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BEFORE THE

SURFACE TRANSPORTATION BOARD

Finance Docket No. 34667

BNSF RAILWAY COMPANY — ACQUISITION AND OPERATION -
STATE OF SOUTH DAKOTA

APPLICATION FOR ACQUISITION AND OPERATION AUTHORITY

BNSF Railway Company (“BNSF”)’ hereby files this Application for authority under 49
U.S.C. 10901 and 49 C.F.R. Part 1150, Subpart A to acquire, and continue to operate, certain
railroad lines from the State of South Dakota (“State”) extending principally from Milepost
777.0 near Aberdeen, South Dakota to Milepost 650.6 near Mitchell, South Dakota; from
Milepost 518.9 near Sioux City, Iowa to Milepost 649.7 near Mitchell, South Dakota; from
Milepost 293.1 near Canton, South Dakota to Milepost 650.6 near Mitchell, South Dakota; from
Milepost 74.1 to Milepost 68.8 in Sioux Falls, South Dakota; from Milepost 68.8 near Sioux
Falls, South Dakota to Milepost 49.4 near Canton, South Dakota; and from Milepost 511.9 to
Milepost 518.9 in Sioux City, Iowa. The lines covered by this Application, referred to
collectively as the “Core Lines”, are described in full in the Operating Agreement between the
State and Burlington Northern Railroad Company (“BN”), BNSF’s predecessor, dated July 10,
1986, as amended. The total number of route miles proposed to be acquired is approximately

368 miles. A map showing the Core Lines is attached as Exhibit C, and a copy of the Operating

! The Burlington Northern and Santa Fe Railway Company changed its name, effective J anuary 20, 2003, to

BNSF Railway Company.




Agreement, as amended, is attached as Exhibit B. BNSF currently operates the Core Lines
pursuant to lease and seeks to convert its status from lessee to owner of the track and underlying
right of way.

As established in this Application, BNSF’s acquisition and continued operation of the
Core Lines will serve the public convenience and necessity. BNSF’s purchase of the Lines will
ensure that BNSF has the incentive to continue to invest in and upgrade the Core Lines over the
long run so that the over 23 years of growth in South Dakota rail traffic which has been achieved
by serving the transportation needs of South Dakota rail customers since BN initially
commenced operations over the Core Lines will continue. BNSF committed itself in 1981 to
meet the needs of South Dakota shippers over what were, at that time, the under-maintained,
light-density out-of-service rail lines of a bankrupt railroad with extremely limited rail traffic
potential, and the purchase of the Core Lines will enable BNSF to continue to fulfill that
commitment under a full-fledged common carrier obligation.

INTRODUCTION

BNSF has provided common carrier rail service over these former Chicago, Milwaukee,
St. Paul and Pacific Railroad Company (“Milwaukee Road”) lines since on or about July 6, 1981,
pursuant to a predecessor agreement to the Operating Agreement. Prior to that time, the
Milwaukee Road, which had entered bankruptcy in 1977, received approval from the Interstate
Commerce Commission (“ICC” or “Commission”) and the bankruptcy court to abandon the Core
Lines in 1980, along with much of the rest of its system, including other lines in South Dakota.
Richard B. Ogilvie, Trustee of the Property of Chicago, Milwaukee, St. Paul & Pacific Railroad
Co. — Abandonment — In South Dakota, Iowa and Nebraska, Docket No. AB-7 (Sub-No. 88)
(ICC served May 14, 1980); In the Matter of Chicago, Milwaukee, St. Paul & Pacific Railroad

Co., No. 7-B-8999 (N.D. IlL, June 9, 1980), Order No. 342A. The Milwaukee Road physically
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stopped operating over these lines and providing rail freight service of any kind to shippers
served by the lines at the end of March 1980. Pursuant to an agreement between the State and
the Milwaukee Road trustee approved by the bankruptcy court on October 27, 1980, the State
acquired the abandoned Core Lines from the Milwaukee Road estate in 1981. See Simmons v.
ICC, 697 F.2d 326, 329-30 (D.C. Cir. 1982). The State, however, had no operator for the Lines,
and they remained abandoned for well over a year.

Subsequently, BNSF’s predecessor, Burlington Northern, agreed to step in and operate
the Lines temporarily if the State would rehabilitate the Lines to minimum standards. BN then
obtained a Modified Certificate of Public Convenience and Necessity (“Modified Certificate™)
from the ICC to operate the Core Lines. Burlington Northern Railroad Co. — Operations — In the
States of IA and SD, ICC Finance Docket No. 29672 (served August 17, 1981). F ollowing
required rehabilitation to permit safe rail service, BN commenced operations over the Core Lines
beginning in early July 1981, which was the first direct rail service Core customers had received
in well over a year. Thereafter, the State and BN entered into the 1986 Operating Agreement
under which the State agreed to rent the Core System to BN with an option to purchase, and BN
agreed to operate the Lines and continue the necessary investments to run them. In reliance on
the State’s commitments, BN has invested tens of millions of dollars in the Core System over the
years and has nurtured the Core into a profitable enterprise for the State, BN/BNSF, and South
Dakota shippers and receivers located on the Lines. Another key part of the agreements with the
State was that BN, and subsequently BNSF, paid the State a tiered and escalating rental based on
a percentage of qualified gross revenues generated by traffic moving on the Core Lines: as traffic

increased on the Core Lines through BN and BNSF marketing efforts and investments by BN,




BNSF and shippers located on the Lines, the State received an increasing percentage of rental
funds from BN and BNSF in return for BN’s and BNSF’s operations over the Core Lines.

As mentioned, BN bargained for and received as a quid pro quo the option to purchase
the Core Lines at any time during the term of the Agreement. In June 2004, BNSF advised the
State that it desired to exercise that option. BNSF determined to exercise the option because
continued substantial investment for the long-run capital maintenance and improvement to the
Core Lines is more prudently made in lines that BNSF owns. Also, millions of dollars in rental
payments can be redirected into the investment needs of the Core System to sustain and grow the
business into the foreseeable future. BNSF plans no changes in rates, operations, or service as a
result of the purchase. The State has, however, refused to sell the Core Lines to BNSF , and the
parties’ dispute concerning BNSF’s purchase option is the subject of litigation in The Burlington
Northern and Santa Fe Railway Company v. State of South Dakota, Civ. No. 04-470 (S.D. 6"
Circuit).

BNSF recognizes that it will need to prevail in acquiring the Core Lines from the State
whether through voluntary conveyance by the State or involuntary conveyance as may be
ordered by the state court before BNSF can acquire title to the Lines. Nevertheless, inasmuch as
the Surface Transportation Board’s (“STB” or “Board”) authority pursuant to this Application is
permissive in nature, the filing of this Application is appropriate as a prerequisite to acquiring the
Lines. Moreover, the State has argued before the state court that BNSF’s exercise of its purchase
option requires the STB’s approval and has attempted to defeat BNSE’s purchase option rights
on grounds that no STB authority has been obtained. Accordingly, STB authority for BNSF to

acquire and continue to operate the Core Lines is being sought in this Application.
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APPLICABLE LEGAL STANDARDS

Since the Core Lines were abandoned, they are no longer subject to the Board’s
jurisdiction, and the acquisition and operation of the Core Lines by a rail carrier (here BNSF) is
subject to the prior approval requirements of 49 U.S.C. 10901 rather than those of 49 U.S.C.
11323. See Burlington Northern Railroad Co. — Acquisition and Operation Exemption — South
Dakota Railroad Authority, ICC Finance Docket No. 32017 (served April 2, 1992) at 2. BNSF
has therefore properly invoked the Board’s procedures at 49 C.F.R. Part 1150, Subpart A
applicable to Section 10901 acquisitions and operations.” The applicable statutory criteria for
regulatory consideration of the proposed transaction are set forth in 49 U.S.C. 10901(c) which
provides:

The Board shall issue a certificate authorizing activities for which
such authority is requested in an application filed under subsection
(b) unless the Board finds that such activities are inconsistent with
the public convenience and necessity. Such certificate may
approve the application as filed, or with modifications, and may

require compliance with conditions (other than labor protection
conditions) the Board finds necessary in the public interest.

49 U.S.C. 10901(c).

Under this section, the Board is required to grant requested acquisition and operation
authority unless it “find[s] affirmatively that such authority would be ‘inconsistent with the
public convenience and necessity’.” Bulkmatic Railroad Corp. — Acquisition and Operation

Exemption — Bulkmatic Transport Co., et al., STB Finance Docket No. 34145 (served November

19, 2002) (““Bulkmatic Railroad”) at 9. As the Board is aware, the language in the statute setting

2 It should be noted that ordinarily the acquisition of an underlying fee interest in a rail line from a state with

no common carrier obligation with no change in operator would not be subject to STB jurisdiction. See State of
Maine, Department of Transportation — Acquisition and Operation Exemption — Maine Central Railroad Co., 2
I.C.C.2d &35 (1991). Arguably, therefore, what is being reviewed in this Application is not an acquisition per se,
but rather only the effects, if any, of a change from a modified certificate of public convenience and necessity to a
full certificate.
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forth the standard for approval was changed by Congress in the Interstate Commerce

Commission Termination Act of 1995 (“ICCTA”), Pub. L. No. 104-88, 109 Stat. 803 (1995), to
make it easier for covered transactions to receive approval, and the revised language effectively
creates a presumption that transactions to which Section 10901 applies should be approved. See
Dakota, Minnesota & Eastern Railroad Corp. Construction into the Powder River Basin, 3
S.T.B. 847, 864 (1998) (“DM&E™).*> As the Board has stated, “although the statutory criteria of
public convenience and necessity remains, the burden of satisfying that criteria has been made
progressively easier.” Ibid.
Although the statute does not define the term “public convenience and necessity”, the

ICC and STB have identified factors to be considered in making the public convenience and
necessity determination. These include the financial fitness of the applicant and the public
demand or need for the service to be provided by the transaction. Id. at 863. The Board has
further indicated that:

Public convenience and necessity is also evaluated in light of the

rail transportation policy of 49 U.S.C. 10101. It has also been held

that the interests of shippers are matters of substantial importance

in determining the question of pubic convenience and necessity in
railroad construction applications.

1bid. (footnotes omitted).

It is well established under governing ICC/STB precedent that the public convenience
and necessity does not require that competitive remedies be imposed in a Section 10901
proceeding unless adverse competitive harm will arise as a result of the transaction. For

example, Portland & Western Railroad, Inc. — Lease and Operation Exemption — Lines of

3 While the Board’s statements in the DM&E case were made in the context of a construction proceeding, the

1995 change in the statutory language and the resulting presumption in favor of approval are equally applicable to
line acquisitions subject to Section 10901. See Bulkmatic Railroad, supra.
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Burlington Northern Railroad Co., STB Finance Docket No. 32766 (served Oct. 15, 1997)

(“Portland & Western”), involved the lease by BN of certain of its lines to Portland & Western.
The Board rejected contentions that revocation was warranted based on certain provisions in the
lease which effectively required Portland & Western to route its traffic over BN. The Board
found that the lease provisions did “not reduce the level of competition that existed . . . before
the lease since BN was free to route the traffic it originates over its own lines.” Id. at 6. The
Board then stated:

The Board and the Interstate Commerce Commission have

consistently held that carriers are not obligated to increase the

existing level of competition when they undertake sale or lease

transactions such as this one. See, e.g., Montana Rail Link, Inc.--

Exemption, Acquisition and Operation--Certain Lines of

Burlington Northern Railroad Company, Finance Docket No.

31089 (ICC served May 26, 1988) and South Carolina Central

Railroad Company, Inc.--Purchase and Lease--CSX

Transportation, Inc., Lines in Georgia and Alabama, Finance
Docket No. 31360 (ICC served May 4, 1989).

Ibid. Accordingly, because the pre-transaction setting had been “preserved, not altered,”
revocation was denied.

Similarly, in Montana Rail Link, Inc. — Exemption, Acquisition And Operation — Certain
Lines of Burlington Northern Railroad Co., ICC Finance Docket No. 31089 (served May 26,
1988) (“May 26, 1988 Decision”), petitions were filed to revoke the class exemption which had
provided the authority for Montana Rail Link (“MRL”) to acquire and operate over 800 miles of

BN’s lines in Montana.* One of the principal grounds advanced for revocation was that the sale

4 MRL’s notice of exemption was filed pursuant to 49 C.F.R. 1150.31, the same provision under which

BNSF filed its verified notice of exemption in Finance Docket No. 34645 on December 23, 2004, Notwithstanding
the significant controversy raised by the proposed sale of the BN lines to MRL and the filing of petitions to stay by
the Montzna Department of Commerce (“MDOC”) and the Montana Public Service Commission (“MPSC”) (whose
petition asserted that the use of a § 1150.31 notice was “inappropriate” given the “very controversial” nature of the
transaction and the extensive opposition), the ICC held that nothing in its rules or decisions limited the use of the
(cont’d)
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would “not foster rail competition in furtherance of the national rail transportation policy” and
that “competitive alternatives available to shippers . . . might be reduced or eliminated.” May
26, 1988 Decision at 6. The Commission rejected the argument:

Contrary to petitioners’ allegations, our class exemption rules do

not require MRL to establish that this transaction will result in

increased competition. Petitioners are in error in contending that a

transaction cannot qualify for this exemption unless it will actually

increase the level of competition existing prior to the sale, or,

stated differently for the circumstances here, that BN’s competitors

must be placed in a better competitive posture (even at BN’s

expense) than they were in prior to the transfer. Our concern is

with the competitive aspects flowing from the transaction itself.
Id. at 15 (emphasis added).” The Commission also rejected the claim that the sale would cause
adverse competitive impacts because BN had sole control over the lines prior to the transaction.
1bid. The Commission concluded by stating that, “because . . . this transaction will not reduce
competition, there is no need for us to impose any restrictions or conditions here.”® Id. at 16.
See also Horsehead Corp. — Petition for Acquisition and Operation Exemption — Chestnut Ridge

Railway Company, STB Finance Docket No. 34481 (served March 12, 2004) at 2 (regulation

under 49 U.S.C. 10901 not required when there is no loss of rail competition and no change in

(... cont’d)

exemption to short lines or insignificant transactions and that the revocation process provided an adequate remedy to
address the concerns raised. Decision (served July 31, 1987) at 2.

5 On rehearing, MPSC argued that BN’s pre-transaction operations were anticompetitive and demonstrated
monopoly power and that by perpetuating that situation through approval of the transaction the Commission had
acted conlrary to the relevant statutory provisions. The Commission, however, reaffirmed its May 26, 1988
Decision and rejected “MPSC’s allegation that the so-called competitive status quo test enunciated in Class
Exemption conflicts with the pro-competitive provisions of the Staggers Act.” Decision (served November 17,
1988) at 2.

6 Further, the Commission responded to claims raised by Billings Grain Terminal, Inc. (“BGT”), an
exclusively-served shipper on BN’s lines, that BN had engaged in improper rate actions. The Commission held that
the sale of the lines to MRL did not result in any increased BN ratemaking power and that, in any event, BGT’s rate
claims “should be presented in a formal complaint proceeding rather than in a revocation proceeding.” May 26,
1988 Decision at 15.
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rail service); Wisconsin Central Ltd. — Exemption, Acquisition And Operation — Certain Lines of

Soo Line Railroad Co., ICC Finance Docket No. 31102 (decided July 8, 1988) (“Wisconsin
Central”) at 13,7

Accordingly, BNSF’s acquisition of the Core Lines should be approved unless the Board
can affirmatively conclude, based on the evidence submitli}ed in the record, that the acquisition of
the Lines would not be in the public convenience and necessity. There is a Congressionally-
mandated presumption favoring approval, and the burden rests on parties opposing the
transaction to establish that, based on effects “flowing from the transaction itself,” denial is
justified. As established below, the State will not be able to meet that burden because BNSF’s
purchase of the Core Lines will in fact be in the public intérest — it will ensure BNSF’s
willingness to invest in the Lines to continue the successful revitalization of rail service in the
State for the long run, and BNSF will assume a full-fledged common carrier obligation as to the
Core Lines. Moreover, merely changing BNSF’s status as lessee to owner will not alter the
competitive landscape that exists today, nor will it have any resulting service performance or rate
impacts on shippers and receivers who currently enjoy BNSF service from the Core Lines, and
accordingly the transaction cannot be demonstrated to be inconsistent with the public

convenience and necessity.

7 Further, in Wisconsin Central Ltd. — Acquisition Exemption —~ Tomahawk Ry., Ltd. Partnership, STB

Finance Docket No. 33358 (served June 2, 1997) at 2, the Board held that regulation under 49 U.S.C. 10902 (which
has an identical approval standard as Section 10901) was not required|because the “proposed acquisition merely
shifts ownership of the line to the rail carrier that has been the physical provider of rail service in recent years.
Service will continue unchanged and no shipper will lose access to any rail service that it currently receives.
Competition or transportation options for the shipping public will not be reduced.”
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FACTUAL BACKGROUND

As described in the attached Verified Statement of Christopher M. Randall (“V.S.
Randall”), this Application has its genesis in the Milwaukee Road’s bankruptcy and
abandonment of approximately 1,000 miles of rail lines located within the State of South Dakota.
These rail lines included the Core Lines, which run through South Dakota’s wheat, corn, and
soybean belts, extending approximately 368 miles from Canton to Mitchell, from Sioux Falls to
Canton, and from Aberdeen to Sioux City, lowa. The abandonment of these rail lines in 1980
produced a crisis for South Dakota’s agricultural producers, who depended on the Core Lines, in
particular, to provide affordable access to some of their most important markets. V.S. Randall at
2.

The State purchases the abandoned Core Lines

In response to these exigent circumstances, Governor William J. Janklow called upon the
South Dakota Legislature to approve a plan for the State to purchase the Core Lines and recruit a
railroad to resume operations on the most critical of the abandoned lines. The Legislature
ultimately approved the approximately $14.9 million purchase, made pursuant to the former
railroad’s bankruptcy proceedings, and financed the acquisition with a temporary one-cent
increase in sales taxes. The State, however, had no one to operate the lines. V.S. Randall at 2.
Much of the 1981 legislative session was consumed with attempts to find a way to bring the lines
back into operation. It was generally acknowledged at the time that, because the Core Lines had
proved to be grossly unprofitable and much of the track was in a state of utter disrepair, the State
would have to provide millions of dollars in ongoing financial assistance in order to entice any

railroad to resume operation of the lines. /d. at 2-3. This unpleasant prospect proved to be even

10
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more controversial than the State’s original decision to purchase the rail lines.®* When the

Legislature failed to resolve the crisis during its regular session, Governor Janklow convened a
rare special session, which eventually produced a temporary compromise solution that utilized
bookkeeping devices to earmark at least some revenue for|the anticipated multi-million dollar
subsidies.” Even with the approval of this stopgap measure, however, the State was unable to
finalize an agreement with any railroad to resume operatians on the abandoned Core Lines.

BN agrees to revive the Core Lines without|State operating subsidies

In June of 1981, however, the State announced that it was negotiating with BN to take
over and operate the Core Lines.'"® On June 16, 1981, it w%\s announced that BN had agreed to a
tentative deal to operate the Core Lines without any ﬁnandﬁial subsidy from the State. As
reported at the time: ‘

Gov. William Janklow couldn’t begin to hide his satisfaction
Tuesday morning in announcing that South|Dakota finally has an
operator for its railroad. “Look at that,” he|said in rapid staccato,
pointing to a line from a news release his office had just issued to
reporters, “No subsidy. It says ‘no subsidy,” Isn’t that
something?”’ 3

The object of Janklow’s buoyancy was a tentative agreement,
signed Monday and announced Tuesday, whereby the powerful
Burlington Northern Railroad would run trdins on South Dakota’s
publicly owned rail system without money from state taxpayers.''

8 See “Legislators must find way to run trains,” Sioux Falls Ar. ! us Leader, Jan. 2, 1981, Page 1A; “State rail

plan in jeopardy again,” Sioux Falls Argus Leader, Jan. 9, 1981, Page [1A; “Uncertainty rides the rails in S.D.,”
Sioux Falis Argus Leader, Feb. 12, 1981, Page 1D. Newspaper articles documenting the relationship between the
State and BN/BNSF have been collectively marked in chronological order as Exhibit 1.

|

See “State rail plan back on track,” Sioux Falls Argus Leader| May 19, 1981, Page 1A.

See “BN considered as state rail operator,” Sioux Falls Argus!Leader, June 8, 1981, Page 1A.
|

“BN to run trains on S.D. rails,” Sioux Falls Argus Leader, Jdne 17, 1981, Page 1A.
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Pursuant to this agreement, BN would assume and maintain operation of the Core Lines through

June 30, 1986. The agreement provided both BN and the State with the right to cancel the
agreement after 3 years. V.S. Randall at 3. The agreement ensured South Dakota’s producers
access to BN’s vast network of rail lines, resulting in faster and more efficient access to a
broader selection of markets than had been accessible via the Milwaukee Road over its pre-
abandonment network at extremely competitive rates.'” As Governor Janklow extolled, “[t]his
opens new markets for our grains in Asia and Africa and all over the world. For the first time,
we have access to the Gulf of Mexico, the St. Lawrence Seaway and the Pacific Northwest.”!?
Rather than pay any subsidies whatsoever to BN, the State would instead simply contribute
financially to the repair of its own deteriorated Core Lines. Although a final agreement was not
actually finalized and executed until December 22, 1981, BN relied on its handshake agreement
with the State and began operations on the Core Lines almost immediately."* Because the rail
lines had been abandoned by a carrier and subsequently purchased by the State, and therefore
removed from the jurisdiction of the ICC, BN has operated the Core Lines ever since pursuant to
a modified certificate of public convenience and necessity. See Exhibit J (Corrected Modified

Certificate served August 11, 1991).

See id. at 2A.

“Janklow: Rails have promising future,” Sioux Falls Argus Leader, Dec. 23, 1981, Page 1C.
1 See ““State, BN officials to work out rail agreement,” Sioux Falls Argus Leader, Aug. 20, 1981, Page 1D;
“State, BN near rail contract,” Sioux Falls Argus Leader, Sept. 2, 1981, Page 5B; “State, BN dedicate railroad,”
Sioux Falls Argus Leader, Sept. 23, 1981, Page 1A; “Core trains are running, despite unsigned contract,” Sioux Falls
Argus Leader, Nov. 13, 1981, Page 1C; “South Dakota, BN to sign contract Tuesday,” Sioux Falls Argus Leader,
Dec. 19, 1981, Page 1B; “Long-awaited BN pact includes some quirks,” Sioux Falls Argus Leader, Dec. 22, 1981,
Page 1C; “Myers says Burlington investing $140 million in S.D.,” Sioux Falls Argus Leader, June 4, 1982, Page 2B;
“Myers praises Burlington Northern’s work,” Sioux Falls Argus Leader, Sept. 26, 1982, Page 4B.
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BN agrees to extend its commitment to operate
the Core Lines in exchange for purchase rights

On July 1, 1986, the State and BN agreed to extend their contractual relationship and
entered into a revised Operating Agreement. See Exhibit B."> The revised agreement extended
BN’s operation of the Core Lines for an additional 15 years, with optional cancellation rights for
both parties after 5 years and again after 10 years. In exchange for extending its commitment to
the Core Lines, BN received as a quid pro quo the contractual option to purchase the lines from
the State at a price determined pursuant to a formula set forth in the Agreement. V.S. Randall at
3-4. This option to purchase is contained in Article 3, § E.2, which provides, in part:

2. Option to Purchase Rail Facilities. BN shall have the
option to purchase the entire Rail Facilities, which for purposes of
this section includes right-of-way fences, buildings not used by the
Operator, overhead bridges, and industry and elevator tracks, at
any time during the term of this Agreement, provided that, at such
time, BN is not in default hereunder. BN may elect to purchase the
entire Rail Facilities by paying to the State an amount equal to the
purchase price, which the State paid to the Chicago, Milwaukee,
St. Paul & Pacific Railroad Company for the rail facilities plus any
state funds that were used for Rehabilitation of the Rail Facilities.
Federal funds used in the Rehabilitation of said Rail Facilities shall
not be considered in determining purchase price. ...

On August 7, 1991, the Operating Agreement was amended to further extend its term through
July 1, 2020. See Exhibit B. BN’s option to purchase was preserved unaltered by the 1991
amendment, and the optional cancellation rights for both parties were deleted.

The 1991 negotiations occurred in an environment when both BN and the South Dakota

Department of Transportation were focused on providing a stable rail transportation environment

15 See also “State negotiates to extend rail deal,” Sioux Falls Argus Leader, July 1, 1986, Page 3C;

“Burlington signs 15-year lease,” Sioux Falls Argus Leader, July 11, 1986. Page 1A, 2A (“The agreement gives
Burlington Northern the option to buy the state-owned core system at any time during the contract period for about
$26 million, the amount the state has spent to purchase and repair the system.”).
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for South Dakota shippers. V.S. Randall at 4. This could be achieved only by making further

infrastructure improvements that were required by traffic growth. The immediate infrastructure
needs were to replace some light (less than 90 Ib.) rail and to expand capacity at the Mitchell,
South Dakota yard. The amendment created a framework that allowed these improvements to
occur and, in turn, supported ongoing shipper investments and even further traffic growth, In
reliance upon the mutual assurances under the Operating Agreement, including the option to
purchase, BNSF invested well over $50 million in capital improvements to the Core Lines
between 1994 and the present. Id. at 4-5. In addition, a number of shippers invested millions in
new facilities along Core Lines in response to BN and BNSF marketing programs and in
anticipation of long-term uninterrupted access to the markets served by the broad geographic
reach of BNSF’s network. /d. at 5.

The 1991 amendment represented a significant step in the journey from bankruptcy and
abandonment to the restoration of stable, high quality, self-sustaining rail service. Now,
culmination of the permanent acquisition of the Core Line by BNSF as originally envisioned by
the parties'® will successfully complete the final chapter of a remarkable and historic public-

private partnership.

16 At the time the Operating Agreement was executed in 1986, Jim Myers, Director of the Division of

Railroads in the South Dakota Department of Transportation, stated that the Agreement would make it easier for BN
to purchase the Core Lines if BN wanted to continue operating on the Lines after the expiration of the Agreement.
“Burlington signs 15-year lease,” Sioux Falls Argus Leader, July 11, 1986. Page 1A. Myers also noted that, through
BN’s service and lower rates, the State had “more than recovered [its] investment in the rail facilities” and that, once
BN had paid off the government loans that were to be used to repair the state-owned “mainline”” (from Ortonville,
Minnesota through Aberdeen to Miles City, Montana), “[t]he idea is that the railroad would then have the money
available to buy the core system.” Id. at 2A.
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An unparalleled success

To date, BNSF’s decades-long commitment and partnership with the State to rehabilitate
and revive the Core Lines has been, by any standard, an unparalleled success.!” In 2004, more
than 43,000 carloads moved over the Core Lines, compared to less than 6,000 carloads that were
expected in 1981, an increase of more than seven-fold, not including a larger capacity growth
brought about by the transition to larger capacity cars which, individually, transport more
product than equipment fleets of the early 1980’s. V.S. Randall at 5. Combined with significant
investments by grain shippers and BNSF, the Core Lines are a shining example of private
investment creating modern grain handling and transportation systems with benefits to shippers
and communities as well as the State of South Dakota. This efficiency stands in stark contrast to
the obsolete and economically unsustainable system the Milwaukee Road and its customers had
abandoned. Indeed, an evaluation of the State’s rail system issued in 1991 by the Office of the
then Director of the State Division of Railroads, John Thune, found that the operation of the Core
Lines by BN “has achieved objectives far beyond our expectations.”'®

As Mr. Randall describes, the Core Lines were only one component of the South Dakota-
BN partnership to restore and eventually enhance essential rail service to many South Dakota
shippers who had few, if any, options for continued service at the time of the Milwaukee Road

bankruptcy. V. S. Randall at 5-6. The State and BN worked out arrangements first to start

17 See “State succeeds with rail system: For many towns, a lot is riding on system’s success,” “State

concerned with maintaining system, not growth,” “Janklow, ex-legislators remember heated fight,” Sioux Falls
Argus Leader, Aug. 11, 1991, Page 8A; “Rail action turned low point to a high,” Sioux Falls Argus Leader, Aug. 11,
1991, Page 10A. As Mayor Amold Janssen of Emery, South Dakota stated in 1991 on the tenth anniversary of BN
service on the Core Lines: “I shudder to think what we’d be here in Emery if that rail line had been closed down for
the past 10 years. I'm just afraid this town would have faded away.” Ibid. (“For many towns, a lot is riding on
system’s success™).

18

Page 8A.

See “State concerned with maintaining system, not growth,” Sioux Falls Argus Leader, Aug. 11, 1991,
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service to the defunct Core Lines and then turned their attention in the early 1980°s to an even
larger problem — the looming demise of the East-West mainline connecting the Core Lines at
their north end to the North American rail network. After South Dakota expended funds to
acquire the Core Lines, the former Milwaukee Road mainline between Ortonville, Minnesota and
Terry, Montana, connecting with the Core Lines at Aberdeen, South Dakota, was put on the
block by the Milwaukee Road’s trustee independently, and its fate was undetermined. The
State’s initial investment in the Core Lines was critically at risk. Through a bold and innovative
series of transactions, South Dakota and BN partnered together with the federal government and
other governmental and private entities to develop a plan for South Dakota to acquire this former
mainline trackage and to contract with BN for continued and permanent rail service over it. In
return for a purchase option, which has been exercised and honored by South Dakota, BN retired
the bonds South Dakota issued for the mainline acquisition and paid off South Dakota’s debt to
the Federal Railroad Administration for a loan received by the State for rehabilitation funds. 7d.
at 6. This commitment just to keep the mainline connecting to the Core Lines and pay off the
associated debt represented an extraordinary investment by BNSF of approximately $60 million,
plus interest. Ibid.
BNSF exercises its contractual option to purchase

On June 29, 2004, BNSF exercised its contractual option to purchase the Core Lines that
it had spent the past 23 years nurturing into profitability. See Exhibit K (Notice of Exercise of
Election to Purchase Rail Facilities). The South Dakota Core has become an important source of
grain for domestic and international customers and markets served by BNSF. These markets
include not just the export grain markets traditionally important to South Dakota since 1981, but
also domestic markets such as grain processing and cattle feeding. Since 1981, BNSF has

established 10 grain shuttle facilities along the Core Lines, converting this once defunct
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branchline system into a state of the art heavy-haul, highly efficient major bulk grain artery on
BNSF’s network. V.S. Randall at 6. BNSF needs to invest in assets (such as rail) that have a
useful life beyond the term of the current Operating Agreement. Such investments are most
prudently made in an ownership environment rather than an operating environment where South
Dakota would own all improvements at the end of the term. Id. at 6-7. Also, cessation of
millions of dollars annually in rental payments would free up resources for further investment in
growing the business on the Core Lines. /d. at 7. Finally, rail shippers who have invested in
grain and other handling facilities along the Core Lines, or who might contemplate doing so in
the future, would more likely do so with an assurance of long-term access to stable rail service
(implementing long-term marketing and operating plans) and with continued access to present
and future significant national and international markets. /bid.

Despite repeated requests from BNSF, the State has failed to fulfill its contractual
obligations to supply the appropriate information for calculation of the purchase price pursuant
to the terms of the parties’ contract. Specifically, the State has not supplied BNSF with the exact
original purchase price of the Core Lines from the Milwaukee Road as well as the amount of
State funds used to rehabilitate the lines. In addition, the State has refused BNSF’s offer to
tender, in cash, the purchase price for the Core Lines established by the Operating Agreement.
The Stare’s failure to supply this information and failure to accept BNSF’s offer to tender the
contractual purchase price amount to an intentional refusal to perform contractual obligations

imposed by the Operating Agreement upon the State.
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STB proceedings

On December 10, 2004, the MRC Regional Railroad Authority and Dakota Southern
Railway Company (“Dakota Southern”) filed seven-day notices of exemption under 49 C.F.R.
1180.2(d)(7) for trackage rights over certain portions of the Core Lines."” Subsequently, on
December 29, 2004, Sioux Valley Regional Railroad Authority and D&I Railroad Company
(“D&I”) filed similar seven-day notices of exemption for trackage rights over other portions of
the Core Lines.?’ BNSF advised the Board that the State’s efforts to grant trackage rights
exceeded the State’s contract authority and that the scope of the State’s rights in that regard was
subject to pending litigation. The Board made clear in its exemption notices that the exemptions
were “permissive” and did not give the applicants trackage rights if they were not contractually
entitled to such rights.

On December 23, 2004, BNSF filed a seven-day notice of exemption under 49 C.F.R.
1150.31 to acquire and continue to operate the Core Lines.?’ On December 29, 2004, the State
of South Dakota filed a petition to stay the notice pending the petition to revoke that the State
indicated it was going to file. On that same day, the Board issued a “housekeeping stay” of
BNSF’s notice until January 14, 2005, to allow time for the Board to consider the issues
presented by the stay petition “in a more orderly fashion.” Decision (served December 29, 2004)

at 2.

19 See STB Finance Docket No. 34630, MRC Regional Railroad Authority — Trackage Rights Exemption —

Lines of the State of South Dakota, and STB Finance Docket No. 34630 (Sub-No. 1), Dakota Southern Railway Co.
— Trackage Rights Exemption — MRC Regional Railroad Authority.

2 See STB Finance Docket No. 34646, Sioux Valley Regional Railroad Authority — Trackage Rights

Exemption — Lines of the State of South Dakota, and STB Finance Docket No. 34646 (Sub-No. 1), D&I Railroad
Co. - Trackage Rights Exemption — Sioux Valley Regional Railroad Authority,

u See STB Finance Docket No. 34645, The Burlington Northern and Santa Fe Railway Co. — Acquisition and

Operation Exemption — State of South Dakota.
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On January 14, 2005, the Board issued a decision rejecting BNSF’s notice of exemption
on the ground that the class exemption procedures of 49 C.F.R. Part 1150, Subpart D are
“typically reserved for uncomplicated and noncontroversial cases.” Decision (served January 14,
2005) at 2. The Board found that BNSF’s proposed transaction was neither “routine” nor
“noncontroversial” and that the competitive issues the State intends to raise are not
“uncomplicated”.?? Id. at 3. In its decision rejecting BNSF’s notice, the Board instructed BNSF
to file *“as soon as possible” either a 49 U.S.C. 10502 individual petition for exemption or a
formal 49 1.S.C. 10901 application. /d. at 4.

In accordance with 49 C.F.R. Part 1150, Subpart A, BNSF submits the following

Application for authority to own in lieu of lease and to continue to operate the Core Lines:

OVERVIEW (Section 1150.2)

(a) A brief narrative description of the proposal.

