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JUDGF • ^ ' ^ ^ i - -e r e c o r d . 

YF . POACHj UP c a l l s Donald P. ^hum. 

iYH. FISHYAr* Your Honor, I ' d l i k ^ t o -r-nter an 

appearance on b e h a l f o-̂  KCS. *y name i s F r i c F'shma.n 

frcm S u l l i v a n n i '-.crcrst--^. 

( -n. ) 

Wh-^reupon, 

:0N 

was e a l l e i ac .a w i t n e s s hy c o u n s e l f o r Union 

i n g ' - -

as f o l l e w ^ i 

_ - J w 

:n , was ex' 

riFECT 

: ec 

Q 

A 

2 

A 

Ahat i s ycur na• : r ? 

r y n •- • - - :.al d A . Sh -.m . 

.8,nd what is you' --••.on? 

I'-^ VlC-r "r.^-zi--. - 1 n t e r 

r ac I f 1 c da l x 

Q I have 

t h t y c u r v -•,. , 

A ^- • 

2 I -

.- ^ c 1 r 1 . - a 1 r ca 

; GO -^-ed i . n 

*U5 

ALDERSON REPORTING COMPANY INC. 

20 F ST., N.W WASHINGTON, D C 20001 (202) 628-9300 
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A Yes , i t i s . 

YR. POAC!:: ^our Honor, t h e w i t n e s s i s 

a v a i l a h l o f c r c r o s s - e x a m i n a t i o n . 

JUDGE KDPKINS: Thank you -

Y r . W i l s c n . 

CROSS EX.R.Y I NATION 

"̂ Y : :y . 'nlLSON; 

3 3cod acrnir ' . - : , " r . Shum. Yy name i s Tsennis 

W i l s o n . I ' m r e p r e s e n t i n g the Appl.- 'cants i n t h i s 

p r o c e e d i n g . 

A Good m^rnino . 

Q S i t , en pa^e 3 o f your v e r i f i e d s t a t emen t you 

di3CJ-'3 t h e m^-'or inro .^ds w h i r h motor ca r r i^ '^ r r ha - ' - I ' e 

i n the v a r i o u s t r - ! f i c senments t h a t on.ce had "rcved 

cr:^^07, m a . a t l y i r a i l r e a d s . You t h ^ n l i s t s p e c i f i c 

types o f t - •: • i c t o a n i 'r^.-r, l i f-:^r n i * h , i * -r - i -

t c motor C a r r : r . - - r r - - ' t i - i c n . 

•'ou h e g i n your i : -:t w i t h out ' -oun' i sh i p r : t : ^ 

p e r i s h a t l e s . S i r , has C a l i f c r n i a p e r i s h a h l " - t r a f f i c 

^e,-n l o s t t c ^'Z'-'Ks t e th- i po i r =ay t-uc'-' 

thf- p redomin ; . , - i c ? 

A s. 

3 I s t h i s t r u e ev"n i n * ' ^n a<̂ r 

--:;hatle t r a f f i . ' e t s , would you ,̂ ay 

A •'t I* •"-'-'ads. T*"- • •• r ' : ' - ' • : ~ .-' - - . - - -

ALDERSON REPORTING COMPANY. INC. 

20 F ST, N W. WASHINGTON, D.C. 20001 (202i 628-9.300 
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i n r o a d s again-^t the b o x c a r , n :echanical r e e f e r t y p o 

t r - f f i - un^--r re-^-:" * : -:n . S ince d e r e g u l a t i o n and the 

advent o f Plan 3 t r a i l e r t r s f f i c , t h ^ r a i l r - - -'.ve 

reg a. . - h i e p c - i . • e t and t h a t 

p a r t i c u l a r c o m m o i i t y . 

Q About what pe r cen t age of p e r i s h a b l e * -c 

f r o m r a l i f o r n - ' - .. : . . _ t c r y T.C-J-^" hy t r u c k 

t e d a / . weul-i y - - •' 

A - not c *he a b s o l u t e percen'-age, 

bu- * , rk a r e a , . I wou. . - rohab ly 8 0 

t o 9C percent move.'- r a i l t o d a y , r a i l Tf^FC. 

3 To o f f i c i a l t e r : " w o u l l you 

say t n a t i t ' s r-ore 

A 

Q 

you say , 1 . " 

e a t . 

-cent . t y 

ycu me ̂  n ''-icno? 

' ~ i i c , point-. 

: ' alr.'O.'-t 

3 ""z 1 r- '' 

Q W--i- -̂ ,.;:* ; 

f.-. 4-v . Scutnoact? Wha 

*-

A T ' m r et f : 

f i c -: n 1 a 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W , WASHINGTON, D C. 20001 (202) 628-9300 
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Q Would you say ove r h a l f o f -h.^t t r a f f i c moves 

by t r u c k ? 

A I t wculd t e iry p -^ rcep t ion t h a t t he r a i l s would 

have a f a i r l y ' ' ecent p e r c e n t a g e o f the I r n g h a u l m a r k e t , 

wh-th=?r t h a t i s t o t h e Fast or t o t h e S o u t h e a s t . 

Q Are you aware , . s i r , c f " ^ u n k i s t ' s p resen t 

program t o s h i f t *he prepond-jranc^:^ o f i t s b u s i n e s s f rom 

r a i l t r a n s p o r t a t i o n t o t r i : c k t r a n s p o r t a t i o n ? 

A No. 

Q Are you awar<= of any program by San J o a c u i n 

V a l l e y p e r i s h a ' - l e s h i p p e r s to s h i f t t h e i r b u s i n e s s fro-n 

r a i l t e t r u c k ? 

A ' o 

Q Next you l i i t o M l u n d s h i p m e n t s c f C a l i f o r n i a 

canned goods . ' 1 - :* whi* n^r--:-nt-=-- of canned coeds 

sh ipn^ 'n t s f r o m C a l i f c r n i a t o t h e " i '^w.-s t neves hy t r u c k 

t c ' ay? 

I ' m not c e r t a i ' ' h<= exac t pe rc r -n t age . 

What range wculd you esti:^a*-e? 

^ ' " -ay 30. uC - - - - n t . 

0 Have motor c a r r i e r s made - v-s in*:c r a i l 

t r a n s p o r t a t i o n i n the movement of m - n u f a c t u r e d •-, ' 

moving t r a n s c c - * - n t a l l y c •: — ' ^ r-- - 1 i f .-'-*: i 3 ? 

A I ' m not aware c i a b l e 

. : - . , , f act ured g'. 

ALDERSCN REPORTING COMPAN ,, INC. 

20 F ST.. N.W.. WASHINGTON, D C. 200^1 i202) 628-9300 

A 

3 

A 



1 

2 

3 

4 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

81 3U 

C a l i f o r n i a . f f o s t o*' t h a t c o m m o d i t i e s are canned goods , 

wine , p e r i s h a b l e s , n u t s , p e r i s h a b l e t y p e .-ommodi t i es . 

0 Have motor c a r r i e r s made m a j o r i n r c a d s i n t o 

r a i l t r a n s p o r t a t i o n c f lumber sn ipments f r o m n o r t h e r n 

C a l i f o r n i a ? 

*i No, I d o n ' t t h i n k s c . 

0 .AhoM* what rhar t - ef ra nsco , i * i n en t a l l u s t e r 

t r ^ f f i r - f r o m n o r t h e r n C a l i f c r n i a do ycu t h i i k motor 

c a r r i e r s h^ndl t r? 

A I ' n n..: •.. r e r t a i n : ' i c t p^arct., 

3 N'ew, t u r n i n g t o sh - - i n t o C a l i f o r n i a , you 

say t. ' ;at -^cter c a r r i e r s h-.vp T . . j o r i n r c a d s i n t e 

inhcund shipm^-nts o f nanuf a c t u r- .:ods. What a re the 

v ? - i c u s c o i m o d i t i e s t h a t you were - - ^ - r r i n g t o by the 

term " m a n u f a c t u r e d goods"? 

mmm. 
• ^ ^ ^ r ^ I would say most any e ' t h ^ manufacture-^ 

a r t i c l e L - i * ' - r : •- Ives *c t r t c k i ' - : '^- i l ler l e t 

s h i n m a n t r , t - a r k e t , v a r i o u s con.^-ir -^ducts. 

0 You say manu-factured a r t i c l -^ . r : t h a t l end 

t h 'ms?lv-^. • •• . ' y j ' i " -• -* - >* he a n " t h i n c t h a t c o u l d 

' t r u c 

A Yes , s i r . 

3 Abou' wht*- • • - * • - of t - • • " uf ac tu r.---i 

goods ^ r a f f i c inbound to la dc you f e e l that 

t r u ck; ha-v : a y ? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W., WASHINGTON, D.C. 20001 (20^ 628-9300 
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81 35 

Id not know exactly th.- percen*at.e, 

would gues^ 50, 60 percent. 

Q Has there been ether t r a n s c o n t i n e n t a l t r a f f i ' -

inbou.id to d a l i f c r n i a where motor c a r r i e r s have made 
^̂ ^̂ ^̂ ^̂ ^̂^ 

i ^ 5 c r i n r o a d s i n t o the r a i l r o a d s ' sha re c f t r a f f i c ? 

A ""'et t h a t I ' m aware o f . 4 M P f e 

3 .Njw, S i . - , m l i n e 8 o f page 3 ycu r e f e r t o t h e 

r a i l r o a d response t c t he se i n r o a d s by motor c a r r i e r s , 

and you use th>_ t - c ".r.eet the c h a l l e n g e o f n o t o r 
•.hat. moan mje t- J. I r i -.. 1 . 

motor c a r r i e r s ? 

A Yes . 

Q I n compet ing a g a i n s t motor c a r r i e r - , f o r 

t r a f f i c moving t o and from C a l i f o r n i a , i s t;-.e t a r g e t a 

s i m l ^ t r u c k i n g .om r a gro-gp o f l a r g e truc)< - • 

coir pa.1 i e s ? 

A • ' t i s t h e motor c a r r i e r i n d u s t r y ac a w h o l e , 

no t any i n d i v i d u a l meter c a r r i e r . 

3 Okay. Do^s Union P a c i f i c t a r g e t t r u c k i n a 

companies t h a t have av-ra-j^- l e n g t h o f h a u l g r^a t^ r t than 

1,G00 m i l - ^ s , f o r example? 

A We d-.;n'': t a r a e t spec j - f i c a l l y i n t h a t f a s h i o n . 

Ve do t a r g e t ••he l o n g h a u l mo*:er c a r r i e r t r a f f i c , 

b.-:.c *>--'* ' ., more s u s c e p t i b l e t o r a i l c c m p e t i t i o n . 

3 Doer h'nicn P a c i f i c d i s t i n g u i :.--h i t cn 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W. WASHINGTON, D.C. 20001 (202) 628-9300 
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a g a i n s t t r u c K i m ccmpanies cn tho b a s i s o f whether th'^ 

t r u c k i n g companies are r e g u l a r r o u t e commen c a r r i e r s , 

i r r e g u l a r r o u t e common c a r r i e r s , exempt t r u c k e r s , o r 

t r u c k s r s i . . p r i v a t e f l e e t ? 

A No. 

Q Has Unicn P a c i f i c e x p e r i e n c e d g r e a t e r l e v e l o f 

c o m p e t i t i o n f r o m any one o f these groups t f t r u c k i n g 

companies t h a t I j u ' - t mentioned? 

A I would say t h a t t h o owner-opera t o r segme 

h?' p r o b a b l y te<?n one e f the ma jo r c o m p e t i t o r s , as has 

th'^' l o r e h a u l ove r the road motor c a r r i e r . 

Q What has made the owner-ope ra to r c a ma jo r 

c o m p e t i ' c e as d i s t i n c t f rom o t h e r t r u c k i n g ceirpari .es? 

A The f l e x i t i l i t y o f p r i c e t h a t t h e y ch= 

t h e i r -cverhead, t h e f a c t - * ' - ey ' re i n b u s i n e s s f c r 

th -^mss lves , -i-^d the t y p e c f i n v e s t m e n t , c a p i t a l 

i n v e s t m e n t , an-̂  tne marci-^-- t h a t ar-a a v a i l a t l f t o tn^m 

- . a t t h --- i r d i s c r e t i o n . 

3 So do th- ; n e r - o p e r a t o r s g e n e r a l l y chance 

lower --ates t h - n seme c f the o t h e r t r u c k i n c C O T - : 

a g a i n s t w-hich un ion P a c i f i c compe -

A I wculd say f o r the most n a - * , y-^s. 

Q , ^ ^ ^ h i c h t y p e s o f t r u c k s are the p r i m a r y 

c o m p e t i t o r s f o r p e r i s h t r a f f i c movir -

C a l i f o r n i a today? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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A I wculd say owner-operators tha t have 

mechanical r ee f e r t r a i l e r s . 

3 Okay. And why are they the i r l m a r y 

compet i t e r s ? 

A That has been one of the major segment* :̂ t ha t 

they have t a r g - t e d , i s the per i shable t r a f f i c . 

Q flHftii, I understand tha t they have ta rge ted 

t h a t , b u ^ i ^ Y hav? they been more - i i f f i c u l t compet i tors 

f c r Union F a c i f i c than other k inds of - -

A I n the pe r i shab le mai'.e-'' 

3 Yes, s i r . 

A Because ot the .-number of o wn-'i r-c pera t c r s i n 

t h a t p a r t i c u l a r m a r k e t , and t h e number of p i e c e s of 

eqiipm-'nt they have a v a i l a b l e , and th'> p r i c e s they 

ch a rge . 

3 Ycu would say t ! • ^re a l a r g e n; z^ 

owner-operators competing f c r p e r i s h a b l e t r a f f i c , w i t h 

q u i t ? .-I b i t of equipment a v a i l a b l e t o h a n f l e p e r i s h a b l e 

t . • ;. . z , IS t h a t r i g h t ? 

A W e l l , each o wne r - c - - - t c r does not have 

con Tuipment, but each • * ec ^ z-z z c own 

r i g and t r a i l e r . 

Q I understand th'*• , h u t i n the a-o t---'^ a t i s i ' 

your t esti'^ony *h3t t h e r e a' -je number o-*" 

owner-eperatore a v a i l a b l e ccmt f c r per 

L . ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. -VASHINGTON, D.C 20001 i202) 628-9300 
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t r a f f 1 C? 

A Yes. 

3 Which t y p e s of t r u c k s a re the p r i m a r y 

c o m p e t i t o r s f o r t r a n s c o n t i n e n t a l m a n u f a c t u r e d goo 

moving inbound to C a l i f o r n i a ? 

A Yost of t he major motor c a r e i e r s , such a.~ 

C o n s o l i d a t e d F r o i g h x w a y , Y^l .^- .w, Poacway, a ry ef the 

a a j o r motor c a r r i e r s , as w e l l as the o w r e r - o p e r a tc r s, 

o w n e r - o p e r a t o r s r e t u r n i i g t o t h e West C o a s t . 

3 Do t h « m a j o r motor c a r r i e r s t h a t you r e f e r r e d 

t o have averaae l e n g t h o t haul i n ixc^-ss o f 1,000 

mi les? 

A r am r o t c e r t a i n as tc t h e i r ave rag r l e n g t h e f 

h a u l . 

Q I n t - r m s o f the t r a f f i c t h a t y c c o r 

a o a i n s t th'-^>.i f o r p r i m a r i l y , i z i t g e n e r a l l y -ha : l y c e o f 

t r i f f i c , around 1, 000 m i l e er g;.'=ater i n d i s t a n - ' ^ ? 

A We cc:,ip--to w i t h meter c a r r i r - r s o r any I ' - ng th 

o f hau 1 . 

C S i r , about t w c - t h i r d s o f the way down nag. 

you r ' o r a i l m a r k - t i n g p lans t h a t i n v o l v e s h i p p e r 

ow: -p of ' • r a i l e r s i n r e t u r n f o r lower TCFC f r e i g h t 

r a t e s . "ha t type o f t r u c k i n g com panic - i e t h i s p l an 

A "̂ he 1-1 an ? t y p o o p t i o n . " h i s i s bas ic 

ALDER.<ON REPORTING COMPANY. INC. 

20 F ST . N.V , WASHINGTOi; O.C. 10001 (202) 628-9300 
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i regra .1 i n i t i a - ^ e d by 

•^mmw 
Fe where in th>y woul : 

prcvi1<^ » ramp to l a n p p r ^ c t and owners o f r e f r i g e r a t e d 

t r a i l e r s woul : ' pl-a:e -he r e f r i g e r a t e d t r a i l e r s on the 

r a i l f c r 2- te ranp ' " 'v - and they would s e l l 

th>- s ? : v i c o t c t h ^ con - • :. •^n'̂  t h e r a i l r o a d wcui:i move 

i t f r o r r a p c i n t , rcmp *.c ri.T.p p o i n t , say l i k e f i o " 

Fresno to C h i c i g o over 'h-^ r a : ] . e . .'-n-l t h a t v c u l d he 

t h - ^ i r s e r v i c e : : ; t i o n , ramp to rainp. 

3 D i d n ' t t he . shippers r e g u e s t t h i s e r t i o n sc 

t h - t t ney c o u l d have an a i d i t i o n a l o p t i o n t o '•.ruck 

s ' i r v i e c f c r f c : ( • ' : -"-^i-Ie - ' = . f f - ^ ' 

A Th'^' r a i l r o a d - , -..ca M c .:̂  11 y *hG '^ar*a F'--, 

i n i - ^ i - ' - o p t i o n ec *'.et JP c o u l - 1 , ' :1 

i . t r y coul ' -" , r -^capture •-rock t r a f f i . - t h a t 

on th - h i g h w a y . 

C ^.kay, r . i r . Now , i.c * y 

t r :e.- c o n r 

r--' . er r . n g n- c ' t r u e -; IP ' • we 

-' t o r c a: 

l i f o r n : : . 

an o 

1 1 , i t wa 

..ten - r a r: y 

3 o u t 

Nov, wh?t ahcu 

•<=>rvice or t he 

h i p p e r 3 f u r n i 

.UtERSON REPORTING COMPANY, INC. 
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t h e d r ayage on t h e i r own? Was t h i s p l a n diree-*.ed 

a c a i n s t s p e c i f i c t y p e s o f mot-- - - : -s? 

A Yes. 

3 What t yoes c f meter c a r r . - : • . - - i ^ n 

d i r e c t e d a g a i n - t ? 

A Her- a g a i n , i t ' s d i r e c t e d a g a i n s t • - t i r - 3 

a o t o r c a r r i e r i n d u s t r y or '•ho o w n e r - o p e r a t o r '--=•-!•'-n * . 

0 New, on pa at 3 ycu a l s o r--^ • - . > - - •• •• - t 

t h a t 3 one motor c a r r i e r s have t een .- . : .• : • r a ' l 

s e r v i c e the'^..-'^ I v e ^ . For t r a f f i c m o v i m -c ar,. 

a i l , h z .. c :; f n r i v c has 

A W e l l , as I s t ^ t f - i n r-,. - - - , r . 

t h e San*a ^= r * a t a a t h a t *he :''anta Fe has und^r c o n t r a c t 

s o m e 5 1 o t o r ^ a r r -: -- r - -.r' - - ' ^ r s t - . - - i n 

pu* t f f i c on t ' l i p ' . : : f o v e r 

Th- un i c n P a c i f i c l i k e w i s e has i n •-•:c ' -s c. 

c a r r i " ' r s who -ve c o n t r a c t u a l -irr,3r, J 

;1ny to use the r a i l 

s >- r v i e e . 

Q , o w - UC h c f t h e U r i o n P > -

1 .- - : t o r c a r r 1 -:-: 

A : - i s r e i n t i - . • . , I t -

=. i . : rox i m a t e l y *hr-2'-- percen* c i r t e * a l 

a ' - . • n n . 

C ' ow, to cc- - ' f i e t : 

ALDERSON REPORTING COMPANY INC. 
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a c t u a l l y has to compete a -1 i : -or c a m « r 

purchaser i t s e l f , doesn ' t i t , and convince the motor 

car r i -^r t h a t i t i s bet t t - r tc use r a i l TCFr sei^vic? than 

t c handle the f r e i g h t i t s e l f ? 

A Not n e c e s s a r i l y . What we have found in **-e 

r a i l i n d u s t r y i s t h a t the ~ * r c a r r i e r i n d u s t r y a-̂  a 

whole i s coming to us and s o l i c i t i n g us tc e s t a b l i s h a 

c o n t r a c t u a l arrangement f o r t h i s over the read s e r v i c e , 

IS thay found t t m o r - -̂ cc no mi c a l to 

u t i l l 7 - the r a i l "̂ F̂C cp* i c n . 

3 Put -• r a T - - -• ' -' = on ly handle-. • ' — • • • - - s 

as long • could o f f e r - C - - - L ra tes than truck •: 

an-̂  a l so reas-:nably as goo-' servica i s tr ' i i - : n . i t - : : , 

. v . - i » • • y - "> 

A Tha t ' s • i-;h* . 

3 A n d i f a r a i 1 r . ^ 11 ^ s 

aheve t r u c k c o e t s , t ' - - . - • - type of .o'old 

\ i l T --urn to the s, i s n * * 

r i --

t i: 

ce 

ow, :: 1 r , ^* t!-

, c 

V o f f r. 

:: £ 1 s t : 
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seaments; a s h i p p e r a s s o c i a t i o n which i s made up c f 

i n d u s t r i a l s h i p p e r s formed t o g e t h e r vO rece i^ 'e b e n e f i t s 

f r c m t h e i r c o m t i n i n g t h e i r t r a f f i c v o l u m e ; a s h i p p e r ' s 

ao'^nt, which i r an e n t i t y wh ich s o l i c i t s i n d i v i r u a l 

shipper*; t h a t r u t t h a t t r a f f i c on t h e r a i l r o a d ? and a 

f r - r i a h t f o r w a r d e r , which i s b a s i c a l l y an LTL 

c o n s o l i d a t c r and i s i n F a r t u c f t he ICC A c t . 

Thee - - o n s o l i d a t o r s b a s i c a l l y e n t e r i n t e 

volume c o n t r a c t s w i t h the r a i l r o a d s , s o l i c i t t r u c k 

t - a f f i c f r c m i n d u s t r i a l c o n c e r n s , and u t i l i z e the r a i l 

s e r v i c e s i n a ramp *c ranp moi . - . And they p r o v i d - thy. 

p ickup at t h e o r i g i n and d - l i v » r y a d e s t i n a - : . 

f u r n i - . h the c u r t c m o r w i t h one h i l l c f l a l i n g an i e re 

p r i ce. 

0 Pr ' a ho i s t h e c u s t o m e r ; 

A The customer can be anyon-a, any m a n u f a ' t u r e r 

c f goods. He can l e a per- " ". • ' • : r r e r cu t c f 

C a l i f o r n i a . Anyon- i ' . i t has a t r . s i l e r load o f L r - . ' f f i c . 

0 And h e ' s the a c t u a l p a r t y who i . ^ - t r y i n g to 

••• , • • • • -'rom 0 r i G1 n t e ^ "< 

A -•. , s i r . 

0 So the f r e i g h t e-nsolid.-i- .. i l l y aggregate 

t^- - - :̂ f various shippers and work with t r e 

"O ads .an ^ t r u c k :, tc 'ry t ge* ' -

the f r e i h t , i s *• hat 

ALDERSON REPORTING COMPANY INC, 

20 F ST., N.W., WASHINGTON. D C. 20001 (202) 628-9300 
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A Aggregate tho f r c ^ i o h t i s no t n e c - ^ s a r i l y 

c o r r e c t . Yost o f t h a t t r a f f i c i s f u l l t r u c k l o a d t c 

s t a r t w i t h . They d o n ' t c o n s o l i d a * - -rrriall sh ipmen t s to 

make — the p r i m a r y f u n c t i o n i s f u l l t r a i l e r l o a d l e t s , 

b u t o t h e r w i s e t h a t i s c o r r e c t . 

Q Now, . r e t u r n i n g t o ycu r sentence a t the t c p c f 

page U , what i r the g r e a t l y enhance l f l e x i b i l i t y *nat 

you ar*̂ ^ r e f e r r i n g t o i n t h i s pass::ge? 

A When the r a i l i r . f i r s t went i n t o t h i s 

b u s i n e s s p r o v i - ^ m g ramp t o ra,- , , -? had i t; 

r e s t r i c t i o n s ; two c r mere c o m r c d i t i e s , two t r a i l * ^ r 

s h i f t t e n d e r s , tha c o n s o l i d a t c r must owr. t h e : r a i l e r s 

and t h e f l a t c a r s , and i t was c a l l e d Flan U . Under th:? 

new c o n t r a c t u a l a r r a n - - - t s we a re d e a l i n g w i t h , no 

com mo l i t " m i x , s i n c l e t r a i l e r : " , and so they have 

compl f l e x i h i l i - " y on the commodity they - h i p and 

ther=» i s no m i x t u r e r e q u i r - ' m e n t s a n i ne ow-. - ~ ' i p 

r en u i r -fnif n t s . I hey can us • - * . . : . . * hey 

can have t h e i r own t r a i l e r . 3 , whatever r..-ogra"; s 

th- ' - i r s p e c i f i c needs . 

0 'lar, ^ht c- -or ' - compete f o r a " i 

handla any tyr- of commodity today? 

A Yes. 

0 Do f r e i g h t consclida t o r s ust- truck to 

r t so rr - . . .':ey ha ve? 

, • DERSON REPORTING COMPANY, INC. 

20 F ST.. N.W., -VASHINGTON, D.C. 20001 (202) 628-9300 
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A Some o f the c o n s c l i d a t o r s have t h e i r own t . .uck 

l i n e . Some have l o c a l d rayage f i r m s t h a t do the d rayage 

a t the end c r a t t h e b e g i n n i n g of a r a i l h a u l . Put 

t h ^ i r use of t r u s ^ i s e x t r e m e l y l i m i t e d , s i m p l y because , 

l i k e t h e motor c a r r i e r i n d u s t r y , the economics ar==n' t 

t h e r e . 

3 Do f r e i g h t c o n s e l I d a t o r s t h r e a t e n t c use 

t r u c k s when t h ^ y n e g o t i a t - ^ TCFC f r e i g h t r a t e s w i t h the 

Union P a c i f i c ? 

A No, ' h e y t h r ee t'->n t o use o tae i . r a i l 

compet i t i o r . 

3 Y o u ' r e no t awace o f any ins td '^ee wh'.^re a 

f r e i g h t c o n s o l i d a t c r has t h r e a t e n e d t c use t r u c k ? 

A N'o. 

3 Would you say t h a t a freigh'- c o n s o l i d a t c r that 

i s using r a i l TCFC servic-. - -:nd from C a l i f o r n i a tcday 

i s f u l l y competitive with t r u c k i n g companies, even '̂cr 

f u l l t r u c k l o a d f r e i g h t moving across the country? 

A They are more than competitive. 

Q :iow, " r . Shum, on page U you also s t a t e that 

TCFC marketing programs have broadened the avail a ' • 

an:f a t t r a c t i v e n e s s of TCFC to include o r i v a t e ^ l e e t 

shippers. What kinds of com--:.*:-- hipted hy p r i v a t e 

shippers have been a t t r a c t i v e to r a i l " ' ' -ompetition 

as a r e s u l t of the programs you descri'-e i n your 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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1 t e s t i m o n y ? 

2 A The p r i m a r y marke t w c u l d be the p e r i s h a b l e 

3 market c u t o f C a l i f o r n i a . These are a l l p r i v - ^ - e , 

^ r e f r i g e r a t o r t y p e t r a i l e r s , and t h e y ' r e used e x t e n s i v e l y 

5 f o r t h o p e r i s h a b l e sh ipmen t s t h a t move Plan 3 f r o m 

6 C a l i f o r n i a t o ••he F a s t , * ' i ". west and S o u t h . O the r than 

7 t h a t , many c o n s o l i d a t o r s purchase t h e i r own e q u i p m e n t , 

8 wh--:?re they may want U 5 - f o o t e q u i p m e n t , and the r a i l 

9 i n - ' u s t r y a l l o w s each o f them an a l l o w a n c e when t h e y use 

10 o t h e r than r a i l t r a i l e r s . So t h e r e i s some eccncmic 

11 b e n e f i t t o h a v i n g your own t r a i l e r s . 

12 3 Are t h e r e any o t h e r comraodi- ies t h a t r a i l TCFC 

13 s e r v i r e has a t T a e t e d away f r o m shipp--^rs whc v-wn t h e i r 

14 own eq uipr-- Ti * t h a t y o u ' r e awar^ o f 

15 A I d i d n ' t unde r - the q u e s t i o n . 

16 3 Are t h e r e any o t h e r commodi t i e s * -.t r a . ^ . . c ^ 

17 s e r v i c e has a t t r a c t e d away f ro r r shipp-^re whc •'-•-' - v n i m 

18 th^- ' ir cwn equir''^"^'^ t? 

19 A l>ttr.-;Cted aw - cm shipp'^r'-;? 

20 .3 W e l l , away f rom - - r i v a t e f i e - : t s h i p p e r : : , f c r 

21 ex.. 

22 A *ic, .as T unde r s t and the g u e s t i o n . 

23 0 Y o u ' r e r e a l l y net r e f c - r r i r . a to pr t'i>rh-* 

24 s h i F r ; r - e here i n T .C- , are ycu? ^QU 

25 r e f e r r i n g to r. . • . . ronsol . whc cwn t h e i r cwn 

ALDtRSON REPORTING COMPANY. INC 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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1 t r a i l e r s . You a r e n ' t r e f e r r i n g t e companies t h a t have 

2 t h e i r cwn t r u c k i n g s e r v i c e , i s t h a t r i g h t ? 

3 A Yes , I am r e f e r r i n g t o t h a t segment o f t h e 

c o n s o l i d a t o r m a r k e t . 

5 3 On page a you a l s o r<=fer to the Commissicn 

6 d e c i s i o n t h a t d e r e g u l a t e d p e r i s h a b l e t r a f f i c and 

7 TCFC/CCFC t r a f f i c . Are you aware t n a t t he p r i m a r y 

8 reason f o r der- g u l a t i n n TCFC t r a f f i c was t h a t t h i c 

9 t r a f f i c was f o u n d t c be h i g h l y c o m p e t i t i v e w i t h meter 

10 c a r r i a r s e r v i c e ? 

11 A Y e s . 

12 Q Would you agree tha*: t h i s t r a f f i c i s toda> 

13 s t i l l h i g h l y c o m p e t i t i v e w i t h motor c a r r i e r s e r v i c r ? 

14 A T would agree t h a t t h a t i s the case , hu* I 

15 would a l s o comment t h a t th.^re i s a unieua 

16 compet i t i v ener.s between t h e r a i l segment, and i n ny 

17 o p i n i o n l e r e g u l a t i o n was i n s t i t u t e d t o f o s t e r i n t e r - and 

18 i n t r a - c o m p e t i t i o n . 

19 0 You d o n ' t b e l i e v e t h a t TCFC r a t e s and s e r v i c e s 

20 s h o u l i he r e r e a u l ' ^ hy th*^ i r c , do you? 

21 A -ic, s i r . 

22 0 Why not? 

23 A Because i t has g i v e n us t he a b i l i t y t o eo^p-*" 

24 mor.= a f f e c t i v e l y f o r a l l segments o f t r a f f i c . 

25 f 3 And t h i s would t " compet'- a g a i n s t r o t o r 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W., WASHINGTON D C. 20001 (202) 628 9300 
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c a r r i e r s as w e l l as a g a i n s t o t h e r r a i l r c a ' * s who are 

p r o v i i i n a lOFC s e r v i c e ? 

A "."ha^'s t r u e . 

