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Before the

SURFACE TRANSPORTATION BOARD

Finance Docket Neo. 35087

CANADIAN NATIONAL RAILWAY COMPANY AND GRAND TRUNK
CORPORATION-CONTROL-EJ&E WEST COMPANY

COMMENTS AND REQUEST FOR CONDITIONS

Jay L. Schollmeyer.l/

for and on behalf of United Transpor-
tation Union-General Committee of Adjustment GO-386 (UTU/GO-386),
submits these comments and request for conditions, pursuant to
Decision No. 2, dated November 23, 2007 (served November 26). The
comments are addressed to the lead docket and Sub-Nos. 1 thru 7.
UTU/GO-386 represents persons employed by BNSF Railway

Company {(BNSF), primarily (but not exclusively) on lines of the
former Great Northern Railway Company (GN), and former Spokane,
Portland & Seattle Railway Company (SP&S). Seniority rights of
such personnel extend alsc to lines of the former Northern Pacific

Railway Company (NP), and Chicago, Burlington & Quincy Railroad

Company (CB&Q) .

1l/ General Chairman for United Transportation Union on lines of BNSF
Rajilway Company, with offices at 400 E. Evergreen Blvd., Vancouver,
WA 98660. The Notice of Intent to Participate, was filed December
10, 2007, at the time John D. Fitzgerald served as General Chairman
for UTU/GO-386.



The acquisition of Elgin, Joliet & Eastern Railroad Company
(EJ&E) by Canadian National Railway Company (CN} would adversely

’

affect persons employed by BNSF.

1. Competition-49 U.S.C. 11324(d) (1). The application fails
to adequately present evidence which would enable agency findings
on competition regarding railroad container traffic moving within
the U.S. via Ocean-Rail routes between the Far East and the U.S.
Midwest through Prince Rupert, BC, on the one hand, and U.S. West
Coast ports such as Tacoma, WA, and other ports in the States of
Washington, Oregon, and California, on the other hand. To be sure,

2/

there are some scattered references, outside the application,
but the $300 million transaction has been advanced to the public
in conjunction with CN container traffic via Prince Rupert, BC.
Railroad employees have seen such references. For example, at-
tached here as attachments 1, 2, and 3, are Aim for the Heartland
(Traffic World, Oct. 1, 2007}, Why CN is adding ‘J' (Journal of

Commerce, Oct. 22, 2007), and Fagt Track for CN'S Buy, Traffic

World, Dec. 3, 2007).1/

Although news items and press releases under certain circum-
stances are not evidence, the Board should not ignore the concerns
by the public and by railrocad employees, which are common knowl-
edge in the railroad industry. The divexrsion of export/import

traffic from U.S. ports, and via U.S. overland rail routes, would

2/ see, for example, Reply by Village of Barrington, pp. 5-7 (Nov.
19, 2007); EJ&E Village of Barrin ies,
No. 22 (Jan. 8, 2008).

3/ The International UTU has reported the comments of a financial
analyst linking the Prince Rupert business with the transaction.

See: UTU Press Release, EJ&E deal has CN on track to beat bottleneck
(Sept. 27, 2007).



diminish competition within the U.S. between and among U.S. ports
currently enjoying important container business, and between and
among U.S. rail carriers utilizing all-U.S. routes.

2. Employee conditions. The EJ&E today is primarily engaged
in terminal operations. The transaction will affect many rail
employees currently engaged in operations by different carriers in
the Chicago and other terminal areas. Employee protective condi-
tions should be imposed for all affected employees of the involved
railroads, including those of non-applicant carriers. Generally,
the Board does not impose protection for non-applicant carrier
employees, but there is an exception for employees in terminal
situations. This is such a terminal situation. The instant trans-
action, and Sub-Nos. 1-7, would justify protection for all affect-
ed employees. Accordingly, in the event the transactiocn(s) are
nonetheless approved, in whole or in part, protection should
extend to railroad personnel affected by the transaction who are
nevertheless employed in the Chicage and other terminal areas,
such as at Tacoma, WA, and other U.S. Pacific Coast ports.