As set forth in detail above, BNSF proposes to acquire and operate the Core Lines
pursuant to its purchase option rights in the Operating Agreement.

(b) The full name and address of applicant(s).

BNSF’s full name and address is:

BNSF Railway Company
2500 Lou Menk Drive
Fort Worth, TX 76131

z The Board did not, at that time, also revoke or otherwise withdraw its exemption approvals of the

interrelated Dakota Southern and D&I trackage rights filings, which are neither “routine” nor “noncontroversial”, in
order to allow the public, BNSF and the Board to more closely scrutinize those transactions.
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(@

INFORMATION ABOUT APPLICANT(S) (Section 1150.3)

The name, address, and phone number of the representative to receive

correspondence concerning this application.

Correspondence relating to this Application should be directed to the following

representatives of BNSF:

(b)

©)

Adrian L. Steel, Jr.

Robert M. Jenkins 111

Mayer, Brown, Rowe & Maw LLP
1909 K Street, NW

Washington, DC 20006-1101

Sarah W. Bailiff

BNSF Railway Company
2500 Lou Menk Drive
Fort Worth, TX 76131

Facts showing that applicant is either a common carrier by railroad or has been
organized to implement the proposal for which approval is being sought.

As reflected in the Board’s records, BNSF is a Class I carrier.

A statement indicating whether the rail line will be operated by applicant. If not,
the operator which has been selected must join in the application, and provide all
information required for an applicant. If the operator has not yet been selected,
state who is being considered.

BNSF will continue to operate the Core Lines once they have been acquired pursuant to

the Operating Agreement.

(d

(e)

A statement indicating whether applicant is affiliated by stock ownership or
otherwise with any industry to be served by the line. If so, provide details about the
nature and extent of the affiliation.

BNSF is not affiliated with any industry served on the Core Lines.

Date and place of organization, applicable State statutes, and a brief description of
the nature and objectives of the organization.

BNSF’s predecessor, Great Northern Pacific and Burlington Lines, Inc., was incorporated

in 1961 under the laws of the State of Delaware. Through various subsequent transactions and

amended and restated certificates, The Burlington Northern and Santa Fe Railway Company was
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certificated effective December 31, 1996. A restated Certificate of Incorporation of The
Burlington Northern and Santa Fe Railway Company was filed in the Office of the Secretary of
State of Delaware on January 20, 2005, and the name of the company changed to BNSF Railway
Company. BNSF is a Class I rail carrier which provides rail transportation services in 28 states
and two Canadian provinces.

®) If a corporation, submit:

(1) A list of officers, directors, and 10 principal stockholders of the corporation
and their respective holdings. A statement whether any of these officers,
directors or major shareholders control other regulated carriers. Also a list
of entities, corporation(s) individual(s), or group(s) who control applicant,

the extent of control, and whether any of them control other common
carriers.

A list of BNSF’s officers and directors is attached hereto as Exhibit L. None of these
officers and directors control other regulated carriers. BNSF is wholly-owned and is controlled
by Burlington Northern Santa Fe Corporation, which does not directly control any other common
carriers. BNSF Railway Company owns or controls the common carriers listed on Exhibit M.

2) As exhibit A, any resolution of the stockholders or directors authorizing the
proposal.

A copy of the Unanimous Written Consent of the BNSF Board of Directors authorizing
the purchase of the Core Lines is attached as Exhibit A hereto.?

Paragraphs 2(g), 2(h), 2(i), and 2(j) are inapplicable.

B The amount authorized for the purchase by the BNSF Board of Directors has been redacted in that such

amount is highly confidential and commercially sensitive. If the Board needs an unredacted copy of the Unanimous
Written Consent, BNSF will provide a copy under seal.
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INFORMATION ABOUT THE PROPOSAL (Section 1150.4)

(a) A description of the proposal and the significant terms and conditions, including
consideration to be paid (monetary or otherwise). As exhibit B, copies of all
relevant agreements.

The terms and conditions of BNSF’s option to purchase the Core Lines, including the
methodology for determining the purchase price, are set forth in the Operating Agreement
(Exhibit B) and as described above. The amount of consideration to be paid is the subject of
litigation in the state court in Pierre, South Dakota. That amount will, at a minimum, exceed the
State’s original purchase price for the Core Lines (estimated at $14-15 million).

(b) Details about the amount of traffic and a general description of commodities.

As set forth in Mr. Randall’s Verified Statement, the Core Lines carried more than
43,000 carloads of traffic in 2004. V.S. Randall at 7. The principal commodities transported
include wheat, corn and soybeans, but also include building products, consumer products and
chemicals. BNSF operates 10 grain train shuttle facilities on the Core Lines.

(c) The purposes of the proposal and explanation of why the public convenience and
necessity require or permit the proposal.**

BNSF has made the determination that the continued investment in the Core Lines that
will be required to handle future traffic growth on the Lines is more prudently made in an
ownership environment. Accordingly, it seeks by this Application the necessary authority to
exercise the option that it bargained for and acquired as part of its overall agreement with the
State to provide service over lines that had been abandoned after years of unprofitable
operations. As set forth in Mr. Randall’s Verified Statement, the option was granted as a quid

pro quo in return for BNSF’s committed capital risk and substantial rental payments. V.S.

24

ICCTA.

The language of 49 C.F.R. 1150.4(c) does not reflect the applicable statutory standard as modified by the
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Randall at 3-4. Moreover, BNSF’s provision of service over the Lines subjected it to substantial
risks and required BNSF to undertake action in the public interest without any assurance as to the
final terms under which it would provide service. In addition, since 1994, BNSF has invested
over $50 million in capital expenditures to improve service and build business on the Core Lines.
/d. at 5. Had BN not been willing to assume these risks and make these investments, the State of
South Dakota would have been left without viable rail service for an indeterminate number of
years.

Accordingly, BNSF’s proposed acquisition of the Core Lines cannot be found to be
inconsistent with the public convenience and necessity. It is in fact fully consistent with the
public interest. BNSF’s provision of service without subsidy for the past 23 years has, by the
State’s own admission, been a significant success, and the public interest has been served
through the increased access BNSF has provided to South Dakota’s agricultural producers and
other shippers. As Governor Janklow proclaimed: the Operating Agreement opened new
markets for the State’s grain “in Asia and Africa and all over the world . . . [with] access to the
Gulf of Mexico, the St. Lawrence Seaway and the Pacific Northwest.”?’ And, indeed, the
success has been astounding. Freight traffic on the Core Lines has increased from an expected
6,000 carloads in 1981 to more than 43,000 carloads in 2004. V.S. Randall at 5. The purchase
option is an integral part of the terms and conditions pursuant to which BNSF has provided and
continues to provide high quality service to South Dakota, and the public interest cannot properly
be found to require that BNSF should be deprived of the benefit of its bargain where BNSF

undertook at substantial risk the very kind of “new and innovative rail operations” that

» “Janklow: Rails have promising future,” Sioux Falls Argus Leader, Dec. 23,1981, Page 1C.
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deregulation under the Staggers Act was designed to encourage. See Wisconsin Central, supra,
at 3.%

Further, contrary to the allegations made by the State in its petition to stay,”” BNSF’s
purchase of the Core Lines will not change the existing competitive access situation and will not
reduce or eliminate any South Dakota shippers’ shipping options. In its petition, the State argued
that the issue presented by BNSF’s proposed acquisition of the Core Lines is whether the STB
would allow “BNSF to ‘alter the landscape’ and eradicate the seamless transportation system
which the State had previously created.” Petition to Stay at 13. The State further contended that
the trackage rights which it has granted to the MRC Regional Railroad Authority for operation
by Dakota Southern over the Core Lines between Mitchell, South Dakota and Sioux City, Iowa
and to the Sioux Valley Regional Railroad Authority for operation by D&I over the Core Lines
between Elk Point, South Dakota and Sioux City, Iowa are needed to preserve existing market
access for South Dakota shippers and the rail structure which the State has created. Specifically,
the State claims that the State-owned lines which these carriers serve have “access to multiple
Class I carriers at Sioux City, not just to BNSF.” /bid. Finally, the State indicated that it would
seek these trackage rights as a condition in the revocation proceeding which it had intended to

file had Finance Docket No. 34645 proceeded.”® Ibid.

% See also Portland & Western, supra, where the Board held that the facts (i) that, but for the proposed

transaction, “service to the public might have been lost or disrupted,” and (ii) that the transaction had “reinvigorated

rail transportation in the involved area” weighed in favor of approval of the transaction. Decision at 6. The same

factors weigh in favor of approval here as well.

7 A letter from South Dakota Governor Michael Rounds was submitted concurrently with the State’s petition,

and the Scuth Dakota Congressional delegation submitted a separate letter on January 14, 2005. Both letters express

the same or similar concerns as set forth in the petition to stay.

% Presumably, the basis for trackage rights that the State indicated it intended to request would have been

independent and separate from the contractual trackage rights that the State might be able to secure pursuant to the

terms of the Operating Agreement in the pending state court litigation. As the Board has noted, the State’s right to
(cont’d)
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The State has, however, inaccurately and incompletely described the situation concerning
the existing interchange rights of Dakota Southern and D&I. As Mr. Randall’s Verified
Statement confirms, BNSF has since the inception of its service over Core Lines and currently
provides the only service to shippers located on the Core Lines, and there will be no change in
the operations on the Core Lines.”’ V.S. Randall at 7. The situation with respect to competition
and shipper access will therefore not be changed by BNSF’s purchase of the Lines. Currently,
Dakota Southern interchanges with BNSF at Mitchell, as it has since the 1980’s. Dakota
Southern does not interchange with any other Class I carrier at Sioux City or elsewhere, nor has
it ever done so. /d. at 8. Similarly, with one exception, in an agreement it entered into willingly
following negotiations with BN, D&I interchanges with BNSF at either Sioux Falls or Sioux
City and with no other Class I railroads, as it always has done. The one exception is that, with
respect to traffic which D&I moves from a rock quarry at Dell Rapids, South Dakota on its lines
north of Sioux Falls, D&I can interchange that traffic with BNSF, Union Pacific Railroad or
Canadian National Railway at Sioux City via a movement over D&I’s own lines and portions of
the Core Lines. BNSF’s purchase of the Core Lines will preserve D&I’s right to make such

interchanges for that traffic. /bid. Thus, BNSF’s control over traffic on and interchanging with

(... cont’d)

trackage rights under the Operating Agreement is a matter of state law to be resolved by the state court. It is not
apparent what conditions, if any, the State intended to seek with respect to Dakota, Minnesota & Eastern Railroad’s
(“DM&E”) ability to interchange at Aberdeen, South Dakota or with respect to BNSF’s 110-car unit grain train rate
structure. In any event, neither of those two issues are proper subjects for resolution in this proceeding since they
are likewise independent and separate from BNSF’s proposed acquisition of the Core Lines.

» Because the Modified Certificate pursuant to which BNSF currently operates the Core Lines applies only to
operations over State-owned lines, BNSF’s Modified Certificate authority will no longer be valid once it acquires
the Core Lines. Accordingly, this Application also seeks authority to continue to operate the Core Lines as well.
Once it has acquired the Core Lines, BNSF will timely notify the appropriate parties that it will cease providing
service under the Modified Certificate but will continue providing service pursuant to this Application.
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the Core Lines will be no greater, and cannot be greater, than it is now.>’ Operations on the Core
Lines, and access to the Core Lines, will remain the same post-acquisition of the Lines, pursuant

to contractual agreements, as they have since BN initially started up operations on the Core Lines
in 1981.

Accordingly, pursuant to the applicable ICC and STB Section 10901 precedent set forth
above,”' there is no basis for the State to request and the Board to award trackage rights as a
condition of its approval of BNSF’s purchase of the Core Lines. The existing competitive access
and interchange situation was established in 1981, and BNSF’s operations and service under the
Operating Agreement, virtually “stepping into the shoes” of the departed Milwaukee Road, were
approved by the Interstate Commerce Commission at that time. As the Commission held in the
MRL proceeding, there is no obligation on applicants for Section 10901 authority to increase the
existing level of competition, and, because BNSF’s purchase of the Core Lines will not reduce
competition, there is no basis to impose any restrictions or conditions. MRL May 26, 1988
Decision at 15-16. Moreover, the State’s complaints about the ability of the Dakota Southern
and D&I to interchange with other Class I carriers, about DM&E’s interchange rights at
Aberdeen, and about BNSF’s 110-car unit grain train rate structure are entirely unrelated to

BNSF’s proposed purchase of the Core Lines and not properly heard here. As the ICC has

30 In addition to describing the current interchange rights of Dakota Southern and D&I, Mr. Randall also

describes the current interchange rights of the other railroads which connect to the Core Lines (DM&E and Ellis &
Eastern) and confirms that there will be no change in their interchange status. V.S. Randall at 8-9.

3 The precedent cited by BNSF is applicable regardless of the type of proceeding — application, individual

exemption, or class exemption — since the underlying approval standard of Section 10901(c) governs all three types.
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held,*? those claims should be presented in a formal complaint proceeding under 49 U.S.C.

11701 et seq. and 49 C.F.R. 1111.1 rather than here.

Thus, BNSF’s proposed purchase of the Core Lines is consistent with and fully supports

the public convenience and necessity, as follows:

The transaction will assure continued investment by BNSF in and marketing of
the Core Lines as well as the continuation of high quality, dependable service to
shippers with access to the full domestic and international reach of BNSF’s
system.

The transaction will protect the interests and investments of shippers by
preserving their existing service and routing options.

No shipper will pay higher rates, experience service disruptions or changes, or
lose competitive options as a result of the transaction.

The proposed acquisition will have no impact on rail labor — other than to ensure
sustained and permanent operations of the Core Lines by a Class I carrier subject
to collective bargaining arrangements. Since 1981, BNSF restored service and
union jobs to the Core Lines, and this transaction further solidifies BNSF’s
presence in the region. No job loss or other impacts will result from BNSF taking
full title to the lines it currently operates today.

BNSF’s purchase ensures that BNSF remains a key player in the region for the
long run, since approval of this transaction will convert its Modified Certificate

status, which is typically characteristic of defunct or near defunct lines, to a full

See footnote 6, supra.
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common carrier operating status, more befitting of a vital link in the regional

transportation system.

» Ceasing rental payments amounting to millions of dollars annually will lower
BNSF’s cost structure in the region and allow BNSF to improve its
competitiveness and investment capabilities, consistent with the goals of the
national rail transportation policy.

» The acquisition will further the objectives and commitments which paved the way
for an historic and landmark public-private partnership. In the interest of
promoting similar innovation in public-private partnerships, sound public policy
dictates that commitments to grant ownership rights in exchange for risk-taking
and years of service and investment should be honored.

As outlined above, the transaction will serve important rail transportation policy goals of

49 U.S.C. 10101, including promoting a safe and efficient rail transportation system (Section

10101(3)), ensuring the development and continuation of a sound rail transportation system

(Section 10101(4)), fostering sound economic conditions in transportation (Section 10101(5)),

operating transportation facilities and equipment in a safe manner (Section 10101(8)), and

encouraging honest and efficient rail management (Section 10101(9)).

(d) As exhibit C, a map which clearly delineates the area to be served including origins,
termini and stations, and cities, counties and states. The map should also delineate
principal highways, rail routes and any possible interchange points with other

railroads. If alternative routes are proposed for construction, the map should
clearly indicate each route.

See Exhibit C hereto.
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(e)

A list of the counties and cities to be served under the proposal, and whether there is
other rail service available to them. The names of the railroads with which the line
will connect, and the proposed connecting points; the volume of traffic estimated to
be interchanged; and a description of the principal terms of agreements with
carriers covering operation, interchange of traffic, division of rates, or trackage
rights.

The principal counties and cities served by the Core Lines (and connections and other rail

service available in those counties) are:

North/South corridor running south from Aberdeen to Sioux City:

Brown County - Aberdeen (connection with BNSF mainline; connection with SD owned
DMV&W operated line north of Aberdeen; also DM&E has interchange rights with
BNSF in BNSF's yard and DM&E has a series of trackage rights between Aberdeen and
‘Wolsey), Warner

Spink County - Duxbury, Mellete, Ashton, Redfield (connection with DM&E branchline
between Redfield and Mansfield), Tulare, Spottswood

Beadle County - Bonilla, Wolsey (DM&E mainline intersection with the Core), Virgil
Jerauld County - Alpena
Sanborn County - Woonsocket, Cuthbert, Letcher

Davison County - Loomis, Mitchell (connection with Mitchell to Kadoka line owned by
State of SD and operated by Dakota Southern), Ethan

Hutchinson County - Dimock, Parkston, Beardsley, Tripp, Kaylor
Bon Homme County - Scotland

‘Yankton County - Lesterville, Utica, Napa Jct., Yankton, Gayville
Clay County - Meckling, Vermillion, Burbank

Union County - Elk Point (connection with SD owned, D&I operated line between Elk
Point and Canton), Jefferson, N. Sioux City

‘Woodbury County, lowa - Sioux City (connection with BNSF mainline which has
connections with UP and CN)
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Mitchell-Canton (the North Fork of the Core):

Davison County - Mitchell

Hanson County - Alexandria, Emery

McCook County - Bridgewater

Turner County - Dolton, Marion, Parker, Chancellor

Lincoln County - Lennox, Worthing, Canton

Canton-Sioux Falls:

Lincoln County - Canton (connection with SD owned, D&I operated line between Elk
Point and Canton), Harrisburg

Minnehaha County - Sioux Falls (connections with D&I line to Dell Rapids; BNSF line
to Madison, BNSF lines into Minnesota; the Ellis & Eastern line between Ellis and

Valley Springs)

The volumes of traffic interchanged in 2004 at each interchange point are as follows:

IC from

Railroad Initials City IC to BNSF BNSF Total IC

DME: DME Aberdeen - - -
Redfield - 3 3
Wolsey 14,163 1,203 15,366
Dakota Southern DSRC [ Mitchell 82 453 535
D&l DAIR Sioux Falls - 1 1
Sioux City 467 369 836
Ellis & Eastern EE Sioux Falls 202 2,264 2,466
Union Pacific* UpP Sioux City 152 737 889
CN* CN Sioux City 2,611 14,950 17,561
17,677 19,980 37,657

* Via connection from BNSF mainline

The principal terms of BNSF’s agreements covering the operation, interchange of traffic,

Agreement, are as follows:

division of rates and trackage rights on the Core Lines, in addition to those in the Operating

BNSF has an agreement with D&I dated September 4, 1986, pertaining to D&I's

provision of common carrier service between Canton and East Wye Switch and between

Hawarden and Beresford, South Dakota. Pursuant to this agreement, D&I has granted BNSF its
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power of attorney to establish all tariff charges and contracts relative to the transportation of

general commodities delivered to and/or picked up from D&I. D&I may establish its own tariffs
and contracts only for all aggregate commodities. All general commodity (non-aggregate)
carloads originating or terminating on these lines are interchanged with BNSF at Sioux Falls or
Sioux City. BNSF has granted D&I overhead trackage rights over the Core Lines between East
Wye Switch and Sioux City and between Canton and West Junction. In addition, D&I may
deliver aggregate material in its own equipment that originates on D&I at Dell Rapids, South
Dakota and Hawarden, Iowa to the industrial park at Harrisburg, South Dakota on the Core
Lines.

D&l leased from the State of South Dakota the West Yard on the Core Lines in North
Sioux City. Subsequently, BNSF and D&I entered into an agreement covering rehabilitation of
tracks in the yard and interchange of traffic. This agreement runs with the term of the agreement
between BNSF and D&I dated September 4, 1986, as amended.

BNSF is the successor to the Milwaukee Road in various agreements with DM&E as the
successor to the Chicago & North Western Transportation Company regarding DM&E trackage
rights on the Core Lines between Wolsey and Aberdeen. Various of these agreements have been
amended since BNSF began operations of the Core Lines.

On December 30, 1996, BNSF and DM&E entered into a Trackage Rights and
Transportation Service Agreement providing, in part, for transportation and switching service to
DM&E industries at Redfield, South Dakota on the Core Lines and at Aberdeen on the BNSF
(former Milwaukee Road) main line.

BNSF and Dakota Southern entered into an Inter-Carrier Switching Agreement effective

January 1, 1996, covering Dakota Southern's service to Universal Packaging. Interchange of this
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traffic is at Mitchell, South Dakota. There is also an agreement regarding the interchange of

traffic and the lease of track at Mitchell.

On the Core Lines, BNSF makes rates and offers through routes to and from points on the
Core Lines in a manner that is consistent with other lines BNSF owns and operates.
® The time schedule for consummation or completion of the proposal.

Trial in the South Dakota state court litigation concerning BNSF’s option to purchase is
scheduled for September 24, 2005. Absent a voluntary agreement between the parties or other
resolution without benefit of the trial, the consummation of the transaction is not anticipated

before the end of the trial.

(® If a new line is proposed for construction:

1) The approximate area to be served by the line.

2) The nature or type of existing and prospective industries (e.g., agriculture,
manufacturing, mining, warehousing, forestry) in the area, with general
information about the age, size, growth potential and projected rail use of
these industries.

3 Whether the construction will cross another rail line and the name of the
railroad(s) owning the line(s) to be crossed. If the crossing will be
accomplished with the permission of the railroad(s), include supporting
agreements. If a Board determination under 49 U.S.C. 10901(d)(1) will be
sought, include such requests.

Not applicable.

OPERATIONAL DATA (Section 1150.5)

(a) As exhibit D, an operating plan, including traffic projection studies, a schedule of
the operations; information about the crews to be used and where employees will be
obtained; the rolling stock requirements and where it will be obtained; information
about the operating experience and record of the proposed operator unless it is an
operating railroad; any significant change in patterns of service; any associated
discontinuance or abandonments; and expected operating economies.

See Exhibit D hereto.
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FINANCIAL INFORMATION (Section 1150.6)

(a) The manner in which applicant plans to finance construction or acquisition, the
kind and amount of securities to be issued, the approximate terms of their sale and
total fixed charges, the extent to which funds for financing are now available, and
whether any of the securities issued will be underwritten by industries to be served
by the proposed line. Explain how the fixed charges will be met.

BNSF anticipates that it will finance the purchase of the Core Lines from current
operating revenues.

(b) As exhibit E a recent balance sheet. As exhibit F, an income statement for the latest

available calendar year prior to filing the application.

A balance sheet and income statement for BNSF and its subsidiaries are at page 18 and

page 17, respectively, of combined Exhibits E and F hereto, which is BNSF’s SEC Form 10-K
for the year ended December 31, 2004,
(c) A present value determination of the full costs of the proposal. If construction is

proposed, the costs for each year of such construction (in a short narrative or by
chart).

As described above, the methodology for determining the purchase price is set forth in
Article 3, Section E.2 of the Operating Agreement, and that issue is subject to litigation before
the South Dakota court in Pierre. To date, the State has failed to provide the information and
data for such a determination.

(d) A statement of projected net income for 2 years, based upon traffic projections.

Where construction is contemplated, the statement should represent the 2 years
following completion of construction.

Because they are highly confidential and commercially sensitive, the total revenues for

traffic on the Core Lines for 2003 and 2004 are being submitted under seal.>> While annual

B BNSF’s records do not track net income separately for traffic on the Core Lines.
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traffic revenues on the Core Lines are highly dependent on crop production levels and market

conditions, it is anticipated that revenues may grow moderately over the next two years.

ENVIRONMENTAL AND ENERGY DATA (Section 1150.7)

As exhibit H, information and data prepared under 49 C.F.R. Part 1105, and the “Revision
of the National Guidelines Environmental Policy Act of 1969,” 363 I.C.C. 653 (1980), and in
accordance with “Implementation of the Energy Policy and Conservation Act of 1975,” 49
C.F.R. Part 1106.

As set forth in Mr. Randall’s Verified Statement, there will be no changes in service or
operations on the Core Lines as a result of the proposed transaction. In addition, no actions such
as construction or abandonment are contemplated as part of the proposed transaction, nor does
BNSF have plans to dispose or alter properties subject to Board jurisdiction that are 50 years old
or older. Accordingly, the acquisition does not require the preparation of environmental
documentation (including a Historic Report) under 49 C.F.R. § 1105.6(c)(2)(i) and §
1105.8(b)(1). See Borealis Infrastructure Trust Management, Inc. — Acquisition Exemption —
Detroit River Tunnel Company et al., STB Finance Docket No. 33984 (served December 19,
2001) at 7 (transaction exempt from environmental and historic reporting if there are no changes
in service levels or significant operational changes). BNSF will consult with the Board’s Section

of Environmental Analysis about these issues.
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ADDITIONAL SUPPORT (Section 1150.8)

Any additional facts or reasons to show that the public convenience and necessity require
or permit approval of this application.>*

If the State of South Dakota’s promise to provide BNSF with the option to purchase the
Core Lines is found to be not enforceable and therefore is not fulfilled, sustained investment in a
network that BNSF does not own and can never buy would be at risk. BNSF’s purchase of the
Core Lines would ensure that BNSF remains financially committed to South Dakota’s
transportation infrastructure, and its rail shippers and markets, for the long run. Further, because
BNSF is operating under a Modified Certificate, Board approval is not required for cessation of
service on this vital rail network. If BNSF’s purchase is approved, the Core Lines will be subject
to full common carrier operating status, and subsequent cessation of service cannot occur without
Board approval. In addition, the transaction will protect the interests of shippers by preserving
all existing service and routing options, and there will be no rate increases, service or operations
disruptions, or loss of competitive options as a result of the transaction. Moreover, shippers will
benefit from the cessation of millions of dollars in rental payments annually which will lower
BNSF’s overall cost structure in South Dakota and allow BNSF to improve its competitiveness
and investment capabilities.

BNSF backed its promise to the State and shippers at a time when the prospects for
resurrection of rail service were grim. If commitments made for public-private initiatives are not

honored for large infrastructure projects requiring millions of dollars in investments, similar

3 As previously noted, since the time the Board’s regulations were published, Congress has amended the

Interstate Commerce Act to provide that it is no longer necessary for an applicant to prove that a rail acquisition
proposal is required or permitted by the public convenience and necessity. As amended, the statute now requires
that an acquisition application be approved unless opposing parties prove that it would be inconsistent with the
public convenience and necessity. See 49 U.S.C. § 10901(c).
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projects which benefit shippers in need cannot be supported by investing railroads with scarce
capital resources.
NOTICE (Section 1150.9)

Summary of the proposal which will be used to provide notice under § 1150.10 (f).

See Exhibit N hereto.

CONCLUSION

WHEREFORE, for the reasons set forth above, BNSF Railway Company respectfully
requests the Surface Transportation Board to approve this Application and authorize it to acquire
and continue to operate the Core Lines.

Respectfully submitted,

Lo J8AQ,

Jeffrey R. Moreland Adrian L. Steel, Jr.

Richard E. Weicher Robert M. Jenkins III

Sarah W, Bailiff Mayer, Brown, Rowe & Maw LLP
BNSF Railway Company 1909 K Street, NW

2500 Lou Menk Drive Washington, DC 20006-1101

Fort Worth, TX 76131 (202) 263-3237

(817) 352-2354

Attorneys for BNSF Railway Company

Dated: February 18, 2005

36

42




SECTION 1150.10(c)

SIGNATURE, OATH AND CERTIFICATION
OF EXECUTIVE OFFICERS

BNSF RAILWAY COMPANY, Applicant
BURLINGTON NORTHERN SANTA F:IngORPORATION, Controller of Applicant

I, Peter J. Rickershauser, declare under penalty of perjury under the laws of the United
States that [ am Vice President — Network Development of BNSF Railway Company and Vice
President — Network Development of Burlington Northern Santa Fe Corporation, Applicant
herein and controller of Applicant respectively; t};at I am one of the executive officers of said
corporations and 1 am duly authorized to sign, to verify, and to file this Application on behalf of
the foregoing; that I have knowledge of the matters contained in this Application to the extent

they relate to the foregoing; and that the statements in this Application are true and correct to the

best of my knowledge and belief.

% AU

Peter J. Rickershauser

Executed on February __| B, 2005
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STATE OF TEXAS )

)
COUNTY OF TARRANT )

On this ' Xy;\day of February 20035, before me, the undersigned, a Notary Public in and
for the State of Texas, duly commissioned and sworn, personally appeared Peter J.
Rickershauser, Vice President — Network Development for BNSF Railway Company and Vice
President — Network Development for Burlington Northern Santa Fe Corporation and Craig N.
Smetko, Assistant Secretary, BNSF Railway Company and Assistant Secretary, Burlington
Northern Santa Fe Corporation, the corporations that executed the foregoing instrument, and
acknowledged the execution thereof to be the free and voluntary act and deed of such officer and
the voluntary act and deed of said corporations, for the uses and purposes therein mentioned, and
on oath stated that they are authorized to execute the foregoing instrument and that the seal
affixed is the corporate seal of said corporation(s).

Witness my hand and official seal affixed the day and year first above written.

&1E OF TEXAS Notary Public
e Corm. Tyo, 04/27/2007}

e R

3
S

My commission expires: 62/2'7/)1507
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I, Craig N. Smetko, hereby certify that I am an Assistant Secretary of BNSF Railway
Company, Applicant herein, and an Assistant Secretary of Burlington Northern Santa Fe
Corporation, controller of Applicant and that Peter J. Rickershauser, Vice President — Network
Development of BNSF Railway Company and Vice President — Network Development of
Burlington Northern Santa Fe Corporation, is duly authorized to sign, to verify, and to file this

Application on behalf of BNSF Railway Company and Burlington Northern Santa Fe

Corporation. . g,
S " e e,
“QP\“’WA Yo

z
<:
s
=
s
&

Craig NASmetko, Assistant Secretary
& BNSF Railway Company

4, '
iy

Craign N. Smetko, Assistant Secretary
Burlington Northern Santa Fe Corporation

Dated this _| 8 day of February, 2005, at _ort Wartih TY
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APPENDIX A

VERIFIED STATEMENT OF
CHRISTOPHER M. RANDALL
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VERIFIED STATEMENT OF
CHRISTOPHER M. RANDALL

My name is Christopher M. Randall. Iam Director of Short Line Development at BNSF
Railway Company (“BNSF”). My business address is 2500 Lou Menk Drive, Fort Worth, Texas
76131.

I have held various positions in the rail industry since 1979. From 1983 to 1990, I was
Deputy Secretary and the Director of Railroads for the South Dakota Department of
Transportation. From 1990 to 1993, I was Manager of Communications and Connecting Carriers
at Burlington Northern Railroad Company (“BN”). In 1993, I became the Account Leader of
Service Partner Marketing for BN, and continued in a similar position after the merger between
BN and The Atchison, Topeka and Santa Fe Railway Company (“SF” or “Santa Fe”) in 1995. In
1996, 1 became Director of Short Line Development.

As Director of Short Line Development, I am responsible for managing all aspects of the
relationship between BNSF and more than 40 of its connecting shortline railroads. I have the
ultimate responsibility for: communicating with the market managers responsible for marketing
traffic over these lines; evaluating the shortlines’ requests for the waiver of contract provisions;
assisting the shortlines in their efforts to increase local traffic; working to amend the purchase
and sale agreements (“PSAs”) as requested by these shortlines, and negotiating new line sales
and leases. Because of my familiarity and experience with South Dakota and the Core System, I
have continued to perform various functions (e.g., annual rental calculations) related to BNSF

and its Operating Agreement pertaining to the Core Lines.
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The purpose of my testimony is to provide information about the relationship BNSF has
with the State of South Dakota with respect to the Core Lines. Specifically, I describe BNSF’s
past and current operation of the Core Lines under the terms of the 1986 Operating Agreement
between the parties. I also describe the dire situation that existed in South Dakota in the early
1980’s when the State faced the very real possibility that it would lose all rail service, and the
steps that BN and BNSF have undertaken over the past 23 years to provide South Dakota
shippers with rail service. Further, I discuss BNSF’s decision to exercise its purchase option
under the Operating Agreement and the reasons for that decision.

Acquisition of the Core Lines by the
State of South Dakota

The Chicago, Milwaukee, St. Paul and Pacific Railroad Company’s (“Milwaukee Road”)
bankruptcy and 1980 abandonment of approximately 1,000 miles of rail lines located within the
State of South Dakota produced a crisis for South Dakota’s agricultural producers who depended
on the Core Lines, in particular, to provide affordable access to some of their most important
markets. The Core Lines, which run through South Dakota’s wheat, corn, and soybean belts,
extend approximately 368 miles from Canton to Mitchell, from Sioux Falls to Canton, and from
Aberdeen to Sioux City, lowa.

In response to these exigent circumstances, Governor William J. Janklow called upon the
South Dakota Legislature to approve a plan for the State to purchase the Core Lines and recruit a
railroad to resume operations on the most critical of the abandoned lines. The Legislature
ultimately approved the Governor’s plan, but the State had no carrier to operate the lines. It was
generally acknowledged at the time that, because the Core Lines had proved to be grossly
unprofitable and much of the track was in a state of utter disrepair, the State would have to

provide millions of dollars in ongoing financial assistance in order to entice any railroad to
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resume operation of the lines. Even with the eventual legislative approval of a subsidy measure,

however, the State was unable to finalize an agreement with any railroad to resume operations on
the abandoned Core Lines.

BN agrees to operate the Core Lines without State subsidies

In June of 1981, the State announced that it was negotiating with BN to take over and
operate the Core Lines. On June 16, 1981, it was announced that BN had tentatively agreed to
operate the Core Lines without any financial subsidy from the State. Pursuant to this agreement,
BN would assume and maintain operation of the Core Lines through June 30, 1986. Both BN
and South Dakota had the right to cancel the agreement after 3 years. The agreement ensured
South Dakota’s producers access to BN’s vast network of rail lines, resulting in faster and more
efficient access to a broader selection of markets at extremely competitive rates. Rather than pay
any subsidies whatsoever to BN, the State would instead simply contribute financially to the
repair of its own deteriorated Core Lines — first to FRA Class I (10 mph) and later to FRA Class
IT (25 mph) standards. Although a final agreement was not actually finalized and executed until
December 22, 1981, BN relied on its handshake agreement with the State and began operations
on the Core Lines almost immediately. BN has operated the Core Lines pursuant to a modified

certificate of public convenience and necessity since 1981.

The 1986 Operating Agreement and Purchase Option

On July 1, 1986, the State and BN agreed to extend their contractual relationship and
entered into a revised Operating Agreement. See Exhibit B. The revised agreement extended
BN’s operation of the Core Lines for an additional 15 years, with optional cancellation rights for
both parties after 5 years and again after 10 years. In exchange for extending its commitment to

the Core Lines, BN received as a quid pro quo the contractual option to purchase the lines from
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the State of South Dakota at a price determined pursuant to a formula set forth in the Agreement.