0 Now, s i n c e d e r e g u l a t i o n !ic > l o n g does i t t ake 

5 Dnicn F a c i f i c t o r e spond t o a t r u c k i n g company's r a t e 

6 changa on say canned gcods t r a f f i c moving f rom n o r ^ . i e r n 

' C a l i f o r n i a t o Chicago? 

8 A We d c n ' t respond t o those k i n d s o f chances , 

9 s imp ly because tha c o m p e t i t i o n t h a t i s more p r e v a l e n t i s 

'0 the r a i l segment , and we r e e l t h a t o u : t a i l TtFC r a t e s 

11 a r e ba low the- t r u c k r a ' e s t o c a y . So we would re"-

12 n e c e s s a r i l y make any a d j u o t m - n t i f t h e r e was an 

13 a d j u s t m e n t i n the t r u c k r a * e . 

14 3 Don '* you ge t we.^kly or r e g u l a r r e p o r t s on 

15 w l a t t h e t r u c k r a t e s a re f o r canned goods * r a f f i c f rom 

16 n o r ^ h a r n C a l i f o r n i a to Ch-Lcage, f o r example? 

17 ,» Yes , we m o n i t o r t n : c k mcve:n'-nts end t r u c k 

18 r a t e s e x t e n s i v e l y . 

19 3 How do ycu do t h a t ? ... i t cn a d a i l y bas i s? 

20 A Ko. Ve do i t i n a m u l t i t u d e cf ways. "e have 

21 a c- * . t i v e res-^arch s e c t i o n i n our m a r k e t i n g and 

22 sales d e p a r t m e n t . We have s^nt teams out on the highway 

23 te a s c e r t a i n a t v a r i o u s t r u c k <=tops what the commodity 

24 t h - . t ' s moving -.ni the p r i • ^ ' -:d so 

25 f o r t h . 
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1 And then we use a l l of the e x i s t i n g data t h a t 

2 i s a v a i l a b l e to anyone to mcnitor what cur competition 

3 i s . 

^ 3 Now, you say e x i s t i m data a v a i l a b l e t o 

5 anyone. I s t h i s checking d i r e c t l y w i t h shippers to seo 

6 what the truck rates are? 

7 A Yes, we do thac. 

8 3 Do you have a regular program t h a t does check 

9 on — 

10 A Z u i . : . T h a t ' i . p a r t o f the f u n c t i o n o f our 

11 s a l e s d e p a r t m e n t . 

12 Q And you d e s c r i b e d t h i s as an ex ' - v - r r e i r a r : ' 

'3 t h a t Union P a c i f i c h a s , i.e t h a t r i g h t ? 

14 A I would say i t ' s an e x t o n s i v - prcTtar , t 

15 every r a i l r o a d has . 

16 3 W e l l , why does Union P a c i f i c have t h i s 

17 e x t e n s i v e proara.-:! t o m c n i t o r tru'"'- ' - • ' ~s? 

IP A We n o t o n l y m o n i t o r t r u c k r a t e s , hut we 

19 m o n i t o r c o m p e t i t i v e r a i l r a t e s , t c unde r s t and whether 

20 w p ' r - i compet i -* IV and wher"^ we'r-a not c c m p e t i t i v e and t o 

21 un- 'e rs tand the m a r k e t p l a c e . 

2 Q Ckay, s i r . Put o e t t i n g hack *o i r . n , 

23 which i s r e a l l y f o c u s i n g on the t i m e o f c o n c u r r e n c o — 

24 I ' l l c ' - -n- ; - , t . How Ion- , t n e Union F a c i f i c 

25 t o get a r a t e c o n c u r r e n c e , t c put new r : i t . 

ALDERSON REPORTING COMPANY. INC. 
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cannei goods t r a f f i c f r o m s o u t h e r n C a l i f o r n i a t o 

Chicag c? 

A W e l l , i-i a i e d e r e g u l a t e d . "^here i s n ' t any 

c o n c u r r e n c o r e g u i r e d o t h e r ^han - - i f -e u.'̂ e t h e CSNW 

R a i l r o a d t c C h i c a g o , we c o u l d t e l e p h o n e t h e CCNW and do 

i t i n a m a t t e r of a i n u t e s . 

Q I s n ' t t h a t t h e way ycu n o r m a l l y compete f o r 

t r a f f i c from, n o r t h e r n C a l i f o r n i a to C h i c a g o , by u s i n g 

t h e C&NW? 

A Yes . 

Q I n f a c t , d o n ' t you use t h e CdNW f o r a l l o f 

your r a i l TOFC c o m p e t i t i o n c i * c f C a l i f c r n i a ' n a t goes 

o v e r t he Ch i c a ' ' o ' :cteway? 

A Tha*'.':- t r u e . 

0 Does the Unicn T'acific also have a rapid 

concurrence arrangement w i t h C c n r a i l f o r t r a f f i c moving 

to and from *- o r t h e a s f 

A T.ie procedure would te - would prehably 

wire our connecting railLOid:-3, whoever they may be, and 

asi f o r concurrence, and ':he time fra-^-^ involve.! wculr" 

vary wi t h the '-omplexity of t h ^ i n q u i r y , * - • V 

had to dc i n t e r n a l l y t c a f f e c t a concurrence er to 

understand whether or not they wanted to do t h a t . 

Q For r a i l TCFC f r e i g i i t r 

time u s u a l l y w i t h i n th-:. . ...̂  . , ? 

ALDERSON REPORTING COMPANY, INC. 
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A I would say r o t . a l w a y s , b u t I wou ld say i t 

would he w i t h i n a week or ten days maximum. 

3 You cay not a l w a y s , ^-zt i t i - - l l y w i t h i n 

the same b u s i n e s s d a y , i s n ' t i t ? 

A No. I t h i n k t h a t ' s t oo q u i c k t o make a va lue 

judgment i n t e r n a l . 

Q Okay, s i r . And you d o n ' t have any d i r e c t 

a u t o m a t i c c o n c u r r e n c e a r r a m e m e n t worVed o u t w i t h 

C o n r a i l on t r a f f i c moving ••o and f r c m the W o r t h e a - t ? 

A Vo, s i r . 

0 Did the exemption of TOFC/CCFC t r a f f i c 

increase the Union .c'^ a b i l i t y t c compete against 

truck t r a f f i c ? 

A Yes. 

3 Now, s i r , a t tne bo t iom o f page ^ of" your 

s t a t e m j u ^ ^ o u r e f e r t o the f a c t t h a t l a r g e v o , . 

eantboun ' l p e r i r - h a M e s , f o o f and wine s h i p m e n t s , and a l e c 

larg-^ volome.s o f westbound manufact r hav. 

a t t r a c t e d to r a i l T' •- . . - r v i c -^ . Has Hnion P a c i f i c ' -

TOF'" t r a f f i c volumes o f ea.-:tt^und r er .1 - ^ ' • , * • - â 

•„ . r. t!z i n c rea - -e? 

A ?Jo, s i r . 

0 Has Union F a c i f i c ' • - ̂ '̂ ^ volumes of 

westbound manufactured goods inc: 

A Yes. 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W, WASHINGTON, D.C iOOOt (202) 628-9300 
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8-! >-> 

^^^^ 

Q Py about what pe rcen tage has t h i s t r a f f i c 

i n c r e a s e d , say i n ihe past two years^^ 

A I would say fron, 10 t o 20 p e r c e n t . 

3 Has U n i - n P a ' - i f i e ga ined thi.--^ a d d i t i o n a l 

wescbonnd m a n u f a c t u r e d goods t r a f f i c f rom t r u c k s or f r o m 

o t h e r r a i l road s? 

A T would say f r o m b o t h , p r ima l i l y f r o m t ' r 

t L U c k i n i n d u s t r y , t u t t h e r e i s a lways t r a f f i c moving 

betw.?en t h e r a i l r o a d s . 

0 S i r , " F a i l w a y News" r e p o r t e d on recember i 2 t h , 

1S8U, t h a t I n i o n r ' ? c t f i c i s p u r c h - . r l m 25C r e f r i g e r 

t r i l e r s f o r u . e i n n o r t h e r n " a l i f c r n i a , amen" o t h " 

p l a c e s . Were you aw3;e c f t h a t program? 

A ^es . 

3 DOGS Union P a c i f i c expect t o c a r r y produce m 

these t r a i l e r s ? 

A Y J S . 

Q Whor.-.- would t h i i o n a l produce t r a f f i c 

corvf-- ' r o m ^ t r u c k s or o t h e r r ^ i l r o a i s ? 

\lo f<i.el i t w i l l r r i m a r i l y - o r e f r c m t r u e i : s . 

3 A.id what i s th»:- why Uni jn ?a- ,-

p u r c h a s i n g t h e 250 n^w • t r a i l -

A We're p u r t - h ^ - i n g i t t o be a b l e t o handi^e som^ 

r • • 

0 W o - j l d s o m e o f ^ 

ALDERSON RBf-ORTING COMPANY, !HC. 

2C F ST, N.W WASHlNGTC V D C. 20001 (202) 628 9300 

I 

I I 



81 

• 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

o r i a i n a t e i n t he San Joaqu in V a l l e y ? 

A Yes, I wcu ld t h i n r s c , yr^s. 

0 Now, s i r , you s ta^e a t the t o p o f page 'J t h - * 

on*' of the reasons f c r the g rowth o f SP and Santa Fe 

TCFC s o r v i c e has been " a g g r e s s i v e m a r k e t i n g . " Has t h i s 

a g g r e s s i v e 7..-- ^* ing i n c l u d e d p r i c e r e d u c t i o n ? t o mee-

c o m p e t i t i o n f r c m t r u c k s ? 

A I n what segment c f t he b u s i n e s s , t he TC^r? 

3 Yes , the r a i l TOFC b u s i n e s s , yes . 

A Yes. 

3 Has not t h i s a g g r e s s i v e mark*-'ting i n * a c t 1?-' 

t o low p r o f i t a b i l i t y f c r t r a n s c c n - r a i l TCFC 

tra f f i c'> 

A I havo no way o f knowing what t h e 

p r o f i t a b i l i t y ^s en t h t "Southern P a c i f i c c r Santa F •=. 

3 W e l l , would you .say tha* zh > p r o f i t a b i l i t y f o r 

Uni-.n i ^ a c i t i c ' s r a i l TCFC t r a f f i - - moving 

t r;̂ . nsr on t i ner ta 1 l y i s - than f o r most o f the 

commo- l i t i e s handled by *h- Unicn - ' i c P a i l r o : i d ' ' 

A I would .<̂ ay g e n e r ^ ' ' = - -^'-v-- ; <- •--">-: 

v o l u m e , low p r o f i t bOiL-.: 

3 And i s one o f th'^ reasons why i * ' s a lew 

p r e f i t business th".; nee", t e c: 

c - . r f r e i g h when yoi; 

a .7 -a i n r t motor 

•-ianlli .- :g r e i i 

ALDERSON REPORTING COMPANY INC. 

20 F ST.. N W. WASHINGTON, D C. 20001 (202) 628-9300 
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1 A I f e e l * hat i s one segment o f t h e p r o b l e m . 

2 The o t h e r i s the i n t e n s e r a i l c o m p e t i t i o n i n '^'CFC. 

3 0 Now, s i r , a t the bo t tom o f page 6 you s t a t e 

* t h a t TCFC s e r v i c e a l l o w s r a i l r o a d s t o reach s h i p p e r s who 

5 a re = » x c l u s i v e l y s e r v e d by t r a c k a g e of o t h e r r a i l r o a d s . 

8 Would one example o f t h a t typ^^ c f phenomenon be Unicn 

f P a c i f i c ' s r a i l TCFC s e r v i c e to s h i p p e r s l o c a t e d i n and 

8 around S a l i n a s , C a l i f o r n i a ? 

9 A No . 

10 3 D o e s n ' t Union P a c i f i c compete f o r t h a t 

11 p e r i s n - . b l e b u s i n e s s o r i g i n a t i n g around S a l i n a s , 

12 C a l i f o r n i a , t h r o u g h i t s ramp a t Oakland? 

13 A We endeavor t o compe*e f o r th= per_ - • : l e 

14 t r a f f i c o u t of t h e r e , excep t t h a t we h a n d l e d , I would 

15 s a y , 2 00 t r a i l e r s or l e s s • l a s t y^ar,. s i m p l y becau:-=:e 

16 we are unable t o c . . i ipe te c u t c f t h e S a l i n a s V a l l e y cn 

I ' ' t h a t t y p e o^ t r a f f i c . 

18 3 So you were o n l y a b l ^ t c : ' le 200 t r a i l e r s , 

19 b u t you Were a b l e t o ge t seme share o f t h a t na rke* o f 

20 t h e S a l i n a s t r a f f i c , r i g h * ? 

21 A '.'hen you look 0 , 0 0 0 , i * 

22 n e c e s s a r i l y a l i o n ' s s h a r e . 

23 Q Would you say t h a t t h e r a t - ' s e r v i c e s 

24 o f f e r e d by Unicn P a c i f i c e f f e c t e d '^ou*hern P a c i f i c ' e 

25 ra*:es - s o r v ^ c e c u t of S =>linas? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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A I d o n ' t see how i t c c u l a . 

3 Does Union P a c i f i c - - how f a r i s i t f r o m Union 

P a c i f i c ' s ramp at Oakland *-c S a l i n a s , C a l i f c r n i a ? 

A I ' m n o t e x a c t l y c e r t a i n o f the d i s t a n c e . 

0 Would i t be sbout 110 m i l e s , someth ing l i k e 

t h a t ? 

A I t h i n k i t ' s i n t h a t n e i g h b o r h o o d , y e s . 

Q Are you aware o f whather Santa Fe compe-*es by 

i t s r i m p i n Caifland to t r y to hand le p e r i s h a b l e t r a f f i c 

o r i g i n a t i n g i n the S a l i n a s V a l l e y ? 

A I would t h i n k t h e y would u s e , p o s s i b l y use 

Fresno , r a t h e r t han - -

Q ' ' e l l , i f i n f a c t Santa Fe competes f o r t h a t 

t r a f f i c v i a t ' - ' ' a k l a n d ramp, would i t a l s o be a f f e c t i n g 

r a t e s and s e r v i c e o f Southern P a c i f i c ? 

" B . ^CACH* I t h i n k I ' m g o i n g t o o b j e c t t o 

t h _ t q u e s t i o n . 'v. a l r e a d y o a i d he d o e s n ' t agroo wi*h 

t he a s ^-unr t i o n , so I d o n ' t see how he can cc 

r.? a WILSON; I ' m a s k i n g a h y p o t h e t i c a l . 

JUDGF I ' O F K ' I N S ; F O ' S a s k i n g a h y r o t h e t i c a l 

new, 

THF WITVESSi What as t h e q u e s t i o n ? 

py ' ' F . WILSON'i (Pesuming) 

3 I f i n f i c - ^ Santa Fe competes f o r t h a t t r a f f : -

f r c m t h e S a l i n a s V a l l e y v i a i t s Oakland ramp, w o u l ^ t h a t 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N,W,. WASHINGTON, D C. 20001 (202) 628-9300 
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81=̂ 5 

' o c p e t i t i o n from Santa Fe a f f e c t the current rates and 

ser v i c e Southern P a c i f i c i s o f f e r i n g to Salinas Valley 

shippe rs? 

JUDGE HOPKINS; I f ycu have an o p i n i o n . 

THE WITNFSS: I don't have an opinion. 

BY Yî a WIlSORi (Resuming) 

3 S i r , Unicn P a c i f i c also competes f o r '̂ CFC 

t r a f f i c o r i g i n a t i n g on the Union P a c i f i c system at 

fc d e s t c , C a l i f o r n i a , does i t not? 

h Yes. 

0 And the way i t competes i s through a 

s u b s t i t u t e d service ar r3ng---rr,en t , i s t h a t r i g h t ? 

A Yes. 

Could you describe b r i e f l y what t h a t 

s u b s t i t u t e d service arrangement i s ou* of hcdertc? 

A We would hav€ what they c a l l a paper ramp or a 

ramp wher? we would drop t r a i l e r s and then pick i t up 

and dray i t back to a railhead where we have a ramp. 

3 Under t h a t type of s e r v i c e . Union F a c i f i c i s 

responsible f o r the t r a n s p o r t a t i o n tr and fror^ ''cdesto 

an' r?ceiv-as p-syment f o r the f r e i g h t movement to and 

from Hodesto, i s n ' t t h a t r i g h t ? 

A Yes. 

3 Vow, s i r , how f a r i s Fresno, C a l i f o r n i a , from 

.""deste, do you knew? 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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1 A I'm not c e r t a i n of the mileaae 

2 0 Would i t be about 90 miles, do you t*^ink? 

3 A I would say t h a t , yes, 

4 3 And would Fresno be about 120 miles from 

5 Stockton? 

6 A Yes, I th i n k so. 

7 Q Union P a c i f i c does have a r a i l operating ramp 

8 a t Stockton, C a l i f o r n i a , does i t not? 

9 A Yes. 

10 Q N o i , s t i l l f r r u . - i n g cn Unicn P a c i f i c ' s T F C 

11 t r a f f i c , f o r t r a f f i c c o m p e t i t i o n movir.a f r o m p o i n t s 
I 

12 served e x c l u s i v e l y by ano the r r a i l r o a d , can ycu t h i n k e f 

13 an example where Union P a c i f i c i s usin^- I'-FC s e r v i c e t o 

1* compe* ••• f o r t r a f f i c moving f r o m p o i n t s cerved 

15 e x c l u s i v e l y by a n o t h e r r a i l r o a d ? 

16 A What you are s a y i n g i n t h a t i n s t a n c e , t ake a 

17 c i t y such as Oakland c*- Los A n g e l e s , where the '^cuthern 

18 P a c i f i c o r Santa F̂ -- or P u r l i n o t c n Nor*hern or Union 

19 P a c i f i c se rves a cus tomer wi*h an i n d u . ' : t r i a i park c r 

20 e x c l u s i v e l y do.:s t h e s w i t c h i n g f o r t h a t p a r t i c u l a r 
21 cu:~: t o n e r i n boxcar s e r v i c e . 

22 TOFC, j u s t l i k e t r u c k , can move i n t o t h a t 

23 p a r t i c u l a r i n d u s t r y on r u b b e r , back uu t o t h e dock , n u l l 

24 th-^ t r a f f i c back t o a ramp i n the c i t y , and move i t ev^r 

25 t h e r a i l r o a d , w h e r e i n they c o u l d no t -"c t^.at w i t h *>-.? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST. N.W., WASHINGTON, O.C. 2J001 (2021 628-9300 
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1 boxca r . 

2 0 Ckay. Ycu mentioned Los Angeles. S i r , does 

3 Union "aci^'ic compete f o r t r a f f i c o r i c i n a t i n g or 

te r m i n a t i n g at San Dieoo froti i t s TOFC ramp i n Los 

5 Angeles? 

6 A No. 

7 0 Are you aware t h a t Santa Fe compeltes f o r 

8 t r a f f i c o r i g i n a t i n g or term i n a t i n g at San Dieoo through 

9 i t s Los Angele.'- TOFC ramp? 

10 A Yes. 

11 3 About how f a r i s i t from Los Angeles t o San 

12 Diego, s i r ? 

13 A I t ' s over 100 m i l e s . 

14 7 AL'out 120 m i l e s , would you say? 

15 A Yes, 

16 3 I n Union P a c i f i c ' s o c p o s i t i o n r ^ i l t r a f f i c 

I ' ' d i v e r s i o n s t u d y , Unicn l - a c i f i c assumed t h a t a r a i l TCFC 

18 ramp was c o m p e t i t i v e w i t h the rainp o f a n o t h e r r a i l r c a d 

19 i f t h a t o t h e r r a i l r o a d was w i t h i n 120 m i l e s . Does t h a t 

20 s.-'-m l i k e a r ea sonab le g e n e r a l assump* icn to y o u ' 

?' A ' i o , i . t seems l i k e t h a t would te t oo f a r t o 

22 c o m pe t e . 

23 3 Did you c o n s u l t w i t h the people w o r k i n g cn t h e 

24 o p p o s i t i o n r a i l t r a f f i c d i v e r s i o n / about -

25 assump t i o n ? 

ALDERSON kEPORTING COMPANY, INC 

20 F ST. N.W. WASHINGTON, D.C. 20001 (202) 628-0300 
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1 A No, not s p e c i f i c a l l y . 

2 Q Union P a c i f i c TGFC se rv ice from Modesto tcday 

3 competes f o r and handles per ishable shipments t h a t 

* o r i g i n a t e a t Fresno, C a l i f o r n i a , i s n ' t t h a t r i g h t ? 

5 A Say tha t aga in . 

6 3 Unicn P a c i f i c ' s TOFC se rv ice from *odesto 

7 competes f o r and handles some per ishable t r a f f i c tha* 

8 o r i g i n a t e s a c t u a l l y a t Fresno, C a l i f o r n i a , i s n ' t t ha t 

9 r i g h t ? 

10 T^o, I ' m t i c ^ t a w ^ r e o f t h c i t , no. 

11 3 Are you aware of whsre the per ishables t r a f f i c 

12 ccmes frcm the t i s t rough t to Union F a c i f i c at Y c i ^ s t o , 

13 C a l i f c r n i a ? 

14 A W e l l , i t can o r i o i n a t e i n a m u l t i t u d e cf 

15 p laces . But you ' r e r e s t r i c t e d as t o the d e s t i n a t i o n 

16 because of the economics of the drayage cos t and the 

17 1 a b i l i t y to serve once ycu get away from your ramp. 
i 

'3 3 Yes, ....r . W e l l , the per i shables t r a f f i c from 

19 Ycdestc probably comes from the crowing area around 

20 Modesto, C a l i f o r n i a , i s n ' t tha t r i g h t ? 

21 A Ye:?. 

22 Q And you are not aware s p e c i f i c a l l y ef where, 

23 bu-': f rom t h a t oeneral f a c i l i t y , i s n ' t that r i a h t ? 

24 A Yes. We wculd not go down 120 -ril^-r. I* ^'izt 

25 wouldn ' t be f e a s i b l e . 

ALDERSON REPORTING COMPAN'C, INC. 

20 F ST.. N.W., WASHINGTON, O.C. 20001 (202) 628-9300 
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0 F i -7h t . '.'OW, th : e r s - - w o u l d 

you agree t h a t some of the p e r i s h a b l e s s h i p p e r s t r 3 t you 

do w i l d up c o n v i n c i n g t o s h i p on t h e Union F a c i f i c a t 

" c d ^ F t c a l s o have a ehc i ce c f i n s t e a d h a u l i n g t h e i r 

p e r i s h a b l e t r a ' ^ f i c down t o Fresno and u s i n g tne service--, 

s ay , on t h e Sa'-*a Fe today? 

A I would say they have t h a t c p t i o : : i f th-c-

want . 

3 Sc t h e r e i s some d i r e c t c o m p - e t i t i c n between 

Union P a c i f i c '̂ CFC - s e r v i c - an-! -a nta T'̂ '̂ C - e r v i c ^ ^ ^ H L * 

t h i s p '^rishabl--- t r a f f i c t o d a y , i s n ' * *hdt r i n h t ? 

A Vot r e a l l y . There i s n ' t any c o - ^ p e t i t i o n 

betwee" • - * i Fe and t h e Union P a c i f i c cn p e r i s h a b l e 

t r a f f i c , because we are j u s t ne t a b l " to c c i r p - t e f c r 

t h a t t r a f f i c . 

Q C o u l i you d e s c r i b e t h e Union P a c i f i c ' s 

m a r k e t i n g a r r a : : n t s t o compete *^cr p e r i s h a b l e t r a f f i c 

i n C a l i f o r n i a ? 

A B a s i c a l l y , we hav : * - ro - - : r 

the l a s t s e v e r c l y e a r s , but w= hava j u s t n e t been 

succas s f u l . 

0 W e l l , I ' m i n t e r e s t e d i n *hf-- - t 

you h a v e . VJhat are the p l a n s yeu hav--- used t c rcinpe' 

A V e i l , we have u j e d - - wo ha\-e t r i - ^ d *- - - n 

v a r i o u - e r a t o r s 

. c t 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON D.C. 20001 (202) 628-9300 
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arrangement wi*h them s i m i l a r tc the '- inta Fe, hav? 

been unsuccessfu l i n i c i n a t h a t . 

0 Have you worke-i wi th sc c i f i c Plan 3 

opera tc rs on ycur own? 

A Pre t ty much a l l o f the major Plan 3 opera tors 

have teen contacted by Union ^ ' a c i f i c . 

3 You're not aware of any spec ia l prorra-T er a.'.y 

s p e c i a l Plan 3 type cf ar r a rg •" en t? 

A K o . 

ALDERSON REPORTING COMPANY, INC 
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L o o k i n g at your e t a ' e m e n t f i v e l i n e s f r o m the 

bot tom o f page 6 , i s i t c o r r e c t t h a t the reason ycu us-; 

t h r t ? r m " c a p t i v e " i n q u o t a t i o n n a r k s i s t h a t *'':- "ac* 

t ha^ such t r a f f i c r e a l l y i s n ' t c a p t i v e , but i t i s open 

t o c o m p e t i t i o n by o t h e r r a i l r o a d s t h r o u g h r a i l TCFC 

s e r v i c e ? 

A As I mention'=-d h - f c r - , any i n d u s t r y *^a-. i s 

s e r v e ! by a r a i l t h a t i s boxca r c a p t i v e i s not c a p t i v e 

i n s c f a ' as TOFC s e r v i c e i s c c n c e r ^ a d . 

3 Okdy, ">JW, s i r , wh'-n a r a i l r c a d r e l i e s on 

TOFC s e r v i c e t o compete.- f c r t r a f f i c moving "rem a p c i n t 

on ano ther r a i l r o a d , i t must r e l y on t r u c k s t o h a u l tho 

f r e i a h t f r c m the a c t u a l o r i g i n cv- • * :-. ramp; 

i s n ' t t h a t r i g h t ? 

A Yes. Ŵ  use o i t n e r cur cwn i r . -house dc iyaga 

company or a l o c a l d rayage c-cTpany t o ."cv t ' e r a i l 

t r a i l - a r f r o m th e u,-3to pt-i * s p l ace c f ' r u s i . * the 

r a i l - ' d . 

The euj-tCTc-r i n - c r^ : - h i e cwn 

equ ipm e n t . 

C Hav-' you fou; .d t h a t Union P a c i f i c - ' - * • • -k i n-

company has givcc-n you v-ir. tag-r i n c c m p o t i n c , 

c . . . , t h e r t "F aniee ? 

A ' ^ o . 

3 Now, ^cn ' t * ' • t h i s • ' • c 
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t o and f r c m th^^ TOFC ramp l e a r n t h e a c t u a l o r i g i n and 

d e s t i n a t i o n of the movement and ha"" ' i - e c t ccn*-acts 

w i t h t h e sh.. . or t h e r e c e i v e r s o f ihe gcods? 

A I n some i n s t a n c f - - , y e s . 

3 W e l l , d o e s n ' t t h i s h e l p t r u c k i n a companies t o 

c o n v e r t t h i s t r a f f i c t c d i r e c t t r u c k *:^ul T,-ve-,t»n c? 

A No. Y o u ' r e not d e a l i n g w i t h t r a n s c o n t i n e n t a l 

motcr c a r r i e r s i n t h i s s eg ren t of the b u s i n e s s . Ycu a r e 

d e ^ l i n a w i t h l o c a l drayage- companies o r i n - h o u s e meter 

c a r r i e r s t h a t s p e c i a l i z e i n t ^ - - t t y p e o p e r a t i o n . 

3 OVay, s i r . W e l l , t h a t i . '^ one t y p o c f 

compr-t i t i e r ^ b u t • ' - r s i t u a t i o n s , a r e n ' t 

t h e r e , wh-re you a;e d e a l i n g w i t h t r u c k i n g coir.psnies 

t h a t c o u l d hav^ l i n f - h a o l e e r v i c e ? 

A There may t " som-:- i n • -s , bu ' i t wcu ld 

h i g h l y l i m i t e d . 

3 How, at t he l o t - - ' - • , yeu s t a t e t n a t : 

"P- r e g u l a t i o n has enabled r a i l t o o f f e r r 

' - - : - . " For T^FC t r a f f i " , how pervam.--^ • - *• 

Ti--'. uct i c r 

A 

o V.-: r . w h e n w w >. . . , , . 

ing ra-i i e n t e . sold pri-- , - - ' • - - ̂ n t . 

And thoEo I ids th a t f.'ovi : .-̂-d *hf-

...-.: -. service gen • , 
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t he marke t snare moving T'IFC. 

Put w i t h d e r e g u l a t i o n , we saw a a r e a F 

C a r r i a r s who l i d not .h.ave ^ gr .^dt - lea l of market share-

buy i n t o t h e t - a f f i c . An'' we saw p r i c e s on i n t e rm od a l ^ f ( ( f | 

o p t i o n s s e v e r e l y c u r t a i l e d and reduced as a r e s u l t c f 

d e . - e g a l a t i o n . 

And so we saw : , . e c o m p e t i t i o n hotween th*» 

r a i l nodes t o c a p t u r e t r a f f i c under d e r e g u l a t i o n t ^ a t 

thi-y c c u l d n ' t c a p t u r e when th - p r i ' - e was * h . uni^- . 

r egu la t i o n . 

3 W o l l , t h i s i n t e n : e c o m p e t i t i o n was t o c a p t u r e 

TCFC t r a f f i c f r o m w h j * f - \ e r s o u r c e , e i t h e r oth-^r 

r a i l r o a l s cr f r o m motcr c e i m e r s ; i s n ' t t h a t r i ; ; . ' ' ' 

^jjMML ""hat ' s c o r r e c t . 

^ I j H H k p w , my q u e s t i o n - - get ' - . ing back •o i t - - i s 

how . . c i v e havo these ra • r e d u c t i o n s i>een? Did they 

a f f e c t the e . : t :* ' - rcr^- f ""'•.'''• "^"^ 

t , would you say? 

A Yes . Pnd I wd. 

go Lac'"' * y ; • T ' -i • ' / n r ' •.; ̂  > : * 

n t i a l pe rcen tages o i inc 

about ^".r t h e SP . 1 

i ' -••--:-a c o m p e t i t i c n . 

0 In c t h e i ' 

. C ' l ] I t s c 
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ra t e reductions from TCFC t r a f f i c ; i s tha t r i g h t ? 

A That's c o r r e c t . 

3 Now, about what percentage en a constant 

d o l l a r basis have r a i l TOFC r:tes f a l l e n since TOFC 

t r a f f i c was deregulated xn 1981 wouli ycu say? 

A I could not say i n constan* d o l l a r s . 

Q Would you agree that i t ' s b^en f a i r l y 

s i g n i f l e a n t ? 

A Yes. 

0 Now, l r . Shum, what impact has motor c a r r i e r 

d e r e g u l a t i o n had on TCFC r a t e s would you say? 

A I d o n ' t t h i n k i t ' s had a m . j c r e f f e c t . 

3 Hasn ' t -:;otor c a r r i e r d e r e g u l a t i o n r e s u l t e d i n 

a l o t o f d i s c o u n t i n g by t r u c k i n g companies? 

A Yes, extens ive- d i s c o u n t i n g , but p r i m a r i l y i n 

th '^ L I L segment o f t h e i r i n d u s t r y . 

Q W e l l , h a s n ' t t h i s d i s c o u n t i n a i n t h - LTL 

sonment a f f e c t ' : d r a i l "^TC f r e i g h t r * es f o r I T L f r e i g h t 

t h a t has t o be c o n s o l i d a t e d by t h i r d p a r t i e s b e f o r e i t 

i s handled by r a i l r a t e s? 

