although OKTRUA has been very satisfied with its present
rail service, the Association is concerned about the MKT/OKT's
financial wviability in the long term. MKT/OKT, as a small
regional railroad serving limited markets, faces an uphill battle
to compete with larger national railroads such as Burlington
Northern, Santa Fe, Southern Pacific, Kansas City Southern and

Union Pacific in the competitive rail corridors from St. Louis
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and Kansas City to Dallas, Houston and the Gulf of Mexico. 1In
- addition, MKT/OKT must compete with barges and trucks for +rans-
porta£ion business. While several carriers have the financial
resources to withstand such competition, MKT may not. Despite
excellent management, operation and service the long-term finan-
cial viability of the MKT/OKT is not without question.

Moreover, since the passage of the Staggers Act, regional
railroads such as MKT/OKT have experienced even greater competi-
tive challenges. The Staggers Act brought about increased rate
freedom for rail carriers but places a high premium on a
carrier's ability to publish single-line rates without having to
negotiate divisions and revenue requirements with connecting
carriers and to negotiate rail transportation contracts with
shippers. As a result, regional carriers such as MKT/OKT, which
count not ohly on their connections to reach major markets but
also for spot traffic that is lost with rail contracting, have
found it especially difficult to compete effectively for rail
transportation.

We feel that a logical solution to MKT/OKT's competitive
problems is merger with a financially strong carrier that can
compete effectively and also assure MKT/OKT's customers reliable
rail service over the long term. We feel that Union Pacific is
such a carrier and that a UP/MkT merger would provide our members

strong, competitive rail service for many years to come.
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We are, of course, also concerned that Union Pacific con-
tinue the high quality rail service that we have come to enjoy
from MKT/OKT. When the MKT/OKT merger was first announced, we
were concerned that a major carrier such és Union Pacific might
not have MKT/OKT's personal '"hands-on" commitment +o small
shippers located on the OKT. Specifically, we were worried that
UP's plans to utilize the OKT as a major route for moving grain
froﬁ Central Kansas to the Gulf might lead to an emphasis on unit
train movements from major points at the expense of our smaller
shippers who depend on reguiar local service. We were also
worried about possible abandonments of OKT line segments which
are extremely important to some of our members. However, after
carefully considering the proposed merger, discussing plans for
'OKT's'Qperation wiéh Union Pacific officials, and clarifying the
cbntréctual rights of the OKTRUA regarding abandonments, we are
‘fuilytsatiéfied that Union Pacific is committed to providing top
qualitj sefvice to our shippers and maintaining existing rail

service over the OXT lines.1

1Although Union Pacific originally proposed several
merger-related abandonments of track owned by OKTRUA, the carrier
has now assured the Association Board that all OKTRUA members
will continue to receive at least local service and that any
future abandonments will be only with OKTRUA consent, which
consent will not be unreasonably withheld. OKTRUA consent has
been given to two merger-related abandonments: one segment
between Abilene and Herington, Kansas (which abandonment shall
(Footnote Continued)
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Repayment of OKT Indebtedness

OKTRUA's second concern, that the OKT's indebtedness to the
Association under the terms of the Instéllment Sales Contract
between the Association and the OKT dated as of October 21, 1982,
and OKT's separate indebtedness to 49 shipper-members of the
Association for repayment of the original operating loans made in
1950, is perhaps the easiest concern to be satisfied by this
merger. Without question, the Union Pacific is financially
sound. An assumption of the OKT's liabilities to the Association
and its members by the Union Pacific, from a financial perspec-
tive, is a major positive development., The Association is fully
aware of the MKT's financial condition as a small regional

carrier struggling to maintain its share of the £ransportation

‘market against nétional super carriers. While the Association

(Footnote Continued)

not interrupt service to OKTRUA members at Pearl and Woodbine,
Kansas) and a second segment from Lawton to Walters, Oklahoma.
Neither track segment to be abandoned as a result of the merger
has shippers located on it nor is either currently used or
necessary for use by our members for rail freight service. Union
Pacific has stated, however, that it may consider (a) not
rehabilitating and/or (b) abandoning the Walters-Waurika segment
of the OKT in Oklahoma after the merger if traffic levels and
cost considerations dictate. This segment of track is owned by
the State of Oklahoma and does have an OKTRUA member located on
it. By reciting the Union Pacific's position, OKTRUA does not
indicate, in any way, that it will consent to an abandonment to

the Walters-Waurika segment if such abandonment is proposed in
the future.

- 11 =~
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has no reason to believe that the OKT's financial obligations to
it and its members would not be met, it is reassuring to know
that, if the merger is approved as requestéd by this Association,
these obligations will be backed by such a financially strong
company as the Union Pacific.

With‘regard to OKTRUA's indebtedness to the FRA by virtue of
the Section 505(h) loan, the Association intends to use its best
efforts to insure that the merger will not displace any aspect of
the Financing Agreement or accelerate any part of the indebted-
ness., Moreover, the Association will request any necessary
amendment to the Financing Agreement to permit the 1limited
merger;related abandonments identified herein as well as any
modification of the rehabilitation plan that may be reasonable
and prudent given the anticipated change in use of a portion of

- the OKT line' ffom main line to branch line operations once
integrated into the Union Pacific System.

With respect to MKT indebtedness to the FRA, we understand
that Union éacific is now negotiating an assumption of MKT loan
obligations. The Association will use its best efforts to
convince the FRA that any loan prepayment premiums that might be
technically due by virtue of the assumption be foregone, and that
the assumption be permitted on reasonable terms.

Finally, by virtue of the merger,‘the OKT's current ¢£1.9
million indebtedness to shipper-members would be backed by the

Union Pacific. As with OKTRUA indebtedness to FRA, it will be

- 12 -
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reassuring to our members to know that the financial strength of
" the UP System will be there to ensure payment cof this obligation,
which runs from as‘little as $348.11 for one member to as much as
$361,722.63 for several members. In fact, six Association
members are owed in excess of $175,000 each under the stand-by
notes. While repayment of these obligations is important to our
members, the continuation of rail freight service continues to be
the number one priority. Fortunately, the proposed merger will
permit the Association and its membership to satisfy both goals:
the continuation of rail service to all of our members and

repayment of OKT indebtedness to OKTRUA and its shipper-members.

Merger Benefits

OKTRUA, and its members are enthusiastic about the many
significantAbgnefits of the proposed merger. Not only can the
Association see its priorities of continued rail service to all
members and repayment of OKT indebtedness satisfied by the
merger; it sees significant benefits accruing as well., These
benefits will include single-system service, access to new
markets, improved track maintenance and greater equipment supply.

Union Pacific serves all the major Gulf ports, including the
important ports of Corpus Christi and Beaumont, Texas. MKT,
however, serves only Houston and Galveston. Currently, Associa-
tion members must route traffic to Corpus Christi and Beaumont

via joint routes in connection with either Missouri Pacific or

- 13 -
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Southern Pacific. After the merger, OKTRUA members will be able
to move -export ‘'shipments to additional Gulf ports on a sin-
gle~system basis, just as many of their competitors now do.

The merger will also bring about single-system service to
the Mexican border crossings. For example, the merger would
provide OKT shippers single-system service to the gateways of
Brownsville, Laredo and El Paso, Texas for shipments which now
must move via joint 1line routes. Maintaining a competitive
posture in Mexican markets is extremely important to our ship~
pers. Last year OKTRUA membefs were responsible for the shipment
of substantially all MKT/OKT movements of grain into Mexico., It
is anticipated that this market will grow after the merger.

Single-system serv%ce will also benefit members on our inbound
j shipments, which include a wide variety of commodities from many
.ofigiﬁé[ includiﬁgAlumber from the Pacific Northwest and TOFC
'traffiq frém the West and Midwest. The single-system service for
inbound moves would provide members a better, more efficient 1link
to their suppliers.

The merger'will also bring expanded competitive service to
Oklahoma City, Oklahoma's capital and fastest-growing business
area. At present, MKT/OKT is not a strong competitive force in
Oklahoma City because its lines are not well maintained and it
provides only tri-weekly service. We ‘have been assured that
after the merger, Union Pacific will upgrade the 1lines and

improve service to this important market.

- 14 -
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Union Pacific System is now moving wheat to southeastern
domestic markets via the Memphis gateway. This southeastern
market represents another opportunity which is now foreclosed to
Association members due to the 1lack of éingle—system service,
The merger would permit us competitive access to this market.

The MKT merger will also reduce our members' mileage to St.
Louis, which is an important gateway for eastern flouf milling,
and to Kansas City, which is an important gateway for feed grains
and milling. OKT shippers willAalso enjoy shorter, more effi-
cient routes from Salina, Kansas to the Gulf, as well as a more
direct route from Fort Worth to the Gulf. Reduced mileage for
these routes will translate into better, more reliable transit
times and morevcompetifive rates.

| 'Thg merger Qould also help improve track and facility
b'mainténance on the_OKTo While the OKT has complied with FRA's
'ambitiqus'rehabilitation plan to date, the prospects of continued
compiiénce'during 1987 and outyears, when principal and interest
payments become due under terms of OKTRUA‘s notes to FRA, is not
without éuestion. We are confident that Union Pacific, which has
a reputation of maintaining its track and facilities to high
standards, will make sure that OKT's facilities meet the neces-
sary standards for top-notch rail service.

OKTRUA members would alsé welcome Union Pacific's additional
equipment to supplement the MKT/OKT car fleet. Union Pacific

operates a covered hopper fleet of approximately 15,000. They
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have leased several hundred of these hoppers to MKT/OKT in the
past -during harvest when MKT/OKT was short of equipment. When
the market dictates that our members' croés must move, our rail
carrier must be able to provide sufficient equipment to meet our
needs in order to keep our members fully competitive. Our
members would welcome access to Union Pacific's car fleet as a
hedge against car shortages.

While it may be argued by some that this merger may have
negative competitive effects, OKTRUA has concluded that such
negative competitive effects will be minimal. Approximately
two-thirds of OKTRUA members and OKT shippers currently have no
rail alternative to the MKT/OKT. For those shippers, the merger
would simply provi@e a one for one replacement: the UP for the
MKT/OKT. This replacement would have the very positive benefits
discussed abdve including single-system service, access to new
markets, improved track maintenance and greater equipment supply.
For some OKTRUA members and OKT shippers, the merger would reduce
the‘number of rail alternatives available, usually from thfee
carriers to two carriers. While this reduction may be viewed as
a negative competitive impact, it could occur even in the absence
of the merger by a future MKT/OKT bankruptcy. Even this negative
impact, compared with the overall benefit of the merger, is

relatively negligible.
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Conclusion

In éﬁmmary, OKTRUA was formed, remains and will remain in
existence to insure that rail freight service is continued on the
OKT line, with or without this merger. While the Association has
been most pleased and satisfied with the service provided by its
contract operator, the OKT, the long term benefits of this merger
cannot be ignored. Moreover, in addition to being a financially
strong and viable rail ‘carrier, the Union Pacific is a well
managed and efficient operator. The Association agrees with
Union Pacific management that the Union Pacific can provide a
‘quality and level of service that is equal to or better than that
provided in the past by the MKT/OKT and that such level of
service will be accompanied by the benefits of the OKT line being
part of the UP . System, including access >to new markets and
gateways.

OKTRUA management, including both officers and members of
the Association Board, have been favorably impressed with Union
Pacific's management; management's sensitivity to the concerns of
the Association; and management's willingness to adequately
address those concerns. Based upon the assurances given by the
Union Pacific regarding the quality of service to be provided;
the Union Pacific's agreement to obtain Association's consent to
any abandonments, which consent will not unreasonably withheld;

the Union Pacific's agreement to assume the OKT's financial

- 17 -
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obligations to Association members under the stand-by loan; and
in recognition of the considerable.and significant benefits of
the transaction, OKTRUA wholeheartedly and unequivocally supports
this merger. We sincerely urge the Commiésion to expeditiously

approve this merger as being in the best interests of OKTRUA and

g"cmwn ('JWJL L \\/M

/ ames K. Smith,

Pre51dent,

Oklahoma, Kansas, and Texas Rall
.Users Association.

the general public.
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MEMBERS
OKT RAIL USERS ASSOCIATION

Sun Refining & Marketing Co.
The Dolese Co.
Farmland Industries
FAR MAR CO.
Bank of Herington
Herington Chamber of Commerce
Pearl Cooperative Association
Wright Lorenz Grain Co.,_Inc°
Citizens State Bank of Woodbine
Lincolnville Cooperative Association
Schroeder Grain Co.
Mid Continent Farmers Cooperative
Singer Steel Co.
,Milie; Grain Co.
DbWeil_Division of DOW Chemical
Farmers Cooperative Grain Association
Energy Coatings Company
Kingfisher Cooperative Elevator Association
Farmer Grain Co.
North Texas Steel
Union Equity Coopérative Exchange
Elbing Grain Co.
Kansas Crop Service, Inc.
Banner Cooperative Elevator Association

Chickasha Rail Users:

Exhibit 1
Page 1
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Farmers Cooperative Association

C G.& F Grain Co.

Ralston Purina Co.

Gifford Hill & Co., Inc.
Calumet Industries, Inc.
Anadarko Rail Users
Halliburton Services, Inec.
Garvey Elevators, Inc.
Garvey International, Inc.
Temple Miliing Co.

Allied Mills, ZInc.

State National Bank, Marlow, OK

Marlow Farmers_Cooperative
Ward & Earnhart
B H & Sons

Mitchell & Mitchell, Inc.

First National Bank, Marlow, OK

Public Service Commission of Oklahoma

First Naticnal Bank of Herington

Oklahoma Brick Co.
Apache Farmers Cooperative

‘Bernard Enterprises, Inc.-

First National Bank, Rush Springs,

Buck Alley Lumber Co.
General Portland Cament Co.

Farmers Cooparative Exchange

Exhibit 1
Page 2
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Texas Industries, Inc.
‘Bunge Corporation
Tosco Corporation
OKT Railroad Company
Apache Rail
Exhibit 1

Page 3




RESOLUTION

"BE IT .RESOLVED, by the Board of Directors of the Oklahoma,

Kansas and Texas Rail Users Association:

"WHEREAS, this Association was formed for the express purpose
of restoring rail freight service to shipper members located on
the former Chicago, Rock Island and Pacific Railroad Company lines
from Salina, Kansas to Dallas-Fort Worth, Texas, after such rail

freight service was abandoned by the Rock Island in the bankruptcy

of said rail carrier; and

"WHEREAS, this Association, through its members in 1980, provided
etert-up funds in the approx1mate amount of three million dollars

to the' Oklahoma, Kansas and Texas Railroad Company (OKT) and
..thereby did restore rail freight service to said lines under a

'leaseebetWeen the OKT and the Rock Island Trustee.

“WHEREAS, in 1982, this Association did acquire the railroad lines

located 1in thek States of Kansas and Texas and the State of
Oklahoma did acquire the railroad lines located in that state from
the Rock Island Trustee and thereafter caused rail freight service

to be again restored on said lines;

"WHEREAS, this Association is contractﬁally bound, under that
‘certain Financing Agreement with the Federal Railroad Admini-

strator, acting on behalf of the Secretary of the Department

JExinidie 2
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of ITansportétion of the United States of America, dated October

21, 1982, to .continuously provide rail freight service upon

said lines; and

"WHEREAS, this Association entered into an Installment Agreement
to sell said line of railroad to the OKT, which Agreement, dated
as of October 21, 1982, requires the OKT to continuously provide

uninterrupted rail freight service upon said lines; and

"WHEREAS, the Union Pacific Railroad Company ,(UP’ has entered
into a Merger Agfeement with the Missouri-Kansas-Texas -Railroad

Company (MKT), the parent corporation of the OKT, to acquire
f all of the stock of the MKT and, in connection therewith, has
ég}eed to assume any and all obligations of both the MKT and
CKT to this Asséciation, including the obligation to provide
~continuous rail freight service to all shippers on said lines

'and'

"WHEREAS, the UP has requested this Association's active support
for the prosecption of its merger application before the interstate'

Commerce Commission in order to obtain requisite governmental

approval for the merger; and

"WHEREAS, this Association is inclined to favor the merger

application, but desires to insure that rail freight service

is continued on said lines for all of its members and other

shippers.
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"BE IT RESOLVED:

1. That the officers of the Association be and they

are hereby authorized and directed to communicate to

the management of the UP that the Association will actively
support the merger, and use its best efforts to ensure

that the UP's merger application is approved by the
Interstate Commerce Commission provided that the UP
agrees with this Association, in writing, not to abandon
any rail freight service on the lines of railroad owned

by this Association in the States of Kansas and Texas
that were acquired from the Rock Island Trustee and
conditionally sold to the OKT and the lines of railroad
owned by the State of Oklahoma in that state that were
acquired from the Rock 1Island Trustee and leased to
the OKT, without the Prior written consent of this

Association, which consent will not be unreasonably
withheld. :

2. That said officers also communicate to UP management
that this Association will consent to the abandonment
of the two 1line segments identified wunder the heading
Abandonments in the UP's Proposed OKT Operating Plan
dated September 11, 1986, provided that rail ‘freight
service is continued for Association members at Pearl
and Woodbine, Kansas. '

3. That, upon approval of the Agreement referred to
in Paragraph 1 hereof by this Board of Directors and
execution thereof by this Association and the UP, the
officers of this Association are hereby authorized and
directed (a) to inform the congressional delegations
of the States of Kansas, Oklahoma, and Texas of this
Association's position; (b) to 1likewise . notify the
respective Departments of Transportation, Corporation
Commissions or Railroad Commissions, as the case may
be, of the various states in which the rail 1lines are
located of this Association's position; and (c) to request
that the Federal Railroad Administration permit the
abandonments referred to in Paragraph 2 hereof.

4, That this Association again restates and readopts
that it is its €Xpress purpose to continue to insure
that a rail freight service operation is restored and
continuously maintained on the lines of railroad acquired
by this Association and the State of Oklahoma from the
Rock Island Railroad Trustee, between Salina, Kansas

Exhibit 2
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and Dallas-Fort Worth, Texas,  and"that no abandonments
be permitted that would operate to displace or deny

any member shippers of this Association rail freight
service on said lines. T

4
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Mr. James K. Smith, President

Mr. John M. McPherren, Vice President
February 27, 1987

Page 2

In addition, I am also enclosing for your information and review
copies of initial comments filed with the Interstate Commerce
Commission by the following governmental agencies:

1s State Corporation Commission, State of Kansas.

2. State of Kansas -- Secretary of Transportation.

3. Missouri Highway & Transportation Commission.

4., Railroad Commission of Texas.

5. State of Oklahoma, Department of Transportation and

Oklahoma Corporation Commission.
6. United States Department of Transportation.
7 United States Department of Agriculture.
8. City of Parsons, Kansas
9. KATY Railroad Employees Association of Parsons, Kansas.

Obviously, the stack of comments that I have received as a result
of the merger application is almost one foot thick at this
juncture. However, these comments are the ones that I think are
the most cogent, at least insofar as the Association is con-
cerned.

Please let me know if you have any questions about these comments
or how you would like to handle any communication and/or review
of the balance of the comments. Also, I suppose we should set a
telephone meeting of the Board of Directors for sometime in late
March. If you would like to have me contact both of you by
telephone to establish a date, I could give at least two weeks
written and telephonic notice to all of the directors to avoid
last minute scheduling problems.

Very truly yours,
HAMPTON,}ROYCE, ENGLEMAN & NELSON

By
J. Stan Sexton/dk

4 ("' )"EV{/\/"\
Enclosures v ' H..'.-"':
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- BEFORE THE
INTERSTATE COMMERCE COMMISSION
WASHINGTON, D.C.
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. BEFORE THE
INTERSTATE COMMERCE COMMISSION
WASHINGTON, D.C.

UNION PACIFIC CORPORATION, :
UNION PACIFIC RAILROAD COMPANY :
AND MISSOURI PACIFIC RAILROAD :
COMPANY-CONTROL-MISSOURI-
KANSAS-TEXAS RAILROAD COMPANY

F.D. NO. 30800, et al

' PRELIMINARY COMMENTS OF THE ,
UNITED STATES DEPARTMENT OF TRANSPORTATION

Pursuant to 49 U.S.C. § 11345(b), as amended by Section 228
of the Staggers Rail Act of 1980 (Public Law 96-448), the United
States Department of Transportation (DOT or the Deéartment) hereby
gives notice of its intent.to participate actively in this
proceeding.

DOT's interest is based not only on section 11345(b).but also
on its statutory responsibilities as the Executive Department of
the United States established by Congress "to provide general
leadership in ... transportation problems," 1/ to the end that the
Secretary of Transportation "shall provide leadership in the
development of transportation policies and programs." 2/ The
Department also has a creditor interest in the MKT, which we

believe will be removed as an element in this proceeding through

1/ 49 U.S.C. § 101(b)(5).
2/ 49 U.S5.C. § 301(2).



ongoing negotiations. 3/ The Interstate Commerce Commission (ICC
or CommiFSion) in Decision No. 8 in this proceeding, served
December 16, 1986, requested the views of interested parties on
various issues. Pursqant to this order and the Department's
statutory responsibilities, we hereby submit our preliminary
comments on the proposed acquisition.

On November 14, 1986, the Union Pacific Corporation (UPC),

" the Union Pacific Railroad Company (UPRR), the Missouri Pacific
Railroad Company (MPRR), and the Missouri-Kansas-Texas Railroad
Compaﬁy (MKT) filed an application pursuant to 49 U.S.C. § 11343
seeking approval of the acquisition of control of MKT and its
transportation subsidiaries, by UPRR and MPRR (céllectively UP).
The Commission accepted this application for consideration in
Decision No. 8.

Applicants submit that the proposed merger is in the public
interest and should be approved. They contend that the
transaction will enhance competition, because it will result in
more efficient and lower cost operations and, in particular, will
extend the benefits of single-line service to more of the shipping
public. Furthermore, they contend that the merger will produce
substantial one-time and recurring sa%ings through coordination of

facilities, equipment, and operations. Finaily, they argue that

3/ DOT has outstanding $50 million in loans in which MKT has a
direct interest -- $25 million each in the Section 505 and Section
511 programs under the Railroad Revitalization and Regulatory
Reform Act of 1976. As a result of the Financing Agreements, DOT
as a creditor has acquired a right of prior consent to the UP/MKT
transaction. If that consent is not obtained, the loans are in
default.



only by this merger can MKT shippers continue to receive reliable
service ?t reasonable rates, for MKT is allegedly unlikely to
continue to be able to compete successfully as an independent
carrier against large railroads in the region.

Various shippers, receivers, public bodies, and affected
industry associations havé filed both in support of and in
opposition to the acquisition. Others, including rail carriers,
oppose the transaction as proposed because of its alleged
anticompetitive effects and lack of significant public benefits.
Several railroads also seek trackage rights or other relief that
they deem necessary to correct the merger's competitive
deficiencies. They accordingly urge the Commission to deny the
application unless the requested conditions are imposed.

The Department does not take a position on the merits of the
application, including the necessity for any relief, at this time.
The proposed merger presents important issueé concerning the
structure and the competitive status of the rail industry.
Therefore, we believe it essential for the Commission to develop a
complete evidentiary record in order to consider the full impacts
of the proposal. We inténd to participate formally in these
proceedings in order to assist in the development of a complete
record.

The Commission has also directed all parties to indicate
those issues they consider important in this proceeding. DOT

believes the following major issues warrant consideration:



1. Whether the merger will reduce competition (including
. intramodal, intermodal, product and geographic), as
reflected in the transportation rates and services

likely to be available to the shipping public after the
acquisition.

a. Whether the merger will reduce the level of
competition in the markets served by UP and MKT,

since the railroads will no longer be independent
firms.

b. Whether the merger will reduce the level of
competition, if any, between the applicants and
non-included rail carriers.