Respectfully submitted,

GORDON P. MacDOU:zI

1025 Comnecticut Ave.
Washington DC 20036

January 28, 2008 o

ic

I hereby certify I have served a copy of the foregoing upon
all parties of record by first class mail postage-~prepaid.

ool
Washington DC Gordon P. MacDouJéi?uﬂ}\‘H“
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Aim for the Heartland

Prince Rupert hopes to link Asia, Canada,
U.S. Midwest via intermodal network

bult-from-scratch container
terminal at tiny Prince Rupen,
British Columbia, w open., and
the arview Contamner Turmi-
nal 1s Jonking forward to han-
dhing cargo

“This 15 the West Coast bypass 10 the
Midwest,” said Don Krusel, the port's
presudent and chief execulive

The real test of that assertion won't
come until the parl’s (irst container cus-
tomer, Cosco, begins weekly service at
Prince Rupert Oct 3]

Krusel said Prince Rupert offers new
opuons for shappers It also brings a new
port competitor Lo the trans-Paufic able

Poni officials expect Fairview's Phase |
to handle about 200,000 LU i s first
vear of operation, and 1o reach s operat-
1ng capacity of »00,000 TLLs shortly
thereafier 1hey estimate the port could be
moving 4 nulbon I'LLs annually by 2014

It's not yet Jear how Prince Rupert
will affect the competitive balance among
ports on North Amenica’s West Coast
I'he losses, if they do oceur, could be
spread among the ports of Tacoma, Scat
tle, Los Angeles and Vancouver, British
Columbua, all of which are closely watch-
ing developments at Prinwe Rupert

Tacoma, where about 70 percent of its
mtermaodal confaner volume 1 Jevined
for the same U § Mudwest markets that
Prince Rupert 1s targeting, eould be the
hardest hn, espeaally 1if Frince Rupert's
100 percent intermodal meadel carches on
with other trans-Pacific. carriers

Canadian ofhicials say the voming
years are expected to produce ample
growth 1n container volume for every-
one But they also acknowledge that
Prince Rupert 1s targeung the S Mid-
wesl, specifically the Chicagn and Mem-
phis-reginn markets

“We're auming straight for the hean-
land of North America,” said David L
Emerson, Canada’s minister of interna-

tional trade, munister tor the Pacific Gate-
way and Vancouver-Whistler Olvmpics
“There’s tremendous congestion on the
West Coast Rupert today 15 almost a
blank page and a tremnendous apportun
1y if we connect all of the preces together,”
he said "I would say the US Midwest 1s
the main target, but we don't see our
selves in competition with Seattle, Taco-
na, Los Angeles, etc It's one more logish-
cal prece that will drive North Amenican
unnpetitiveness”

Another reason that the timung 15 right
for Prince Rupert, kmerson sad, 15 "the

“We're aiming straight
for the heartland of
North America.’

slowness of expansion in Vancouver, plus,
1's virtually at capacity now”

“We want Prince Rupert to be part of
the competiive mix,” said hevin Falcon,
British Columbia’s minister of trans-
portation ‘It has real potential, n has a
wommunity that's excited about the port,
and a rail linc thats underutifized It
should have a siymficant advantage™

big selling pount for the port 1s that 1t 1s

nn the great circle route from Asia, mak-
mg it more than a day's satling time closer
to Asia than Vancouver and Seattle and
nearly three days closer than Los Angeles-
Long Beach The shorter smbing me from
Asia means a contamer from Asia will
amive m Chicago before a similar box will
reach Los Angeles Prince Rupert also has
deep water — a natural depth of 130 fect
n us harbor, and low-ude depths of nearly

Attachment 1

53 feet a1 berths — and roum 1o expan

Krusel said the port’s remote location,
more than 1,600 miles north of Seattle, 15
another advantage “Qur remoteness,
voupled with the fact that our rail corti-
dor to the Midwest stretches through
some uf the most sparsely populated
regions of North Amenca, creates seam-
lews and direct routing for gouwds destined
to central North Amenica,” he said

“1 don't think we are going head-1o-
head wath anv particular port,” Krusel saud
But he smd Prince Rupert 15 capitalizing on
its geographic advantage “If you're push-
ing a contamer o central North Amenca,
why send nt through a congested urban
market? That’s why we're confident ™

Ihere’s nut a truck gate tn sight or
planned at Fairview, meaming that the
restive trucker labor relations that have

dogged Canada’s Lower Mamland ports
won'l move porth Port and tertmnal olfi-
cials also say there 15 excellent longshore
umon support and cooperation They say
the local communuty, which includes a
large contingent of the Tsimslnan First
Nauons tribe, supports the project

It won't be long befere turther expan
sion will be necessary, if all goes avcording,
to plan Phasc 2 at 1arrview and another
new contamer facility, Termunal 2, on a
240-ucre site on nearby Rudley Island, are
well beyond the planming stages

It's a vartual certainty that the purt will
push ahead with Phase 2, which will add
another berth, 165 acres and an add
uonal 2 million TEUs of container
capacity at Fairview

“It's not a question of f, 1t's when!”
hrusel smd
BY BIL]I DIBENEDETTO

Ltz | %07 TRAFAG WORLD 33




-

oL

A
.