This option to purchase is contained in Article 3, § E.2, which provides, in part:

2. Option to Purchase Rail Facilities. BN shall have the
option to purchase the entire Rail Facilities, which for purposes of
this section includes right-of-way fences, buildings not used by the
Operator, overhead bridges, and industry and elevator tracks, at
any time during the term of this Agreement, provided that, at such
time, BN is not in default hereunder. BN may elect to purchase the
entire Rail Facilities by paying to the State an amount equal to the
purchase price, which the State paid to the Chicago, Milwaukee,
St. Paul & Pacific Railroad Company for the rail facilities plus any
state funds that were used for Rehabilitation of the Rail Facilities.
Federal funds used in the Rehabilitation of said Rail Facilities shall
not be considered in determining purchase price. ...

As a result, pursuant to the Operating Agreement, if BN decides to exercise its right to purchase
the Core Lines (or “Rail Facilities,” as termed in the Operating Agreement), the purchase price
paid by BN to the State is to be determined by adding the following: (1) the amount that the State
originally paid for those Rail Facilities to the Chicago, Milwaukee, St. Paul & Pacific Railroad
Company which previously owned them; and (2) the amount of state funds actually used for
rehabilitation of the Rail Facilities.

On August 7, 1991, the Operating Agreement was amended to further extend its term
through July 1, 2020. See Exhibit B. BN’s option to purchase was preserved unaltered by the
1991 amendment, and the optional cancellation rights for both parties were deleted. The 1991
negotiations occurred in an environment when both BN and the South Dakota Department of
Transpcrtation were focused on providing a stable rail transportation environment for South
Dakota shippers. This could be achieved only by making further infrastructure improvements
that were required by traffic growth. The immediate infrastructure needs were to replace some
light (less than 90 1b.) rail and to expand capacity at the Mitchell, South Dakota yard. The

amendment created a framework that allowed these improvements to occur and, in turn,
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supported ongoing shipper investments and even further traffic growth. In reliance upon the

mutual assurances under the Operating Agreement, including the option to purchase, BNSF
invested well over $50 million in capital improvements to the Core Lines between 1994 and the
present. In addition, a number of shippers invested millions in new facilities along Core Lines in
response to BN and BNSF marketing programs and in anticipation of long-term uninterrupted
access to the markets served by the broad geographic reach of BNSF’s network.

The 1991 amendment represented a significant step in the journey from bankruptcy and
abandonment to the restoration of stable, high quality, self-sustaining rail service. Acquisition
by BNSF will complete this remarkable transition which stands as one of the most (if not the
most) successful public-private partnerships in rail transportation history. In my role as Director
of the South Dakota Division of Railroads, I received many inquiries about our successful
preservation of the Core Lines and our partnership with BN.

An unparalleled success

BNSEF’s decades-long commitment and partnership with the State to rehabilitate and
revive the Core Lines has been, by any standard, an unparalleled success. In 2004, more than
43,000 carloads moved over the Core Lines, compared to less than 6,000 carloads that were
expected in 1981, not including a larger capacity growth brought about by the transition to larger
capacity cars which, individually, transport more product than equipment fleets of the early
1980’s. Combined with significant investments by grain shippers and BNSF, the Core Lines are
a shining example of modern grain handling and transportation systems. This efficiency stands
in stark contrast to the obsolete system the Milwaukee Road and its customers had abandoned.

1t should also be noted that the Core Lines were only one component of the South

Dakota-BN partnership to restore and eventually enhance essential rail service to many South
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Dakota shippers who had few, if any, options for continued service at the time of the Milwaukee
Road bankruptcy. The State and BN worked out arrangements first to start service to the defunct
Core Lines and then turned their attention in the early 1980’s to an even larger problem — the
looming demise of the East-West mainline connecting the Core Lines at their north end to the
North American rail network. After South Dakota expended funds to acquire the Core Lines, the
former Milwaukee Road main line between Ortonville, Minnesota and Terry, Montana was on
the block, and its fate was undetermined. The State’s initial investment in the Core Lines was
critically at risk. Through a bold and innovative series of transactions, South Dakota and BN
partnered together with the federal government to develop a plan for South Dakota to acquire the
mainline and contract with BN for continued and permanent rail service. In return for a purchase
option which has been exercised and honored by South Dakota, BN retired the bonds South
Dakota issued for the mainline acquisition and paid off its debt to the Federal Railroad
Administration for a loan received by the State for rehabilitation funds. This commitment just to
keep the mainline connecting to the Core Lines and pay off the associated debt represented an
extraordinary investment by BNSF of approximately $60 million, plus interest.

BNSF exercises its contractual option to purchase the Core Lines

On June 29, 2004, BNSF exercised its contractual option to purchase the Core Lines that
it had spent the past 23 years nurturing into profitability. The South Dakota Core has become an
important source of grain for markets served by BNSF. These markets include not just the
export grain markets traditionally important to South Dakota since 1981, but also domestic
markets such as grain processing and cattle feeding. Since 1981, BNSF has established 10 grain
shuttle facilities along the Core Lines, converting this once defunct branchline system into a state

of the art heavy-haul, highly efficient major bulk grain artery on BNSF’s network. BNSF needs
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to invest in assets (such as rail) that have a useful life beyond the term of the current Operating
Agreement. Such investments are most prudently made in an ownership environment rather
than an operating environment where South Dakota would own all improvements at the end of
the term. Also, cessation of millions of dollars annually in rental payments frees up resources for
further investment in growing the business on the Core Lines. Finally, rail shippers who have
invested in grain and other handling facilities along the Core Lines, or who might contemplate
doing so in the future, would more likely do so with an assurance of long-term access to stable
rail service (implementing long-term marketing and operating plans) and with continued access
to present and future significant national and international markets,

Despite repeated requests from BNSF, the State has failed to fulfill its contractual
obligations to supply the appropriate information for calculation of the purchase price pursuant
to the terms of the parties’ contract. Specifically, the State has not supplied BNSF with the exact
original purchase price of the Core Lines from the Milwaukee Road, and has not supplied BNSF
with the amount of State funds used to rehabilitate the lines. In addition, the State has refused
BNSF’s offer to tender, in cash, the purchase price for the Core Lines established by the
Operating Agreement.

Current and Planned Service On the Core Lines and Operations

In 2004, more than 43,000 carloads originated or terminated on the Core Lines. These
consisted primarily of agricultural commodities, but also included building products, consumer
products and chemicals. BNSF has since the inception of its service over Core Lines and

currently provides the only service to shippers located on the Core Lines.
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As set forth in the Operating Plan (Exhibit D), there will be no rate increases, service or
operational changes, or loss of shippers’ existing competitive options as a result of the
transaction. All existing interchanges will be maintained.

Status of Connecting Carriers

BNSF interchanges with Dakota Southern Railway (DSRC) at Mitchell, as it has since
the 1980’s. DSRC serves a customer located at Mitchell and in the past has served customers on
the line to Kadoka. DSRC does not interchange with any other Class I carrier nor has it done so
in the past.

BNSF interchanges with the D&I Railroad (DAIR) at Sioux Falls, South Dakota and
Sioux City, lowa. DAIR provides common carrier service on the line between Canton and East
Wye Switch, South Dakota (near Elk Point, South Dakota) and the line between Hawarden, Iowa
and Beresford, South Dakota pursuant to an agreement with BNSF. DAIR operates via overhead
trackage rights on the Core Lines between East Wye Switch and Sioux City and between Canton
and West Junction where it connects with its own line. With one exception, DAIR does not
interchange with any other Class I carrier. The exception, which will be maintained after the
transaction, is with respect to traffic that DAIR moves from a rock quarry at Dell Rapids, South
Dakota on its lines north of Sioux Falls to Sioux City, where it can interchange the traffic with
BNSF, Union Pacific Railroad and Canadian National Railway.

Also, at Sioux Falls, BNSF interchanges with Ellis & Eastern (EE) which operates a line
from Ellis to Valley Springs, South Dakota. EE does not interchange with any other Class |
carrier.

The Dakota, Minnesota & Eastern Railroad (DME) operates via a series of overhead

trackage rights agreements on the Core Lines between Wolsey and Aberdeen, South Dakota as a
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result of trackage rights that were granted initially by Milwaukee to the Chicago & North
Western Railroad as the CNW abandoned most of its line between James Valley Junction and
Aberdecn. DME uses these trackage rights to serve customers on its line between Redfield and
Mansfield and to interchange with BNSF at Aberdeen.

With BNSF’s acquisition of the Core Lines, we do not anticipate any changes to the
status of interchanges with any connecting carriers. All interchanges will continue to be

maintained as they are today.
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VERIFICATION

1, Christopher M. Randall, verify under penalty of perjury under the laws of the
United States that the foregoing is true and correct. Further, I certify that I am qualified
and authorized to file this Verified Statement.

Executed on February l ‘3 2005.

—t

Christopher M. Randall
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EXHIBIT A

UNANIMOUS WRITTEN CONSENT OF BNSF BOARD OF DIRECTORS
AUTHORIZING PURCHASE OF THE CORE LINES
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THE BURLINGTON NORTHERN AND SANTA FE RAILWAY COMPANY
BOARD OF DIRECTORS
UNANIMOUS WRITTEN CONSENT

We, the undersigned, being all of the Directors of The Burlington Northern and Santa Fe
Railway Company (the “Company”), hereby waive all notice of the time, place or purpose of a
meeting, consent in writing to adoption of the following resolutions as being the action of the Board of
Directors of the Company pursuant to the provisions of Section 141(f) of the Delaware Corporation
Law and Article III, Section 11 of the By-Laws of the Company, and direct that this unanimous
consent be filed with the minutes of the proceedings of the Board of Directors of the Company:

RESOLVED, that the Company is hereby authorized to purchase the entire “Rail Facilities” as
defined in Article 3.E.2 of the Operating Agreement Between the State of South Dakota and
Burlington Northern Railroad Company dated July 1, 1986, as amended (commonly known as the
“South Dakota Core”), and of the Company’s Capital Project Approval Request (“CPAR”)
#(9220104 for calendar year 2004, for an amount of approximately repactep ; and

FURTHER RESOLVED, that each of the Chairman, President and Chief Executive Officer,
any Executive Vice President, and the Vice President - Network Development (together, the
"Authorized Officers") is hereby authorized and empowered to commit funds and to negotiate, execute
and deliver an election to exercise purchase rights and/or such other contracts, agreements and related
or other documents which such Authorized Officer, in his or her sole discretion deems necessary,
appropriate or desirable to effectuate the purchase of the Rail Facilities (as defined in Article 3.E.2 of
the Operating Agreement Between the State of South Dakota and Burlington Northern Railroad
Company dated July 1, 1986, as amended) contemplated hereby, any such election to exercise purchase
rights and/or other contracts, agreements or documents to contain such terms and conditions as such
Authorized Officer may in his or her sole discretion approve, such approval to be conclusively
evidenced by the execution of said election to exercise purchase rights and/or other contracts,
agreements and documents;

FURTHER RESOLVED, that the officers of the Company are each hereby authorized and
empowered on behalf and in the name of the Company to take all such further actions, to execute all
such other agreements, instruments and documents, pay all such taxes, fees and expenses, and to do
such other acts and things as such officer or officers, in his, her or their discretion shall deem necessary
or expedient for the accomplishment of the purposes of the foregoing resolutions, and any actions
already taken for the purposes of accomplishing the foregoing resolutions are hereby ratified and
approved.
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IN WITNESS WHEREOF, we have hereunto affixed our signatures as of this 3)st day of

August, 2004.
Matthew K. Rose
CarlR. Ice

@ZCP//
Jo Lamgan, I
///
ey R. Moreland '

Being all of the Directors of
The Burlington Northern and
Santa Fe Railway Company

(SEAL)

ATTEST:

U Assistant Secretary

N:\Law\Mkig\Corporate\Resolutions\0149 South Dakota Purchase Option.doc
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EXHIBIT B

OPERATING AGREEMENT
(As Amended)
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BURLINGTON NORTHERN RAILROAD CO,
DOCKET NuMBGR___ 2 2P 33

OFFICE OF SECRETARY
FORT WORTH, TEXAS

CPERATING 2AGREEMENT
BEIWEEN
THE STATE OF SCOTH DAKOTA
AND

BURLINGTON NORTHERN RAILROAD COMPANY
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BN 22833

PREAMBLE

—’
THIS AGREEMENT made and entered into this /Lf day of\.én.éf__. loag,

by and between Burlington Northern Railroad Company of Fort Worth, Texas, a
Delaware corporation, duly qualified to do business in the State of South
Dakota, hereinafter called "BN" or “"Operator", and the State of South Dakota,
a body politic, by and through its South Dakota State Railroad Board,

hereinafter called “State". WITNESSETH:

RECTTALS

WHEREAS, the State is owner of the Rall Facilities described in Appendix
1 attac':hed hereto and made a part bereof; and

WHEREAS, the State and BN have entered into an Operating Agreément dated
December 22, 1981 in which BN agreed, inter alia, to become the operator of
‘ the Rail Facilities and to provide Rail Freight Service thereover, and

pursuant to which BN has provided such Rail Freight Service; and '

WEEREAS, the State and BN desire that, upon expiration of the Operating
Agreement-dated December 22, 1981, BN shall continue to be the operator of the
Rail Facilities and provide Rail Freight Service thereover pursuant to the

terms of this Agreement.

NOW 'EEREE‘ORE, in consideration of the State's permission for BN to use
its Rail Facilities, BN's continued provision of Rail Freight Service, BN's
payment to the State in the amounts set forth in ARTICLE 3E.l. hereof, and
other good and valuable consideration, and upon the terms and conditions

contained hereir, BN and the State do hereby mutually agree as follows:
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ARTICLE ] - DEFINITIONS

The following words and phrases shall have the following meanings
ascribed to them:

Federal Railroad Administration (FRA). The United States of Xmerica,

Department of Transportation, Federal Railroad Administration.

FRA Class 2 Track Safety Standards. Those several applicable definitions
of Class 2 found in 49 C.F.R. B 213, et seq., as amended.

JInterstate Commerce Commission (JCC). 'The United States of Anerica,

Interstate Commerce Commission.

Line Segment(s). The individual railroad lines listed in Appendix 1

which comprise collectively the Rail Facilities.

Maintenance. The normal and regular work reguired to keep the Rail
Facilities in the condition necessary to enable continued safe operations at
the Maintenance Standard established in Article 5A& herein, including,; but not
lhﬁited to, tie, rail and bridge repairs, tamping and lining, surfacing,
tightening bolts, driving spikes,; brush cutting and weed control and other
necessary repairs and work. Maintenance does not include the performance of

major reéairs occasioned by force majeure as defined in Article 10 herein.

Rail Carrier(s). A person, corporation or other organization providing
transportation by railroad.

Rail Facilities. The track, bridges, switches, and related rail bed
structures owned by the State and made available to the Operator hereunder, or
any portion thereof, as described in Appendix 1. The term “Rail Facilities"
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does not include right-of-way fences, buildings (except buildings used by

Operator), overhead bridges, or industry or elevator tracks, unless otherwise
designated in Appendix 1.

Rajl Freight Service. The service to be provided by the Operator
hereunder.

EBehzhilitation. The work; in addition to Maintenance, including capital

improvements, to improve or upgrade the condition of the Rail Facilities above
and beyond their existing condition.

Shipper(s). 2ny individual or entity utilizing the Rail Freight Service
providéd by the Operator, including consignees.

System. The Burlington Northern Railroad Company railroad system.
ARTICLE 2 — RATL. FACTLITIES |

A, Eac;.].:..ty_ﬂe&cu.p.tmn- The State shall provide the Rail Facilities
described in Appendix 1 hereto.

B. Operational Rights. The State hereby grants and permits the Operator
use of any and all of the State's rights and licenses in the Rail Facilities
owned by the State as may be necessary for the purpoée of providing Rail
Freight Service. The rights granted the Operator herein relate solely to the
provision of Rail Freight Service and all related activities over facilities
owned by the State, and the Operator may not use such facilities for any other

purpose without the prior written authorization of the State. Nothing in this

Article shall be construed as in any sense relieving the Operator of its

responsibilities pursuant to Article 6 hereto.
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C. Administration of Rail Facilities. Notwithstanding any other
provision to this Agreement, the State ghall retain sole responsibility for
the management of State owned Rail Facilities and equipment, other than in
connection with provision of Rail Freight Service and all related activities.
The State shall have the right to make such Rail Facilities available for use
by third' parties, subject to prior approval by the Operator; provided,
however, that such use by third parties ehall not materially interfere with

the provision of Rail Freight Service by Operator.

D. State Inspection. The State or its duly authorized representative,
upon reasonable notice to the Operator, shall have the right to inspect any

and all Rail Facilities for the purpose of verifying the Operator's compliance
with the terms and conditions of this Agreement.

E, Other Operations. WNothing in this Agreement shall be construed so as
to prohibit the State or any of its subdivisions from contracting separately

for operatiohs by the Operator or by third parties over State owned trackage

not inciuded in the Rail Facilities described in Appendix 1 hereto.
ARTICLE 3 — OPERATIONS

A. Provicion of Rail Freight Service. The Opérator hereby agrees to
provide transportation of freight by railroad to and from points on the Rail
Facilities at the levels and freguencies performed by the Operator over the
remainder of its System under similar transportation circumstances. Rates and

charges to be paid by South Dakota shippers for such service shall be

established by the Operator on the same basis as those rates and charges paid

to BN by shippers which are similarly situated.
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B. Control. The Cperator shall be responsible for the manégement,
operation, and coﬁtrol of the Rail Freight Service, including, but not limited
to, the provision of locomotives, cars and other eguipment, the dispatching
and scheduling of trains, employment and assignment of crews and other
employees, publishing of transportation, accessorial and demurrage rates and

charges in appropriate tariffs, agreeing to divisions, per diem and othe:.; '

accounting and operating agreements with other railroads, and the performance

of Maintenance as provided in Article 5 hereto. The Operator will endeavor to

provide such service in an efficient manner.

C. QOperating Rnles and Regulations. The Operator shall have the

exclusive anthority to promulgate and adopt rules and regulations for the

operation of the Rail Freight Service.

D. Labor 2Agreements. The Operator shall have exclusive responsibility
for the negotiation and implementation, as reguired, of labor agreements and
arrangements relative to the Operator's performance hereunder, and nothing in
this Agreement shall be construed as to give rise to any contractual or other

legal relationship between the State and any labor organization.

"1l. Rental Pzvments. BN agrees to pay rental payments to the State
for use of the Rail Facilities duringA the term of this Agreement in
accordance with the following provisions of this ARTICLE 3E.l.

(a) For all traffic originated or terminated on the Rail

Facilities during each calendar year, beginning January 1, 1987,
exclﬁding cozal, BN will make annual rental payments egual to the
amount derived by multiplying the gross freight revenues earned

from such traffic, by the appropriate pefcentage set forth below:
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$20 Million and under 0%
Between $20 and $25 Million 5%
Between $25 and $30 Million 6%
In excess of $30 Million . 7%
Example

Gross freight revenue is §35 million in 1988. Payments are:
First $20 Million x 0% = 0

$5 Million x 5% = $250,000
$5 Million x 6% = 300,000
$5 Million x 7% = _350,000

Total Rental Payment $900,000
For purposes of this Article, traffic which originated or
terminated on the Napa to Platte line or the Mitchell to
Chamberlain line and which was interchanged to or from the BN is

considered to be traffic which originated or terminated on the
Rail Facilities.

All rental payments shall be made by BN as soon as practicable
after BN has determined its settled revenues for the preceding year,
but in no event later than July 1 of each succeeding year.

The revenue figures hereinabove stated shall be adjusted
effective July 1. 1987 and each July 1 thereafter to recognize the
increase or decrease in the cost of labor and materizl as reflected
in the Annual Indexes of Chargeout Prices and Wage Rates (1967=100),
Series RCR, included in indexes of Railroad Material Prices and Wage

Rates and supplements .::cmbinﬁ (excluding fuel) thereto, issued by
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the Association of 2merican Railroads. In making such determination,
indexes for the Western District shall be used. The material prices,
wage rates and supplements cambined (excluding fuel) index figure for
the calendar year 1985 shall be taken as the base.

2. mﬂm_LD_BuI:hase_Bail_EaaﬂJ_tms. BN shall have the option to
purchase the entire Rail Facilities, which for purposes of this
section includes right-of-way fences, buildings not used by the
Operator, overhead bridges, and industry and elevator tracks, at any
time dﬁring the term of this Agreement, provided that, at such time,
BN is not in default hereunder. BN may elect to purchase the entire
Rail Facilities by paying to the State an amount egual to the
purchase price, which the State paid to the Chicago, Milwaukee, St.
Paul & Pacific Railroad Company for the rail facilities plus any
state funds’ that were used for Rehabilitation of the Rail Facilities.
Federal funds used in the Rehabilitation of said Rail Facilities
shall not be considered in determining purchase price.

If BN exercises its option to purchase the Rail Facilities
pursuant to this Article, the BN purchase of the Rail Facilities is
subject to any encumbrances against the property except that the
State shall warrant that no encumbrances exist which would deprive BN
of use and enjoyment of the Rail Facilitiés as a railroad. If the BN
exercises its option to ‘purchase the Rail Facilities pursuant to this
ARTICLE 3E.2., BN agrees that it will provide Rail Freight Service on
the Rail Facilities for a pericd of not less than ten (10) years
following BN's purchase thereof. Provided, however, nothing

contained herein shall preclude BN from discontinuing rail service
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over any Line Segment or Segments, or fram permitting third party use
thereof. '

The Sﬁate further agrees that, if the Rail Facilities are
purchased by BN, the State will use its best efforts to secure an
exemption for BN from railroad taxes levied by the State of South
Dakota on the Rail Facilities for a pericd of five (5) years after
the purchase is finalized.

F. Service on Mitchell to Chamberlain Line Segment. BN shall provide
Rail Freight Service over that portion of the Canton to Chamberlain Line
Segment between Mitchall and Chamberlain, South Dakota, through December 31,
1986, ard after -t—hat-date-ttré‘tine—Segmeat~between..Mitchell and Chamberlain
shall no longer be considered a part of the Rail Facilities and BN shall have
no responsibility as Operator to provide Rail Freight Service thersover. any
termination of Rail Freight Service on the Mitcheéll to Chamberlain Line
Segment shall be accomplished in accordance with the laws and Interstate
Commerce Commission reéulations applicable thereto, and shall in no way modify
the Operator's obligation to provide Rail Freight Service over the remaining
Rail Facilities pursuant to this Agreement, which obligation shall continue in

full force and effect.

ARTICLE 4 -~ EDDITIONS TO RATL, FACTTTTY

A. Xjditions to the Rail Facilities. The State hereby grants to
Operator the right to make such 2Additions to the Rail Facilities as Operatar
may require to perform the Rail Freight Service, at Operator's sole expense,
unless otherwise mutually agreed. The term "23dition{s)" as used herein shall
mean capital improvements which are in addition to the Rail Facilities.

Operator shall own and have the right to remove any of said Additions which 4
.




can be removed without causing the Rail Facilities to be less serviceable than
before said Additicn was made. Those 23ditions which cannot be removed

without causing the Rail Facilities to be less serviceable than before saidg

Mdition was madg shall became the property of the State and a part of the
Rail Facilities.

ARTICLE 5 — MATNTRNANCE

A. Maintenance Standard. The State shall have no ohligation to perform
any Maintenance of the Rail Facilities. Operator shall be obligated to

perform Maintenance of the Rail Facilities in accordance with FRA Class 2
Track Safety Standards.

B. Responsibility. The Operator ehall be responsible for the
performance of Maintenance required to keep the Maintenance Standard contained
in Article 5A in effect. Operator acknowledges the assigrment to it of
responsibility for purposes of compliance with 49 C.F.R. 8 ﬁlS, et ssg. and
shall conduct routine inspections of the Rail Facilities in accordance with 49
C.F.R. B 213, et seg. for the term of this Agreement. Maintenance performed
by the Operator pursuant to this Article shall not materially interfere with
Rail Freight Service.

C. State Remedies. Should the State determine that the Operator is in
default of its obligations under this Article, the State shall provide the
Operator with notice of such default pursuant to Article 12 hereto. In the
event that the Operator fails to cure such default to the satisfaction and

acceptance Of the State within thirty (30) days of receipt of such notice, the
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State shall have the right to terminate this Agreement and enter upon the Rail

Facilities. The exercise of such right shall not impair any other rights of

the State for default in law or eguity.

A, Laws to be Ohserved. The Operator shall keep fully informed of all
Federal and State laws, all local laws, ordinances and regulations,
injunctions and all final orders and decrees of bodies of tribunals having any
jurisdiction or authority, which in any way affect the performance of this
Agreement, including without limitation any laws, ordinances, regulations,
orders'., or decrees identified herein. 'The Operator shall at all times observe
and camply with all such laws, ordinances, regulations, and all final orders
and decrees, and shall protect, hold hammless and indemnify the State and §ts
representatives against any claim or liability arising from or based on the

violation of any such law, ordinance, regulation, injunction, or final order

or decree, whether by the Operator or its employees, agents, or

subcontractors.

B. Permits, Licenses, and Taxes. The Operator shall procure all permits
and licenses, obtain any and all necessary safety waivers, pay all charges,
fees, and taxes, and give all notices necessary and incidental to the due and
lawful prosecution of this Agreement; provided, however, that the Operator
shall be exempt, pursuant to SDCL 10-28-24 (S.B. 236, Section 13,

March 7, 198l) , from railroad taxes levied by the State of South Dakota. The
Operator shall defend, indemnify and hold harmless the State and its

representatives from any liability resulting fram the Operator's, or its
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vendors' or subcontractors', failure to make timely payment of, or to pay, any
such items or similar items, or failure to comply with the reporting, return
or other procedural reguirements with respect to their payment. Any interest,v

penalties, or other liabilities arising fram such failure shall be solely for

the Operator's account. -

C. Public Convenienme and Safety. The Operator shall at all times
conduct operations in connection with performance of Rail Freight Service so
as to ensure the safety and protection of the general public, residents along
the Rail Facilities and their property. Operator shall be responsible for
maintaining the facilities included in each Line Segment in safe working
condition, except to the extent that applicable law places this res'ponsibi;l.ity
on any governmental authority, and shall comply with all laws, ordinances,
rules, regulations, £inal orders and decrees applicable to such facilities.
Operator shall provide upgrading of such facilities, or new or additional
facilities, as may be required by appropriate goverrmental authority, to the
same extent provided by Operator we}: the remainder of its System under
similar transportation circumstances. Nothing herein shall be construed as
prohibiting or estopping the Operator from contesting in good faith any such

laws, ordinances, rules, regulations, or final orders and decrees applicable

to such facilities.

D. Lizbility of the Operator. The Operator shall indemnify, hold
harmless, and protect the State, its subdivisions and representatives, their
officers, employees, successors, and aseigns, from all suits, actions, or
claims of an)} character brought because of any injuries or damages received or

sustained by any person, persons or property, including State owned property,
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on account of any negligent act, cmission, neglect, or misconduct of the
Operator, its representatives, officers, employees, agents, or subcontractors;
or because of any claims or amounts recovered from any infringements of

patent, trademark or copyright, or fram any claims or amounts arising or
recovered under any "Workmen's Compensation Act", comparable law, or any éther
law, ordinance, or order or decree; or from any liens or claims for which the
State might be or become liable, or to which the State's property might be or
become subj‘ect,' which are chargeable to the Operator or any of its
subcontractors, representatives, officers, employees or agents, except any

liens imposed on the State's property by the Federal Government arising from
the use of Federal monies for Rehabilitation of the Rail Facilities. The

Operator shall have and maintain. adequate insurance to fulfill its obligations
under this Article.

E. Personal Liability of Public Officials. In carrying out any of the
provisions of this 2greement, or in exercising any power or authority granted
to them by or within the scope of the Agreement, there shall be no liability
upon any erm_:loyées of the State, or their authorized representatives, either
personally or as officials of the State, it being understood that in all such

matters they act solely as agents and representatives of the State.

¥, BAssigmment. WNeither party shall assign its rights or delegate its

duties under this Bgreement or any part thereof except as provided in Article
6G.

G. Suhcontracts. With the prior written approval of the State, which
approval shall not be unreasonably withheld, the Operator shall have the
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right, so long as it is not in default hereunder, to enter into subcontracts
for the performance of all or a portion of its agreements, duties and
obligations under this Agreement. Any.such subcontract (i) shall be in
accordance with all applicable laws and regulations, including those of the
Interstate Commerce Cammission; (ii) shall not conflict with any term or
provision of this Agreement; (iii) shall in no way affect the State's rights
under this Agreement and, under the express terms of the subcontract, the
rights of the subcontractor shall be subject and subordinate to the terms of,
and the rights of the State under, this Agreement; arxi {iv) the period of any
such subcontract (including any option by the subcontractor to extend such
period) shall be for a period not longer than the term of this Agreement. No.
subcontract permitted by this Article 6G shall affect or reduce any of the
obligations of the Operator hereunder or relieve or release the Operator from
such obligations, or create any contractual relationship between the State and
any subcontractor or labor organization, and this Agreement and a1l
obligations of the Operator hereunder shall continue in full force and effect

as the obligations of a principal and not those of a surety.

H. .pmendment. No term or provision of this Agreement may be changed,
waived, discharged or terminated, except by an instrument in writing signed by
the party against which the enforcement of the change, waiver, discharge or
termination is sought; provided, however, that when an emergency situation
arises, changes in this Agreement may be made orally by authorized

representatives of both parties by mutual agreement subject to immediate

confirmation by telegram or other delivered writing.
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I. Governing Law. Except as expressly provided herein, this‘ Agreement
shall be governed in all respects by the law of the State of South Dakota, and
any recourse shall be to the State Courts of the State of South Dakota,
provided, however, that if the State Courts do not have subject x;\atter

jurisdiction over an issue, recourse may be had to a Federal Court located in

South Dakota.

J. Conduct Pending Dispote. In the event of any dispute between the
State and the Operator arising out of, or relating to, the performance of this’
Agreement, which dispute is the subject of an action brought in good faith by
any pa"rty hereto, as provided in Article 6I of this Agreement, Rail Freight
Service and any and all other obligations of the Operator and of the State
hereunder shall be performed in the manner they were performed prior to the
bringing of such action, pending final determination of such action by the
Court, and the expiration of the tme for any appeal, or the deteminat_ion of
any such appeal, if taken.

ARTICLE 7 — RECORDS AND RFPORTS

A. Records. The Operator shall maintain records of operations and
activities conducted pursuant to this Agreement to the same extent and in the
same form and detzil as those normally maintained by the Operator with respect

to other identifiable portions of its System.

B. State Inspection. Upon reasonable notice, the Operator shall allow
the State or its authorized representatives to inspect the operations and
activities of .the Operator pursuant to this Agreement, and to examine
applicable records of the Operator at BN's principal place of business during

normal business hours, for the purpose of verifying the Operator's compliance
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with the terms and corditions of this Agreement and the amount of traffic
moved by the Operator over the Rail Facilities and the gross freight revenues
earned therefram; provided, however, that the Operator may refuse the State or
its representatives access to records which the Operator is required to keep
confidential 'puréuant to’ the express terms of any law, ordinance, decree or

regulation of any governmental authority with jurisdiction over the Operatcr.

C. State Responsibility for Records. The State, as owner of the Rail
Facilities, shall be responsible for all records relating to track
construction agreanerﬁ:s, property acguisition agreanénts, track leases,
property leases and all other property related transactions respecting the
Rail Facilities. The State shall provide BN with notice of each such
transaction. The State agrees to insert provisions in each agreement between
the State and an industry or elevator to the effect that said industry or
elevator will hold the State and BN harmless for liability occurring as a
result of BN rail operation over the leased facilities, such provisions to be
as protective to the State and BN as those provisions contained in BN's

standard form of similar type of agreement, appended hereto as Apperdix 2.

A. Term. This Agreement shall be in effect fram July 1., 1986, until
July 1, 2001, provided, however, that this Agreement may be terminated in

accordance with the provisions of Article 8.B or Article 9.

B. QOptional Termination. Either the Operator or the State may terminate
this Agreement after five (5) years from the Effective Date hereof, by
notiying the other party of its intent to do so by certified mail at least one

hundred eighty (180) days prior to the emd of five years of operations
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hereunder, and such termination shall be without cost or liability to either
party. |
Either the Operator or the State may terminate this Agreement after ten
(10) years fram the Effective Date hereof, by notifying ﬁe other party of its
intent to do so by certified mail at least one hundred eighty (180) days prior

to the end of ten years of operations hereunder, and such terminatiqn shall be
without cost or liability to either party.

ARTICLE 9 - TERMINATION

A, Temnination For Pault. Subject to Article 6J hereto, should either
the Oﬁe:ator or the State substantially fail to perforfn their obligations
under this Agreement, and continue in such defanlt for a period of sixty (60)
days, the party not in default shall have the right at its option, after first
giving thirty (30) days' written notice thereof by certified .mail to‘the party

in default, and notwithstanding any waiver by the party giving notice of any

prior breach thereof, to terminate this Agreement. The exercise of such right
shall not impair any other rights of the terminating party under this
Agreement or any rights of action against the Sefaulting party for the
recovery of damages. For purposes of this provision, a substantial failure to
perform on the part of the Operator shall be deemed to include, but shall not
be limited to, the insolvency of the Operator, appointment of a receiver of
any part of the property of the Operator, any assigrment by the Operator for
the benefit of creditors, the filing of a petition in bankruptcy or insclvency
laws or any laws relating to the relief of debtors or readjustment of
indebtedness, by or against the Operator, or the attachment or distraint of

any of the assets of the Operator at any time pursuant to any court order or
other legal process.
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B. Temination bv Goverrmental Action. In the event that a final order
or decree of a govermmental authority or Court is rendered which requires, or
would.require if applied to 0pérator, BN to adopt or implement labor .
agreements or arrangements, with respect to compensation, rules governing
working conditions, and fringe benefits, including protective arrangements,
vhich are significantly different from, and inconsistent with, any existing
agreements or arrangements presently in effect on the Rail Facilities, and
which are :unposed solely on account of and with respect to its performance of
this Agreement, the Operator shall have the right, at its option, to terminate
this Agreement by notifying the State of its intent to do so by certified mail
thirty (30) days after the time for any appeal of such order has expired, or
the determination of any such appeai, if taken, and such termination shall be

effective on the sixtieth day following receipt of such notice by the State.