2. If the merger would significantly reduce competition,
whether the anticompetitive effects can be eliminated or
mitigated, through changes to the proposal.

3. If the merger would significantly reduce competition,
whether this is offset by transportation benefits to the
shipping public.

a. Whether the merger will result in lower
transportation costs and/or rates.

b. Whether the merger will result in improved
transportation services.

c. Whether the merger will result in a more
rational and efficient national transportation
system.

4. Whether the merger will affect the ability of
non-included rail carriers to provide essential
services. ‘

Finally, the Commission has directed discovery to commence

among the parties. Following a thorough review of the

application, the Department will submit requests for information

in order to assist us in the development of our position in this

proceeding.



In conclusion, the Department hereby intervenes in this

proceeding. Please add the following attorneys to the service

list established in this docket:

Diane R. Liff, Assistant General Counsel
for Litigation

Mary Bennett Reed, Trial Attorney

Paul Samuel Smith, Trial Attorney

Office of the General Counsel, C-30

U.S. Department of Transportation

400 Seventh Street, S.W.

Washington, D.C. 20590

G. Joseph King, Attorney

Office of the Chief Counsel
Federal Railroad Administration
400 Seventh Street, S.W. RCC-20
Washington, D.C. 20590

Respectfully submitted,

Pos o A<

Rosalind A. Knapp
Deputy General Counsel

February 17, 1987



. CERTIFICATE OF SERVICE

-——

I hereby certify that I have on this seventeenth day of
February, 1987, served a copy of the foregoing Preliminafy
Comments of the United States Department of Transportation by

first-class mail, postage prepaid, on the persons specified in the

Interstate Commerce Commission's Decision No. 8.

' o Pt

PAUL SAMUEL SMITH

February 17, 1987
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BEFORE THE

INTERSTATE COMMERCE COMMISSION

Finance Docket No. 30800

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

Finance Docket No. 30800 (Sub-No. 1)
NOTICE OF EXEMPT TRANSACTION TO MERGE OKLAHOMA, KANSAS AND

TEXAS RAILROAD COMPANY INTO MISSOURI~KANSAS-TEXAS RAILROAD
COMPANY

These comments are filed by the United States Department of Agriculture
(Department) and areﬂin support both of control of the Misgouri~Kansas-Texag
Railroad Company (MKT) by the Union Pacific Corporation as requested in
Finance Docket 30800 and the merger of the Oklahoma, Kansas and Texas
Railroad Company (ORKT) into the MKT as requested in Finance Docket 30800
(Sub-No.1). The Secretary represents that he has an interest in these
matters and wishes to be considered a party of record, pursuant to 7 U.§.C.

1291.

The Department filed a request on January 27, 1987, with the Interstate
Commerce Commission (ICC) for permission to file in this proceeding on or
before February 16, 1987. The ICC granted the extension of time on Jaﬂuary

30, 1987. Each of the applicants was advised of this extension.



The service provided by the carriers involved in this proceeding 1s vitally
important to the success of American agriculture. During calendar year 1985,
the MKT (including the OKKT) handled 23,182 carloads of grain, grain mill
products and farm products; the Union Pacific handled 177,946 carloads'of
such commodities; and the Misgouri Pacific (which is part of the Union
Pacific Corporation) handled 104,811. Collectively, the loadings of these
three carriers represented over 16 percent of the total U.S. carloads of

these commodities. The Department is interested in preserving all of the

o T

marketing options now available to the involved shippers and in maintaining

low cost, reliable rail service.

The Secretary has participated in merger attempts by various railroads in the
past only where cleérly necessary for the good of agricultural shippers.
Mergers have strengthened the financial viability of certain carriers'.

The comments we filed in prior merger proceedings supported petitions for
trackage rights or the keeping open of various gateways for the continuance
of through routes and joint routes to stimulate competition and maintain

marketing options.

The Secretary wishes to 80 on record as being in support of the applicants in
these proceedings. According to the applicants' petition, it is very
doubtful that the MKT system can survive without thig takeover, considering
the present competition by five stronger and larger carriers in the highly
competitive region it serves. Many of the shippers filing verified

statements with the applicants' petition for merger and control attest to the



fact that they fear bankruptcy of the MKT System and if that sghould occur,
movement of their commodities in the involved corridors would be seriously

impaired.

The Department of Agriculture has contracts with various grain elevators
providing services for handling and storing Commodity Credit Corporation
owned grain. This contract 1ig known as the Uniform Grain Storage Agreement
(UGSA). The MKT exclusively switches some of these elevators whose total
capacity 18 35.4 million bushels. The OKKT exclusively switches UGSA

elevators that have a totalwéapagzty of 21.4 million. Both carriers jointly

switch, exclusively, elevators with a capacity of 11.1 million bushels
located at Fort Worth, Texas. This totals 67.9 million bushels of UGSA grain

capacity exclusively switched by the MKT System.

The logical choice of a merger partner for the MKT appears to be the Missouri
Pacific Railroad Company (MP). The MP currently has trackage rights over
nearly 350 miles of MKT tracks. The MKT, with its recent acquisition of
trackage rights between St. Louis and Sedalia, Missouri — Finance Docket
No. 30805 - has rights over a similar amount of tracks of the MP.
Continued operations asg part of a financially stronger, merged system would
permit the present MKT portion of the system to effect a costly upgrading of
its lines which is necessary for it to stay competitive. Although some
intramodal competition may be lost as a result of the merger, competition in
the Kansas/Missouri to Texas corridor would still be provided by the ;
Burlington Northern, Santa Fe, Southern Pacific and the Kansas City Southern

rail systems.



Several agricultural firmg which own facilitiesg completely dependent on the
OKKT for rail services, have filed Verified Statements in support of thig
merger application. They note that the OKKT, which was part of a rail system
which went bankrupt, serves a large part of the territory they draw from for
the export of grain moving from the Central Plains to the Texas Coast and the
Mexican border. They also cite that another bankruptcy could end the use of

this short-line mileage.
Summary

The Department believes that the granting of the above applications

would ensure adequate service to agricultural shippers by the involved
railroads; reduce carrier costs by allowing the use of combined capital to
improve the most efficient routes; and assure shippers, particularly those on
the OKKT, that service will not be eliminated as the result of another rail

bankruptcy.

)
(Sl Cﬂ‘( o2l

Paul E. Kepler, Oirector
Domestic Division




CERTIFICATE OF SERVICE

I hereby certify that I have served the original and 10 copies of the
foregoing document upon the Office of the Secretary, Case Control Branch,
Interstate Commerce Commission, Washington, DC 20423, and a copy to all

parties designated in the Commission's order served February 9, 1987.

Dated at Washington, DC, this /foday of February 1987.

Y/ 57%@%/

Paul E. Kepler, DPirector
Domestic Division
Office of Transportation




EcCKERT, SEAMANS, CHERIN & MELLOTT

ATTORNEYS AT LAW
1818 N STREET. N.w.

WASHINGTON, D.C. 200238 TELEX {TT 440083
(202) 4%2.1074 TELECOPIER - (202) 452.0647

G. KENT WOODMAN

February 1, 1987

Ms. Noretta R. McGee

Secretary

Interstate Commerce Commission
Room 1324

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

Re: Finance Docket No. 30800
Union Pacific Corporation, Union Pacific Railroad
Company and Missouri Pacific Railroad Company --
Control -- Missouri-Kansas-Texas Railroad Company

Dear Ms. McGee:

Transmitted herewith are an original and 20 copies of the
comments filed by the City of Parsons, Kansas concerning the
primary application in the referenced docket. Also, submitted
are 21 copies of supporting documents including (1) a November
26, 1986 letter to the Honorable William R. Brady from Fred A.
Rice, Chief, Research and Analysis, Kansas Department of Human
Resources, and (2) a letter from the Parsons Ministerial

Association,
Respectfully ZZii, A

G. Kent Woodman
for the City of Parsons, Ransas

GKW:eeb
Enclosures

cc w/encls: 1Individuals identified on the certificate of service
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WASHINGTON, D.C.

FINANCE DOCKET NO. 30800

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

COMMENTS OF THE CITY OF
PARSONS, KANSAS

Anthony A. Anderson Richard C. Dearth
G. Kent Woodman City of Parsons
Eckert, Seamans, Cherin P.O. Box 781
& Mellott ' Parsons, Kansas 67357
1818 N Street, N.W. Telephone: (316) 421-1970

Washington, D.C. 20036
Telephone: (202) 452-1074

Date: February 1, 1987



BEFORE THE
INTERSTATE COMMERCE COMMISSION
WASHINGTON, D.C.
FINANCE DOCKET NO. 30800
UNION PACIFIC CORPORATION, UNION PACIFIC
RAILROAD COMPANY AND MISSOURI PACIFIC

RAILROAD COMPANY -- CONTROL -~
MISSOURI-KANSAS-TEXAS RAILROAD COMPANY

COMMENTS OF THE CITY OF
PARSONS, KANSAS

These comments are filed by the City of Parsons, Kansas
regarding the application of the Union Pacific Corporation and
its railroad subsidiaries ("UP") for approval by the Interstate
Commerce Commission ("Commission") of the proposed acquisition
and control by UP of the Missouri-Kansas-Texas Railroad Company
("MKT"),

The City of Parsons opposes the application in its
current form, and wishes to become a party of record in this
proceeding pursuant to 49 C.F.R. 1180.4(d)(iv).

Parsons intends to participate formally in this
proceeding, and further intends to coordinate its participation
with other agencies and communities in the State of Kansas, or
other interested parties, that may also participate in thé
proceeding.

Parsons may seek to discover the intentions of the rail
carriers involved regarding rail employment in the Parsons area
and rail service and operations in and around Parsons, including

proposed routings and traffic flows.



I. INTRODUCTION - BACKGROUND ON PARSONS

One of the most dramatic and immediate effects of the
proposed acquisition of the MKT by UP would be the severe
economic dislocation visited upon the small City of Parsons as a
result of MKT's wholesale withdrawal from the Parsons area.

The City of Parsons is located in Labette County in the
far southeastern corner of the State of Kansas. The population
of the City is approximately 12,900; the population of the County
is approximately 25,700.

Like most towns of its size in Kansas, the economy of
Parsons is significantly dependent on agriculture. As a result,
Parsons has experienced the same type of economic hardship that
has been so devastating to other communities throughout the
Midwest and Southwest. This hardship has been exacerbated
throughout the. State of Kansas by the financial institution
crisis, which has witnessed in the past two years 28 banks closed
by the Federal Deposiﬁ Insurance Corporation ("FDIC") and 3
savings and loans closed or acquired in supervisory
acquisitions.1 These closures have rocked the economic well
being of communities throughout the State.

The one feature that has distinguished Parsons from
other Kansas communities is that it is now, and has been for
nearly a century, a major center of railroad operations. 1In

fact, the City of Parsons was named after the builder of the MKT

Railroad. It was the hub city of the MKT Railroad when the MKT

1. Information supplied by FDIC and Federal Savings and Loan
Insurance Corporation.



started operations, and it remains so today. The development of
rail service in the Midwest played a vital role in the growth and
development of light industry in Parsons. The position of
Parsons as a railroad hub has been a dominant force in the
economic life of the City since the early 1900's.

Parsons is the home of MKT's system diesel locomotive
repair shop, a track maintenance repair shop, a major switching
yard, MKT's Northern Division headquarters, a three-track TOFC
ramp, and a three-track rip facility.

In addition, Parsons is the major junction for MKT rail
traffic moving tp and from Kansas City and St. Louis and the
Southwest, serving as the junction point for MKT's St. Louis
line, Kansas City line, and Neosho subdivision. Parsons Yard
receives extensive use for the classification of North-South rail
movements.

Current MKT rail employment in Labette County is

approximately 400 agreement and non-agreement personnel.

IT. THE UP-MKT MERGER PLAN

According to the meréer application filed by UP2, after
the consolidation of UP and MKT much of Parsons Yard will be
"retired." The following facilities will be closed and sold for
salvage: the diesel lécomotive repair shop, the track
maintenance machine repair shop, the three-track rip facility,
the East Yard, and the West Yérd. The classification of traffic

currently being performed at Parsons will be eliminated or

2. UP Control Application, Volume I, Exhibit 13, p. 62,



handled by other terminals. Parsons role as a gateway for rail
and intermodal traffic will be eliminated and its ability to grow
and become a major hub for future transcontinental traffic flows
will be permanently lost. As discussed in more detail below, the
rerouting of train service as proposed by UP will result in a

dramatic reduction in the volume of rail traffic through

Parsons.3

In its estimate of annual savings, UP cites the
elimination of 126 employee shifts per week, with a resulting
saving of over $2,000,000 annually.4 In its Labor Impact

Exhibit, UP lists 171 jobs to be abolished in the City of

PaISOHS.S

To obtain a more accurate assessment of the overall
merger impact, it is necessary to look at the estimated job loss
in Labette County. There are now about 400 workers employed by
the MKT in Labette County. After the consolidation, only 50
would remain in the Parsons area, 100 would have the opportunity
to be transferred to positions outside Labette County, and 250

would lose their jobs.

III. THE MERGER'S HARMFUL IMPACT ON PARSONS

It is no sense an over dramatization to assert that the
wholesale abandonment of Parsons as a result of this rail merger

could be devastating to the community's already troubled

3. See infra, p. 11.
4. UP Control Application, Volume I, Exhibit 13, p. 62,
5. UP Control Application, Volume I, Appendix B, p. 6.



economy.6 As mentioned, Parsons and many other small Midwestern

communities are in precarious financial health due to-fhe perils
of the farm economy and the collapse of vital banking and lending
institutions.

To begin, it is helpful to look at the unemployment
picture in southeastern Kansas. Historically, in any economic
downturn, the counties in this part of Kansas have suffered a
greater degree of economic hardship than the rest of the State.
For example, the 1986 unemploynent rate for the § southeastern
Kansas counties was one and one-half times that of the State as a
whole.’

The impact of the layoff or transfer of another 350
workers in Labette County would have a Significaht impact on the
unemployment rate. Assuming 85 percent of these workers reside
in the County, this single action of one employer -- MKT-- would
result in an increase in the county unemployment rate of 2.3
points (from 7.1 percent to 9.4 percent).8

The magnitude of job loss is a c?itical factor in the
Commission's consideration of whether the merger is "consistent
with the public interest." Section 11344(b)(1)(D) of Title 49,
United States Code, specifically requires that the Commission
consider the interest of carrier employees affected by the
proposed transaction. It is evident that the affected employees,

and the Parsons community, would be harmed in a manner that

6. See attached letter from the Parsons Ministerial Association.

7. Letter to the Honorable William R. Brady from Fred A. Rice,
Chief, Research and Analysis, Kansas Department of Human
Resources (Nov. 26, 1986) ("Rice Letter").

8. Rice letter, page 2.



greatly outweighs any beneficial aspects of the proposed merger.
As a demonstration of the serious concern of communities
in this area, the Cities of Altamont, Chetopa, Oswego, Parsons,
and st. Paul, and the County of Labette, have passed resolutions
in opposition to the merger. These resolutions state that "the
resultant job loss will add to the already high unemployment and
will increase the economic hardship of an area already in
economic distress" and point out that "the Union Pacific . . .

has offered no definite plans to help the area or soften the

severe blow to the economy caused by this operating plan."

The Impact On Property Taxes

Perhaps the single most significant impact on the
Parsons economy resulting from the merger would be the loss of
property tax revenues. To put this loss in perspective, it is
important to understand two things: the role of property tax
revenues in the budget of Parsons and its ability to provide
essential public services, and the amount of those property tax
revenues now contribﬁted by taxes on MKT property.

Like most small communities, Parsons' fiscal operations
are heavily dependent on property tax revenues. In 1985, for
example, Parsons received approximately $1.4 million in property
tax revenues out of overall revenues of approximately $4.9
million paid into the public treasury from a variety of

sources.? Property tax revenues are the single greatest revenue

9. Records of the County Clerk, Labette County, Kansas. The
figure of $4.9 million does not include certain water
sewage and sanitation revenues.



source for the City's budget, and as such are the primary revenue
source for essential public services such as parks, libraries,
street repair, trash collection, public facilities, etc.

In 1985, the assessed value of MKT rail property was
over $816,000 in Labette County and over $282,000 in the City of
Parsons. 1In that year, MKT paid county and city property taxes
on this rail property of more than $112,000.10

Removing the shops and other facilities from the county
and city tax rolls, particularly given the'amount of overall
property tax revenues contributed by these rail properties, would
have a disastrous impact on the public finances of the City and
its continued ability to provide essential services. The City
thus would be faced with one of two painful alternatives --
either raise property taxes significantly to make up the
shortfall, or.curtail the provision of essential public services.

While the impact of this loss of assessed valuation may
be softened somewhat if other industrial uses are made of the MKT
properties, it is clear that railroad operations are the "highest
and best use" of these properties and that alternative facilities
could not geherate the same level of property taxes.

An ancillary property tax impact would result through
the relocation of between 200 and 300 families and the
corresponding increase of that many additional residences into
the available housing supply. 1In a small community with economic
problems, it simply would not be possible for these residences to

be readily absorbed by the market. The inevitable result would

10. Records of the County'CIerk, Labette County, Kansas.



be a decline in value and thus in assessed valuation, resulting

in reduced contributions of property taxes.

The Impact On Public Schools

'f" Education in the public schools of the Parsons area
would be significantly harmed by the proposed merger in two
ways. First, the public schools would lose about 150 students
who are children of MKT employees. Since the formula for Kansas
State financial assistance for public education is based in part
on student population, this loss of students translates directly
into a loss of education funds from the State.

Second, the Parsons area schools rely on property tax
revenues as a primary source of its funding. The decrease in
available property tax receipts, as described above, would
severely impact the public edgcation system. Again, the only
options available to Parsons would be to reduce the level of

spending for education, clearly an ill-considered public policy,

or to increase the property tax burden borne by remaining

taxpayers.

The Ripple Effect On The Local Economy
The most alarming long-term impact of the proposed
merger may be one of the hardest to quantify -- that is, the
ripple effect throughout the entire local economy that would
occur as a result of the loss of railroad jobs and operations.
This "silent impact" would not be sudden, but it would be

pervasive and perhaps irreversible.



A few facts help illustrate this potential harm. The
400 workers currently employed by MKT in Labette County have a
total payroll of approximately $8 million.ll oThe loss of 350 of
these employees (250 through job loss, 100 through transfer)
would result in the loss of approximately $7 million from the
local economy each year. This is a reduction of nearly 5 percent
of the total wage and salary income in Labette County.12 In the
relatively modest overall economies of Labette County and the
City of Parsons, this loss of $7 million is a significant decline
in the amount of money circulating in the City and County to
purchase goods and services. While a detailed analysis of this
impact is beyond the scope of these comments, it is safe to say
that this loss of purchasing power would be felt directly by all
Parsoﬁs commercial enterprises -- supermarkets, drug stores,
department stores, restaurants -- that once benefited from the
disposable income portion of the $7 million. This becomes,
sadly, an almost inevitable downward spiral -- the decline in
spending for goods and services means a loss in retail revenues
and then a loss of retail jobs, which leads to further loss of
éonsumer spending and possibly a further reduction in home
ownership and decline in assessed property values.

Finally, the spinoff impact on the local economy would
be exacerbated by the fact that the railroad jobs that would be
lost are high-paying, quality jobs. The majority of the salaried

railroad workers in Labette County average about $30,000

11. Rice Letter, p. 2
12I —I—dO p. 2.



annually, which is nearly twice the county's aQerage annual
wage.13 This job loss would result in the decline in both
average wages and per capita income in Labette County. Further,
a search of local agency job banks reveals that the only
employment opportunities available are at wage levels far below
the rail employees' pay, mostly at minimum wages or slightly
higher.l4 Therefore, even if the displaced rail employees secure
work, their contributions to the overall goods and services
economy would be significantly reduced.

As this discussion shows, the proposed UP-MKT merger
would deal the City of Parsons a rapid series of blows which
would be devastating to the community and its residents.
However, that is not the only reason this merger represents poor
public poiicy. 1In addition, as set forth below, the UP
application is seriously flawed under the traditional public

interest considerations relied upon by the Commission in its

merger analysis.

IX. PUBLIC INTEREST CONSIDERATIONS
Advérse Effect On Competition
Under section 11344(b) of Title 49, United States Code,
the Commission is required, in determining if the UP-MKT proposed
consolidation is in the public interest, to consider whether the
transaction would have an adverse effect on competition among

rail carriers in the affected region. The Commission's

13. Rice letter, p. 2.
14. Rice letter, p. 3.
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consideration is also governed by the rail transportation policy
set forth in 49 U.S.C. 10101a, which seeks to ensure the
development and continuation of a sound rail transportation
system with effective competition among rail carriers and other
modes, to meet the needs of the public and the national

defense.15 The Commission's Railroad Consolidation Procedures

clearly acknowledge that the competitive impacts of a
consolidation are "especially critical"” in light of the
increasing ability of rail carriers to price their services free
of regulatory constraints.16 Accordingly, the Commission should
be particularly sensitive to the dimunition of rail services to
the City of Parsons, and to the reduction of competition that
would result from the proposed combination and attendant
abandonments.

UP's ‘application concedes that the MKT system and the UPpP
system are "parallel in significant part, and serve a number of
common points".1? common traffic corridors include St. Louis and
Kansas City south into Oklahoma and Texas. According to the
Operating Plan submitted by UP, all MKT traffic using the St.
Louis gateway would be rerouted, with traffic destined for Dallas
and Ft. Worth, Texas redirected over the UP's route. Traffic
destined for Kansas and Oklahoma would be rerouted through Kansas
City on existing UP trains.l8 ukr's existing line between St.

Louis and Parsons would be abandoned, except for a small segment

15. See 49 C.F.R. §1180.1(b).
16. 49 C.F.R. §1180.1(a).
17. UP Control Application, Volume I, p. 18.

18. UP Control Application, Volume I, Appendix E, Exhibit 13,
p. 15,
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between North Clinton, Missouri and Fort Scott, Kansas. As a
result, the City of Parsons would not have direct service from
St. Louis, and would lose a competitive routing option. Parsons
would no longer be the junction point for St. Louis and Kansas
City traffic. Although MKT's line from Kansas City south would
be retained, the operating plan indicates that UP's route to
Coffeyville would be the "major" route over which traffic would
travel.l9 1p addition, the applicants propose to abandon the up
line between Chetopa and Coffeyville, Kansas, cutting off access
from Parsons to Coffeyville. Two "non merger related
abandonments"” would also negatively impact service to Parsons:
first, a UP line between Chetopa, Kansas and Nassau Junction,
Missouri and a second, an MKT line between Alcolac, Missouri and
Machens, Missouri, completing the abandonment of the St. Louis
line.20 Moreover, Burlington Northern has filed for abandonment
of its line serving Parsons.