A W e l l , as T r , . ^n t i cne i f e f c r e , ba ly * h i r d 

p a r t i e s do r o t c o n s o l i d a t e the f r e i g h * . ' n d W'̂  l c net 

h^nd l? an ar- amount o f t he LTL s i d e of t he 

houE^. Sc t h a t c o r . p e t i t i .: not a f f e c t e d u s . 

Q 'v'hen you say " w e , " a r e you r e f e r r i n o j u s t to 

ALDERSON REPORTING COMPANY IMC. 
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Union P a c i f i c ? 

A Nc. I am b r o a d e n i n g t h a t o u t t c i n c l u d e the 

r a i l i n d u s t r y i n j e n e r a l . ?1y p e r c e p t i o n i s t h a t i t has 

n o t . 

.^m^um^^mL yo^xr u n d e r s t a n d i n g t h a t Santa Fe d o e s n ' t 

handle H ^ H f e r e c i a b l e amount o f LTL f r e i g h t m o v i n c , s a y , 

t o ani f r o m C a l i f c r n i a ? I s t h a t r i g h t ? 

A T h a t ' s c o r r e c t . Fxcept f o r the ^ r e l g h t 

f o r w a r d e r i n d u - t r y which we a l l h a n i l j . 

3 F i g h t . W e l l , t h a t ' s what I was t a l k i n g a b o u t , 

j ' j E t so we are on the same w a v e l e n o t h . 

Now, h a s n ' t the f r e i g h t f o r w a r d e r t ype 

c o m p e t i t i c n and t h e r a t e s necessary t o move t h a t . , . •: 

f o r w a r d e r b u s i n e s s been a f f e c t e d by the s u b s t a n t i a l 

d i s c o u n t i n g of t r - j CK r a t e s t h a t has f o l l o w e d 

d e r e c u I d t i c n ? That i s r e a l l y my q u e s t i o n . 

A The f r e i g h t f o r w a r d e r i n d u s t r y as a whole has 

h->d a f l a t t r ^ n d l i n e f o r t h e l a s t decade. They h a v e n ' t 

r e a l l y improvc-d t h e i r p o s t u r e b e f o r e d e r e g u l a t i o n . And 

many o f t h e f r - i g h t f o r w a r i e r s have formed o t h o r 

d i v i s i c n s , sh.ipper agen t s o r t r u c k i n g d i v i s i o n s , tc n'ore 

e f f e c t i v e l y corrpete w i t h the t r u c k i n g i n d u s t r y . 

Put i t r e a l l y h a s n ' t a f f e c t e d the r a i l 

compet i t i o n . 

3 You ^ o n ' t t h i n k ẑ .-̂ .z the t r u c k i n g company 
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n 1 d i s c o u n t i n g has a f f e c t e d f r e i g h t r a t e s f o r f r e i g h t 

2 f o r w a r d e r t y p e t r a f f i c ? 

3 A I t c r t a i n l y h a s a f f e c t e d t h e f r e i a h t 

* f o r w a r d e r r a t e s t r u c t u r e . I t has n o t a f f e c t e d t h e r a i l 

5 S t r u c t u r e . 

6 0 How hss i t a f f e c t e d the f r e i g h t f o r w a r d e r ra*e 

7 s t r u c t u r e ? 

8 A I n my o p i n i o n t h e y must be c o m p e t i t i v e i n th 

9 m a r k e t p l a c e . 

10 3 So i t has caused t h ^ i r r a t e s to f a l l ; i s t h a t 

11 r i g h t ? 

'2 A T h a t ' s c o r r e c t . 

13 Q Now, at t h e bot tom o f paae 7 , yeu s t a t e t h ^ t 

14 r a i l TCFC r a t e s f o r l o n g d i s t a n c e movements are 

15 s i g n i f i c a n t l y below t r u c k r a t e s . 

16 I s n ' t t h i s r a t e d i f f e r e n t i a l i.a f a c t demanded 

17 l y the marke tp l ace i n e : ; i . r f o r r a i l r o a d s t o h a n d l e a 

18 p o r t i o n of the TOFC t r a f f i c ? 

19 A I t h i n k t h a t ' s g e n e r a l l y t r u e . 

20 3 Tn f a c t , i s n ' t -i reason f o r the r a t e 

21 d i f f e r •=nti a l , to oome e x t - n * , * he .. -^rvice ad-iantages 

22 t h a t r a i l r o a d s have i n t e rms o f t r a n s i t t i m e c r 

23 I f r - i q u a n c y of d e p a r t u r e s o r s e r v i c e r e l i a b i l i t y i n son.e 

24 cases? 

25 A Yes, i n some i n s t a'-'c--" .̂ 
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0 Would you say a n o t h e r reason f o r the r a t e 

d i f f e r e n c e m i g h t bo t h e two h a n d l i n g s t h a t have t o occur 

on the r a i l TOFC move a t the o r i g i n and t h e d t . ^ t i n a t i o n 

end f o r t h e r a i l r o a d , as opposed t o a d i r e c t t r u c k 

h a n d l i n g o f th-f f r e i g h t door t o door? 

A That would depend on i n d i v i d u a l c i r c u m s t a n c e s 

and where the u l t i m a t e d e s t i n a t i o n was i n r e l a t i o n s h i p 

t o the r a i l ramp. 

3 W e l l , f r o m r o a d i n g your *• oot no te on page 7 , 

g e t t h e i m p r e s s i o n t h a t when y o u ' r e c o r r a r i n g r a f o r i n 

y o u r t e x t , you are compar ing a ramp- te - ramp r a i l r a t e 

w i t h a d o o r - t o - d o o r t r u c k r a t e . I s t h a t r i g h t ? 

A Not n e c e s s a r i l y . For r a i l TCFC tc be 

compet i t i v - - i t n u s t be co:.i c ^ t i t i v e cn a d o o r - t o - ' ^ o o r 

b a s i s , b o t h i n p r i c e , s e r v i c e , and th<- c p t i c n s , t h t 

v a r i o u s o p t i o n s t h a t may f-:- r t ?qui red by t h e u l t i m a t e 

c o n su m e r . 

'̂ 'o whil*-^ t h e r e i s sc-e s e r v i c e advantage i n 

c e r t a i n i n s t a n c e s t o t r u c k , they c e r t a i n l y have more 

f l e x i b i l i t y i n some i n s t a n c e s . When ycu are d e a l i n g i n 

tn l o n g h a u l * r ,-i n s con t inen t a l : ^ a r k p t , tho t r u c k / r a i l 

c o m b i n a t i o n xs more than comp-^'t i t i v e i n b o t h s e r v i c e and 

p r i c e . 

3 W e l l , when ycu a re s t a t i n g , t h e n , t h a t 

TCFC/COFC r a t e s a ro s i g n i f i c a n t l y below motcr c a r r i e r 

ALDERSON REPORTING COMPANY. INC. 
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m 

1 r a t e s , you a re not r e f e r r i n g *o ramp--Lo-ramp r a t e s ? 

2 A I ' m r e f e r r i n g n o t o n l y t o r amp- to - ramp r a t e s , 

3 bu t t o the t o t a l r a t e as w e l l . 

4 Q Now, s i r , a t t h e bot tom o f page 8 , you s* *e 

5 t h a t c o n t i n u i n g improvements i n c o s t e f f i c i e n c y anc 

8 s e r v i r e q u a l i t y have made r a i l TOFC s e r v i c e t he 

7 p r e f e r r e d o p t i o n f o r i n c r e a s i n g numbers o f s h i p p e r s . 

8 Y o u ' r e n o t s a y i n g , a re y o u , t h a t because r a i l 

9 TOFC s e r v i c e i s t h e p r e f e r r e d o p t i o n , t h a t t r u c k s d c n ' t 

10 aloC 0 '"f - - ccr-^v- t i t i v - : c p t i c n s f c r r--^.'! "̂ OFC c h i t r s r s ' ' 

11 A I ' m n o t s a y i n g t h a t t h e r e i s an e x c l u s i v i t y , 

12 bu t t h a t t he equipment i n n o v a t i o n s and o t h e r s a re i r ak ina 

13 the TOFC o p t i o n i n c r e a s i n g l y v i a b l e i n t h e m a r k e t p l a c e . 

14 3 Would you say t h a i t hese equipm^-nt i n n o v a t i o n s 

15 i n tha r a i l TCFC area have , i n pa- - . , '••-^n •3*ed by 

16 the d e s i r e t o compete f o r t r a f f i c c u r r e n t l y handled by 

17 t r u c k s ? 

18 A T h a t ' s c o r r e c t . 

19 Q Now, w h i l e w e ' r e a l s c t a l k i n g a l i t t l e b i t 

20 about CCFC s e r v i c e , I n o t i c e your s t a t e m e n t d o e s n ' t 

21 ment ion t h a t s p e c i f i c a l l y very o f t e n , dc you c o n s i d e r 

22 r a i l i n d u s t r y p r o f i t l e v e l s on m i n i l a n d b r l d g e t r a f f i c t o 

23 be s a t i s f a c t o r y ? 

24 A Yes. 

25 3 I s Union P a c i f i c ' s p r o f i t s cn m i n i l a 

I i 
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t r a f f i c as g r e a t as cn o t h e r c c m m o d i t i e s Union F a c i f i c 

handle s? 

A W e l l , t he p r o f i t l e v e l on commodi t i e s Union 

P a c i f i c h a n d l e s , whether i t i s w i x . i n the TCFC o p t i o n o r 

o t h e r w i s e , v a r y g r e a t l y . So l r my o p i n i o n , they meet 

t h e c r i t e r i a t h a t wf have e s t a b l i s h e d . 

Q W e l l , you say t h ^ p r o f i t l e v e l s vary g r e a t l y . 

CCFC t r a f f i c i s t oward the lower end o f t h e spec t rum o f 

Unicn P a c i f i c t r a f f i c , i s n ' t t h a t r i c h t ? 

A Not liuc.-scar i l y ; no. 

0 I t depends on the movoment? Whore would ycu 

p lace i t I n g e n e r a l , s i r ? 

A W e l l , speakins* o f the new i n n o v a t i v e t y p e 

equipment and t h e o r o d u c t i v i t y g a i n s t hut a re a v a i l a b l e 

t o y o u , we h a n d l e , f c r ex .- r l - , Amer ican P r e s i d e n t L i n ^ s 

i m p o r t t r a f f i c m i n i l a n d b r i d g e t o New York by 

UP-C&VW-Conral l . 

We h a n d l e , w i t h cu r new d o u b l e s t ack equipment 

t h a t h a n d l e s 2C0 c o n t a i n e r s i n one t r a i n f r o m Los 

Angeles t o Mew Y o r k , CCFC doub le r,*ac!', and * ^ ' * t r a f f i c 

i s a new i n n o v a t i v e t y p e r a i l c a r . I * i s 

f u e 1 - a f f i c i e n t . I t ' s someth ing t h a t t h e t r u c k s c a n ' t 

d c . I t p r o v i d e s us a good r e t u r n on t he movement. 

3 I n d i s c u s s i n g f r e i g h t r a t e s w i t h 

rr . ndfcr idge s h i p p e r s , d i d these c a r r i e -
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1 need t o keep c o s t low because o f a l l - w a t e r c o m p e t i t i o n ? 

2 A S u r o . 

3 3 Now, s i r , a t the m i d d l e o f page 9 , you e x p l a i n 

4 t h a t TOFC/COFC t r a f f i c g r o w t h l eads t o f u r t h e r g r o w t h . 

5 Do you agree t h a t r a i l TOFC s e r v i c e t o s h i p p e r s improves 

6 where a r a i l r o a d r a n o f f e r — w e l l - can i n c r e a s e i t s 

7 TGFC t r a f f i c volume and o f f e r more f r e q u e n t schedules? 

8 A The more volume you have and the f roqu<-nc i e s 

9 o f your t r a i n s c h e d u l e s enhances tbe e f f i c i e n c i e s c f 

10 you r t e r m i n n : : - and i t enhances t he e f f i c i e n c i e s t h a t 

11 a l l o w you t o compete more v i g o r o u s l y w i t h t r u c k and 

12 o t h e r r a i l c o m p e f 4 . t o r s , and these e f f i c i e n c i e s a ro 

13 t r . » n s l a t e d i n t o d o l l a r s a v i n g s t h a t a l l o w you t o have a 

14 g r e a t e r r e t u r n and s t a y i n ':Pe m a r k e t p l a c e Lt l o w e r 

15 r a t e s . 

16 3 Are these e f f i c i e n c i e s also t r a n s l a t e d i n t o 

17 improved service f o r r a i l TOFC shippers? 

18 A Yes. 

19 3 W o u l d n ' t t h e SPSF mergor r e - u l t I n I nc r ea sed 

20 TC;FC t r a f f i c volumes and more f r e q u e n t t c a l n i m 

21 s c h e l a l e s ? 

22 A T h a t ' s c o r r e c t . 

23 Q Nov, i s one o f the advantages o f more f r e q u e n t 

24 schedu le s t h e f a c t t h a t t h e y would e n - M e a r a i l r c a d t o 

25 o f f e r more d e p a r t u r e t i m e s and so t r y t o match t he 

AlOIRSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C 20001 (202) 628-9300 



8171 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

f l ^ A i M l i t y of d e p a r t u r e t ime? tha* t r u c k s can o f f e r ^'or 

h a n d l i n g t h i s f r e i g h t ? 

A T h a t ' s c c r r e c t l . 

3 Does Un ic . i P a c i f i c s chedu le d e p a r t u r e a*-d 

a r r i v a l t i m e s on i t s TCFC t r a i n s between m a j o r c i t y 

p a i r s so as b ^ s t t o compete a o a i n s t t r u c k d e p a r t u r e ?.r.d 

s? 

mmmm 

a r r i v a l t imes i n those c i t y p a i r s ? 

A No. 

Q D o n ' t r a i l r o a d c u t o f f and a r r i v a l t i m e s 

between ma jo r c i t y p a i r s r e f l e c t the i n f l u e n c e o f t r u c k 

t r a n s i t t imes '-etw^en those p o i n t s ' ' 

A '*'c, not n e c e s s a r i l y . P r o b a b l y a g r e a t e r 

c r i t e r i a would be the nee i s of our cus tomf . r s *o a l l o w 

their t c b r i n g * r a f f i ' - t o t h e o r i - , i n r a i l head f o r l ' : . - . . - : 

n i c h t i e p a r t u r > ^ , ane then a r r i v a l earl-..- m o r n i r c , l a t e a t 

n i n h t or e - - r ly m o r n i n g , eo *!:,-.* t hey can have t h a t -" vy ' -

t r a f f i c on tho r t . ' -eet and d e l i v e r I t . 

So i t - i s n ' t comm.-nsu r a t e w i t h any t r u c k 

s e r v i c e p a r t i c u l a r l y . I t :e *c .T,--:/t *'•'•-' n^.'-dr: e ' * f e 

c u e * " . • . 

Q You spe^k o*̂  the reeds of t h e c u s t o m e r s . Do 

you m o n i t o r th • - - v i c e and t r u c k t • t imes 

V y , , - , . i n majer . c i ty p a i r s where Union P a c i f i c h-

-.- ? 

A "o , no- r l y . 

r r 

ALDERSON REPORTING COMPANY, INC. 
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3 Are you aware ot what t h e g e n e r a l t r u c k 

s r - r v i r o i s I n any o f thesc c o r r i d o r s where Union F a c i f i c 

has TOFC s e r v i c e ? 

A W e l l , I t i i . i nk w e ' r e a l l aware o f what can be 

done a t 55 m i l e s an h o u r ; *hat i f you have s l e e p e r cab? 

and two i n a c a b , i t w i l l make a d i f f r en co , I t w i l l 

v a r y , bu t i s r o t one o f our major c r i f o r i a s . 

0 So ycu d o n ' t mak- a s p e c i a l . e f f o r t t o 

d e t e r m i n e when t r u c k s tend t o a r r i v e w i t h * r e i g h t m , 

s a y , L r - 8-goi.-:s; i s t h a t r i g h t ? 

A I * w c ' j l ' i -̂'e ex t c^me ly d i f f i c u l t , --ince i t 

would iepend on when the t r u c k p i c ^ - i i t up a* a 

cuctOTK^r's p l a ' - ? . "e does not have a se t time- t h a t he 

l - r iv - - ' c . !• : - • • - - ' i c k i s I z z d ^ d , a'̂ .-: 

p u l l s o u t and a r r i v e s wh,̂ n he a c r i v r s . 

3 OVay, - i r . "̂ o yeu t r y *o m^'tch your shipper-^ ' 

n -̂  i e , in' ' , you r e l y on yo-.ir shipp-- . *o t o l l ycu when 

-;ou s h o u l d -̂ e* tha f r e i g h t t o Lo:: 

A Y e s . 

7 And those are th'-- same people w • - • ' • :>abl y 

t = 1 I m g t he t r u c K s w h n - ;h t tc 

Les A a g p l o o ; - . n ' t t h a t r i u h t ? 

fi W e l l , : l y , our s h i p p e r s ar **•-

- -ccrr e f t h i r d p a r t 103 . 'O the 

o - • - ' ^ p r • - : i i / . ' - • . • : 

ALDERSON REPORTING COMPANY, INC 
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m m ^ ' Okay. Havo t h e r e been i n s t a n c e s where your 

depar tment has sugges ted t c Unicn P a c i f i c ' s o p e r a t i n g 

de a r tment t h a t a change i n T̂ F̂C d e p a r t u r e c r a r r i v a l 

ti.T.es would enable Union ' . . : i c t o ce~; '-* f t - t t s r 

a g a i n s t t r u c k s ? 

A Yes. 

Q T e l i me about on-.; o f those i n s t a n c e s . 

A W e l l , when I say ye s , we have t a l k e d t o - - w-r 

c o n s t a n t l y t a l k t o cur o p e r a t i n g depa r tmen t about c u t o f f 

t imcc and air---.'2 1 t i ^ e c . w^t c r i m a r i l y , i * J..: at. 

r o q u e s t o f our c o n s o l i d a t o r s . And t h e y t h e n g e n e r a l l y 

they are the ones t h a t we t r y t o acccm^ida^ . , : 

th< y a re cur f r o n t l i n e sal*: , w i t h the *ruel< . 

So i t i s a s i t u a t i o n t h a t v - m o n i t o r w i t h the 

a r r i v a l and de: -e t imi^e , c u t o f f t i m e s , c f our r a i l 

c o m p e t i t o r s . I t would be t h e p r i m e c o m p e t i t i v e f - • 

t h a t would mak- • nge c ,: d e p a r r u r • -•• ; t c* * 

t i m e - , - a r r i v a l t i m e s . 

3 So you a r r i v - .̂ n̂ f r o ^ ' ; h * co.e - t o r s • . - 1 1 

you how you would hav.- *-j change your •'.,--.-••••.''- or 

a r r i v a l t i , - n o s t o : • * 

r . - . ht? 

\ '^'-.-•^ly^ yes . 

3 B u t y o u h : 4 v e i : 

t : , - , . . c n a n g 

ALDERSON REPORTING COMPANY, INC. 
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times i n order to compete b e t t e r with t r u c k s ; r i g h t ? 

A To b e t t e r serve our consolidators who compete 

with t r u c k s . 

3 Now, r e t u r n i n g to your -̂o T'-n-̂n ts on page 9 

about f a c t o r s that improve the q u a l i t y cf TGFC -..-rvice. 

I s r a i l TOFC service improved and mado more competitive--

wh n a r a i l r o a d can bett e r balance i t s t r a i l e r s ? 

A Yes. 

3 I s I t a'':jo improved when a r f i i l r o a d can 

-^ l i iTi ina te en-.i;lr- c a r mo vem-'-n *r? 

A Yes. 

0 W o u l d n ' t ^he S.̂  - r ge r r e e u l t i n a be* t e r 

b a l a n c o o f TOF^ t r a i l e r s and a r e d u c t i o n i n empty c . r 

mov- --•• • -? 

A From wh -re t o wht-re? 

Q ' ~ y r * . ' ^ w d o . 

^ J , . J • • . - V o 1 u m < 

and the combin a f f l c flow-, t:;it woul i 

3 O k a y . T - r 

r'-'-pon ::iV'-'r. - s h i r 

r a i l r o a d can '.'; • ; . ; . , . . • 

l i n e s-^^-rvice? 

ft Y o s . 

T H.? v- 1 - •-«•. r Tef 

! r e t e 

] i n g 

ALDERSON REPORTING COMPANY, INC. 
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g e n e r a l l y been t r a n s l a t e d i n t o l o w e r TCFC f r e i g h t 

r a * es 

A I would g e n e r a l l y , yos , 

Q Dc TOFC rate reductions result in some t r a f f i c 

shifting from motor carriers ^c r^"!! TGFC service? 

A fes a 

3 how, s i r , a t t h e top of page 9, you st.-. t h a t 

Union P a c i ' i c now hi»s impl ' -mented proarams t o ba l ance 

i t s loaded r a i l TOFC t r a i ^ : • Could ycu doGcr ib - *r ' e 

t r a i l : i r balanc- n r o c r a i r s you r e f e r to? 

A W e l l , wo on Union P a c i f i c u * i l i z e the 

i n t e r n a t i o n a l segment i n c o n . - e r t w i t h the domes t i c 

sogmen* to t a l m c e t . - a t t i c . We wore on-i o l -he f i r s t t c 

i n c t i t u t a a landinarv • ' * '---tween a .T'i st==am.ehip 

l i n e , a ma j . ' r ' ^ r ? i g h t f o r w a r d - : , I ' . - l * i ,i 1 road; |g | |^ | | | | | | ^ 

I n o:-r once, what thi.e involves i s har : 

import t r a f f i c i n containers i n t o t h ' ^^1 ŵ --*, •*.- *he 

s-.w York area, h-r , ' • , * n u t i l i z i n g a 

f r ' ^ i g h t forwarder's don t r a f ' .-ofirn in the 

• , w ••-) 7 r P c f l e r ; , sc t h i * - v-. . * *he 

- ;n o u t o ' 

same contain* 

best pz 

move, 

And YOU • r n o * h a n d l i n i t r a n . . - ' - we. - t icund 

-.ing t • , i,n ) the c c 

ALDERSON RErORTIHG COMPANY, INC 

20 F ST N.W., WASHINGTON, D C 20001 (202) 628-9300 
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Import f r e i g h t , handling i t east, anl then handling t h a t 

domestic westbound f r e i g h t i n those same c o n t a i n e r s . 

3 Was there also an element of t h i s program that 

atteinpted to a t t r a c t domestic f r e i g h t movements moving 

eastbound from C a l i f o r n i a ? 

A Well, the Santa Fe's e f f o r t s -^ere concentrated 

In th- perishable side where they u t i l i z e d the Plan 3 

o p t i o n , the parishable t r = i f f i r out wf northern 

C a l i f o r n i a . 

Ard they require a domestic move i n concert 

w i t h t h e i r perishable moves, so that they have a round 

t r i p even of t h e i r perishable t r a i l e r s . 

3 But I was r e f e r r i n g to Unicn P a c i f i c . Has 

Union F a c i f i c made any kinds of competitive a r r a n e e T * -

to try to a t t r a c t oastbound doriestic t - a f f i c from 

C a l i f o r n i a ? 

A Yes, s i r . We ar^ competitive with the 

•^cutharn Tacific and Santa Fe for the 'ncvement cf 

eastbound domestic t r a f f i c . 

•j Yes, s i r . Well, T guess my guestion wa-, -'id 

ycur t r a i l e r :e pre . ncomeas- n"w p r i c i m 

a c t i v i t i e s with regard to eastbound domestic * r a f f i c 

f-c-n " a l i f o r n i a ? 

A Well, each of the three r a i l r o a d s u t i l i s e wh• 

we term backhaul p r i c i n g or incremental p r i c i n g , 

"1 
ALDERSON REPORTING COMPANY, INC 

20 F ST., N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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generally i n any backhaul c o r r i d o r wh^-re you have excess 

equipment, you p^ice I t accordingly to get your t r a l l o r s 

back. 

Q So to t r y to get your t r a i l e r s balanced t c -nd 

from C a l i f o r n i : , d i d Unicn P a c i f i c use some backhacl 

p r i c i n g of i t s eastbound TOFC movements? 

A We were competitive with the Southern P a c i f i c 

and Santa Fe :n those ins'^. ances. 

Q So ycu did use some --

A Yes. 

3 Did t h i s backhaul p r i c i n g r e s u l t i n 

t r a f f i c s h i f t i n g from motor c a r r i e r s t o Union P a c i f i c t c 

f i l l these t r a i l e r s ? 

A I would think so. 

Q Now, a t t h e bo t tom o f page ° and the top c f 

P3ge 1 0 , you -- ta te t h a t i " R a i l r o a d s have r e l i e d 

i n c r e a s i n g l y on s h i p p e r s * agen t s t o market t h e i r r a i l 

T'̂ FC s e r v i c e . " 

What i s t h e term " s h i p p e r s ' agen*:" ^s ycu 

re^'er t o i t ho re? 

A I t g'-^es back to t h e t h r :m«.'-*.'- ' m e n t i c ^ e d 

b e f o r e . : s h i p p e r s ' a g e n t s , s h i p p e r s ' a s s o c i a t i o n , and 

f r e i g h t f o r w a r d e r s . 

0 Coul : you - I b e what *.he narrow term o f 

" s h i p p e r s ' a g e n t " i s , net .̂ s ycu use i t ? 

ALDERSON rfEPORTiNG COMPANY, (NC. 

20 f ST., N.W., WASHINGTON, U.C. 20001 (202) 628-9300 
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A A shipper agent b a s i c a l l y i s an i n d i v i d u a l , 

can be an i n d i v i d u a l i n a telephone booth t h a t c a l l s 

i n d u s t r i a l t r a f f i c managers and obtai'T a t r a i l e r t c 

move on'a r a i l r o a i and arranges f e r the t r a n s p o r t a t i o n 

from o r i g i n tc d e s t i n a t i o n , and provides t h a t custcmer 

with one b i l l of l a d i n g and one p r i c e . 

3 In what way does a f r e i g h t forwa--^er functi-^n 

d i f f e r e n t l y from t h a t type of shippers' agent? 

A A f r e i g h t forwarder generally has publish-?'' 

t a r i f f items, has a f a c i l i t y , i n many mstancoc he 

cons-:>L Ida te s the LTT, side c f the house, t h L T L f r e i g h t 

in*o i t r a i l e r over a dock, and he las both ITL 

c o n s o l i d i t l o n s and f u l l t r a i l e r s to move via *- i l . 

3 Well, r e t u r n i n g t c the more genera'' u.se c'' the 

term t h a t ycu havo i n ycur statement, would ycu a-^ree 

t h a t shippers' agonts at - s s e n t i a l l y the way th - * 

r a i l r o a d s mark- t tn. ^ i r T'̂ F'" '-^rvice i n co i r p e t i * i o n 

aaain-:t trucks? 

A Yes. 

3 And the a c t u a l s h i p r « : r of the ^ r - i g n t , t h e n , 

has a cho i ce h.--twf-on e : - ,. ' "'"'• s h i p p e r a cen t in 

t he r a i l TOFC - e r v i c e or u e i m a i i r e r t t r u c k ^riov-^r^ent 

f o r i t s f r e i g h t f r o m deer t c d o o r ; i s n ' t tha* r i a h t ? 

A ThCE- two o p t i o n s ; y e s . 

3 Nov. on pace 10, s i r , you s t a t e * , ' . - i * ; 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, D C. 20001 (202) 628-9300 
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1 Shippars' agents are adept at playing cna r a i l r o a d o*f 

2 against ano*her." 

3 Would you agree t h a t s h i p p e r s ' agent have a 

4 good d e a l o f 1 ve rage i n d e a l i n g w i t h an i n ' ^ i v i d u a l 

5 r a i l r o a d ? 

6 A Y e s . 

7 3 Would you aoree t h a t s h i p p e r s ' ao--nts o^ ten 

8 g e t l o w e r rat;:'S because of the volume commitments t h a t 

9 t h e y can riiike w i t h r a i l r o a d s ? 

10 k Y e s . 

11 3 I f a s h i p p e r s ' agent had t r a f f i c movina 

12 t e t w e - : . Los Angeles and Chicago and a l s o had t r a f * ' l c 

13 m c v i m bet 'een Los Angele"^ and H o u s t o n , and a f t e r the 

14 mergar SPSF w-^re t c i n c r e a s e TCFC f r e i g h t r a t e s b-^tw-^. -

15 Los ' - . T t l a s and H o u s t o n , w o u l d n ' t you e x p e c t ' -.-

16 s h i p p e r s ' agent t o s h i f t h i s Los Angeles t o Chicaao 

17 b u p i n ^ r s t c t r u c k s or t c UP's TCFC s e r v i c e ? 

18 A Not n e c e s s a r i l y . 

19 3 Okay. I s n ' t t h a t a possibl- '^ response t h a t t h e 

20 s h i p p e r s ' * w" : : ld e x p e r i e n c e , though? 

21 A I t 's p o s s i b l e . 

22 0 I n f a c t , i f Union P a c i f i c l ' ^ arn^-.i t .-^""r 

wm'M 
23 was r a i s i n j i t s f r e i g h t ra*es between Los Kngoie'^ - ' 

24 H o u s t o n , w o u l - ' n ' t your sal-asmen be ou t t h e r e c o n t a c t ia-^ 

25 the s h i p p e r s ' agen ts t c t r y to gi. . i r b u s i n . 

ALDEkSON R2PORTING COMPAK Y, INC. 

20 F ST., N.W., WASHINGTON. O.C. 20001 (202) 628-9300 
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Other corridor.T- where the s h i p p e r s * agen t s c o u l d t a k e 

t r a f f i c away f r o m SPSF? 

A We a re a lways - - our s a l e s peop le are a lways 

e n d e a v o r i n g t o secure a d d : - - . a l t r a f f i c . You c o u l d 

have a s c e n a r i o where because o f "^anta Fe SP's a b i l i t y 

t o r a i s e r a t e s i n the L . A . - H o u s t o n C o r r i d o r , t h e y c o u l d 

subs ld i ' ^e t h e r a t e s f r c m L . A . t o Chicago and be more 

c o m p e t i t i v e i n s t e a d of lec-^ . 

Q Ckay, s i r . Eut now, i f t h a t happe red , o-̂  

c o u r s a , then t h a t would be a b e n e f i t t c t h e s h i p p e r s i n 

t h e L..S.. t o Chicago C o r r i d o r j r i g h t ? 

A I t would be — y o s . 

Q Now, g e t t i n g bacn t e t he s i t u a t i c : * t we 

were d i s c u s s i n g , i f th-- f r e i g h t r a t e s gc up betw^-^r ' o s 

Angeles and Houston f o r SPSF, woul ' : 'n ' - ; you a t Union 

P a c i f i c l o o k upon *hQt as a m a r k e t i n g o p p o r t u n i t y f c r 

y o u , t h a t you c o u l d go ou t and t a l k t o t h e r e . - ^ ip r . e r s ' 

agents and t r y t o get them t o t h e i r bus ine s s t c 

the Union P a c i f i c ' s ;OFC s e r v i c e , s a y , between th* .̂ay 

AC'̂ a and ChiC530 o r L . A . - ' "--icaco? 