4

s -t
R

S
.

Why CN
is adding ‘J’

he shortest disiance between

two points 18 not always a

straight hine — especially of

it runs through the Chicago
metropolitan arca

Canadian Nauonal Radway 15
spending $300 muthon Lo acquire the
Elgin, Johct & Eastern Railway, a
Chicago-area switching line. Tt plans
to spend even more to upgrade the
line. Several secunties anatysts have
commenied that the deal seems to
make sense, although they think CN
ts paying a lot of money for an addi-
tion that won't produce that much
new revemue.

Thas transaction 15 not being done
for the usual reasons of extending a
franchuse or captunng new revenue
CN’s acquisiion of the “)" as 1t gen-
erally 1s known, really 1s all about
operating efficiency

It also demonstrates CN manage-
ment’s abihty Lo thmk in network
terms E Hunter Harmison, CN's pres-
wdent and chuel execuuve. told ana-
lysts that CN would gain a day by
ruung traffic around Chicago on the
*J," rather than through the worst of
the notonously congested metropoh-
1an area, as CN must do now

The deaision to buy the EJ&E
marks a sigmificant shift m CN's trads-
tional appreach to intermodal, which
could be charactenized as acceptance
but ot enthusiasm. Now CN 15
enthusiastic, and 1l 1s wagening $300
million to demonstrate its enthusiasm

The new contaner termnal at
Prince Rupert, Bntish Columba, re-
cerved its first shap thiy month, The
land portion of the mtermodal of all
boxes that pass through the termmal
will be on CN, which exclusively
serves the port Not only does com-

Octobor 22, 2007

inTERMODAL [UEALTAE]

LAWRENCE H KAUFMAN

petitor Canadian Pacific not serve
Prince Rupert, there aren’t even any
truck gates at the new termunal. With
no local economy recerving or dis-
patching contamers, it all will be rail
intetmodal traffic

Prince Rupert 15 a day closer to
Asian ports than other US, or
Canadian West Cousl ports. As CN
upgrades 1ts mamline route to eastern
Canada and the US Midwest, 1118
promoting the Prince Rupert route as
competitive with other routes 10 the
Midwest. Take a day out of the tran-
sit through Chicago, and CN can
compete with currently shorter and
faster U S. rail routes to Memphus.

The benefit of going around
Chicago through its suburbs rather
than through the congested central
aity -— and CN's existing route 15
among the most congested — apphes
to CN traflic from the east as well
CN carnes a lot of auoto parts and
fimshed cars between Mexico and
Detron and the manufactunng com-
plex in Ontano Auto parts aside, the
purchase of the “J” really is driven by
intermodal and CN's growing volume
of intermodal busmess

It was not always so. CN has the
smallest percentage of mtermodal to
total volume of any of the Big 6 Class
1 ranlroads. The decision to spend
$300 milhon essentially to gain a day
transiing Chicago demonstrates the
mportance CN now gives intermodal

CN management had believed
that rates were not high enough to
Justify new investment m intermodal
capacity. But the North Amencan rail
system 18 just that — a system. And
CN understands that.

Pnince Rupert gives CN an oppor-
tunity to expand its intermaodal busi-

Attachment 2

pess at fully compensatory rates (what
happens when there 1s no truck’or rail
compettion to undercut rates) The
business will grow even faster iff CN
can compete with carners on the US.
side of the border on volume to
Memphis and the Southeast.

CN* move aiso demonstrates that
mtermexial won't wait for government
10 act on 1nvestments to help improve
transportation cfficiency I’m referrmg
to the Chicago Regional Environ-
mental Transportation Efficiency pro-
grami to consolidate rarl corridors
through mewro Chucage and chiminate
many grade crossings. The pubhic-pn-
vate partnership would result 1n more
efficient rail operations and alleviate
lighway congestion, with private
intcrests paving for elements that ben-
efit them and the public paying for
projects that benefit it

Although CREATE was the result
of severa) years of negotiation,
Congress stiffed 1t i the last surface
transportauon law, CN officials say
ibe EI&E purchase has nothing to do
with delays in CREATE But
CREATE elcments that would help
CN the most are those at the back
end of the muluyear project, and CN
really cannot allow government delays
10 impinge on its business any more
than they already have Prince Rupert
1s a reality The business potenual of
reachung Memptus is a reality,
CREATE 15 not Therefore, the “J”
makes perfect sense to CN

Larry Kuyfmun, former intermodal
editor of The Journal of Cormmerce.
has worked in and written about
ravlroads for nearly 40 years

He can be contacted at
Lkauf8150%@aol com.