The traffic patterns that would result from the
discussed reroutings and abandonments would effectively divert
traffic away from the City of Parsons. Traffic from St. Louis
would be diverted southwest through Arkansas to Texas
circumventing Parsons completely. Remaining southbound traffic
would, in large part, be diverted through Kansas City over tﬁe Up
line, a longer and arguably less efficient route than the
MKT's. While some traffic would continue to use the MKT line, a

considerable amount would bypass Parsons, leading to its decline

19. !_q-, pn 160
20. See id., Figures 13-3,9 and 13-3.10.
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as a significant traffic gateway. The corridors of traffic
between Kansas City and St. Louis on the north and Dallas and Ft.
Worth to the south would suffer a reduction of competition as a
result of this combination. The MKT and uUp systems would no
longer compete for traffic in these markets. As recogﬂiéed by

the Commission's Railroad Consolidation Procedures, if two

carriers serving the same market consolidate, the result is the
elimination of competition between the two.2l 7This is
necessarily the result when a parallel merger occurs. The
combined system would be able to exert considerable market power
and to control traffic patterns. This elimination of competition
is further aggravated by the abandonments proposed which, if

granted, would lead to a permanent reduction of competitive rail

transportation options for shippers,

Adequacy Of Transportation

This reduction of transportation alternatives for
shippers to and from the Parsons area raises a second factor set
forth in section 11344(b) of Title 49 that the Commission is
required to consider -- the effect of the proposed transaction on
the adequacy of transportation service to the public. Although
rail service would continue through Parsons, the propoéed
consolidation would cause public harm to transportation services
due to the significant reduction in the level of rail service and
the effective closing of the St. Louis market to Parsons rail

shippers. More specifically, the proposed consolidation would

21. 49 C.F.R. §1180.1(c)(2)(i).
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result in changes in the average system trains per day of -3.1 or
=100 percent for the Fort Scott-Parsons line; -3.4 or -43.6
percent on the Paola-Parsons line; and -6.5 or -59.6 percent for
the Parsons—-Chetopa line.?22

The resulting loss of service would adversely affect
local shippers which rely on rail service to ship tﬁeir
commodities. In its application, UP repeatedly refers to the 375
verified statements of shippers in support of the proposed
merger.23 However, it is significant to note that of these
shippers only one shipper in Oswegb operates in the Parsons
area. This support may be premised on the fact that this
particular shipper, unlike other Parsons' shippers, would
continue to enjoy direct rail service after the merger from the
Burlington Northern.

The proposed abandonments and diversions would certainly
limit the transportation alternatives available to several local
shippers. For example, the proposed abandonments of the Chetopa
to Coffeyville track would leave at least two grain co-ops, the
Bartlett Co-op and the Edna Co-op, without any rail service. The
appiicants would undoubtedly suggest that these shippers would
still be afforded the ability to ship by truck. This argument,
however, ignores the obvious value to shippers of having a
competitive rail alternative and ignores the inéreased market

power that the trucks would enjoy, allowing trucking companies to

freely increase rates.

22, See UP Control Application, Volume 1, Exhibit 13, Table
- 13-7.1.

23. See UP Control Application, Volume 1, Exhibit 13.
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In addition to the general loss of rail service, local
Pafsons shippers would suffer from the elimination of competitive
service to St. Louis. As proposed by UP, St. Louis rail traffic
originating in Parsons would be rerouted through Kansas City.
The closing of this gateway and rerouting of traffic would
sufficiently increase the tiﬁe involved and decrease the
efficiency of Parsons-St. Louis service so as to render rail
service between these two cities nonviable and noncompetitive.

The rail transportation policy, required to be
considered in merger proceedings, seeks to ensure that the
transportation needs of the public and the national defense are
met. In addition to the concerns of adequate service to local
shippers, the Commission should be aware that an Army Ammunition

Plant is one of Parsons' largest rail shippers.

Other Critical Factors
It is particularly difficult to fully assess the

competitive impact of the proposed consolidation in light of two
factors. The first is the ability of UP to file an application
for directly-related abandonments up to four months after filing
éf the primary application.24 As a result, further abandonments
may be proposed after comments in response to the application are
required to be filed with the Commission. This makes it
virtually impossible to predict with any certainty traffic flows,

diversions, loss of service and overall competitive effects of

24. See UPC -- Control -- MKT, Finance Docket No. 30800,
Decision No. 6.
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the consolidation on the City of Parsons. If further
abandonments are to be proposed, the magnitude of harm on Parsons
would increase and the need and justification for protective
conditions would likewise grow.

The second factor is the uncertain impact of UP's
proposed acquisition of Ovérnite Transportation Company
("Overnite") on the rail and intermodal transportation market.
The Commission has found this proposed acquisition is of
"regional and national significance and represents a major market
extension by UPC."25 The Kansas City Southern Railway Company
and Louisiana & Arkansas Railway Company ("KCS") raised a very
similar issue in its motion that the Commission reject UP's
incomplete application as it did not reflect the impact of the
reported settlement agreement between UP and the Santa Fe
Southern Pacific in the context of the latter's merger
proceeding. Although the Commission denied the motion, it
expressly recognized the validity of KCS's argument and sought
evidence on the potential interrelationship of the two merger
proposals, which taken together "would significantly restructure
the rail system in the western United States".26 Similarly, the
Commission and affected parties will be unable to determine the
impact of UP's proposed acquisition of Overnite on future traffic
flows, both rail and intermodal, consolidation of facilities,

routing and pertinent competitive issues. The effect on the City

25. UPC and BTMC Corp. - Control - Overnite, Finance Docket
No. 31000, Notice of Intent.

26. UPC - Control - MKT, Finance Docket No. 30800, Decision
No. 8.
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of Parsons is particularly uncertain given the presence of TOFC
activities in the Parsons yard, which is practically the only
aspect of the yard that would not be eliminated by uP.27 The
abandonment of rail lines and diversion of traffic away from the
Parsons area that is proposed to occur in the context of the MKT
consolidation would force many local shippers to rely on trucking
alternatives. As a result, the effect of the proposed Overnite
acquisition on local service and the attendant impacts on
shippers are impossible to quantify at this time. To ensure the
development of an accurate and complete record in the instant
proceeding, the Commission should require that UP present
evidence on the interrelationship of the MKT and Overnite
acquisitions, including an analysis of their combined competitive
impacts. Only when that evidence is developed can the parties

fully assess the effects of the related transactions.

V. PROTECTIVE CONDITIONS

The City of Parsons continues to oppose the proposed
consolidation of UP and MKT. However, for the above stated
reasons, should the Commission decide to approve the proposed
merger, the City requests that the Commission impose the
following protective conditions:

(1) Require UP-MKT to retain rail service between
Parsons and St. Louis, and retain access for Parsons area

shippers - to Coffeyville; and

27. See, UP Control Application, Volume I, Appendix E,
Exhibit 13, p. 62,
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(2) Require UP-MKT to maintain all rail related
activities at Parsons Yard including activities at the three

subyards.

VI. CONCLUSION

The proposed UP-MKT consolidation would have a severe
economic impact on the City of Parsons. Job dislocation, coupled
with associated effects on the community's property tax base and
the provision of essential public services, would adversely
impact an already crippled local economy. Closing the Parsons
Yard as proposed by UP in its merger application would not be
consistent with sound public policy and would be contrary to the
public interest. Although it may be argued that elimination of
the Parsons facility is an efficiency produced by the
consolidation, any benefits to closing the yard are clearly
outweighed by countervailing harm to MKT's employees, a factor
which is required to be considered by the Commission in its
assessment of anticipated harm to the public interest.

Moreover, the proposed consolidation is anticompetitive
and endangers the provision of adequate service to the shipping
community and the public. The merger involves parallel and
overlapping traffic corridors in which both carriers compete.
‘Diversions would result from the rerouting of traffic, largely
over UP lines, causing withdrawal from the Parsons transportation
market. While trucks could provide alternate transportation

services, they would amass and could exert considerable market

power.
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The rerouting of traffic and proposed abandonments would
jeopardize continued service to the Parsons community. Direct
access to St. Louis, Missouri and Coffeyville, Kansas would be
cut off, effectively closing competitive routing options and
reducing essential transportation services. This loss would be
compounded by the uncertainty posed by the acquisition by UP of
Overnite, a trucking concern, and the ability of UP to propose
even more extensive abandonments during the Commission review
process. The inability to assess the complete impact of these
two yet unresolved factors demands that UP fully present, and the
Commission consider, the combined effects of both proposed
acquisitions by UP and attendant service discontinuances.

Without adequate information, the parties to this proceeding
cannot assess the magnitude of harm of the proposed
consolidation, nor can they properly fashion appropriate
protective conditions. Fairness dictates that the record be

fully developed on these issues.

Respectfully submitted,

MML - fotnd e

Anthony A. Anderson Richard C. Dearth
G. Kent Woodman City of Parsons
Eckert, Seamans, Cherin P.O. Box 781
& Mellott Parsons, Kansas 67357
1818 N Street, N.W. Telephone: (316) 421-1970

Washington, D.C. 20036
Telephone: (202) 452-1074
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William J. McDonald
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Washington, D.C. 20590

The Honorable Edwin Meese II11l

Attorney General of the United States
Tenth Street and Constitution Avenue, N.W.
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. DEPARTMENT OF HUMAN RESOURC"™ S

S

RESEARCH AND ANALYSIS
401 S.W. Topeka Boulovard, Topeka, Kansas 66603-3182
913-296-5058
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John Carlin, Governor Larry E. Wolgast, Secretary

November 26, 1986

—

The Honorable William R. Brady
Representative District Number Six
87 Parsons Plaza

Parsons, KS 67357

RE: Effect of KATY - U.P. Rail Merger

Dear Mr. Brady:

Following your telephone inguiry of November 20, we have examined
data available from this office in an attempt to offer our
assessment of such a merger on the Parsons local economy. The
facts as provided by your office indicate that about 400 workers
are currently employed by the KATY railroad in Labette County
with a total payroll of approximately $8 million. The majority
of these salaried workers average about $30,000 annually.
Further, should the merger occur, of the 400 workers presently
employed, 50 would remain in Parsons and 100 would be transferred
to positions outside the county.

According to available data, nearly 97 per cent of the jobs in
Labette County are held by residents of Labette County itself and
four adjacent counties. These five counties in the extreme
southeast corner of the state have historically suffered a
greater degree of economic hardship than has been typical
elsewhere in Kansas. During the first 10 months of 1986, as
shown in the table below, these five counties combined have
sustained an unemployment rate approximately one and one-half
times that of the state as a whole.

Civilian Labor Force
January - October 1986 (Average)

Civilian

Labor Unemployment
Area Force Employment Unemployment Rate
KansaSo-ooou-o..ll229I783 1'161’135 68[648 5f6
Five .County Total 65,856 60,422 5,434 8.3
Labetteooo-ooooo 121394 11[517 877 701
) Cherokeeoooooooo 9[740 8[727 11013 1004
Crawford........ 16[690 15[522 11168 ‘ 700
Montgomery..esoe 17,113 15,732 1,381 8.1
Neosho......OQ.. 9’919 8[924 995 1000
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A loss of 350 jobs and the outright layoffs of 250 workers in
Labette County would further aggravate that area's economic
situation. A small number of the idled workers could be expected
to quickly obtain employment elsewhere or to retire or withdraw
from the labor force for other reasons. Most, however, would
become unemployed--jobless and looking for work. A layoff of
that magnitude would be anticipated to yield, as a direct result,
an unemployment count increase of just under 250. Such an
increase in jobless number would cause an upturn in the
unemployment rate in that five-county area of approximately
three-tenths of a percentage point. Labette County itself, of
course, would suffer most of the joblessness increase.
Approximately 85 per cent of the workers in Labette County reside
there; if a similar county residence proportion exists among the
workers who would be idled, the jobless count in that ‘county
alone’ could be expected to increase by approximately 200.. Such
an upswing in the jobless count could be expected to boost the
Labette County unemployment rate by two percentage points to
"approximately nine per cent.

Besides the higher-than-average unemployment, the Labette County
economy 1is also characterized by somewhat lower~than-average
wages and income. The 1985 average wage or salary (among
employers covered under the Kansas Unemployment Insurance system)
stood at $15,194, about 88 per cent of the state average.
Similarly, per capita personal income in that area in 1984 was
$10,216, about 77 per cent of the state average and ranking 99th
among the state's 105 counties. The loss of hundreds of jobs
which pay nearly double the county's average wage can be expected
to cause further slippage, with respect to Kansas averages, of
both wages and per capita income.

Further, the lost income, estimated at $8,000,000, will represent
a reduction of approximately five per cent of the total wage and
salary income in Labette County. (According to data developed by
the U. S. Bureau of Economic Analysis, Labette County total
personal income in 1984 was $262,541,000, of which $140,500,000
was wage and salary income.) That loss can be expected to cause
further losses in the portion of the area's economy which
provides goods and services mainly to the establishments and
residents of the local area itself--that is, to the
income-dependent part of the 1local economy. Because, however,
the details of economic interdependence and also the degree to
which the lost wages might be offset by other compensation are
not presently known, the extent of induced downturns in the

income-dependent part of the Labette County economy cannot be
reliably determined.

Agency job banks were searched as of October 31, 1986 relative to
the number and type of unfilled job openings placed with its
network of Job Service Centers in southeast Kansas. Included
were the offices of Chanute, Coffeyville, Emporia, Independence,
Parsons, and Pittsburg. Collectively, 160 openings were on file,
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indicating a near labor surplus situation. Fully half of these
positions were in service and clerical occupations, most at
minimum wage or slightly higher levels. One in s8ix were
professional or technical in nature requiring either a college
education or long-term specialized post-secondary training. Few
positions were in those occupational skills deemed suitable for
affected workers and certainly not at wage levels currently
experienced. Barring the occurrence of unforeseen events, no
significant changes in these conditions are forecast for
southeast Kansas in the near future. |

It is hoped tpis brief analysis may prove of some assistance.
Should you desire clarification of these materials or additional
information, do not hesitate to contact us.

Sincerely,
MMM
Fred A. Rice, Chief :

Research & Analysis

FAR:WHL:csm
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PN Parsons, Kansas

As ministers of Parsons we are concerned as the Union Pacific Railroad
follows through on its intended (proposed) merger with the Missouri-Kansas-
Texas Railroad, Our concerns center around the People issues., We under-
stand business decisions have to be made, and that economics are an important
part of those decisions. We have nothing against Union Pacific or anyone
else making decisions that will be to thelr advantage and the advantage of
their stockholders. However, our voices must be raised when corporations
operate in a way which seems to disregard the impact on people.

The disregard for people reflects an unacceptable callousness. It is
projected that approximately .350 people will lose their jobs. We think not
only of the 350, but also about their families and the overwhelming negative
effect on the community. The negative impacts on the families will be:
loss of economic security, displacement, pressure on the inner-structure of
the family, possible extreme psychological adjustments, and disruption of
basic social relationships. The negative impacts on the community will be:
a weakening of the economic base, stripping away of the present developed
support systems of the community, traumatic re-adjustments in the school
systems, churches, and organizations. No company can long succeed which
disregards its impact on people. !

We believe the unnecessary suffering which would be~brought on by the
proposed merger to be antithetical to the Judeo-Christian ethic. Therefore,
we call upon the Union Pacific and Missouri-Kansas-Texas officials to evidence

greater concern for the people, and communities, who will be affected by
the proposed merger. '

Bery oy c //;Z,_
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ATt et |
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BEFORE THE

INTERSTATE COMMERCE COMMISSION

UNION PACIFIC CORPORATION,
UNION PACIFIC RAILROAD
COMPANY AND MISSOURI PACIFIC
RAILROAD COMPANY~--CONTROL~-~
MISSOURI-KANSAS-TEXAS
RAILROAD COMPANY, ET AL.

FINANCE DOCKET NOS.
30800, ET AL.
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INTERVENTION AND COMMENTS OF
KATY RAILROAD EMPLOYEES ASSOCIATION
OF PARSONS, KANSAS
Comes now Katy Railroad Employees Association of Parsons,

Kansas, and files this, its Intervention and Comments herein,

stating as follows:

STATEMENT OF THE PROCEEDING

By application filed November 14, 1986, the Union
Pacific Corporation ["UPC"], Union Pacific Railroad Company
["UPRR"], Missouri Pacific Railroad Company ["MPRR"], and
Missouri-Kansas-Texas Railroad Company ["MKT"] filed an
application under 49 U.S.C. 11343 for ap?roval of the acqui-
sition of control of MKT and its transportation subsidiaries
by UPC, a non-carrier holding company, and its indirect
wholly-owned rail carrier subsidiaries, UPRR and MPRR [col-
lectively "up"]. In its Decision No. 8, dated December 12,

1986, the Commission has accepted for consideration the



merger application and other felated applications and peti-

tions filed in these proceedings.

I.

COMMENTS RESPECTING INTEREST

The Katy Railroad Employees Association of Parsons,
Kansas ["Association"], is a relatively small, but:expanding
group of MKT operating and clerical employees, located in the
Parsons, Kansas area. Parsons is the MKT's northern hub of
operations, the site of a major classification vard, and the
location of the railroad's primary locomotive maintenance
shop. UP's plan for its absorption of MKT calls for almost
total elimination of railroad operations and maintenance
activities at Parsons, and the discharge or transfer fromnm
Parsons of almost all of MKT's employees and their families.
The fear of loss of employment or transfer from Parsons, as
well as the likelihood of a local economic depression if the
involved applications and petitions are granted are the prin-
cipal motivations for the establishment of the Association,
and this its requested intervention as a party in these

proceedings.

II.

INTRODUCTION

UPC's proposed acquisition of the MKT by UPC appears to

be nothing less than an attempt to buy out a small, aggres-



sive competitor\ thatlﬂis cabable of providing excellent
service at competitive rates. UPC's proposal clearly 1is
calculated to move UP closer to its apparent goal of becoming
the territorial dominant railroad in the Midwestern area.l/
Having failed to overcome MKT in the competitive arena, UP
now seeks to eliminate competition by submitting an applica-
tion to the Commission seeking approval to absorb MKT totally
into the UPC's wholly-owned subsidiary MPRR.

This conclusion is inevitable after exhaustive examina-
tion of the five volume/seven part control application
submitted to the Commission by UPC, UP, and MPRR, in associa-
tion with MKT and Katy Industries, 1Inc. Nowhere in this
voluminous material is there a satisfactory explanation of
why an industry giant such as UPC would spend upwards of
$500.0 million to acquire MKT, a smaller, but effective
competitor. UPC's application makes it clear that MKT vir-
tually will be liquidated through office, shop, and facility
closures, track abandonments, property sales, operations
discontinuances, and a wholesale discharge of employees. The
only motivation for such an enormous expenditure of funds is
to buy traffic and the associated revenues that such traffic
generates, since UPC, and its operating subsidiaries, clearly
failed to secure that traffic and revenues through competi-

tion in the marketplace.

1/ [Kansas, Missouri, Oklahoma, Texas



Even a curébry ekéminatién of Volume I of the control
application reveals that UP does not heed or want most of
MKT's equipment, Yards, terminals, shops, offices, and other
facilities, or its management, employees, and administrative
structure, Moreover, UP doesn't even want or need much of
MKT's trackage, since UP intends to abandon over 400 miles of
such trackage and relegate a substantial - portion of the
remainder to secondary or branch line status. Indeed, by
agreement with MKT, UP already has favorable trackage rights
over the 370 miles of the important trackage that UP actually
plans to utilize.

UPC's justifications for the decimation of MKT, and its
elimination as a competitor, is provided in Volume IITI via
the Statement of Jerry Davis, UP's Executive Vice President-
Operations. 1In that statement Mr. Davis declares that UP now
has a vested interest in those 370 main line miles over which
UP has trackage rights, and UP intends to protect that inter-
est by acquisition Qf MKT.

Thus, the crucial question before the Commission in
these proceedings is: Will the Commission allow a small, but
effective competitor to be eliminated by industry giant UPp
just so UP can obtain legal title to 370 miles of line which
UP already uses under eXtremely favorable trackage agreements
with MKT, when such.a course of action will result in the

immediate dismissal of nearly 1,200 employees, and substan-



tial suffering by themsélves and their families, and thou-

sands of others in the towns in which they live?

III.

IMPACT ON EMPLOYEES

Volume I of the control application lists all of the
employee positions that will be affected by ‘the consolidation
of MKT into UP's railroad operation. The initial imple-
mentation plan calls for the termination of 1,158 employees,
and the transfer of hundreds more from their present assign-
ments to major points on the UP system,z/ where UP has major
offices, shops, yvards, and other facilities,

If Commission approval of UPC's proposal 1is secured,
there will be a fairly rapid systemwide dismissal of MKT
employees across its system, affecting numerous individuals
at St. Louis, Missouri, Sedalia and Kansas City, Kansas, and
Dallas, Ft. Worth, Waco, Smithville, San Antonio, Houston,
and Galveston, Texas. However, most of the burden will fall
on MKT's two "company towns," Denison, Texas and Parsons,
Kansas, both of which were founded by MKT's builders, and
both of which have been major centers of company activity and

employment since the 1870's.

2/ Primarily Coffeyville (Kansas), Omaha (Nebraska), Little
Rock (Arkansas), St. Louis (Missouri), DeSoto (Missouri), and
Ft. Worth (Texas).
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Within a very short time after consummation of the
consolidation transaction, over 300 Jjobs will be abolished at
Parsons, and over 500" abolished at Denison. Eventually,
almost all djobs at Parsons and Denison will be eliminated,
leaving Denison with a feyw yard and clerical positions, and
Parsons with a few clerical positions and road jobs (engi-
heers, conductors, and trainmen). However, - there is a very
real possibility that a road train will switch the few
Denison area customers, leaving just an agent/operator posi-
tion, and also that the coal and piggyback trains that
presently are run via Parsons will be run instead via Coffey-
ville, leaving Parsons with a token local crew and a single
agent/operator.

The Association further is convinced that UP has no
intention of maintaining and operating MKT's Paola-Parsons-
Wagoner main line as a high-quality secondary line for any
substantial length of tinme after the consolidation takes
place, and eventually will relegate auch line to branch line
status, reaching_the G.R.D.A. coal burning power plant at
Pryor from a new connection on the far nofth side of Wagoner,
even though such action would add about 40 miles to the
Wyoming-Pryor coal train's route, Relocating the pProposed
daily Dallas-Kansas City piggyback trains and the coal trains
to the main line through Coffeyville woulg eliminate virtuy-

ally all jobs at Parsons.



The Associaéion's beliefs outlined above are supported
by the statements of Mr. Jefry Davis[ UP's ExXecutive Vice
President-Operations, before a public meeting at Parsons,
Kansas on October 29, 1986 (which statements were recorded
both by a court stenographer and video-tape). Mr. Davis
indicated clearly that UP could not afford to maintain two
closely-spaced parallel north-south main lines through Kansas
and Oklahoma, and that the MPRR's Paola~Coffeyville-Wagoner

line would be the favored line after consolidation of MKT and

UP.

Iv.

IMPACT ON COMPETITION

In its application, UPC claims that MKT really is not a
competitor ofVUP; and, for that matter, really not much of a
competitor of the Santa Fe, Southern Pacific, Burlington
Northern, and Kansas City Soutﬁern. The implication of UPC'sg
position is that MKT is a worn-out, somewhat primitive, back-
ward company, totally handicapped by a lack of modern tech-
nology, and living in the past; in effecf, just barely hold-
ing on in the day-to-day struggle with progressive rail
giants such as UP, which mega rail corporations are gifted
with the best of everything from super management to a super
physical plant.

