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November 14, 2002

Vernon A. Williams, Secretary
Surface Transportation Board el
1925 K Street, N.W., Room 700 ISR
Washington, D.C. 20006

Re: STB Finance Docket No. 34178
Dakota, Minnesota & Eastern Railroad Corporation and
Cedar American Holdings, Inc.
Control Application — Iowa, Chicago & Eastern Railroad Corporation

Dear Secretary Williams:

Enclosed for filing are the original and ten (10) copies of the Iowa Department of
Transportation’s statement relative to the above Docket. Copies have been sent to those
on the attached certification list. Also enclosed is an electronic version on a 3.5 inch disk
in Microsoft Word format.

Sincerely,
ENTERED  dings
Office of Proce g A
DEC 18 2002 e e
Pub‘;?:rfaggord Director
MFW et
Enclosures

cc: John Hey, Modal Division
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Control of
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Prepared by:
John Hey
Modal Division
Iowa Department of Transportation

Dated: November 10, 2002




BEFORE THE
SURFACE TRANSPORTATION BOARD

Finance Docket No. 34178

Comments and Support Statement
Dakota, Minnesota & Eastern Railroad Corporation and Cedar America Holdings, Inc.
Control of
Iowa Chicago & Eastern Railroad Corporation

Introduction;

On June 7, 2002, Iowa, Chicago and Eastern Railroad Corporation (IC&E), an indirect
subsidiary of the Dakota, Minnesota & Eastern Railroad Corporation (DME) through
Cedar-America Holdings Corporation, filed a notice of exemption for acquisition of the
assets of I & M Rail Link (IMRL). The Board allowed the transaction and subsequently,
as outlined in those proceedings (STB Finance Docket # 34177), the DME has now filed
for control of the IC&E. In the previous proceedings, the Iowa Department of
Transportation was neither for nor against the acquisition of the IMRL assets by the
IC&E. Our concerns centered on the appropriateness of the process and the ability of
shippers and communities to become involved.

Our comments in this proceeding, is to express our full support for this control
application and the provision of terminal trackage rights for the removal of anti-
competitive barriers to efficient service.

Support of Control Application

The Iowa Department of Transportation fully supports the control of the IC&E railroad
by the DME. The combining of these railroad operations will ensure the continued
service to Iowa shippers along these lines as well as providing an additional connection to
the Pacific Northwest grain markets.

The former 1 & M RailLink (IMRL) lines, now owned by IC&E, have had a financially
difficult history. Ever since the demise of the Milwaukee Railroad over 20 years ago,
there have been four different owners of these lines. Achieving financial stability has
been a struggle and numerous reasons exist for this financial instability. High debt levels,
stiff competition, and a stagnant revenue base have all contributed over the past twenty
years to this problem. With these financial difficulties comes an inability to adequately
maintain and improve the rail infrastructure, a cause for concern for the state of Iowa and
the Iowa Department of Transportation. Central to our mission is assisting in the
preservation and improvement of rail service in Iowa.




With the recent acquisition of these lines by IC&E and the proposed control of IC&E by
the DME certain management, operational and financial efficiencies are possible. This in
turn, could provide a window of opportunity for improving and preserving service on
these lines. As such, the Iowa Department of Transportation sees the control by the DME
of the IC&E as a positive combination and best hope for continued rail service and
improvement for Iowa shippers along these lines.

Finally, the combination of these two railroads provides another outlet for Iowa grain to
the Pacific Northwest market, an outlet that provides a more direct and efficient
connection than previously available to Towa shippers on these lines. While the
combining of these two railroads will provide a greater opportunity for South Dakota and
Minnesota shippers by providing more outlets for their grain, overall this will provide a
greater revenue base for the entire system and hence provide the basis for preserving rail
service for all shippers.

Anti Competitive Barriers

A major concern we would express to the STB would be that all anti-competitive barriers
be removed whenever possible. An opportunity arises in this proceeding. Limitations on
traffic interchanges, like the one outlined in application at Owatonna, are patently anti-
competitive and should be removed. We strongly support the application for terminal
trackage rights over the UP line segment. The only reason for this barrier was to prevent
the DME and their predecessors from interchanging with another railroad at this location
and trying to keep traffic captive to the Union Pacific. However, approval of this control
application will result in interchanges that would be between railroads of the same
company with the same operational control. Continuing interchange limitations here
would only foster inefficiencies and drive up costs for the DME/ICE and their customers
while providing Union Pacific little or no benefit.