A I d o n ' t see - - I d o n ' t p a r t i c u l a r l y eee hew 

t h - . t f o l l o w s , because Santa Fe has r a c k e t dominance i n a 

c o r r i d o r , t h a t would a l ' o w ur- to t=ike advantage e' -y.-^ 

i.n ano tho r c o m r e t i t i v e c o r r i d o r , 

I d c n ' t agree w i t h t h a t . 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, D.C. 2^001 (202) 628-9300 
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3 You w o u l d n ' t — w e l l , i s n ' t t h a t the way 

t h i n g s work ou t t h e r e i n t h e r o a l w o r l d ' t o d a y , wh-^n you 

see a s h i p p e r s ' agent g e t t i n g u n s a t i s f i e d w i t h a 

r a l l r a o d , f o r wha tever r e a s o n , r a i s i n g r a t e s or s o r v i c e 

he d o e s n ' t l i k e ? Ycu look upon t h a t as a m a r k e t i n g 

o p p o r t u n i t y f o r y o u , and you go i n and you t r y t o ge t 

some b u s i n e s s f o r your r a i l r o a d ; i s n ' t t h a t r i a h t ? 

A That's c o r r e c t . 

Q W e l l , i s n ' t t h a t k i n d o f t h i n g t h e k i n d c f 

t h i n g Lhdt c o u l d l iappen a f t e r the merger a l s o ? 

A T t h i n k t h a t w i l l happen a f t e r t h e me rge r . 

The c o n d i t i o n s are not g c i n g t c change In t h e t r e g a r d . 

3 Okay, s i r . Now, at the bo t tom o f page you 

s t a t e t h a t i " R a i l r o a d s are r o l y i n g i n c r e a s i n a l y on 

s h i p p e r s ' a g e n t s . " 

Would i * be f a i r t o d e s c r i b e these s h i p p e r s ' 

agents as m i d d l e men who a r e r e a l l y t a k i n g p a r t c f the 

p r o f i t cn r a i l TOFC s e r v i c e ? 

A T h a t ' s c o r r e c t . 

Q Woull you agree t h a t r a i l r o a d s would make more 

p r o f i t s i f they c o u l d € f f e e * i v e l y • ' .arket t h e i r own 

TO"C s ' ^ r v i c e and n o t r e l y on these- midd le men at a l l ? 

A Net n e c e s s a r i l y ; no. 

C W h y n o t ? 

A W e l l , w h i l e they do take a p o r t i o n o' 

M P ALDERSON REPORTING COMPANY, INC. 

70 F ST., N.W., WASHINGTON, D.C. 70001 (202) 628-9300 
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8 1 R2 

p r o f _ t , they also provide a valuable service to the r a i l 

I n d u s t r y . They have t h e i r own sales f o r c e s . "any of 

them have a s o p h i s t i c a t e d computer system. They havg 

the a b i l i t y to provide drayago services a t both ends at 

a very low cost . 

And so f o r the r a i l r o a d s to duplica*o that 

e f f o r t would r e q u i r e , under t h e i r s t r u c t u r e of union 

wage." and other d e f i c i e n c i e s , not be able to dc i t as 

e f f e c t i v e l y or cost e f f i c i e n t l y as t h i r d p a r t i e s . 

So they do prov: e a very valuable as^h^t to 

the r a i l i n d u s t r y , 

3 Are yr aware, s i r , cf Conr.-il's procram to 

begin marketing i t s r a i l TCFC service a i r e c t l y t o 

shippars and l i m i t i t s r e l i a n c e on shippers' agents? 

A Not a t a l l . 

Q When shippers use t h e i r greater buying power 

to Of't reduced TOFC r a t e s , do you know whether th^y pasi; 

these lower costs on to the r a i l shippers of * ''C 

f r.-igh t ? 

A I d c n ' t know Hh'>t t h e y d o . 

0 When s h i p p e r s ' •- ha-/-> *o p ; y h i g h e r r a i l 

TOFC r a t e s , do you know i f t hey pass h i g h e r c.: : :: t c 

th--^ '"OFC s h i p p e r s ? 

A I do n o t . 

0 'n f a c t , i f - ppers' agent had to , - i 

ALDE^SON REPORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (2u2) 628-9300 
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1 h i g h e r r a i l TOFC r a t e , but the t r u c k r a t e s tayed t h e 

2 same, w o u l d n ' t you suspect t h a t he p r o b a b l y would n o t 

3 pass t h e r a t e i n c r e a s e on t o t h e r a i l tCFC s h i p p e r ? 

A I d o n ' t know what he would d o . I t h i n k i t 

would i n v o l v e t h e i n d i v i d u a l ' s '-ate n e g o t i a t i o n s w i t h 

t h a t i n d i v i d u a l c u s t o m e r , where he s t o o d i n r o l a t l o n s h i p 

7 w i * h t h e t r u c k r a t e s a t any g i v e n t i m e , and whether he 

8 had t h e margins t o do whatever he wanted t o d o . I t 

9 becomes h i s management d e c i s i o n . 

10 I j u s t d o n ' t know what he would d o . 

H 3 Okay, s i r . 

••2 W e l l , t hen t u r n i n g t c page 11 i n your f o o t n o t e 

13 a t the bot tom o f t h a t p^ge, yc c s t a t e that . - " T r u c k s , i n 

14 t h o l o n g r u n , must charge p r i c e s t h a t , on the a v e r a g e , 

15 cover the f u l l c o s t of bo th d i r e c t i o n s of the h a u l . " 

16 S i r , s i n c e motor c a r r i e r d e r e g u l a t i o n , i s n ' t 

17 t h i s t r u e , t h a t a l a r g e number of own.---op e r a t o r s hav? 

18 b--. n compef ' . i a f o r t r a f f i c and c h a r g i n o l ^ - s t han t h e i r 

19 o p e r a t i n g c o s t s i n o r d e r t o move the t r a f f i c ? 

20 A I have no way c f knowing t h a t . We see a l o t 

21 o f the owner-opera t o r s c o n t i n u a l l y go cu t o f b u s i n e s s , 

22 so you have to make t h a t a s s u m p t i o n , t h a t t hey ar^' no* 

23 ar tut-a bus iness people t h a t unders tand *ho r e a l i t ' - ^ - : " f 

24 making a p r o f i t . 

25 And i f you d o n ' t do as I say i n the 

ALDERSON REPORTING COM 'ANY, INC. 

20 F .* N.W.. WASHINGTON, D C. 20001 (202) 628-9300 
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81 QU 

e v e n t u a l l y you are g o i n g t c go b r o k e . 

Q I s i t you r b e l i e f t h a t a number o f 

o w n e r - o p e r a t o r : r e a l l y d o n ' t know t h e i r o p e r a t i n g 

cos t s ? 

A T h a t ' s my b e l i e f . 

Q I s i t a l s o your b e l i e f t h a t a number o f 

o w n e r - o p e r a t c - s do p r i c e t h e i r s e r v i c e below t h e i r 

a c t u a l o p e r a t i n g c o s t s ? 

A T h a t ' s t r u e . 

3 And even thouoh a number o f them go o u t o f 

bus ines s because o f t h e ease o f e n t r y a f t e r motor 

c a r r i e r d e r e g u l a t i o n , t he r e are a lways new 

o w n e r - o p e r a t o r s t o t a k e t h - : i i r p l a c e ; i s n ' t - i t r i c h t ? 

A That has been th^- p a t t e r n i n the p a s t . I ' m 

no t so c e r t a i n t h a t w i l l be t." *ern i n *he f u t u r e . 

^̂ 1̂ 1̂ ^ 3 I s i t p o s s i b l e , hcwever , t h a t t h i s i s j u s t a 

p rob lam t h a t tbe r a i l i n d u e t r y i s g o i m t o have t o l i " p 

w i t h i n compe t ing f c r r a i l TOFC t r a f f i c ? 

A T h a t ' s a p o s s i b i l i t y . 

3 '' )W, s i r , a t th^ midd le o f page 1 ' ' , you • *• t 

t.': t t h e merged company c o u l d i n c r e a s e the r a t e s 

con:.- . -.jly w i t h o u t i . . u n a c c s p t a b i " t r a f f i c 

1'- to motor c a r r i e r s . 

I assume you d i i n ' t pe r fo rm any s tudy or 

survey on t h i s p o i n t . I s t h a t r i g h t ? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., M.W.. WASHINGTOH, D.C. 20001 (202) 028-930J 
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A That's c o r r e c t . 

3 What l e v e l of t r a f f i c losses to trucks do you 

thirJt SPSF would f i n d to be unacceptable, as ycu used 

t h a t term on page 12? 

A I t wculd be my perception, w i t h o u t another 

r a i l r o n p e t i t o r i n t h a t c o r r i d o r , they would and cculd 

raise t h e i r r a t e s . To 'ha* degree, i t would be c 

management decision on t h e i r p a r t . And the amount cf 

truck comp-atitlve t r a f f i c t h a t they wouH be w i l l i n g to 

.mmm 
f o r g o would s t i l l be t h e i r d( c i s i ^ p ^ S | ^ | ^ ^ 

Q So you ^ o n ' t know how m u c J ^ ^ H f a n y , t r u c k 

c o m p e t i t i v e t r a f f i c would be w i l l i n g t c f o r g o a f * - r t^--

raerger; i - - t h a t r i g h t ? 

A T h a t ' s a Santa Fe d e c i s i o n . 

0 S i r , a t t h e bot tom o f cage 13 , you g i v e an 

example o f a !|70 per t r a l l t ^ r r a t e i i . c r o ^ s e t h a t o c c u r r e d 

I n J u l y of 1984 on c e r t a i n t r a n s c o n t i n e n t a l t r a f f i c . 

F - - u s i m f i r s t on your us-- of the word " c e r t a i n , " why 

wasn ' t t h i s i n c r e a s e a p p l i e d on a l l t r a n s c o n t i n o n * a 1 

r a i l TOFC t r a f f i c ? 

A I n t h i s p a r t i c u l a r i n s t a n c e , I war t a l k : : 

about the domes t i c segment o f the m a r^^e t p l a ce , an" i •: 

was a p p l i e d on a l l o f the domes t i c eeamer ' . T t h i n k 

t n the i n t e r n a t i o n a l s i d e of the hou.ee, i t wasn'* 

V or- I n t h a t i n s t a n c e . 

ALDERSON RtPORTING COMPANY, INt. 
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81 86 

D i d n ' t jompet inq t ruck ra tes a! 

I n other words, we took the dom.--*ic market 

ou* . 

0 Was t h i s increase you r e f a r r e d to here In your 

t e s t i nony a cc^t-baseJ i nc rease , a cos t recovery 

i n c r e i se? 

A Nat t o t a l l y ; no. We thought tha t the 

marketplace wculd take tha t inc rease . C e r t a i n i y , you 

always look at your cost i n r e l a t i o n s h i p to what your 

p o s i t i o n i s , and you t r y to maximize your o p p o r t u n i t i e s 

i n tna t r ega rd . 

0 You say not t o t a l l y . Was t h i s e s s e n t i a l l y i 

cost recovery l rcr-- i . :e? 

K Yes. 

3 D i d n ' t jompet inq t ruck ra tes a!-- -' up i n 

Ju ly 196a? 

A T • m not i-̂ ĉ t a i n . 

0 You don'* kl. cw wheth-- • y did or ' ' * *, 

; by how much? 

A I dor 't know . 

Q So you dcn ' t know what the r e l a t i v e change in 

the r a i l TCI -uck r ; • 

inc rea, . put i n place? 

A «fo, i : i r ; I a c n o t . 

0 Now, you state that Union . - .-n 

v . . i n e r t - . - *.et th=^ ̂ 70 ra- . you 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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know how much Union P a c i f i c ' s TOFC volume migh t have 

i n c r e a s e d I * you had n o t r a i s e d your TOFC r a to s? 

A No, I do n o t . 

HB. WILSflMA Inank y e u , s i r . Those a re a l l 

'WHItmM' 
t h e q u e s t i o n s T have . 

n , tb 

JUDut HOFYINT; ^ r . P a t n e r . 

. . . ^ ^ ^ ^ ^ BY MR. FATKEFt 

^ ^ ^ ^ wy names i s James R a t n e r . I ' m w i t h the U n i t e d 

S t a t e s Departrr. -nt c f J u s t i c e . I j u s t have a few 

yu- i l > ..-.iZ f o r y o u . 

Could you l i s t ^ ' - r me a l l o f the r a i l r o a d s -

t h i t y c u c o n s i d e r t h e DP ccmp.:;tes « i t h f o r TCFC 

t r a f f i c ? 

A W.->11, b a s i c a l l y , we compete wi*h 

P a c i f i c , the ^anta Fe, and the P u r l i n c 

DtPG m th*^ wo * . 

Q T h a t ' - • 

I f you c o u l d , i t you know, hew much T F C 

t r a f * ! ' - h i : - t f . Union P a c i l i c l c - : t t o motor - : 

o v ^ r , Zt.-'Y , the l a s t f o u r y<- ar: T 

A I do not know. 

Q Do y-u know how much TOFC 

to ^- railroads over f • >-> 

ft No, 1 do not . 

Q I t h i n k l o u ntent icne ' ) i n ce::ponof c f 

ALDERSON REPORTIN-j COMf-ANY, iHC 

20 F ST. N W., WASK.'NGTON, D.C. 20001 (202) 628-9300 
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* r . W i l s o n ' s q u e s t i o n s t h a t TOFC i s h i o h v o l . a e , low 

p r o f i t t r ^ . f f i e f o r r a i l . I s TCFC c u r r e n t l y e a r n i n g a 

p r o f i t f o r UP? 

A Ye^;. 

0 On page U and 5 o f your v e r i f i e d s t a t e m e n t , 

you r e f e r t o th«» f a c t , I t h i n k , t h a t d e r e g u l a t i o n has 

c o n t r i b u t e d t o m a j o r TCFC r a i l g r o w t h . 

What i j p s c i f l c a spec t s o f ' d e r e g u l a t i o n are y^u 

r e f er r i n a to? 

A W e l l , th.. a b i l i * y to t a i l o r s p e c i f i c 

f o r i n d i v i d u a l cus tomers o* the r a i l : . , th-? . . . * y t c 

e s t a b l i s h a p p r e p r : - - r i - - - ' c a t i m e l y f a s h i o n , and 

t h o fr---ecD.T * n ̂ . t i : i v - - n us t o compe*^ i n th*^ 

3 I s *he ^ b i l : t v - • . e t c c o n t r a c t r a t e s 

a n i r e l a t i o n s h i t s a raa?o -r? 

A Yes. 1**3 a ma jo r m a r k e t i n g t o o l . 

Q H o w - - - - , . . , , . • - o n t r a c t 

arr--. ^-.'e UF? 

A A v-^ry subs t ; ... velum-^. 

C Su'- ' -It i ? I , - ' — 

A I w o u l d s a y i n 

3 "In r-'g-> 7 - - d c i T know y o u ' v o : 

t • :'me w i t h " r . i " i l ? o n , so * ' l l *•- * 

.:t 

b r i'-' 

yoa re*^er . t you 

ALDERSON REPORTING COMPANY. INC. 
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a v i a b l e com p-* i t e r f o r 'l'"FC i n Fresno-Bak e r s f i e 1 i . 

How *"ar sou th do you c o n s i d e r t h e Union 

. P a c i f i c i s a v:=>ble c o T , r ^ . t i t c r f o r TC^" t r ^ . f f ^ . c i n 

Cal i f o r n i a'' 

A ^o in r . where? 

0 Tc any points e'̂ 'Jt tbat the CF serves. 

A Well, right now, we're -et -i v: -ompetito 

in th - perishable market out of Ca l i f o r n i a at a l l . 

3 Why not? 

A Pecauce o* th-^ • ' *ructure, 

t h r r i r l e v e l oe p r i c e , • - • • ':e d i i . . . . . v we d r . : r : - t^.--

m a r k e t p l a c e . 

Q Ycu - " ' a F e a n - * 

hav ing a s i g n i I c . r i t c c s t a d v a n t a g e . Can you c i v -• i 

s. - l c , SO"!-' spec i , - .p i ?s O'*' t ' e c - • 

- . -n t i a l t» > • 

A Cn which *r-\ f * i c ? 

•3 W e l l , what ycu r - f e r - - - ' * :> ^ - - - • *" 

ALDERSON REPORTING COMPANY, IKC. 

20 F ST. N W WASHINGTON, D.C. 20001 (202) 628-9300 
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1 A F i r s t o f a l l , as I s a i d b e f o r e . Union F a c i f i c 

2 i s u n a b l e to compete f o r t h e t r a f f i c , so we have no 

3 t r a f f i c b a t e . The Santa Fe a* the p r e s e n t t ime bar 

* 50,000 t o 60 .000 t r a i l e r s moving i n t he p e r i s h a b l e 

5 m a r k e t p l a c e . They have t h e a b i l i t y t o round t r i p those 

6 t r a i l e r i , , and t h a t i s p a r t o f the r a t e package t h a t they 

7 g i v e t o t h e i r c u s t o m e r s , t h e a b i l i t y t o gene ra t e a round 

8 t r i p . 

9 They do t h a t i n s e v e r a l ways . N'ot a l l c f the 

10 t r a f f i c cones d i r e c t l y back to the Pay a r e a . Some c f i t 

11 has to cone t o the m a j c r m a r k e t p l a c e o f Los A n g e l e s , '--^ 

12 t h a t i t h t h e i r r o u t e s t r u c t u r e o f havinc a r a i l l i n e 

13 f r c T Les Anaeles up t o t h e Pay a r e a , they have t h e 

14 a b i l i t y t o r e p o s i t i o n t r a i l e r s on r a i l a t a ve ry low 

15 c o s t i n compar ison t o net h ? v i n g t h a t t r a c k a g o , so th?y 

16 can r e t u r n t h e i r t r a i l e r s t c t he vas t m a r k e t , t h o 

17 d o r e s t i c m a r k e t p l a c e c f T, A or San Franr i? ; . -o , have t h e 

18 r - u t e s t r u c t u r - to r e p c s i - i c n I * up , and then hav^ t.-.e 

19 volum-» t o r u n u n i t t r a i n s t o Chica. o . 

20 The> a l s o have an added advantage of h a n d l i n g 

21 s i n g l e l i n e s-^rvice to Ch icago , and s i n g l e l i n e e->rvi :o 

22 i s a V-^ry impor t '.a* i n g r e d i e n t . The e t h e r aspect t h t y 

23 have i s , they hav-i ramps I n Fresno and E a k e r s f i e l d , 

24 w h i r h p l aces them c l o s e t o the m a r k e t p l a c e so t h a t t ' ? i r 

25 dr^i yage c o s t s a re l e s s . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST, N.W., WASHINGTON, D.C. 20001 (202) 628-9300 



I 
8191 

n 

9 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 You have been s a y i n g they and them. Are yoa 

r e f e r r i n g t o Santa Fe and Southern P a c i f i c , o r j u s t 

Santa Fe? 

A Just S?n t a Ft. . 

Q I d i d n ' t mean to i n t e r r u p t you t h e r e . 

In torm3 of Southern P a c i f i c , does Southern 

P a c i f i c as w e l l have a s i g n i f i c a n t cost advantage ever 

Union P a c i f i c i n terms of se rv ing shippers who ar= i n 

tho F resno-Saker s f i e ld area? 

A Y e s . 

Q Are those costs advantage;^ h a s i c i x l y the sane 

as what you j u s t descr ibed fo-. Santa Fe? 

A Yes. ^̂ B̂ ^̂ '̂ '̂ JjPljjjfc 
3 I as-um--̂  w i t h the except ion o f tbe f a c t tha* 

Southern P a c i f i c doesn ' t have d i r e c t se rv ice tc Chicago 

3 And the Southern P a c i f i c does not handle the 

v o l UT per i shab le t r a f f i c that the Santa Fe d< 

3 On Page 7 a t the bot tom, the l a s t sentence 

s t a r t s , " I n tho markets i n quest ion here , r a i l , 

TOFC/CLFC r^^tes rc r long d is tances hauls are 

s i o n i f i c a n t l y below tae gene ra l ly p reva i l i - ^n n.-*or 

c a r r i e r r a t e s . " 

Do you see t h a t ? 

A Yes. 

Q What are the g e n e r a l l y p r e v a i l l n o motor 

ALDERSON REPORTING COMPANY, INC. 
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1 c a r r i a r ra te-? I d o n ' t mean a s p e c i f i c number, but what 

2 do you mean by tha t when ycu r e f e r to tha t? 

3 A W e l l , the r a i l TOFC rates g e r e r a l l y are lower 

* than *he t r a n s c o n t i n e n t a l t ruck r a t e s . 

5 3 I unders tand. How are you measuring 

6 t r a n s c o n t i n e n t a l t r uck rat-'S? 

7 A We measure i t i n t*o f ' . s h i o n s . __One i s ramp t o 

8 ramp, and the other i s door to door when we ptit oor 

9 I drayage at both ends, anl i n n e i t h e r case - - of course, 

10 the ramp to ramp i s cons iderably under, but t h - .-t--^ ••o 

11 door w i t h drayage at both s i d e s , they are s t i l l under 

12 the t r u c k r a t o s . 

13 3 I f I wanted to go get some i n f o r m a t i o n on my 

own about the g e n e r a l l y p r e v a i l i n g motcr c a r r i e r r a t e s , 

15 where would I look? 

16 I A You would go to any t r anscon t in - • - motcr 

17 c a r r i a r and ask them what t h e i r r a tes a r e , a.id t h y 

18 wculd give you r a t e s , and then go to the r a i l r c a d , an-! 

19 they would give you a r a t e , and ycu can make a 

20 comparlsoi. . 

21 Q When you mako the comparison i n your t o s t l T o n y 

22 here, was tha t based on I n f o r m a t i o n ycu received from 

23 var ious t r a n s c o n t i n e n t a l t r u c k i n g coiupanies? 

24 \ f^nd cur compet i t ive research department. 

25 3 When you say s i g n i f i c a n t l y below the g e n e r a l l y 

A L D : R S 0 N REPORTING COMPANY, INC. 
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p r e v a i l i n g motcr c a r r i e r r a t e s , what cces s i g n i f i c a n t l y 

below mea n ? 

A I would say generally maybe i n the 

neighborhood of 20 percent, give or take. 

3 You also r e f e r to long distance hauls. What 

do ycu mean by lone distance? 

A I would say i n excess of 750 miles. 

3 I s i t c o r r e c t t h a t you would consider abou^ 

700 to 750 miles i s a break even poin* be'.ween where 

truck costs s t a r t to exceed r a i l costs? 

A Not ne c e s s a r i l y . I t depends on the mark-^t 

c o r r i d o r and the volume and a l o t of other s p e c i f i c s . 

3 On Page , a t the bottom, you r e f e r to some 

continuing t e c h i n c a l and .-service innovations. Correct 

me i f I am wrong. T t h i n k ia response to a quostion 

e a r l i e i t h i s morning you said that you thought the 

innovation was dua In part to a response from motor 

c a r r i e r c o m p e t i t i o n . I s t h a t r i g h t ? 

A Well, t h a t ' s par* of the answer. The other 

p a r t i s the r : ^ i l ' s c ontinuing e f f o r t s to improve t h e i r 

p r c i u c t i v i t y and the bottom l i n e and tc be more 

co m p e t i t i v e . So, the r a i l i n d ustry i n the l a s t s-veral 

years i n the TOFC opti o n has looked 3t new l i a h t w o i q h t 

aerodynamic f u e l e f f i c i e n t equipment, the double stack 

o p t i o n , alx th*-:- various nuances t h a t make ycur r a i l r o a i 

ALDERSON REPORTING COMPANY, INC. 
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1 mere c o m p e t i t i v e . 

2 3 Is i t c o r r e c t t h a t i t i s i n ear* a response t o 

3 truck competition and In part a response t c r a i l 

* com po t i tion? 

5 A l h a t ' s r i g h t , and also a response to bottom 

6 l i n e -- improving the botte-^ l i n e of your company. 

7 3 On Page 13, wher-^ y u are discussinc t'le |7D 

8 per t r a i l e r increase, ycu i n d i c a t e that some of the gain 

9 wa - at the expense of motor c a r r i e r s . Do you see t h a f 

'IHHH'-JRHRF ' a^lcrllly ill 

11 t he f i c t t h a t our - - each c f the r a i l r o a d s ' mark'-^t sha re 

12 volume i n c r e a s e d . Curs d i d , so we made t h e assumpt ion 

13 t h a t i t had to come f r o n t h e motor c a r r i e r i n d u s t r y . 

14 3 On Page ^ U , you r e f e r t o , down r.-.--s *he b c t t c m 

15 j f th-e o n l y f u l l p a r - g r a p h , you r e f e r t o what would 

16 hanpen t o motor c a r r i e r s i n r e l a t i o n t o r a i l r o a d s i f 

17 t h re wer' , f c r exa i r f^ , an I n c r e a s e i n f u e l p r i c e s . 

18 Ccul f you e x p l a i n a l i t t l e mor«^ f u l l y why t h e j e i s a 

19 d i -^fer betwee:. what would happen *^ r ^ i l - ' what 

20 would happen rc t r u c k I n t he case of an I n c r e a s e I n f u e l 

21 p r i c e s ? 

22 a I f you take 100 t r a i l e r s on a n o r r a l "̂ Ĉ-ear 

23 TC'-T t r a i n ani tho a d d i t i o n a l f u e l t h i t wcu:.? ̂--̂  

24 ' r. v r i r •̂ •d e f u e l ccsts t b a t would b-̂  i n c u r r e d , V'=.reu.'̂  

25 motor c a r r i o r r i g s moving o-/er t.' d at f i -

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W-, WASHINGTON, D.C. 20001 (202) 628-9300 



n 

9 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8195 

g a l l o n , I t h i n k e c o s t d i f f a r'^nt i - 1 i s s u b s t a n t i a l . 

YP . PATNF.P^ I have nc . u r f - e r qnotr.)-i ens. 

Thank ycu vory much. 

JUDGE f^OPflNS; s. Feed? 

3Y YS. 5 FED*. 

Q Good m o r n i n g , " r . Shum. Yy name i s '*ary Peed, 

^ i ^ ^ ^ P appear i n g on b e h a l f o f tha U.'̂  Department o f 

T r a n s p o r t a t i o n . I j u s t have a couple cf f c l l c w u p 

q u e s t i o n s t o "r - . R?.tner's. 

Ycu s a i u t h a t 75 percent of TCtC t r a f f i c was 

u n d er c o n t r a c t . I s t h a t c o r r e c t ? 

A I s a id i r excess of 75 p e r c e n t cn the " r i c n 

P a c i f i c IS under c c n t r a c t . 

3 Do you know wha* the l - -ng th of t h o n t r a c t s 

a re ? 

A They w i l l va ry f r c n cne t o t h r e e to f i v e 

y ea r s . 

0 W c u l : you -ay f - a m a j o r i t y o f the c o n * r a c t s 

ar--̂  f o r over cne year? 

^ K o , T would j a v * he r a j o r i t y are f o r p r o b a b l y 

an anil u a l c o n t r a c t . 

3 And t h a t would t-v.; a t an e s t a b l i s h e d or a se t 

r a t e , one r a t e ? 

s The c o n t r a c t , our cont rac r 

a d j u s t m e n t s on ten d a y s ' n e t i c o . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST, N.W., WA'HINGTON, D.C. 20001 (202) 628-9300 

n n n n 
JU u u » a/I fa > 

it. 



8196 

1 C A d j u s t m e n t s i n r a . e s ? 

2 A A d j u - : m e n t £ , an-̂  t h i t c o u l d he - ^ - r up cr 

3 down, dfepending upon t h e c c m p e t i t i v - ^ s i t u a t i o n . 

* 3 What ar-e the c r i t e r i a f o r a d j u s t i n g the r a t e s 

5 up or down? I s i t t o t a l l y a t the r a i l r o a d ' s d i s c r e t i o n " 

6 A C o m p e t i t i c n . I . , o t h o r words , t c remain 

7 c o m p e t i t i v e w i t h i n t h e m a r k e t p l a c e you may have t c take 

8 t l ; v r a t e s down. I n e t h e r words , i f t he Southern P a c i f i c 

9 c r th = Santa "-^ would announce a decrease i r . t h e i r 

10 r a t e s , we would have t o assess t h a t , and i f we d i d meet 

11 i t , t h e n we would o f n e c e s s i t y a d j u s t our c o n t r a c t 

^ ^ ' P l B ^ l J B B l l l l ^rid i n t h i s p a r t i c u l a r i n s t a n c e where 4^ t cok t h e 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

?5 

r a t e s up f l C , we'd g i v e cur c o n t r a c t c i d e r s t en days ' 

n o t i c a , and n e e t h e r a t e s f | 7 0 . 

3 Does the c e n t . a c t a l s o a l l o w you to t5ke i n t o 

c c n s i i e t a t i o n changes i n motor c a r r i e r r a t e s ? 

A I c i s n o t s p e c i f i c a l l y . ' -* i t?d i n t - * f a s h i o n . 

3 Jus t any c o m p e t i t i v - e changes? 

A Yes . 

Q Now, you alBC I n d i c a t e d t o " r . ^ a tne r *' - * * ' 

Santa .-e v i l l : -.k - ""OFC t r - ^ f f i c t o C h i c a g o , : r ' * * t 

w i l l b r i n g back t h e empty t r a i l e r s to Los Angeles and 

move them up t o t h e Pay a r e a . I s t h a t c o r r e c t ? 

A N c . 

? F x c e e me. 

ALDFRSON REPORTING COMPANY, INC. 
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mgm 
cad^BHP 

^ Tile Santa F e ' s r a t e s on the p e r i J bab ies they 

hand] ? , " I s n a n l a t e d i n t h e r a t e s t r u c t - j r e t h a t the 

p e r i s h d b l e s h i p p e r w i l l r e c e i v e a r a t e p r e d i c a t e d upon 

t h e i r moving the p e r i s h a b l e s t c C h i c a g o , as an example . 

Th.--n •:hey must r e l o a d t h a t t r a i l e r w i t h domes t i c ^ r e i - r h t 

and move i t back t o C a l l f o r n l d over *he Santa Fe. 

The mov a ment bark to C a l i f o r n i a may be t c Los 

Ance les cr i t may Le t o t l i e Bay a r e a . I f i t i . ~ to l o t 

A n g e l e s , the ^anta Fe then o f f e r s t o rrove the r a i l 

t r a i l e r s f r o m Los A n g e l e j back t o t he p r o d u c i n g area by 

r a i l , and then they wculd mcve i t empty f r o m Les . ' r g e l e s 

up to r e p o s i t i o n i t f o r the nex t l o a d . 

Hut the s h i p p e r has a c h o i c e c f IcadJ 

b a c i T T o ^ i t h e r Los Angeles or *he Pay area? 

A ? . i . . 

0 Now, on Page i n t he f i r s t f u l l p a r a g r a p h , 

you I n d i c a t e t h a t the g r o w t h i n TOFC t r a f f i c came 

p r i m a r i l y as a r e s u l t o f d e r e g u l a t i o n . Could you * e i l 

rn*' whether t h e r a i l r o a d s took t r a f f i c t h a t was moving i n 

boxcars a n i ^ * a r t e d h a n d l i n g t h a t "̂ OFC t r a f f i c ? 

A I f ' - ^ l a g r e a t - - muc^ - - ihe-re were 

" • i v e r s i o n s f r o m boxcar t c TOFC. The r a i l r o a d s 

hemselves d i d not n e c e s s a r i l y do t h i s , bu t tne 

consol idatcr . - . - vhr have c o n t r a c t s w i t h tha r a i l - . oa - ' s >ncve 

some o f t h a t t r a f f i c f r c m bcxcar i n t o TOFC s T v i c e . 
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'Do you know how much of the TOFC t r - ' f f i c came 

from bcxcar service versus coming fro-^ notor c a r r i e r ? 

A I do not know. 

3 'ou also i n d i c a t e d e a r l i e r that. TOfC t - a f f i c 

i s high volume, low p r o f i t t r a f f i c . Would that be true 

throughout the F'.>-PAIL system? 