In support of its position, UP relies on the data and
analysis in Volume III of the control application, Appendix

A, which is part of the submission by Richard J. Barber and
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Associates, UP's transportation consultants, with data inter-
pretation by Richard D. Sperof In this'supporting material,
there is a detailed accounting of traffic moving in hundreds
of traffic lanes for the ten major commodities that produce
approximately 80 percent of the commodity movements in the
traffic universe being analyzed. This constitutes all lanes
wherein MKT has any significant amount of traffic. The data
submitted by UP's own experts refutes two of its most
impoftant claims:

1. MKT is not an effective competitor generally.

2. MKT is not engaged with UP in a genuine
competitive struggle for volume and market
share.

In determining whether MKT is a major competitor of up,
it is of paramount importance to ascertain whether MKT (1) is
providing a substantial amount of service in the major
involved traffic lanes, and (2) competing successfully for
the transportation of commodities representing major revenue
opportunities, i.e., commodities moving in large volumes on a
multi-car shipment or unit-train basis (such as wheat and
feed grains), or valuable commodities moving at higher rates.
An examination of the data and analysis submitted by Barber
reveals that UP and MKT are the two most important competi-
tors in two of the most lucrative markets--wheat moving from
Salina, Kansas to the ports of Houston and Galveston, and
merchandise traffic moving by piggyback between St. Louis/-

Kansas City on the north and Dallas/Houston on the south,



In the expart whedt category, MKT is competing head-
to-head with uUPp. For example, between Salina and Houston/
Galveston, MKT has 41.3 percent of the traffic and UpP 42.0
percent, while in the Wichita-F¢t. Worth traffic lane, MKT is
transporting 42.6 percent of the traffic, while UP transports
53.3 percent. Moreover, there are instances where MKT is the
dominant competitor, such as in the Salina-Ft. Worth traffic
lane, where MKT transports 76.4 percent of the involved
traffic versus UP's miniscule 2.0 percent, and the Ft. Worth-
Houston/Galveston traffic lane, where MKT's market share is
19.8 percent and UP's is 0.6 percent. These figures indicate
that MKT competitively is a very adroit, as well as an effec-—
tive, competitor of UP. This data is of particular signifi-
cance when one considers the fact that the Ft. Worth-
Houston/Galveston traffic lane is a traffic lane where Up
operates over a shorter route than MKT (which is of consider-
able significance in connection with this relatively short-
haul traffic lane).

With regard to the higher revenue merchandise flows via
piggyback, there is still more evidence ﬁhat MKT and UP are
locked in a real competitive struggle in the marketplace.
This is of particular significance in connection with inter-
modal service where there is no inherent monopoly power
existing as in the carload rail system, wherein the rail
carrier with the 1line serving the shipper and/or receiver
directly has a very decided advantage because of car supply

and destination delivery scheduling.



In the secghd higﬁest ténnage traffic lane given for
piggyback flows, St. Louis-Dailas, UP's own data indicates
that MKT has 45.9 percent of the market, while UP has 41.6
percent, In the Kansas City to Dallas, Houston, and San
Antonio traffic lanes, MKT has 71.9, 64.8, and 69.4 percent
of the involved traffic, respectively, compared to UP's 4,9,
28.3, and 30.6 percent, respectively. As these amounts show,
UP is a poor competitor of MKT from Kansas City to ballas,
and only modest competitor into Houston and San Antonio from
Kansas City. While UpP characterizes these as being typical
exXxamples of how MKT and UP really don't compete in a given
market; it is apparent that MKT is an extremely effective
competitor of UP, based on UP's own data. It is further
undisputed that MKT as “an extremely effective competitor of
UP will be virtually eliminated if the instant applications

and petitions are granted by the Commission.

PRAYER

WHEREFORE, Katy Railroad Employees Association of
Parsons, Kansas, prays that the Commission deny the merger
application and related applications and petitions filedq in
these proceedings by UPC, UP, and MKT. In any event, the
Association prays that the Commission assign the nmerger
application and related applications and petitions for
hearing, allowing the Association the opportunity to pre-

sent evidence, receive all pleadings and correspondence,

-10-



and cross-examine witnesses

regarding the injury to be

suffered by employees of MKT and the public interest consid-

erations necessary to support findings regarding the merger

application and the related applications and petitions sought

by applicants and petitioner.

Of Counsel:

ROBINSON, FELTS, STARNES,
ANGENEND & MASHBURN

A PROFESSIONAL CORPORATION
1806 Rio Grande

P. O. Box 2207

Austin, Texas 78768-2207

Due Date: February 2, 1987

Dated: January 31, 1987

-11~

Respectfully submitted,

PHILLIP ROBINSON

PAUL D. ANGENEND

JOHN R. WHISENHUNT
Attorneys for

Katy Railroad Employees

Association of Parsons,
Kansas



CERTIFICATE OF SERVICE

I hereby certify that I have served a copy of the
foregoing Intervention and Comments of Katy Railroad
Employees Association of Parsons, Kansas, by Federal Express
to Noreta McGee, Secretary, Interstate Commerce Commission,
12th & Constitution, N.W., Washington, DC 20423, and the Rail
Section, Office of Proceedings, Room 2144, Interstate
Commerce Commission, 12th & Constitution, N.W., Washington,
DC 20423, and by First Class United States Mail, on all other
parties of record, as listed below.

At Austin, Texas, this 31lst day of January, 1987.

L fofown S

//ﬁohn R. Whisenhunt

United States Secretary Attorney General of the

of Transportation United States
Interstate Commerce Commission Department of Justice
12th & Constitution, N.W. 10th & Constitution Avenue
Washington, DC 20423 Washington, DC 20530
William J. McDonald Arthur M. Albin
Union Pacific Corporation Missouri-Kansas-Texas
345 Park Avenue Railroad Company
New York, New York 10154 701 Commerce Street-

Dallas, Texas 75202
James V. Dolan

Vice President - Law
Union Pacific Railroad
Missouri Pacific Railroad
1416 Dodge Street

Omaha, Nebraska 68179



KANSAS DEPARTMENT or TRANSPORTATION

DOCKING STATE OFFICE BUILDING — TOPEKA, KANSAS 66612—1568
(913) 296 — 3566

| HORACE B. EDWARDS, Secratary of Transportation MIKE HAYDEN, Governor

OFFICE OF CHIEF COUNSEL
February 16, 1987

EXPRESS MAIL

The Honorable Noreta R. McGee

Secretary

Interstate Commerce Commission

Room 2203

Twelfth Street and Constitution Avenue, N.W.
Washington, D.C. 20423 .

RE: Finance Docket Nos. 30800,
30800 (Sub-No. l) et al.

Dear Ms. McGee:

In response to the proposed schedule recommended by
Chief Administrative Judge Cross at the February 10, 1987
pre-hearing conference, we sent a telegram addressed to you
on February 16. A copy of the text of the telegram is enclosed
herein.

By this telegram, the Kansas Department of Transportation
has requested that the March 2, 1987 deadline for submitting
requests for protective conditions, and the March 17 deadline
for “"opposition to primary application", be extended until
June 8, 1987 at least insofar as state government parties are
concerned. The State of Kansas has a new Governor, Mike Hayden,
who took office on January 12, 1987. The Governor's designated
Secretary of Transportation, Horace B. Edwards, took office on
February 2, 1987. Decisions on actions to be taken with
regard to the proposed merger of the Union Pacific Corporation
and the Missouri-Kansas-Texas Railroad Company were necessarily
delayed until Secretary Edwards had an opportunity to be
briefed on the matter, which has occurred only within the past
ten days. :



In previous merger proceedings, (Finance Docket 30000 and
30400) the Kansas Department of Transportation has conducted
extensive studies to assess the impacts of the proposed mergers.
The State's positions on the proposed mergers have been premised
upon the results of such studies. The State has thus had the
opportunity, in determining its policy position, to consider a
substantial amount of the evidence filed in the proceedings by
various parties as well as its own independent analysis.

In Finance Docket 30400, the.,State's position statement
was filed concurrently with its evidence in the case, consisting
of a consultant's report detailing the results of the study he
had conducted. In the present case, such a procedure would
permit state governments to have until June 8, 1987 - the date
for filing evidence according to the proposed schedule - to
declare its position and to propose any protective conditions
that it may find to be needed. The effect of the proposed
schedule promulgated on February 10 would be to require
government parties -- if they wish to keep their options open
pending completion of ongoing studies -- to file statements of
opposition by March 17 ewven if the results of the studies may
ultimately be favorable to the merger proposal. Such a result
would not be in the best interests of any party.

We request that the comments herein be considered along
with our telegram, as this office did not receive notice of
the Administrative Law Judge's proposed schedule until today,
one day prior to the deadline for comments to be filed.

Very truly yours,
_‘:»,E,( Vf /‘: ? [: =
‘/M

OHN R. SCHEIRMAN
Staff Attorney
JRS :mc
Enclosure

cc: Hon. Paul S. Cross
All parties of record



KANSAS DEPARTMENT or TRANSPORTATION

DOCKING STATE OFFICE BUILDING — YOPEKA, KANSAS 66612—1568
(913) 296 — 3568

I HORACE B. EDWARDS, Secretary of Transportation MIKE HAYDEN, Governor

OFFICE OF CHIEF COUNSEL
February 16, 1987

a

SENT BY WESTERN UNION TELEGRAPH SERVICE, February 16, 1987
To be delivered within one-half hour of the start of business
on February 17, 1987.

TO: NORETA R. McGEE, SECRETARY
Interstate Commerce Commission
washington, D.C. 20423

FROM: OFFICE OF CHIEF COUNSEL
KANSAS DEPARTMENT OF TRANSPORTATION

RE: Finance Docket 30800 STOP Proposed Schedule STOP
We request schedule be modified as follows STOP
Dates for government parties to request protective
conditions or to oppose merger be extended from
March 2 and March 17 to June 8, 1987 STOP Purpose
for extension is that States positions on these
issues may depend on results of studies which
cannot be completed by March 17 STOP

JRS :mcC

cc: all parties of record by regular mail
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BEFORE _THE INTERSTATE COMMERCE COMMISSION

L]

Finance Docket No. 30800%

UNION PACIFIC CORPORATION, UNION
PACIFIC RAILROAD COMPANY AND
MISSOURI PACIFIC RAILROAD COMPANY
~— CONTROL -~
MISSOURI-KANSAS-TEXAS RAILROAD
COMPANY

INITIAL COMMENTS OF THE
STATE OF KANSAS

Name of Commenting Body:

The State of Kansas, as
represented by its
Secretary of Transportation

Service of all documents should be
made upon:

John R. Scheirman

Office of Chief Counsel

Docking State Office Building, 734-S
Topeka, Kansas 66612-1568

(913) 296-3831

Attorney for the Kansas
Department of Transportation

DATED: JANUARY 30, 1987

*Tncludes related subdockets

1
T
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I. INTRODUCTION

The Secretary of Transportation of the State of Kansas
is vested by statute with general authority to coordinate
the planning, development and operation of the various modes
of transportation within the state (K.S.A. 75-5001). The
Secretary's specific powers include the administration of
federal funds for the various modes and systems of
transportation (K.S.A. 75-5023)% éstablishment and
administration of the State Rail Plan, distribution of
federal funds for rail service continuation, maintenance of
programs of investigation, research, promotion; development
and public participation for such purposes (K.S.A. 75-5025);
and guaranteeing federal loans for the purchase and
rehabilitation of certain railroad facilities (K.S.A.
75-5029, 5030). The Secretary of Transportation is
presently representing the State of Kansas in the Finance
Docket No. 30400 et al., SANTA FE SOUTHERN PACIFIC
CORPORATION - CONTROL - SOUTHERN PACIFIC TRANSPORTATION
COMPANY. ' ' ’ ‘

The Interstate Commerce Commission's General Policy
Statement for Merger or Control of at least two Class I
Railroads, 49 CFR 1180.1, states in part as follows:

(h) Public Participation. To assure a fully
developed record on the impacts of a proposed
railroad consolidation, the Commission encourages
public participation from Federal, State, and local
governmental departments and agencies, affected
shippers and carriers, and other interested
persons.

In Finance Docket No. 30800, Governor Mike Hayden has
directed the Secretary of Transportation, acting through his
Office of Chief Counsel, to represent the State of Kansas as
an interested party.

The State Corporation Commission of the State of Kansas
(KCC) has indicated that it will file separate comments in
this proceeding. The KCC has experience and expertise in
the area of railroad line abandonments. Certain aban-
donments are proposed by applicants in conjunction with .
Finance Docket 30800.. The Kansas Department of Trans-
portation supports the KCC's request that the proposed
abandonments be considered in a separate proceeding. The
public interest issues relating to abandonment of railroad
lines. particularly as to local impacts, may tend not to
receive full consideration in a merger proceeding primarily
concerned with interstate and regional issues.



Abandonment-related issues can best be addressed in‘a
separate proceeding pursuant to 49 U.S.C. 10903(a)(2) and 49

C.F.R. 1152, et seq.
II. POSITION OF THE STATE OF KANSAS

Pursuant to 49 CFR 1180.4(d)(1)(iii)(C), the State of
Kansas hereby takes an undetermined position on Finance
Docket No. 30800 and related subdockets, while reserving the
right to amend its position at a later time to support or
oppose the applications, and to offer verified statements in
support of or opposition to these applications and any other
issues that may be raised in these proceedingsy

III. STATUS OF THE STATE OF KANSAS IN THE PROCEEDINGS

Pursuant to the Commission's Decision No. 8, served
December 16, 1986, the State of Kansas, as represented by
the Kansas Secretary of Transportation, hereby goes on
record as an active party in these proceedings.

¢

IV. INFORMATION SOUGHT TO BE DISCOVERED FROM APPLICANTS

The State of Kansas is particularly interested in
obtaining data which is specific to the merger's impacts
within the state, its impacts upon interstate traffic which
originates or terminates in the state, and its impacts upon
other rail carriers providing service to shippers within the
state. Information to be sought from the applicants by the
State of Kansas will be specified in a subsequent filing.

V. INITIAL LIST OF PROTECTIVE CONDITIONS SOUGHT

No protective conditions are sought at this time, but
the State of Kansas reserves the right to request protective
conditions, or to support such conditions as may be sought
by other parties, at a later time.

VI. ANALYSIS OF ISSUES THE COMMISSION MUST CONSIDER

(A) One procedural matter which the Commission should
initially consider is whether to grant the requests of
various state governmental parties to conduct a separate
proceeding on the issue of the rail line abandonments
proposed by applicants in conjunction with the proposed
merger. As discussed in Section I W herein, supra, the
Commission should grant the request for a separate
abandonment proceeding.



(B) The basic standards to be applied in determining
whether the proposed merger is in the public interest are
well-established as set forth in recent merger decisions
including Finance Docket No., 30400, et al., SANTA FE
SOUTHERN PACIFIC CORPORATION ~-- CONTROL -- SOUTHERN PACIFIC
TRANSPORTATION COMPANY, (Slip opinion at 12-14) and Finance
Docket No. 30000, UNION PACIFIC -- CONTROL -- MISSOURI
PACIFIC; WESTERN PACIFIC; 366 I.C.C. 459, 483-87. The
criteria to which the greatest weight should be given would
appear to be "the effect of the'proposed transaction on the
adequacy of transportation to the public," 49 U.S.C.
11344(b)(1)(A); and "whether the proposed transaction would
have an adverse impact on competition among rail carriers in
the affected region," 49 U.S.C. 11344(b)(1)(E).

In applying these criteria to this proposed transaction,
the Commission should consider whether the proposed
transaction would have a substantially adverse impact,
either on the competitive options available to shippers
presently served by UPC or MKT, or on the rates and terms of
such service. 'If it finds that substantially adverse °
impacts would occur, the Commission should then consider
whether the proposed merger would offer other public
benefits sufficient to outweigh the harm to the public
interest.

The State of Kansas has not yet determined how these
factors apply to the facts of this proposed transaction. 1In
general, it appears that the proposed merger would produce
some positive as well as some negative public impacts.
Competitive options available at some locations presently
served by both UPC and MKT would be reduced. Rail service
would be eliminated entirely on certain lines designated for
abandonment., Projected traffic reductions on other line
segments suggest the potential for additional abandonments
in the future. On the other hand, UPC and MKT shippers
would benefit from expanded single-system service
opportunities, and potentially could also benefit from the
pass-through of some of the financial savings achieved by
applicants through merger-related operating efficiencies.
Communities presently located on the MKT system,
particularly those served exclusively by MKT, may experience
enhanced economic development opportunities. Agricultural
producers and shippers could similarly benefit from a
strengthened MKT system as a result of acquisition by UPC.

The Commission should give particular consideration to
MKT's present and future financial condition. If the
alternative to merging with UPC is, for MKT, a progressive
deterioration of physical plant and competitive position,
the long term public impacts of such a development must be



considered. If indeed MKT will not be able to continue
providing the service it has in the past, the negative
impacts on competition and adequacy of transportation that
may result from denial of the proposed transaction must be
weighed against any negative impacts that would result from
denial of the merger. The State of Kansas has experienced
the bankruptcy and liquidation of the Chicago, Rock Island
and Pacific Railroad. The public interest would not be
served by permitting MKT to meet a similar fate. It remains
to be determined, in the course’of these proceedings, to
what extent that likelihood would be presented by a denial
of the proposed merger,

In assessing the impacts of the proposed transaction on
competition and adequacy of transportation, the State of
Kansas will also be concerned with any substantial adverse
impacts on the ability of railroads other than UPC and MKT
to continue providing service in Kansas.

(C) One additional aspect of the public interest which
should be considered by the Commission is the adverse
impacts which the merger may cause upon communities within
the UPC and MKT service regions. Socioeconomic impacts upon
communities, such as unemployment, employee relocation,
blight, urban decay and community disintegration, should be
included in the analysis of environmental impact pursuant to
the National Environmental Policy Act of 1969 (NEPA), 42
U.S.C. 4321 et seq. See Jackson County, Mo. v. Jones, 571
F.2d 1004 (1978) shiffler v. Schlesinger, 548 F.2d 96; City
of Rochester v. United States Postal Service, 541 F.2d4 967
(1976); Lake Erie Alliance v. United States Army Corps, 486
F.Supp. 707 (1980); Dalsis v. Hills, 424 F.Supp. 784 (1976).

Applicants propose to eliminate 271 job positions at
Parsons, Kansas. See Exhibit B, p. 5-6, Railroad Control
Application, Vol. 1, MP/KT-9 (Nov. 1986). MKT is presently,
and for many years has been a major employer at Parsons.

The Commission should consider the socioeconomic impacts of
the proposed action on the community of Parsons and the
surrounding region. In addition to the environmental impact
analysis pursuant to NEPA, this factor should also be
considered as one aspect of the broader public interest
standard, to determine whether the adverse impacts at
Parsons, Kansas would be offset by any long term benefits to
communities, or by any other public benefits of the proposed
merger See United States v. ICC, 396 U.S. 491, 24 L Ed.2d
700, 90 S.Ct. 708 (1970): Penn-Central and N&W Inclusion
cases, 389 U.S. 486, 19 L.E4d.2d 723, 88 S.Ct. 602.




The Commission should also determine whether the
benefits of the proposed merger may substantially be
achieved without the proposed closing of the shops and yards
at Parsons, or whether any practicable means are available
for mitigating the negative impacts of such actions.

CONCLUSION

The State of Kansas is one of four states in which rail
lines of both the Union Pacific’'Corporation (UPRR and MPRR)
and the Missouri-Kansas-Texas Railroad Company (including
its OKT subsidiary) operate. Kansas has been an active
participant in previous proceedings which have-helped to
shape the applicants' rail systems as they are today. The
State has a continuing interest in maintaining a financially
sound, efficient, competitive and adequate rail system to
serve the needs of agriculture, economic development, and
the communities within the State which depend upon rail
service. As the issues in this proceeding develop, the
State of Kansas will seek to determine how these public
interests would be affected by the proposed transactiorns.

Respectfully submitted,

OFFICE OF CHIEF COUNSEL
KANSAS DEPARTMENT OF
TRANSPORTATION

"—\‘«..\ . . —
Can2e@ Mo
By JOHN R. SCHEIRMAN
Staff Attorney
Kansas Dept. of Transportation
Docking State Office Building,

734-South
Topeka, Kansas 66612




CERTIFICATE OF SERVICE

I hereby certify that I have this day served by first
class mail, postage prepaid, a copy of the foregoing
comments of the State of Kansas on the United States
Secretary of Transportation, the Attorney General of the
United States, and the applicants' representatives as
follows:

ARTHUR M. ALBIN : .
MICHAEL E. ROPER

Missouri-Kansas-Texas Railroad Company
701 Commerce Street

Dallas, Texas 75202

(214) 651-6741

ROBERT N. KHARASCH

KATHLEEN MAHON

Galland, Kharasch, Morse

& Garfinkle, P.C.

1054 Thirty-first Street.N.W.
wWashington, D.C. 20070

(202) 342-5230

Attorneys for
Missouri-Kansas-Texas
Railroad Company

WILLIAM J. McDONALD

Union Pacific Corporation
345 Park Avenue

New York, New York 10154

JAMES V. DOLAN

PAUL A CONLEY, JR.

WILLIAM G. BARR

FORREST N. KRUTTER

LAWRENCE E. WZOREK

JOSEPH D. ANTHOFER

MARK A. KALAFUT

NANCY A. ROBERTS

Union Pacific Railroad Company
Missouri Pacific Railroad Company
1416 Dodge Street ’

Omaha. Nebraska 68179

(402) 271-5000

ALY



CHARLES A. MILLER

S. WILLIAM LIVINGSTON, JR.
JOANNE B. GROSSMAN

J. MICHAEL HEMMER

GREGG H. LEVY

ARVID E. ROACH II

RICHARD G. SLATTERY

Covington & Burling :
1201 Pennsylvania Ave., N.W. .
P.O. Box 7566

Washington, D.C. 20044

(202) 662-6000

Attorneys for Union Pacific Corporation,

Union Pacific Railroad Company and Missouri
Pacific Railroad Company

JOHN R) SCHEIRMAN

January 30, 1987



JoHN C. COZAD. Chairman
1700 Bryant Building
1102 Grand Avenue
Kansas City 64106

HELEN T. SCHNARE, Vice Chairman
3016 Bluffwood Drive
St. Charles 63301

WM. F. SCHIERHOLZ, Member
P.O. Box 31000
Des Peres 63131

C. R. JOHNSTON, Member
Springfield 65803

PatL L. EBAUGH, Viember
1553 Lexington
Cape Girardeau 63701

DON WALSWORTH, Member

306 North Kansas Avenue
Marceline 64658

January 28,

MISSOURI
HIGHWAY AND TRANSPORTATION COMMISSION

1987

The Honorable Noreta R. McGee

Secretary

Interstate Commerce Commission
12th Street and Constitution Avenue, N.W.

Washington,

D.C.

20423

RE: Finance Docket Nos. 30800, 30800

WAYNE MURI
Chief Engineer

RiCH TIEMEYER
Chief Counsel

WALTER F. VANDELICHT
Ass’t. Chief Engineer

MARI ANN WINTERS
Secretary

P.0. Box 270
Jefferson City, Missouri 65102
Telephone (314) 751-2551

(Sub-No. 1),

et al., Union Pacific Corporation, Union
Pacific Railroad Company and Missouri Pacific
Railroad Company - Control - Missouri-Kansas-

Texas Railroad Company

Dear Secretary McGee:

Enclosed for filing are an original and twenty (20) copies of the
Comments of the Missouri Highway and Transportation Department
(MHTD-1) pertaining to the above-captioned proceeding.

Please acknowledge receipt by date stamping and returning the
extra copy of this letter in the enclosed self-addressed stamped

envelope.

Sincerely yours,

Apra Mo

Wayne Muri

Chief Engineer

Enclosures

CcC: ICC -

Rail Section

Elizabeth Dole
Edwin Meese, III
William J. McDonald
James V. Dolan
Arthur M. Albin

Parties of Record on Service List of

February 10, 1987

ATEE
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MHTD-1

BEFORE THE

INTERSTATE COMMERCE COMMISSION

FINANCE DOCKET NOS, 30800, 30800 (Sub-No. 1) et al.

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

MISSOURI~-KANSAS~-TEXAS RAILROAD COMPANY

COMMENTS OF

MISSOURI HIGHWAY AND TRANSPORTATION DEPARTMENT

Wayne Muri, Chief Engineer
Missouri Highway and

Transportation Department
P.O0. Box 270

Jefferson City, Missouri 65102
(314) 751-4622

January 28, 1987




MHTD-1

BEFORE THE

INTERSTATE COMMERCE COMMISSION

FINANCE DOCKET NOS, 30800, 30800 (Sub-No., 1) et al.