C. Termination Upon Purchase By Operator. This Agreement hall
terminate upon the execution by the State and Operator of a purchase agreement
in which the Operator exercises its option to purchase the entire Rail
Pacilities and accampanying fences, buildings, bridges, and tracks pursuant to
ARTICLE 3E.2. of this Agreement.

ARTICLE 10 - FORCF MATFIRE

A. Force Majeure. The parties will be excused from performance of any
of their respective obligations hereunder where such performance is prevented
by any event beyond their respective control, and which is without the fault
or negligence of either party, which shall include, without limitation, any
actions of any federal, State or local agency or instrumentality; acts of Gaod;

strikes or other labor troubles; explosions; fires, or vandalism; provided,
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however, that actions of the State shall not excuse the State fram performance

of its obligations hereunder.

A. The Operator. The Operator represents and warrants as of the
Effective Date of this Zgreement the following:

1. 'l'n‘e COperator is a corporation duly organized in the State of
Delaware, and validly existing and in good standing under the laws of
the State of South Dakota, and is duly qualified to do business in
each jurisdiction where the utilization of Railroad Facilities

reguires such qualification;

2. The Operator has the full power and authority to enter into this
égreement and to carry out the functions which it shall have

undertaken in this 2greement;

3. All corporate and other proceedings reguired to be taken by or on
the part of the Operator to authorize the Operator' to enter into this
Agreement and perform the Rail Freight Service shall have been or
will be duly taken; and |

4. The execution of this Agreement and the provision of Rail Freight
Service will not violate any statute, rule, regulation, order, writ,

injunction or decree of any court, administrative agency or

governmental body.
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The State. The State represents and warrants the following:

1. 'The State has been granted, by its legislature, the power and
authority to enter into this Agreement and to carry out its

obligations under this Agreement;

2. The entering into and performance of this Agreement on the part
of the State does not violate any statute, rule, regulation, order,

writ, injunction or decree of any court, administrative agency or .

goverrmental body;

3. The State has duly and validly acguired the rights to use the
Rail Facilities and has made those rights available to the Operatar;
ard

4. There exist no legally binding restrictions on use of the Rail
Facilities which would preclude performance of this 2Agreement by the
Operator; provided, -however, that this Agreement shall be subject to

existing trackage rights approved by the ICC.

ARTICLE 12 = NOTICES

Notices. Except as expressly provided otherwise, &ll notices or

other communications hereunder shall be in writing and shall be deemed duly
given, if delivered in person or by certified or registered mail, return
receipt requested, first-class, postage prepaid to the person specified herein
as entitled to receive such notice, or to their duly authorized
representative, unless notice of a change of address is given pursuant to the

provisions of this Article.
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For the State: Director, Division of Railroads
Department of Transportation
State of South Dakota
Pierre, South Dakota 5750;!.

For the Operator: - Vice President, Twin Cities Region
Burlington Northern Railroad Campany
176 East Fifth Street
St. Paul, Minnesota 55101
cc: Senior Vice President
Regional Operations - East
Burlington Northern Railrocad Co.
9401 Indian Creek Parkway
Overland Park, Kansas 66210
The date of any such notice shall be the date of delivery as prescribed by

this Article.
ARTICLE 13 - INTERPRETATION
A. References to Articles. All references to articles or sections

include all subarticles or subsections under the Article referenced, and

references to subarticles similarly include references to sub-subarticles.

B. Referenced Standards. All references specified by the number,
symbol, or title of a referenced standard shall comply with the latest edition
or revision thereof and all amendments and supplements thereto in effect on
the effective date of this Agreement, except where a particular issue is
indicated. Municipality, utility and railroad standards shall govern except

as otherwise provided herein.

C. Severability. In the event any article, section, subarticle,
paragraph, sentence, clause, or phrase contained herein shall be detemined,
declared, or adjudged invalid, illegal, unconstitutional, or otherwise
unenforceable, such determination, declaration, or adjudication shall in no

manner affect the other articles, sections, subarticles, paragraphs,
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sentences, clauses, or phrases of this Agreement, which shall remain in Full
force and effect as if the article, section, subarticle, paragraph, sentence,
clause, or phrase declared, determined, or adjudged invalid, illegal,
unconstitutional or otherwise unenforcezble was not originally a part thereaf,
prov ided, however, that. if the foregoing determination, declaration, or
adjudication results in a material detriment to either party, under the terms
of this Agreement, that party may, upon thirty (30) days written notice to the

other party, terminate this Agreement without incurring further liability.

D. Effect of Headings. The headings and titles to provisions contained
herein are for convenience only, and shall not be deemed to modify or affect
the rights and duties of the parties to this Agreement.

E, Eptire 2greement. This Agreement and the Appendices attached hereto
represent the entire agreement between the parties, ard all previous

communications, understandings, or agreements between the parties are hereby

abrogated and withdrawn except as provided herein.
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IN WITNESS WHERECF, the parties hereto have caused this 2greement to be
executed and attested by their duly authorized officers on the date and.year

first above written.

_ BURLINGTON NORTHERN
ATTEST: RATLRORD COMPANY

Vice Pres;dent

(SEAL)

APPRWVED AS TO LEGAL FORM STATE OF SOUTH DAKOTA

Do R Ntly

Chairman, South Dakota State
Railroad Board -

2.

Governor

Assistant Attopfley General
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"ARERDEEN TO MITCHELL

Comencing at the North line of the N4 1/4 of the N4 1/4 of Section 25, and
thc? NE 1/4 of the NE 1/4 of Section 26, Township 123 North, Range 64 West of
the 5th P.M., also known as Milepost 777.0 and additionally known as Railroad
Engineer's Survey Station Number 105+40.2N and additiomally known as Melgaard
Road and extend.ing in a Southerly direction a distance of approximately 126.4
miles in and through the Counties of Brown, Spink, Beadle, Jerauld, Sanborn
and Davison and terminating at the intersection with the Canton to Mitchell
Lfe in the N4 1/4 of Section 21, Township 103 North, Range 60 West of the
5th P.M.,. also known as Milepost 650.6, and additiorally known as Railroad
Engineer's Survey Station Number 6434+08 contain'ing a gross area of 2,055
acrés, mor& or less, all of which is more particularly described on those
certain gmight of way and track maps designated V.S.D. 11/ 1 through 32, in- .
clusive, and on station maps V.S.D. 11/ &3 (Warner); V.S.D. 11/ 54
(Duxbury); V.S.D. 11/ S5 (Mellette); V.S.D.
5-10 (Redfield);

11/ s-8 (ashton); V.S.D. 11/
V.5.D. 11/ 513 (Tulare); ViS.D. 11/ S-14 (Spottswood);
V.s.D. 11/ s15 (Bonilla); V.S.D. 11/ 519 (volsey); V.5.D. 11/ s-21
(Virgil); V.S.D. 11/ s-23 (Alpena); V.S.:D. 11/ s-25 (Woonsocket); V.S.D. 11/
527 (Cuthbert); V.S.D. 11/ 529 (Letcher); and V.S.D. 11/ S-30 (Loamis); all
of which are included herein and made a part hereof by reference,

The
aforementioned is subject to the following pre-existing leases:

87

PACE ]




e

LEASES OF RECORD BY STATE OF SCUTH MMLEASEMER

STATION

Arerdeen 290,281 ,1157

Warner 695,897,917,1196,1201 ,TE112

Duxbury 1063

Mellette 296 ,898,1011,T163

Ashton 300,301

Redf ield 636,676,083 ,1133,T162

Tulare 308,310,1070,T161

ponilla 934,970 N

Holsey 808,815,918,1001

Alpera 936,985,1047,1084,1134

Woonsocket: 328,785,931,986,1039,1079,1098,1135 ,T156
Letcher 337,669,670,677,TEL10

Loamis 694,850,015

Mitchell 480,794,795 854,855,926 ,1038,1092,1160,125

T204,T205 -




NORTH. STOUX CITY TO MITCHELL

Cczmmenéing at the Iowa-South Dakota border located at the centerline of the
Big Sioux giver in Section JA, Township 89 North, Range 48 West of the 5th

P.M., also known as Milepost 518.9, and additionally known as Railrcad

Enginieer's Survey Station Number 305+51N, and extending in a nortiwesterly

direction a diétance of approximately 130.8 miles in and through the Counties
of Union, Clay, Yankton, Bon Hamme, Hutchinson and Davison and terminating at
the intersection with Canton to Mitchell Line in the NE 1/4 of the S 1/4 of
Section 22, Township 103 North, Range 60 West of the 5th P.M., also known as
Milepost 649.7, and additionally known as Railroad Engineer's Survey Station
Number 0+00, containing a gross area of 1801.B acres, more or less, all of
which is more particularly described on those certain right of way and track
mpas designated V.S.D. 21/ 8 and 9; V.S.D. 22/ 1 through 22, inclusive;
v.s.D. 22a/ 1 .through 12, inclusive, and on station maps V.S8.D. 21/ 58

(Scotland); V.S.D. 22/ §-1a, S-1b (West Yard); V.S.D. 22/ S-1c {McCook);

V.S.D. 22/ 52 (Jefferson); V.S.D. 22/ S-4 (Elk Point); V.S.D. 22/ 56
(Burbank); V.S.D. 22/ 5-8a, S5-8b (Vemmillion); V.S.D. 22/ 5-10 (Meckling);
V.S.D. 22/ 512 (Gayville); V.S.D. 22/ 5-13 (Fullerville); V.8.D. 22/ 5-l4a,

s-14b, 15, S-22 (Yankton); V.S.D. 22/ 5-17 (Utica); V.S.D. 22/ 518

(Lesterville); V.S.D. 22/ 5-20 (Plumb); V.S.D. 228/ 5-2 (Kaylor); V.S.D. 223/
-4 (Tripp); V.S.D. 228/ 5-5 (Beardsley); V.S.D. 223/ 5-7 (Parkston); V.S.D.
222/ s-8 (Dimock); and V.S.D. 223/ 5-9 (Ethan), all of which are included

herein and made a part hereof by reference. The aforementioned is subject to

the following pre-existing leases:
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STATION LEASES OF RECORD BY STATE OF SOUTH DAKDTA mE NUMBER

Ethan 412,678,766,804,1090

Dimock 753,7T113

Parkston 514,515,884,908,988,1000,1069 ,1076,1093 11156,1182
T114,7T115,T116,T117

Beardsley 357,790,T118

’I‘rip;:; 756 ,929,938,951,1002,1099,1153,1154,1169,T172,T1L 20

Kaylor 924,.963,1042 :1107,T121 |

Scotland 768,769,774,852,853,867,900,932,953 , 1104 ;1159
1175,1197,1257,722,T177

Lesterville 849,1031,1165

Yankton 581,585,647 ,652,698,752,771,799,907 ,1143,1176,
1209,1216,T126

Fullerville 846

Gayville 800,964,1200

Meckling 464,465,466,1190
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STATION

_—

LEASES OF RECDRD BY STATE OF SCUTH DAKOTA LEASE NUMRER

vermillion 630,679,818,952,961,998,1016,1027,T175
Burbank 1012 |

Elk Point 402,403,950,1057,1074

Jefferson . 922,1233

West Yard 683,797,1024,1127
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CANTON TO MITCHELL

commencing east of Canton, located 285 feet east of -the west line of the W
1/4 of the SE 1/4 of Section lB, Township 98 North, Range 48 West of the 5th
P.M., also known as Milepost 293.1, ana additionally known as Railroad
Engineer's Survey Station Number 6588+%, and extending in aI.Westerly direc-
tion a distance of approximately 81.50 miles in and through the Cownties of
Lincoln, Turner, Hutchinson, McCook, Eanson and Davison and terminating at
the intersection with the Aberdeen to Mitchell line in the Ni 1/4 of Section
21, Township 103 North, Range 60 West of the 5th P.M., also known as Milepost
650.6, and additionally known as Railroad Engineer's Survey Station Number
2851—%-:00, containing a gross area of 1,403 acres, more or less, and also i
cludj:ng the western leg of the west wye at Canton also known as Mijepost
295.3 and additionally known as Railroad Engineer's Survey staixtion 6707492,
and extending in a northerly direction to Milepost 50.5, also known as
Railroad Engineer's Survey Station 3512+88 connacting witﬁ the Sioux Falls to
- canton line, all of which is more particularly described on right of way and
track maps designated V.S.D. 19/ 1 through 2Ib, inclusive, and on station
maps V.S.D. 19/ S-la, 51b (Canton); V.S.D.

19/ S-4 (Worthing); V.S.D. 19/

55 (Lennox); V.S.D. 19/ s-6 (Chancellor); V.S.D. 19/ S-8 (Parker); V.S.D.

19/ 5-10 (Marion); V.S.D. 19/ 512 (Dolton); V.S.D. 19/ S-14 (Bridgewater);

v.S.D. 19/ S-16 (Emery); V.S.D. 19/ S-18 (Alexandria); V.S.D. 19/ 5-19

(Burton); and V.S.D. 18/ s-2la, 5-21b {Mitchell), all of which are included

herein and made a part hereof by reference. The aforementioned is subject to

the following pre-existing leases:
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STATION

LEASES OF RECORD BY STATE OF SCUTH DAKDTA LEASE NUMBER

canton 237,238,870,871,894,913,914,977,1028,1072,1129
1222,7T201,T202,T203

worthing l81'6,955 ,1078,T130

Lennox 436,438,773,974,1091,1198,1199

Chancellor 997,1013,1054,1089,1162,1255,T133,T134,T210

Parker 899,901,1106,1167,1194,1205,T135

Marion 449,650,666,767,865,883 ,90§,93,5,1050 »1060,1075
1095,1117,1136,1137,1138 ,i.:l.40 £1166,1193,T136

Dolton 876,113

Bridgewater 1035,1036,1065,1087,1141,1172,1195,T139,T140,T194

BErery 409,705,857 ,965,1189,1202,1251 ,TE1 41 ,T143

Alexandria 352,653,971,1122,1171,T144,T145,T146

Mitchell

101,482,685,792,814,962,968,1032,1045,1049,1150,
1207,1212,1218,1219,T207
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SIOUX FALIS

Commencing at the North Line of the W 1/4 of the NA 1/4 of Section 33,
oymehip 102 North, Range 49 West of the Sth .M., also known as Milepost
74.1, and additionally known as Railroad Engineer's Survey Station Number
6807496, and extending in a Southerly direction a distance of aprroximately
5.3 m:iies in Minnehaha County to a point of termination at the South line of
the SN 1/4 of the NE 1/4 of Section 22, Township 101 North, Range 49 West of
the 5th P.M., also known as Milepost 68.8 and additiomally known as Railroad
Engineer's Survey Station Number 4478+79, containing a gross area of 72
acres, more or less, and also including the connecting track to and the lead
track‘ in the Sioux E:mpire Industrial Park which begins at Milepost 73.8, also
known as Railroad Survey Station Nurber 6822+32 and extending a distance of
4,506 feet, which includes Tract 2 of Block Eleven of the Sioux Empire
pevelopment Park One Addition and Tract R-1 of the Sioux Empire Development
park Two Addition to the City of Sioux Falls, all of which is more par-
ticularly described on right of way and £rack maps designated V.S.D. 17/ 8
and 9 on station maps V.S.D. 17/ S-8, 8-9a, 5% and 5-9c (Sioux Falls), all
of which are included herein and made a part hereof by reference. Excepting
therefrom that portion of the S 1/2 of the NW 1/4 of Section 16, Township 101
North, Range 49 West of the 5th P.M. lying East of Phillips Avenue., north of
6th Street and souttwesterly of a line 25 reet southwesterly of and pérallel
to the oenterline of the main track, being the

gite of the Chicago,

Milwaukee, St. Paul and Pacific Railroad Company's depot and freight house

facility. ~The aforementioned is subject to the following pre—existing

leases:
STATION IEASES OF RECORD BY STATE OF SCQUTH DAKOTA LEASE NUMBER
Sioux Falls 245,757 ,895,1058,1080,1101
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STOUX FALLS TO CANTON |

Cammencing at a point on the North line of the N 1/4 of the SE 1/4 of
section 22, Township 101 North, Range 49 West of the 5th P.M., also known as
Milepost 68.8 and additionzlly known as Railroad Engineer's Survey Station
Number 4478+79, and extending in a Southerly direction a distance of ap~
proximately 18.7 miles in and through the Counties of Minnehaha and Lincoln
to a point of termination at the intersection with the Canton to Elk Point
line in the NE 1/4 of the Ni 1/4 of Section 24, Township 98 North, Range 49
wWest of the 5th P.M., also known as Milepost 49,4, and additionally known as
Railread Engiz‘xee.r's Survey Station Number 97+08.5, containing a gross area of
243 azcres, more or less, all of v;hich is more marticularly described on those
righ"c; of way and track maps designated V.8.D. 17/ 9 through 14, inclusive,
and on station maps V.S.D. 17/ S-11 (Harrisburg); and V.S.D. 17/ 514
(Canton); all.of which are included herein and made a part hereof by

reference. The aforementioned is subject to the following pre-existing

leases:

STATIION LEASES OF REQORD BY STATE OF SCUTH DAKOTA LEASE NUMBER
canton 238,980,1026,1040,1102,1238,T200

Harriscurg 759 ,9 41,1120,1131,T211
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SIOUX CITY LINE

Commencing with the intersection with the West Line of Charles Street in the
SE 1/4 of Section 27, Township 98 North, Range 47 West of the 5th P.M., in
the City of Sioux City, Woodbury County, Iowa, also known as Milepost 511.90,
and additionally known as Railroad Engineer's Survey Station Number 74+13.7
and ext:eming‘ in a ‘westerly direction through Woodbury County to tbe.
Iowa—-South Dakota border, locatéd at the centerline of the Big Sioux River in
section 14, Township 89 North, Range 48 West of the 5th P.M., also known as
Milepost 518.9, and additionally known as Railroad Engineer's Survey Station

Number 295+€1S, containing a gross area of 80 acres, more or less, all of
which is more particularly déscribed on that ocertain right of way and track
map. Gesignated V. Iowa 19/ 23 and 24; and on station maps V. Iowa 19/ 5-23b,
s-23c, S-23d, S-24a, S-24b and S-24c (Sioux éity) ;, @l of which are included
herein and made a part hereof by reference., This line is referred to herein
as the "Sioux City Line". The aforementioned- is subject to the following

pre-existing leases:

STATION LEASES OF RECORD BY STATE OF SOUTH DAKDTA LEASE NUMBER
Sioux City 471,473,619,620,641,642,643,644,645,682,869,1103
96
FAGE 10




MITCHELL TO CIAMBERLAIN

Cammencing at the ix;ltersect'.ion with the Aberdeen to Mitchell Llne in the Wy
1/4 of sSection 21, Township 103 North, Range 60 West of the 5th P.M., also
known as Milepost 650.6 and additionally known as Railroad Engineer's Survey
Station Number 2861+00, and extending in a Westerly direction.a distance of
approximately 68.8 miles in and through the Counties of Davison, Aurora and
Brule and terminating at the Easterly line of the Missouri River Bridge in
the &W 1/4 of Section 21, Township 104 North, Range 71 West of the 5th P.M.,
also known as Milepost 442.4, and additiorally known as Railroad Engineer's
Survey Station NMumber 222+17, containing a gross area of 1,559 acres, more or
less, all of which is more particularly described on right of vl:ay and track
maps = designated V.S.D. 19 /8-21a through 38B, inclusive, and on station maps
V.S.D. 19/ S-2la, 5-21b (Mitchell); V.5.D. 19/ §-23 (Betts); V.S.D. 19/5-24
(Mt. vernom); V.S.D. 19/ 5-27 (Plankinton); V.S.D. 19/ S-30 (White Lake);
V.S.D. 19/ 533 (Kimball); V.S.D. 19/ s-36 (Pukwana); and V.S.D. 19/ S—;38A,
5-38B (chamberlair;) ; @l of which are included herein and made a part hereof

by reference. The aforementioned is subject to the following pre-existing

leases:
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'STATION ASES OF RECORD BY STATE OF SO . DAKOTA LEASE NUMBER
Betts 999

Mc. Vernon 944,T185

Plankinton 519,866,1125,1168,1235,1237

White Lake 561,563,564,568,798,1048,1245

Kimball 432,701,979,1014,1163,1164,1244

Pukwana 530,754,847,1114,1155

Chamberlain 377,378,381,382,680,,681,788,916,921 ,987 993 ,994 ,

1088,1183,1188,T151
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BN S F Compizwe#fhe forn and send with original contract to:

BNSF Corporate Support, Contract Records, 4928
Burlington Northern Santa Fe Northeast Parkway, Fort Worth, TX 76108-1848. See
attached instructions for more information.

Contract Transmittal

ONLY ORIGINAL CONTRACT WITH ORIGINAL SIGNATURES ARE TO BE SUBMITTED

D MARK THIS BOX AND INCLUDE A FAX NUMBER IN THE SPACE BELOW TO REQUEST A RETURN FAX OF THIS TRANSMITTAL ONCE THE CONTRACT NUMBER I8 ASSIGNED

FORM SUBMITTED BY: PHONE NUMBER FAX NUMBER DATE SUBMITTED |
Micheel J Gelass! - $17-3504587 8173527218 12104 |
DEPARTMENT LOCATION CONTRACT SIGNED BY: OFFICER CODE
Contracts & Joint F aclies FL Worlh, X Jobn T, Hal J Misc
[] NEWGONTRACT | DATE OF CONTRACT (mmiddyyy) | EFFECTIVE DATE (nmiddiyyw) | TERMINATION DATE (mnideyyy) | REVIEW DATE (middyy)
Complate the ioliowing:
) AMENDVENT ORIGINAL CONTRACT NO. ORIGINAL CONTRACT DATE (mmiciyyyy)  AMENDMENT DATE (mmiciciyyyy) |
Compisz he llowkg: | BN22833 01011986 08/07/1091 |
[] cANCELLATION | ORIGINAL CONTRACT NO. ORIGINAL CONTRACT DATE (mmiddiyyy) TERMINATION DATE (mm/dd/yyyy) ]
Complate the loliowing: 07/01/2020
GONTRACT TYPE CODE | AMOUNT (TOTAL OR MAXIMUM CONSIDERATION) | FORM CONTRACT OR LAW DEPT, APPROVED (SPECIFY) | CONFIDENTIAL (Y,N)
‘ Y
CONTRACT PARTIES (OTHER THAN BNSF) ‘
State of South Dakota ‘
DESCRFTION OF THE CONTRACT

Operating Agreement between BN(SF) and the State of SD. Amandment among other ems extended the term to 7/4/2020, changed the rental payment terms, provided for the
purchase by BN(SF) of the Appleton, MN - Orionville, SD line segment

CONTRACT LOCATION LINE SEGMENT / MILEPOST INFORMATION |
STATE oY LINESEG.# | FROMMP# TOMP# LINESEG# | FROMMP# TOMP# |
3D J
DOT # FEDERAL FUNDED {YN) | FEDERAL PROJECT ID# | stare PrROECTID #

RAILROAD PROTECTIVE INSURANCE (YN) | CERTIFICATE OF INSURANGE ATTACHED (Y, NiA) | REFERENGE NUMBER (IF APPLIABLE)

!

BNSF BILLS OTHER PARTY? (Y.N) CONTRACT NO. (ASSIGNED BY CORPORATE SUPPORT) |
CH EXTRA COPY OF -
cg;;gfg;?& ACCT. DISTRIBUTION SUBMPPHING DEPT. IS RESPONSIBLE FOR
NOTIFYING CORPORATE SUPPORT WHEN 3 O
CONTRACT IS CANCELLED, .
NOTE: NO OTHER DISTRIBUTION WILL
BE MADE

CSU13008 09-00
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2ot # LAY,
londizgs # 5003

>7/1 /&

AMENDMENT TO OPERATING AGREEMENT
BETWEEN THE STATE OF SOUTH DAKOTA AND
BURLINGTON NORTHERN RAILROAD COMPANY
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EREAMBLE

This Amendment Agreement, made and entered into this

day of , 1951, by and between Burlington Northern
Railroad Company of .Fert Worth, Texas, a Delaware
Corporation, duly qualzf:.ed to do business in the State of
South Dakota, hereinafter called "BN" or "Operator®, and the
State of South Dakota, a body politic, by and thraugh its
South Dakota State Railroad Board, hereinafter called

nstate'.
WITNESSETH:
CIT
WHEREAS, the State and BN have entered intoc an
Operat:.ng Agreement, dated July 10, 1986, hereinafter’
"Operating AgreenmentV,

in which BN agreed inter alia, to
become the Operator of the Rail Facilities and to provide

Rail Freight Service thereover, and pursuant to which BN has
provided such Rail Freight Service; and

WHEREAS, the State and BN desire that the Operating
Agreenent be amended pursuant to ARTICLE €H. thereof.

NOW THEREFORE ; in consideration of the state's
agreement to modify the rental provisions of the Operating
Agreement and BN's performance of certain rail construction
‘and acquisition projects, and for other good and valuable
cons:.deratlon, and upon the terms and conditions contained

herein, BN and the State do hereby mutually agree to amend
the Operating Agreement as follows:

Section 1. Scope of Amendment.

BN and the State agree that the Operating Agreement
shall remain in full force and effect in all respects except

as specifically amended in the following secticns of this
Amendment Agreement.

Section 2. Amendment of ARTICLE 3E.1 (Rental Payments)
of the Operating Agreement.

BN agrees to continue to calculate rental' payments to
be made to the State for the use of the Rail Facilities
during the term of the Operating Agreement in accordance
with the provisions of ARTICLE 3E.1 of +the Operating
Agreement. However, the actual amount of the rental payment

will be determined in accordance with the terms of this
Section 2.
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Y1 ]

Artar BN has caloulated the rantal payzent undes the
formula 24t Zozth in ARMICLY 3E.1 of the oparating Agreesent
{*Azount Due Undey Fermula"), the actual rental pavyment BX
pakas to the Ntata Will be detsrzinted as foellawet

(1) If the Ascunt Due Under Formula is lsss than
$2 miilion, BW will pay the state ¥10D,000 am
rsntal, .

(2)

I¢ the aAmount Dus Undex Formmla is grasteT than
81 millien, BN will pay ths State the excess of
the Axzunt Due Undar Formula arove ¥1 nillien ae
gsntal, but in no event lesx than $150,0008,

{3) If the Ascunt Dus [nder TFormla is esqual %o
“c-n:iin”' B will pay tha State $8100,000 as
T Al

¥o later thanm June 1 of esch y8AT Auring the tarz of the
oparating Agrespant, BN shall provida the State with netice
puseuant to ARTICLE 12 of tha Oparating Agreement cf tha
Ascunt Due Under Foraula and the actual amsunt of the rental
pavasnt due under thim Bagtior 3 including an axplanation of
the basim for dsteraining tha revenua attridutabls to the
Rail Facilities. BEM will centinua teo maks Yantal paymanty
unday tho taxrms of this Becticn 2 until the "Reducad Rantal
Acceount?, ax Jdatarsined hersimpftsr, aggrageias ¥¢ million.
The Reducsd Rental, Asoount will be sstablizhed beginning
with Bz Jagust 1, 19P1, rantal paymenk to the State and is
intended to accusulalte nY more than 283 nillien. Thse Reduced
Rental Acoount wWill_be deteralned as follows:

i ' inount Cradited ta
SLIEURARISNOR

I2 the Amcunt tue Undaz Reduced Rantal Acceunt
Formidly is lens than gets credited tha

$1 nillion, BN will pay the diffarsnce betwésn tha
Stata $100,000 a8 rental.

-Amount Dus Under
rormula and §100,000,

If Aneunt Dus -Under Yormula

Raduced Rental Azgpunt
is grester than 3L milllen, gota cradited §1 miilian.
B will E. the atate the
excess ©

& ‘Anount Dus
Unda? Porrzuala .above .
%1 milliay as. rsntal, buk
in ne avant lsass than
‘1°°’ ooﬁb
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If the 2mount Due Under
Formula is equal to

$1 million, BW will pay
the State $100,000

as rental.

Reduced Rentzal Account
gets credited 31 nillion.

BN's June 1 notice to the State shall also include a
statement of the amount credited to the Reduced Rental
account for the year in question and a statement of the
total accumulated amount credited to the Reduced Rental
Account. Rental shall continue to be determined pursuant to
this Section 2 until the State receives a notice from BN
that the total accumulated credit in the Reduced Rental
Acccunt has reached $8 million. Upon receipt of such notice
and for the remainder of the term of +the Operating
Agreement, BN shall make rental payments to the State under

the rental formula contained in the Operdting Agreement,
ARTICLE 3E.1.

Section 3. 2Amendment of ARTICLE 4 (Additions to Rail
Facilities) of the Operating Agreement

BN and the State agree to amend ARTICLE 4 of the
Operating Agreement by adding the following new Section B:

B. Acquisition of Ortonville to ~Appleton Line and

Additions to Certain of the Rail Faciiities_ e

BN agrees to use its best efforts to' acquire from the
Soo ILine Railroad Company a line of -railroad between
Ortonville and Appleton, Minnesota, ‘at’ an :estimated cost of
$900,000. Upon BN's acquisition-:of .the Ortonville +to
Appleton line, it will rehabilitate the liné at an estimated
cost of $1,500,000. In consideration .for the State's
agreement to reduce rental for use of ;the~<Rail Facilities,
and for other good and valuable consideration, BN agrees to
rebuild the mnorth yard in Mitchell, -~South Dakota (at an
estimated cost of $1,037,000), relay -all rail less than
90 pounds per yard between Mitchell and-Canton, South Dakota
(at an estimated cost of $4,556,500), and relay all rajl
less than 90 pounds per yard between Mitchell, South Dakota,
and Sicux City, Iowa (at an estimated cost of $4,707,000),
in accordance with the estimates: attached as Exhibit 1
hereto. BN agrees that it will complete all five (5) of the
aforementioned rail acquisition and construction projects no
later than December 31 of the calendar year in which the
State receives notice under ARTICLE 3E.1 o©f the Operating
aAgreement and Section 2 of this Amendment Agreement, stating
that the Reduced Rental Account has been credited

with ss8
million. If any of the aforementioned construction or
acquisition projects have not been completed by December 31

of the calendar year in which the State receives notice that
the Reduced Rental Account has been credited with 58
million, BN agrees to pay a portion of the Reduced Rental
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2Account to the State as provided hereinafter. The amcunt +o
be remitted to the State in the event BN has not completed
all rail construction or acquisition projects within the
reguired time will be calculated as follows: the estimated
cost (as set forth in Exhibit 1 hereto) of the uncompleted
project(s), divided by $12.7 million (the total cost of the
rail constructien/acquisition projects) multiplied by <8
million (the State's funding commitment). BN shall pay the
State any amount due under this paragraph no later than
March 31 of the year following the year in which the State

receives the notice that the Reduced Rental Account has been
credited with $8 million.

Between July 1, 1%91, and November 15, 1998, BN agrees
that it will complete at least one of the five (5)
construction/acquisition projects in any two (2) year periocd
in which the Reduced Rental Account has bheen credited with a
total of $2 million. BN and the State agree that: (1) BN
will own the Ortenville to Appleton line and all additions, -
betterments and improvements on the line resulting from the
rehabilitation project; and (2) the State will own the
additions, betterments and inmprovements resulting from the
rail construction projects at north yard in Mitchell, on the

Mitchell to Canton line, and on the Mitchell to Sioux City
line..- .

'Section 4. Anmendment of ARTICLE 8 of the Op

erating
Agreement (Gontract Term, Renewal and Renegotiation)

EN :and, the State agree to amend ARTICLE B8A. of the
Operating Agreement by extending the termination date of the
Agreement-’ from July 1, 2001, te July 1, 2020, and by
deleting the reference to ARTICLE 8B in ARTICLE 8A. BN and .
the State. agree to amend ARTICLE B8B. of the Operating
Agreement by deleting that section from the Operating
2greement .in its entirety.

_ Section 5. Amendment of ARTICLE 12 of the Operating
Agreement (WNotices) :

BN and the State agree to amend ARTICLE 12 of the

Operating Agreement by changing the notice provision for the
Operator as follows:

Vice President and General Counsel
Burlington Northern Railroad Company
3800 Continental Plaza

777 Main Street

Fort Worth, TX 76102
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Vice President, Business Development
Burlington Northern Railroad Company
176 East 5th Street
St. Paul, MN 55101

IN WITNESS WHEREOF, the parties hereto have caused this
Amendment Agreement to be executed and attested by their
duly authorized officers on the date herein first-above

wxritten.

ATTEST:

BURLINGTON NORTHERN RAIIROAD COMPANY

R A e
BY _~ . ﬂ/f;{.  Frel

e

Appr ,as ‘7 legajl. fo%{.
STATE 00713'

By__N

'
.