A PACFAIL being the Union Pacific/.'-iisEouri 

Paclf i c ? 

3 Yes, s i r . 

A Yes, tha t ' s t r u e . 

3 Vow, p r i o r to d e r e g u l a t i o n , was TCFC t r a f f i c a 

higher p r o f i t t r a f f i c ? Ycu say t h a t i t i s low p r o f i t 

t r a f f i c t o d a y . Was I t h i j h e r p r i o r to deregula t ion? 

A T h a t ' s hard to .say. I d i . n ' t t h ink we had on 

th-- Un i o P a c i f i c t .ie soph i s t i c a t ed c o s t i n g systems tha t 

vc- do today. T would say probably no*. I t mioht have 

be-an because the volumes we were handl ing at t ha t time 

w -e s u b s t a n t i a l l y l ( .ow. 'ut 

r Ion *t ^ 

dereg-Jlation did f e s t e r seme i'^tonse ccmp .^t i t ion__ 

i n i t i a l l y , so T cannot answtr your qunstion. ^ 

know f o r c e r t a i n . 

3 Now at the top of Page 7, ycu I n d i c a t e t ) i t 

t h i s competition between TOFC and COFC service of one 

r a i l r o id and tne boxcar and IGFC/CCF- f another 

r,-iilroad c o n t i n u t s to be ci r e a l i t y i n the m c:: 

ALDE:",ON REPORTING COMPANY, INC. 
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C a l i f o r n i a . Does t h i s mean t h a t the '^cuthern P a c i f i c 

competes f o r boxcar t r a f f i c from t he Santa Fe 

e x c l u s i v e l y served p o i n t ? 

A You mean i n TCFC s e r v i c e ? 

3 Yes, s i r . 

3 Do you know whether c r nc': the 1 'e i ther n 

F a c i f i c comi 3tes f o ^ Santa Fe boxca r t r a f f i c v i a t h e i r 

own boxcar a l l r a i l s e r v i c e ? 

A Yes , each of t he r a i l r c : . j : i p * - l e i n t o n s e l y 

w i t h each o the r f o r bo;:ear and " O ' ' ' - r v l c o . 

3 And how would t h e y comp. or t h i s t r . i * f : < - , 

s i n c e tney d o n ' t have d i r e c t r a i l acc^-sc t c the 

sh i ppe r? 

?. TOFC. 

0 Do they compete f c r t h L s t r a f l A C i f i t i s not 

moving TCFC? 

A I f i t i.c open to r o c a l £ w i * c h i n g , *hey 

w o u l d , ^ ^ ^ ^ 

3 ̂ ^ ^ r l ? ' t her e any o t h e r ways t h a t t h e y can compete 

f o r t h i s t r a f f i c ? 

A No. 

3 What about t ' • - * - • 

A W e l l , yoE., but no r m a l l y beccr 

c c s t , and unless t h e r e wi;: some p a r t i c u l a r . f c r 

AIDERSON REPORTING COMPANV, INC. 
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u u f -



8200 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the customer to do t h a t , i t wou ldn ' t make - - i t hasn ' t 

be*>n l o n e e x t e n s i v e l y . 

C Team t r a c k s are not used very much today? 

A Not I f the customer i s served w i t h a s i d i n g . 

3 !<ow, i s the Santa Fo considered to have the 

f a s t e s t "̂ OFC s e r v i c e f rcm the Pay area to Chicagc ' 

A Yos. 

3 Do you krow what t h e i r t r a n s i t t ime i s? 

A Not e x a c t l y . I t i s t h i r d mornino. 

3 T h - . v o * - i f . - | d i » r t o * h o ~ a n » - ^ 

Fe by a c e r t a i n time I n t : • - • -,:.? 

A The Santa Fe may have d i f f e - e n t S2 

d i f f e r e n t schedulos . I -m not f a m i l i a r w i t h what they 

a r e . I t h i n k they have mere than cne. 

Q What i s the t r a n s i t t ime of the Union 

P a c i f i c ? 

A I t i s comparable, th . i rd morning. 

3 Do you know what the transi* *ime of th-r 

South=>rn Pacific is over the Denver Pio e-^.-s •> 

A Not • ' ' y , but T woul ' v i ' - u a l i z e i t wculd 

a lsc be c o m p e t i t i v e . 

3 ziut you d o n ' t know f - r si^re what thi ; t r : i n s i t 

t ime i s? 

A No . 

3 Do yo-u know whether tho . hern P. 
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handles any TCFC t r a f f i c o v e r i t s s o u t h e r n r o u t e t c 

C h i c « g ' - ' 

A I t i s isy o p i n i o n they d c . 

0 Do you know how much t r a f f i c ? 

A No . 

0 Do yc u know whether t he o a j o r i t y o f th 

t r a f f i c they would h a n d l » would be over t h e c e n t r a l 

c c r r i d c r v e r s u r t h e i r s o u t h e r n r o u t e ? 

A I t h i n k t he m a j o r i t y would - - my p e r c e p t i o n i s 

t h a t t h e m a l o r i t v would mov.-̂  over t h e i r l o n e h a u l r c u t a . 

3 Do vcu know how the Southern F a c i f i c ' s * r a n s i t 

t i m e aver i t s s o u t h e r n r o u t e compares w i t h t h e Santa 

Fe ' s t o Chicago? 

A I t h i n K i t w^u ld be t h i r d m c - • . 

Q Now, i n the la." :̂ -*ence i n t he i n c c i r p l e t e 

paragraph on "age 7 , ycu s t a t e t h a t , " " ^ i T i l a r l y , ' ' n ion 

Pac i f io ' - - ^ ' - o n - r a l c o r r i - ' o r r c i * : t e c c i r c u i t o u s t o 

compete w i t h - cn P a c i f i c f c r 

.JFC/CCFC t r a i f i c I n t h e C a l i f o r n i a , "^exas, and beyon-' 

c o r r i d cr . " 

In your o p i n i o n , how much c i r c u i t y can be 

t o l e r a t e d on TOFC t r a f f i c befo-re i t becomes 

non- ' -on-p*r t i t ive? 

A In our t r a f f i c s t u d i e s , we f e l t t h a t a n y t h i n a 

i n excess c f t f pe r cen t was n o n - c o m p e t i t i v e . 

ALDERSON REPORTING COMPANY, INC. 
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1 0 And you agreed with that conclusion? 

2 A (Nods af f i r m a t i v - ^ l y . ) 

3 Q What was the basis f o r 18 percent versus seme 

* other percen t • *> 

5 A T ; was a value judgment, as I understand i t . 

6 3 At the top of Page 13, you r e f s r to an example 

' where a |20 increase i n TOFC rates r e s u l t e d i n a 

8 decrease i n t r a f f i c . Wouli t h a t decrease i n t r a f f i c be 

9 both t c other r a i l r e a d s and to motor c a r r i e r s ? 

10 A P r i m a r i l y to other r a i l r o a d s . 

11 Q Havo you ever done any studies to determine 

12 what happens to t r a f f i c when the Unioi; F a c i f i c i n . 5 

13 i t s r a t e s on TOFC? 

1* A Vhen i t increases i t or decreases i t ? 

15 3 Increases i t e r a t e s . 

Io A I am not c e r t a i n I understai d the questi o n . 

17 I f Union F a c i f i c would incre-.se t h e i r rates by 

18 t"- ' - ^ Ives and no one woul i follow? 

19 0 Yes, s i r . 

20 A We would l o s e t r a f f i c , and then i f we 

21 announced a r a t e i n c r e a s e , which V*J h ^ •. , . • * ' : say 

22 s p e c i f i c a l l y i n t h e n o r t h - s o u t h c o r r i d o r , as c f *arch 

23 i . - t we are g o i n g t o t r y t o take a 5 p e r c e n t i n c r e a s e , i f 

24 our r a i l c o m p e t i t i o n f o l l o w s , we w i l l take t h a t 

25 i n c r ^ i s e . I f they do not f o l l o w , we would have t o 

ALDEK:iON REPORTING COMPANY. INC. 
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cancel the ra to increase on the Union P a c i f i c probably 

by tha next day a f t e r the e f f e c t i v e l i t e was announced. 

Q I s i t g e n e r a l l y the case t h a t when the Union 

P a c i f i c imposes a ra te i nc rease , t ha t the o ther 

r a i l r o a d s also take a ra te increase? 

A f o , that i s not *he case. 

Q Would you say i n most cases tha t tha t does not 

hap pel? JMjjll^ 

A We h a W I had a groat deal . - success i n 

gotti^^-T --.•-p increases e f f e c t e d , so I would •^-'v r-^rc-^-iy 

tha t i s t r u e . 

3 Now, F r . Wilson r e c e n t l y touched on 

min i l andbr idge * - ' * ' ' i c , and I have a f"w Questions i n 

tha-^ area. Does the Union F a c i f i c landle s u b s t a n t i a l 

voluinas of m i n i l a n d b r i d g e t r a f f . i c from Oakland? 

A Y e s . 

3 Wher-̂  ices t h a t t r a f f i c go to? 

A Y i n i l a n d b r i d g e t r a f f i c u sually goes to the 

east r c a s t , the N'ew York area, Fcston. 

3 Does i t also go to Chicago? 

A Yes, hut they c a l l i * n i c r c h r i d g e . 

3 Do you handle any minilandbridge t r a f f i c out 

of Los Angele'-? 

A Yes. 

3 'nd where does t h a t oo to? 

ALDERSON REPORTING CO.MPANY. INC. 

20 F ST., N.W.. WASHINGTON, D.C 20001 (202) 628-9300 
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1 A To the east coast. 

2 3 No.', do you handle microbri-?ge t r a f f i c out of 

3 Los Angeles? 

4 A To Chicago. 

5 3 What about out o'' Portland? 

6 A Yes. We handle bcth minilandbridge and 

7 microhridge t r a f f i c . 

8 0 Sow, l a s Unicn P a c i f i c ever s o l i c i t e d 

9 minilandbridge' t r a f f i c cut of Oakland tc the Gulf? 

10 ^ ^ ^ ^ We have ende^... ' *c -- we have made several 

11 r a t e proposals to various steamship l i n e s . We have 

12 never gotten any t r a f f i c , because we were never p r i c e 

13 competitive cr service competitive. 

14 3 ]5ave you •^ver s o l i c i t e d any t r a f f i c , 

15 minilandbridge t r a f f i c from -che port of I ' 

16 Gulf? 

17 ' A No, no t t h a t I can remember. ?fost s teamshlo 

18 l i n e s would no t u j e t h a t p e r t . They w c u l d use l o s 

19 A n c o i a s . 

20 Q Do you know whether the T u r l i n g t o n .•orthtrn 

21 handles any minilandbridge t r a f f i c frcm S e a t t l e to *.ie 

22 Gulf? 

23 A Not t h a t I am aware o f . 

24 MS. RFED* Thank you very much. 

25 JUDGE FOPKIN ; : r . Yac.Koaele 

ALDEPSON REPORTING COMPANY. INC. 
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BY «R. VINCEN'i MAC KENZIEi 

3 !»r. Shum, I am Vincent !*acKenzle, r eWi ' i e f i ' ^mg 

the S ta te of C a l i f o r n i a . A few quest ions on food 

p r i c e s , f i r s t o f a l l . 

You i n d i c a t e on Page IU tha t motor c a r r i e r s 

w i l l s u f f e r a major setback i n r e l a t i o n t o r a i l r o a d s i f 

thora I s an increase i n f u « l p r i c e s . Would the converse 

be t rue? 

A The converse b e i \ g i f the f u e l p r ices 

decro=^ '-©••»? 

Q T e s . 

A We l l , I think i t i s f a i c to s t a t e t h a t the 

r a i l i n d u s t r y has a lower ccst f o r f u t l as f a r as the 

movement f goods, so i f the prices increase, f u e l 

prices increa.--;, the r a i l r o a d s beccmt much more 

co m p e t i t i v e . I f the f u e l prices decr-^ase, they s t i l l 

r e t a i n t h a t advantage of p r o d u c t i v i t y . 

3 I f tbe reduction i n o i l p r i c e s t h a t i s 

procnosed by the o i l ex,^-: occurs i n the t u t u r e , who 

w i l l b e n e f i t mostly then by t h i s , the motor c a r r i e r s or 

the trucks? 

A Ycu mean the motor c a r r i e r s or the r a i l 

indust ry? 

3 T am s o r r y , the motor c a r r i e r s or the r a i l 

I n d u s t r y . Thank ycu. 
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A I would guess the motor c a r r i e r s would b e n e f i t 

t h -• •" 0 r t . 

3 I s t h a t j ecause the f u e l p r i c e s cer t o n m i l e 

would ^e reduced g r e a t e r f c r t r u c k s t h a n f o r r a i l ? 

A I t i s my p e r c e p t i o n t h a t f u - l would be a 

g r e a t e r pe rcen tage o f t h e i r c o s t than i t would be f c r 

r a i l , so i t wcul- ' s t and t o reason t h a t t h - y would 

ben ef i t grea t t r . 

3 You =!nswered a a u o s t i o n c f " r . ' 'e*n.-r r e l a t e d 

t o where t h e T'.rC c--- . ...on was i n C a l i f c r n i a , and one 

o f the r a i l r o a d s ycu - e n t i c n e d w - B u r l i n g t o n 

N o r t h - - r n . I s t h a t i n c l u d i n c n o r t h - s o u t h t r a f f i c ? 

A The q u e s t i o n wa - , what r a i l r e a d s dr^^ " n i o n 

P a c i f i c compe* ^ w i t h c r a - • * , ?-"d 7 namtd t - - 1 i n 

the w e - t . Th- F u r l m g t o n . c r t h - ^ r n i s net i n '"-̂  1 i *>-r n i i 

as a m a j o r c o m p e t i t o r . 

3 So * h o i r connect- icn i n n c r t h e r n C a l i f o r n i a 

loes n o t p r o v i d e any ccm; . cn to ycu as f a r as ICFC 

t r - . f f i c i s concernort? 

A -.0 ' p p r a c i a l ' - * i t i c n . 

;'. p . V ^ ^ PC '' . ~ y e u . 

JFDC; . . : l ' . 7 i r.C * h a t a l l ? Do you , , .-• any, 

Yr . ^oacb? 

zB. a ?CP.C'-i Very : Your '-onor. 

- p n J p -r 'T' r V -

ALDERSON REPORTING COMPANY, INC. 
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1 BY "P. FOACFi 

2 2 Yr. Shum, Yr. Wilson asked you whether truck 

3 competition was not a f a c t o r i n t h ^ Ccmmis.iion's 

* d e c i s i o n to deregulate "^ep^. Lo you r e c a l l that? 

5 A Yes, s i r . 

6 0 And you said that i t was a f a c t o r . I s t h a t 

7 r i c h t ? 

8 A Yes. 

9 Q To your k n o w l e d g e , was the e x i s t e n c e o f 

10 i r t e n - e r a i l c o m p e t i t i c n , i n t r a n o d a l c o m p e t i t i o n betwaon 

11 r a i l r o a d s , a l s o a f a c t c r i n the Commiss ion ' s d e c i ' l ' ^ n ? 

12 A Y e s , i t was . 

13 Q Do you know which ŵ  _ more i r p o r t a n t t o the 

14 Commission? 

15 A No, s i r , I do ne t 

16 Q Or. '^age 7 , a t the hn*tom, yeu o x p r e - s e d t he 

17 j udgmen t t h a t r a i l TOFC/COFC r a t e s f o r l o n g d i s t a n c e 

18 h a u l s are s i g n i f i c a n t l y b - l o w the g e n - ; r a l l y p r e v a i l i n g 

19 mcto" c a r r i e r r a t e s , and " r . N ' i l son asked ycu whi-ther a 

20 r z m t h a t i s net t he s e r v i c e d i f f e r - - 1 b- twean 

21 t h - tw Do ycu r e c a l l tha t? 

22 ft Yes, s i r . 

23 3 And you s a i d th • *^' ; : - - - v i e - -; f f er en * i a l i s 

24 a f a c t c r . I s • . r i g h t ? 

25 A Y e s . 

ALDERSON REPORTIN' V.OMPANY, INC. 
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Q I n ycu j u d g m e n t , i s the c o s t d i f f e r e n t i a l 
0 

•hetwesn t h e two modes the ".est i m p o r t a n t ' ' :: ? 

A T would say i t i s a major f a c t o r . I am not 

c e r t a i n i t i s the most i m p o r t a n t f a c t o r . 

Q I s t h e r e a s i g n i f i c a n t c o s t d i f f e r e n * I ? 1 I n 

your j udgment? 

A I t h i n k t h e r e i s a d i f f e r e n c e i n t h e r a t e 

between TOFC and meter c a r r i e r , y e s . 

3 And s p e c i f i c a l l y in terms of c o s t , i s n ' t i t 

the Ci se that the ra l l road .e have a lower cos t for long 

h a u l movements of T'^FC t r a f f i c comparod t c th-^ t r u c k s , 

in your judgment? HHIIP 
i f? - W I l ^ C N ; O b j - ^ c t i c n , Your H o n e . Th^* ic a 

l ead ing q u e s t i o n . ' 4 l | l i M R P 

JUDGF HOFK''," . ; : ' : r q u i t e l e a d i n g , Y r . 

Reach. Why d o n ' t you t u r n i t around and ask the 

q u -7 st i c n . 

PY " P . ROACH* Cesumin-^) 

3 I n your j u d g - r e n t , dc tne r a i l r o a d s have a 

s i g n i f i c a n t c c s t adv.antc. • I n l o n g h a u l TCFC over the 

t r u ci<; 3 ? 

KP. WILSON* O b j ' ^ c t i o n , Your Ho:,or. I t h i n k 

i t i s s t i l l i - i a d i n g . 

JUDC". HOPKINS* I am lo . z a l l c w i t , 

can -?c on f o r e v e r . L e t him answer th-- q u - ^ s t i o n . 

ALDERSON REPORTING COMPANY INC. 

20 F CT., N.W., WASHINGTOK, D.C. 20001 (202) 628-9300 
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mm 
Go ah ead . 

THE WITNESS: Yes, t h a t i s true 

YP. ROACH: That i s a l l . 

JUDGE HOPKINS; Anything f u r t h e r ? 

SE. WILSON: Yos, I guess I do have a question 

or *wo, since we brought up the ICC decision about 

"t'ii'ttfi^'i^'' 

d e r e g j l a t i n g TOFC/COFC t r a f f i c . 

RECP.OSS EY.f I ' . INA^IC 

YP. kilLSONi 

Are you aware t h a t i n t h a t d e c i s i o n the ICC 

sa id no one b i l o u s l y q u e s t i o n e d the ex-.stence c f 

vi-^orouE c •'f -.1 t l cn betw^er T C, COFC, and motor 

car r" - -o : :v l c = , t h a t the c o m p e t i t i v f - n a t u r e ef t r a i l e r 

on conta in- 'C "-ovements h a r d l y can be opr-.i tc * ion? 

The f i r s t q u e s t i o n , w-re / - u aware t h a ' . t h e ICC made 

those f i . - i i l n a s I n i t s dec^ i 

A Yes . 

3 ^o yeu agree w i t h these f i n a i n g s ? 

A Yes. 

YR. VTLSCV; Th ink y - u . 

JUD-^F HOP- a l l ? 

YP. POACH i l h a t i : : - 1 i . 

JUDGf HOPKINS; "ou -^re t->xcus--'d , s i r . 

( W i t n • ' . ) 

JUD-GF "Opi^IN<=;; ^̂ o you r vo t h ; 

ALDERSON REPORTING COMPANY. INC. 
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h i s t e s t i m o n y ? 

MR. FOACH: T move t h e admission of Yr. ' s 

r e v i s e d state.-.^nt. 

JUDGE HOPKINS; Any o b j e c t i o n ? 

HF. WILSON* No c b j e c t i c n . 

JUDGE HOPKINS; I t w i l l he r e c e i v e d i n 

eviden ce . 

L e t ' s t ^ k e a 15-minu te r ece s s b e f o r e we stai . * 

the Denver and Fi.o Crande. 

(Wh" reupon , a b r i e f recess was t a k e n . ) 

JUDGE HOt'KrKS: Pack on t h e r e c o r d . 

W h »-'r o 3 p 0 n , 

WILLIrt"' J . HOLTMAN 

was C i l l e d as a w i t n e s : . , ar.d hav ing h---en f i r . ' y 

sworn , t ook tn-.- s t a n d , and was exa.tiined and t e s t i f i e d as 

follow Ei 

DIF.ECT FX.«.fTNATIO% 

' •"• a PPF.TT YYAV< 

Q ?̂ l . '^-'j.tmar., do ycu have b e f o r e ycu a dccu:i---nt 

e n t i t l e d V e r i f i e d Statemen* o-̂  W i l l i a m J . Hcltma n and 

m^r-ked DRGW-1!*, Volumo 1? 

A Yes, s i r . 

3 Does t h a t s t a t e " • * - o n s t l t u t e your t - ony 

i n t h i s o r o c e e d i n g ? 

ALDERSON REPORTING COMPANY INC. 

20 F ST., N.W., WASHINGTON, D.C. 200C ! (202 628-9300 
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Q I s i t t r u e and c o r r e c t t o t h e b e s t - - f your 

knowledge and b e l i e f ? 

A Yes, s i r . 

Q Do you have any c o r r e c t i o n s t o make i n i t ? 

A ' I o , d r . 

' 'R . PBETTYPAYt "ho w i t n e s s i s a v a i l a b l e f c r 

c r^sc IT i n a t- 'on , Your Honor . 

JUDGE KOFKI!<''~x r . S t e i - ' enscn are you g o i n i 

t o han^'le i t ? 4 

YR . STE''"FN£CN» ^er , I a.:,. Your Honor . 

CPC • •• • • 'NA- 'ON 

r-Y STEPHEV^.?;;; t 

3 Gooj roornin-:, " r . H o l t m a n . 

Your Honor, -it * h i s t i n e I wculd l i > - ' t r hav 

marked f o r i d ^ r * i f i c a t i o n f o u r e x h i b i t s . I am n o t g c i n g 

t o re u s i n g them a l l r i g h t now, bu t I t h o u g h t I m i g h t a 

we^l Lave them i d ' - - * i f i e d 1';r *he record, - "hon I 

w' ' t !-avo t o s t o p i n b- ' t --'----n. 

The f i r s t documont i c S u p p l e m - n t a l TC ^ i r e nt 

?̂  - r 19^^^ b'=-twe.-n a n i DtPC. " - i s 

SFSF-C -113 . 

JUDGE ( i O r v T v - . That i s r i g . i t . I t w i l l be 

•-̂ -3 f o r id<--nt i f i c a t i o n . 

('''he documtn* r'^le-- -c 

V a .•:: '* a r k e d for 

ALDERSON REPORTING COMPANY, INC. 
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i - ' en t i f i c a t i o i . as E x h i b i t 

Number SFSP-C-113.) 

MR. STEPHENSON; Th? nex t document i s a graph 

sh:wia<- coiamercia l f r e i g h t c a r l o a d s i n t e r c h a n g e d 

a n n u a l l y . Tha* w i l l be SF*=^P-C-im. 

JUDGF •'OPKIS'^.: That w i l l be marked f o r 

i d e n t i f i c a t i o n . 

(The document r e f e r r e d to 

was marke i f o r 

i d e n t i f i c a t i o n as E x h i b i t 

Number SFSP-C-1 l u . ) 

MP. STEPHENSON': " h - t h i r d document i s Counse l 

% e n u o r ' - h t i n t r rc h a e d 

-., 19S1 to 1931 . 

E x h i b i t 115, and t h a t i s 

between SP and d l ?Z at 

JUDGE KCt .V iv ' ; 

i d e n t i f i c a t i o n . 

w i l l be marke,! f c r 

(Tb. - -n t r^ - - • d t o 

was r . ' -r 

i d e n t i f i c a t i o n as F x h i t i t 

Humber SFSP-r - l 1 . ) 

»R . STE' 'HFNfC : 

i d e n t i f i c a t i o n as SFSP-C-116, 1583 D?.-" revenue 

t r a f f i c . 

JUDGF Hr^F'^I^'^: w i l l be ma ' e r 

i d n * l e a t i o n . 

ALDERSON REPORTING COMPANY, INC. 
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(The document r e f e r r e d tc 

was marked f o r 

i'^ e n t i f ica t i o n as E x h i b i t 

Number SFSP-C-llf.) 

BY HP. ST-EPHENSON'; (Pesuming) 

Q Mr. hcltman, at the time Rio Crande f i l e d i t s 

responsive appl ic-=> t i o n i n *his case, you w«̂ -re the 

chairman and chief executive o f f i c e r c the companV 

A Yes, s i r . 

0 And that i s . s t i l l your t i t l e ? 

A Yes, s i r . 

3 Do you have the same r e s p o n s i b i l i t i e s tc-lay 

t h a t y cu d i d thon? 

res. 

rponsib i l i t i - s ? 

d d i r e c t i o n c f the 

And what =ire tho . 

A Gene ra l ma-

company . 

3 Would you say t h a t ycu w : -he c h i e f p o l i c y 

o f f i c e r o f t h ---"pany • • ^ * t ime? 

A s i r . 

0 Can you g i v o us ycur p o c i f i c n e wi* ; . * : 

r;r--'nd? over tho t-^st t e n years? 

A For the cas t ten y- ' have p r o b a b l y t ••:^ 

v i c o -.:.esi of a d m i n i s t r a t i o n , e x e - u t i v e v i c e 

p r - f s i d e n t • - ' - r a i manager, and th ' ' • • . 

ALDERSON REPORTING COMPANY INC. 
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1 3 Were you made cha i rman a t *he same t ime you 

2 became p r e s i d e n t ? 

3 A ^^o, about twc yea r s l a t e r . 

* Q D i d you as t h e c h i e f p o l i c y o f f i c e r of Pio 

5 Grande i n 1983 and 198U make the f i n a l d e c i s i o r and 

8 reco-mi enda t i o n t o F l o Grande ' s board o f d i r e c t o r s t o 

f oppose t h e Santa F e - S o u t h e r n P a c i f i c - e r g e r ? 

8 A Y e s , s i r . 

9 3 Were you alsc the one t o recommend to the 

10 board the t i l i n g of Df-^G's responsive a p p l i c a t i c n ? 

11 A Yes, s i r . 

12 Q :̂ as t h e r e been any chango I n Pio G r ' ^ f - ^ ' s 

13 p o s i t i o n as a r e s u l t o f i t s recen-'- a c c i - i s l t i o n hy the 

1* A n s c h j t z i n t e r r-St.e 

15 A No, s i r . 

16 3 What i s Rio Grande 's most p r o f e r r e d n o s i t i c n , 

17 t h a t t h e merger be aen i^d o u t r i g h t or t h a t i t be g r a n t e d 

18 w i t h R i o G r a n d e ' s r e s p o n s i v e a p p l i c a t i o n al.so approved? 

19 A Denied o u t r i • ^ h t . 

20 Q Until Pic Cr?.nde c^ d track? •'• • 

21 betwa?n Pueblo a n i Kansas C i t y i n -he UP c a s e , i t was 

22 b a s i c a l l y about an 1 , 8 0 0 - m i l e r a i l r o - ; ! . I s n ' t t h a t 

23 r i 7 h t ? 

24 A Yes. 

25 0 And of *i^*, .°ro miles, ipprcxima- r-.l* 

ALDERSON REPORTING COMPANY, INC. 

20 F ST, N.W., WASHIN-iTON, D C. 20001 (202) 628-9300 
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1 were n a l n l i n e and h a l f were m a j o r b ranch l i n e s ? 

2 A T h a t ' s c o r r e c t . 

3 3 And the t r a c k a g e r i g h t s t h a t you ga ined i n t h e 

< UP case over t h e '<P added about 500 m i l e s t o your 

5 opera t ions ? 

6 A That i s c o r r e c t . 

7 3 Yaking ycur combined operation tcday 

8 approximately 2,400 miles; 

f̂fllMlK̂llMlH! 
10 3 And i n t h e u n l i k - = l y event t h a t t h e ICC were t o 

11 g ran t your r e s p o n s i v e a p p l i c a t i o n i n t h i s case , you 

12 would be a c q u i r i n g a p p r o x i m a t e l y 1,260 m i l e s o f 

13 r i g h t - o f - w a y and o u t r i g h t and 1,206 m i l e s o f t r a c k a g i 

14 r i g h t s , c o r r e c * ? 

15 Y'n. PPETTYY.AN; I ascumo. Your Honor, t S H H i ^ i ^ P 

16 t n a t u n l i k e l y - v ^ n t i s n o t . a p a r t o f t h e q u e s t i o n . T^^at 

17 i s , t h e w i t n e s e do.rS nc* '-.•:ve t c assume t h a t . 

18 ?5F. : . •.•>,•>; ^ . - i l l t a k e t h a t 

19 charac t e r i z a t i . - ' n ou* o f the q u e s t i o n . 

20 JUDC'=' HOPKIN'S; Thank y o u . 

21 T'HE Wl" , ; - , . l y event 

22 t h ; t t hey do , - o u r answer i s c o r r e c t . 

23 BY MP. STEPHENSON* (Resuming) 

24 0 Th- : . : u r e i s c o r r e c * ? I t i ? approx : y 

25 2 ,460 m i l e s of * i o n a l e pera t i c - : --• * h at you would 
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go * ? 

A Yes, s i r . 

3 In view of the vast scope of your responsive 

a p p l l c r t i o n , d i d any members of Rio Grand- 's former 

board of d i r e c t o r s express concern to you about whether 

t o proceed wit h t h a t course or some other course? 

A »ic. 

YR. PRETTYMAN: Your Honor, I o b j e c t , i " the 

witness i s supposed tc assume tha^ scope. 

JUDGE HOPKINS; •"̂ .v- -^on't 'rf^ -*ust use sccpei 

" r . "^tpb-=>nson, so t h a t we d o n ' t have these o b j e c t i o n s 

back and f o r t h ? 

»R. S'̂ EP '̂Fl^SC^Iigi^ll r i c h t . 

EY STEPHENSON: ( R e - u ~ i : . i ) 

3 I n view c f t he f a c t t h a t your r - ' s r o n s i v e 

a p p l i c a t i c r . v o u l d have i n e f f e c t o v e r h i g h * doubled the 

s i z e c f your r a i l r c a d o p e r a t i o n s f r o m 2,U0C m i l e s t c 

U, -00 mlloc; , ^ . id any members o-̂  your former beard o f 

d i r e c t o r s exp res s conce rn about wh-^ther t'•^ proceed w i t h 

t h r e s p o n s i v e a p D l i c a t i o n ' 

A No, r i r . 

0 Did any o f t he board members ask wh-' ther t h e r e 

w^re -J ny a l t e r n a t i v e s t o t h e purchase an i t r a c k a g e 

r i g h t s p roposa l ? 

A I d o n ' t remember t h a t thor-= were any '^i-^-- .- t 

ALDERSON REPORTING COMPANY, INC. 
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q u o s t i o n s I n t h a t p a r t i c u l a r s e s s i o n . We d i s c u s s e d a l l 

p o s s i b l e a l t e r n a t i v e s , and the r ecommenda t ion- were 

t h e s e . 

Q A l l r i g h t . The a l l p o s s i b l e a l t e r n a t i v e s 

w o i l l i have i n c l u d e d such t h i n g s as p e t i t i o n s f o r 

I n d u s ion? 

A I do not t h i n k we d i s c u s s e d t h a t cne . 

3 Did you p r i o r t o makina a p r e s e n t a t i o n to the 

board c f d i r e c t o r s do any i ndependen t s t u d i e s or 

ana lyses o r has your s t a f f l o o k e d a t a l t e r n a t i v e s tc 

h e i c c r y s t a l i z e yo-ir t h i n k i n g f o r purposes o f making a 

recommendat ion t o the board? 