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

MISSOURI-KANSAS~TEXAS RAILROAD COMPANY

COMMENTS OF

MISSOURI HIGHWAY AND TRANSPORTATION DEPARTMENT

My name is Wayne Muri, and I am Chief Engineer of the Missouri
Highway and Transportation Department (MHTD). MHTD is the state
agency responsible for both rail planning and programs in our
state. Part of our responsibility is to analyze any proposed
railroad merger, consolidation, or acquisition in the state in
order to determine its effect upon the citizens of this state.
The proposed merger of the Missouri-Kansas-Texas Railroad Company
(MKT) into the Missouri Pacific Railroad Company (MoPac) repre-
sents a major development in the restructuring of the midwestern
rail network and is therefore extremely vital to the interests of
Missouri.

Pursuant to our interests, we offer the following comments:

1. MHTD expresses no opposition to the proposed merger.



MHTD~-1

2. MHTD is opposed to the merger-related abandonment in
Missouri--the MKT line segment between Sedalia, MO and North
Clinton, MO, 37.7 miles. We request that this proposed line
abandonment be considered separately from the merger in order
to allow the communities and shippers affected additional
time in assessing the need for continued rail service.
Should this merger-related abandonment remain as part of the
merger application, we request that the MoPac provide con-
tinued rail service over this line for the next five years in
order tﬁat alternatives for the retention of rail service in
this area be established.

3. 1Inasmuch as the MKT has utilized Local Rail Service Assis-
tance funds in the state of Missouri on the line segment
between LaDue, MO and the MO/KS State Line (58.6 miles) for
rehabilitation/rail renewal projects, we ask that the ICC
impose a protective condition requiring the MoPac to abide by
the provisions of the contracts between the state of Missouri
and the MKT for the use of these funds.

From the information presented in the merger application, it

appears that the overall merger proposal will provide long-term

railil service and economic security and planning capabilities for
the indefinite future.

We intend to participate formally in these proceedings in order

to insure that both the public interest of the state is protected

and to further insure that such changes as proposed do not nega-

tively impact or affect essential rail services to the public



MHTD-1

need and necessity. We wish to be considered as a Party of
Record. A copy of this statement will be provided to all
"Parties of Record" upon publication of same by the ICC.

MHTD respectfully reserves, and to the extent necessary, requests
the right to submit, support or oppose specific protective condi-
tions following submission of all evidence in this proceeding.
Respectfully submitted,

Wayne Muri
Chief Engineer



MHTD-1

State of Missouri)
)
) ss
)
)

County of Cole

VERIFICATION

Wayne Muri, being first duly sworn on oath, deposes and
says that he has read the foregoing statement and knows the
contents hereof, and that the same are true to the best of his

knowledge, information and belief.

Wayne Muri !\

Subscribed and sworn to before me this cgé7¢z' day of January,

1987.

Notary Public
State of Missouri

NCTARY Fu
cuundY Oy

My Comrmssion Casirss Seot, 21, 1988




MHTD-1

CERTIFICATE OF SERVICE

I hereby certify that I have this $&§+A‘day of January, 1987,
served a copy of the foregoing statement by first-class mail,
postage prepaid, upon the Interstate Commerce Commission - Office
of the Secretary and Rail Section, Secretary of Transportation
Elizabeth Dole, Attorney General Edwin Meese III, Union Pacific
Corporation - William J. McDonald, Union Pacific Railroad - James
V. Dolan, Missouri-Kansas-Texas Railroad Company - Arthur M.
Albin, and will serve a copy to all "Parties of Record" as listed

on the service list to be issued by the ICC by February 10, 1987,

@SCWM., Moauns

Wayne Muri




TNOWA e Mdaes e e

BEFORE THE
INTERSTATE COMMERCE COMMISSION

Union Pacifiec Corporation, Union Pacific Railroad Company

and Missouri Pacific Railroad Company

-Control-~
.
Missouri-Kansas-Tékas Railroad Company

“ e

Finance Docket Nos. 30800 and 30800
(Sub-Nos.1-5); Decision No. 8

WRITTEN COMMENTS OF THE
RAILROAD COMMISSION OF TEXAS

Michael A. James
Acting Director
Transportation Division

Mark E. Foster
Attorney for Respondent
Railroad Commission of Texes
1701 North Congress Avenue
William B. Travis Building
P. O. Drawer 12967, Capitol Station
Austin, Texas 78711
(512) 463-7315

Dated: January 30, 1987



Comes now the Railroad Commission of Texas (RCT) and files

these written comments before the Interstate Commerce Commission
(ICC or Commission) pursuant to the Notice issued at 51 Fed. Reg.
45190 wherein the ICC announced it had accepted for filing the
application for Union Pacific Corporation, Union Pacific Railroad
Company and Missouri Pacifiec Railroad Company to control
Missouri-Kansas-Texas Railroad Company and related applications.
The RCT files these written comments pursuant to the Notice and

49 C.F.R. §1180.4(d) (1). and shows the following:

£
" i
"

I. DOCKET NUMBER AND TITLE

Union Pacific Corporation, Union Pacific Railroad Companyv and
Missouri Pacific Railroad Company |
-Control-
Missouri-Kansas-Texas Railroad Company
Finance Docket Nos. 30800 and

30800 (Sub-Nos. 1-5); Decision No. 8

IT. COMMENTING PARTY

A, Name and Address:

Railroad Commission of Texas

Mailing Address: Location:

P. 0. Drawer 12967 ' Ijldl North Congress
Capitol Station William B. Travis Bldg.
Austin, Texas 78711 Austin, Texas 78701

(512) 463-7315
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B. Representative: Mark E. Foster, Attorney

C. Capacity: The RCT is the state administrative agency
which regulates railroads within the State of Texas pursuant to
TEX. REV. CIV. STAT. ANN., art. 6444 et seq. The RCT is also the
state agency designated by the Governor of Texas responsible for
the rail planning program established in accordance with the
Railroad Revitalization and Regulatory Reform Act of 1976 (P.L.

94-210) and the Local Rail Service Assistance Act of 1978 (P.L.
95-607).

III. 'POSITION
As authorized by 49 C.F.R. §1180.4(d)(1)(iii)(c) the

position of the Railroad Commission of Texas is undetermined.

IV. PARTICIPATION

The Railroad Commission of Texas intends to participate
formally in the above-referenced: proceeding by filing written
comments at this time and by participating in the evidentiary

hearings to be held at a later date.

V. INFORMATION REQUESTED FROM APPLICANTS

A. Provide the RCT with information stating the effect of
the involved merger on the Denton subdivision which runs between
Denton, Texas and Deny yard in Dallas, Texas.

B. Provide the RCT with answers to the questions on the

attached Appendix A.
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VI. INITIAL PROTECTIVE CONDITIONS

A. Ensure that local Texas commodities including the
cities of Denison, Waco, and Garland, will not be adversely
affected as a result of the proposed merger.

B. Ensure that the effects of the merger to Texas shippers
and other rail carriers are not anti-competitive.

C. Ensure that Texas branch lines are not abandoned in
this proceeding.

D. Ensure that ,6adequate safety measures are taken to
protect the public. e

E. Ensure that no adverse environmental impacts will

result from increased rail traffic over line segments,

VII. ANALYSIS OF ISSUES

At 49 C.F.R. §1180.1(a), the Interstate Commerce Commission
declared that it encourages private industry initiative that
leads to the rationalization of the nation's rail facilities and
reduction of its excess capacity. One means of accomplishing
these ends is rail consolidation. The ICC further stated that it
does not favor consolidations that substantially reduce the
transportation alternatives available to shippers unless there
are substantial, demonstrable benefits from the transaction that
cannot be achieved in a less anti-competitive fashion.

The Commission should be guided by the rail transportation
policies set out at 49 U.S.C. §1010la, including:

(4) to ensure the development and continuation of a

- sound rail .transportation system with effective
competition among rail carriers and with other modes,

to meet the needs of the public and the national
defense;
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(5) to foster sound economic conditions in
transportation and to ensure effective competition and
coordination between rail carriers and other modes ;
(12) to éncourage fair wages and safe and suitable
working conditions in the railroad industry; and

(13) to prohibit predatory pricing and Practices, to
avoid undue concentrations of market power and to
prohibit unlawful discrimination,

A rail carrier's statutory duties run not to shippers alone,

but to the public. Akron, Canton §& Youngstown R. Co. v. I.C.C.,

611 F.2d 1162, cert. den'd 449 U.s. 830. At 49 C(C.F.R.
§1180.1(c), the Commission established regulations that define
the procedure the Commission will use in determining whether a
transaction is in the public interest. The regulations declare
that the ICC will use a balancing test, weighing the potential
benefits to the applicants and the public against the potential
harm to the public. The potential harm that the proposed merger
could cause to the public, especially 1local communities with
substantial ties to the M-K-T Railroad, should be ascertained and
scrutinized to determine if the proposal would, in fact, be in

the public's interest,
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VIII. PRAYER

Wherefore, the Railroad Commission of Texas prays:

1. That it be admitted as a party of record to this

proceeding,
2. That it be provided the discovery requested herein, and
3. That the requested protective conditions be granted.

Respectfully submitted,

P d E Frree

Mark E. Foster

Attorney for Respondent

Railroad Commission of Texas

P.0. Drawer 12967-Capitol Station
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APPENDIX A

Discovery Questions

Are the applicents fully aware of the maintenance and
contingent interest requirements of the FRA-funded,
state-administered 803 grant rehabilitation programs in
which the MKT has participated?

If the UP acquisition of the MKT is denied, what provisions
has the MKT made to repay the $11.6 million loan obtained
from the Missouri Pacific Railroad Company?

[
Ty
v

For each location or track segment where the UP has trackage
rights over the MKT or where the MKT has trackage rights
over the UP provide the terms of reimbursement which the
tenant gives to the owner.

For each ‘location or track segment where the UP has
performed track improvements to MKT track, what are the
terms of the MKT's reimbursement to the UP?

Provide a list of the one hundred biggest shippers on the
MKT system and for each shipper provide the types of
commodities shipped or received and the total number of
carloads of each commodity type.

In Spero's comments at page 14, he states that, in 1983, 827
of all crushed stone shipments in Texas moved by truck. In

1985, that percentage amounted to 867. Provide the length

of haul distribution wvia truck and via rail.
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BEFORE THE
INTERSTATE COMMERCE COMMISSION

Finance Docket Nos. 30400, gﬁ all

SANTA FE SOUTHERN PACIFIC CORPORATION
~-~CONTROL -~
SOUTHERN PACIFIC TRANSPORTATION COMPANY ;
--MERGER--
THE ATCHISON, TOPEKA AND SANTA FE RAILWAY COMPANY
AND SOUTHERN PACIFIC TRANSPORTATION COMPANY

RAILROAD COMMISSION, STATE OF TEXAS STATEMENT
IN SUPPORT OF 'OPENING THE RECORD

The Railroad Commission of Texas (RCT) is on record in this
proceeding in support of the primary applications subject to the
ICC granting certain protective conditions which would mitigate
anti-competitive and public safety concerns. Since the ICC
decided on October 10, 1986, to deny the primary applications,
the SFSP has negotiated agreements aimed at reducing the
anti-competitive effects of the proposed merger.

The RCT requests that the ICC re-open - the proceedings in
order to evaluate the agreements and to determine the effects of
those agreements on the merger's anti-competitive éspects. The
RCT believes that re-opening the proceedings at this time would

clearly serve the public interest.

Respectfully Submitted,

Jltad E Fnln

Mark Foster

Attorney for Respondent
Railroad Commission of ‘Texas
P. 0. Drawer 12967

Capitol Station

Austin, Texas 78711

LI IRY

RO U NS SO T T PR R PO s P P . - : Beomn T -l



CERTIFICATION OF SERVICE

7

c.,éﬂu«
I hereby certify that on this 3/?( day of Januégéj 1987, -
I have served by first class mail, postage prepaid, upon all

parties of record in this proceeding, a copy of the foregoing
Statement in Support of Reopening the Record.

Dads EInEA

Mark Foster




" RAILROAD COMMISSION OF TEXAS
TRANSPORTATION DIVISION
MACK WALLACE, Chairman

JAMES E. (JIM) NUGENT, Commissioner
JOHN SHARP, Commissioner

MICHAEL A. JAMES
Acting Director

1701 N. CONGRESS CAPITOL STATION — P. O. DRAWER 12967 AUSTIN, TEXAS 78711-2967

February 5, 1987

Ms. Noreta R. McGee, Secretary
Case Control Branch .
Interstate Commerce Commission
12th and Constitution Avenue, N.W.
Washington, D.C. 20423

RE: Finance Docket Nos. 30800 and 30800
(Sub-Nos. 1-5); Decision No. 8

Dear Ms. McGee:

An error had been found in the Written Comments of the Railroad
Commission of Texas submitted by cover letter dated January 30,
1987. On page four, Condition A, the word "commodities" should
have been "communities." I enclose the original and 20 copies of
a revised page four which I ask to be substituted for the
erroneous page in the original filing.

Your cooperation and courtesy is greatly appreciated.

Very truly yours,

7%6&%1 = g’&‘)ﬁ:\/

Mark E. Foster

MEF/fhb

Enclosures

cc: Rail Section, ICC
William J. McDonald
James V. Dolan
Arthur M. Albin

An Equal Opportunity Employer
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VI. INITIAL PROTECTIVE CONDITIONS

A, Ensure that local Texas communities including the
cities of Denison, Waco, and Garland, will not be adversely
affected as a result of the proposed merger.

B. Ensure that the effects of the merger to Texas shippers
and other rail carriers are not anti-competitive,

C. Ensure that Texas branch lines are not abandoned in
this proceeding.

D. Ensure that adequate\ safety measures are taken to
protect the public. i

E. Ensure that no adverse environmental impacts will

result from increased rail traffic over line segments.

' VII. ANALYSIS OF ISSUES

'At 49 C.F.R. §1180.1(a), the Interstate Commerce Commission
declared that it encourages private industry initiative that
leads to the rationalization of the nation's rail facilities and
reduction of its excess capacity. One means of accomplishing
these ends is rail consolidation. The ICC further stated that it
does mnot favor consolidations that substantially reduce the
transportation alternatives available to shippers unless there
are substantial, demonstrable benefits from the transaction that
cannot be achieved in a less anti-competitive fashion.

The Commission should be guided by the rail transportation
policies set out at 49 U.S.C. §1010la, including:

(4) to ensure the development and continuation of a

sound rail transportation system with effective

competition among rail carriers and with other modes,

to meet the needs of the public and the national

defense;
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Before the
INTERSTATE COMMERCE COMMISSION

Washington, D.C.

20423

Finance Docket No. 30800

UNION PACIFIC CORP., AND UNION PACIFIC RAILROAD
CO. AND
MISSOURI PACIFIC RATLRCAD CO., ~- CONTROL, MISSOURI -
KANSAS - TEXAS RATILROAD CO.,

Finance Docket No. 30800 (Sub-No. 1)

NOTICE OF EXEMPT TRANSACTION TO MERGE
OKLAHOMA, KANSAS and TEXAS RATLROAD COMPANY INTO MISSOURI-KANSAS-TEXAS
RATLROAD COMPANY

COMMENTS OF

STATE OF OKLAHOMA
DEPARTMENT OF TRANSPORTATION
AND -
OKLAHOMA CORPORATION COMMISSION

OKLAHQMA CORPORATION COMMISSION

James B. Townsend, Chairman
Oklahoma Corporation Commission
Jim Thorpe Office Building
Oklahoma City, Oklahoma
(405) 521-2264

73105

James W. Bolt, Deputy General Counsel
Oklahoma Corporation Commission

Jim Thorpe Office Building
Oklshoma City, Oklahoma 73105
(405) 521-2255

Dated:
Due Date:

January 30, 1987
February 1, 1987

OKLAHCOMA DEPARTMENT OF TRANSPORTATION

V. 0. Bradley, Director

Oklahoma Department of Transportation
200 N.E. 2lst Street
Oklahoma City, Oklahoma
(405) 521-2631

73105

OF COUNSEL:

William P. Quinn, Esquire
Rubin, Quirm, Moss

1800 Perm Mutual Tower
510 Walnut Street

Philadelphia, Pennsylvania 19106
(215) 925-8300
-
pT T %
Ty U
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Before the
INTERSTATE COMMERCE COMMISSION
Washington, D.C. 20423

Finance Docket No. 30800

UNION PACIFIC CORP., AND UNION PACIFIC RATLROAD
CO. AND
MISSOURI PACIFIC RATLROAD CO., -- CONTROL, MISSOURI -
KANSAS - TEXAS RATLROAD CO.,

Finance Docket No. 30800 (Sub-No. 1)

NOTICE OF EXEMPT TRANSACTION TO MERGE
OKLAHOMA, KANSAS and TEXAS RATLROAD COMPANY INTO MISSOURI-KANSAS-TEXAS
RATI.ROAD COMPANY

COVMENTS OF

STATE OF OKLAHOMA
DEPARTMENT OF TRANSPORTATION
AND
OKLAHOMA CORPORATION COMMISSION

Name and Address of Commenting Party:

Oklahoma Department of Transportation Oklahoma Corporation Commission
200 N.E. 21st Street 460 Jim Thorpe Office Building
Oklahoma City, Oklahoma 73105 Oklahoma City, Oklahoma 73105

Name and Address of Representatives Upon Whom Service Should be Made:

V. 0. Bradley, Director James B. Townsend, Chairman
Oklahoma Department of Transportation Oklahoma Corporation Commission
200 N.E. 2lst Street 460 Jim Thorpe Building

Oklahoma City, Oklahoma 73105 Oklahoma City, Oklahoma 73105
(405) 521-2631 (405) 521-2264

Gordon H. Fay William P. Quinn, Esquire
President Rubin, Quirn, Moss

Gordon Fay Associates, Inc. 1800 Pern Mutual Tower

420 Bedford Street 510 Walnut Street

Lexington, Massachusetts 02173 Philadelphia, Pennsylvania 19106

(617) 861-6480 (215) 925-8300



The following constitutes the combined written comments of the Oklahoma Corpo-
ration Commission (''OCC') and the Oklahoma Department of Transportation
(""ODOT"), both agencies of the State of Oklahoma. OCC is vested by the Con-
stitution of the State of Oklahoma, as well as by statutory law, as having
original jurisdiction on all regulatory railroad matters in this State. ODOT
has been designated by the Governor of Oklahoma as the single non-regulatory

agency to deal with rail issues in the public interest.

The State of Oklahoma (at times herein, the ''State' or '"Oklahoma'') desires to
become a party to and participate in this proceeding and therefore files the
following comments in accordance with the Commission's decision herein served

December 12, 1986.

The State's position in this proceeding is undetermined at this time; however,
the State may be inclined to support the control and other authority requested
by Applicants subject to the development of é record which is sufficient to
assure the State that the benefits of the proposed control outweigh any nega-

tive impacts.

As the following facts disclose, the State has a substantial interest in the
proposed transaction which derives from the extensive mileage operated by

Applicants in Oklahoma and the major financial and other support provided by
the State to facilitate the continued operation of one of the most important

line segments operated by MKT.



(1)

(2)

The Applicants, Union Pacific Corporation (''UP'"), Missouri Pacific Rail-
road Company ('MP') and Missouri-Kansas-Texas Railroad Company ('MKT'')
and MKT's subsidiary, Oklahoma-Kansas-Texas Railroad Company (''OKT'"),
operate 1,369 miles of railroad in the State of Oklahoma, which repre-
sents about one-third of the total rail miles in the State. The rail
lines operated by the Applicants serve substantial portions of the State.
The two principal North-South main lines of the Applicants' lines located
respectively east and west of Oklahoma City form a large 'H'" when con-
nected with MKT's route between the two routes via Oklahoma City. Appli-
cants propose:

(a) the largest single abandorment related to the merger within the State
of Oklahoma.

(b) significant reductions in employment within the State and immediate
tributary areas in Kansas and Texas, and

(c) more merger related reverue gains from traffic associated with the
comerce of Oklahoma than from any other state served by the Appli-
cants.

Since the demise of the Chicago Rock Isiand and Pacific Railroad Company

(Rock Island), Oklahoma has invested $35.4 million in public funds in a

concerted effort to maintain a viable railroad system within the State.

The largest single benefactor of the State's financial outlays has been

the MKT and its subsidiary, OKT. These funds were expended to preserve

and strengthen OKT's rail operations and thereby to provide public bene-
fits. Specifically, the State purchased from the Rock Island, for lease
and operation by OKT, the properties which now form the 350.9 mile Okla-
homa portion of the OKT system and cooperated with MKT in the formation

of its OKT subsidiary; and supported the formation of, and worked closely

with, the related shipper group that provided OKT with working capital.

-2-



(3)

In addition, the State has purchased from MKT its 61.0 mile Burkburnett,
Texas to Altus, Oklahoma branch line and has rehabilitated the line for
continued operation by MKT under lease from the State. Most recently,
the State has acquired the 69.6 mile former Rock Island line between
McAlester and Howe, Oklahoma, for lease and operation by MKT. As a
result of these various lease agreements, the MKT/OKT operates 481.5

miles of State owned railroad properties.

On October 4, 1982, the State entered into a lease-purchase and operating
agreement with OKT for the leasing and eventual purchase by OKT of 350.9
miles of rail line formerly owned and operated by the Rock Island. Under
the terms of the Agreement, the OKT agreed to pay the State rent over
thirty (30) years. Subject to payment of all aggregate rental, the State
has agreed to sell to OKT the properties leased. OKT agreed to rehabili-
tate and maintain the railroad in accordance with the terms of the Agree-
ment. In addition to purchasing the Rock Island properties and leasing
them to OKT, the State has also expended substantial sums for the upgrad-

ing and maintenance of the OKT properties.

State believes that the rental and purchase terms accorded OKT are at a
level significantly below that which would be justified in light of the
benefits derived by OKT. State was nevertheless willing to accord these
terms to OKT in view of its status as a newly acquired subsidiary of MKT,

a railroad then in marginal financial condition.



(4)

(3)

As a result of this purchase and rehabilitation investment, the State is
the owner of a critically important portion of the Applicants' proposed
rail system; therefore, tﬁe State will seek assurances that its financial
interests and public investment objectives in supporting continued opera-
tion of OKT will be met by Applicants should the application be approved
by the Commission. Although the State does not have more specific pro-
tective conditions to propose at this time to provide such assurances,
the State may propose such conditions at the time for filing final pro-

posed protective conditions.

The application indicates the OKT route structure, of which the 350.9
mile Oklahoma portion is owned by the State of Oklahoma, is of critical
importance to the merged system. Ah analysis of the traffic density
changes on the lines of the Applicants reveals that virtually all large
changes in ton-miles proposed will occur on the OKT. The main line of
the OKT between Wichita, Kansas and Chiéo, Texas via Enid and El Reno
Oklahoma, will have its ton-miles per mile increased an average of 110
percent (110%) over the base year 1985. While this 325 mile route seg-
ment will not carry the magnitude of gross tons per mile as the MKT/UP
line combination through eastern Oklahoma, it does represent a signifi-
cant improvement for the State in the utilization of its properties.
Moreover, the Applicants express the intent to extend the length of six

passing tracks within Oklahoma to improve the capacity of the line.

The Applicants plan substantial service changes affecting customers in

Oklahoma, the majority of which represent improvements to the shipping
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(6)

(7)

(8)

public. Specifically, the Applicants intend to improve the service to
Oklahoma City and along the OKT route structure. The specific service
changes will be enhanced by increased single line service opportunities

through the expanded route system of the Applicants.