The Journal of Commerce ¢ www.joc.com 45
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Fast Track for GN’s Buy

STB calls purchase of short line EJ&E ‘Minor;
split decision ties approval to impact statement

anadran Nattonal Railway’s
planned purchase of most of
the Flgin, Joliet & Eastern's
Lines around Chicaga can pro-
ceed for fast regulatory review
as a “minor transaction” under

a ruling by the U.S Surface Transporta-
tion Board

The 2-1 deaision means the $TB could
approve CN’s purchase sometime next
spring, although the board did not se1 a
firm final date 1 order 10 first complete

an environmental impact assessment
Board Vice Chairman W Douglas Buttrey
dissented from the approval by Chawrman
Charles D Nottingham and Board mem-
ber Franais P Mulvey, preferning to treat
the deal as “agmficant”™ and taking up 0
10 months to work through it

CN now uses a max of owned tracks and
trackage nghts 10 snake throngh down-
town Chicago, North Amencas largest rai
hub Batthng congestion that can shred
freight schedules, CN for years has saud at
needs to improve its Chacago route

In late September, CN announced 1its
plan to buy what it would call EJ&E West
for $300 nullion from owner United States
Steel, to get a route that avords the down-
town by swinging west around the aty

CN plans to spend snother 5100 nullion
to upgrade tracks that run from Waukegan,
111, north of the Chicago, around and
below to Gary Ind, to the southeast A
smal} segment serving the Gary steel works
would remain with LS Sieel

The deat also comes just as CN 1s start-
ing trains from the new Maher contamner
terminal at the British Columbia Port of
Prince Rupert. Containerships already
dockeng there are unloading boxes des-
tined for the U 8. heartland, through
Chicago. <o the sooner CN gets a better
route wn that U S, gateway the sooner it
can cui debvery wmes frum Rupert

Industry sources say CN trains could
save as much as 24 hours by using FI&EW
‘That would make CN’s intermedal 1rains

CN has said it needs
to improve its
Chicage route.

more compentive with the U.S West Coast
ports and the ralroads that serve them

uch issues have BNSF Railway and Rep.

Peter Viscloskv, D-Ind , arguing for the
STB to slow Unngs down before giving 1ts
okav The agency ruled another deal this
fall, i which Canadian Pacific hought the
US regonal ine Dakota. Minnesota &
Eastern, qualifies for a “significant” review
that would last into next fall

In both cases, CP and CN are top-
ranked or Class [ carriers buying non-
Class [ lines, and sought “minor” status
and fast-track approval After the §TB
decision to give CPs deat a longer look,
analysts expected the same for CN

5$TB commisstoner Buttrey said that
“m bghrt of the configuration of Class 1

xaitroad hines, traffic flows, cnitical junc-

tures the EI&E offers m the Chicago area,
and the applicants' less than thorough
treatment of how thewr conselidation
would mmpact other carrers, 1 do pol

helieve apphicants have satnfied the stan-
dards necessary for the hoard to catego-

rize this transaction as ‘rinor

Visclosky 10ld the §1B he will partia-
pate 1n 1is review and asket that the deal
be given the longer treatment. He sayd jus
n Lake County, Ind, E)&E has 118 high-
way grade crossings that would be affected
by a “dramatic increase in rail trathic” if
CN absorbs the operator A quick review,
he said, “would not provide suffi tent ume
for all interested parties in Northwest
Indiana tn analvee the impacts™

BNSI did nat ask for “sigmificant” wa-
tus with 11s 10-month review schedule,
but vaid a 156-day process propused by
(N was 100 short to work out 1ssues that
BNSF was already discussing with CN

It said the purchase of E]J&L and
greater use of its track “could affect
BNSF's ability to provide eflicient, com-
petitive service to shippers whose traffic
moves 10, from or through the criucal
Chicago rail terminal 1t 15 unportant that
these concerns be resolved before the
buard approves the proposed transaction.

But (N bned up plenty of supporters,
from Canadian shippers sending loads to
US customers to abng US plastics ship-
per, major ocean carner, US barge Ine
and the head of the port at Memphis,
Tenn., where CN's intermodal trains
would go after dlearng Chicago

Weighung all in the balance, the 5I'B's
decision said it “has prehmmanly deter-
mined that anv anti-campettive effocts of
the transactim will clearly be outweighed
by the transaction’s antipated vontribu-
tion 1o the public interest m mecting wig-
nifican! transporiation needs.”

BY JOHN D BOYD
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