A I would say the o p e r a t i n c , t h e m a r k e t i m an l 

l e g a l people deve loped t h e concepts and *hose were 

p r e s e n t e d t o t h e board i n t h e fa^shion t h a t we j u s t 

d escr i bed . 

0 Now. when you s a i d , as you d i d a n-.nute c r so 

i g o , t h a t a l l a l t 5 r n a * i v e s were d i s cus sed w i t h th-- b c i r d 

o f d i r e c t o r s , . . - • these a l t e r .. . t i v e s tha* were b ieed 

upon a w r i t t e n r e p o r t c r a w r i t t e n se t o f a l t e r n a t i v e 

s c e n a r i o s p repared by your s t a f f peopl , wera they 

s imp ly o r a l d i s c u s s i o n s ? 
A O r a l d i s c u s s i o n s . 

0 Wad ycur p e o p l e , th-^ l e g a l , mark- d so 

o n , o p e r a t i n g p e o p l e , dono any w r i t t e n r e p o r t s to ycu o r 

ALDERSON RLPCRTING COMPANY, !NC. 
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1 f o r you t h a t o u t l i n e d various a l t e r n a t i v e scenarios th a t 

2 might be considered? 

3 A »io, s i r . 

• Q D i d t h e m a r k e t i n g , l e g a l , and o p e r a t i n g people 

5 sugges t or c o n s i d e r t i i e p o s s i b i l i t y o f a p e t i t i o n f c r 

6 i n c l u s i o n ? 

7 A I am sure t h e y d i d . I d o n ' t remember t h a t i t 

8 was d i s c u s s e d w i t h me I n any g r e a t d e t a i l . 

9 3 Did you c o n s i d e r reques- : lng Independen t 

10 r a t emak ln? a u t ^ - o r l t y over the combined SPSF system? 

11 A I f we c o n s i d e r e d i t , i t wou ld be r e j e c t e d 

'2 i m m e d i a t e l y , becausf o f t he c i r c u m s t a n c e s s u r r o u n d i n g 

13 t h i s case . 

14 3 Just to mako s u r i the record i s c l e a r , the 

15 independent ratemaklng a u t h o r i t y was the propondl that 

16 the Rio "-rande submitted to the Commi.^.-lon i n the 

17 UP/Y.P/WP merger case, was i t net? 

18 A That's c o r r e c t . 

19 Q And i t was a proposal th a t wculd have 

20 permit tod Pie ''•rande t o exercise Indepondent p r i c i n g 

21 i n i t i a t i v e s on j o i n t rates with the U? sy *o -̂ -1 

22 from Western P a c i f i c points i n C a l i f o r n i a ? 

23 A Yes, s i r . 

24 3 I n - r f e e t , the I ^ A i n t h e ' F case as i t was 

25 proposed by th-- ^ : - 'Grande would have p r o v i - - . 
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concu r r ence on the p a r t of the UP system t c m a i n t a i n 

j o i n t r a t e s w i t h P ic ' ' r a n d j c o v e r i n g any commodity f o r 

which t h e UF sys tem may m a i n t a i n a s i n g l e l i n e r a t e . 

I s n ' t t h a t i t ? 

A I d o n ' t knou about t h e any commodity f e a t u r e . 

I t h i n k i t was r e s t r i c t e d i n t he manner t h a t you 

m e n t i o n e d , and I t h i n k t h a t r e s t r i c t s a c e r t a i n number 

o f c o m m o d i t i e s , b u t I don ' ' , remember t h e d e t a i l s . 

3 ' Inder t h e IPA p r o p o s a l . P i c Grande c o u l d hav^ 

r a i s e ! or l o w o r e d i t s end o f t he j o i n t l i n e r a t e however 

i 1 wen ted t o . 

A W i t h i n l i m i t a t i o n s . 

3 But i t would have t o gua ran t ee . rn P a c i f i c 

o r tho Union P a c i f i c system a t l e a s t as much revenue as 

i t would be g o t t i n g on I t s own s i n g l e l i n e h a u l based 

upon i t s d i v i s i o n i n 1080. I s t h a t r i o h t ? 

A P l - i h t . 

3 The . o f t h i s Rio Gran i e IPA p r o p o s a l 

wou l l have been to p reven t tho UP system as I u n d e r s t a n d 

i n your arguments i n t h a t case f..>!c c l o s i n c o f f i t s 

p a r t i c i p a t i o n w i t h Rio Grande m the movement of t r a f f i c 

t o or f r o m Western P a c i f i c p o i n t s e i t h e r by c a n c o l l i n - j 

j o i n t r a t e s o u t r i -h t o r by r a i s i n g the j o i n t r a t e "c t h e 

p o i n t where I t would n e t be c o m p e t i t i v e . Wasn ' t t h a t 

th-". r- j -^pjse o f i t ? 
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A W e l l , t h a t migh t have been t h e n e t e f f e c t . 

The purpose was t o a m e l i o r a t e *he a n t i c o m p e t i t i v e 

r=>sul ts t h a t w-^re proposed i n the cas-^. 

3 W e l l , Wi.th the I p l ^ c e , the Pic Grande 

would have be^n c o i r p e t i t i v e at l e a s t r a t e w l s e w i t h tho 

UP sys t em, a n l i t .<c u l 1 h^ ve been up t o s h i p p e r s ?t t h a t 

po'.nt as t o wh.-;tner th.^y c h c s - t o use tha s i n g l e l i n e UP 

system or a j o i n t l i n e WP/^io '"rande j o i n t r a t e , j o i n t 

r o : *̂ ?̂ 

A W e l l , a g a i n , w i t h i n t z ^ r o s t r i c t i o n s of the 

IFA ac they p e r t a i n to c o r t a l n p o i n t s and cer*a i n 

c o m m o d i t i e s , the P io Gran-' ' t he o p p o r t u n i t y u ' " ' e r 

t : t o mak"- r a t e q u o t a t i o - r t h a t c o u l d have a* 1----.-t 

be-in competitive within the scope *hat T iuct ii(-r.z io'zc' . 

Q And i t wculd have f o r e c l o s e d , h i ' . ' i n c t h - * 

a b i l i t y t o quo te these r a f - s would hav-- c lose- ' tv,-^ 

Un.-icn f a c i f i c s y s t - n f r o m c l o s i n g o f f the aa*ew=!y t o 

p a r t i c i p a t i o n i n j o i n t r a f ' S w i t h W e ' Pio ''•'---:de. I c ' t 

*:- i^t c o r r - ' c t ' 

A I don't necessarily f o l l o w yeu tha t f a r i n 

ycur 3 t a t o m e r. t . 

Q Well, the a b i l i t y of the Pio Grande to be able 

tc quote ratos with the Wertern Paci-^ic would hav--

foreclosed tho Union c ^ c i ^ i c -v.cto"- f r - - i - y 

c 10 ci 'wa y , the i .n t e r c -
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Ric Grande f o r tho movement of j o i n t l i n e t r a f f i c ^ 

A W e l l , perhaps w i t h i n those very narrow 

r e s t r i c t i o n s t h a t we j u s t t a l k e d abour . 
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0 The h-=adi-c:- i n your b r i e f t c t h e ICC s a i d as 

f o l l o w - ; ""•h. f,̂ --, Grand-" ' - r < c u o - t f o r i ndependen t 

r a t e m a k l n g a u t h o r i t y p r e s e r v e s c o m p e t i t i v e o p t i o n s f c r 

C e n t r a l C o r r l - ' o r s h i p p e r s . " 

You a l s o s a i d , "Thr fcect Fn 1 Ii^A p r o v i d e s the 

s h i p p i n g p u b l i c c o m p e t i t i v < - r̂ . te and r o u t e a ± t er n a t i vf>.-, 

and t h e I R A previ-' '-'S an I m p o r t a n t c o m p e t i t i v e o f f r - * *o 

l o n a l i n e wes tern c a r r i e r s * s i n g l e l i n e p r i c i n g 

capabi l l t v . " 

I n view o f those p r e r l i — e d b e n e f i t s o f the 

D f C W / I P A c o n c - p t , you - - ^ l nona*' ' • t h i s 

caee w i t h a r - ' s p o n s i v e a p i i l i c a t i o n t h - ^ t , i n • * , 

double 3 the .size o f the ' ' i c Grande or t h a t w o u l d , i f 

awarded, dou;;l-^ t he s i z e c f th'-^ Rio Grand , n ' t tha* 

c c r rec t? 

A ''.•-a 

3 Did you c o n s i d e r c r d i d y o u - m a r k e t i n g and 

o p e r a t i n g i^ -g- i l people c o n s i d e r a 'CC t o f H V M P ^ 

r e q u i r e as a c - n d i t i o n to t h e merger t h a t S^SF ag*-oe t o 

a I c n c - t e r m e x t e n s i o n o f some fo rm c f • 

m s o l i c i t a - -

between Southern P a c i f i c and P io ; •:, 

A "'o, we •! i - i n c t , - ' y becau-

lo-g.= r be a f r i ' - n i l y c ^ n r o c t i c : - , 

t h a t would en rc - :. •. . -z- . t agr«»-- • 

•n t 

e x i 3 MIL. 

l l y 
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wor-tMoss as f a r as being enforceable or beino a 

meaningful answer to the compe t i t i ve needs of the 

r,hip?ers on tha wast coa-;t. 

3 W e l l , l e t ' s discuss t ha t agr--^ement f c r a 

seccnl . The aoresment was entered in*o i n .January of 

1933, about a month a f t e r the UP merger was consurama' 

i s n ' t tha t r i g h t ? 

A Yes, s i r . 

Q And sine--- t ha t time i t has been renege* bated 

severa 1 t imes . 

A T w i c e , 

Q In f a c t , the most rece.it r enegot ia ted vers ion 

i s what we have marked as Coun.-oi '- ' ^ v h i h i t SF S?-'" -1 13, 

i s n ' t that co r rec t ? 

A Y e s , s i r . 

3 Would you *hat b a s i c a l l y t h e purpose of 

the r e n e g o t i a t i o n s betw. ' i'. '> • : :• and S- • - • -^r 

ensure t h a t the ag:.eT..-nt h-.:. been f a i r »nd p r o f i t a b l ? 

t o both s i d e s , so t h a t both SP a n i Pio Gran :. - ^ e i r 

bo'-t ''f ,cr t.:. *: z \ k c \ -uccoss I n e - "'-st 

othe r r a i l r o a d ; : and tr\.?cks? 

A Yes, s i > . 

3 And a k i n q , t h e agr • • 

; , Rio Grande to use t h e i r b*̂  

c e r t a i n > - • nd w e s t h c u f f - ' f i r * c --̂ "Mn.-

ALDERSOM REPORTING COMPANY iNC 
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J 1 P a c i f i c - R i o Gra n d e - C o t t o n F e l t r o u t i n e v i a the C e r t r a l 

2 C o r r i i o r i n c o m p e t i t i o n w i t h t^e Union P a c i f i c sys tem, 

3 i s t h a t r i g h f 

• A G e n e r a l l y , r i g h t . 

S 3 And t h e t r a f f i c t h a t i s s u b j e c t t o the 

• s o l i c i t a t i o n e f f o r t i s t r a f f i c to c r f r o m n c r t b e : -

7 C a l i f r ^ r n i a , Oregon, p o r t i o n s c f c e n t r a l C a l i f c r n i a and 

8 c e r t a i n e a s t e r n t e r r i t o r y . 

9 A Yes, s i r . 

10 3 "̂ he o: ,n- .-rn t e r r - * - ^ r v i s i n f a c t t e r r i t o r y 

11 t h i * i c r e f l e c t e d i n t h e map a t t a c h e d *e ^ x ' - . i b i * 1 1 ^ , i 

12 the t- c o r r e c t ? 

13 A T h a t ' s c - ^ - ^ c t . 

14 5 • you a o r e « t h a t t h o t e r r i t o r y on *^o wor-t 

15 end a* l e a s t .^ .rgor t h n tho t e r r i t o r y t h a t i s 

16 i n c l u d e d as p a r t o f t he C e n t r a l P a c i f i c c o n d i t i o n s ? 

17 A Y o r , s i r . 

18 3 ».nd *hat i ('•c^.^::'= t he C e n t r a l P d c i f i c 

19 c o n d i t i o n s cover s u b s t a n t i a l l y s i . - • C a l i f c r n i a 

20 t e r r i t o r y bu t do n o t c o v f - 'on t e r r i t o r y , •-- *hat 

21 c o n 

22 A Yes, s i r . 

23 3 With r e s p e c t t o s e t t i r v i t h e sou thernmos t 

24 •(.: ^ -y on *!-•- w .':e lower bc-indary c 

25 end s o l i c i t a t i o n t e r r i t o r y , an ima:Tinary l i n e wai 
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1 from Salinas on the C a l i f c r n i a coast through I r s Panes 

2 and then t o Chowchilla, i s t h a t r i g h t ? 

3 A Yes, s i r . 

'* Q I s i t your understanding -- w e l l , l e t mo back 

5 up for a minu*^. Chowchilla I s a p o i n t t h a t i s north of 

6 Fresno but south of Yerced cn SP's San Joaquin Valley 

7 l i n e ? 

8 A Yes, s i r . 

9 3 I s I t your u n d e r s t a n d i n g t h a t t h e l i n e t h a t 

wai; drawn wa =; a l i n e t h a t wa? -<-* * - - . - e i c r * SO' e 

11 I n d i f f e r e n c e f r o m a c o s t - r e v e n u e n t r i b u t l c n 

12 s t a n i p o i n t as t o whether t h e t r a f f i c went sou th ->.":' up 

13 t o Kansas C i t y v i a the Tucumcar i r o u t e , or n o r t h a n i 

14 o v e r t h e Ogden aateway ^ i * h the Rio Grande? 

15 A I was n o t i n on the n e q o t i 3 * i o n r where in tha* 

16 l i n e was e s t a b l i s h e d , so I d o r ' * know what t h o reasons 

1? were . 

18 Q And vcu aro not f a m i l i a r w i t h any I n i l f f er en ce 

19 concep t t h a t rela-.. r t o whether the t r a f f i c , ""rc" a 

20 c o n t r i b u t i o n i - t a n d p o i n t , wcula be eau,al ly p: *o 

21 S ? e i t h e r w a y 

22 MR, r:?::-T̂,Y.»,N': Asked and anrwerod. 

23 -̂HE WITM>'^; No. 

24 PY "P. STEFF : (Pesunin") 

25 Q I n i d d l t i c n , the s o l i c i t a t i o n acreement 
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A 

3 

A 

p r c v i l e s t h a t "^io Grande would b r i d g e westbound empties 

f o r S o u t h e r n F a c i f i c f r o m Kansas C i t y or H e r i n g t o n , 

Kansas . 

I n s p e c i f i c r a t i o s , y e s . 

What? 

I n s p e c i f i c r a t i o s t o l oaded c a r s . 

JUDGF HOPKTNSi I ' m a f r a i d y o u ' d be* to r speak 

up a k i t t l e . I t ' s d i f f i c u l t t o hear y c u . 

BY YP. STEFHFNSO"* (Resuming) 

0 Are t h e r e any o t h e r p r o v i s i o n s t h ' * ^ro Kcr th 

m e n t i o n i n g f r o m your s i d e ? We have t a l k e d about *he 

s o l i c i t a t i o n and t h e bes t e f f o r t s t o s o l i c i t *cr -^cint 

r o u t i n e and th ' ; empty back h a u l s . What a r e the o :he r 

i m : -' - n t — 

A The e t h e r I m p o r t a n t c o n s i d e r a t i o n war t f ,-

s p o c i f i e d amount o f money t h a t would chanae hands on a 

per c a r b a s i s t o w a r d t h e UP, r e f l » : : • - i f i n a l l e f 

t l o a d b tha* were ban 

3 I f I u n d e r s t a n d what you s a i d , an e f f c . t t o 

equal ': he c o n t r i b u t i o n *hat SP w o u l ' i I t : t w e e n 

Rio Grande and the Union P a c i f i c ? 

Nc . T t h i n k the agai r: , was not I n on t h e 

I n i t i a l n e a e t l a t l o n . I t h i n k *'-3t p a r t i c u l a r number 

d o l l a r wise per car wa.<̂  e t a b l l s h e d baseJ on an 

e q u a l i z a t i o n o f what t h e SF p r o c l a i m e d they would 
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on t h e i r s o u t h e r n r c u t e as opposed to what they f e l t 

they were making on t h e C e n t r a l C o r r i i c r r o u f o . 

3 I s n ' t t h a t t a s i c a l l y t h i s I n d i f f e r e n c e concep t? 

A Any t i m e y o u ' r e t a l k i n g about money, t h a t 

d o e s n ' t soui i ' l l i k e i n d i f f e r e n c e to me. 

0 Would ycu agree cn ba l ance t h a t t he agr^-emont 

has worked w e l l f o r bo th companies up t o t h i s p o i n t i n 

t i n e? 

A Yes , I w c u l d . 

0 Would you agree t h a t m a r k e t i n g p^-rsonnel c f 

b o t h r a i l r o a d s havo s i - . c e r e l y t r i e d t o make i t T J t u a l l y 

b e n e f i c i a l t o both companies? 

A As f a r as T know hey have . 

3 -'v- r t h e l e s s , F lo Grande has r eques t ed t^a ICC 

i r t T . s case t c doub le th*-' s i z e o f I t s o p e r a t i o n s r a t h e r 

t h a t *c a t . e m p t t o work ou* .some k i n d c f an agreement 

ba.-̂ ed on the same g e n e r a l c o n c e r t s ? 

A That i s T o r r e c t . And a g a i n , the reason i s 

t h a t t h e Si-" w i l l no l o n g e r be a f r i e n d l y ecnn^-ct ion at 

^ t t t ^ r y i f the meraor noes I n t o e-^'fect. And i n 

o r i e r t o p r o p e r l y se rve the cus tomers on t h e west * 

and i n Oregon , we have to have d i r e c t a c c e s s ; and a 

s o l i c i t a t i o n aareement would n o t p e r m i t t h a t . 

3 H a s n ' t t h a t b a s i c p o s i t i o n been the b a s i c 

p o r i t i c n t h a t ^ i o erande ^.is had v i s - a - v i s F c u t h o m 
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P a c i f i c I n a t l e a s t t h e l a s t two cases t h a t we have b o t h 

been i n v c i v e d i n , t h e T u c u r c a r l case and the UF merger? 

D i - ' n ' t t he - - w e l l , l e t me broak I t down. D i d n ' t t h e 

P io Grande i n the Tucumcar i case t e l l the Commission 

t h a t w i t h i t s new, improved r e h a b i l i t a t e d 400 m i l e 

s h o r t e r r o u t e t o S t . L o u i s v i a Kansas C i t y t n a t t h e r e 

was a t h r e a t t h a t n o r t h e r n C a l i f o r n i a and Cregon - r a f f i c 

t h a t had p r e v i o u s l y been moving a c r o s s the C e n t r a l 

C o r r i i o r l o u l l be moved away f r o m the C e n t r a l C o r r i d o r 

tr. 9t»*c; l o n g hau l r o u t e v i - ; *ho "'ucuiiu.ciLi H u e ? Rnd 

wasn ' t t h a t your reason f o r being i n the Tucumcar i c a s e , 

t o a t t e m p t t c ge t c o n d i t i o n s imposed t h a t wculd f o r c e 

t h a t - r a f f i c over the C e n t r a l C o r r i d o r ? 

Ye: And I *h ink i t w?s more than a t h r e a t . 

I * h i a k I t t u r n e d o u t t o he an a c t u a l i t y . 

3 You t h i n k t . t \ t t h o 5;? i s r o u t i n g t r a f f i c -"L^^TI 

n o r t h e r n C a l i f o r n i a a t Oregon c-.er i t s Tucumcar i r c u t e ? 

A I d o n ' t know about Oregon . I 'm sure t h . - y ' r ^ 

r o u t i n g t r a f f i c over t b e Tucumcar i l i n e . 

3 Po you know wh-^ther t h e y ' r e r o u t i n g any 

n o r t h e r n • " ^ l l f o r n i a and Oregon t r a f f i c over - -

A I d o n ' t know p r e c i s e l y what they are r o u t i n g , 

bu t t h e f a c t t h a t t h e l i n e I s i n e x i s t e n c e or t h e 

t r a f f i c novlng ac ross t h a t l i n e t o - a y i n d i c a t o s they a r e 

r o u t i n g t r a f f i c f r o m t h e i r C a l i f o r n i a and . aps Cregon 
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1 o r i g i n s . 

2 3 You a re aware t h a t i n t he Tucumcar i case and 

3 s i n c e t h a t t ime SP has t a k e n t h e p o s i t i o n t h r o u g h o u t 

* t h a t t h e purpose o f i t s a c q u i s i t i o n o f the T u c u n c i r i 

5 l i n e was t o make i t c o m p e t i t i v e o u t o f s o u t h e r n 

6 C a l i f o r n i a t o t h o n i idwes te rn g a t e w a y s ; i s n ' t t h a t 

7 b a s i c a l l y the p o s i t i o n a t l e a s t t h a t they have taken? 

8 A I d o n ' t know what t h e i r p o s i t i o n was. 

9 0 I n any e v e n t , i n the Tucumcar i ca se . P ic 

10 Gr^n l s sought t o hdv*- the Ccmmission impose the C t - a l 

11 F a c i f i c c o n d i t i o n s on SP's C o t t o n S e l t s u b s i d i a r y t h a t 

12 was b u y i n g the Tucumcar i l i n e , so t h a t the C o t t o n ^ e l t 

13 wculd have t o r o u t e t r a f f i c v i a Ogden, no t v i a the new 

14 UCG -n i l e s h o r t e r r o u t e , to Kansas C i t y and S t . L o u i s , 

15 c c r r :2 c t ? 

16 }̂  Yes . And t h a t r e q u e s t was d e n i e d . 

17 3 And *ho TCC d e n i e d t h e F l o Grande 's r e q u e s t . 

18 .s That i s r i g h t . 

19 3 Do ycu r e c a l l why? 

20 A I do no t r e c a l l why. 

21 3 Would i t r e f r - i s h your r e c o l l e c t i c - - ' - e l d 

22 yo'] t h a t t h e ICC f o u n d a t pages ?83 and 3P.4 o f i t s 

23 d e c i s i o n t h ^ t t he C e n t r a l C c r r i d o r w* - o r ° e f f i c i e n t 

24 a-̂  ^ oo-sossed c e r t a i n n a t u r a l a d v a n t a g e s , and w i l l use 

25 quotes arouna " n a t u r a l a d v a n t a g e s , " compared t o ' ' "^ 
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n Southarn Corridor for t r a f f i c between points i n Central 

P a c i f i c t e r r i t o r y on e i t h e r the east or the west; and 

3 t h a t , *herefore, the overland route would not loso much 

* t r a f f i c to the Tucumcari rcute? 

5 A Yes, now t h a t you have rea^ i t . Of course, 

6 the key phrase, I guess, at the conclusion of your 

7 reading was what, not much t r a f f i c or something tc that 

8 e f f e c t . And I don't know how much t r a f f i c was l o s t to 

9 t h a t r o u t e . Cur contention was t h a t a c e r t a i n amount 

10 would ba l o s t , and I pre^iume i t has been. 

11 0 Do you agree t h a t th^- Ŝ - D'.̂GW route does 

12 nossass c e r t a i n n a t u r a l advantaoes over the southern 

13 routes f c r t r a f f i c cut of Oregcn and northern C a l i f o r n i a ? 

14 P. Yes, s i r . 

,5 Q I n t h e UP-^'P-WP case d i d n ' t ^ i o Grande again 

16 t ake t h e p o s l * i o n t h a t i t was o o i n g t o be i s o l a t e d i n 

17 t h o C e n t r a l C o r r i i o r , t h a t Western P a c i f i c an^ " i s s o u r i 

18 P a c i f i c , i t s e a s t e r n and wes te rn c o n n e c t i o n s , would be 

19 moving t r a f f i t o t he new UP sys t em, and t h a t SP w o u l d , 

20 as soon as i t f i n i s h e d the reh =i b i 1 i t = t ion o f the 

21 T u - u m c a r i l i n e , b e a l n *o r o u t e t r a f f i c ove r the 

22 Tucumcar i l i n - o r , i n *he a l t e r n a t i v e , work out some 

23 . i n d o f an accommodation w i t h the U n i c r ' ^ac i . - i c a* 

24 and th^^re fore d i v e r t t r a f f i c away f r o m - h - "^io 

25! Gr-'--''^-SF c c n n t - c t i c n ? 
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A Yes, s i r . 

3 And *hat d i d n ' t happen, did i t ? 

A I wouldn't say i t di d n ' t happen. I am s t i l l 

q u i t e convinced t h a t there was t r a f f i c and i s t r a f f i c 

t h a t has been d i v e r t e d across the Tucumcari l i n e , number 

o m a As f a r as an alignment of SP, I was r i g h t except 

perhaps picked up the wrong r a i l r o a d , and now they're 

t a l k i n g about an alignment with the Santa Fe. 

Eut i n che long run, there may s t i l l be some 

^ cccm.'R odaticn hetween the Union P a c i f i c and tho now 

Santa Fe-SP systeT i f they do go together. 

C Well, l o c k i n g at i t i n the chert term tc tho 

prerent from the l a s t time tha-c the Rio Grande was 

before the Commission In the UF case, despite the 

creation of the UP system and SP's completion i n the 

l a s t year of the r e h a b i l i t a t i o n of i t s Tucumcari l i n e , 

t h - interchange of t r a f f i c between SP and Rio Grande at 

Ogdeii i s up s u b s t a n t i a l l y , i s i t net? 

A That i s c o r r e c t . 

Q E x h i b i t 114, the graph, and 115, the t a b l e of 

interchange s t a t i s t i c s between Southern P a c i f i c and Rio 

Grande over the l^^st four years, r e f l e c t that t h i s year 

for the f u l l yoar 1984, according to our records and 

I understand I gave t h i s to you yesterday, and you 

don't hav.^ -- you di d n ' t h-jve a l o t C time *o confirm 
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these f i g u r e s . And f o r the r e c o r d , you have tha t 

o p p o r t u n i t y at any poi.n't i n the f u t u r e to c o r r e c t these 

record s. 

Eut according to our r ecords , the interchange 

by and between our two companies f o r 198" was almost 

107 ,000 c a r s , and tha t i s up f rcm 94,000 cars the yea-

b e f o r a , 75,000 cars in 19P2. So you would agree w i t h 

ma, would you r o t , t ha t n o t w i t h s t a n d i n g what has gone on 

in th ? past severa l years i n t e rns of mer-jors and l i n e 

a c q u i s i t i o n s , t ha t i n any even t , something i s happening 

to keep the t r a f f i c between Southern P a c i f i c and Pic 

Grmfa moving at a growing r a t e . 

-.̂ .̂..̂  HP. PEETTYYA.S: Ycur Honor, so f a r as I knew, 

mm 
we've had no witness to t e s t i f y t o any of the f i T e ; e s t o 

th--̂  graph; but 7 assume tha t the wi tness i s s imply being 

asked to assume t h a t the f i g u r e s a-e t r u e f o r pr-s>:nt 

pur po ses . 

MR. STEPHENSON; That 's c o r r e c t . 

JUDGF HOPKINF; Tha t ' s what ne has asKed. 

'i'HE WITNESS: W-:^ll, as the grape i n d i c a * e s , 

since 1982 t r a f f i c at tha t gateway has plcKed up. Thst 

could he caused by a number of reasons, probably net the 

l eas t of which i s the economy. 

BY ""R. STEPHENSON; (Resuming) 

3 I 'm s o r r y . I c o u l d n ' t hear you. 
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A Probab ly no t t h e l e a s t o f which i s the economy 

o f the c o u n t r y . 

3 Put would you agree w i t h me t h a t 107,000 

c a r l o a d s between our ccmpanies i s by f a r the r e c o r d f o r 

our two compan ie s , a t l e a s t i n r e c e n t memory? 

A T h i s graph i n d i c a t e s t h a t . T heve no i d e a 

^mm^ 
wh^t t h e r e c o r d was. 

4 M i l i i f ^ you aware t S S ^ T t t h e t i m e of the U?-^P 

merger p r o c e e d i n g c e r t a i n aata weie I n t r o d ' . c e d i n t e the 

r e c o r d c o n c e r n i n g the r e l a t i v e i n t e r c h a n g e f l o w s hetween 

Sou the rn Paci-'^lc and Western P a c i f i c and P i o Grande and 

at t he Utah gateways? 

A I ' m not f a m i l i a r wi*h •-:hat l a t a , no . 

C Are you aware of tb^- ICC's d e c i s i o n w h e r e i n 

t h o y r e p o r t e d t h a t SP i n t e r c h a n g e d - - and t h i s a t page 

5 1 4 , 5 15 o f th-e d ,?ciEion — t h a t - - hamed "70 

p e r c e n t o f i t s " n t r a f f i c w i t h Unicn P a c i f i c and c n l y 

30 p e r c e n t w i t h P io Grande' ' 

A I w i l l a ccep t t h a t . 

3 Do you know what the breaV:'^'wn wa.c i n 1^P4? 

A I do n o t . 

0 Have your m a r k e t i n g people i n d i e a ted t c ycu 

t h a t t h e r e has been a shi*^* :^ f a v o r e^ t h e Pio Granda 

:s* :.--'n ;ateway? 

A Y e s . 
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1 3 Would you be sur p r i s e d i f I t o l d you t h a t as 

2 of the f i r s t nine months of 1984 i t was 68 percent Pio 

3 Granla and 32 percent Union P a c i f i c ? 

^ A I would believe i t . 

5 3 Do you have an opinion as to whether t h a t 

'* s h i f t r e f l e c t s , at l e a s t In p a r t , the Southern 

^ P a c l f l c - P i o Grande j o i n t s o l i c i t a t i o n e f f o r t ? 

8 1 A I t wculd r e f l e c t i t i n part c e r t a i n l y . 

9 Q Do you thi n k t h a t i t also r e f l e c t s th..- desire 

10 of shippers to maintain Pio Grande as an e f f i c l e n * and 

11 e f f e c t i v e competitor t c the Union P a c i f i c system through 

12 the Central Corridor? 

13 A Yes, s i r . 

14 Q WouH t h e r e be any <>lement, t o ycur kncwledg - , 

15 o f s h i p p e r d • i s f a c * i o n w i * h th.3 UP system *- •• 

16 accoun t s f o r t h a t f l i p - f l o p f r c m a 2 t c 1 > i n f a v o r 

17 o f th? UP t o a 2 t o 1 r a t i o i n f a v o r of t h e .'-' ^ ^ - m d i ^ 

18 i n th? p e r i o d of two / e a r s ? 

19 A .^ot t o my knowl . . 

20 3 Are t h e r - iny o*her reasons t h a t we h a v e n ' t 

21 d i :':u:3ced t h a t would e- . . . . . . he 

22 pas t s e v e r a l yoars? 

23 A I h a v e n ' t ana ly^ • t , so I o u l d no ' 

24 3 What has happened to Rio Grande ' s i n t e r c h a n g e 

25 w i t h t h e Wo;, . . a c i f i c a t S a l t Lake C i t y ? 
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A I t has dropped p r e c i p i t o u s l y . 

3 To 10 p ( » r c o n t of what i t was or 50 p e r c e n t ? 

A Perhaps . I d o n ' t know v . ia t the numbers a re . 

3 Who w o u M know t h a t — M t . Nance? 

A The t r a f f i c w i t n e s s . 

0 Do ycu have any i d e a , can ycu g i v e us a 

b a l l p a r k e s t i m a t e as t o what t h e drop has beer? 