The Applicants intend to make substantial capital expenditures within the
State, upgrading specifically the MKT main line between Muskogee' and
Durant, a proposed expenditure of $36.4 million, and make other capital
improvements to consolidate the main line routes of MKT and UP between

the Kansas and Texas borders via McAlester, Oklahoma.

In 1982, Oklahoma purchased from the Missouri-Kansas-Texas Railroad its
line between the Texas-Oklahoma border near Burkburnett, Texas and Altus,
Oklahoma, a distance of sixty-one (61) miles. At significant cost, the
State subsequently rehabilitated the liﬁe and leased it to the MKT for
operation. MKT now operates the line without subsidy under a thirty (30)
vear term agreement dated March 31, 1982. The assignment of this agree-

ment by MKT to UP may require the prior written consent of the State.

On May 29, 1986, the State entered into a Track Lease and Operating
Agreement with MKT which permits MKT to operate between McAlester and
Howe, Oklahoma (69.6 miles) over State owned railroad properties formerly
owned by the Rock Island. This Agreement provides MKT with an option to
purchase the line upon payment of an agreed price with rent applying in

full towards the purchase price. MKT is required to undertake certain

-5-



(9)

(10)

track rehabilitation projects to be paid for through a forgiveness of
rent by the State up to a stipulated amount. This line of railroad gives
MKT a direct cormection with the Kansas City Southern at Howe, Oklahoma.
Because the Applicants' operating plan is silent as to their plans rela-
tive to this line, the State may seek protective conditions to assure the

terms of the Lease and Operating Agreement will be fulfilled by the

Applicants after merger.

The Applicants propose system wide job impacts of $37.5 million in elimi-
nated wages affecting 1,158 positions. Another 571 positions will be
transferred. While the number of positions eliminated in Oklahoma is
only 4.67% of the total, 227 of the job transfers will occur within the
State. The State will be undertaking an evaluation of these impacts at
the local level as several of the affected commmities have small employ-
ment bases currently affected by the economic and job dislocations caused
by the decline in agricultural and petroleum related activities. Some of
these locations are in areas of significant expenditures by the State in
rail properties and line rehabilitation investments. Oklahoma will state

its position related to employment issues during the proceeding.

The single largest merger related line abandorment proposed by the Appli-
cants lies entirely within Oklahoma. The Applicants propose to abandon
the present UP (formerly Missouri Pacific) main line between Muskogee and
Durant, Oklahoma, a distance of 169.4 miles. State has not had an oppor-
tunity to review the effects of this abandorment, but expects that all

abandorments will be subject to separate proceedings. The State's
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position related to this abandorment will be made known when all the

facts are developed.

For the foregoing reasons, the State of Oklahoma intends to participate in
this proceeding and requests that it be added to the service list as a party

to the proceeding.

Respectfully submitted,

OKLAHOMA DEPARTMENT OF TRANSPORTATION OKLAHOMA CORPORATION COMMISSION

Director / irman 0




CERTIFICATE OF SERVICE

I, William P. Quinn, do hereby certify that on this day
I have served a copy of the foregoing Comments of State of
Oklahoma Department of Transportation by first class mail

upon the following:

U.S. Department of Transportation
Docket Clerk, Office of Chief Counsel
Federal Railroad Administration

Room 5101

400 7th Street, S.W.

Washington, DC 20590

Attorney General of the United States
Constitution Avenue and 10th Street, N.W.
Washington, DC 20530

Rail Section

Interstate Commerce Commission
12th & Constitution Avenues
Washington, DC 20423

William J. McDonald

Union Pacific Corporation
345 Park Avenue

New York, NY 10154

James V. Dolan, Vice President-Law
Union Pacific Railroad

Missouri Pacific Railroad

1416 Dodge Street

Omaha, NE 68179

Arthur M. Albin

Missouri-Kansas-Texas Railroad Company
701 Commerce Street

Dallas, TX 75202

This 30th day of January, 1987. /A

/////’ //11 v

WYLLIAM p QUIRN

RUBIN, QUINN & MOSS
1800 Penn Mutual Tower
510 Walnut Street
Philadelphia, PA 19106
(215) 925-8300
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- _ - LCRA MAY BUY SHARE OF MINE TO SETTLE LAWSUIT no

e e . - - L

The LOWER COLORADQ RIVER AUTHORITY, Austin, TX, has authorized'thé sale
of $167 million in bonds to pay for a 40% share of a Wyoming mine as a means

~of settling a $1 billion lawsuit.

The suit involves LCRA and DECKER COAL CO., Omaha. LCRA and the City of
Austin signed a contract with Decker in 1974 to buy 2 million_t/y of coal
until 2003 from Decker's mine complex in Big Horn County, MT, . .

The coal, purchased for the Fayette Power Project, La Grange, TX,
originally cost $11/ton. When the price rose in 1985 to_ $30/ton--$25/ton
more than coal that could be bought on the spot market--Austin and LCRA
cancelled the contract on the grounds of coal overcharges.

Decker called for resumption of the contract or $1 billion in damages. A

et a trial date for January 1987. "

However, over the past several months LCRA has been involved in -
settlement talks with Decker's parent companies, NERCO and PETER
KIEWIT SONS. : : . R

Those talks resulted in a deal which would have LCRA purchase a 40%
stake in Nerco's new Antelope mine, Converse County, WY. Nerco would mine
the coal for use at Fayette and would share the profits with Kiewit, Austin,
and LCRA. Further, as a Wyoming mine, Antelope is not subject to Montana's
30% coal severance tax.

An LCRA spokesman said the utility is evaluating the mine property.

pd

"years‘beginning in 1990.. - $/ !

)/ LCRA STUDIES CHEAPER RAIL ROUTE FOR FAYETTE

The LOWER COLORADO RIVER AUTHORITY, Austin, TX, has hired BECHTEL CIVIL,
an engineering firm, to determine if there is a cheaper way to deliver coal
to the Fayette Power Project than by the MISSOURI KANSAS TEXAS RAILROAD.

The plans are part of LCRA's decision to create competition between fuel
suppliers and deliverers. . |

Bechtel will provide both a cost estimate and a possible route for a spur
line to Fayette from rails owned by the SOUTHERN PACIFIC RATLROAD. The City
of Austin, LCRA's partner in the Fayette Power Project, will bear half the
cost ‘of the $95,000 study. T :

At present, MKT has the only lines running to the two Fayette plants east
of La Grange, TX. The lines carry about four million t/y of coal to Fayette.

MKT's contract for deliveries to Fayette ends in March 1987. LCRA
reported that transportation costs for coal delivered by rail from Wyoming
and Montana account for 80% of the fuel's total cost.

Y - . - i . e .- . A ; = * e

. ENGINEERING BEGINS ON THOUSAND SPRINGS

;’ ’. ;,‘ . » -~ ,', r 2 j‘;j 1; o - ; - -

Preliminary' environmental permitting and engineering have begun for
SIERRA PACIFIC RESOURCES'.2,000-MW energy park proposed for Elko County, NV
(WC 554, 6/3/86).: - - i 4+ . I S A

The /$4 billion park, .called Thousand Springs, will consist eventually of
four 250-MW, coal-fired units, - Power from the project will be sold
wholesale/"to western utilities. S S S e - s :

However, a spokesman for the Reno, NV, utility said no generating units
will:/bé /built until contracts have been signed with the utilities that will
purchasé the power./ ; . . - A R :

By mid-1988, he said, the company expects to have final word on permit-
ting’ and approvals. Sierra hopes to begin constructing one unit every two

/ e 1,!’ s - : .
. The project is expected to consume six million t/y of coal when it
reaches full capacity. . A company official said earlier that the coal would
probably come from Utah and Wyoming. . R L , ;'15?7_77
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MARKET \REPORT - Continued from Page 1

'

\\ér \\ 3 \\AN ] : '

he B d of Directors of the S MIGUEL POWER ASSOCIATION, Christine,
TX, Yhas voted to cancel a contract w&th COLORADO-UTE ELECTRIC\ASSOCIATION
INC.)\yontrdEe, co, and retain coal laads norg;uii Nucia, CO.

In what 1t\bon516eréﬁ a move tQ ensﬁbe its ture al supply, lorado-’

Ute purdhased the 200 acres of lani and coal leasas from SMPA for $1%65,000

“\in 1984 WWC 443, ¥/19/84).\ Colorado Ute afficialsisaid the coal woulq be
burned in\a cxrculatlng fluldlzed be combustlon boiler planned for it
Nucla generatlng station.

ANpew appraisal bf\SMPA imates 79 ,499 tons of recoverakle coal on
the lands and\evaluates the property at $218,000, $53,000 more than the 198%
sale price. A\SMPA spokesman said the association would ‘be foolish to sell
the coa&\ai the\older price.

The co is sdhleased to PEABODY COAL CO.3\ St. Louis, whi has operated
the Nucla mine thene. The mine was closed in 1983 when its only customer,
the Nucla power plant, was shut down ‘for the conversi

plant is expected to begin producing electrxcxt in the fall of 1987,
burning. about BO 000 y of coal. Thé\cld plant urned around 60

000 t/y
from the\jjjfa mine. \\\\\\ \\\\\ ‘\\\\\
x\ \

A spokesman for COLOWYO COAL CO.,\Meeker has denied a rumor that the
mg\\y may sign a separate 10 r coal contract with CENTRAL POWER &
LIGHT Corpus Thristi, TX.
The company~currently~supp11es the utility's Coleto Creek station with-
about \1.5 millioim~t/y under a contract that expires in 1994.\
A Cotorado newspaper reported recently that the company ma}y _soon sign a
ontract that would:call for approximately 1 million t/y of coal to be
delivered to Coleto ‘Creek. \ \\}k
Although new comtract is in the w s, the\spokesman said GBolowyo is
di cussxng widh CP&L the: possibility of extendzng‘the present contPact and
changing the volume of coal.
(CP&L announced recently\that it is planning to make a spot™purchase of
ZOO»QOO 350,000 tans of coal: for Coletq,Creek C 543,\3/18/86)\
Reported delivered costs in December to Colety Creek\were 283\i¢/MBtu
($60.20/ton) for 125,000 tons of 10,633 Btu/lb., 0.37% swlfur and>5% ash
coal from Colowyoc. ™

1 : !A;RA TO STUDY FEASIBILITY OF RAIL SPUR

/ The LOWER COLORADO RIVER AUTHORITY, Austin, TX, plans to do a feaSbellty
[ study on the construction of a rail spur into its Fayette #1 and #2 power
stations.

The LCRA currently takes about 4 million t/y of coal from Wyoming's
Powder River Basin over the MISSOURI-KANSAS-TEXAS, the only direct rail line
into the Fayette plant. LCRA officials hope that the proposed spur might

\ lower the cost of transporting the fuel by -‘allowing access to the plant by

|  competitors.
i The closest line to the Fayette plant that could compete with the MKT 1s
' owned by SOUTHERN PACIFIC, according to LCRA officials.
While the LCRA has another year to go on its contract with MKT, agency

! officials say they are disappointed with the continued high cost of ’
-, transporting coal from the west to central Texas.

/ Fayette currently receives coal under contracts with CARTER MINING Co.

|  from its Rawhide mine, Campbell County, WY, and ANACONDA MINERALS from its

Black Thunder mine, Campbell County, WY.
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NEW MEXICO OFFICIALS QUESTION BLM ‘;;‘,.“;gl nie/ds

ON VALUE OF COAL LAND FOR EXCHANGE ;i 5 f- .0

ew Mexico Gov. Toney Anaya is asking thc fcdcral B cau of
md Management to rework its figures on ‘the valuc an ex-
ange of 145-million tons of fcdcral coal for pnvate al lands
ned by Cerrillos Land Co.© .- . ST - A S L
. While praising BLM’s proposed land exehange an envir- |
onmc.mally sound and economically attractive pacKage, Anaya
is worded that the federal government may be u ervaluing its |
own coql holdings. And since the state is paid /froyalties from
coal mined on federal lands—and no royalties gh coal from pri-
vate landfr;Anaya wants to be sure the federaf'government ob-
' tains coal of equal value in the swap,, 77 /o 2y
The proposed agreement 'involves the ¢ change ‘5f minéral
rights on BLM’s coal holdings in northwestern New Mexico
north of Grants¥{or land held by Cerrillog/ Both the federal land
and the properties,owned by Cerrillos, a/subsidiary of the Santa
Fe Southern Paciﬁ\%\Corp.. have sectiofls “checkerboarded™ with
those of the other. The BLM exchange would block out several
solid coal mmmg tract for both
Cerrillos. . ELAGIS
In a recent letter to BLM, Anaya says his staff can't complete
its economic analysis of the pro;foscd exchange until BLM does
a better job of estimating thejfelative values of the properties.
" The resources that would bef given up by BLM, Anaya says,
“could exceed the value of ,(hc rekourccs being gwen in return,
by more than the federal 2.5% limit, X s d e e e
 BLM'’s economic analysis doesn't 3ppropriately measure the
and it doesntappear to be consistent
with the agency’s owyf appraisal guidelings or its coal appraisal
practices elsewhere,/ Anaya says. BLM a{so failed to consider
and apply a “fair mfarket value™ test in its analysis, he adds.

The BLM anafysis assessed only the curkent value to each
current owner ¢f the properties, Anaya says\That method of
valuation shors~changes both the federal and state governments,
he adds. BLl\f' needs to revise its calculations b}) figuring i the
incremental increase in economic value that will result from the -

. exchange and.account for the improved efficiency of blocked=
~ out land holéxngs, Anaya says PN T SR A “""f“f'f"‘ A
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INTERMOUNTAIN POWER BUYS US FUEL ‘;:4:
RESERVES; SETS PRICE, TONNAGE CUY” .

crmountam Powcr
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In ayecent financial transaction, the
- Agency gald $28-million to-United Stafes Fuel for about ;35-
million tons of coal reserves and recgived a sales price reduction
from the cbal company, one of fodr suppliers to the 1,500-mw
lntcrmoun ain Power Pro;cct ecaring completion in central
Utah DI UL - : ﬂ.nu= [

YRR ..l By

price reduction, 1PAR
cut back, but neith p@ﬂy would say by how much. The plant
will use 4-million A7y to e dclxvercd from coal mines in Emery

A CEEETE R LY COR TV b S S

from US Fuel. The dcposxts are.adjaccnt to the Mohrland mine,
one of two US Fuel mines that'\mll be supplying coal under
contract. The first 750-mw unit is*scheduled to begin commer-
cial operatxon this summer and the second unit a year later, _ _ _

COAUWEEK o April 7, 1986
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LCRA CITY OF AUSTIN AWARD UP/MKT v
CONTRACT, BUT DISAPPOINTED WITH BIDS- M‘L

The Lower Colorado River Authority and the city of Austin TX
have agreed to a coal-haul contract that they expect will save
$2.8-million_next _year on the shipment of 4-million t/y of coal
from the Powdcr vacr Basin to thc Favcttc Powcr Proxcct |n
central Texas. - RIS o

The joint owners of the Faycttc pro;ect acccptcd thc $21 ll i L
rate joint bid by the Western Railroad Properties, U_mgn__acxﬂc
and the Missouri-Kansas-Texas_railrpads. The joint bid was

-‘!,

f

‘l —-.4( e

accepted over the bid of $21.75/t bid bLBurlmgton Northcm -

T Ve K“A..-&l. U

and—MT S “é’.l-:

officials ex __prcssed dlsapp_omtmqnt over ;hc bxds. whxch
they expected to be lgwer, and announced plans to study the

| feasibility of bu lld_ngmuwns_m_m;.liaysn:.nmlwasa_ay

of lawering the bid for delivery of the coal by the MKT. Austin | {f

and LCRA officials, when asking for bids, set a ceiling price of.'

| $19.31/t for the shipments. BN/ MKT responded with a Section

22 proposal, allowing for escalation of the bid_price; the '
WRE‘[ P/ UP/MXT Tow bid was_fixed. Both bids were below last, :
year's bid prices of $21 94/t from BN/ MKT and $21.83/t l‘rom .
! WRP/UP{MKT, it TR P e A ot o A B

LCRA General Manager S. Davnd Freeman said hc was
“frankly disappointed that they (the bids) weren't lower,” adding

that he feit there was “still some fat” in the rates. Freeman said “|.
that the lack of compctmomh_MJ&IaLLhuncLthg_systcm -

was going to receive attention from LCRA. Freeman said the ,

ern Pacific line as a way to provide the MKT with compctmon i
“Wc mtcnd to pursuc that option to thc l'ullcst Frtcman sald. 4

o C emsteye S

- id
PR RN l\\ l?.-..-._‘ (3 J" t.'“f.@"( }
' l'

PENNSYLVANIA LEGISLATOR ENTERS COGEN
THAY TO ALLEVIATE LOOMING POWER GLUT
P

I PR Biverm bl ooy ovigfreca bBoweren

__.Al’

capacity.

Rhodcs a Republican whose district tovers part of Pcnnsyl-
vania’s apthracite area, is concerned that the utility and develop-
ers will not come to terms on cogeneration contracts and that
his area will be the loser, both cconomxcally and environmen-
tally. The dcvclopers. who are negotiating with thc utility, plan
to fuel their plants with waste anthracite. T Ty

PP&L has warned that it 1sn‘t capable of handlmg more than

.:-{ ‘k :

velopers have propased projects totaling about 1,600 mw. In a *
recent letter to the deYelopers, PP&L said its lines don't have the ;
capacity to handle the Yoad. The letter added that PP&L is giv-
ing cogeneration developdrs and small power load producers a
deadline of July t¢f'secure financing for their projects, accordmg
to Rhodes. 2

PSURS T

Ve ks

-t sl

us Coal Produv\xon Estimates ‘ "‘,‘5 &
Fromx completc rcports Dept. okEnergy cstxmatcs Us coal

Pennsylvama Bltummbusi

N
[ELIS

Period = Anthracite (includes lignite)
Week ended Mar. 22,1986 ....0.073 .

Corresponding 1985 ... .'.".. ..0080....%... cons
Cumulative 1986 . veen... 0815, R
‘Corresponding 1985 . .00 0.81‘2 ..... A 194.432

agency plans to study_the construction of a spur from a_South- £

o h S5Ol A LLERAZ LN,

-

i .l’ra R
nsylvania State Sen. Jim Rhodes has cntcrcd a dlsputc bc-

twécn Pcnnsylvama Power & Light and approximately two dozen
cog&ncranon devclopcrs who are facing a glut of cogeneration

- 300 mw of cogeherated powér in its northern. tiev—which.is: Lhe..:;-::.
anthracite area (340 CoaI Week) Anthracite cogeneration de-: +



FROM THE
SUPER-
INTENDENT

A.M. Hensoﬁ

As 1986 comes to a close, I want to review some of the
highlights of this year, as I think we have come a long
way and have accomplished most of the goals that we
had established at the beginning of the year. We set
some pretty rigid goals in the areas of safety, cost con-
trol, production, equipment utilization and service. In
the area of safety, which includes employee injuries and
train accidents, we have achieved 98.5% of our goal. We
have met our goal in total incidents, reportable incidents
and in train accidents; however, we are slightly under
goal in lost day cases and lost days.

In the area of cost control, we have accomplished

-99.2% of our goal and fall short in one category which is
overtime in one department. We have accomplished 100%
of our production goals which include the installation of
cross ties, new and secondhand rail, and surfacing. We
have also accomplished 100% of our equipment utiliza-
tion and service goals. While I am a little bit disap-
pointed that we have not reached 100% in safety and
cost efficiency, we still have turned in a pretty good
performance thus far and one that we can all be proud
of and feel that each of us had a part in achieving.

We began our Voluntary Separation Programs in 1986
and through November, 162 employees on the San
Antonio Division have availed themselves of these pro-
grams. These break down by craft as follows: Engine-
men = 46; furloughed trainmen = 63; clerical = 49; offi-
cers = 2; train dispatchers = 2. While these programs are
winding down for this year, at this time it is not known
whether or not they will be reinstituted in 1987, What
we do know is that we must continue to find ways
through our cooperative efforts to reduce surplus em-
ployees with the least impact on those affected. I am
sure that satisfactory agreements can be reached to
accomplish this.

We undertook a rules recertification program this year
and offered rules instruction classes through some of
our employees to assist you in preparation to take recer-
tification examination. I am happy to report that our
instructors did a good job, as was evident by the very
small number of employees who had to take the exam a
second time before making a passing grade. The large

majority of those who took the recertification exam
passed with a high score.

We recently conducted our annual division audit and
rule knowledge, both of operating and safety rules, had
considerably improved over last year; and, in fact, this
was the best audit that we have ever had. We did find
some deficiencies and these will be addressed in an effort
to elevate rule knowledge to its highest level.

“We recently completed negotxatnons and reached an
a‘kreement with the organizations that will permit oper-
ation of a new coal train between Fort Worth and Colo-

rado River Generatmg Plan near LaGrange, with a:

reduced crew consist and utilization of a single crew

between Fort Worth and the Plant.

Your Crosstie Editor, Mr. Bill Neill, attended the
Association of Railway Communicators Convention and
received the Distinguished Achievement Award for the
San Antonio Division Crosstie. This is one of the high-
est honors that can be bestowed upon an employee
publication. I extend my heartiest congratulations to Mr.
Neill and staff on the fine job that they have done in
producing The Crosstie particularly since most of their
work is accomplished in so called “spare time.” They
worked hard and deserve an expression of thanks from
each of us.

In addition to the Crosstie they are again publishing
a 1987 San Antonio Division calendar, which will be
available for distribution during the month of December.
Based on what I have seen so far, we can proudly dis-
play this calendar and it would fit well as a keepsake for
railroad memorabilia.

One of the most unexpected events which occurred in
1986 was the Interstate Commerce Commission’s 4-1
decision on July 24, denying the Southern Pacific-Santa
Fe railroad merger. It was totally unexpected; however,
by the time you read this article, we will have filed with
the Commission, evidence supporting our request to
reopen the case for reconsideration. The final resolution
of the merger is not known at this time; however,
regardless of the final decision, we still have a strong
transportation company which we must run and be
competitive with the trucks and other railroads, both in
service and cost. We must continue to find ways to
become more efficient and further reduce our costs so
that we can compete for our share of the nation’s trans-
portation. We have already begun to establish goals for
1987, and even though I am proud of our performance in
1986, we can continue to make improvements through
our cooperative efforts.

I want to take this opportunity to thank each and
every one of you for your cooperation and your perform-
ance which has so greatly contributed to the success
which we have had in 1986. I am looking forward to an
even better 1987 and earnestly solicit your continued
support and cooperation. May you and your families
have a joyous and happy holiday season.

page 2



[ ts and a Izurel for OSM

L tvironmen

Dept., Jim Lyon fof the Environmental Policy
Institute praised the agency’s proposal to use ‘

reclaim mine sites gbandoned during the
interim program — the time between the

states’ assumption of regulatory authority.

However, Lyon faund much fault with
OSM’s budget. He chixacterized OSM as “a
very troubled agency” 4nd said he saw evidence
_~of lack of reclamation/on a recent tour of

P/ﬂ eastern Kentucky codl fields.
o Lyon blasted the \ise of abandoned mine
,€T7" land funds to fund pay raises and retirement

y, costs. He criticized th¢ proposed abolition of
the rural abandoned thine land program, and
137 OSM’s computerizati¢n program.

The environmentalist urged the panel to tell
OSM to sct up a pr {gram to audit tipple
records to prevent cqal mined at illegal or
wildcat mines fromyTeaching the market.

Lyon said his proposals would not require
additional funds'tyo; the agency.

GRBPA okays rail pact

Grand River Dam Authority has signed a
contract with Burlington Northem railroad for
long-term delivery of coal from the Wyoming
Powder River Basin to its power plant near
Pryor, Okla.