Chairma =

ith DaXepta State Railroad Board
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ldent:
LiyTantg

NONCASH OPER
BURLINGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL

EYP OTHERS . T0TAL
LOCATION: ELK POINT TO ETHAN, SD.
LINE SEG.: 2001 RFA: ACCT DIV:
BEGIN MP: 535.10 AFE: STREET(S):
ENDING MP: 636,70 CLASS: 2 DOT #(8):
RELAY 25,5 MILES 854 CB INCLUDING 7 - #11 TURNOUTS WITH SH 1154 CUR
AND 7 - #11 TURNOUTS, INCLUDING 7 SETS OF SWITCH TIES AND 8400 NT BALLAST,
BN WORK AT  100. 00% STATE EXPENSE CBARGED TO ACCOUNT 709 -
ACCRUED ACCOUNTS RECEIVABLE; CONSTRUCTION EXPENDITURES REIMBURSABLE
35.700 HMBM- M SSND & TRTD HDW SH TIES 19117
FUNLOAD TIES- - COMPANY FORCES 1049 -
*REPLACE 35.700 MBM WD.SW TIES (71%) 9873
2WORK TRAIN SERVICE 640
2800 LF NEW 115¢ BLANKS - STD CARB 23580
267600 LF SH 115§ CWR 1849020
300 FLD WLDS 115¢# ORGOTHRM W/HRIWR - 18900
3 N RH #11 MAN SW COMP 1154 CWR - 29141
4 N LH &£11 MAN SW COMP 1154 CWR 38854
7 NEW ¢#11 RBM FROG 1152 CHWR 38603
14 EA NEW 15' GUARD RAIL 1154 . 15435
7 SW-STAND(S), HTDL (RACOR 112G) 3321
7 CONN ROD(S) F/ RACOR 1126 652
7 TARGET(S) F/ RACOR 112G, RED 37 .
24 PR COMP JTS (NEW) 5010
600 EA TEMP JT BARS 1154 :
1944 EA TRACK BOLTS 1 1/8V ¥ 6" 3049
1644 EA SPRING WASHERS 1 1/8" 566
1576 TIE PLATES, NEW 5 1/2¢ BASE . B3y
157884 TIE PLTS, SH 5 1720 BS 381323 g
896 EA CLIPS TYPE ngn 1646 -
1666 E4 LOCK SPIKES 5/8%yT" 1050 -
482594 EA TRK SPKS 5/8mxou 110822
113800 RAIL ANCHORS NEW § 1/2" BASE 1038149
157892 .ADZ PADS 31433
473676 L4D TPLGS 39789
EUNLOAD RAIL AND OTM 56196
*WORK TRAIN SERVICE 8320
*RELAY - 133800 T.F. (75%) L7415y
¥RELAY o T 'TOURNOUTS (75%) 12403
®pLACE FIELD WELDS 32100
*PLACE - 25.50 NI ADZ PADS 6560
8400 "N.T. CR. ROCK BALLAST 43659
SUNLOAD BALLAST 7810
%SURFC, LINE & TAMP 133800 T.F. 16275
*WORK TRAIN SERVICE 23680
SUBTOTAL 3514440
OVERHEADS:
ACCOUNTING 19472
EQUIPHENT RENTAL 107 162265




ldent:
HYTAWIG

s
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NONCASH OPER

BURLINGTON NORTHERNM RALLROAD ESTIMATE CAPITAL CAPITAL  EXP OTHERS  TOTAL
BUSINESS EXPENSE - 57000
LABOR ADDITIVES:

TOTAL $ OTHERS
ACCOUNTING 19472 53,09% 10338
CAPITAL:
w/s 616420 54,448 335579
TYE 32640 18,654 15879
TRANSPORTATION:
OTHERS =  100,00% X:
N. T, ¥ AVE.MILES x CONSTANT
TIES 100.0 - 396 0.0150 594
RAIL 5182.7 851  0.0150 86157
BALLAST 8400 200 0,0150. _ 25200
MATL ADD'S:

HATL FURN BY BN 2821721 8.16% 230252
LTABILITY INSURANCE 128513
CONTINGENCIES 118317

TOTAL OVERHEADS 1169566

SUBTOTAL ~ INSTALLATION COSTS Y, 684,006
TRACK REMOVAL COST: - . )
 ®REMOVE TIES IN A NORMAL REPLACEMNT (29;) A ¥,033
Q4D TIES - : 628

DISPOSE OF TIES v 1,962 -
SREMOVE RAIL & OTM IN A RELAY 168,751 -
®LOAD RAIL S 43,072
®LOAD DTH - LT 1&,665
STRAIN SERVICE . H 28,475

SUBTOTAL LT 261,586
TRACK REMOVAL COST OVERHEADS: :
BUSINESS EXPENSE - 18,491
LABOR RDDITIVES: e .
TOTAL 3% LBR SURCHG™
MW (231,149) 111,004  52.5%% - 121,375
TYE (28,U78) 53.004  LB.6sS% 13,852
CONTINGENCIES . 8,396
TOTAL OVERHEADS 162,114
GROSS COST OF TRACK REMOVAL 423,700
CREDIT VALUE OF MATERIAL SALVAGED:
269200 L.F. RAIL 7 T/Q'S (543,974)
1833095 LBS OTM
NET TRACK REMOVAL COST (120,274)
TOTAL ACCOUNT 709 4,583,732




ldent:

L4TAW19
NONCASH OPER
BURL INGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL EXP OTHERS TOTAL
CHARGE ACCOUNT 761 - USE TAX = STATES AND PROVINCES _
STATE TAX 4,00% 114,615
LOCAL TAX 1.00% 28,653
TOTAL ACCOUNT 761 143,268
TOTAL COST TO STATE 4,707,000
LEDGER VALUE RETIREMENT
v RATABLE
- ' CREDIT ACCOUNT 8 - TIES
5332 785 EA 6.792 EA SYS AV
CREDIT ACCOUNT 9 - RAIL AND OTM
62770 269200 LF RAIL 2.462 PER LF SYS AV
300628 1833095 LBS OTK 0.164 PER LB SYS AV
_-.-—535-7’56- TOTAL -~ CHARGE ACCOUNT 735 ~ ACCUMULATED DEPRECIATION; ROA_D
RAIL:AND OTM RECOVERED BY RELAY: AVERAGE TIES / 100':
-———— - m———— - - 59
RAIL:¥. TF MATL RAIL JT.B, T.P. SPIKE ANCHOR
. E'é_,;g‘:_cs . 134600 100.00%4 100,004 100.00%100.00%" 100.00%
134600 TOTALS
* NCLUDING TURNOUTS:
. LE LBS LBS
Lo 420 #1 9 § 7 RAIL REG OTM T/0 OTM  VALUE |
_90#CB - 7 42000 21415;»' :
" 858.CB - 269200 1791095 541559
TOTALS: 7 269200 1791095 42000 543974 -
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Ident?
L4784 18

Exhibi+ |

NONCASH OPER
BURLINCTOH NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL EXP OTHERS

e . s " > O T T S G R e b R e 0 e g R e )

LOCATION: CANTON TO MARION, SD.

LINE SEG.: 2002 RFA: ACCT DIV:
BEGIN MP: 295,00 AFE: STREET(S):
ENDING MP: 326,65 CLASS: . 2 DOT #(5):

RELAY 24.6 WILES OF 75 AND 858 CB INCLUDING 6 = #10 TURNOUTS WITH SH 1154 CWR
AND & - #11 TURNOUTS. INCLUDING § SETS OF SWITCH TIES AND 8100 NT BALLAST.

BN WORK AT  100.00% STATE EXPENSE CHARGED TO ACCOUNT T09 -

ACCRUED ACCOUNTS RECEIVABLE; CONSTRUCTION EXPENDITURES REIMBURSABLE

30.600 MBM N SSND & TRTD HDW SW TIES
*UNLOAD TIES - COMPANY FORCES e
~— ®REPLACE 30,600 MBM WD SW TIES (71%)
2400 LF NEW 1154 CB - STD CARBON
259360 LF SH 1154 CWR
276 FLD HWLDS 1154 ORGOTHRM W/HRDWR
'3 N RH #11 MAN SW COMP 1154 CWR
3 N LH 411 MAN SW COMP 1154 CHR
6 NEW 411 RBY FROG 115¢ CWR
12 EA NEW 15' GUARD RAIL 115#
§ SW STAND(S), HTDL (RACOR 112G)
6 CONN ROD(S) E/ RACOR 112G
6 TARGET(S) F/ RACOR 112G, RED
30 PR COMP JTS (NEW)
552 EA TEMP JT BARS 1158
1656 £A TRACK BOLTS 1 1/8" x 6"
1656 EA SPRING WASHERS 1 1/8"
1114 TIE PLATES, NEW 5 1/2" BASE
153578 TIE PLTS, SH 5 1/2" BS
768 EA CLIPS TYPE "E"
1428 EA-LOCK SPIKES 5/8"xT"
468399 EA TRK SPKS 5/B"x6" ,
109740 RAIL ANCHORS NEW 5 1/2" BASE - .
153586 ADZ PADS :
460758 LQD TPLGS =
*UNLOAD RAIL AND OTM -
¥YORK TRAIN SERVICE '
¥RELAY 130152 T.F, (75%)

XRELAY 6 TURNOUTS (75%)
*PLACE FIELD WELDS
#PLACE 24,60 Ml ADZ PADS

8100 N.T. CR. ROCK BALLAST
®UNLOAD BALLAST

®SURFC, LINE & TAMP 130152 T.F.
®JORK TRAIN SERVICE
SUBTOTAL

OVERHEADS :
ACCOUNTING

EQUIPMENT RENTAL
BUSINESS EXPENSE

16386
899
8462
20212
1889005
17388
29141
20144
3308¢
13230
2847
559

32
6300

2639
g2
yus)
370923
1411
900
107659
1001bY
30578
38704
54684
7680
61226
10631
29532
6328
439714
7480
15500
22400

3384025
18744

156201
110 54765




1dent:
447318

NONCASH OPER
BURLTNGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL  EXP OTHERS

LABOR ADDITIVES: o TEm s

TOTAL § OTHERS
ACCOUNTING 18744 53,00% 9951
CAPITAL:
H/S 594722 5Y4,4u5 323767
TYE 30080 48.65% 14634
TRANSPORTATION:
OTHERS =  100.00% X:
N, T. x AVE,MILES x CONSTANT
TIES 85.7 396  0.0150 500
RAIL 5017.1 851  0.0150 BUOY43
BALLAS?T 8100 160  0,0150 19440
MATFL ADD!'S: . L _
HATL_FURN BY BN 2715252 8.16% 221565 * .
LIABILITY INSURANCE : 123710
CONTINGENCIES 113957
TOTAL OVERHEADS ) 1121286
SUBTOTAL - INSTALLATION COSTS 4,505,311
TRACK REMOVAL COST:
*REMOVE TIES IN A NORMAL REPLACEMNT (29%) © 3,456
*LOAD TIES 538 *
DISPOSE OF TIES - 1,682,
#REMOVE RAIL & OTM IN A RELAY 1&3 586 . *,
LOAD RAIL Ny,6u9 .
#LOAD OTM '13;-1&3
STRAIN SERVICE 25,925
SUBTOTAL 2*49,45195»r P
TRACK REMOVAL COST OVERHEADS: . - .
BUSINESS EXPENSE .17,.790
- LABOR ADDITIVES: ST
w0 TOTAL § LER SURCHG _ R
- WM (222,392) 111.004 52.51% 11_6-{{77_
TYE (25,925) 53,005 48,657 : 12,812
" CONTINGENCIES . 8,022
z. TOTAL OVERHEADS 155,201
GROSS COST OF TRACK REMOVAL 405,200
CREDIT VALUE OF MATERIAL SALVAGED:
260304 L.F. RAIL 6 T/0'S (491,971)
1645387 LBS OTM
NET TRACK REMOVAL COST (88,771
TOTAL ACCOUNT 709 4,418,550
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Ident:
4474W18

NONCASH OPER

BURLINGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL E£Xp OTHERS
CHARGE ACCOUNT 761 - USE TAX -~ STATES AND PROVINCES
STATE TAL 4.00% 110,368 ;
LOCAL TAX 1,00% 27,592
TOTAL ACCOUNT 761 137,960
TOTAL COST TO STATE 4,556,500
LEDGER VALUE RETIREMENT
RATABLE ..., .
CREDIT ACCOUNT 8 - TIES . .
4571 673 EA €.792 EA 3¥s av
CREDIT ACCOUNT 9 - RAIL AND OTH
640868 260304 LF RAIL 2.162 PER LF SYS AV
269843 1645387 LBS 0T 0.164 PER LB SYS AV

o o . g e o

915282 TOTAL - CHARGE ACCOUNT 735 ~ ACCUMULATED PEPRECIATION; ROAD

RAIL AND OTH RECOVERED BY RELAY:' . .  AVERAGE TIES / 100':

a— 59

RAIL:  TF HATL RAIL. . <JTB.  T.P, SPIKE ANCHOR
854 CB 60456 100,00% *: "100,00% 100,00%100.00% 100.00%
754 CB 69696 100.00%: *.100;00% 100.00%100.00% 100.00%
——————————— 130152 - :..TOTALS

INCLUDING TURNOUTS: S

T LF LES LBS
$20 #1112 &g $7 RAIL REG OTH T/0 OTM  VALUE

850 C8 Y. 2 120912 BOMUTS 10800 243864
75& CB ' S 4 139392 810912 19200 248107
" roTaLS: . 6 260304 1615387 30000 491971
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PROJECTS IDENTIFIED IN AUGUST 2, 19891 AGREEMENT

LINE SEGMENT  DESCRIPTION OF PROJECT EST. COST

Ortonville to Appleton
-Ortonville to Appleton
"~ Mitchell yard
-Sioux City to Mitchell
" Canton to Mitchell

Source of funds:
BNSF
State of South Dakota

purchase
rehabilitate
construct track
relay reil - 25.5 miles
relay rail - 24.8 miles

Planned
$4,700,500
$8,000,000

$900,000
$1,500,000
$1,037,000
$4,707,000
$4,556,500
$12,700,500

Actual

" $15,9189,881

$8,000,000

STATUS ACTUAL COST

complete
complete
complete
complete
complete

$500,000
$1,639,622

'$1,259,900

$12,220,359
$15,919,881
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. ., © ldent:
’ iog

BURLINGTON NORTHERN RAILROAD ESTIMATE

-y - ———— “ewne

NONCASH OPER
CAPITAL CAPITAL  EXP

OTRERS

LOCATION: HITCHELL, SD

LINE SEG.: 2011 RFA:
BEGIN MP: (651,33)% AFE:
ENDING MP: (652.52)* CLASS: 6

¥ 0,00 BECAUSE TRACKAGE 1

& SWITCH TIES ON 6 T/0'S. LINE 9275 T.F.

BN WORK AT  100.00% STATE

5825 NEW NO 4§ HARDWOOD CROSS TIES
32.080 MBM N SSND & TRTD HDW SW TIES
¥UNLOAD TIES - COMPANY FORCES

*pLACE 397 WOQD CROSS TIES
¥REPLACE 5428 WD XTIES (T1% TQ PLC)
*REPLACE

32.080 MBM WD SW TIES (713)
®HORK TRAIN SERVICE
2400 LY NEW 1152 BLANKS - STD CARB
19200 LF SH 1154 CHR
519 PLANT WELDS

{11 FLD WLDS 115¢ ORGOTHRM W/HRDWR
1 N RH #11 MAN SW COMP 1154 CWR

3 N LH #£9 MAN SW COMP 1154 CB

1 N LH ¢11 MAN SW COMP 1154 CHWR

2 N RH #9 MAN SW COMP 1154 CB

2 NEW #11 RBM FROG 1154 CHR

5 NEW #9 RBM FROG 115 CB

4 E

2

5

2

1 NEW 15' GUARD RAIL-115¢

EA
SW STAND(S), HTDL (RAEOR 112G}
SY STAND(S), LT (RACOR L0)
CONN ROD(S) F/ RACOR 1120
5 CONN ROD(S) F/ RACOR 40
5 SH STND STAFF(S) P/‘ﬁACOR 4o
2 TARGET(S) F/ RACOR 112G, RED
10 TARGET(S} ¥/ 518, RCR:40, RED
10 TARGET{S) F/ 518, RCR:40, GRN
124 EA JT BARS 115#, NEW’
4 PR COMP JTS 1154/90RA, NEW
4 PR COMP JTS 115RE/8SMLB, NEW
222 EA TEMP JT BARS 115F
828 EA TRACK BOLTS 1 1/8" x 6"
B EA TRACK BOLTS 1 1/16" x &
16 EA TRACK BOLTS 1 1/16%"xS 1/2"
828 EA SPRING WASHERS 1 1/8"
2l EA SPRINC WASHERS 1 1/16"
1198 TIE PLATES, NEW 5 1/2" BASE
11524 TIE PLTS, SH § 1/2" BS
768 EA CLIPS TYPE "Ev
1428 EA LOCK SPIKES 5/8"x7"

ﬂ'

3 IN & YARD BU?

M.L, M,F. LOCATIONS ARE IN PARENTHESIS.
TRACK WORK IN MITCHELL YARD. RELAY 1608 T.F, WITH NEW 1156 CHR INCLUDING 6

TURNOUTS WITH C.B. TYPE SHITCHES AND FROGS. RELAY 9591 T.F, WITH S.K. 115% CWR.
CONSTRUCT 717 T.F. NEW 115# CWR INCLUDING TURNOUT WITH C.E. TYPE SWITCH AND
FROG, CONSTRUCT 700 T.F. S,.H.115f CHR. REPLACE 5428 CROSS TIES WITH NEW NO.U'3

EXPENSE CHARGED TC ACCOUNT 709 -
ACCRUED ACCOUNTS RECEIVABLE; CONSTRUCTION EXPENDITURES REIMBURSABLE
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91618
17179
10147
3552
L8559
8872
3200
20212
139840
17983
€993
9714
19754
9714
13170
11030
22783
15435
oug
1730
186
394
109

13

3

31
25114
ey,
554

1320
10
20

241

8
4823
27833
1511
500




Ident:

409
NONCASH OPER
BURLINGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL EXP  OTHERS
53661 EA TRK SPKS S/8"x6! 12334
14526 RAIL AMCHORS NEW 5 172" BASE 13256
SUNLOAD RAIL AND OTM 1418
*JORK TRAIN SERVICE 640
SRELAY 9703 T.F. (75%) 34385
¥RELAY & TURNOUTS (75%) 10831
*pLACE 817 T.F. RAIL AND OTM Y289
=p_ ACE 1 TURNOUTS 1772
®PLACE FIELD WELDS 1877
L INE 9275 TF 24736
6375 N.T. CR, ROCK BALLAST ' 36548
#UNLOAD BALLAST 2420
2SUREC, LINE & TAMP 10800 °T.F. 5425
SYORK TRAIN SERVICE . 3840
SUBTOTAL 682812
OVERHEADS:
ACCOUNTING 5362
EQUIPMENT RENTAL ' L6883
BUSINESS EXPENSE 32246
LABOR ADDITIVES:
TOTAL $ OTHERS
ACCOUNTING 5362 53.09% : 2847
CAPITAL: L . e
/8 146317 54.44% LT 79688
TYE 7680 4B.65% o 731386
OPERATING: I
SCHEDULED  2U736 54,449 TrO wY13466
TRANSPORTATION: A
OTHERS =  100.00% X: e e
N. T. ¥ AVE,MILES x CONSTANT CoL e
, TIES 817.9 396  0.0150 .- T hBsg
L RAIL b4, 0 851 0.0150 . . 5285
BALLAST 6375 90  0.0150 v ... Beoé
. MATL ADD'S: . )
. HATL EURN BY BN 467531 8.16% _ © 38151
s LIABILITY INSURANCE .. 35380
. CONTINGENCIES 35
TOTAL OVERHEADS . 274320
SUBTOTAL - INSTALLATION COSTS 957,132
TRACK REMOVAL COST: :
#*REHMOVE TIES IN A NORMAL REPLACEMNT (29%) 23,458
#L0AD TIES - b,006
DISPOSE OF TIES 15,332
#REMOVE RAIL & OTM IN A RELAY 15,421
2L OAD RAIL , 3,584
*L0AD OTH 1,407
®TRAIN SERVICE 3,500

- -
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iqent:
ko9

NONCASH OPER
BURLINGTON NORTHERN RAILROAD ESTIMATE CAPITAL CAPITAL EXP OTHERS

WG P ——————— e e

TRK REMOVL SUBTOTAL . 67,508
TRACK REMOVAL COST OVERHEADS:
BUSINESS EXPENSE ‘ : 3,789
LABOR ADDITIVES: ’
TOTAL $ LBR SURCHG
H/W (47,369) 111,00  52,51% 2,872
TYE (3,400) 53,004  48.65% 1,653
CONTINGENCIES - 78
TOTAL OVERHEADS 30,392
CROSS COST OF TRACK REMOVAL 97,900
CREDIT VALUE OF MATERIAL SALVAGED:
22398 L.F, RAIL 6 7/0'S (83,235)
175898 LBS OTH
NET TRACK REMOVAL COST 54,665
TOTAL ACCOUNT 709 1,011,797
CHARGE ACCOUNT 761 =-'.USE TAX - STATES AND PROVINCES
STATE TAX B,008 ° - = 20,163
LOCAL TaX 1005 : 5,040
TOTAL ACCOUNT 751 " 25,203 | -
TOTAL COST TO sm'ra - "j 1,037,000
RAIL AND OTH macovzaég, BY RELAY: AVERAGE TIES / 100':
- --_‘-- - P 59
RAIL:  TFMATL ~ - RAIL  JT.B.  T.P, SPIKE ANCHOR
904 €8 1608 . 100.00% 100,003 100.00%100.00%100,00%
758 CB 9591°: " 100,00% 100.00% 100.,00%100.00%100.00% -
11199 TOTALS i
INCLUDING TURNQUTS: ,
- LF © LB LBS
$20 & 14 $9 #7 RAIL REG OTM T/0 OTM  VALUE
08 CB 2 4 3216 28307 36000 9245
754 CB 19182 11591 33990
Croras: 2 b 22398 139898 36000 4323

22398 139898 36000 Q3235
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MAP
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EXHIBIT D
OPERATING PLAN

BNSF intends to make no changes in operations or service as the result of its proposed
acquisition of the Core Lines, and no traffic diversions will occur. Train service will continue on
the same schedules as it now operates, the same equipment and crews out of Aberdeen, Sioux
Falls, and Sioux City will be used as are currently being used, and shippers will continue to
receive the same service. There will be no rate changes as a result of the transaction. All
interchanges will be maintained pursuant to existing agreements. No abandonments or
discontinuances are planned. Accordingly, the information and data provided below concerning
BNSF’s current and projected operations fulfill the Operational Data requirements of 49 C.F.R.
1150.5.

BNSF’s current and projected train service on the Core Lines is as follows:

Train Route  Train Type Days Operating

Mitchell —

Aberdeen Local M, W, F
Aberdeen —

Mitchell Local TU, TH
Aberdeen —

Mitchell Local SU

Sioux City —

Mitchell Local TU, TH, SU
Mitchell -

Sioux City Local M, W, F
Sioux Falls -

Canton -

Sioux Falls  Local M, W, F
Sioux Falls -

Mitchell -

Sioux Falls  Local TU, TH, SU
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Aberdeen -
Mellette — M, TU, W, TH, F,
Aberdeen Local SA

Notes:

Some trains also operate on lines other than Core Lines.
Grain trains are handled on non-scheduled service.

The counties and cities currently served and to be served by BNSF on the Core Lines and
connections with other railroads are as follows:

North/South corridor running south from Aberdeen to Sioux City:

Brown County - Aberdeen (connection with BNSF mainline; connection with SD owned
DMV&W operated line north of Aberdeen; also DM&E has interchange rights with
BNSF in BNSF's yard and DM&E has a series of trackage rights between Aberdeen and
Wolsey), Warner

Spink County - Duxbury, Mellete, Ashton, Redfield (connection with DM&E branchline
between Redfield and Mansfield), Tulare, Spottswood

Beadle County - Bonilla, Wolsey (DM&E mainline intersection with the Core), Virgil
Jerauld County - Alpena
Sanborn County - Woonsocket, Cuthbert, Letcher

Davison County - Loomis, Mitchell (connection with Mitchell to Kadoka line owned by
State of SD and operated by Dakota Southern), Ethan

Hutchinson County - Dimock, Parkston, Beardsley, Tripp, Kaylor
Bon Homme County - Scotland

Yankton County - Lesterville, Utica, Napa Jct., Yankton, Gayville
Clay County - Meckling, Vermillion, Burbank

Union County - Elk Point (connection with SD owned, D&I operated line between Elk
Point and Canton), Jefferson, N. Sioux City

Woodbury County, lowa - Sioux City (connection with BNSF mainline which has
connections with UP and CN)
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Mitchell-Canton (the North Fork of the Core):

Davison County - Mitchell

Hanson County - Alexandria, Emery

McCook County - Bridgewater

Turner County - Dolton, Marion, Parker, Chancellor
Lincoln County - Lennox, Worthing, Canton

Canton-Sioux Falls:

Lincoln County - Canton (connection with SD owned, D&I operated line between Elk
Point and Canton), Harrisburg

Minnehaha County - Sioux Falls (connections with D&I line to Dell Rapids; BNSF line
to Madison, BNSF lines into Minnesota; the Ellis & Eastern line between Ellis and
Valley Springs)

The volumes of traffic interchanged in 2004 at each interchange point are as follows:

IC from

Railroad Initials City IC to BNSF BNSF Total IC

DME DME Aberdeen - - -
Redfield - 3 3
Wolsey 14,163 1,203 15,366
Dakota Southern DSRC | Mitchell 82 453 535
D&l DAIR Sioux Falls - 1 1
Sioux City 467 369 836
Ellis & Eastern EE Sioux Falls 202 2,264 2,466
Union Pacific* UP Sioux City 152 737 889
CN* CN Sioux City 2,611 14,950 17,561
17,677 19,980 37,657

* Via connection from BNSF mainline

In 2004, approximately 43,000 carloads were transported over the Core Lines. BNSF

projects moderate annual traffic growth on the Core Lines over the next two years.
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BNSF RAILWAY COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in millions)

December 31,

Assets

Current assets:

Cash and cash equivalents

Accounts receivable, net

Materials and supplies

Current portion of deferred income taxes
Other current assets

Total current assets

Property and equipment, net
Other assets
Intercompany notes receivable, net

Total assets

Liabilities and stockholder’s equity

Current liabilities:

Accounts payable and other current liabilities
Long-term debt due within one year

Total current liabilities

Long—term debt and commercial paper
Deferred income taxes

Casualty and environmental liabilities
Minimum pension liability

Employee separation costs

Other liabilities

Total liabilities

Commitments and contingencies (see Notes 3, 9 and 10)
Stockholders’ equity:

Common stock, $1 par value 1,000 shares authorized; issued and outstanding and paid—in—capital

Retained earnings
Accumulated other comprehensive income (loss)

Total stockholder’s equity

Total liabilities and stockholder’s equity

2004

$ 321
165
339
293
554

1,672

25,762&sp;
1,637
1,859

$30,930

$ 2,346
160

2,506
1,669

6,286
9,533
7

15,826

$30,930

124

2003

$ 18
129
266
280
224

917

25,016
1,077
1,455

$28,465

$ 211
244

2,355

1,736
7474
462
359
144
1,250

13,780

6,286
8,533
(134)

14,685

$28,465



Exhibit F




EXHIBIT F

INCOME STATEMENT

125




BNSF RAILWAY COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Dollars in millions)

Year Ended December 31,

Revenues

Operating expenses:
Compensation and benefits
Purchased services
Depreciation and amortization
Equipment rents

Fuel .

Materials and other

Total operating expenses

Operating income

Interest expense

Interest income, related parties
Other expense, net

Income before income taxes and cumulative effect of accounting change

Income tax expense

Income before cumulative effect of accounting change
Cumulative effect of accounting change, net of tax

Net income

2004 2003 2002
$10,857 $9,380  $8,963
3,313 2,959 2,902
1,358 1,231 1,145
1,011 909 930
790 p 705 698
1,335 1,093 848
1,341 793 764
9,148 7,690 7,287
1,709 1,690 1,676
128 144 153
33) (25) (20)

2 13 12
1,612 1,558 1,531
612 574 570

$ 1000 $ 984 § 961
— 39 —

$ 1,000 $1,023 § 961
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EXHIBIT G

[Not Applicable]
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EXHIBIT H

[Not Applicable]
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EXHIBIT I

NEWSPAPER ARTICLES DOCUMENTING THE RELATIONSHIP
BETWEEN THE STATE AND BN/BNSF
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etbasket:bill at the end.of December was- no 3/

our-tenths'of a percent’ hxgher than it was.. ‘ tMARKET —=an Z /f5//

thewstart”of -the"month™—= ‘_ - —-*Conﬂnued on: paqelﬂ__m__ I«zg ﬁ4+_

- "'dlscussed—thea-possxbmty——of holding—off-.-
. operating plans for another year to “let
"..’thmgs sort out - Repubhcan leaders see.:

- ‘.The‘ratxonale is- that the state. has pur'- -
- chased the line, so let's get-the trains mov-
.ing again,’ said-Sen- George Shanard, R- * ...
-Mitchell; the Senate assxstant maJonty N
leader.” . - Dt
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mnnu:lanﬂur_mkuds_ml__numuh
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n n SIQn ,  Continued page 1A

requirements for its present level of -lng “plan. But’ Bardmg and other

, — . capitalization,” Myers said. “How-  said they were reluctant to commit ]

ec T o r a - -gver, the line does not meet; nor is  state tax dollars — whether through

there any indication it could n;lee; a ltl:e ope{ltot?x' tax or an %‘

— 'Presi- a reement that_doed preserve the ~return requirement if the (Milwau: sales tax-increase — to subsi-
|ga'ﬂ"“§nld"‘"’htg>ﬁ”6r ‘of BiiF country a an'i)ﬂs gaimedat Kee bankruptcy) trustee was forced - di‘:e‘dpﬂ""’ WW ©a the state--~

free to re-  trying to get-those people home !0 return thatkind of return not on&}y ""mu‘?f: o to eventually ba
tions with __ which we all hope he'll be success- o7 its railway value, but on the e L vedpe y pay . |
a différent ful in doing.'’" . - - extra.$42 million in repalrs.neccs’—their ews_say. within. reason . LT
dministen sary to-keep the line in opera- somewhere down the road we'll |
tives-are 'The_president-elect said later in tions.” have to {ind a new sofirce of trans=" |
ptakes or—~"“’ day that “all of us feel a little "~ Legislative leaders agreed that  portation,” said Assistant Senate
more’ optimistic™ about the situa- . the requirement was unrealistic, - Minority Leader Roger McKellips, -

tion in fran.- - and shid that's why they fear forthe  D-Alcester.

,‘";';u?“gi __“At_ldst. we might be getting future of the Milwaukee, and x_ubse- And at one point, McKellips said g'

ment com. _dsomeplace,"' he said, “alleast Ifeel quently, the state-owned track... , the state may be ‘“‘grasping at

s into-the— hat way.” e .“It's something that has every- ----- -straws”" in its effort to keep rail- . E
e T -another developmenl Reagnn body in the state kind of jumpy,”’ roads s greed &

\ny agree- - announced:that Dr. Daniel Ruge, a . 52id GOP Sen. George Shanard, R-  Bat Myeﬁl m.dllu vebemently

res, I could . Veterans Administration neurosur- -Milchell, the Senate Assistant: ma: . thatthe ature shoald drag lts.

lared. “On___geon, will be appointed White House -”f“y leader. s feet on helping a pﬁ""" opentor 1

ink anyone = physician: Ruge, 63, an.expert on-~ ~“'We've got to have that to make. - come Into the state. - Sy

n.a blank .spinal tord and brain injuries, re- the core work,” said Senate M‘j"” If we take that “um“' 1he'z': Y o

ve. you.an . places Dr, Willfam Lukash, who has__ty Leader ‘E*P??E,H"ﬁl“g' will determine the outcome,” be

~served_as White House physician ~Pierre. " 8ald"'why should they (federaland -
fident that " for 14 years under four presidents. - _Some legislators came to Plerre railroad officlals) bother to perpet. 8;
lowa rd ati— Lukash will“relire-Jan, 20,77 s this-year-saying that- tbe’fnclrhnd-—ﬂate the-line that-‘we-aked them w———
“'been_bought and the next order.of perpetuate’ when we ‘thtow in the ™
. bmmwwmw.geun opcrat.-mlowei..beim they.do2il .. Sat

. 8‘
"
- L Jar
e+ R sar
_;_"_____ v vy . i 1 e oy “'»ﬁ’q-ﬁ—-_‘i' coory

Sy 0T ﬂxmmemeenmmvfml TR BirdEH Sd e ecathe: sage -pnizummm-an igh
ister. <Mo- sxwas*still ancasured dn-very darge . -gmesusing tindowa, '*buw;emﬂrglg Mthexgéby “diseouraging Wem? “"“5.;'2
indetailof * numbers” and “serious problems ™ jot of cities in the South- where w - using. electndty during u,m Tora
essage—lo--remam—‘_ pmamynn T worked ‘even better"" ~ "
=Neither=U: S-—nor-—Algennn-n(ﬁ-
\eet_ agdin. .:cials would .make..any..comment.. -involved-work even better for eit o
~who have - after the discussions here. "~ the size of Sious Falls. As an examy- " Plant {UPPﬁeS powter l;tu' most of the ;w
ens in the . - In Tehran, a four-man Algegian ' ple; Albany, Ga., with about 100,000 - At 39'"'”::" e uildings, but
- diplomatic team continded tdlks' people, installed the cireunit-breaker . ﬁ:ﬁnm circuit-break-
interme--.-with Iranian officials, dividing its:=system and,said Birdsall and Rws——'”’ 20 and bas no immediate le—- -
1gton ques-" .day between the Algerian Embassy paid “f6r~ it on- one hot summer . to do so.. v
aboutanew and the lraman ane Mxmstry ~_day. - In 0
.o tha

IRt T Lt

v N Tl L it

"e Cny.-méanwhﬂe, the
pmore*'*&“'_";’“ Xiiz 3t Pirdsall’s o

i 1oeing 3 .
e stisae~sadorto- e~ United- States-Relida’s -conTpicaten S Fails SRiGaiy= = SneemintEEriopes thatsil-cen: e
oghe: ;03,_., Malek, told. a reporter he did npt Orange City and Osage all use mu-- m:tched there. Birdsall found that -
to Algiers . “Kriow” ~Wheni-——the==intermediaries - nicipal- powerplantsorthe majori-—00 y-0ne-ofthe -700.people. with-the .. «
jut Chris. ~ might leave for Algiers or Washing- -~ ty of their power.. ™" metal box last summer asked that it

._'nwe are . bus workm " hew~ Sioux Faus ge[smcpe than N_per- be remove&x.nd that the seven-and- -
%g&_ﬂ:;’;,:::?d b Y & cent-of-its-electrical-power-from_- 8-hall:minyte_shut down of the Alt__g
An’A A_lgemn Foreign Ministry of- RSP, a multisstate-network of con- _Conditioners. and _ water beaters Sal

& ﬁ,%l—}}:si_fr cial said the four:man team- \vould-'—ﬂ"“el‘s-md generating- Pllﬂtsf-*—h‘m?,%-‘:;—e%m the te e
= officials DOt return here to’ meet Chris-- “It's not as viable here,” said- Sf",,o,,,d robms. ater or air con-—
e pr—— topher =S seltE L - Chuck-Meyer, an energy engineer - T s
. s ieen osornene;JOF NSP.in Sioux Falls. **We really " "*If = wé;n NI

““'couldn't do it in just one city ui 134

T wants to give Eggome;b_elp "his Orang:

A e A R e, Al . AEa




ions abound, Green said. M, ursen su

T —— “That's why on.a hot sullrx.ﬂﬂ_v_unj;ﬂ_sn wnrked,.ﬁreensnaked up snmenl thownega «—*[.don'{-want lo come-across-iike-i- Doug—
'» ousy. Green Csaid. ‘tive-charged ions hnmselr : . the Brooklyn Bridge," Green-said. - -~
B . " ACROSS*
T .4 .' -m ©:7. 1 Metallic 115 C soel ) X —— (E lnd)
B 'laC e l‘al S y dement. —. .. . 119 Israeli dance * 39 One of the- ~ 79 Greek epic,
: . ormal - ® Olive genu= 120 Serious and: Muses, poem e
. ¢ A‘:{,ﬁﬂg‘(pﬁ’g ’(vs,‘,’{:, Ianguage - 64 Field flower * comb. form 40 Atelier ftem .80 Film pmduéﬂ- }
g '—'—_’—FTLRRE S.D. — State legisla. ~ ~1Greek . . .66 Gaming.cube = -121 Courage 42Founder of the .- Ponti : - —-
tors will. roll up their sleeves mnd - -philezzpher 7 57 Comedian Phil | 123 River in Fram-c- Hungarian L P Granny, etal. -8R RN C é
. begin work this week on the_state.. 15 Quick G2 Diunder. (alnng) 4 Hmne wings - -84 Jnpancse porgy - —|—— / - _
e rim e rallroad | plan, which is expectedto_ ——19 Kind of exam 70 Swamp *_ €5 European .
- te The—mhl B! e 20 Video's partner 71 Italian resort 126 Fisherman' songbird RS S ; g {
With last year's lasl-min| ute com- 21 Fleet T2 Twist - “basket g8 Fished for X ST .
v promise on the railroads haunling 22 Assam 76 Marble . _127.This, in Spain . 46 Mechanical - \ampgeys S AR
B R = e o - A
. The Special Committee an Rall . 2 Forbidden thing: 82 Winglike - 128 Opposed to lee 47 Reglons 91 Capélike L o
1 road Operauons is’ scheduled to . 24 Chant merrily__ 83 Personof - - -130 Partof HST - 49 Metallic element - vestments- °
- meet—Wed, y-to-come-up-with—.. 25 Correct_______grea lpﬁ_gt__lllfnr,hluhll_ﬂL.J?IMyxius,__JL_Enmm‘.___‘ el ey
T om—how—loget 2eDwnills-nllicu—ss-Founder of first  DOWN ‘acavernin , 95 Homilles:
. trains running on portions of the 780 - 21Growingout . American - _1City district - Sicily . 96 Container T C I a S s f
- miles of state-owned track.. 29 Made wrathful . woman'’s. 2 Horse or lung .5 Nickname for >\ 99 Morley or - : l I'
Lawmakers . said they'll start 30 Chalcedony - - magazine 3 Zola opus, the Windy City .\ Mitchum
i “:;:u::as;: funbre of (Jespite the . 31Sponge. |, sHaleorladd . 4 Coagulates .52 Yugoslavian 101 “The ~ e .
___:Lﬂam:.g‘ — ' — g P -
aee Road's maig line from Jonath- wLast § =87 French girl's -—--§ Held session ‘liquid measure — Chalice" I
an, Minn.; to"Milés City, M stior 7. mame. 6Enticing ~ 55 Neck artery =~ JOYEronery -
“We will have to assume gl.'; the . . Life ... 89 Patrioticorg. 7 Warship_ 7 57 Stores in a silo . .104 Daughter of . -
northern line will operate," said As- 34 Haggard opus 90 Hearts -8 White-or-Blve:=60-Hars
sistant - Senate Majority Leader - 36 Part of the ', 81 City'near the 9 Cellini, - sound .. 108 Plant pest -
George Shanard, R-Mitchell. - calyx * .. Nile —=- for one~ " " §1 Metalli¢ element 107 Great strengtihs o Lo
Some legislatars said jt was futile .38 Understand ___ 92 It resists m_gmbn 62 Flighty. 108 Home.of the - - 3
1o do any work on the rallroad issue 41 Ugly crone oxidation. - 11 Tibetan monk 85 Personality < - = T N
* unti) after a Jan. 16 hearing on the tkin. 94.Shoe. 12 Mimnickers__ - Name
— main- hne-—whnch—xs—crucial;tr(he—— N Sir arm_ accessories 13 Fla b = d
°°f}f'\5§‘ia'§l‘uf§?'?§af'.§’n‘f§£ wI:';lnd * - 45 Highest note ~~ 96 Metallic element " material Address
o iup_going_nowhere_to_the_horth,” © . ofthegamut 97 Chemnical suffix_ 4 Strange _City.: M
i safd House Minorily Leader Lars ‘ “ Papal rgam‘f’"-" "98 Malay gibbon . - 15 Untamed - ""Ph -
-\ ——Herseth;-D-Houghton, - © - - 100.Dispatches— 16 Dry one
. Gov. William Janklow has" al-. argument 101 Exhaust - 17 Warble : :
N S ready proposed a commodities la& ' 52 A downspout 102 John — Passos 18 Receipts or .
i o raise-$3.5 million te-subsidize o + 54 Swiss canton 103 Straw broom profit . 2 John = Garner . . D" Days D1
s Cralions—of- the mewlysequired 55 Hgher than 103 Umy'scousin? 28 Singe Merman 15 A migrat c “Minir
. ~————-—_ - Lts.. - 106 Twining stems .- 31 Coffeehouses 76 Mountain .
And House Speaker Walter Dale’ - . 1 ¢
"Miller, R-New. ;!,Jnderwood said he 58 Article- .- ... 108 Scimitar - "7"23 Hemispheric \" “lakes . Plu
"~ 'has a bill drawn up-to keep 'the 1 58 Slice off 111 Foamy yeaston’ org. . 77 Pierces wi
cent sales tax until March 31. He. 59 Flowering shrub  malt liquor *. . 35 British Pl!nm.._.a tusk J u St
- wants tp putithe -$4_million_to $¢.* . -
H|m——=="nillion-raised.from the extra penny ", °>7 PR
- intea trust fynd for the railroad, " [ T3 [« 1 anate a
: The Legislature will be coming - 5 1
e e a-,,-w:mm.: To N b - 53 N —& dads™
_.___\__—tm.n Wm_ sawriakers “togk - Ll 2w = st —fr—t = e = = ¢ BB
’ Friday off to give Janklow time to 3 1N 24 - . %] - WﬂhL ini
- up s EXecutivToTiers S = i T = ™ - J-Mimemum
. wh)ch nrenm\'l‘uesdav R T o T ifl i : N i Bl ] = Mldweek ‘
! Legisiators apparently were ex- 5 i R - o e = B - Y -
. p:;lmg a Ivme x;,f gubern:dtormdl ' N IR : : . RIS AR . <4, Price of it
. .. orders similar to the'{5 introduces 8 = T > v
.} 7"""by Janklow atthé lasl minute last ~ Jg. f“ B |- " | — -advertiser
year. - . jag’ a3 N E =151 = - ‘s
. But Janklow smd he only has |- K e b N — [——
-three-exeocutive sorders-.this. year. 54 B3 7
.+ One would merge all 4gencies and * ; - === e .
. ~baards dealing with alcohol or olher . ﬁ - B 61 T &
drugs under one statewide council. - : i - . T
A-second would recognize in stdtute —.__[° i D I s " T o 1.
ast year's strudtural shuffle in the .~~~ ! Gl el it E : I S - —
.-. " Department of SmI:I Services. And "} - N R . . 0. ¢
s the final order would create a super "~ —— e = 4 . : B
*.board under the Peparlmenlp:( . 7gmepes i 77 S DR I O 77 RERS 0 I ECTRA I OONS < MR SRS []
.~.-- Water and Natural Resources to ~ W& B — 5 —_ g =t
{deal with all mining, gas and oil i BRE M0 SR . ] ) “11.________11
questions. 87 90 o7 - L
Janklow's executive orders take Y S JR [T ) (R, R . I { o
_ . effect.July1, unless struck down by 2 BB 193 53 95 96 P R SO . : L
© 7 the Legislature. - R - - - N J o« . -1~
. Some sparksmW - 7 % £ K - 0 : P'g
. when the C t Commis: 1ot O B . I ° Vl
Cwith the Appropriations L e i . I ol 1 ar i)
L. Tlee. Janklow -has said the . 3 i B e 1 '
v} state-owned -plant might be le.?éed 103 o M 112 n3_jne B2 Vi N7 [n8 Car
AR to a privale firm and lawma T x . B . ] -
: are sfrre to'press commission mem- e o 21 . A O I s 3 Exp
R bers fordetails. g z . L
* " " Last week, Janklow quoted Port-’ 12 . . 125 ] - . k . - N ) 1
N land Cement . Assoctation . figures B3
4 e ol m;«-u—'wu neernnt dantine sin » s Y SO

- eemedt use ih Soith ‘DAkota over

. % . the last year. - . - ' e CRYPTOQUIP - - . P N
g .3 A-The tee wxll alsn 1d . ~ L
¢ [l Janklow's _recommendation ‘that - - K R

—the 1;500 sjate workers ge(an 8 pep-———»——— - <
- cent, pay hike for fiscal year 1962. -~ Y KN J R'VNV____ < - A 2008
The State-Employees Organization— "~~~ . Today" -mmﬁlﬁﬁ-?‘ﬁ?quﬂiw T < =
) has-already said it will settle for the < . o T ” . : -
5 ~—raise, - whmhﬁnmounts_to nbnul - R bl Olll.lan.l‘\l"_smdr" _ — e e 6‘
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*Jmlwaukee e Governor;s;tunew—

Canﬂm:edfmmpaoem_‘___. - i -

. ' lhe rate of return on the.value of its COMe-uUp with higher return rntes
© . assets would have to equal the cur. than other railroads. State Rail c an es on ral s
. js ~ Director Jim Myers said industry .

reat market rate of return. That is

about 11 percent.” figures--show- American railroads :
Levin ' said, ‘“Investors will not averaged 2.68 percent rate of return By TENA ANDERSEN terested in a bill propoud b House
invest in the railroad industry if the n 1979; 1:52 percent in .1978; and — . .Associated Press Writer . Speaker Wajter Dale Miller, R-New
railroad is not permitted a reason- . 1.73 in 1970, ' -PIERRE, S.D. — Gov. William - - Underw iller. wants to extend
able rate of return.” Constance Abrams, an official in _Janklow changed his tune on rail-_ _the_extra_penny "sales tax until-

‘In a-December 1980 report the ~ Lhe ICC's office of policy and analy- ° road operations Thursday, coming ~ March 3i; Taising an extra $4.3 mil-
1CCis-Washington steff justificd the-- sis said other railroads aren’t com-__close to*endorsing a plan for local .| . lion dollars above the amount need- )
11 percent requirement by saying: “-parable benchmarks. ~ - groupsto-hire-train operatofs it~ ed-for Tall purchagé:~——-=" I
“A railroad whose prospectiverate ~The.fact that other railroadsare stead of the state: . Miller wants to put the money in a s
of return falls far short of its cost-of - .earning that and are yet quite bank- “I think ‘that idea is enhrely tiust fund for railroad purposes. - d
_capital would have. poor- prospecr.s rupt is valid, especially understand-  workable— to turn the whole thing - Janklow and Jones are eyeing the . U4

ing the fact that you are using great * into a regional railroad,” Janklow = cash for rail operations.

+ < lor retaining or attractin, i
. T hence little Sikelibood of ge%:!:nmg'—ﬂ“lr"f federal funds-ttorevitalize-—said:— ~Adopting-theJ ona'plarmrzhr"&
| . .- financially self-sustaining.”-- . the line.),” she.said. - © . “The state }mght have to subsi- ‘make the governor’s proposed com- A
-« To put taxpayer money into such Janklow, argued that there are dize them thé first year, then the modity tax unnecessary, Jank.low col:
" a reorganization is incompatible Other considerations beyond' the - regional railroad authorities-could - said. . hig
_with the pubhc interest, the report line's immediate return. . get set up and handle the responsx “I'm not puslung that commodity L
said. “*We're in a problem here that in-  bility,” Janklow said. ™ tax that hard,” Janklow said. "BuL/s
But Janklow said il is inconsistent " volves the whole economic welk  Lawmakers call that ldea the® I want them to do something before 3
‘to requlre a reorganized railroad to'.. bemg of a regmn of America, and Curt Jones Plan. - - . Feb, 15" e g0

._Curt_.lones._D~Bntton,-sald———"Sen.—Jones—atrong—poln!——ls—-m
mround South ‘Dakota) Have’ recog-—it’s nothing different than what he's™ Whenever government provides i

* E ! t ‘nized that before,” he said. . been saying for more than a year." . something, people don't really take 2
OS a es_ .- "‘South Dakota's.people are going “1 know farm people, and I'know advantage of it,” Janklow. said—.. . you
- to pay for that railroad-one way or “:elevator people;™ he said. “They’ll "~ *T think there’s.a.powerful lot or» Nos:

"' . Continved-from page IA, 8ﬂ°ﬂ"er*'1'hey re going to-pay forit.:-go where.it's the-most-convenient.:i-merit to the way he explains it,” he
MR SR if-it's-Funning o their going topay=—and"the"chienpest™THATCoUId be"&™—Eid. ““Thé only .bad thing we could
TR Other top-level omcxals also met , for it if it isn’t, by the amount they truck or crossing state lines.” do on railroads this year is noth- - e
; Thursday to'weigh the latest Irani- :.10s¢ on their income,” .Janklow = The stateshould own the tracks, ing.” ] -
- an terms; which were understood 6.4 -Saidess - . -+ Jones said, and more track shouldy e

be_purchased-as- long.as—nbando

deal chiefly with .$4 billion .in ... Janklow and otherssald_ cdopera-
. -,hlocked—ndeposrtsﬂm"‘:ﬁverseas'_-ﬁ Tﬁ',ﬁfﬂﬂc
o SAmeficanh :

e ﬁrst time m“zﬁ years." )

% fort to coordmate local groups, get-
. peanut growers were not able to

tm them all the. facts and fig

- ol negouauons the U.s. oﬂ'lcxals C T
have been consulting with private - " tion would see that there are agri
€rs whose instfutions hold the -CICTE ——
.. ‘Iranian money." e wnational- defense considerations in -

epresemauves—-—of—-the—Whlté—Prﬁeﬂmg_lhaLnorlhem.lme....._._gelher_under..exnstmg_regionnl-rlll_bgld&_AJd!rﬂan_hmlts.mnuL._
House, ‘Treasury Department and + Rep.. Joe Barnett, R-Aberdeen, -authority laws to hire an operator -imports, but last month the Carter [

ey-ne 5
Jones said counties would join to- - Deeded to satisfy American house-

 Federal Reserve Board conlerred Housing majority: Ieader said. ‘for the trains.” - . * administration temporarily lifted a
late Thursday.—--—— “Janklow - said - pressure —from — - What-if nobody wanted to join?—- ﬂ-year—old peanut import quota.
_ “Idon't know if it's more feasible South Dakota’s congressional dele- *_ ““That's for those people out there - Peanuts will be brought in from X

i the PR —tne—8e xow-h*mewwlmn%mdmﬂmﬂmﬁ r—ﬁrmm::@ma—l dit—Sudan—and—nr
'm_j”»ht 1;1 '-_’_._‘ the.region -and-possible-changes:in-thinking;!%: Jnnes—sajdv“lfsthey re: Brazil, but. it - will: take: - about two~ A rd
¥ the~membership=of-the TCC (10 De ~ not “willing "to forti~a regional ay- - months to tiansport the nulsto food —~ Ane
Stale-desngnate appointed by. incoming .President . thority tooperateit, ltsgomgtofail ‘distributors. The import costs will _ gur,

HL e. U

Secretary of

Alexander Haig was at the State' .Ronald Reagan), could solve the anyway."” be passed on to consumers. - B
-——~—Department Thursday-night-and in«=— problem.— e e Jones said the state should- go—’-ﬂcﬂl school-children will not be ‘5
| dicated he has; been' briefed on the After the meeting with Ogilvie - after federal grants to repair and forced to sacrifice -peanut butter 2w
: Iranian response, - Tuesday, Janklow said he and other ypgrade the lines. In-addition, the _until mid-spring, said David Lyng, - cn

‘Haig said, "'I've been fo"owmg it officials in the region have a-month state should raise at least $10 mil-——who manages Nordica_Food Ser- _
very closely and leave any com- tocomeupw:th$45milllon tofixthe ' lion . for low-interest, - long-term vice Inc., a federal  government

ments on it to Mr. Muskle. at: 1.3351~ ‘main Milwaukee line._ .. ____loans to local groups. - . -»_commodity warehouse that distrib- -
unm next Tuesday.” N Bylate Thursday,.lanklowh . Jones" said he wouldn't op se - utes bulk food supplies to various
Terused to CommeEnt on efed—tegislativeteaders—omthe—~gtate aid for early subsidies to l!’Ii South~Dakotapubl
) poss:blmy of-a breakthrough. . _ '. session with Ogilvie. He said .he. ' operator, as Janklow suggested. - said when the' current supply runs
. Meanwhile; Iran‘s top negotiator  didn't-have-time-to-talk-to. each-. “What I'm scared of is we're low, that'sit——————
+i——....told his country in a broadcast that individual legislator, but used a  going tostart a subsidy and it would 5o far the supply is good, but ..
today is the last practical day to  press conference to notify them. beanever-endmg subs:dy with peo- " there’s no more .available,” Lyng -
", work put terms between the two na- Democratlc leaders -criticized ple opposed to jt.” he said " said
tions—Behrad-Nabavi m.d hispov=—" for -m--s wucu\m._ Jones said he was surprlsed by .And BI‘OCCI'S wou)d not Pl‘edlﬂ

g U M 4 D
scralch what it has accompllshed" reqmred somie SeCPGC)’ and'that the idea after he and the governor dls- 1 “Maybe next summer,'’ one grocer'
* with the oulgomg Caner adminis-- Negotiations were beyond the scope_cussed _it_Thursday. . said. “Maybe not until the next crop
- -tration.. o - Of the state_ Leg:slature e . Both Jones and Janklow are ‘in- .08 hnrvested " e

‘Should there be no'action toward

o ths end by the end of office hours : ‘l‘eader
’ tomorrow, the  circumstances .

would radically be changed” from — - '
+  lIram’s standpoint, Nabavi said. "Vol. . : S No. 16 Coromey F'RST Ah
: The broadcast seemed to coincide rh,A,qu,l,od,,(uspsow,w, 0G N  ia publihed dally and Sun. )
with the dCaruzr administration's {, doy by Sioux Falls papers Inc., 200 5. M Avo suw- Falls, su 57102, .
earlier admonition to lIran tha! - : ) . '
*—toda-y—n—prucucallrlhe lnsl vuypu.-. —— GOgoru[O"Ic. —
i tunity-16 — - _ 31-2200. ~ 137
of frozen Iranian assets and trans. . - =+ Direct Dinl Departments - I
I —— — T e — - _j




Underlying Wednesday's lestimony weie .- business by giving lllegnl KICKDACKS 10 NIS. g3l BCUVILIES IN LNE IULUrE. AU wicy pau -
tensions left over from a stormy meeling competitors. - * . . _the state $50,000 to cover the costs of the in:

TasFSepfe'mbcr 7 T - _,_7_*__w___1mqgmemb€hn—ail-mﬂear51wt..¢ vcauguuuu F
e ST e 572/78’#—

i ;;Z%a'Ri;:%;C%P‘*"'L%;;ﬁztve,.H_ouse..extends__ <ent__

Jeaders say they've never seen so

s * much uncertainty.on a state issue '
Af e et s anl—tax%hreuq-rr

: ——~year s-proposal-for- stale—subsxdxes—~ __RWE

)
g P 1 to private railroad operations. - . ;- ByTENA ANDEB.SEN
. : - “It's right at the.heart of the .- - " . Associated Press Writer '
el Whole thing right now when you say - PIERRE S. D — The extra 1-cent sales tax for-railroads-would contin
I Me is uncertainty,” Senate Ma- ue through March under a bill passed 56-14 by the South Dakota House

-_jority Leader_Homer Harding,-R- Wednesday
. Pierre, and'a r Senate veter-  “It's not easy {o pass a hew fax,. It not. easy lo “extend an ex1§!mg ]
—an;~saldTWeédnesday. "I'vé_never__ lax,  said House‘SpeakenWal!er Dale. Mlller. R- New Underwood sponsur._.
— really-seen-this-much-uncertainty—of-the-bill; = ST S
‘Even when we were cutting the per- =~ “But | think, in the long run we'll look back and say the decision was-
—..sonal._property_. laxes. I_didn't-see right.'’ . -
. this mach.” - s Extendmg ‘the tax lhrougﬂ Mar.ch 31 will brmg in .83, 8 mlllum to be
-railroad_trust fund,.Miller_said

rrey’ctm be‘used Ioroperatmg‘trams _he_'said'——*—“

YOOV Y TG T O G H R YU WA 13 Anmm - P
" could be the start to-a possxble rail-" local people if they wanted to run the trams

- road solution,: whatever that may = .The bill.wasTnarrowl eated-Monday_ when 1t I’ell four votes short
: - be. o the fwo-thirds Thajorit ed for passage.
93 1017109 w_'.l'—The questlon meld -Should ™ *~Republicans-control-more-than:two-thirds_of_ the seats in ]eﬁlouse.
s7—=105—13—1200— Seuth-DakotaT p‘sy‘s:‘p?wmﬂp'em:_butelghL‘Repubhcans*voled'agamst the-bill re absent— -
—_tor_to run-trainston 800_miles_of . On Wednesday, the-two_who_had been, abs .
recently bought state track? nd if - - And 11 more House members, two of them
fin- cral
— anced? - ——Houghton-and--Assistani-bemocratic-Leade
-§ - Jankow met with Republican ard - ton’ Sprmg\s e ) s R :
‘_Democratlc leaders  Tuesday night. = .
and has scheduled .another think- ~ Part of the volatility i$ because "1 think the biggest problem. we

e e J'»*sesswn with that group this morn- the major philosophical question of "have today was that it didn’t rain -
re‘ and dvund speed . ing. He said the r%eet?ngs were to whether apstate should buy a rail- = last year,”~Janklow said - earlier
LT "keep rail discussions out of The po- road was answered a year ago. this week. “‘That’s clearly the big-
~litical setting and to assess “‘where Henc€, 'few .arguments for or " gest problem:_ We .didn’t -get-any "7
_“everybody_thinks-we're-at, where ~against ‘state subsidies for opera moisture.- And-as-a result, it's re- = -
we ought to go, wha! Wwedughttobetions~ cut-along* phxlosophlcal -liness—lieved-the-| pressure—to—smp—‘
s : doing and how." this year. -
ith the wind speed - That-suits legislativé leaders, . Lt. Gov. Lowell Hansen also said Democra:sr have . ?UEStl&ned‘ ‘the R
-ature Is 0 degrees - - who must find supportimtheir own - that the sense of urgency over rail- accurac]y o lgureshrgm e 3 ": le; e
1 chill index would. palin:s or.the. state-subsndlzed plan_ road operations may have been Iohs; :’:ﬁg also casts a shadow on delib:——-—
e will. die. — because—many—people—think = the= ns: —=
<o Wes want-to- see it in Concret& state -solved: tl);?;'allroad problem - . The_ contml\;ed u?certamty J“ﬁ‘ )
+terms — all the possible solutions,” - by buying the lines a year ago. leet{)s-ol:;llsem cas:niem:re Ee -
Harding said-*"That's-what the gov-.—~ But- there.are-other_major-reas... doubt th_l‘;s:l “'“}:’l“ny Ig er Lars
—ernords.t lng to do in-meeting-with-sons-for-legislative puzzlément:_ ?f]:eb el oug _t;" e:a earedo
'r rla the leade s'“P- and I have to-give Lawmakersare more reluctant to o yhnows r i’ bes own™"
= —"him & 1ot of credit for tirat———=-set:~aside—money=for=operations= €road if they're going to wrong—r=
ollars, when they

righf,” he said.
' ‘what. it's going.to, cost how long year ago, it was argued that- the 325 " .convinced that_
o we'll have to finance it and how  million purchase~investment “'was™~some operating plan-will pass the -
Slylero f.th‘e‘Hum_an——we 1l do it;" Harding said. *“Then- safe, -because the track could- be ‘Legislature,, .although Krull ‘and
we'll - take ll back To our-cai- sold for scrap and-the lawd—auc  Hardifg bothagreed somelawmak

%%HW& cuses.’ K : -tioned, so the state would get its . ers simply can't supporl state—sub-
jaylor 1s'corr;petent -Since thed openm‘g“dirrl.he“lsal—money back- - e dlzed  operations.
+d-man:12-15 times.— L-egislature, -no consensus___has “1, hi he key_thing_ where ’
record—Naylor- has__kevolved -among _the:105 lawmake 0! vid ry. ) eryl i ) B
3 habnual offender. - Some shrug theit¥shoulders or_an-__railroads, - X , Sary,
11d face life- lmpris“—swer questions with questions when __sion_tougher; Citizens are_as con-._wants to figure out how to get some-
asked about raxlroads by report- ‘fused as lawmakers, they said.- " body else to pay for lt Janklow
— . i ers. .. e - . Dry:weather has_hurt, too.._ .. sa:d o

. Janklow _rémai

>out one l_wur before
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ZA Argus Leader, Sioux Falls S D

‘ 'Comlnoed frompaoelA | o N o h
= —=>-he-wal
:ml)ong_snouldnave_neen.:eqmred____- " —— Some~se nators—m ed uns tfc P 4

because the original plan required 4 _ ___full -to_repeal.the_penny-a-galon___ «
the two-thirds majority. I-'ow thev_YOted . fuel tax ufgfease apg:ovgd mg Feb- _to. g he
Ciy calld f;i‘;‘;‘;f:i‘,?y vo*ﬁ.:’}‘é’ ot i ey T t}é’:;’ei‘:&ﬁ:::;“u‘:‘é"::,%’,;;:‘“"y ks
R 9= - —-cinl sess| nawmvnoi o - -
" other Republicans arguehat such YES im) TemATE -————*—-—deen.—successmly pushed through “of doll
“~a’ funding_transfer_needed only a H:A“Q,,m,&;mmﬂ“m"ﬂ,m an  amendment' that basically re- The m
~--—slmple .majority-under-the-state’ S-—Hogen, Jones;” - Kiensaasar, LomM;'l‘;; ——cogmzed—constttutlonal ‘problems~_ be dis
Constitution. , e enenard, Stolck, Si __that'could have threaténed the divi- hearin

‘W h th 1 th RO Shonara, Stolck, STE™ sion-of railroad’s-operating budget. ' lion -d
——“We're-changing-the-rules-in-the ) 8 s-operating budget. lion -d¢
n;)iddle orhthelgame indt we're ml\'.:u:-'"’ o & Comnor, i’.‘.::‘:.":"&.m”&? oo, 'Xﬂhams :lmefndl;nentt m?reasgd nia.”’
changing the rules to make it possi- Witlams. e gener. und transfer by Con
_ble to do what-shouldn’t-have been, ves i ,’:oim.‘" oo $318,000.- e pncesl

€

= “Brady, Burg. Carlson, Christensen, Christianson, Cor
chasl O'Cznner, D- Brandon “said. Clremz-m: Caton, Elchman, Glebink. Gross, Ham, - legislators to Pierre Monday for the Othert

:"—'JBll’l_s—m both the Senate_and_the e wammers Lyon M Kﬁmﬂ;ﬁwﬁmt special legislative ses- will' ¢
aiter Dale Miiler, Aortimer, Munson, sion in 31 years. Barnett estimated_ness

T House.to_stop-rail_subsidies failed, _Wane ns
P_ Qlson-Palsleyr.Pecerson; Rickenbach; Slen; 5'3" F&) cost-of- the -special- session at—— Afte

as did a so-called rail homeSt€ad ™ 7erveen, Thieman, Timmer, Van Gerpen,
ut $15,000. - “of inte

proposal by Rep “As J~Barondeau _____ lesky, Wagner, Warkenthien, WIeczorek Mest .

DOriaka that: would have provxded m;;: '(mm;m' Cor Chivoine, Danekst MTheB sat‘atte tJ?uplt-ettne Cc;grt xt'u]ed dent 1

for the transfer of -ownership of ' Barondesu, Blever Y, .Chicoine, Daneka a at the state could not use.. 1080, ¢
P . _Forney, Freeman, Frerichs, Gleason, Halleen, ——fue -tax- money spee mcally collect- ' such

“state-track to-any-private company — Jorpensén, Keliogg, Kumm, wm Robennolt,
: - ed from highway fuel usage to fund __made

lhaLWDllld_l_lse._llpgrade and—maln s'm Th{'_"__’“‘“_“_ wm w.’. _ SRS ra‘]rnad_c uo'n !!p%onanf did —aen,tr

~-tain, Hit for 10 g-ears . are- ;ave_go ng- major issue, we ought to su"ppg" m_n Lcontespﬁetheuhutate_could__w ¢
“How much mone 1 him,” House Majority Leader Joe . -

_ #pend inthe pect 10 years i b Barnett, ReAberdeen, said. - bouts. bubnonciOle6E the 1961 Lag ke

, Barf;l c;::aﬁea :l?:dl pass tis DI " 'But -opponents ‘of state-finded. " islature’s plan for providing sub- using

- - .= rails used the .opportunity to try to ..sidy money was | rumed by the hlgh - many

_court’s.. ruling.. - .~ fering

=====Proponents-of:the" S“CCGSSM leg: —~Tepeal_the state's avuthority_té con-_—

—::islatlon—smd‘tlraﬂhe‘r_)ﬁﬂggso HY Of “tract for operations on its lines. The . Yegislators. made. qmck~work~of e 4
- i Sponehts SEE ; F=MEn OGP UT et the o 1f

. -+ - been -accepted by the regular 1981 Jeady_gone_far_cnough_by_buyxng.__drawnzout_battles—over—leglslatlve-—%regnd

Legislature and that Monday’s ac- -the track .and_ that private_enter- . redistricting that marred the final "whea'

-— tion'was mierelya bookkeeping pro<-prige should be given further oppor-—-night-o 81 sessio .
~cedure, Supporters also said matt): tunity to run-the trains. po ar_:?i‘—gu ssion.J m mx({ m‘Z{{‘:
: magltislt)' ﬁf South D:‘::rt?:ci‘;f_s % -——““We don’t need to saddle our ~al- . That night-was punctuated with Amer
———hm anklow-and.g ~ready saddled taxpayers——'tﬁ';rvocal-ﬁghts—and—drmkmg—by law=_way’i

= _tll%t&t&l‘ﬂﬂ -8ystem=—= other tax-to subsidize railroads,”  makers and others; but'it contrast-"""Rol
oo When. wejmve*n*guvemor going  Rep.: Verne*Thorstenson~R-Rapld—eed%hWY~Wﬂh 4he ‘mostly conge- -ernm
__out on the pomrth‘arstrW( ity-said- : A ey o
— "7 - - . e : . ] ‘. . - L - - e pet_]t[

4 v ' ' - RN ——__topa
———— i _Tat€S

Conﬂnued from page 1A . .
e I think it's challengeable, bist I'd lenges e‘{ery yeat, the support may —and _ lowa, taking. ‘a’ sxgmﬁcant ;‘}.e“t’

~_ much:rather _be on the_side_of the._appear tenuous. ‘But_Barnett said_-~chunk_of_ South Dakota’s .grain out __ihe @
,..defenseihatﬁ—defendlng ;- ar-—he s.convinced: operators know._that_ of state. It will be hard for the state -. ~don’t

" ‘nett said: -nujGf)ty*n‘{*the"s‘atewhagxs%am.emtmk‘to-emtpmlth’chese already - ]ustc
WThe-future:loehankmpt-Mﬂ—_.wams to-get.trains-running-again. —operating-private-l hnes-—the—])emo.-—- Sondelie
riwhukeesRogdis-araif-dite- ma’:la?aﬂow«&dmhﬁstraﬂon" alsoeratsssaids T R et
generaﬂy— mini:

——___—_—Aberrleen,._whmh:is:consadered_very—_—says_itchﬁs thx:qe_sohipotenhaLop=__=Leg|slatwe'__1
importapt to the success:of the 480- erators, one-of which would use the * agreed Monday that the state core: treat

_mile state. core system. The Mil- $2.7 million- subsidy - to “get trains= will get a serious assessment in the. ley A
_waukee filed. foubandomen( on. the_operatmg_agam_later_thxs .sum--:1982. gislatur
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 will be profitable -

. By ROB SWENSON state and that the company official
-—-Argus Leader Staff Writer - . who did, President Willis.Kyle, was -
PIERRE, S.D..—~ Companies.in {raveling and unavailable for com-
the running Tor the contractlo oper- - ment. -
ate trains on state-owned track say ~ PLM Inc. considers Kyle's com-
the system needs-some.work but pany.its primary competition for
has the potential to be-profitable. the state contract. . . .
“We wouldn’t be wasting our time*  PLM is a San Francisco-based '_
if we didn't -think it was,” Leon railroad services company with
Stoddard, a vice president for Mor- shops in other parts of tge western
fison-Knudsen Co. of Boise, 1daho, United States, including Sioux City, .
said Thursday. - - lowa, Miles City, Mont.; and Alli-
* “But_it_isn’t_something that's ance, Neb. v
.going o "happen_ overnight, It's™ Bryan Whipple, vice president of ——
going to take two or three years to 'PLM's develupmenl and project di- -
—get-back-to-the-point-where-you're—vision;—said-the-eompany-plans-to-
¢l making a little money or breaking refurbish an old depot in Mitchell to
1| even' R . base its South Dakota operations, if
__Morrison-Knudsen, a heavy con- it gets the contract.
struction comrany\which also con-.. "By the time the railroad gets
tracts for rail equipmént mainte- somrewhere back near its potential,
nance, is said to-be’ one of three it would employ sorhewhere near %0
companies still in contention for.the people,” Whipple said. Do
contract to run trains on state  Like Stoddard, Whipple said the
. track.. - S . South Dakota program could be
[ - .Other‘final contenders are PLM profitable. : R
Inc. of_San_Francisco; and_Kyle __*‘We expect to be breaking even -
Railways of San Diego.” * "in12 to 18 months, bArring crop fail-
“The companies all want the multi- ure,” Fe said. -
year-operating contract, which has ' The contract under negotiation is
: - yet to be awarded and is separate  for five years, with provisions for
Argus Leader piioto by LLOYD 0. CUNNINGHA ..{‘r,om th'ek c;on}t{raft a:jv%rdtleg earlher le.-u;liertlex("mi{mtfion. -The Legisla-
. how" . ) - is week to Railroad Builders Inc. ture intends to fund subsidies for
ssiona) sm?pllfterwho now tells merchants -how fo ol:{zi.rd agalnst meﬁl oo e of. Englewood, Colo., the company three years, although only one
s = i -~ that=ts-doing-repairmwork:-onstateyear's worthiisenrrently availahle
o ntract_was - was: The state j ing o.maximum

. ] Ry ¥ | R [ J i .
? ; H 5 ., irag i L Sial T
o0 nickel, business i 7O miln e e
’ D -’ F__qualify_for_$2.6_million _in federal od of years, with $2.7 million pay-
e e c . . . ) ¢+ ... aid for. track Trepairs. Railroad™ able the first year. :

' h : <o %, '+ Builders is expected to hire the yet-  *‘When you really Fel right down
filting dress. a chandelier. He walked out the and mirrors never deterred Deal. unpicked operationscompany to ac- toit, the operator will really be run-
-y are heroin addicts front door with it, shielded partly by -4(}unﬂ.is-puwther‘slorg_,pel:sm{lnel,at_!ll?ll‘lli'_“'"ike the train runs. ning at the whim of the Legislature,
ravenous habit by his woman partner spreading her -ease, and the guards seemed lazy Full-fledged operations:on=siate-the governor and-the- division-of -
1s of three operate, coat wide as if putting it on. themselves. Locked cases alerted track are expected to begin in Sep- railroatisT Whippie-said. .