KR. PRFTTYKAN* I t h i n k r a i d he had nc 

i d e a . Your Honor-

any idea? 

JV2C^ '' - r -y-^ . r . v j . ^ f-^p an.cwer. Do you hav-^ 

THF WITNESS* No, I would ' i f - f e r t h a t t c the 

. f ^ . STEPHFNSOf. t (Pesuming) 

3 Would you agree f - . ^ t one of ' he major '• 

o f tha Pio Grande I s i t s p c c i * l v e i t t i t u d e cr l o y a l t y o 

l t . 5 -S l ippers t o t h e Rio G r a r d t as a c o m p e t i t i v e 

-1 i t i V'^ ? 

A Yes . 

3 D i d n ' t R io Grande e n l i s t t h .> s u p p o r t c f .nor^ 

- - T *!iir.K. ^ i s 131 to be *-^act - - i n *be UP 

merger case t i , i .y •^' '•hv ct^ier r - • t o t h a t a 

by s e v e r a l f o l d ? 

A Y , i r . 

3 D i d n ' t i t • i - . * w o ^ d m l n ! 
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1 working f i v e lays i n Denver to hear a l l of the good 

2 things that ycur shipper witnesses had to say about the 

3 Ric Gr ande? 

* A They appeared i n Denver . I d o n ' t know how 

5 many days they w o r k e d . 

6 Q How many s h i p p e r sponsors dc you .ave i n t h i s 

7 case? 

8 A T t h i n k i t ' s 600 , i s i t 

9 3 I s the s u p p o r t o f t h e 6C0 s h i p p e r s r h e t o r i c t o 

10 make t h e P io G r a n l t j salesmen happy, o r i s i t , i n y c u r 

11 o p i n i o n , t r u e , s i n c e r e b e l i e f t h a t Pio Grande has g o t t o 

12 be r ' - i n t a i n e d as a v i a b l e c o m p e t i t i v e a l t e r n a t i v e i n t h e 

13 C e n t r a l C o r r i d o r ? 

14 A I t had bet.'.cfr be tho l a t t e r . 

15 Q As a c o m p e t i t i v e a l t e r n a t i v e i n the C e n t r a l 

16 C o r r i d o r , t h o =io Grande shares i n t r a f f i c w i t h t he 

17 Un icn P a c i f i c o b v i o u s l y , - ^ i t c o r r e c t ? 

18 A Shares o r competes? 

19 0 Shares i n t r a f f i c — w e l l , l e t me back u p . 

20 W i t h r r -opec t t o overhead t r i f e s r , you consi-^er y o u r s e l f 

21 a c c m p o t i t i v e a l t e r n a t i v e t c t h e Union F a c i f i c s y s t e m , 

22 do you not? 

23 A Y e s . 

24 3 ''between the west c o a s t and Kansas C i t y , f o r 

25 exa:'; 
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A Yes, s i r . 

3 Do you bel i e v e t h a t the 600 shippers t h a t 

support your a p p l i c a t i c n give a l l t h e i r business t c the 

Rio Grande? 

A No. 

Q They p r o b a b l y s p l i t some o f t h a t b u s i n e s s up , 

g i v e some t o ycu and some t o t he Union ^ a c i f i c ? 

V- 'ouldn' t you t h i n k t h a t t h a t wculd be a r e a l i s t i c 

pcss ib i l l t y ? 

A I would say t . s i t ' s a p o s s i b i l i t y , yes . 

3 And they do t h a t t c keep you both i n l i n o and 

t o make su re t h a t t hey do have a c h o i c e , t h a t t h ^ v have 

an c p t i o n t h r o u g h the C e n t r a l C o r r i d o r . 

A I wculd say t h a t ' s c o r r e c t . 

3 And thoy w i l l , as l o n g as t hey have t h a t 

r b c i c e , c o n t i n u e t o use P io Grande, so t h a t t he Union 

F i c i f i c w i l l net ^-^com*- .3 monopoly car rx^- r i n t h e 

C e n t r a l C o r r i d o r ; w o u l d n ' t ycu agree? 

A As l o n g '•s we ar-- a l l o w e d t c remain 

c o m p e t i t i v e and do re r ra in c _ t l v o , and wi*h the 

mer gar as p r o p - ' ^ ' ' , * >* - p o r t u n i t y f c c-~ - z ay 

d i s appea r - inless wo are g r a n t e d t!--.-- '-c nd i 11 o:-!: t • * w-

,-.: • a s k i n g i n f u l l . 

3 I t go.?s w i t h o u t ---•••-,'7, ^oesn ' t i t , t h a t TC3* 

c ' "-.h--̂  s u p p c r t - r s who hav-. - - i n the UF r 
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case - - who have i n d i c a t e d a p o s i * i v e a t t i t u d e abou t t h e 

R i c Grande havr- deve loped t h i s p o s i t i v e a t t i t u d e ne t 

becauso o f s i n g l e l i n e s e r v i c e p r o v i d e d t o them by t*'^ 

R io Grande , bu t because o i whatever s e r v i - e s are 

p r c v i i e d f o r them by the R i o Grande as a b r i d g e c a r r i e r ; 

w o u l d n ' t you aTree? 

A T h a f .̂  r i g h t . Pnd e j o i n t l i n e . And a o a i n , 

t h a t s i t u a t i o n c o u l d w e l l d i s a p p e a r . 

3 T e l l us how a b r i d a e c a r r i e r such as t he Rio 

Granda deve lops -Shipper s u p p o r t , s h i p p e r l o y a l t y such as 

you en -cy t c d a y . 

A Py p r o v i d i n g the r a t e , the e c u i p m o n t , the 

mark--^-..nc pack <Ges t h a t a t t r a c t t h e shippt^r iind put us 

i n a c c n p o + i t i v e po5i t . : .on a g a i n s t , i n t h i : - case , -he 

Union P a c i f i c . 

Q Good s e r v i c e as w-^ll? 

H Good s e r v i c e . 

mmM 
^m 

— I 

3 How does your s - r v i c e cor.pa-

s e r v i c e , say b*- t«een S a l t •. •: • •:: , • ' i * ? 

A How c ' cay? I say we l o h o t t e r . 

C ' e ;;-.VT= e s t a b l i s h e d * i * ' ' ' l o Grand .--̂  

e f f i c i e n t rouf.^ w i t h c e r t a i n n a t u - . - i v a n t a g e s f 

l e - i s t a s u b s t a n t i a l body of t r a f f i c i n n o r t h o r n 

C a l i f o r n i a and L-regon. > 

w i t h the o n l y C e n t r a l CcrL 
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P a c i f i c , and you have a l a r g e customer base w i t h 

f e e l i n g s o f I c y a l t y towar- 's th-^ Rio Grande . I t seems t o 

me t h a t the o n l y I n g r e d i e n t t h a t i s m i s s i n g f r o m *ha t 

r e c i p e i n o r d e r to co . - i t inu? P io Grande as an e f f e c t i v e , 

v i a b l e C e n t r a l C o r r i d o r c a r r i e r i s a ccmmi*ment f r c m 

SPSF o r , i f you w o n ' t accec t a commitment f r o m SPS^, an 

order f r o - " the Comaiss ion s i m p l y r e q u i r i n o t h a t t he 

merged system keen t h e gateway open , and t h a t t he merged 

s y . t e n w i l l not d s l i : - : r a t o i y do-nc rade s e r v i c e t o the 

Pio Grande , and w i l l m a i n t a i n c o m p e t i t i v e r a t e s w i t h t h e 

F lo Grande . 

A )»x>.'"-ut a merger , I w c H d a g r e e . 

0 With a merger . I ' m t a l k i n g about w i t h a 

'^erger . 

A I ' " , t a l k i n g about w i t h o u t a merge r . W i t h a 

merge- a l l o f those n i c e t h i n g s t h a * ycu j u s t ' : ier*ioned 

d i sappea r t c t a l l ' . The CP woul^^ - o l o n g e r be a f r i e n f l y 

- o n n e c t i o n i n the C e n t r a l C c r r i d c r . .^nd I d o n ' t ca re 

wh?.t t h a t piec-- of pap-rr cays on an a c r e e m e n t , a 

s o l i d *a t i o n zir-.- , i t wculd be *r t a l l y me-iningless 

becaueo t h - ^ l r l e s * o p p o r t u n i t y f r c m a c o r p o r a t e 

v i o w r - l r . t t o move t h a t t r i f l e i s w i t h o u t c r e a t i n q c r 

f a v o r i n g a c o m p e t i t i v - s rc - - rough the C e n t r a l 

C - r . They a re aein-: ve i t t h r o u a h t h e i r "e.j 

Southern Corri .- :-:r -ind de . - r ivo the c.„.c*crt^r i n n o r t h e r n 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, O.C. 20001 (202) 628-9300 



8240 

1 C a l i f o r n i a and c e n t r a l C a l i f o r n i a and i n Cregon o f a 

2 r o u t e c h o i c e t h a t he has t o d a y . 

3 3 1 un- io rs t i ind what y o u ' r e s a y i n g , b u t I want t o 

* pursu-^ i t w i t h y c You have s a i d i n the past t h a t SP 

5 i s bo th a c o m p e t i t o r and a f r i e n d l y c o n n e c t i o n , and t h a t 

6 t hey have a r o u t e , a co n e c t i o n w i t h the ^ i o Grande ovar 

7 Ogden, and they a l s c have a s o u t h e r n r c u t e by way c f 

8 T u c a n c a r l , c o r r e c t ? 

9 A T h a t ' s c o r r e c t . Eut I woul"! - ^ c i i f y i t * - th a 

10 e x t e n t o f s t a t i n g t h a t they are n o t p u t t i n g t r a f f i c 

1' t h r o u g h t h e C e n t r a l C o r r i d r r ^or our b e n e f i t . They a-e 

12 p j * t i r . . : ; * ' ^ . , i * t r a f f i c t h r o u g h *he C e n t r a l C o r r i d o r -c-i ' .y 

13 f o r ou r m u t u a l b e n e f i t . I t he lps t h e m , because C e n t r i l 

1'* C o r r i u c r , I n t h e cases t h a t w e ' r e t a l k i n g abou t , i , - a 

15 more e f f i c i e n t route. ''mtD/^'-

16 Once the merger i s i n p l a c e , t h a t S M t u a t i o n 

17 may or may not p r e v a i l , and the merg-^'i c o r p - c r a t i c n wculd 

18 .ve d i f f e r e n t m o t i v a t i o n s f a r as -novino t r a f f i c f rom 

19 c e n t r a l and n o r t h e r n C a l i f o r n i a anu Cre-^c^ , ard *hat 

20 m o t i v a t i o n would d r i v e t h a t t r a f f i c t c th^' f c u t h e r n 

21 C o r r i i o r , and t r a f f i c would no longe r appear i n 'h"-

22 C e n t r a l C o r r i d o r , nor would the c o m p e t i t i v e a l t e r n a t i v e 

23 Ol a r a i l r o a d i n t h a t c o r r i d o r . 

24 I n t h i s case we are a s k i n g r hat t h a t r a i l r - i i 

25 Rio Grande by v i r t u e o f ownersh ip and t r a c k a c -
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or t r a c k a g e r i i h t s c n l y t o s e r v e t hose customers i n 

proper c o m p e t i t i v e f a s h i o n , 

3 Why wouldn't the SPSF/DCRGW Central Corridor 

rcute be as e f f i c i e n t for the substantial bulk ot 

northarn California and Oregon t r a f f i c as it is today 

for tho SP? ^ttftt9ttKt/^' 

A I t l ^ r o r may n o t be as e f f i c i e n t i n some 

cases . The problem i s t h i t r a i l r o a d s h i s t c r i c a l l ' ^ , and 

so f a r as I know p r o s p e c t i v e l y , w i l l a lways go f c r tho 

l o n g h . au l , and t hav w o u l i have no reason t o u i v y us t n a t 

t r a f f i c a t Ogden i f they have a v i a b l e a l t e : n a t i v e 

moving i t t h rough the Sou* : - Cor r i -^ .o - , f r om t h e i r 

co rpo r a to v i e w p o i n t . ""hat s i t u a t i o n migh t be f i n - - f o r 

th: - new merged sys t em, but i t d e p r i v f ^ r the c u i t o m e r , t h e 

shipp-^r o f h i s c o m p e t i t i v e a l t e r n a t i v e r o u t e t h r o u g h t h e 

C e n t r a l C o r r i d o r vo r sus the S c u t h e r n C c r r i d c r . 

Q I aet a sense of d e j a v u . T have heard t h i s 

s t c r y i n t h e ^ucumcar l c a s e , and ^ have h - a r l t h i s s t o r y 

i n th? up case . Why, i f t h a t i s F J , i f t h e c a r r i e r ^ 

r o u t e t h e i r t r a f f i c - - i f a c a r r i e r v i l l r o u t e i * 

t r a f f i c f o - i t s l o n g h a u l , why does tne t r a f f i c nc* c n l y 

c o n t i n u e t o go t h r o u g h the C e n t r a l C o r r i d o r to^^ay when 

SP has r e h a b i l i t a t e d i ^ f i c i e n * 400 m i l e sh - -

Tucu.nc.^ri r o u f . - , ^ u t has -̂ d t h rough the C-

C o r r i er? 
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A I t ' s s t i l l a c o m p e t i t i v e r o u t e , 

3 W e l l , l e t me ask you a few q u e s t i o n s abou t 

your t r a c k a g e r i g h t s t c Kansas C i t y . On a v e r a g e , bow 

many t r a i n s d a i l y are you r u n n i n g now between Pueblo and 

Kansas C i t y ? 

A Merchandise t r a i i . s , p r o b a b l y two eech day each 

way i n t e r s p e r s e d w i t h c o a l t r a i n s . 

Q And how many c o a l t r a i n s ? 

A ! say i n t e r s p e r s e d w i t h coa l t r a i n s . I d o n ' t 

Know, mayhe t n r e e or f o u r a week. 

Q Three or f o u r c o a l t r a i n s a week? 

A Yes . 

You are r u n n i n g t h e t r a i n s w i t h MF crews s t i l l ? Q 

A 

C 

A 

3 

es 

That i s a l l t r a i n s o r j u s t seme o f the t r a i n - ' ' 

I t ' s a l l t / a i n s . 

These t r a i n . - ':hat you are r u n n i n g ac ros s the 

^ i - s - D u r i P a c i f i c a re b r l d g - i r i g h t s o n l y , :b*? 

A C o r r e c t . 

0 You d o n ' t n r i a i n ^ t e c r t e r m i n a t e any t r a f f i c 

on t*- r "! 1 r: • • ? 

A That I s c o r r e c t , except d e l i v e r y to and from 

the SP or the SSW at Her lng^cn . l I M H ^ 

3 H e r i n g t o n , Kansas? 

What p e r c e n t a g e . I f you know — and you may 
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not kaow t h i s - - bu t what percentage of ycur westbcuni 

cars f rom Kansas C i t y to your Colorado ga*eways come to 

you by wa-' of your t rackage r i g h t s versus come to you by 

way of connect ions the B u r l i n g t o n , the "P, the Santa 

Fe? 

A I d o n ' t know. Ask the opera t ing an-" t r a f f i c 

wl*nes ses.. 

0 Do you know, i f we reverse the d i r e c t i o n , do 

you know what percentage of Bio Gr?nj* t r a f f i c going to 

Kansas C i t y moves over your tr^.ckage i:iuht£; cperaticr.V 

A No. 

0 Does Pio Grande havo any marketing, 

s o l i c i t a t i o n or operating agreements with any of ycur 

Denver or Pueblo connections such as P u r l l n g t c n 

Northern, Missouri F a c i f i c ? And by markerin-; 

s o l i c i t a t i o n I mean of the same type that you have with 

the Southern P a c i f i c a* th-^ other end for moving t r a f f i c 

to Chicago or down to Texas or whatever. 

A No, T th i n k not. 

Q You t h i n k not; there i s eome doubt in ycur 

- :. d ? 

A I f they are t h e r e , i t hasn'* been brought to 

my a t t ention . 

Q To your know: , did the YP crews or the use 

of YP crews to run your t r a i n s over Ric Grande e l . . -e 

ALDERSCN REPORTING COMPANY. INC. 
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or reduce the Union P a c i f i c system's labor p r o t e c t i o n - -

p o t e n t i a l l abor p r o t e c t i o n l i a b i l i t y under I'e-w Yc-v Dock 

i n t h e i r merger care? 

A I don ' t know. ^^igg^gj^n^ 

^mmmmmm^ 
0 A f t e r the MP-UP uerger did UP s h i f t most o f 

MP's former Pueblo to Kansas C i t y t r a f f i c o f f of *he 

trackage r i g h t s l i n e up on tc the DP l i n e to Denver? 

A They s h i f t e d I t somewhere. 

0 I t ' s not there any more? 

A I t ' s not t h e r e . 

Q What percentage of tonnage or wheelage or 

whatever f a c t o r t h a t you are using i s Pio Grande's 

A I d c n ' t >'ave those percentages. T would 

suggast you ask o j r t r a f f i c people or opera t ing p-icple 

per hap s. 

0 Wouli i t te a m a j o r i t y , though? 

A Yes. 

0 I s i t t rue t h a t meet of the Pio Grande 

trackage r i g h t s t r a i n s move a l l the w.y t o Kansas Ci ty 

on the YP, or would they - - i : : i t s p l i t between the MP 

and Cottoi'. Pe l t at H e r i n g t o n ' 

A W e l l , i t ' s s p i l t , but T d o n ' t know how i t ' s 

s p l i t . 

When your t r a i n s a r r i v e in .Kansas C i t y , they 
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u have 

5 I n t f t a t 

do n o t , however , go i n t o t he YP y a r d s , do they? 

A They go i n t o the KCS yard g e n e r a l l y . 

Q Why i s chat? What a r rangement do you have 

w i t h t h e KCS? 

A We have a t e r m i n a l agreement w i t h KCS 

they h a n d l e our yarded t r a i n s a t t h a t p o i n t . 

3 Why was i t w i t h KCS as opposed t o MP, f c r 

example? 

A As I r e c a l l , the MP was n o t toe anx ious to 

handle our t r a i n s , and we made an agr-ement w i t h tho 'CS 

a t ths t i m e . I do n o t rtiuember t h e d e t a i l s i n t h a t 

cegar ^ . 

Q Do you have any r u n - t h r o u g h o p e r a t i c n c w i t h 

Kansas C i t y c a r r i e r s sucli as the Milwaukee or oth<^r 

Kansas C i t y c a r r i e r s ? 

A Ask our o p e r a t i n g w i t n e s s on t h a t . I ' m r e t 

s u r e . 

0 Do you have any s o l i c i t a t i o n cr m-^rket inn 

agreements w i t h any Kansas C i t y c a r r i e r s as op,r 

we t a l k e d e a r l i e r about t b " Co lo rado gateway c a r r i e r s ? 

How abou t the '<'an:̂ ;a.- C i t y c a r r i e r s ? 

A Not t o -ny k n o w l a f a e . 

3 I s t h e Rio Grande e m->mber e f t^- v . - . >. " ; - y 

T e r m i n a l Ra i lway Compan' now? 

A No. 

ALDERSON REPORTING COMPANY. INC. 

20 f ST,, N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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Q 

A 

No? 

No. 
.mmm 

3 G f c . ^ r a l l v s p e a k i n g , has ^ i o Grande d e v e l o p r i 

good o p e r a t i n g r e l a t i o n s h i p s w i t h t h e Kansas C i t y t r u n k 

l i n e c a r r i e r s ? 

A East o f Kansas C --y? 

Q V o . I n Kansas C i t y ; f o r example , " i l w a ' K.ee. 

A Yes, g e n e r a l l y s p e a k i n g . 

And how many o f t h e c a r r i e r s i n Kansas C i t y 

h i v e s u p p o r t e d your r e s p o n s i v e a p p l i c a t i o n r ^ knew the 

Mi lwaukee d i d . D id any o t h e r s ? 

A What 's t h e q u e s t i o n aga in? 

Q How many o f the Kan.ca'- C i t y c a r r i e r s be.:i-^e 

Milwaukee hav-- s u p p o r t e d your t r a c k a g o r i g h t s - - rfell, 

your r e spons iv . - a p p l i c a t i o n ? 

A I do no t know. 

MP. PRETTYYAN; Y o u ' r e t a l k i n g about t h i s case? 

MR, ; ."INSCN* Ye:;, Th . -,e. 

BY "I^HH''^''""''"^^^ ' (P^-nmi-T) 
3 Do V u know . • ' • 

c • • 1 yo u r : ' • [:-:>ri:::. -/•• 

A I would 'ray ycu ."-hruld a'-k < ur t r a f f •. z 

o p o r a t l n g w i t n e s s t h a t que . ' J t lon . 

0 Woul • you aoree t h a t Pio Cr.jnd' 

r v j h t s t o Kane. : "• '*y have r e i u c e i i t ; - vu ^ t o 

ALDERSON REPORTING COMPANY, INC 
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l o s s o f overhead t r a - ' f i c as a r e s u l t of t h i s rafrW^r? 

A Who i s " i^s"? 

0 The Rio Grande takes the p o s i t i o n tha t they 

are going to lose overhead t r a f f i c a.e a r e s u l t o f the 

Santa Fe-Southorn P a c i f i c merger, cor rec t? 

A Approximately f85 m i l l i o n w o r t h . 

3 I understand tha t t ha t 13 your f i g u r e . 

A Y e s . 

3 And the question Is would you ajroe w i t h me 

that your new r el a t i - j n sh i p with Kansas C i t y carri':.-i.t: has 

reduced your v : I n e c a b i l i ty to t i e loss of overhead 

t r a f f i c , p a r t i c u l a r l y westbound b r i i g * t r a f f i c t h a t you 

pick up and t^o'*- from Kan-^as City to your 

A T wculd t h i n k not. Tf the Ogden gateway c 

commercially closed, tha overhead t r a f f i c w i l l ar 

r " d less ci' the Kansas C i t y 'extension. 

Q So you thi n k that th • •-m w i l l tu:.n 

i * s back on the o p p o r t u n i t y *c get any t.* moving 

ncro-;3 .;he Ric Grande on ̂  westbound basi.*-;? 

A I / the opportunity f c r a competitJvo 

r from • ;ty j r - - - wir'->,'̂ ut a - :ly 

r o " n ̂ c t Ion or wi thout the a b i l i t y <-o fove tha t t r 

w -;;t of Ogden would • • ' i c to d i i a 

3 So b a s i c a l l y you ' r e r a y i m *ht t t ; i r <•• 

syctem w i l l not work f c r *- -f** ' - '••'^''ing t o i t ' * 

ALDERSON REPORTING COMPANY, INC. 
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and w i l l , i n e f f e c t , t u r n i t s back on tha t segment of 

t r a f f i c ? 

A I don ' t know t h a t they wouU tu rn t h e i r back, 

but i f the route i s not c o m p e t i t i v e , the t r a f f i c w i l l 

not go tha t way. 

3 I s there sn ele^ -nt - - I take i t there must be 

an element - - i f ycu say the r cu t e i s n ' t c o m p e t i t i v e , 

t h e r s ' s an element of d e l i b e r a t e downgrading of serv ice 

or d e l i b e r a t e downgrading c f main*'^nance o^ the rcu*o'' 

I s tha t par t of t h i ? theory? 

A That could be par t o f i t . The other par t 

would be t h a t i t would be a j o i n t r cu te w i t h the 

SP-Sn ta Fe syeten a* Ogden going west in which they 

wouxd not have any p a r t i c u l a r des i re to d i v e r t t r i - J i c 

f r cm the Kansas C i t y a r-a *• rou:h the Cen t ra l Cor r idor 

when they have an a l t ^ r n a t - ' rcute over t h e i r new system. 

g W e l l , d o n ' t they both have r c m p e - i t i v e •: ' 

f o r Kansas Ci ty to C a l i f o r n i a today t ' a t - -

Sepf.rataly? 

A The n^rged system i s going to cr - t 

of c i rcumstances, 

3 What ar-3 the new circumstances? 

A W e l l , there w i l l be a change of t r a f f i c 

3 What w i l l be th^r *: ge of f l o w from ' 

ALDERSON REPORTING COMPANY INC. 
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C i t y t c C a l i f c r n i a ? Tt w i l l s t i l l go over the Santa F«e 

l i n e , won't I t ? 

A Eut not through the Cent ra l C o r r i d o r , which i s 

the gues t ion you were a s k i n g . 

3 W e l l , the ques t ion T was asking i. ' j why. I f the 

Santa Fe or SP would get t h a t t r a f f i c a f t e r the merger, 

why wou ldn ' t they get I t today i f they have the same 

e f f i c i e n t route and can compete againr* the Ric Grande 

Cen t ra l Cor r idor rou*e? Why i r n ' t t ha t f a f f i c s i t t i n a 

on tha Santa Fc today? 

W e l l , yoa made the statement I f they had th^ 

same e f f i c i e n t r o u t e . Our con ten t ion i s they do n o t . 

Th*' ' "en t ra l Cor r ido r route i s nore e f f i c i o n t i n s p e c i f i 

cases that we would be t a l k i n g aaout here , a*d t h a t ' s 

why t h « t r a f f i c uoves tha t way ra ther than Santa Fe. 

p i 

ALDERSON REPORTING COMPANY, INC. 
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Q L e t ' s move t c the l a s t quest ion about <the 

t rackage r i g h t . - . T be l ieve i t was your annual r e p o r t 

indica*ed t h a t . n 1983 , your average l eng th of hau"". had 

increased by '̂ O percent from 325 miles to u»5 m i l e s , and 

the ques t ion i s , ices that come about as a r e s u l t of che 

trackage r i g h t s ? 

A I w o u l l say l a r g e l y . 

Q Has tha t f i g u r e oone up t h i s year at a l l ? 

A I don ' t know. 

3 Mr. Holtman, i f you would look at the l a s t 

e x h i b i t , a g a i n , t h i s i s sub jec t t o c o r r e c t i o n , T* i s 

not i t has be*- used only f o r purposes o i ques t ion ing 

t h f w i tne s s , and we i n v i t e co r rec t ions or c l a r i f i c a t i o n s 

i f such are necessary. 

Taking a look at the f i r s t page c f SFSF-C-11^, 

i t i n d i c a t e s t h a t m 1 983 Rio Gr;-.nde o r i g i n a t e d 

approximately ^4 m i l l i o n , almost 1 m i l l i o n tens of 

c o a l . Is tha t co r rec t? 

A Yes, s i r . 

3 '̂ow d id you do i n 1QB4? 

A I t i s up abou* i ' ;r^rcent. 

Q And what does the fo r ecas t look l i k e f o r tha 

f u t ure ? 

A 

Q 

A g r a d u a l i n c r e a s e ; '83-'84 -- s k i p i t . 

Looking at t h e combined Table 1 and Table 2 cn 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,. WASHINGTON, O.C. 20001 (202) 628-9300 
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1 the f i r s t pag? of t h i s e x h i b i t , i t would i n d i c a t e that 

2 coal c o n s t i t u t e d abcut 59 percent of your t o t a l tcnnag** 

i n 198 3, and 43 percent of you'- *'-*al revenue. 

Correct? 

A Yes, s i r . 

6 3 The next would be food products, with 3 

7 percent cf your tonrage and 11 percent — 

8 HR. PPETTYMAN* No. 

9 MR. STEPHENSON; Do I have that wrong? 

10 MR. PRETTYMANi You do. 

n PY "P. STEPHENSON* {Resuming) 

12 Q In terms of percent cf tcnnag--, *he loader 

13 would bvi obviously coal with 5° percent. ' : .rms 

1* of d i s c r e t e categories would be food products with 3 

15 percent, and th a t would be 11 percent of your revenue. 

10 What loes the f u t u r e look l i k e f o r food products' 

17 A The p r o j e c t i o n I suppose i s good. I t w i l l 

18 probably increase g r a d u a l l y . I f you -• • -usklna me for a 

ls» p.::ceTtage increa''..e i n '85, I cannot give that t c ycu. 

20 3 'umber appears to bo the next discrp*e 

21 commodity group In tet'es of tonnage with f- rorcent, and 

22 8 percent of the revenue. How does the- f o r e c a s t lock f o r 

23 lumber cn the Pio Grande? 

24 A We are t a l k i n g abcut post-merger, cr are you 

25 t a l k i n g about what we p r o j e c t without a merger? 

ALDERSON REPORTING COMPANY. INC. 

ao F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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^ ^ j j j j l P ^ ^ 1 , why d o n ' t you -7iv-^ me both? 

A I f yeu want p o s t - m e r g e r , I wculd suspec t 

w i t h o u t c o n d i t i o n s , ?.t ! a l l o w i n g Pic Grande t o c o n t a c t 

the s h i p p e r s cn tha west coas t and i n Cregon d i r e c t l y , 

t h e l i m b e r movement would d "cp p r a c t i c a l l y t o T-erc . I * 

••he merger i s a l l o w e d , I wcul - say w •̂  " r o b a b l y have a 4 

o r 5 p e r c e n t I n c r e a s e per y e a r , 

MP. P F E T T Y - A N J ^XCUSC me. T t h i n K the 

w i t n e s s misspoke h i m s e l f . He s a i d , i * th^- --^rcer i s 

a l l o w e d . Dc y . ,1 - j n . i f -ur c o n d i t i o n s are a l l o w e d ? 

THF WT'^NF'^Si L ^ ^ i - i f the mergor i s - -

MB. P P S T T Y ' V ' " : Wi th or w i t h o u t c o n - ' i t i c n s ? 

THE WITNESS: W i t h or w i t h o u t c o n d i t i o n s . 

" P . FFE'^TYYANi Did ycu say d i s a l l o w e d -̂ r 

a l l o w e d ? I am s o r r y . 

THE WITNESS* Wo had be* t e r e v e r . 

JUDGF HOFK IN Ft Why -^on't you s t a r t ev-rr aq^i.^ 

- * t you are c a r t a m of .'hat i s on -he r ecord? Go 

a:~. e a 1 

THE WlT'JFSSi 

t h r o u g h , I wuul i ray '-^io 

me r g e r doe go 

•---'wculd *--avo ,1 n — ' 

increa.ee i n lumber, some " cr 8 p e r r — n t a- , 1 u i t 

der en i s on how t h i n g s . s t a r t , t ' . . ̂ nomy and a l l rhe 

r--'i:t. I f the merger gees t h r o u g h , T wculd r ' • - ' t 

our r h a n i 1 e1 t r a n s-

ALDERSON REPORTING COMPANY, (NC. 
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1 Grande R a i l r o a d w i t h o u t Ric Grande c o n d i t i o n s c o u l d w e l l 

2 d r o p t o z e r o . 

3 EY uP. STEPHENSON* (Resuminc) 

* ^ i m m ^ f / f / m i - ^ p a r t of your t h e o r y t h a t the SPSF w i l l 

5 c o m i r e r d a l l y c l o s e t he Ogd 'n ga t eway , c o r r e c t ? 

* A That Is more than a theory. I think i t is 

^ going to be a f a c t , y=-s, 

8 Q W e l l , I t h i n k the r e c c r d would i n d i c a t e *hat 

8 your w i t n asses sa i - i t h e same t h i n e i n the "^ucunca-i 

10 case , and t h a t hc-.-n'* ::ct to pass . 

11 JUDG^ HOPKINS* .Ere you t e s * i f y i n g ? 

12 KE. FRETTYY--.Ni I s t h a t a qu-^-stion? 

13 YP. STEPHENSONt No, j u s t a ma t t e r ct̂  

1* c l a r i f i c a t i o n . 

15 THF WITVFSS: I - ' o n ' t have t o agree wi*h i t , 

16 do I? 