According to the Chouteau, Okla., utility,
rates under the new BN contract will save its
customer in excess of $275 million over the
life of the contract, whose expiration date was
Dot disclosed. Also, the BN pact will not
require GRDA to take the current higher
annual minimum tonnage it must take under
its short-term transportation arrangements.

GRDA receives coal from Exxon Coal

U.S<A. and Mobil Qil.
]” eanwhile, GRDA awarded a contract to

\ Benham Holway Power Group for initial

design and engineering work on an industrial
rail spur it plans to build connecting the plant
directly to BN trackage.

GRDA says the work it awarded on its
planned rail spur should take four to five
weeks to complete and cost about $22,000.

Completion date for the spur now is set for
Oct. 1, 1988.

4 Coal Oulook — February 9, 1987
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Shippers introduce rail antitrust bill cc: no3 ¢ »4)

The long-awaited fight iff the 100th Congress to give captive coal
shippers relief from excessivq rail rates has begun with the introduction of
a bill that would amend certajn antitrust laws. ‘

The new bill is much simpler than its predecessor, known as the
“Railroad Antimonopoly Act," which failed to get reported out of a House
Energy & Commerce subcommittee favorably last year. The bill is known
as HR. 941 in the House and S. 443 in the Senate.

According to Rep. Mike/Synar, D-Okla., sponsor of the bill in the
House, the bill would do le things: )

>t will repeal the Keogh doctrine created by a 1922 Supreme Court
case, which prevents a privaté party from obtaining damages against a
railroad in an antitrust suit; and

> It repeals a provision of the Clayton Act that prevents a private
party from obtaining injunctivé relief against a railroad.

“Let me emphasize: This bill does not single out the railroads for any
different treatment than that given every other American industry,
regulated or not,” Synar said 4t a press conference Tucsday. “It simply
gives caplive shippers access{to the courts when they are charged with
discriminatory rates.” : ‘ S

New /bill less complex
Backers of the bill, including Western Fuels Assn., WR. Grace &
Co., the American Public Power Assn., several other shipper concemns and
21 co-sponsors in the House, \gay the new version will not be as complex
as the old anti-monopoly meastre. And because of the issues it addresses,
the bill will be the sole jurisdictjon of the House Judiciary Committee,
which last year reported the measure out favorably.

Several congressmen last Year during an Energy & Commerce
subcommittee hearing charged that the antimonopoly act would have
created dual regulation of the railioads by the courts and the Interstate
Commerce Commission. Rep. Jarhes Florio, D-NJJ., contended that the
bill — which would have placed the burden of proof on the railroads
instead of shippers — advocatgd changing basic definitions adopted by the
ICC to determine rate reasonableness.

Rep. Norman Lent, R-N.Y., Yuring the same hearing also commented
the old bill’s focus was on rail regulation as opposed to anti-
monopoly. And, Rep. W.J. Tauzin, D-La,, criticized the measure as trying
to twist the antitrust laws by circumventing ICC authority.

One of the major provisiony of the old bill would have allowed
trackage rights to railroads wishing to compete for business on lines
owned by another railroad. The/railroad industry contended this amounted
i t due process.

Bill would relgove antitrust law shield
Sen. Dennis DeConcini, D-Ariz., who is sponsoring the bill in the
Senate, says the measure will “ffll a gap in the antitrust laws that
currently allows railroads to overcharge and underserve ‘captive shippers’
with virtual impunity,”

DeConcini asserted that under current law, railroads are not subject to
ICC regulation in certain key afeas, but continue to be exempt from
important provision of the angitrust laws. The new bill, if passed into
law, would simply require railspads to be subject to all antitrust laws other
businesses in the nation abide By.

“Some have suggested tHat this legislation should be opposed because
it would subject railroads to the dual regulation of the ICC and the federal
courts,” Synar said. “This argument fails to recognize that virtually all
other regulated industries ang covered by the antitrust laws. 7,7:

Pasha Publications, 1401 Wilson Bivd., Suite 910, Arlington, VA 22209 T u



VB TV (Wit v/

w 0ol /103 - GRDA

WESTERN COAL

Page 2

. Issue No. 588
-- . AIR QUALITY COUNCIL KNOCKS PSCO COAL-OVER-GAS PREPERENCE = -

The PUBLIC SERVICE/é;]COLORADO'9/;;ce t renegotiatipn of lond-term coal
contracts yith CYPRUS COAL CO., Emglewood, CO (WC/578, 11/18/
under fire/ from the stafe's Metropolitan/Air Quality Council.

/
5 to January A5, the utility ha

gas, maintaining thaﬁfconvers'on would have negatiye

implicdtions’ for codl contracts.
n defended the cision to cogtinué with ¢ al on the
grounds that natural ggé costs twice as much to bu n.l/Meanwhi e, .the

t

nth prelimingry results of /a study on the ,role
natural/gas in reflucifig area pollutfion/
' ntil that time, Arying to gquesd the utility’
ol is prematupe, he said.

he air quali council reporte

reconsider regulations requiring

future pla or
et next month to

e utility to switch to natural gas, (4

, L OKLAHOMA UTILITIES SIGN NEW RAIL PACTS , ' @ﬁ )

_‘(‘ . el e e SRR ———— N B - o
Officials of the GRAND RIVER DAM AUTHORITY, Vinata, OK, say they expect a Yac
new long-term contract with BURLINGTON NORTHERN to save utility customers up

$275 million in transportation charges.

The contract provides for an industrial spur to be built connecting GRDA
plants near Chouteau, OK, with BN tracks for delivery of Wyoming coal.
GRDA's Chouteau complex is supplied under long-term contracts with EXXON's
Rawhide mine, Campbell County, WY, and MOBIL'S Caballo Rojo mine, also .
Campbell County., . - M%'

eported delivered cost in October to GRDA's Chouteau complex was
141.0¢/MBtu ($23.19/ton) for 101,500 tons of 8,225 Btu/lb., 0.32% sulfur, 5%
ash coal from Rawhide and 132.2¢/MBtu ($21.94/ton) for 56,100 tons of 8,300
Btu/lb., 0.39% sulfur, 5% ash coal from Caballo Rojo. L

) ) T
JPTRS R . . : .
Meanwhile, UNION PACIFIC and BURLINGTON NORTHERN have signed a joint
contract with the PUBLIC SERVICE OF OKLAHOMA to deliver Wyoming coal to the
utility's Northeastern plant, Oologah, OK. L .
. Shipments will originate on BN from the Powder River Basin mines; UP will
complete delivery from Kansas City to the plant. . :
Under long-term contract, Northeastern is supplied with coal from KERR-
MCGEE's Jacobs Ranch and Clovis mines, both in Campbell County, WY. '
Reported delivered cost in October to the utility was 188.6¢/MBtu
($32.41/ton) for 56,000 tons of 8,594 Btu/lb., 0.45% sulfur, 7% ash coal
from Jacobs Ranch and 188.6¢/MBtu ($30.22/ton) for 55,000 tons of 8,012
Btu/lb., 0.42% sulfur, 6% ash coal from Clovis. . _

ROCKEEELLER ﬁ/EExs PAXRTIES FN\PRB COAL EXPLORATION
alll intgrested pafties to
nl'as d federa) land in the owdér| Rive
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By JOSEPH B HOWELL
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.7 -. " Tribune Writer ., . .77
7 CHOUTZAU — The Grand
- River Dam Authority’s largest
»~customer wants Gov. Henry Bell-
~mon and GRDA officials to get
. their stories about GRDA's finan
: cial condition together, #r-5--.

ernor’'s office saying one thing
and GRDA something else,” Dean
Sanger, general manager of
- KAMO Electric Cooperative, told
_ the GRDA board Wednesday.

Sanger said he plans to call a
meeting of other GRDA custom-!
ers — the tentative date is Jan. 30
— and ask representatives of|
Bellmon's office and GRDA to at-
tend. T

In his message to the
ture Tuesday, Bellmon said, .“We
must establish an advisory com-
mittee and seek an independent
external analysis of the tenuous

.the state is at stake. -- -

‘standing in the financial markets
~would be badly damaged or.the
Legislature would need to appro-
priate funds to avoid this eventu-
ality.” ___ % i
Bellmon said he does not think
there is an immediate prospect of

" the GRDA defaulting on its debt
of more than $1 billion, but pro-
posed.spending $250,000 on a
study of GRDA to be conducted
under the supervision of Attorney
General Robert Henry, .. - ey
" There was no immediaté re-’
sponse from GRDA officials.. R

e it L X e o VRS B

an

-~ GRDA charges
: - “I am sick and tired of the gov- .

.= lije of the contr:

kLeglis-la- -

financial condition of the GRDA.
- “THE CREDIT worthiness of -

- “Should the GRDA default on "
"its debt service, -Oklaloma’s .

-

.
*

A

n.

CERfL el j.-.‘,~ P :'r
-“Instead, the GRDA board
. Wednesday continued to pursue
.its major objectives — cutting the
~coatent coal from Wyoming
.-rail, and refinancing GRDA’s debt .

" 50 no increase in the electric rates

needed for fpur years, - ES=ET Y

"TA contract with Burlington

‘Northern Railroad was signed
“which GRDA said will save.its
customers $275

iz /ém Dl Dre Vil

cost of bringing in low sulfur -

Lo

(VTP TN A TYSA TRIBUE 2757
GRDA’s status="

|
Covead
-

ctustomers will be' =

were not made public, but a news
release said a spur will be built
from the BN lines to the GRDA
coal-fired generating plants near
here, - .. .e-.7 7L
__Such a“spur would bypass the
Katy railroad on which the plants
are located... SR

In a further effort to persuade
the Katy to lower rates it charges
GRDA fo. hauling the Wyoming
coal from the BN lines to -Chou-
‘teau, a $22,000 contract was
awarded Benham-Holway Power
- Group for the initial design and .
_engineering work on the proposed
TSpUr, LT Ut T s

. The work is expected to be
. completed in four to five weeks
: and the projected cornpletion date
“ for the spur-is-set-for Oct.*1, -
1988, the release said. B b
-—-After a closed-door session
“called to discuss litigation, the

+board yoted to.pay a,lawyer,to

e L = PR PP S

-

defend-Glen Michael, former |

‘chairman,- who .has been named
defendant along with GRDA in a
$40 million damage suit the Katy
has filed against GRDA, claiming

GRDA showed Katy’s bid for coal
hauling to BN.“:;}‘ L ast Sisiciny e

-—tea

i iy T

|
|
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Securities Corp., a New York

dent adviser to review GRDA
plans to sell a refinancing bond
Issue which would stretch out its
. 5 R4S O3 TET R

. THE MANAGEMENT group of
underwriters .chosen to manage
' the sale was expanded from four,
. firms to eight. S~asr
I=Five firms were added — First
t Boston,"Shearson Lehman,
E.F.Hutton, Rotan Mosle, and
" Bauscher Pierce — ‘and one —
Leo Oppenheim & Co. — was
dropped. RS PR RS VT SR BTy TR
Michael resigned from the
GRDA board when it was dis-
closed he heads a company which
;i3 owned by the same firm that

not want any suggestion of a con-
flict of interest to affect sale 0f
+ the bonds. - =y T3 ~7ve S
:#-Bellmon had made the selec-
tion of an independent adviser
and restructuring of the manage-
ment team conditions under
which he would consider approv-
ing the bond issue, which he op-
poses, if it won the approval of the
independent adviser. @i ke

&.William H. Langley Jr.,"a Stil- .
well businessman who has been .
vice chairman for the: past year,.. .

was promoted to chairman, and
Billy Mac Thomison,  general
manager -0f the Indian Electric

. Cooperative.at-Cleveland, a-
- GRDA customer, was named vice .=
t chairman, —~~oton e stubed
- iemnes st dnar S tpaRe L

" Donaldson, Lufkin & Jenreite

i
e i

firm, was selected as an indepen~ -

debt payment schedule, |z ~~: ©3 -

iUt gy T

“owns Oppenheim. He said he did -

Lo
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CHOUTEAU — The Grand |
River Dem Amthority snnconced
today it has sigred a leng-term
contract with the Burlington
Northern Railroad which jt esti-’
mates will zave GRDA cuatomers
in exce=s of $275 million iu rail
tranvrvrlntlun <bprgex over the
| life of tho conmtrpet. Un-ler the:

| agreewent, GRDA arid ln a press

i release, ~1 industrizl spar ix to be
i built which will connect the
+GRDA power plants near Chou-_
i teau witk the Burlington Northern
tracks. Tke contract covers the

B

Arthur Young onsultants began
in September, gid not address the
question of GItEA's financial cond
dition raised by Gov. Henry Bell:?

mon in his mesgage to the Legisla- ;
ture Tuesday. "

It said, howéver, as an overall .
DA has produced. .-
lts that are envi:j '

ssegsment, ¢

nt,mm-line r
Rbie™ cor

~“Fvldence strong perfor-l
prance i3 found in GRDA's cost of4
Helivered coal, cperating ‘and,
rnaivtemnce exrenses, generat-
ng plaut availability and forced!
buinge perfrrmance and rates.”->:
Bslimon has proposed as
£25,090 “indepehdent apalysis of |

; trangpertation of coal from Wyo ’
‘ming. | . _J

L_

By JOSEFH E, HOWELL
Tribune Writer

CHOUTEAU ~— The Grand
River Dam Apthority was given,
high marks togay on its ability to.
provide cuwstomers reliable, safe
and relatively] inexpensive elec-
tric service fn a2 management
study snbmifted to GEDA by
Arthur Young @ Co. utilities con-
sultants. g
The study,}

for investment purposes.

A surumary @f the study pre-
sented by Johni D.” Dernblaser)
spokesman for the Arthur Young
group, said “thisgstudy was com-
misstoned by t1° oard to identify -
weaknes’es so hmons can be 5
developed. . § L
- “We went lookibg for problems
This recert is prignarily a ‘to do’»
list, rether than a ‘have done
list,” Dernblaser gaid. '

He said the study was prenared
by a team of cay sultants from :
Arthur Young s 'Dnlsa office and
the firm’s natignal utxlxtxes
Jze costs of coal
which GINDA useg as fuel at 1ts
large thermal agherating plen
shows that in.thisfarea only' Kan-
sas City Fower and Lxglt nas a
lower fizure. ;

Comparative c@sts por nulhon
British Thermal §Jnits shown in
the study were 125.4 {or the Kan- .
sas City firm, cormpared to 140 for
GRDA and an ave age in the area
of 163.9. - Ly

Figursa for other hrms were: ‘

s

whxch a team pf

'placwj 1me x,mr'xtx'\‘x n 1682 until it -

.' <inw the i-mw‘rf average, less"
“than 2 percent at agime when the-

the tenuens finangial condition of »
jthe GRDA" to be eonducted under
th°lguxdance of uie attomey gen-
era . '
GRDA dxrectors saxd they dld;
net bave enough dinformation to’
respond to the praoposal, but Tip3-
ton Simmons Jg, of bond un:.
derwriters Smxtg Barney said:
Belltnon's conc2rrzabout the utili-*
ty s credit werthiness are.
“wirong.” He pointed out GRDA'
_bonds have been. srated smtable

" See GX!DA?%page 2D

.l'l \.‘ ‘\

T 4 qepbere o BE ET IR
PR &
- s .

“"GRDA costs ranq’ed between 4|

* and § mills, the stuidy said. It put
 the (IRDA cost at & mills in 1986
-and forecast a coséof 9 mills for
1937, ‘
* The study showed the availabil-
iy for tse "of GADA's No. 1 coal-
‘fired unit w23 atove the industry .
averane fron) the time it was

e et vt - =B

-was stut dewn {er@a major over- .
. haui last year. it was out of ser- °
vxw for severnl mgnths. -
‘The etudy showell also that in -
terms of forced outage, GRDA -
has baen belaw theindustry aver-
-age the past ftve years and in two
enrs — 1234 and L 85 — was far

PRPREIPF Y 4

“indusiry average h ranged from;»
7 by § rcru"lt .

"The stndy sajd RDA ‘has the .
lowest rates fer fhdustrial cus-:,

tome‘s ot any of rgue utilities in

LI

D

a. -

Z[ Tobwf"z'ﬁ'//ﬂ/?%?w‘ .‘
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Kansas, Arkansa and Oklahoma i
and next to the loyest for munici- .
" pal and electric ooperative cus-""
, tomers. e

- Empxre Dlstrit Electnc was‘:1
. below GRDA in i umc:pal and co-. 4

roperatlve rates. § vind

According to A thur Young, t.he,:.
GRDA Industrial rates were 35|
Fercent below the average for uti-
ities in the areaj Municipal rates -
were 30 percentfbelow the aver- .
.age and cooperatjve rates were 28
_percent below. 4ot
“Dornblaser safl GRDA has un-f'?
dergone a significant change in
five years, switcljing from a pur-':
.chaser of electrickty to a producer
, With the addition pf its two large
.coal-fired plants.§ " .

: -He said 1t has bpe
‘from a power-pyrchaser- hydro—
‘ generator to a pritharly ccal-fired |
. power generator.iGenerating ca-
pacity has tripled and staffing has !
"doubled. He said §t is because of '
' this rapid change®o many thmgs :
..need to be done, § :

"The list of re mmﬂndationsu.l
" for improvement. was broken into ;
four categories: foles, pclicies
.and practices of bpard and staff’ |
operatxonal and ginancial. plane_l
'ning, managemegt information

i needs and operaonal 1mprove-§
;i ments. - -

L Dornblaser sai§ GRDA needs; {
‘firmly to establishi who is respons;

+ sible for what andineeds to devel-".
- op a formal plan for maintaining*
good relations wjth customers,:

»Jake users-and ef ployees. The

‘study calls for agsigning to the.

-personnel departthent coordinat- ] 3
Ing, monitoring, $acilitating and’i
documenting GRPA hiring, ter—

~mination and p motlon pracv

“ tices. 3

Dornblaser GRDA has
taken a good step §n this direction

‘with the appoinfment of G.W:
“Bill” Kannegies$er as agsistanty
general manager Ior human re-i

,sources. 3 et
“* The study call for GRDA to:
establish a systeth planning and %
load forecasting gfoup, to formal-
ize its load foregasting process;

;centralize responkibility for fuels

:management. fofmalize coal res’
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CHOUTEAU —. The Grahd \

"vaer Dam Authority has taken:

1 the first step in its plan to build 20
: miileS Or TAIFoad between Clars.
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gng meg o enunentvdomam.'l
but he has uo researc ed the
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e ymposed GRDA ram-oad"

the Union Pacific near Clare-

would connect with the BN and |

-m ore and 1 3 .| more, where their lines cross.
GRDK?IFE%B%‘V%?EHQW&Z& 7-The project will involve the .
' day to instriict Western Fuels “eonstru of track which will
to epin ne; otiations. with - t between~
‘raiiroa . N
~-rail ine will connect. x els is a non- rofit
-~ These are fhe. Burhngton entxty which represents utilities

Northmacmc, and in fights for lower railroad rates

the Kat P - ~. and plans and bmlds short lines
o~ M—Jost of the coal ‘the GRDA  for the utilities, - :

burnsxsnow coming into its plant- = In other actxon, the GRDA
-)trom Wyoming via the BN }f)mm board voted to in n a

~the mine to Kansas City, and the "Secon 0-to age of
«<Katy from Kansas City to the Oklahoma coal to be b&% in a
Chouteau plant. . '=--~: ' mixtire with Wyoming coal. - - .4

+~-GRDA officials say they- t --<--Bids

“'to save the estunaté t§20 ﬁlxon board_at eeting, said

““cost 0 DA railroad in Billy Mac Tho! xmson ot Cleveland,
three xears if they can create chairman of the coal committee. -

. competition for. the‘%TJa e l - The first 50,000-ton purchase of
_ Tble negotiations with the Katy . Oklahoma coal for GRDA was de-

:2will involve obtaining 1i§ rmis- livered by rail from lines west of
~sion _to cross the Ka and Vinita. ~

‘>use a sourl a ~Sullivan said the railroad

: “Sullivan, general coun--

be submitted to the

.—~—¢-~.~,2.~’—.~‘

e wnic

GRDA proposes to bujld could be-
sel saxd he presumes GRD a: mf;ﬁ;Mme_
nght to cross the Katy because it ' [plant as well as Wyoming coal.
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’SO, GRDA plan spurs

*fli(r)fgerf_sm razl ag recalled mﬁé

., . Tribune State Staff -+ . 'The county had its first experl'xence with

' CLAREMORE — Rogers County may be "the railroad builders in the early 1880s.

.on the verge of anothegr railroad building < The Atlantic and Pacific — later known
~‘era reminiscent of the raxlroad buxldmg --as the Frisco and now part of the Burling- |
L age: f 100 years ago. " - ton Northern — decided to extend its pio-
Public Service Co. of Oklahoma has an- neer line southwest from Vinita in an ef-

. ‘nounced pl plans_to build a 10-mile spur from = fort to intercept cattle herds being driven
ithe Burjington Northern near_EInﬁllstso )_its over:atnodwto ax;ltl'eads in Kansas for smp-

2t 0 men e ’ 3

i gam._at_QoJogah Which Is on the ot T In 1885, the Kansas and Arkansas Val-
ley, a subsidiary of the St. Louis, Iron
Mountain and Southern, was mcorporated
to extend the Little Rock and Fort from

Van Buren and Fort Smlth Ark to Cofiey- '

ville, Kan. ... % o

Chouteau That plant is now served by the Both ventures proved dLsastrous far of i
: Katy Railr ad. investors but very exciting for early set-

cost of the twggmlects is $30 tlers as they watched the track lavmg

-nmlhorL See m,nom page 4D v 3y

tand River Dam Authongy is selling
|®onds which_could_he_used to_finance a

i20-mile spur GRDA is talking about build-
‘ngjw he_Missouri Pacific and Burling-
iton_near_Claremore to its plant east of

R ro aﬂ g From page 3D ot} A eh ket

-(l ALl e e N R e s . .
f -,.u.w\ Tt 4“.‘ e S

crews’ advance across the' prm- in the generatmg plants is half the
=Ties. FmmrreTE s TG COSt Of the electricity people use ! |
In the early days of therailroad in their homes and the_vague in- f
age, it was learned that two rail-. formation the electric companies™ /
~Foads_were better than one be-_ put out indicates freight rates
cause the rates they charged were™ “may be three-fourths of th the d deh-
Xlower when they had competi- _.vered cost of the coal -~ = 7
NHOD, WF e S e BN S —
The railroad spurs PSO and

GRDA are talking about are-|
based on this same idea. %/ 7 / '
:v1' Both are bringing in millions of ' ‘ .
tons of coal from Wyoming mines >
- which are on the tracks of the %__, m\
rlington Northern. 7w #: -, - -

GRDA officials say if they have
the option of shipping or not ship- -
ping_over the Katy, Katy rates ;

. will be lowered enough to pay for
the_20 T xmles of rauroad in three 5:)7 27 ?Z
AY€ars. 4 liv. mlti Lo Jdaif

222 PSO._is sazmg_xf it can bypass | %

"3% S e ‘fi«—.-ﬁ}é:;.«' j a
$
3
H

:the_Missouri Pacific, it_can_pay
*for 10 miles of rallroad.and save

;electric custom ;100 million jn
"Xl years. © Cinrs U Ty s ?/; / 8L
- The cost of coal burned as fuel

b bl tdid sar I emed - v vmrv it b b0
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GRDA

By JOSEPH E. HOWELL
Tribune Writer

CHOUTEAU — Grand River
Dam Authority directors did an
about face Wednesday afternoon
and sold bonds to finance a three-

ye rogram Of improvements
imated to cost $108.9 miilio
- eading the i1st is a 20.5 mile
long railroad spur fo be byijt from
Claremore to the GRDA coal
fired power plant east of nere.
Estimated cost is $30.518.000
with Februarv the starting date
and April 1988 the compietion
date
hat ought to send a signal to
the Katy raiiroad that we are in
earnest in our effort to get them
to_lower their freight rates, said
Bill Mickey, A general man-
ager.

t the present rate of more
than $16 a ton. it will cost GRDA
more than 348 million to bring in
the 3 miilion tons of Wyoming

coal’if expects to need next
vear.