L e Thc woman ox & team carrier the “him to vaushles Fiftasn wasrs as p ~ tember;-with-operations phased in  His company thinks it can triple
sircuit of cities. goods.. She hides items in a girdle locksmith taught him ho )ick _begiuning in June. X or qundmﬁle the . business the
ns about shoplifting »~ around her midsection. any lock: . ‘7 " 'The state Railroad Board is ex- state’s track had under the last two
rsons responsible for A typical steal works this wag': - Foronly tworeasons would henot  pected to meet soon to award the years of Milwaukee Road owner-
:nt the thievery. The man and woman stand fac- enter a store. One was if he:knew ~operations contract — an event that ship: . .

‘re watching for this ing one another, looking over each ‘the management had a picture of has been delayed. = _"Bu't'it Isn’t gomgto happén over-

're stealing under other’s shoulders at who is look-” -him; the other was if an overly at- “They (state officials) have sal,d -night,” he said. .. = :

he said. “We steal  ing. tentive sales clerk-hovered -near- we'restill in the running, and that’s  Lines need to be repaired and
L about_all we_can_get out of them,” shipper_confidence_must_be_res- __*

us.t————————The mnmldsli;' ilei:lrperhagsn—-w ~Stoddard sand e Sald Wit be_re
boosters take any- _suit wra| up like a sleeping bag. . sk . lard said. , ored, said. ipple said -his
rork gloves at $20 l'a ""At the :?ight moment, she grasgs““ﬁ;e:?’ﬁl;?ncz:é:f business ) ell. He «.- He-doesn'L-think-there’s. any-par-.. company planned to laﬂe.“vigorou&_..-
: SR . ticular reason for the delay, other steps” to encourage the construc- -

g-line leaders at 79 the hem of her loose-fitting dress " . - 1 1
jexpensive items are with-both hands. Her arms are not  Deal did serve time in prison, thay “they just haven't made up _tion of sub-terminal elevators alon
inside the sleeves of the coat on her though — seven and a'half years on . iheir'mind yet.” - _ state-owned track in eastern Sout]
Is know mérchiandise, — shoulders. She draws her hands up, 4rug- charges. ;’:ﬁ“\'}' eed from _Qne-corporate -officia) -said he Dakota if it receives the contract. It
than store manage- her elbows spread the coat out like Noyefnber Ban- —hought Gov. William Janklow was also wants to run trains on the Ka-
ske-the best— -——8-kite. The marrputs-the-item-intd— sillizig job in January with 8- ready-to-give-his-nod to-Kyle Rail—doka o Chamberiain line; which the——
+ $25 sport coat and a_the girdle.l . - opartner who is assistant district al- -y ayg for the contract several weeks _state also owns.
at are the-samé size, 1 can 10ad & [iF COAton @ woman torney-in} “""s'c“V’Tg'e'c?mP?—agoi “but” state” officials may-have—‘We™are-absolutely certain we——
conomics will tell you like that and you can’t seé thedamn 1Y~ Security Education Service, J5 - gecided to take another look at the can operate that line profitably,”
-y v * he gaid. _thing," he said. young but growing as wordspreafls, fiars, possibly because of negotia- Whipplesaid. ___ ~ ~ -
goods yields an aver- _ The weman also can feign preg- >0 | T _—__—_—>“——lion developments._ _ ~—Maost of the track on-which there-——
nts on the dollar. He Dancyor carry alargepurse____ " “Deal never named—dollar . Janklow won't respo in-.. il -be-trains-is- in-eastern South - -
hieves as a fence who-~ -~ Deal-told: merchants to-look-for ~ amounts'he made, either from deal-  quiries, but State Rail Director Jim oy 000 ‘Lines run from Aberdeen -

eneral-inventory.store such a man and woman, not looking ing drugs or shoplifting. Most - Myers has said the decision on the : o
y. i down at the merchandise as most m«gmey‘wgenl to buy grugs.g, . . operations contract is the most im- {':‘E'::,“au%{?l; ::g S','x;‘ g:ﬂ;"%';
ent of the stulf in my people do. . 1 ouit sheoliiting af ; rtant decision that will be made g oquency of train runs will depend
jen — 1.bought it from - ~Any_dollar figures on shioplifting - - - Deal quit shoplifting after he quit _for the state rail program. Janklow .o/ "yt "2 argo -available, - honte
¢ sardliems- in- the—Toss aFe falge, he said, since.mbr- —drugs: He had stolen lo supporl-his—hasspent hours working on the con-~ Jpr!"—CRFEQ_Bvaisble, officals —-.
fraction of what they chants refuse to admit mysterious- habil. . . tract, Myers said. : g ..

“It’s a decision we don't want to -~ There would be some tug-of-war

-e. Choosy customers _losses. ) i kol hi Buthe - B dec H u

the low );.)rices must - The ideal store is moderately ad';l:i!l;k:;emc:)mcu?lli:g ;’:;‘i‘fsul;:‘g_*makc irrationally,” said Myers, with the Chicaga & North Western

some suspicion; busy, but not overcrowded. It has opor draw, aside from the $150 fee iwl'm also will play a key role in the railroad; which funs-east-and west

selieve ... some of the many exits, but not large picture- o cpeaking 75 minutes as he did final decision. . . - through the center of the state, but

1 ity ‘had to windows: Passersby outside are mqp,rcda . s o —_Kyle Railways operates 10 short- most competition would probably . ]
you can't buy a Botany more likely to alert store personnel Y- . line rail systems in” the country- come from the Union Pacific, which—— 8
5125," he said___ . of theft than are persons standing . _‘‘Mainly, it's thing that's so-.. C y Vice . President Lynn has no track in South-Dakota, and .
:xpensive item he stole inside nearby, he said, = cially acceptable. I don’t have to be  Cecil said Thursday he did not know -the Burlington Northern, Whipple

@ fur coat. The largest, Such security devices as cameras looking over my shoulder." - the status of negotiations with the =aid.
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Comlnued _from. paoe_'lA
Soulh Dakota rail line must hook up—
with BN tracks in Montana as the_
“cheapest means of reaching the

sub-terminal rain-. . elevators

§- around South Dakota’s border, BN
“could Siphon away. gram which is’

. needed to make the state s rail sys-

Janklowqﬁ’ét-iiilh‘]!ﬂ:sfbré's‘xdeﬂ
-May 22 in Pierre. The only acknow-
_ledged purpose.of the visit was &
ceremony linking the state, BN and .
the Lake-anehaha Reg:onal Ranl
<At habxluatwnﬂro;ec
-on lBN lraek from Madison to Sioux-~
—Falls

ﬁ'gﬁr—e.;-=gm.,.. T

Negotiations - between the' state’ 305 1

“and BN is a logical explanation for-
-why talks_with_other companies...
_have-suddenly been held up, Whip-
- ple said. He asked Myers recently ..
what the state was_waitingfor..
*‘What=kind ~of “negotiating " pro-—
>cess is _this_where ‘we_don’t_even___
hear from you?” he recalled askmg
Myers. .- -
Actording to Whlpple. Myers re-
ied that the state’s operator selec-
tion hinged on the outcome of a dis-
ion with a connecting line.

and added in the notlon thalt e BN’

.Sio

T lam

6am
vnm

h:
Relati
Preci
. Total
” Norm

Sunrii

That's-when I put it all together

heners around the world gathered for an - Ban
: iomiin = €CUmenical conference. Also pres-

en\Champxon < name-was—an. —ent-were. churchileaders-from othe: sotse-
Streel” —was- —named Broadway s-ractress—dramrcaregory, -went-to——nouriced: His Son, Gregg, acce led*Ch“-‘“Ian churches;—including=the— 522

—besrmusical Sinday fight, winning. Englarid's Jane: Lapotaire,-star of " the award -for Champion, a five- Greek Orthodox;-Lutirerans,” Meth-

Buf lnl
- Chat

———\ew—\‘-ork—lhealﬂﬁopmmloe—“HnlLebomﬂhrﬂHated—Frmch—tmﬂmmmm—N‘SlH"d-A g
——Tny—awsrrwnh—m'

Clurr

Englistrim=—singer: —gust—on=~ dey—m—[mW:The_Mass_ arked-Pentecost—or— —Chave

B
R . -, . --—Whitsunday, which conimemorates
_ 7 port, _“Amadeus,”  lopping ony voters also p|cked “anhother . -
_____ drama calegory with five Tonys, “from_England,_lan_MecKe): ‘ the descent of the Holy Spirit to the

cludmg a best-play award. - en, as.the best actor in a play, lony‘awards*also went ‘Swoosie—Apostlesand-the-establistment” of—

Lauren Bacall, a Tony-winner in' **Amadeus,” in.which he plays An- Kurtz and Brian Backer as best - the Church.

' . 1970 as the star of **‘Applause,’ won._tonio Saljeri, the bitter court rival Z‘;':g: ‘}g;‘g‘h?l:,rf_:ipi:?ws:gg::é":g 1t also marked the mmth anniver- .

er_secondJ‘ony_for_"_lll_omanﬁl'lhe_ol composeLWougang-rAmadeus_AThe Fifth of Jilly** and “The Flo; ==sary-of-the_Council-of- _Constantino—=] -

a-based-on-a-movie musical. Mozart. o 2 ple_and_the_1500th_anniversary.of.
h”she stars as a_SUCC " ‘The show also.won honors for is ing-Light-Bulb:** the Council Ephesus, which defined

) *anchnrwoman who- falls—in™ authof, Pefer Shaffér, a Ton) —Bestsuppnrtmnlayenwards onre-of the-key=dottrines-forming

(5 == ——ner-in-1975-for-""Equus, . and .for,..the_musical category. w the.theological . bases ‘of all major .

! e W8$

e—o
for a Tony, Her show also won ‘Bury, who won Tonys for his “Ama- “Ladies” and -Marilyn Cooper of ' -
awards in the best-book and best- deus"set and lighting. . ““Woman of the Year.” oﬁ?i?}hiiéaggﬂv'gffgaﬁﬁg"{: the

: —~'The glittering_ ceremony, -tele- P )
'score categories. There , was . an emotion-pac ed :4 g. Y, T~ prelates after a Service at the Ca-

Kevin Kline, the swashbuckling moment during the--ceremonies . -vised live by CBS-satuted-contribu- thedral.of St. Mary Major. _

Pirate King in the revival of ““The “when the late Gower Champion was ""tions of ‘women in theater. During -
Pirates of Penzance,”” won as the' - awarded Broadway's major award ~the show, speclal Tony awards for »*1"330'"“““‘9 adtress to the P"e" .

seasons best actor in a musxcal lor ‘his * choreogrph f *“42nd' achievi He A i igil-candles—outside—| -

€ movie Trinity Sguare Repertory Company.

wals reet,
mos) seasonsbestrevwalandlor classic. . “of Providence, R.l., and."to Lena. prayed in Italian:

“T—the direction'of Wilford:Leach:——"—Th ublack_ue_audxence_al.the_Home._nnvleamng_on.Broadway_asyw_whnmmml—hmmm— =

Elizabeth.Taylor,-nominated for --Mark Hellinger Theatersite of the—in-her -one-woman- musical revue,“of the unity of Christ's_body, he}p
a Tnny ln her Br;gadway debut in.a _35th annual fl‘ony awards ceremon-_. the hit "'Lena Horne: A Wo

1o _Foxes
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“— South Dakota must spend about §¢

million — which was lo subsidize a
_amaller operator — for track repair

.the.next. three years. -
BN_trains_could_be_runni

n|
tate track. the firsi-week-of .fuly-
.. The rallroadis expec!ed tobein full

‘ation by Oct.

Until 2 week |gn. South Dakota

ared to be ready to strike a

dfrf with.one of three smaller raii-
road companies lbat would have

ed-on-the-state-track-wi

—~i—Operat
. $2.7.million public subsidy the first
T - .
" But then the BN.jumped in and of-

i fered to run traips on state track.
* As the largest grain hyuler and the

wecond jargest coal. shipper_in_|
/Amerin the BN has easy access

to lucrative wm Conl ;rnln mar-

keta.
X Ihe state Ralfoad Board nd the
federal Interstate Commerce Com-
. mission must approve lhe ngrce-
ment, but Janklow said it a
there would be little trouble with
either of those hurdles.
By employing a basic transporta-

£
tions to world markets, South Dako-.

*Cras

Continued frnm page 1A
tBro
inside the bulldm Thz

Pm.ly cloudy through lodu Highs today i
of thundershowers tonight and Thursday. L
mid 50s. Cooler Thursday with highs in the
northwest 15 to 25 mph today. The chance

$|oux FalLs

uesasy

o
.m.
minight

u:
5N
o
n

€ Brown pnhnn Iot. he wunt m-..
lnne s . It was goln( to clear our ‘building —su: ¢

u hrmers could make 15-30 cents nose plowed through th of the but it just took a nose dive.and —
r bushe! of grain, Jankiow. 8-year-old structure, a drn distri- - boom, |_was_about-30_feet away;:
.__._-uld. urrent state iaw| prvwderivr‘huhmomplnr!rnhlnz fite’ the ‘ou bel I feelreal Hucky.”
a shipper :urchnge-nl -between.2-company's --- accounting -
nd § cents per | for shippers which had been free of workers only .. hlllwly between the
he. mlurlcumhmmey._lbouui.mlnnm he-wheel-the:| p},,,,

prise
“I've n)myx told them that this~
Wi

Record

e street three years ago,”

___,_j_'nzulm: enLum_hauhmu(h_d. ees, back-toward
une 30, 1986. Under its guidslines, 3!

and Sioux City;

. Teco)
______'The state’s $6.9.million rall fix-up—'

==Oni —adjntning-bnvm-d!n:’

- witl go to flx the state's trac!

ever, state Rail Director Jim Mye:
sald he will seek an attorney gen-
eral's opinion 10 see if the state
must now charge the surtax.

*The chance of doing this without
2 subsidy (10 the BN) ... is an excit-
nng lhml. Jankiow said.

What we now have here is no

subsidy requirembnt and a require-
ment that we invest in our gwn

the; words, lx up-our—seat plane trashed-above

Rngzrl Gn¥land senior vu:e pres-

mal occupant, Brown om l@'&x
hud .taken the day off to go_

Rnndy Albers was not so lucky.
He was working late in another ad-
'jacer:it nmce:wbrn the roof suddenly
cavel

'l looked up and it came right

ugh the cefling,” said. Albers,
one n about a dozen Brown employ-
ees.insjde the building when the six.
‘them. *'1
came right into the office. I was

wondering what khe hell was going

ident for administration and plan-_ on, that’s for sure.’

ning for BN, seid the South

agreement may allow Lhe railroad

. _lo_imprave_its_ public_relations...

“image and profits at the same time,

The raiiroad' has been seen a8 3
imes ruthless

Dakdtd~  Unharmed, he fled Intn the

street,

He was met in the comp
Enrking Jot by Virgil Fmselb. 8-
rown l;nrch-sing agent, who had

7 lough,

tor. Janklow earlier this year eriho

ized the BN for_trying to_isolate
g alfic.

A! for why the BN suddenly shift-
m_a potential. competitor_to.
Jank)ow cal ‘“‘good part-

Tne governor
13 pemunve advocate of the in-
terests of South Dakota and we had
ity to study it more
Just the people and the

time was right."”

““We feel we can do a good job for
the customers in the state without 8
subsidy,” Garland said. “We'd
rather see the money committed to
rehabilitating the-track that the
state of South Dakota owns.

“If we do a good job, we'll get

more business and we'll turn a rea-

sonable-profit;

the BN will run trains on the state
ck from Aberdeen south o Red-
ield,_ Wolsey, . Mitchell,— Y ankton

“1 always look at the planes as
they take off,” Froseth said, “But

Hls engine was cutting in and oul.
lmcw hc was_in_trouble
d the control lower at Foss
Pne\d Mlke Baldridge, the tower
chiel, said Schroeder radioed back
1mmedhlely with reports of some
unspecific probiem and was given
permission to land once again.
Froseth and colleague Eugene
Ness had a belter view just several
hundred yards from the plane as
stood near their cars in the
plr ing lot. They sai
plane conllmmd to gain altitude
while heading south of{ the runway,
it was emitting uneven coughs from
its engine.
Then, they said, it swung around
to Uie east and evéntally north, 180
gr ard-
the while losing -altitude and
heading right in their direction. .
~*That's when I started running,”

that as the’

irport—t

was said 10 be axlensivc. butno
cise estimate:was .available .
Tuesday. -

... buck too played a partin c&ntml-
ling the injuries and -damage
aroundthe crash site. Bernie Loc
erl, a Federal Aviation Administra-;
hon inspector: who exaimined - the:
plane, said the softness of the tar.
roof had cushioned the landing and

Cesana ‘was in the. virtually und
tail of the plane.
at may not have been the ca:

Across the street and directly in ¢!

 doomed flight-path is'the America

Western buildin
of plastic bags

l manufacturer
t, according to

(o]
the entire tragedy-unfold. —Minnehaha ~County= Civil -Defense—vlyde an Air Glu

Director Joe Vanderlo, uses chem-.
icals that could have proved mare

!bmwrroﬂ-—thwghl this-wasa matte:
—wish-1'd"besn-

YI!!-

3
“.Tuesday's. crash
fatal.private-crash-in-at-least
years. There never has been a com
mercial alrplnne crash at the Sioux
“Falls . air nly -crashes
-planes ;Ind

the airport..
A November 19%, an.Alr, Natio
al Guard tlot-u vived.after ejec
F»100. fighter bombe:

l!ie region_in-

gty
thundel‘showers mmghl and Thu s~ Thux
ay. Lows tonight in the mid «is]lo thune
the mid 50s. Cooler Thursdly with Lows
highs in the 70s. ' Thur

Tmmhmukm mn DnM-
#né low for day 194 b EOT.  Delrait
14 Pre ot

oo cay Calroans
riord.

Jet that crashed

near Tea in Navember 1970 and an-
- other that crashed about two.miles
this.guy was sputtering right away ~~troublesomehad- the plane ‘struck - north

east of Lennox in July 1874

here.
d just tathe east,. kitty-corne

200 feet from the Brown building, is

the 75-unit - El mwood Traller

ourt.

Lockert sald It would be six
months before the FAA.and the Na-
tional Transportation Safety Board —
‘complete their investigations into .
thecrash. There is a tape recording
of the last conversation between
Schroeder and the Foss Field
“Tower, but airport officials de-
clined Tuesday lo comment on its
contents. -

Falcon Aviation Mmlger Vln
Gerpen said Schroeder.had flow
ear and had never encoun-
mnblrm'mgh
1,000 hours in the ai

As eyewitness Ness ‘saw the latest
of those hours begin Tuesds; _urgm

ln

from Chamberfain
east 1o Mitchell and Canton;. and
~ {rom Canton to Sioux Falls. The

he ltrvlce and inspect the com-
pany's

requirements will allow 130-ton.
Jumbe bopmun to be pulled 25

. mlles per r on all streiches of
the track except for Cham|
Mitchell, state Rall Diregtor Jim
Myers said

he BN can remove its trains in

- three {nrl if South Dakota doesn't
meet its repair requirement.

_ After the state's rz‘ulr program
is finished, the BN will be required
to perform "n!k ordinary mainte-
nance necessary’ to allow trains to
cantinue to run at 25

mph.
South D.kou llso can allow other

berlain to-
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- - big step,” Janklow said, bef:

¢
pnnr.npmv-l ol BN

's not the final step but it's a

ore he,

d out-

Myers and rail of| Is step

_si e lo watch a green-and-white BN

locomotive down

teacks.

rumble the

Tegutor marl 17 South Bokote. tewo. W

Orhor ates
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Argus Leader reporters who con-

**Bam-Sadr

::a:’:asl:%:nru:z:ééuctt:

SR

Continued from page 1A

tributed to this NPW" include Tony  which was surrounded Tuesday by

Brown, John Akers, Kate McCa|
and Jane Vanderpoel, . 'rlby

Correction

A Monday story on the arrest of a
Sioux Falls bookmaker incorrectly
said 2 Rapid City man -also had
been arrested. Thomas Dagnen, 33,
-will be charged with one count of
failure to pay state sales tax, ac-
cording to the state -uorney gener-
al's office.

Islamic revolutionary guards. Until
Tuesday, the presi ent had been
_guarded _ by _own secnmy Al
“forces,
Angry demenstrators mm:hed
»by the compound calling for his
ouster and chanting, “Death for
Bani-Sadr,” the official said.
Officials from Tehran's revolu-
tionary prosecutor's office barged
into the presidential compound at
mid-morning with arrest warrants
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in the southwestern parl of the state. He tion to a proposal that could result in the

"A;':‘?.BL:'» sSON RE—— fem repares for b"ﬂ"ess s31d the same thing in January as gover- conatruction of a water pipeline in western
PIERRE, 5.D. ~ Leglalatora converge in age 5C.. nor. South Dakota.
Pierre todsy to consider Gov. Willia Since that time, he has negotiated a ten- _ Considera iono{ the most recent proposal

Missourl Rlver Althougb there has been .1100d of devel.  tative deal with ETS] wherel y the compa-  begins today at the 11th special session in”
'-'-'-'t‘::":'o 'J':m"mﬂu company opments recentiy, the subjectof ETSIisnot ny would use water Irom Lake Qzhe — :ot state history. The session will get under

} ipeline. new in South Dakota, Talk of a West River the Madison Formation, which underlies way today at noon. Legislators will hear
h?tlwfulbnen:: :l:. b.'z’&'ﬁm:ﬁ- twist for  pipeline to transport Missouri mver water paru of Soiith Dakota, Nebraska and Wyo- Janklow and take care of procedural mat-
many lawmakers. Some legislators are ex- lo Wﬁnmmg for a coal slurry pipeline hn q — 1o supply its proposed coal sl ters before debating any bills. They may

ated legislative . cnr dors_and ./ pip ine to nouthzrn states, The deal could not get to the heart of matters until Thurs-_

w negotiated circt
— _:lm!;m:ln:;r‘::mn?sm‘ 3-Jn otentially net the state §1.4 billlon over the —day.

c.—meel TS,
to protect underground vnerggpﬂeﬁn—dlnk ow-sald-more. than Tour_years_ago,next 50 ye {ﬂlrs at a cost of up to 50,000 acre- he special session marks the second *

th Dakota ars are assttorney general, that he would sue Wyo-- feet of Missouri River water a year. {ime since the regular 1981 session ended in
’-?33’13'“ st.'l’;e cnnm.‘l,'nmh and other ming, if nécessary, to prevent a coal slurry  This will be the second time South Dakota *LEGISLATURE
factors. . pipel tne from taking water that feeds towns - leglslllnrs have given serious comlderl- & Continved on page 2A

1.8.D.-college”§
must close,

Argus Leeder Stalt
BRODKINGS S.D. — In the next decade
. one of seven slate colleges will have to
close, academic programs wil! be eliminat-
d enrollments will be limited hy atiff
2 sion require-
ments, & Janklow ad-
ministration offictal said
Tuesday.
- Secretary of Educa-
tion and Cultural Alfairs
Harris Woliman sald

-only do
duplicate other school’s
rograms, and concens

. rupted arris

his Black Hlills vacation: \’lommn

1o substitute. for Gov. Willlam Janklow

Tu lay at a human resources develop-
= iposium=atéSouth-Dakota -Stais

Unlvenlty

The secretary was not the first to suggest
Closing a state college. A decade . o, then-

.Education
chard Gibb’s luuuum doso dm criti-
cism from throughout the state, particu-

[P . . . Argus Lesder photo by MIKE SIERRA :nrly (lrnm hmnmunmu that feared the
p— 'S ogs of & scl
wmmmrmm-m-nkm_mumm -each other.at the dedication of the state’s Wollman s budgets are no rea-

‘!N’fmcmrdﬁ
~nllmd line Tuesday-in Mnch'll e

lon for the s el nd nnlunluu
to ask the l.thlture {nter-

Butbondd:sagreement looms: = = - ey b s

_ State, BN dedicate railroad Z55EEE

ething, you lose ground or lose

t.'np."WollmlnnM But tax

= BN sees ETSI as a com- Each school should have an academic

CHUCK MCH petitor for coal the raliroad  speclalty of its own, sald Woliman, who

scarce in the years abead,
MITCH!U.. 8. D - Two A I"eal glft fOf g'ft glVlng "rl; from Wyoming.  spent 1§ yea F:’:J:_Al_erl'gﬁr_und dean at
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% Fi them intobusiness .
T e D MITCHELL, 5.D. — Gov. Willikm Jankiow migh! bave the gifl &f _ wilh walor from 8 Lax-roe cnmlnyea on page TR
= ntal-telepath J ight-just-be-lue kyr—————‘-——-—-—bud‘lmunu-h-l-(n—lm
- mong the gifts Jankiow gave Burlington Nnrthern Rallroad Com- subsidy and we', re
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—w Jhuum. made by women of the Soldler Creek eommunny on  ern Raflroad Company Pm n ."a
c-mn; s _gglt Gaptor e the Rosebud Indian Re:?mu . alfor his-vilew om-Jankiow had— o Blchard Grayson 13
I —So0h D, yson-accepted t-on-behal e-wl nl 're-not -opposed-10- d t-—-—
_never met, Grayson. said his wife has collected quﬂu for most of the . (Janklow). selll lbsm
) “"“H'"’M bout, k“ 42 years they hm been married. " hog - amen men .
yson sald the company ’

. dozen other state and BN of.
- On behall of the staie, Jankiow also gave BN officials Black Hills g
. "::.’lf. h':m“;g:a“&- old- eulf links- :hnpu‘!‘rllke yhu!lnu’lfnldan rallroad spikes, and~ ‘doesn't mind - competing g
qu of South Dakota- b?l?:e'}“ made gnm chunks o{{"gor‘:rn"d}::lh:led‘gold Some of the  with Eh'le‘fl but !e&l‘l uven:~ In r uc
“owned railroad in (he state’s  Bifts also were given to state officlas a elr wives ment getting WASHINGTON (AP) — A Senate foe of
grain e - g pipelice gul.lt h o~ unhlr legalized lbortlan has introduced a com-
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- an SR SR U TRirort-will-lobb bonds-in—promise_chastitutional .
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minis augherty, Sioux Falls; bere Tuesday
L4 ' nﬂ ﬂ:"mq Jature’coivenes in Pierre for a special ses Janklow said the two sides disagree on me tax-free bondl for R PPCKHBHCY
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i line through with the job market in mind, Woll- _isn't.supported by the federal gov- - Anchorage .. % 37 cir  Houston
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Poll Reagan S

WASHINGTON (AP) — Presi-
ing:-too far-in-his

“budget cuts and he cares  more
! about the rich than he does about

r, according to a new poll.
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the presi-
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_______ Argus_Leader, Sioux F

Long-awaited BN pa

Tncludesfs_t_)‘_meﬁ_-_cmirk
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..... SM Christmas
By ROB SWENSON - ting trains rolling on state track. Althou

. Argus Leader Capltal Bureay a proposed commodities tax attracted & jot— B crane .
" ~PIERRE, 5.D. — The contract to be signed  of attention during the session, lawmakers:
Bl —today belween the state and the Burlington  ended up choosing to boost the state's fuel
§ Northern railroad to provide service on tax.to raise most of the money to subsidize
su.tek‘oyn:g t{ack rek\geala some apparent an operator. .
quirks in the lawmaking process. . ¢ <At the time, & short-line operator, not
The signing itself is somewhat anticli- ~major railroad like BN, wagee:::;ct:d t:
mactic because the BN is already operat-- eventually provide the service io exchange
ing on state lines. But-the ceremony will {or siibsidy payments and any profit the
n;:lrk lhelelne%og a (l;bng ';35.'-’“‘“ f""ﬁ""f lines.have to offer.
sia’ quest ieC by (rov. W1IAM J80KOW 10, _pN- i)l -rot-receive-rsubsidy—But-the— fuunie
":a‘: ﬁnesse""“ on former Milwaukee state, under the contract, will be required
. to pump about $6.9 million of state money

T B mg“’g:gﬂ,é{,’f llilaellb'slyslt‘le;;'l xﬁfﬁdig::‘: into future track repairs. The state must.

il

S3-9a8E “Irranniay

PETAH

rade . also spend about $4.5 million in federal aid

- i last June when the state and the BN an- 1" onoiee on'ihe system, but that money

i - | - nounced u:"B‘thJ:‘d reached 't""““" was earmarked for work on the systern
= M agreement.. But the agreement remains . Ry

e * tentative until Janklow filis in his signa- :m‘f - the agreement with. BN came

i ure on the resulting contract today. ; .
Fitg . s “I'm pleased, oh\gously. that we're get- - . The state })reyinusly 9&6[_]! about $3 mil- -
Lot . ting the agreement signed,” State Rail lion, mostly federal aid, in line repairs. But
reade H  Director Jim Myers said Monday. “I'm- that is nol included in those totals.

A 4 sure the public perception of this was that I exchange for, in elfect, expanding
things weren't really settied until the final - BN's systems, South Dakota is receiving —
agreement was signed.” . . service that Janklow says will take the

h t calls_for BN_to__State “from the end-of-the-line status that
TUN trains on state track for five years in . previously thafacterized _South_Dakofa's”
exchange for about $6.9 million in future grain marketing to the heart-of-the-system
___state-funded track repairs, . status,” - R
Under the contract, BN will runtrainson  Improvements in the state’s abllity to -
Jormer Milwaukee Road track that runs market grain at favorable prices have re-.
drom Aberdeen to Sioux City; Jowa, and sulted in the short time BN has operated on
~from Chamberlain to Sioux Falls, The con- - statelines, Janklow says. BN has phased in
- :tract will run for five years, but it con- .operations over_all the state's 435-mile
3 rovisions {o allow eilher the state or core system since beginning initial opera- |
‘the BN to get out after three years. - tions in July. . ]
) __ The escape clause is le:rl'ﬁnu)' the re- - And Jnnkfow. who once criticized BN be- -
o sult of seemingly contradiclory legal proyi-""cause of the threat the company’s region-...
% sions approved by lJawmakers durln‘f the _ nal strength posed to South Dakota, is
; i last-minute scramble to get out railroad singing the company's praises,

" sthie-owned rail lines” until July 1, 1984, "€00d company they are for them because

‘Avotber clause authorizes the stafe “to Of the great unit car rates they are recei-
contract for rail operations over state- IDE that puts more profit in the farmers
owned rail lines” until July 1, 1986, ket when he decides to ship to market," :
-~ The contract also requires BN to colléct Janklow said in announcing the compl

a surcharge of 2 cents for each hundred ‘““ﬁ;;:""‘:;'?;‘;eg“m““'r l“;;‘;_:;g; —
' ',’;,“;'f:,f’(u".m shlppd t? or from the ‘st..ate relleves the state of a big burden.——--—-
“It isn't anything that was required by  “I’'m glad the core system is in the BN's
BN. But it’s in our law,” Myers aid. hands,” he said. “It gives us more time to

Myers said BN will use the approximate-. devote to the other problems. I took this job
Iy $300,000 the tax will raise a year to make - to deal with rail problems, and there's still
furtber-system-jmprovements, not-toin-_.a-few-to-be.deslt-with,' -

Tease=its~profit—State—officialy

I Ask .

. 1

; ?:n\g . ‘,9,%{",,“,‘;’;3 uring, the closing hours of the _ “The Burlington Northert is such & E::d
"m - J§°  One clause in the key railroad bill a “umtlli for Sou:xh Dol u‘"&";’:; e
[ , operating on a han e BRI a

B K ;f.',':;dc:’,{ﬁig‘f.,‘i;;ﬁ"&: s:ny: ::i:t:i: for most of the year. Farmers know whata -

T Crease =1 Profit—olale v =" Among them, he says-ja the- ne g
while, are considering seeking tion abandonment of the Milwaukee Road line . ;
_™___ to repeal the surcharge requirement, through northern South Dakota and the un- b . oo le .. ATQus Leader photo b
o “The surcharge m1 rement became law _ certain. future. of - the- Chicago and .North— A Ilgh!ed Chrisimas tree-atop a crane and a giant Christmas card gre
v . -during the course of legislative debate over -Western branch line that runs through cen- @ Sioux Falls Construction Co. site near Sioux Valley Hospital.- .

-~y —whoy if anyane, should pay the bill for get:tral South Dakota. ley b

- RAPID c'('ry, S.D. (AP) — With E:‘e;, lielp‘ Eem i:e'e their high shorter tourism season, ._ - __lies off the h ighways and out of the sociated S
_ the 1982 Legislature .two .weeks- . School-age employees longer. .....The bill is ‘darn important to _parks,”.hesaid. . . . .. secretary.
away, South Dakota tourism opera- The bill is generally oppposed by us,” said Bill l-lm:erkumgiI Jresn- _Visitor counts take a plunge the schools car

. . tors are nose-to-noge with state edu- School boards, administrators-and—dent of the Black Hills, ands if they war
nom un- - - cators over a bill that would hold off many teachers, mainly because' and Lakes Association, the state's “;‘;g“;‘e ‘;‘;‘;"l':l{‘r‘i:‘f oner ‘“}l start {mtil
0 ss ey, the start of school until after Labor they feel it's difficult now to get'the largest private tourism group. - f bby for Miner's bm'gﬁu"ﬁuw get so mas
110, vn- Day. . i required.170 days of school in each . “Each-year—there_is_more. and. !° y'edorb" u‘:'l“i. . t‘e’delé b bel_ - strongly of
fen 2.7 'Ié‘ne sponsor, Sen. Doris Miner, year. more of the month of August dedi- !]!}ppo% fySm . Danon cho0l dating a pt

" Lo o Sopeeninot b v ot e seane 3 abon Dian talan,Sn sl 2 - Boards-of_ ",‘EW"’-"T"M":’@LL[M W
i ~ session interest her bill has drawn. 7: Most South Dakota schools start- less availsble¥for vacation travel. ‘:ﬁm‘miw‘" CHTION“RB80C12- 4 gharting ¢
e, ~ Itis generally supported by tourism ' €d at least a week earlier, sith as The travel industry feels this calen- ‘o0 Labor Day.

husinessmen who want a later Rapid City, which started Aug..mL_dWMnFloranumberof - “We feel very strongly that's a___Rill Sund
R TR ERANRSA T s~ avamatnraly ehartens the decision to be made by the local tive directc
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“City sw_ltchmg to prwate shops for ve

‘By RUTH HAMEL

~AfguS teaterStatt ~
2 .Starting New Year's eg Sioux’ l-"alls
: city vehicles will be trundled out to private .