Certificate of Service

The comments of Iowa Department of Transportation STB Finance Docket #34178 has
been served upon the following via first class mail as required.

Martin W. Bercovici
Keller & Heckman, LLP
1001 G Street NW

Suit 500 West
Washington, DC 20001

Nicholas J. Dimichael
Thompson Hine, LLP

1920 N Street, NW
Washington, DC 20036-1600

Diane P. Gerth

Lenard, Street & Dienard, PA
150 South Fifth Street

Suite 2300

Minneapolis, MN 55402

John D. Heffner

555 Twelfth Street NW
Suite 950N
Washington, DC 20004

Steven J. Kalish

McCarthy, Sweeney & Harkaway, P.C.
2175 K Street NW

Suite 600

Washington, DC 20037

William A. Mullins
Troutman Sanders, LLP

401 Ninth Street NW

Suite 1000

Washington, DC 20004-2134

Peter A. Pfohl

Slover & Loftus

1224 Seventeenth Street NW
Washington, DC 20036-3603
Michael L. Rosenthal

Paul A. Cunningham

Harkins Cunningham

801 Pennsylvania Avenue, NW
Suite 600

Washington, DC 20004-2615

Daniel R. Elliott IIT
Associate General Counsel
United Transportation Union
14600 Detroit Avenue
Cleveland, OH 44107-4250

Don M. Hahs

International President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, OH 44113-1702

Charles A. James

Assistant Attorney General
Antitrust Division

US Dept. of Justice, Room 3109
10" Street & Constitution Ave NW
Washington, DC 20530

Keith G. O’Brien

Rea, Cross & Auchincloss
1707 L Street NW
Washington, DC 20036

Mike Nickolas

North Central Farmers Elevator
PO Box 366

Ipswich, SD 57451

Joseph R. Pomponio

Federal Railroad Administration
400 Seventh Street SW, RCC-20
Washington, DC 20004-2401
Monty T. Thuchel




Convington & Burling
1201 Pennsylvania Avenue NW
Washington, DC 20004-2401

Paul Samuel Smith

U.S. Department of Transportation
400 Seventh Street, SW

Room 4102 C-30

Washington, DC 20590

William W. Whitehurst, Jr.

W.W. Whitehurst & Associates, Inc.

12421 Happy Hollow Road
Cockeysville, MD 21030-1711

William C. Sippel
Fletcher & Sippel, LLC
180 N. Stetson Avenue
Suite 3125

Two Prudential Plaza
Chicago, IL 60601-6721

Honorable Thomas A. Daschle
U.S. House of Representatives
Washington, DC 20515-4101

Terry L. Adkins

Rochester City Attorney

201 4" Street, SE Room 247
Rochester, MN 55904-3780

David J. Frederickson

President, National Farmers Union
400 N. Capitol Street, NW

Suite 790

Washington, DC 20001

Robert Hoppe
Monsanto Company
800 N. Lindbergh

St. Louis, MO 63167

UTU General Chairman
Local 64

508 North Main Street
Janesville, MN 56048-9229

Robert P. Vom Eigen

Foley & Lardner

3000 K Street NW, Suite 500
Washington, DC 20007-5143

David L. Knudson

Davenport, Evans, Hurtwitz & Smith, LLP
206 West 14™ Street

Sioux Falls, SD 57104

Mark Wandro, Director

Iowa Department of Transportation
800 Lincoln Way

Ames, IA 50010

Honorable John Thune
U.S. House of Representatives
Washington DC 20515-4101

James V. Dolan

Union Pacific Railroad Company
1416 Dodge Street

Omaha, NE 68179

J. Michael Hemmer

Union Pacific Railroad Company
1416 Dodge Street

Omaha, NE 68179

Richard Kierstad, President
South Dakota Farm Bureau
PO Box 1426

2225 Dakota Avenue South
Huron, SD 57350




William J. Pinamont Charles Schafer

Kansas City Southern North Iowa Cooperative Elevator
427 West 12" Street 105 South First

Kansas City, MO 64105 Thornton, IA 50479

Kirk K. Van Tine Dennis Wiese

General Counsel South Dakota Farmers Union
U.S. Department of Transportation PO Box 1388

400 Seventh Street SW 1410 Dakota Avenue South
Washington, DC 20590 Huron, SD 57350

Sara Wilson

Southern Grainbelt Shippers Association

PO Box 458

New Ulm, MN 56073-0458

, 7/
John Hey, Policy Analyst
Modal Division
Iowa Department of Transportation
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