The GRDA plant is served by
the Katy, and the Wyoming mines
are on the Burlington Northern.

GRDA wants to build a line
from the Burlington tracks in
Claremore to the Chouteau plant
which would let it bypass the
Katy and have connections with
the Missouri Pacific.

If there was co tition for the
Billv ¥ ison.
chairman of the GRDA coal ¢com-
mittee, contends the rreight rate
—
couid be brought down enough
to pavior the (laremore spur in
three vears.
In Wednesday’s action GRDA

sold a group of underwriters $130
million in short term tax exempt

[

7B

et 5

i
="

reconsiders, .
decides to sell bonds

revenue bonds and authorized in-
vestment of the proceeds in tax-
ablé bonds with the same maturi-
ties.

Tifton Simmons Jr., senior vice’
president of Smith Barney & Co.,

JInc., spokesman for the un-

derwriters, sgm_ﬂezag:_merest
cost of the GRDA bonds will be

6.4 percent, and the average re-

‘turn on_the securities purcnased.

with the GRDA funds will be 7.8
perceft.

immons said this will let.
GRDA recoup all costs of the sale .
and make a profit of 3500,000 if it
does not use the bond proceeds to
construct any of the projects on .

the $108.9 million list.

According to Simmons, GRDA

can replace the short term debt
with long term tax exempt bonds

when it does decide to start con-

struction. -

Simmons said by selling the -

short term bonds now, GRDA will
save $11 million on debt service
cost when it does decide to re-
place them with long term
bonds.

Proceeds from the $130 million
bond issue will cover construction
costs, an underwriters’ discount

of 1.4 percent and provide re- -
serves required by investors. Sim- !

mons said.
The financing package was pre-

sented to the GRDA board at a

special meeting a week ago.

The board adjourned without.

considering it after deadlocking
on inclusion of expansicn cf the
Salina pumped storage plant at an
estimated cost of $130 million
in the project list.

There was no mention of the
pumpback expansion Wednesday

-.and only one board member, Mar-

vin Hicks of Tahlequah. voted
against adootion of the rest of the

_projects on the list. -

ﬁw,

/ 3/ 30

Other items on t ist in-

aoth he list in
Adding two generating units'a

1tjhe Fort Gibson Dam, g$24 milE
on.

Extending GRDA’s 345kv line
to serve the western ;art of its
service area, $11 million.

Reconstructing the coolin

tower for GRDA coal fi g
No. 1, $10 million ired plant

'

.

Constructing a 138kv line from
Catoosa to Dawson. Beggs and .

Bristow, $7.5 million.

Extending GRDA's 161kv sys-"

tem to Sallisaw and expandi
Sallisaw substation. $5 mili?ogrfhe
Upgrading transformrs at vari-
ous locat_ions. 85 million.
tro[fpgazmg ;hti di%patch and con-’
center at the Markha
Dam. $4.5 million. o Fe_erryv'_
milnxzst;uing a system to deter-
e respective G
KAMO loads, %4 mill.ion}.u)A and
Rebuilding Tahlequah to Stil-
well and Gore to Sallisaw 69kv
lines. $2 million each. '
Installing a boiler peformance
evaluation svstem, $500.000. '
Updating Pensacola substation
$2 million. ' S
Remodeling management and
training center. $300.000.
Converting GRDA No. 1 so it
can be started by burning natural
gas instead of fuel oil, $400.000.

Renovating lake patrol head-
quarters. $200.000. P

(Voo 55



GRDA declines

}2-12-85

early sale of notes

By JOSEPH E. HOWELL
Tribune Writer ’

CHOUTEAU — The Grand
Bmw as
shelyed a proposal that the GRDA
issue $238.9 million in three-year
notes to nail down tax-exemptl
status for projects it mignt want
to Tinance in the next [ew vears.

Most expensive of the
projects on a list submitted by the
GRDA staif was expansion of the
Sajiha pumped storage plantat an
a erted o QO 0 il

g0 et (1] Q1)

L4 Other proposals included build-\c
ing 20.5 miles of railroad tracks
from Claremore to the GRDA

. coal-fired generating plant east of

i Chouteau and adding two hydro-

| electric generating units at the

; Fort Gibson dam. -

HOAD was estimat-

ed 1o cost 320,53 milliog and the
ort Gibson units $24 million.

Billy Mac Thomison, chairman

of the coal committee. said he

! believed the Claremore line

// would permit railroads to com-
\pete for hauling coal to the GRDA

plant and would pay for itself in
three years. . ‘

The Fort Gibson proposal is
part of a plan for GRDA to obtain
control of the existing units at
Fort Gibson so power operations
there can be integrated with oper-
ations at the Grand River and
Markham Ferry dams.

The list included $54.4 million
in other projects which staff
members said are needed or
would prove to be paying invest-
ments. ‘ :

A special meeting of the hoard
adjourned without considering the
financing oroposal aiter three of
the six_mempers present voted
against adoption of the list.

The "no’ votes were cast by
Thomison. of Cleveland. an Indian

'Electric Cooperative executive:
Marvin Hicks. superintendent of
municipal utilities at Tahlequah:
anii Jerry Haynes, Pryor princi-
pal.

When a motion by Haynes for
approval of the list with the
pumped storage expansion delet-
ed died for lack of a second, the
board adjourned abruptly and
without further discussion.

THE PUMPED storage plant

has been a sore point since it was,

proposed as part of 25-year
agreement with Public Service
Co. of Oklahoma which was
forced on a reluctant GRDA
board by Gov. Raymond Gary in
the 1950s.

The project list was developed
with the idea that a prohibition
against issuing tax exempt bonds
would be one of the features of the
tax reform bill now being consid-
ered by Congress. o

Board members were told that
on today’s market the interest
rate would be 11%z to I2 percent
on taxable bonds compared with
9% percent for tax exempt
bonds. »

The financing plan submitted to
the board invoived GRDA using
the proceeds from three-vear
notes to buy taxable federal se-
curities with the same maturi-
ties.

Underwriters said they would
charge 1.4 to 1.5 percent for mar-
keting the notes, and not over 1.75
percent for marketing long-time
repiacement securities when
GRDA decided to go ahead with
any of the projects.

The board was told it could ex-
pect to make $1,750.000 on the
note deal even if it built no
projects, and might save $23 mil-
lion to $45 mullion in interest costs
if it decided to proceed with con-
struction. LR

ce.
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'?;PRYOR ~ Grand River Pam
-Authority officials are rushing to.
prepare a $101 million bond pack-
age for presentation at the GRDA
: “afternoon. —.
-*“The proposal is designe
Vlde funds to construct a railroad"
from Claremore _to'the GRDA

Chougeaq,t.o douhle the size of the
pumped storage zenerating plant

southeast of Salina and other
: . 03'“ ‘.h la\‘t

T Mickey, genera!

i';ﬁmme 5

peoteierit s oy

RDA ‘has been _told that
5 nnderz“rederal tax bill expected. .
[ togointoeifect J'an. 1, GRDA will
pocrongenbe “abl e to ) -issue ta_x—
‘exempt bonds. (i3 _;:’ gcu':m
“UMICKEY said GRDA has
' worked closely with the Okla-
:Homa congressional delegatmn
--and it {5 expected the tax bill will

7 contain a’ grandfather clause,

_.tnder which projects in the mill

3t the time the bill takes effect

* still will qualify- for: tax-exempt "
: mtus R TR PN g_.d,, Ry

B T
‘n—vﬁ&-—.:.‘;\}‘ _L._‘__ Mdt“&

TO= -

<oal:fired power, .plant eastof

posaI is:being rushed

naonde 1 GRDA board"to“authorize adver-
= Without the : the power toi xssue tax- :

.pay 1 to 12 ‘percent_interest
compared with the 9 percent rate '
“on some of the last bonds it issue 1ssued

e LN S S e 2 b e

_according to Mickey. i S,.,m.,..,,

"“vMickey.Saxd -GRDA- ¢an issue
-$101 milllion in- bonds. under its
present authorization from the

e

5+He said a list of projects for
which- the-bond- money- eould be
.sed.is. being developed. it

structxon of arailroad that would !
' "gve GRDA @ éonnection with ihe- |
lmgton Nortliern and the Mis-
souri_Pacific_railroads at Clare-
ore.. OLTWnT 6ig 4 yeutu i

‘:";‘:I'HE GRDA Chouteau plant

4now is served only by the Katy
£y Raxlroad.":::"“‘ e g

i*He said the &oal commxttee
lieves_having a competing rail

4 By JOSEPH 'E; HOWELL s - exempt bonds, GRDA would have |-
to

i

Legislature. :n: uaqum.u-m-!

!

connectxon would lower_ freight: i

-rates on W_yommg coal enough to-

pa for the line in _three years, '
stimated cost of the 20- mxle

i, raxlroad is $30 millign.” .., :
‘Mickey said he expects the

g for bids on 50,000 tons of-

klahoma. coal: for delivery

{‘begmmng in February

d
e

4

- He said the GRDA_coal com—?
_ fittee Strongly recommends con-
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GRDA, BN SIGN 3-YEAR CONTRACT TO HAUL WYOMING COAL . )jgﬁ/j
i - - . ‘ P
The GRAND RIVER DAM AUTORITY, Vinita, OK, has signed a three-year . 1° Re
coptract to have BURLINGTON NORTHERN haul a total of 8.4 million_tons of - r
WyGmi coal to i ower plant at-€houteau; 0K, S o N i
y_theend of the three years, GRDA hopes to have completed construction |
of a private rail spur or other facilities giving it access to the main BN Cﬁhﬂk
and UNION PACIFIC lines 20 milgg_gygy_ap_g;a;gmqgg,_QK (see WC 494, 4/9/85).
Among the options GRDA is considering is a pneumatic pipeline for moving the /a3

coal, an official said, but gﬁggil_spu:_:looks_;o_be the most viable."®

Once that spur line or other facility is completed, he commented, "we
should get more competitive rates™ for hauling coal from Wyoming's Powder
River Basin to Chouteau. The MISSOURI-KRANSAS-TEXAS RAILROAD now brings coal
trains to Choteau fr BN line at Kansas City. : . J
R MINING CO. is the primary supplier to GRDA #l from its
Rawhide mine In Campbell County, WY. MOBIL COAL PRODUCING will start
supplying coal to GRDA $2 next yYear from its Caballc Rojo mine, also in
Campbell County. - ’ : . : ‘ S

GRDA _expects evqg;ga;ly_tQ_bu:g_§Q3_QKlahgma_poal_iQ_GRDA_&Z, which is
scheduled to come on line in September, but will use Wyoming coal initially.
The utility probably will start locking for Oklahoma coal for it “about a
year from now," said fuels official Jim Ekstrand, : :

Ekstrand also said he_may‘ggggg_;gggigg_ggg_ggpund_§Q0,000_LQQ§ of spot
coal _this summer, for delivery starting in the fourth quarter. ,

The most recently reported delivered cost to GRDA #1 was 145.86¢/MBtu or
$24.03/t for 195,478 tons of 8,238 Btu/lb., 0.37% sulfur, 5.3% ash coal from
Mobil's Rawhide mine, delivered in February. ’ ,

A BN spokesman said the GRDA contract raised its total coal shipments t
98 million t/y -- 73% of its anticipated coal-hauling traffic. ;

% .l'lr\ . :
NERCO COAL TO PUT HEADQUARTERS IN ST. LOUIS: NERCO COAL CORP., the I
con?oligation;of NERCO,IINC.'s,ieaste:nAand;weste;n coa}koperations,.hhs.
dec:dedto locate its headquarters in’'st.‘Louis. . iy AR JoEod
[ he’ move will be made some time this summer, a Nerco official said.
Nerco is a 'subsidiary’of PACIFICORP, Portland. ; §: S I 3; 7/
fokag By i :‘fff ? {f s§§¢ f/ § '
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: / ,V;J ! COAL SHIPMENTS RAISE B.C. RAIL PROFITS PN iy
WO T S 8T
; A rise in coal jcar loadings from 40,823 to 57,382 hasshelpedjlncreasg
'BRITISH COLUMBIA RAILWAY profits to C$I13.9 million (USSlO(Z?miLlion)-gor the

i

+
Y

o,

>

{first guarter, up from 51 million '(US$732,600) a year earlier.] ; P 5
2 JBCR, wbich;ﬁs}wﬁollyzqwned by the province :of British! Columbia, reported
:reﬁenue of/ C$70.4 &illiop (US$51.6 million): for the quarterifc?mpared;wgth
C$19.8 milliop}Lu§§36.3:millioq);in 1984. {1 4: & Ve | g4 %1
& § For 1984, BCR reported a profit off C$42.7 million (US$31.3 million) from
totali revenue of ¢$256.1 million’ (US$187.6 millign), up Erom a:C$40 million
[(88$29.3§ﬁi11ion)fprofit in 1983. Car loadings for 1984, the first full
Year Jof goaljShipﬁents)éincreasgd to}200,25] from 148,769, ajyear earlier,
{5 BCR c€ased /to be 4n operating railway company /last June and: became .'a
QLding company for twp;subsidiariesﬁ B.C. RAIL LTD. and;BCR PROPERTIES LTD
B.C. Rail reported a C$124,000 (US$90,800) profit for theyfirst quarter on
operating income of C$18.6 millionn(93$13.6 million)., V _ ) i

M g : :

i * i,
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resulting from conuingencies beyond its control or from negligence. )
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: ,VINITA*‘- »The- Grand vaer

: . Dam' Authority .and-the- railroads".

RN

rreta s

¢~ which haul its coal have: agqx;eed to
a'three-year: truce, over ireight’

.~

rates which represent two-thirds’
of thecost of-fuel at:the author-
,1ty s'steam’generating:plants:
. Burlington' Northern, on whose i
tracks the coal originates, has-no-;

" tified: GRDA it.has signed.a three-<

ceysia e ket v 4

Cie SAR LS Be et

Jyear contract.for coal transporta- -

‘tion previously approved by?

GRDA directors, James G. Ek- .

- strand, assxstant generaL manag- ;

.er; said... S v p R

Ekstrand sald the Ka{ty r§11~-
road, to which the BN delivers the
GRDA coal at Kansas City, Mo.,

: and which hauls it.to the GRDA |

"TULSH WoRLD " Ss7eS™
GRDA Em‘ers Codl

Tronspor’r Agreemen’r

" expected to sign. '

FORT ‘WORTH — Burlington
Northern Railroad announced-

plant east of Chouteau, is also

During the three ggars Ek-’:

strand said there could be devel-
opments. which would create
competition for the GRDA coal.

movement where the BN and the
Katy now en)ov a monopoly '
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"By a Staff Writer
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'He
S BO
have-extende
"Wyoming coal fxelds from whxc‘

GRDK ets coal.. -
-r-And surmz the same nerlod h

said the Union Pacific which has’
coal_hauling agreement with the

N3 CNW mag have purchased th

- o _.,...4
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i RSt G .:.‘r(‘ "-:‘
saxd it is exgected thg Chxca—\ Katy,: = R Sl
‘Northwestern rajlroad willfy-fhe three vears also

its lines into the/:¥

. | Y, 155-61- 3I/f°on-.szl

ht rate’ agreement

11] ive

*1c ‘capsule pipeline between its
~pfant and é'laremore where:the
BN and stsourx Pacxﬁc tracks
Yeross, :

oY Under ‘the‘nevwégreement, Ek-."
‘" strand said GRDA agrees to take.

W'9 3:million -tons, the first'12

" months, 2.7 million tons the sec--
‘+ond, and 3.4 rmlhon tons the third

"-:12 months. -7-

‘He said the: cost of coal deh-"
vered at.the GRDA plant _will be

‘reduced’ frog% $1.45 per milion
*BTU (thermal units) to $1.40,-and
" this ‘will_make the fuel. cost of
.elec 0 plant
1.5 cents per kilowatt hour.
~In Fort Worth, John H. Hertog,
BN senior vice president for coal
and taconite, said the contract
brings to 27 the number of agree-
ments BN has with utilities and
about 73 percent of the railroad’s
expected coal tonnage for 1985 is
now under contract.

S
Coal

RDA time oexglo;gt ‘jdea of .
buxld_g a‘railroad or a.pneumat--

Tuesday it has signed a.three-year

_contract with Grand River Dam:
Authority: for-coal transporta-
tion.

Grand River Dam Autbority,.
based at Vinita, Okla., is a -state |-
public power agency.

. The contract involves shipment
of about 3 million tons of coal a |,
vear from the Powder River l

G

5/6-55 ) (/- S 57

18

ac! %‘@?
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Basin in Wyoming to the GRDA'’s
powerplant near Chouteau. :




- aRUA 10 consider
- building own tracks

- Tired of the railroads’ exor-
,l_)_itantipay_-gr;ejsekfx_'gight-rate
contract, the Grand River
Dam Authority is ¢ considering
building its own railroad track
from Qlar\er_r)p_x;e_glg}gputeau.

Unable to use any_other
‘means of_coal transportation
from Wyoming, bound by En-
vironmental Protection Agen-
Cy requirements to use low-
sulphur coal and faced with
higher prices for coal located
within _trucking distance,
GRDA'’s plan to cut it fuel
cost makes the railroad
building enticing,

“In an effort to provide com-
petition to the MKT Railroad
for delivery of our coal to the
GRDA Units 1 and 2 plantsite,
the coal committee recom.
mends the board direct

management to embark on a
feasibility study on the
economics of building a
railroad from Claremore to
the plant site,” Chairman Bil-
ly Mac Thomison told the
board Wednesday.

“Both the Burlington Nor-

thern, Chicago Northwestern -
Union Pacific - Missouri
Pacific. have access to
Claremore,” -Thomison said,

.“A railroad from Claremore

to the plant site would give
GRDA the opportunity to deal
with both Chicago Nor-

.thwestern and the Burlington

Northern on a one-line haul al]
the way from the Powder
River Basin to our plant.”
Since coal accounts for bet-
ween and 40 and 50 percent of
total freight hauled by rail, the

'c_ompggition between two or

three railroads v /ing _for
(,}_BI_)_&S_bgsi\rEs?_i;ybound to
get them better rates,
Ekstrand feels,

“Having the ability to
negotiate with other railroads
which have the capability to -
bring the coal the total 1,034
miles from the mine to the
plant would end the need to
ship to Kansas City and
transfer to MKT Railroad for
the trip to the nlant,"”
Ekstrand said,

. Approximately 75 percent of .

the Authority’s coal cost con- »
sists of freight, according to -
Assistant General Manager
Jim Ekstrand.
"“Our ratepayers pay higher
rates because_the total cost
(Continued on Page Two)

/

per ton of coal is one quarter
fuel and three quarters freight
charges,” Ekstrand said.
“GRDA, like other bulk ship-
pers of grain, coal and
lumber, is a _captive_shipper.
We have no alternative to rail
shipment. The railroads have

'a_monopoly .and they have

been taking advantage of it, to
the detriment of our
ratepayers.”

The GRDA staff estimates if

railroad _freight rates were

more in line with actual.cost of .

providing service, the upcom-
ing. electric_rate increase
scheduled over the next three
years could be almost com-
pletely negated. I
“Although railroad contract
rates are confidential, we
have a general.idea what

other people pay -the’

e e . Dk e T
R :

—RR tracks—

{Continued from Page One)

railroads,” Ekstrand said.
“We are well aware that
GRDA pays more than a lot of
people to get its coal from

. Wyoming to Chouteau.”

Captive shippers have long
attacked the railroads’ prac-
tice of differential pricing,
where the coal shippers are
overcharged to subsidize
other cargo. !

Because the Authority is
faced with escalating railroad
freight rates and because the

I

Interstate  Commerce Com-
mission seems to be concen-...
trating solely on the task of...
improving carrier revenues,..
ignoring the problems of cap-,
tive shippers, the private
railroad proposal becomes
more and more attractive, -

The feasibility of the ™
railroad from Claremore to ~
Chouteau will have to be based ,
on an- economic survey and'"”
comparison of rates, Ekstrand
said. :




UVNUA TO \_onSICier B
Short-Line Railroad

By BOBMYCUE * *  meeting the main purpose of

Of the World Staff - * building the short-haui line would
VINITA — Grand River Dam be to_provide an alternate second
Authority has decided to study rail line_into_the plant and thus

whether to build a short-line rail- introduce competition into the

roac_as a_way of helping drive freighting of coal from Kansas

. down the cost ?;L‘cpgl,ge_uyery to City to the GRDA \ power plant. .
its Chouteau-area power plant. In July 1984 Chicago and

: _Asoutlined at the GRDA board Northwestern completed a 107.,
' meeting Wedncsday, the center- mile hookup into the vast Powder
——— River Basin coal fields in Wyo-.
. ming in a joint venture with the,

Related News on A-16 Union Pacific’d raijl unit. Pre.

- piece of the-plan to obtain more Viously, Burlington Northern do-

competitive rajl rates would be s Minated the huge western coal

- /! 25-mile stretch of line GRDA supply because it had the only
) would build from Claremgre to jts track into the region.

W,L coal-fired planf. east of Chou- The resolution approved by the

, teau. . GRDA directors stated there are-
g The short-line railroad, GRDA f‘"‘ds.a.‘t’.@il,a,b_leujtom_preyious
/ = / r?(( officials say, would have the ef- GBDé_rg\Lenue_bgn_d_issues__tq fi-- |

F#*

—

fect of putting three major rail pance. the building of the short- !
lines in the GRDA_coal_hauling Ixne_rallrﬁo_ag_gﬁtz_xxgx_ngi@m_‘.
business. . Clarerpore. . ) ]
~ Burlington Northern hauls coal __ Theiresolution said “Chicago
from Wyoming to Kansas City, Nor}:hwespexznwhas_Jpstj_nnopnced
Mo.. and from there the Missouri. itS_intention 1o build_a_railroad *
J 7 Karsas-Texas (Katy) line carries from Coal Creek Junction in Wyo- :
Ay o it to the GRDA generating com. MINg to the Caballo mine of
' = /%7 plex. The third railroad coming Exxon Coal Inc. (the GRDA Sup--,
& ). into tE>. GRDA rail hauling pic. Plier). It is expected-that the line .
ture is the Chicago Northwest- will take approximately three
ern. ‘ . years to complete. If competitive =
The resolution approved by the Tailrates to be obtained from Chi. -
board states, in part, “In an effort cago Northwestern. and the Bur- L2
to provide competition to the lington_Northern, mdic.a.ﬁeﬁthere'jf
Katy line for delivery of our coal are.enough dollars te be sax saved to : !
to the GRDA Unit 1 plant site, the Warrant building the raiiroaq.

—

s e coal committee :ccommends that from Claremore to the plant site, -

,‘ff/" o~ 3 ; the board direct management to that railroad, too, could be in ser- -

¥ ’]’b*‘ﬂ/ embark_on a_feasibility study of Vice within the three-year peri. :

ce€) N the economics of building a rajl. ©d. o -
ll]"}lﬁ» road from Claremore to the plant

site. Both the Burlington North-
. ern and the Chicago Northwest-
| ; ’ ern have access to Claremore and
S * a railroad from Claremore to the
plant site would give the GRDA
! the opportunity to deal with both
the Chicago North:western and the
Burlington Northern on a one-line
haul all the way from the Powder
; River Basin (in Wyoming) to our
plant” B
: GRDA officials said after the
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