= businesses for repairs, leaving only minor

. service work for the city garage:
Pubhc ‘Works _Commissioner Harold
er says the garage is too antiquated to

mission this week voted to dissolve the spe-
clal fund created for city garage repairs.
But thé shop supervisor, Larry R Russell,
" says the private-enterprise,gove is a fool-
ish one that will end up-costing the city a lot
of money.
“1 thmk it's gomg to cost the nxpayen a

..or $7 an

e com-

fortune,” Russell 8 16-year publlc works g
employee, said—*'There's-no-other-major—after Jan.-1..M

‘city in the country that's successfully get-
tm'xg by with farming.out al) their work."”
he city pays its own gnn e workers $6 -
our, Russell said.
g:e city will pay pri\me shops $29 an
our. .
The city gnruﬁe used to employ 30 peo-
ple; it now em

The cgity has more than 600 vehicles, in-
cludmg cars, trucks and heavy' equip- .

Under the City Commlssmn_s_glm,.!he__charge.ns-own.depaﬂmml.u

e estimated.

oys 1€.-By next year, 11 .
. g:o le will wo at the Falls-Par] Dnve

ABERDEEN S.D. (AP) ~— South
Dakota's troubled rail lines-now..
have something they haven’t had in
a long time, according to Gov. Wil-
- liam'Janklow. That something is a-
- promising future. .

Janklow met with officials of the
Burlington™ Northern Railroad Co.
Tuesday in Aberdeen to sign a five-
year rail use pact, allowing the rail-
road .to operate trains on state-
owned tracks in-exchange for about .
* $6.9 million in foture state-funded
track repairs. .
2Thisi5-a. renLdny—Ior-munda

Freat day for South Dakota,” Jank
-said as he signed his- name-
*“This contract is a tribute to the -
genple ‘of South Dakots who contri-
" buted through the 1-cent sales tax to
raise the $30 million for the rail-

Janklnw also prmsed ‘state Rail
irector Jim Myers for his contri-
bution to the rail deal.
{convinced it was the hand
[ providence that brought’ Jim
. 'Myers to Sonth Dakota,” the gover-
*‘por said. ‘(There is-no one in the
state that worked harder for South
Dakota's rails.” -
-— “We are sharing a "feeling now
that 1 think our grandparents
— shared when’ the railroads were
" first completed,” said Bob Garland,

Janklow Rails.-have
_ | prgmaemgwiuturew_

-~Senway -and - the - Pacific- North-

money,” he said.
_ Janklow said.the_contract-Is a.
. continuation of the. informal agree-
ment the state has hld w"h Lh: BN
-gince July, - oo
“It was a sign o( the nﬂma s
good faith that they operated on
nothing but a verbal agreement gnd
a handshake since July,” he said.

come a 'gnteway to feed the -world,
*'This"opens new markets for our }
grain in Asia and Africa and all
over the world,” he said. “‘For the
first_ time,-we-| "have-access_to_the_
Gulf of Mexico, the St. Lawrence

west.”
Garland said BN was athve)y_ X
‘supporting the state's efforts to
save the Milwaukee Road main line
through Aberdeen. The BN bhas
been mentioned as a possible buyer
_for the line, -

."The BNis the logical choice to
aperate the main line,”- Janklow -

“S

Janklow said Aberdeen could be- ‘\i

said. “Their system is.all around s

orm onl servnce work first it charged $20 to $22 arl ho
he till will ge oil worked out all right, Wingler said
and light bulbs and mammm snow removal ange started making a profit, st
equipment, but major repair jobs will %o to fees were knocked back to $1
private businesses chosen by individual d e gara ]fe started losing money
partment heads. Russell said the garage saved
This: will please department heads who the city. Within the last five m
have complained in the past about delays garage restored two police carn
and shoddy repair work at the city shop. n totalled, he said. The garag
When the garage did all major repairs, it $3,000 to fix police cars that
didn't break even. Wingler predicts the ga- would have been junked, he 8aic
rase will run $50,000 in the red this year. The city will pay three time:
art of the garage’s problem stemmed when private businesses start re

~— the city had a tires next month, Russell predic

ow much it should When he was asked Tuesday
borAL_garage changes, Wingler first s3

from the fees it char,
“hard time deciding

Janklow “said two things led to
Tuesday's contract signing.

“One was the fact that we have
been doing business with BN since .
July on just a handshake, and the
other is that-they-didn't want the -
state to.subsidize their operation,”
he said. “That was an indication of
Lhee kind of company they wanted to—

~—] —-BN—senior—vice—presldu;t :gx;:—St—Janklcw—a id—he—isn’t—worri

Bii poy {551
of the pex
tackl

le of South Da- |
avery difficult

cours
_kota
“problem.”,

Garland'said he had no doubts the

ant _you make _some -

= ____.._._‘.__,_.._....

e about-a:clause that-wou

uldallow-ei==
ther party to get out of the contract
in three years.
] am not even concerned about
it,” he said, *'because if everyone.
lives up to the conditions of the con-
tract ere is no reason to get out of _|

g<
{ contract would be ‘successful.
4}.
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By MAHSHALL FINE
Argus Leader Stal!

| Radio statlon ‘changing
o c@untry

try format,” Holland said. “We're
shiootiag for the 25-34 age group and
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By SANDY JOHNSON Monday the board agreed ta the compro- _talking to Janklow. The other congressmen action by Congress: The oth
; Press~ mise to'get action rolling- on-the bill: —~~-<~goon:followed sujt. ~~-—-—~—————=——0f Sen. Larry Pressler's o
e 02 1 bdistrict Board—"We're not ecstatic bl we're ren'otgﬁgb‘—‘rhe original dralt of the bill said Wesl [eatures wouldn't be constru
~ fiibas backed dow on its insistence that the be the cause of any delay,” he said. “We Browd and Spink features of Oahe *shall secretary is specifically dire
l_ MSouth Dakota water -bill include a section fijg they'd better get going with some-  not be constructedby the secretary” of the Congress:

deauthorizing the northern features of the o Interior Department. The Oahe -people - Roberts has agreed to Pre:

old Oahe Irrigation Project.. -~ The ment was worked-out between - wanted the h’;ll to specifically drop authori-~and Sen. James Abanor hi:
: In a compromise reached over the week-—the subdistrict and Gov. Willlam Janklow, ‘zation for the northern Oahe featurés while  ther version. - .

R - e the subdistrict decided -it would ?ﬁ who got invelved in a controversy over the _continuing authorization for any'features  Hohn said the subdistrict

t, along with language in the WEB-Oahe bill ‘ bill last month. That disagreement prevent—needed forother water development in the ~'happy with the compromise,

> - Ji- [ saying the West Brown and Spink features - ed the House Agriculture Committee from ', state B . " ity of the board members wi
on ~  of Oahe could not be built without spe- .marking up the bill March 3. 7. The compromise language is being circu- toyge( Lh'mg: moving. - ¢
.|} cific congressional action instead of out- The legislation was bogged down when  lated in two-forms. One version, from Rep.  ‘“WEB funding bas been w

ding right deauthorization - i E i - :
! . L Rep. Clint Roberts, R-S.D., withdrew his m g . rth - i
. ., _J ~Curt’ Hohn, -subdistrict- manager, €p ol Tom Daschle's office, said the northern fee- - lost in the last two years o

#aid” support of a proposed amendment’ after - tures would not be bullt” without further «occasions, Hobn sald. W

i Milwaukee mainline-
| ||abandonment gets OK|

! By Th ociated Pre! T Qur .’purchnL\ ent iz .
et g == Asfed ...;.....:ruplcﬁudge Thias=stil} subject to cour{ approval.The.|
ruled that sthe Mil “Road .aband t is one of the neces-.
can abandon its northern main-  sary steps before the court can act
| line, thereby freeing the track for on our agreement,” said Myers,
possible purchase by South Dako- who added that he foresees no
-,problems in %etlh:x approval of |’

.. {he lease-purchase agreement.,

~ The northern line is ati tmpor-"
tant plece in South Dakota’s rail
‘picture because it connects the

tate's core rail system to West
..t .also 4%}

ta. -

__The _abandonment_ruling is-a
“necessary slep in South Dakota's
plan to keep. the line operational
through a. lease-purchase agree--
ment--with:the-Burlington- North- -
crn-Rallroad,statg Rall Direct

i M yors sl MO RN 2

sal e—bankruptcy.—the-Big-Stone_Power_Plant.near |

; Monda adopted the rec._ Big Stone Clty. __. 14
omméndation of a special master A pri investors b
and ruled that the Sisseton-to-Mil- private group of investors has .
bank branch line and abranch line .becn involved in negotiations to

s “ “buy the 38 miles of branch track
between McLaughlin and New En from Sisseton to Milbank. It also

."- ﬁ“}ﬂ'y? 3(,:0 :ﬂ? "‘,,"?,',‘,‘3“:,;‘3 wants a $1 million federal grantto || -
_ _ployees are notified. _____‘,"E;_‘ij’}?@_';?ﬁ- - i e
e 1 - led ¢ in. . Myers said the main line aban- oy
. uneT:::J:hmalﬁdmlg::‘e? 10 days domment order involves track F
- after -notification was iiven or ' .from Ortonville to Miles City,
- —April first, whichever is later. So Mont., and also includes trackage

A k . we' can now expect the mainline rights {rom Miles City toBillings, | |~ " . . .

- (~will be officiall y.snban'ﬁfanT_ PP —— b - =
1" M id e ““The Milwaukee  has limitéd . ' 3

il Dakota's — rackage rights-over-the"BN-rail- ; :

_Rail_Authority_agreed_to offer_" road between Miles City and Bill- |
*|~$30.4 million for the 480-mile Mil- ings, so-what will discontinue-is~i-
wankee-. line .. from . Ortonville, from Ortonville to Miles City on

“Minn,, 10 Terry, Mott. The Bur- ‘Milwaukee track and then the Mil- .»‘

_lington Northern would make the  Waukee rights from Miles City.

- | payments, operate-on the track Bllh:gs on the BN will be disco
and eventually could buy the line tinued. .

Joaquin *'Jack’’ Harison says he'll have'a formal déclélon on his candidacy fo

o . for$1, m"our p"rfh'r“r onl rela(t)ec to . - .. e~
e e ent) is the the segment of line Irom Orton- ) . ) . : :
: : eve'ﬂ";e ‘h.:’; l:ﬂ:::,ed lz;r soour Ville west to Terry, which is about . o i 1A )
|y BERDRESE Hanson “for-sUre maybe
L | . Y d. We were anticipating the .The reason we're only purchasing : h | :
] -abandonment on the 31st 6{ Maréh tk° that p‘;“““ the BN and Milwau- ) Do ; .
el 1—|—|-and ~April 3 is.-only one- day— kesdrackage crosses at Terry and | _—py-KATE-McCARTHY. . —
2 B later.” - it'§ our intent to construct a con:- Arous Londer Stafl - - - 28 ,
N R .nection between the tracks and Minnehahoa County State's Attor- PrOf
wm | |1 Myers bas said BN trains could eliminate the veed for parallel | ney joaquin * SackY Hanson said .- -l B
G | _|._ | be operating on the northern line g_.:ck'gge between Terry and Miles - Monday that is highly likel The'll T - % Name: Joa u
Py - | — |- |-by-mid-April. . . - -Gty | -be-a-candidate-for. the- Republican_ - . _Date of birth:
- - : state Attorney General nomi 5 THometown: S
- iR - . tiof, . _ o : ] Occupation: &
- nVO V|n( 164 ay “It's a for-sure maybe,” was how “ Education;
Pl LN ) Hanson characterized the -pre-an- L School, ‘Augus
I 1 ow - - ment B Y ‘ sity of Soutl

I i

v ettt amtic r aw
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==—=—which" has"suffered because of rapid  was in the best interests of the People _diréctors announced that it would sell. | Sunday; partly
... expansion,—management - problems - Express shareholders, . - Frontier to United for $146 million, of ;] Tuesday. High:
and increased competition, bought. . The deal with United followed wide . which 350 million. will be paid next' .| the 60s to lowe

Denver-based Frontier just exght speculatlon about the fate of People week
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" Burlington: Signs 15- year lease | e
with readings ;
70s over the n¢
Continued from 1A Thc dilference comes Irom more Assocxatmn is lhe only shnpper on lhe and along the }
the lines in the eastern part of the _efficient shipping practices on_.the line in Chamberlain, which will lose. to 110 degrees ¢
— state. Those lines had been lost in 1980 part of Burlington Northern in using yits only rail connection Dec. 31. . | west.
‘when: the financially troubled Mil- - 54-car-unit trains, Myers-said.. - .. “What we will havé {6 do is try to .

aukee_Road: abandored it 1-r'e= in__.The_asreement.gives_Burlingfon =get- -a:short-line.operator; LVincerees

=South=Dikota. " ““+Northern the: -option to:buy-the state- _grain division manager for the Wheat

““Either~party may cancel the con- owned core system at’ any time dur-" Growers, said. The company has 15 sm‘

-tract on the fifth anniversary-or the ing the contract period for about $26 terminals statewide. )
- & "10th anniversary of its starting-date, million,the amount the state has -~~Erzsaid proposals have been con-
~—July.1,-1586; proVnded-they nge 180 -spent to’ purchase'and Tepair-the sys-. sidered_from Dakota _Southérn_Rail-. .
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Thé prificiple concern on oiir side ™ Burli ngion No rthern operates ‘on" -ates on state-owned track from Platte :

" was we wanted the agreement to be - another state-owned line, known as to Napa, just north of Yankton.- W ASHINGTON

. as long as possible,” Myers said.. ‘the main line, which runs from Orton-  An operator probably won't be studies reach opp

o “We had hoped for a straight 15 ville, Minn., through Aberdeen to found by the time the Burlington o
geg_rs rs. We_took it ; asJar,xs_m_nnuld.._l\dﬂes.CLLy.MonLLusuSe¢pnmarlly—Nor{hern-qults-theflme-E-rz'sm E“-M

ive-year-contract:” 7] is
7 The contract calls for the railfoad and is covered. under a- separate ‘throwghout the year in order to take :m:il;;;st;agﬁ;tnht

- “company to make. lease payments to agreement that expires in 2002, _advantage of price changes, so the. ~over smoking an
R ._,ﬁme state’ if" the lines’ gross. freight = - Myers said the new agreememwuh terminal really has no deadline to A British sgtudy
Tevenues -exceed $20 million a year, Burlington Northern is timed so that " meet in finding an « operator. o b o from—s
e-amounrestmte‘crby‘the‘smmh’erl‘lhﬁ“lr—d—_e aliroad pays ofl the gov- He said the - Burlington Northern smalln?f'it exist
~Burlington. Northern s " break even ernment loans that were used to re: -had been lowering its prices over the appea'red ust as
point. . . ! « pair the main line, in about 15 years, last several years, whi¢h had been ‘searchier Jconclu

The state would earn 5 percent of they will be:at the end of .the lease good for business. “We had been get- smoking .could
gross revenues between $20 and. $25- agreement on the core system. ung along fabulously. he said. . Americans_a_y

— ~~ — —million;’6 percent-betweerr$25-and $30——The-ideaisthat-théTailroad-would - —The. company has since Jowered its 46,000
_million, and 7 percent above $30 mil- then have the money available to buy  rates for-elevators that can sell entire :l'he' British sti
hon., the.core.system, Myers said. _° ___ train loads.at one. tlme byll percent. P.N. Lee of the

T “Last year BurllngtonNorthem gen.”  Hackney said if the.lines.continue Myers said. ~ - o “Research, said it

erated/$23 million_on the_lines, which__to_make_money_the_railroad .would.__Mike: Vehle,- president: o! Shanard whether tobacco

" would have earned the state almosl consider purchasmg lhem from the . Inc., a grain, feed and fertilizer com- cancer amon
A $200,000 ‘state.. - pany based in Mitchell, said he wel- . (PPoet GMATE .
- .. The Iease money will go into a fund Hackney - did not disagree - with ~comes the extension of the contract. mak t id.ebe
.in the ‘Department of Transporta- --Janklow, however, when the gover-  The company-owned by state Sen, TMake. it sai
o ._uon . e~ lm—————norsaid that if expoumarketsjld not-—George:Shanard:of Mitchell -has_two g
s :mmﬁm—contmt—theﬁmpmve-thmspecro he-comipany —elevators served by trucks af Re— - ’
railroad company paid the s@e $1a ' buying the state-owned- syslem was - liance and Armour, and a third on the ] g

y o - year for the lines, and the state was ¢ not good. state's core system at Eniery.. .

" _-responsible. for maintenance and re-  Burlington Northern: moves grain,___Shanard_and_Vehle decided. to.in-.... WASHINGTO}
T pair c¢osts. Therailroad company will_ primarily corn and some wheat, over vest.ina large new unit-leading eleva 'gan administra
~ =#- y.- NOW-be responsibie for maintenance the core system to the north, then' tor when’ Burlington Northern first $13.5 millionin a

- and repairs to ensure the lines’ allow- ~ west to the state’s major grain mar- started- operatmg the lines and of- the government:

" able speeds remam at 25 miles an kets in the Pacific Northwest. It also.. fered special prices for elevators that try apologizes fo
- hour. . . - -Ships grain and soybeans-south to the—-~could load entire trains at a time. can speech and
ety e—feeHhe—conlracHrarworked—Gulf-and»lmlhe—e&s r s puid-soften—itscritit
.well enough that the cit ‘zens of South . _The contract has been-approved by off. Vehle said the trucks haye not States, officials
Dakota should get something back,’" the South ) [ een edged out of the fransportation- rState-Dej
————————-Myers said-adding-that-through ‘the —ity: —= Tpicture; becausé many now conten. that it had cance

: -railroad’s servnl:e and- lower rates, The agreement allows the Burlmg- - trate on'short hails to elevators with $3 million this v
-~ “We more than récovered our invest- ton Northern to use other rail carriers  ~ rail connettions. = -~ -'ning and agric
ment-in-the rail facilities™" ~to fulfillits obligations under the con-.~  And the railroad has benefned the - projects. An ac
“The Milwaukee Road waslosing $12° tract, but Burlington Northern would ~_farmer by providing competition for
-—million: to-$15-million a-year-on the “still’ be -responsible-for~theTservice™ thie truckers; which tends to- keep
"« same routes before abandonmg the other.companies would provi transporfation . costs . down Vehle
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40A Argus Leader, Sioux Falls S.D. *

- Sunday, Aug. 11, 1991

‘Argus Leader - e
\ - Sioux_Falis, South Dakota R,
. A Ganneft newspaper :

',;.Rall actlon turned
- low pomt toa hlgh

One of the low pomt.s of South Dakota hlstory camé’ about
‘11 years ago. .
* The Milwaukee Road had shut down about 1,000 of rail liné”
“in the state. Hundreds of other miles of nckety track were'in
v Jeopardy South-Dakota, one ‘of- the most farm-dependent
states in the nation, was in danger of Io;mg rail access to

..grain markets-on the coasts. *
_The loss of -that much rail service would have ‘been

o trophic for many farmers -and small ‘towris. Transpor- '
- }Jttlzi costs would have sogredd
State government, forced to do some-

" thing, reacted .with ar? unchdractéristic Edltorlal
burst of public activism: It created a state-owner I‘alL..
systeth. In doing so, 1t tumed a low pomt m state hxstory mw
" -a high point.

~ This year represents the state’s lOth anmversary of its -
plunge into railroading. Tlme has proven ittobea successful

——-.— venture.
The normally slow- -moving wheels of government started

turning quickly in 1980, when'Gov. Bill Janklow and the {:

Legislature approved a temporary increase in the state sales-
- tax to buy abandoned rail lines. The state s work commued
for the next couple of ‘years.

“The state's original purchase mcluded what became the T

368-rnile core system: lines from Aberdeen through Mitchell .
to Sioux City; Iowa, and from Smux Falls t.hrough Canton to
Mitchell. -

Then came a coup. J: anklow convmced ofﬁcxals from
Burlington Northern Railroad, a. ma]or rall company, to run
trains on the system.

The first trains rolled on state-owned track on J uly 6 1981,

v R . . g
Opimmcarioonﬁy'rorh'rale'soimeamm‘vs'

~——Railroad- Dedication. Day was celebrated Sept._ZZ,-IQSI in_-
" Mitchell: . s

The next September after ‘a special session -of=_the
Legislature, South Dakota acquired another-major.rail lin

— a 480-mile line that runs through northern South Dakota ¢ on;.

" its way from Ortonviile, Minn., to Terry, Mon
The BN is.paying off the state's expenses for i
- rehabilitating the line through northern South Dadkota:
agreement with the state also cans for the BN to run‘train$;
f —*~on‘thé ¢ore system until 2001,
" The acquisition of an old Chlcago & North Western li by,
) the Dakota, Minnesota & Eastern Railroad in the mid-1980s’
- solidified the rail network.in' South Dakota even more. That
* line runs through the middle of the state from Brookings to
‘Rapid City. :
Janklow and others in his admlmstratlon notably "Jim )
Myers, as well as leaders in both pames of the Legislature
deserve credit for taking on the rail crisis aggressively. So do
the local officials and business leaders who helped. And don't
forget the state residents who chipped in thelr tax money
with little objection. .
Their efforts paid off. .
A decade after railroads appeared to be dymg in .South
Dakota, the health of rail transportation has substantially.
“improved. The ‘future remains uncertain; it will depend on
- business conditions  and shipper use. But the- future is
certainly more encouraging than it was 11 years-ago.

ASHINGTON .— Tony Browne

&E aysahe has crossed the Rubicon of

merican politics. He's become a
ack: Republ:can .

a registered Independent —

“has t;een an untiring advocate of

the just causes of black Americans.
And for- about as. long as'anyone
can remember, he also has been an
eloquent spokesman for black eco-
nomic development.

So when retently Brown an-
nounced, with much fanfare, that-
he had joined the party of George
Bush, Jesse Helms and David
‘Duke, it came as quite a surprise.

- “BLACKS NEED economic solu-
tions,” Brown wrote in defense of
his move.. The small number of
black Americans who. claim to be
Republicans “*spells long-term eco-
nomijc ruin for our country,” he
added in an explanation of |
decision that appeared in The w
Street Journal.

1Us obvious that Brown is
insincere convert to the Repubi-

canism rhat swept Geof‘ge Bush
- letn thn Whita

‘black votes -without

DeWayne Wickham
tully deviéing ways to win “‘anti-
appearing
racist in the old Deep South style.”
Brown doesn’t embrace the par-

ty's twisted notions mbout race, so’

much as he has concocted a

_strategy to get nkmg by - going
. along.

BY INFlLTRATlNG the sullied
ranks of a party that tramples upon
the rights of black Americans,

Rrown helieves he might reverse
175 e
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EXHIBIT J

CORRECTED MODIFIED CERTIFICATE OF
PUBLIC CONVENIENCE AND NECESSITY
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INTERSTATE COMMERZE COMMISSION - huc17 8
Washington, D.C, 20423 -
FinanceDochet No. 29672 T

BURLINGTON NORTHERN RAILR.OAD COMPANY --OPERATIONS-- IN THE STATES OF
- IAANDSD

Augugt 11, 198

NOTICE:

On June 29, 1981, a motice was filed by the Burlington Northern Raflred Company
for a modified certiﬂcate of public convenience and necessity undey 49 C.F.R. 11204,
published at 45 Fed. Reg. 53827. As of that date, this carrier is suthorized to provide
garvice initially over the Sioux Falls to Mitchell line segment via Canton. Train service
for this line will be provided from Sioux Falls, SD, to Marion, SD; thence from Mazicn
to Mitchell, SD, and return to Sioux Palls via Marion: Beginning Juiy'l, 1981, =N
commence operaﬁons nver the Mitchell to Chambetlain, SD, Mitchell to Wolsey, SD,
and Mm:heu to Scotland, SD, line segments. Thereafter, on Septémber ], 1981. BN wm
begin operating from Scotland to Yankton, SD, in addition to pexfofming service over the
previcusly mesticned lines. Finally, beginning Septemiber 1, 191, BN will exend servics

o the line between Yankton sud Sloux Clty, T4, |

e'té owned by the State of Scmﬂa Dakota,

»~
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EXHIBIT K

NOTICE OF EXERCISE OF ELECTION TO PURCHASE RAIL FACILITIES
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BINSF “PETER J. RICKERSHAUSER The Burlington Northern
: Viice President and Santa Fe Railway Company
Nemork Develpprent . ’
2500 Lou Menk Dive, 3rd Floor
Fort Worth, TX 76131
B17-352-6686
Fax B17-352-7154
E-rmail pete.nckesshauser@bnsf. com
June 29, 2004
VIA OVERNIGHT MAIL

Mr. Bruce Lindholm
Director of Railroads
Department of Transportation
State of South Dakota

700 East Broadway Avenue
Pierre, SD 57501

Re: Notice of Exercise of Election to Purchase Rail Facilities

Dear Mr. Lindholm:

Pursuant to the provisions of Article 3.E.2. of the Operating Agreement Between the State of
South Dakota and Burlington Northern Railroad Company dated July 1, 1986, as amended, The
Burlington Northern and Santa Fe Railway Company ‘(successor in interest to Burlington
Northern Railroad) (“BNSF”) hereby provides notice of BNSF's exercise of its election to
purchase the entire Rail Facilities (as defined in Article 3.E.2.). Please promptly provide the
State's calculation of the purchase price pursuant to Article 3.E.2.

Subject to the parties’ confirmation of the purchase price, BNSF intends to close the transaction
as soon as possible, pending a reasonable due diligence period and any final govermnmental
approvals which may be required. Accordingly, BNSF would propose to tender a reasonable
agreed deposit sum into escrow, and accordingly requests the State’s proposed deposit amount
and escrow instructions, in addition to the information listed above. In light of this notice and
rejterating our prior correspondence on this matter, we trust no actions will be taken which
would interfere with BNSF's election rights and/or diminish the value of the properties and the
rights of BNSF subject to acquisition by BNSF without the prior consent of BNSF.

Sincerely, .
Cc:  Mr. Dennis Landguth
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EXHIBIT L

LIST OF BNSF OFFICERS AND DIRECTORS
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*Matthew K. Rose
*Thomas N. Hund
*Carl R. Ice

*John P. Lanigan, Jr.
*Jeffrey R. Moreland

Stevan B. Bobb
Stephen G. Branscum
Rollin D. Bredenberg
Jeffrey J. Campbell

M. David Dealy

Frederick G. (Fritz) Draper

George T. Duggan

Arthur P. (Skip) Endres, Jr.

John J. Fleps
Gregory C. Fox
James H. Gallegos
David L. Garin
Steve A. Goodall
John T. Hickerson
Craig Hill

Paul R. Hoferer
Dennis R. Johnson
Kevin Kaufman
Kenneth J. Kempker
Mark A. Kotter
Thomas G. Kraemer
Frederick R. Malesa
Jeanne E. Michalski
Marsha K. Morgan
Peter J. Rickershauser
Chris A. Roberts
Richard A. Russack
Sami M. Shalah

EXHIBIT L
BNSF RAILWAY COMPANY
OFFICERS

January 20, 2005

Chairman, President and Chief Executive Officer
Executive Vice President and Chief Financial Officer
Executive Vice President and Chief Operations Officer
Executive Vice President and Chief Marketing Officer
Executive Vice President Law & Government Affairs and
Secretary

Vice President — Business Unit Operations and Support
Group Vice President — Consumer Products

Vice President — Service Design and Performance
Vice President — Technology Services

and Chief Information Officer

Vice President — Transportation

Vice President — Business Development

Vice President — Industrial Products Sales

Vice President — Government Affairs

Vice President — Labor Relations

Vice President — Engineering

Vice President and Corporate General Counsel

Group Vice President — Industrial Products

Regional Vice President Operations

Vice President Domestic Intermodal Marketing

Vice President — Mechanical and Value Engineering
Vice President and General Counsel

Vice President and Controller

Group Vice President — Agricultural Products

Vice President and Chief Sourcing Officer

Regional Vice President Operations

Group Vice President — Coal

Vice President International Intermodal Marketing
Vice President — Human Resources and Medical

Vice President — Investor Relations

Vice President — Network Development

Regional Vice President Operations

Vice President — Corporate Relations

Vice President — Coal Marketing
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Denis Smith Vice President — Industrial Products Marketing
Gregory W. Stengem Vice President — Safety, Training and Operations Support
David W. Stropes Vice President — Corporate Audit Services
Shelley J. Venick Vice President and General Tax Counsel
Richard E. Weicher Vice President and Senior Regulatory Counsel
*Director
2
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Appointed Officers:

Linda J. Hurt

Peter M. Lee

Betty L. Reinert
Craig N. Smetko
Jeffrey T. Williams
Patricia Zbichorski

Assistant Vice President — Finance and Treasurer
Assistant Secretary

Assistant Secretary

Associate General Counsel and Assistant Secretary
Assistant Secretary

Assistant Secretary
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EXHIBIT M

COMMON CARRIERS OWNED OR CONTROLLED BY BNSF
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EXHIBIT M

COMMON CARRIERS OWNED OR CONTROLLED
BY BNSF RAILWAY COMPANY

The Burlington Northern and Santa Fe Railway Company de Mexico, S.A. de
C.V. (incorporated in Mexico)**

Burlington Northern Santa Fe British Columbia, Ltd.**

Burlington Northern (Manitoba) Limited (incorporated in Manitoba, Canada)**
The Dodge City and Cimarron Valley Railway Company*

Los Angeles Junction Railway Company

Oklahoma City Junction Railway Company*

Rio Grande, El Paso and Santa Fe Railroad Company*

Santa Fe Pacific Railroad Company (established by Act of Congress)*

Star Lake Railroad Company

The Wichita Union Terminal Railway Company

Winona Bridge Railway Company*

Further, BNSF has holdings in the following common carriers:

Alameda Belt Line - 50 %
The Belt Railway Company of Chicago - 16.6 %
Central California Traction Company - 33.3 %

Houston Belt & Terminal Railway Company - 50 %

*At present, the company has no employees and no on-going operations.
** Not a U.S. common carrier.
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Iowa Transfer Railway Company - 25 %

Kansas City Terminal Railway Company - 25%
Longview Switching Company - 50 %

The Oakland Terminal Railway Company - 50 %
Paducah & Illinois Railroad Company - 33.3 %
Portland Terminal Railroad Company - 40 %

St. Joseph Terminal Railroad Company - 50 %
Sunset Railway Company - 50 %

Terminal Railroad Association of St. Louis - 14.3 %

Texas City Terminal Railway Company - 33.3 %
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EXHIBIT N

SUMMARY OF PROPOSAL
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EXHIBIT N

FINANCE DOCKET NO. 34667

RAIL CARRIER: BNSF Railway Company
AGENCY: Surface Transportation Board
ACTION: Notice of Filing of a Railroad Application to Acquire and Operate Certain

Rail Lines in South Dakota and Iowa

SUMMARY: BNSF Railway Company ("BNSF") has filed an application with the Surface
Transportation Board seeking authority to acquire and operate certain railroad lines owned by the
State of South Dakota (““State”) as described in a July 10, 1986 Operating Agreement between
BNSF’s predecessor and the State. These lines include principally the lines from Milepost 777.0
near Aberdeen, South Dakota to Milepost 650.6 near Mitchell, South Dakota; from Milepost
518.9 near Sioux City, lowa to Milepost 649.7 near Mitchell, South Dakota; from Milepost 293.1
near Canton, South Dakota to Milepost 650.6 near Mitchell, South Dakota; from Milepost 74.1
to Milepost 68.8 in Sioux Falls, South Dakota; from Milepost 68.8 near Sioux Falls, South
Dakota to Milepost 49.4 near Canton, South Dakota; and from Milepost 511.9 to Milepost 518.9
in Sioux City, lowa.

Any interested person may file written comments and evidence on the application with
the Surface Transportation Board. Written comments and evidence are due on March 11, 2005,
and comments should indicate the proceeding, STB Finance Docket No. 34667, and should be
filed with the Surface Transportation Board, Office of the Secretary, Case Control Unit, 1925 K
Street, N.W., Washington, DC 20423-0001. The original and ten copies of all comments and

evidence shall be filed with the Board. A copy of each comment and evidence shall also be
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served upon BNSF’s representatives: Adrian L. Steel, Jr., Esq., Mayer, Brown, Rowe & Maw
LLP, 1909 K Street, NW, Washington, DC 20006, (202) 263-3237, FAX number (202) 263-
5237; and Sarah W. Bailiff, BNSF Railway Company, 2500 Lou Menk Drive, Fort Worth, TX
76131, (817) 352-2354, FAX number (817) 352-2397.

A copy of the application is available for public inspection at the offices of the Surface
Transportation Board and the applicant, BNSF Railway Company, 2500 Lou Menk Drive, Fort
Worth, TX 76131.

Dated: February 18, 2005
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CERTIFICATE OF SERVICE

I hereby certify that on this g™ day of February, 2005, a true and correct copy of

the foregoing Application for Acquisition and Operation Authority was served by first-

class mail, postage prepaid, or by a more expeditious manner, on the following persons

required by 49 C.F.R. § 1150.10(e):

The Hon. M. Michael Rounds, Governor
State of South Dakota

500 E. Capitol Avenue

Pierre, SD 57501

Gary Hanson, Chairman
Public Utilities Commission
Capitol Building, First Floor
500 E. Capitol Avenue
Pierre, SD 57501

The Hon. Thomas Vilsack, Governor
State of Iowa

State Capitol Building

Des Moines, JA 50319

and on the following:

Myles L. Tobin
Thomas J. Litwiler
Fletcher & Sippel LLC
29 North Wacker Drive
Suite 920

Chicago IL 60606-2875

Gordon P. MacDougall

1025 Connecticut Avenue N.W.
Suite 410

Washington, DC 20036-5405

The Hon. Dennis Landguth
Secretary of Transportation
State of South Dakota

700 E. Broadway Avenue
Becker-Hansen Building
Pierre, SD 57501

Mark F. Wandro, Director
State of lowa

Department of Transportation
800 Lincoln Way

Ames, IA 50010
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