17 ?r 5:-r7u-rvcT.->s'. ( he su m i n c ) 

18 Q You d o n ' t havy t o agree w i t h i t . The 

19 t r a n s p o r t a t i o n equipment i s t h e f i n a l cne . That i s 2 

20 p e r c e n t , a c c o r d i n g t o cur r e v i e w cf ycur CCS s t a t i e t i c s , 

21 2 cer - ent o f your t o ta 1 tc • ' " r cont of ycu r 

22 , r v en u e . Is t h a t c o r r e c t ? 

23 A Th a t ' s w t- * * h e n u n b e r s * .̂ * -•• . 

34 3 I s ty .a t r i g h t ? 

25 A I would say s c . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. ..I.W . WASHINGTON, D.C. 20001 (202) 628-9300 
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Q Is -hat GM anOTHFtl bus iness? 

A Ford busine.s.s p r i m a r i l y . 

3 And you s t i l l hava t h e Ford Fast b u r : n e 

A Yes . 

Q And who are your c o n n e c t i o n s w i t h t h a t ? 

A I n Fueblo i t i s Y i s s c u r l Pa - ' f i e . f * ^cde: 

i s the Southern P a c i f i c . 

0 And t h a t i s under f i v e - y e a r Ford Fast 

c o n t r a c t ? 

A I t i s under a c o n t r a c t . I d c n ' t know what 

t e r m i n a t i o n of tha c o n t r a c t i s i n y e a r s . ' 

Q I s Ford one o f t h e s u p p o r t e r s o ' *he Pic 

t h e 

Graads n t h i s case? 

; e s , 

Q Wouli you agree w i t ' , me, l o o k i n g at t he second 

page o f E x h i b i t Number 116, as the i n t e r l i n o t onnages , 

were any o f your people a b l e m the s h o r t t ime t h a t you 

h = d t h i s l a s t n i g h t , *c c o n f i r i r t he accuracy of these 

f i c u r a s i n teens o f i n t e r l i n e r e c e i v e d , i n t e r l i n e 

f o r w a r d e d , l o c a l , a rd - -

A Not t o m y k n o w l - ' . 

Q Do they appear a p p r o x i m a t e l y c o r r e c t t c ycu? 

A I wculd accep t them pending r e v i e w . 

3 .^11 r i g h t . These da ta would I n d i c a t e t h a t «4 

p e r c e n t of your tonnage i e e i t h e r i i t - r l i n e f o r w a r d e d . 

ALDERSON REPORTING COMPANY. iNC. 

20 F ST.. N W WASHINGTON, D.C. 20001 (202) 628-9300 
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i n t e r l i n e r e c e i v e i f , o r yocWL'' tTlSYTtlS, ' W r r e c t C-at i s 

t he b o t t o m l i n f . 

A That i s what the f i o u r e s I n d i c a t e . 

0 Woul-' you t o r e e t h a t t h a t t y r e o f t r a f f i c I s 

v e r y much r e s i s t a n t t o d i v o r s i o n t o o t h e r r a i l r o a d s ? 

A Yes . I t m i g h t be r e s i s t a n t t o I n v e r s i o n , but 

t h a t d o e s n ' t mean t b a t undor c e r t a i n c i r c u m s t a n c e s wh?ro 

you L ^ c f r i e n d l y c o n n e c t i o n s t h a t t he t r a f f i c would 

^ -* t . -

3 I would l i k e to t a l k to you n e x t , " r . ' ' o l t m a n , 

about t he e v a l u a t i o n o f SP's l i n e s . To wnat e x t e n t d i d 

you g e t i n v o l v e d i n p u t t i n g the ^u3 m i l l i o . i x-alue cn t h e 

two Cgden l i n o s souoht t c be a c q u i r e d ? 

A '̂ o ' .na t e x t e n t d i d I ge t i n v c i v e d : ' As l i t t l - : * 

e x t e n t as p c s s i b l o . I rev iewed the f l n u r e s , however . 

3 The purchase r e g u e s t , as I under s t and i t , 

i n c l u l e s a l l c f SP's l i n e s f r o m Ogden t c Klamath F a l l s , 

C regon . I s t h a t c o r r e c t ? That i s no^ a l l o f them, t n a t 

i s par t o f them. 

A That i s p a r t of i * -

0 And the balanco wculd be th'- l i n e f r o -

Resevi l i e e a s t t o the p o i n t at which t he ''odcc l i n e goos 

up t o Klamath F a l l s . 

A W e l l , t h a t i s net p r e c i s e l y i t . 

ganer'. l l y i t . There i s a spino l i n e v̂.-'r t r - - " 
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Ogden to R o s e v i l l e , and t.ien the l i n e from Klamath F a l l s 

to Flsnigan or Fl-.u.iuar, to v'lamath F a l l s would be the 

secondary l i n e t h a t we were t a l k i n g abcut purchas ing . 

However, I would p o i n t out tha t i f you are 

going to have problems w i t h t h i s purchase, or the 

Commission has problems w i t h a purchase i n tha t i t i s 

not ususual.- I would have n P ^ d i f f i f i i l t y accept ing our 

al te ' -nate p c s i t i c n s p e r t a i n i n g to t rackage r i o h t s ever 

the e n t i r e l i n e . 

th i s the unveil ing of your a l ternat ive 

strategy ^ere? 

A *!o, *bat i s a l ready i n the f i l i n g s . 

Q You are reeking i n the a l t e r n a t i v e trackage 

r i g h t s over those l i n e s ? 

A Y e s , s i r . 4 H P 

Q With respect to ycur purchase, since tha\ 

the only thi.ng t h a t I have sea;:, T haven't seen any 

fi' ' i n g relate'-" to trac?.•:?•- r i g h t s over what wc c a l l the 

purch5 se l i n e --

A I t i s footnoted i n one of the documents. In 

an - to yj'Ur question, y-^s, that i s the only t h i n g we 

are t a l k i n o about In the purchase. 

C Now, the purchase, the purchase p r i c e wculd 

I n c l u l e , I f I understand i t , the l l . i e s that you just 

de'-cribed plus a c e r t a i n number of locomotives, I 

ALDERSON REPORTING COMPANY, INC. 
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boxc-

A 

u n d e r s t a n d i t t h a t I s 129 l o c o m o t i v e s ? 

A T h a t ' s t h e a p p r o x i m a t e numbor, ye; 

3 Aid those 129 l o c o m o t i v e s a r e , ) a r t o f the ^43 

m i l l i o n purchase p r i c e ? 

A. " e s , s i r . 

3 And do you also want c e r t a i n f r e i g h t c a r s , 

nd other — 

Yes, s i r . 

How many of :-hose? 

I d o n ' t r e c a l l t h e number . i t seeirs t c me i t 

I s about 7 pe rcen t o f the coii 'blned SSW-SP f l e e ^ 

How much ? 

I t h i n k I t i s about 7 p e r c e n t . Thoeo numbers 

' . t ;re deve loped cn a p r o r a t i o n by our wi tnop;c , ^ ' r . 

W h i t o h u r s t , and I would sugges t I f you want the d e t a i l s 

on t h^ i t d e v e l o p m e n t , which have t o do w i t h f a i r market 

v a l u e , t h a t you d i r e c t those q u e s t i o n s to h i m . 

3 T am f a m i l i a r w i t h " r . White h u r s t ' s 

t e s t i m o n y . Ho never says i n h i s t e s t i m o n y , t h o u g h , at 

. eas t 1 c o u l d n ' t see i t , s t e c i f i ca l l y th,: w the pe -c -nc 

ot * "i - f r e i g h t car or l o c o m o t i v e - . ' lee: -was r e g u i r - ^ d , i n d 

I T l a d t h a t you have c l a r i f i e d t h a t . 

Now, as I unf^ers 'and i t , i n a d d i t i o n , •'. 

of the | 4 ^ m i l l i o n purchaso of t h i s p r c r - r t y and 

! q u : r- • vou wou 1 l i k e ave t h e p r o p e r t y ^: 

ALDERSON REPORTING COMPANY, INC. 
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t i t sounds 

WKm 

equipment € r a f l s T * ! : r i 1 t o you f r e e o f any inortaages c r 

encumbrances . Ts t h a t r i c i h t ? 

* ^ d o ̂ ' t "ber r e a d i n g t h a t , bu t i t sounds 

l i k e i good s u g g e s t i o n . 

C I t ake I t i f i t i s i n your a p p l i c a t i o n , t h a t 

I s the p o s i t i o n — 

A Tf i t i s i n t h e r e , y e s . 

Q Are you aware t h a t t h e r a i l c p e r a t i m p r o p e r t y 

t h f t t l O t t a re t a l k i n : : abou t i s s u b j e c t to a l o n g - s t a n d i n g 

C e n ^ ^ i P a c i f i c mortgage? 

!» I a.T n o t f a m i l i a r w i t h the mortnage problem?? 

on t h a t segment o f l i n e , n o . 

3 Hav^- you been told that the line is also 

subject to debt instruments er.'.sinj out cf SP's recent 

rail and tie program? 'mi^m^ 

a No, I h.->vo no t been t o l d t h a t . 

3 Wha* i s y - u r knowle - ' g* , i f any, about t he 

e x t e n t t o •-•hich thcsf- l i n e s a re encumbered by 

raortli aes? 

I do not havf- kn-^wlodge o f t h a t . 

0 Assumo w i t h t e f c r n-orposes of tbe d i s c u s s i o n 

and my q u e s t i o n s t h a t the mortgage and debt i n s t r u m e n t s 

a t t e c h e d t o the r e a l p r o p e r t y are i n excess o f $100 

m i l l i o n . Wouldn ' t ycu expec t t h a t t hcco r - r e d i t o r s would 

want t h o now ccmpany to pay o f t a p r o r a t a share c f t."-

WO 
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i n c e b t e d n e s s *bat i s c u r r e n t l y jcicurer. t y t ! z 

pro per t y ? 

A I d o n ' t know what the c r e d i t o r s would «->xpect-

I w o u l d n ' t expec' i t . 

i f you were the c r e d i t o r , , you w o u l d n ' t expec 

i t ? 

A As i new owner under t h f terms *hat we are 

d i s c u s i i n g h e r e . nowever , I would p o i n t o ' i t once a ^ a i n 

t h a t I f you a'-e h i v l n a a l l t h i s t r o u b l e w i t h the J 

p u r e h - s e , the a l t e r n a t e ccnc.--r . i r . . - : . ,", .i ..- r i g h t s i s 

aV - i l l a b l e . 

.̂ 3 f i r as t h e Commission i s concern--^d, 

i f t h i s I s -j mere u s u a l or accepte-d me thod , T •-'on't 

t h i n k wfc would have any t r o u b l e w i t h t r r c k i g e r i g h t 

3 W e l l , when we s * . y o u r r e f i l e d t r a c k a g e r i g h t s 

a p p l i c a t i o n , perhaps we can comment on *.h?t, i u t r i o h * 

now I have a g u e s t i c i i t o •,,ou on what i s c u r r e n t ' 

t h ^ House. 

A Okay. Then may I say i n .-pe-; f l c answer t o 

ycur 3 u e s t l o n r e 3 a r i i nn th d^ b t • ,r -̂••-•-.• mf.n * --.rd a l l t 

r e s t t h a t you r e f e r tj-iQ.;.-^ ' i \ : . . ' r . txor:. t z W1 • -

.. h i *--̂ -h u r s t . 

3 W e l l , l e t mo ?,r>k you t h l c as the c h i e f p o l i c 

o f f i c e r cf tho compiiny. ' ' c u l d y o u , i f y c --- to le?,rn 

t h a t t he pro-p'-rty was eubi-.-ct *c 
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ins t ruments i n excess cf .}100 m i l l i c n - - l e t ' s make i t 

|1C0 n i l l i o n j u s t t o roun-' i t o f f - - would you as the 

acqu i r e r o f t ha t p roper ty agree t o have the proper ty 

s t i l l » c t as s e c u r i t y f o r those debt Instruments? 

A I f you are a s k i m whether or not we wculd 

accept t h a t , T would say no. The va lue , ?43 m i l l i o n , 

was based on tho f a i r market value which i s represented 

i n tha I r s t or most recent s a l e , and i f those debt 

ins t ruments were out there at tha t * 

c c - r i i c r c d i n t ha t f a i r ma.rket v^ino 

*hry had tc b' 

Vs is , and th'. • 

i s why I ask you TO r e f e r those questions * 

Wh-* - ; r n t . 

3 Now, d i l Flo Grande assume t^.at the equipment 

t h a t i s part :-s conce-' '. se wcula b-̂  

subjoct to equipment t r u s t 

A I d - no* k n 0 w w': ' • - • - , - , t i c n : • ; - t 

regard i s or was. I only Know * -je ar^ * " --̂ --u* 

: mark-r* v 'lue on a pr 

track "",il-.r.: t h a t we are * i . - : :. . :hcut, an .,1 *h--

equ Ip -"I ent . 

0 :icv, i n sugg-: - - :e T4.- -cn pure-

pr ice or what--vor, d i l you con.:-: . t the v^lur of 

zh • -petty • > • , <-eeking to acquis- would h--ve 

1 beck value subs- :" whatever your 
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826 1 

A Book v a l u e has nc a p p l i c a t i o n i n t h i s c a s e . 

The Commission ha^ r u l e i i n r ses of consc 1 i i 11 i :>n a n i 

most r e c e n t l y I n t h e -Missour i P a c i f i c t r a c k a g e t i g h t s 

compensa t ion case f a i r ma rke t va lue i s t he c r i t e r i a . 

Q I am s o r r y , but I am net f a m i l i a r w i t h where 

t h e Commission dec ided t h i s i n a purchase s e t t i n g . 

A I d c n ' t know about p u r c h a s e . T ar. t a l k i n g 

about t rackag.^ - i g h t s , and the t r a c k a g e r i g ' t 

development came f r c m a f a i r "̂ a rk->t v a l u e . 

3 W o l l , t h e q u e s t i o n was, i i i ycu c o n s i d e r the 

f a c * t h a t what«--ver p r o p e r t y was conterapla*- .1 ^y ycu r 

purchase r eques t would hflvo a book v a l u e t h a t would be 

i n excess ot whatever your p r i c e , o f f e r e d p r i c e was? 

A : d i i n o t . 

C As t h e - -

M " . PRFTTYKAN* i^xcuse me. Were you f i n i s h e d 

w i t h y cur answ-r? 

~S* I was o o m g to r e i t e r a t e t h a t 

t he number was deve loped on *h'--' b a s i s c*' f , ; i r market 

V 1 •- . 

-Y ^ K . -TTPHENSONj (Pesuminc) 

3 I u n r o r - * a n d your p o s i t i o n , 3 nd ycu t e l l mo, 

or maybe you can t :̂ 11 me i f you know c f any ' 

wh.-re the Commission has i n a merge: • • i n g r e q u i r e d an 

app 11.- c- c ' l l 1,200 m i l e s o r more o f i t s r r o r - - r t y 
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under t h a t p a r t i c u l a r f o r m u l a t h a t you — 

A No, I do n o t , and t h a t i s t h e r eason why I 

men t ioned t o you e a r l i e r t h a t a t r a c k a g e r i g h t 

s e t t l e m e n t w o u l i he p e r f e c t l y s a t i s f a c t o r y . 

Q W e l l , I am n o i n g t o c ross examine you on the 

p u r c h a s e , because as I s a i d b e f o r e , tha* : * ' c n l y 

t h i n g t h a t I have s e e n . What would happen f rom a 

c o r p o r a t e a c c o u n t i n g s t a n d p o i n t i f the ICC f o r c e d SPSF 

t o s e l l t h i s p r o p e r t y t o tho Rio G r a n i e , a n f. * h i s 

p r o p o r t y h y po the t i c a l l y had a book v a l u e c f $300 

m i l l i o n , 3nd t h e p r i c e t h a t was - - the p r i c e t h a t we 

were o r d e r e d t c pay or t h a t you were o r d e r e d t o p 

$4? m i l l i o n , what would h^.ppen f rom a c o r p o r a t e 

a c c c u n t m g s' c i n t ? 

A I -̂ m r o t a c o r p o r a t e ac .:'-un t a n t . I c a n ' t t o l l 

y ou . 

3 But you have c o r p o r a t e a ccoun tan - s w'- ' r o r t 

t c you , '•nd you a r e the man whe r--views - -

A We h^ve a f i n a n c i a l w i t n e s s t h a t you mig^' t ask 

t h a t q u e s t i o n ot . 

3 W e l l , as the ch=i r ^ ^ n , •> t r y th i ; : , - u t on 

you and see i f you are f a m i l i a r --^no.-v'- w i t h t h - « 

c o n c e p t s . SPSF would have to w. - i to o f * d i f f e r e n c e , 

i n t h i s case $257 m i l l i o n , as a c ^r-;: a a i m - * i t -

e a r n i n g s i n the year o zz- , w o u l r n ' * i t ? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 



8 2 6 3 

] 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A I presume s o . 

3 I would' l i k e to t a l k t o you now abcut the S a l t 

Lake F i l l . You are f a m i l i a r w i t h t he S a l t l a k e F i l l ? 

A Yes . 

JUDGE HC'rKlNS: Excuse ne a m i n u t e , Y r . 

S tephenson . How l o n g w i l l you be g o i n g ? 

MP. STEPHENSCNi I would say ma^be 15, 20 

m i n ut e s . 

JUDGE HO?KIN!~i I thi n k we ought to take a 

recess, the luncheon recess. We w i l l be i n recess u n t i l 

Tot's make i t 1;45. 

(Whoreupcn, at 12^35 p.m., the hearing was 

recessed, to reconvene at 1*45 p.m. of the same day.) 
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1II1EJ12CN_SE2SI0E 

(1JU5 P." . ) 

JUDGE HOPKINS; Pack on t h e r e c o r d . 

MR. FKETTYMANt Your Honor , may I make a b r i e f 

s t a t e n e n t b e f o r e t h e c r o s s e x a m i n a t i o n c o n t i n u e s ? 

JUDGE HOPKINS* Go ahead. 

»«F. PRETTYMANi The i m p l i c a t i o n seems t o ha^/e 

been l e f t f r om t h e q u e s t i o n s t h i s morn ing t h a t we are 

somehow seeKinci or s e t t i n g f o r t h an e n t i r e l y new 

p o s i t i o n i n terms o f s e e k i n g as an a l t e r n a t i v e t i 

r i - h t s ove r t h e l i n e s we a r e a t t - ampt ing t c p u r c h a s e . 

And I would s i m p l y l i k e t o p o i n t c u t f o r the 

r e c o r l t h a t i n t h - commen*s t h a t w? f l e i on Ju re 4 , 

1984, LHGW-3 at Page 5, K t e u , i n th^-- second l i s t o f 

p r o t e c t i v e c o n d i t i o n s ..e f i l e d J u l y 3 , 1984, D'^GV-B, 

Page 2 , Note 1, and I n th^ r e s p o n s i v e a p p l i c a t i o n we 

f i l e d J u l y 19, 1984, EPGW-1C, Page 2 , Note 1 , i n each 

i n s t a n c e we :ran. c l e a r t h o t we were s e o k l n n I n the 

a l t e r n a t i v e t r a c k a g e r i g h t s ever t h e l i n e s t h a t we were 

a l s o s o e k l n g t o pu rchase . 

JUDGE HOPKINSi T 

MR. STEPHENSCN* I w i l l a l s o make the p o i n t . 

Your H o n o r , t h a t I have r e . d a l l of t h e i r o p e r a t i n g 

t e s t m o n y and a l l o f t h e e n t i r e ocora* 1?--. 

I s t o : a l l y , i on p e r c e n t devoted t o t he a c q u i e i t i c 

-< -i 
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the l i n e s t o Klamath F a l l s and Rose v i l l e , and does not 

contemplate *• -^ge r i g h t s i n the s l i g h t e s t , and 

therefore to the ax tent t h a t they were at one time 

contemplating f i l i n g trackage r i g h t s , i t seems t o me 

th a t i t I s a l i t t l e l a t e , and i t c e r t a i n l y comes as a 

su r p r i s e to have them r a i s e the subject again four 

months a f t e r they have f i l e d a l l of t h e i r evidence. 

MR. PPETTYMAN: •.'-'11, Your Honor, I assume 

this is not the time for oral argumen*. 

^I^HPm^ JUDGE HOPKINS; It is all in the record. It 

Is all in tho recorda There is no sense in arauing 

about it now. We will just waste nore time. let's go 

on, Mr. Stephenson. 

Whereipon, jm^^jgammm^ 

mmmf^^'^^^-^'^iT'^AN, 

tho witness f t the time of recess, having been 

pr:^viouslY duly swcrn, resumed the stand, and was 

ex-'mined and t e s t i f i e d f u r t h e r as f o l l o w s * 

CROSS FXflMTNATICN - RESUMED 

•. STEPHENSON * 

Q Mr. - c i t r o n , you are aware, ate you not, tha' 

Scuthern P a c i f i c has spent around m i l l i o n in the 

l a s t twc years r a i s i n g the l e v e l of i t s f i l l through 

Great S a l t Lake? 

A I have heard th a t number. 
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. l i t ^ I . ̂  . 

3 And a s u b s t a n t i a l amount of tha t time has — I 

mean, a s u b s t a n t i a l amount of t h a t expendi ture has been 

made s ince September o f 'S3, when the merger of Southern 

'Pac i f i c and Santa Fe was announced, w o u l d n ' t you guess? 

A Y e s . 

3 Have you been t o l d by anyone t h a t Southern 

P a c i f i c has budgeted nearly |15 m i l l i o n f o r c o n t i n u i n g 

the r a i s i n g of t h a t f i l l f o r t h i s year? 

A No, T have not heard that,^ 

Q Are you aware of the f a c t I ' . =; t t 

Lake i s s t i l l r i s i n g ? 

A Yes, ~ am aware of t h a t . 

3 Assuming t h a t my f i g u r e s are c o r r e c t , the 

d o l l a r expenditure f i g u r e s , dc they sound l i k e the 

r a t i o n a l a c t i o n ot people who are about t o abandon a 

rout-3? 

? Let me put i t thif? way. Whether or not i t i s 

r a t i o n a l I don't kn'-̂ w. I 'on't want tc make a judgment 

on SP m*.niiement or whoever made thos^ d e c i s i o n s . 

When you are faced with consequences ox a 

n a t u r a l dlsast'.:'r as we wer-;' at T h i s t l e a couplo of y.^irs 

ago, we elected to mcve the l i n e i n such a fashion that 

i t woild no-.-, bf subj.^ct to the same type of d i s a s t e r 

again. And t i a t ccst us about ?4C m i l l i o n . 

In trie case of the SF, the lake i s t i l l 

ALDERSON REPORTING CO.MPANY, INC. 
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I 1 

1 there. They have spent the money. The f u t u r e l i f e cf 

2 the ciusevay probably depends cn the change i n e l e v a t i o n 

3 of th a t l a k e . 

* At t h e t i m e the d e c i s i o n was made, I would 

5 pr^sunio t h a t they a l s o took a look at p o s s i b l e 

8 a l t e r n a t i v e s , one o f which would have been to d i s c u s s 

7 t r a c k a g e r i g h t s w i t h John Kene^ick of the Union P a c i f i c , 

8 and t r y t o ma^c some k i n d c f an ar rangement whe re in t h - y 

9 c o u l d go p a r a l l e l t o o r on the o l d WP l i n e between S a l t 

10 Lake C i t y and A l i z c n . 

11 Whether c r n o t t h a t was dor.^, I d o n ' t know. 

12 I n any e v e n t , I agree the money has been s p e n t . I would 

13 f u r t h e r say t h a t t h a t money s imp ly r e p r e s e n t s t he amount 

;4 o f money hecessary *o p r o t e c t the asse t v a l u e o f t h a t 

15 l i n e . I t may somewhere i n the a c c o u n t i n g p rocess 

18 r e f l e c t I t s o i f i.n t ook v a l u e , but i t d i d no t enhance t h e 

17 va lue o f t h e l i n e by a s i n g l e d o l l a r . 

18 We had the cime s i t u a t i o n aga in a t ' ^ h i s t l e . 

19 We had t o spend the f 4 0 m i l l i o n i n o r d e r t o r e s t o r e the 

20 main l i n e . I t was no t a m a t t e r of I n c r e a s i n g tbe f a i r 

21 market v a l u e o f t h a t l i n e by spending t h a t amount c f 

22 money. 

23 3 There i . ' - a d i f f e r e n c e , however, b e ' -

24 T h i s t l e and the S a l t L a k e , i s n ' t ther---, • ' n e t *"a t 

25 you knew t h a t you -̂> ' i --u b 1 a n t i a 1 a r c u n t C • -.nee 
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t h a t was o o i n g t o be payinci f o r t h e r e l o c a t i o n o f t he 

l i n e , whereas i n our case i t I s a l l u n i n s u r e d ? 

A W e l l , t h a t c e r t a i n l y d i d n o t i n f l u e n c e our 

d e c i s i o n i n moving t he main l i n e i n t he f a s h i o n t h a t we 

moved i t i n o r d e r to p r o t e c t t h e main l i n e f r o m a f u t u r e 

occu r rence a t t h e same l o c a t i o n . 

0 The $40 m i l l i o n t h a t Rio Grande p a i d was 

re imbarsed how much by I n s u r a n c e , about | 3 0 m i l l i o n ? 

A A p p r o x i m a t e l y f 3 0 m i l l i o n , t h a t ' s r i g h t . 

Q So your l o s s was f l O m i l l i o n , c o r r e c t ? 

A Our l o s s , as f a r as the c a p i t a l e x p e n d i t u r e , 

was $1C m i l l i o n . Howeve i , we had the l o s s c f the ircney 

t h a t was necessary t o d e t o u r a l l of t n e t r a f 4 i c^ ' . i ^ - i - - ' ' * 

the 81-day p e r l o d . 

Q I f Rio Grande ha i owned the S a l t Lake F i l l i n 

'R3 and '84 and ' 8 5 , and i^ad had a "̂ 65 m i l l i o n u n i n s u r e d 

e x p e n l i t u t e , t h a t wcu ld have been a r a t h e r s u b s t a n * i a l 

b"oy t c you r u ^ l a n c e shee*, woul ' i i t n o t , f o r *hoe^ 

th ree years? 

A That was a s u b s t a n t i a l blow t o anybody ' s 

ba lance s h e e t . 

0 Moving : o t o l a b c r p r o t e c t i o n , i n t h - event 

t h a t t h e ICC w--re t o g r a n t your purchase a p p l i c a t i c n and 

your t r a c k a g e r ' g h t s r e q u e s t c u t I n t h r w---.-t .=^nd, you 

wcuxi '.-"VO t o h i r e a number o-̂  new employees , a.™ I 
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n 1 u n d e r s t a n d i t . 

2 A Yes , t b a t i n f o r m a t i o n i s c o n t a i n e d i n the" 

3 o p e r a t i n g p l a n , and I would sugges t t h a t you would 

* p lease ask t h o s e q u e s t i o n s r e g a r d i n g t h a t t o t h e 

5 o p e r a t i n g w i t n e s s . 

6 Q I w i l l ask d e t a i l e d q u e s t i o n s t o the s p e c i f i c 

7 w l t n e ; s e s , but I would l i k . a t o ask you s e v e r a l p c l l c y 

8 qu-.;Stxo'iu. I f the I ' i o Gidnde were t o a c q u i r e t he twc 

9 Og'"en l i n e s and have the i*- own work f o r c e , t h a t would 

10 n e c e s s a r i l y mean t h a t the Sou the rn F a c i f i c enp lcyees who 

11 wcrk on t h e l i n e would be o u t c f w o r k . I s n ' t t h a t 

12 co r r ec*? 

13 A You say t h a t would n e c e s s a r i l y .Tiean i t ? 

14 3 I t w o u l i n e c e s s a r i l y :nean i t . 

15 A I d o n ' t know t h i t t h a t n e c e s s a r i l y f o l l o w s . 

16 But go ahead w i t h youct thome. 

17 3 As I u n l e r s t a n l i t , you have mado o r t h e r e r.as 

'8 ) s t a t e m e n t i n Y r . Vance ' s t e s t l m c n y tc * - e f f e c * 

19 t h a t t b e P i c Gran ie would c o n s i d e r h i r i n g d i s p l a c e d SPSF 

20 employees , c o r r e c t ? 

21 A I w i l l t ake your were t o - i . 

22 3 I s t b e - o n s i d e r a t i on t h a t w o u l l be g i v e n t o 

23 h i r i n g d i s p l a c e d SPSF employees i n l i e u o f p r e f e r e n t i a l 

24 h i r i n g , or i s t h a t ano thar way of s a y i n g t h a t t h o y would 

25 g i v e p r e f erenc- *- SPSF employees f o r f a job-'- t h . 

ALDERSON REPORTING COMPANY, INC. 
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a v a i l a b le? 

A I c a n ' t answer t h a t q u e s t i o n . 

C Would you t h i n k t h a t I t I s f a i r t h a t Rio 

Granl? t a k e over t h e - - t o the e x t e n t t h a t cmploy*--es a r e 

needed on t h e new l i n e , t h a t p r e f e r e n t i a l h i r i n g be made 

o f f o r m e r SPSF employees b e f o r e you go to the o u t s i d e 

and h i r e o u t s i d e r s ? 

MP. PPETTYMAN* I o b j e c t . Your Honor . I d c n ' t 

unde r s t and t h e q u e s t ^ f e K S ^ H I i r t o whom? I d o n ' t 

'mm 
unde r s t and i t . ^ ' 

JUDGE HOPKINSi t o ahead , rr-oh.-sse i t . 

BY MR. STEPHFNSOV* (Pe.cumlng) 

Q You u n d e r s t a n d what I s p r e c e d l n c t I s , f a i r t o 

t he S o u t h e r n P a c i f i c , f a i r t c the Southern P a c i f i c 

e.'np loy ees . 

A I would say t h a t the judgment as t o t h e answer 

t o t h a t q u e s t i o n would "d on what 'he TCC does a n:l 

wh--^ t h e ICC rzy 'n.-!nd--'*e and what the l a b o r lawvei-c or 

t n p e r s o n f . e l departm-r nt would be a b l e to work o u t w i t h 

th.= paop le t f - * --e i n v o l v e d . 

0 So you i p o r o t w i l l i n g to make a commitment t c 

t h ' Cnmmisslon as you s i t here t h a t Rio Grande, i f thay 

took ove r the c p e r a t i o n s over the fo rmer SPSF l l n - ^ s , 

would g i v e p r e f e r e n t i a l h i r i n g o r woulri p r e f e r e n t i a l l y 

h i 'c o 1 i r p 1 a c e d SPSF emplo,-

ALDERSON REPORTING COMPAlfY, INC. 

20 F ST., N.W., WASHINGTON, D.C 20001 (202) 628-9300 
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A I would n o t g i v e such a commi tmen t , n o . 

3 .».ssuming t h a t t h e r e were more employees on t 

c u r r e n t SP l i n e than y c u r o p e r a t i n g p l a n c j n t e m c i a f e c 

be ing necessary f o r t h e Rio Grande o p e r a t i o n , t h e r e f o r e 

l e a v i n g a s u r p l u s c f e i cp lovees , assuming t h a t 

h y p o t h e t i c a l l y you h i r t d 1,300 employees t o conduc t your 

o p e r a t i o n s , and th<.re were 1,400 employees cn t b e H a s 

. . . . . . . 0 . . . . . . . . . . . f ! * i | | | 
opinion as t o who would be responsible f o r the <ow York 

dock labor p r o t e c t i o n f o r the ramaining 100 emclcye 

who w=»re not absorbed I n t o the Rio Grande work f o r c e 

No. 

Q Woull you agree t h a t since the 100 employees 

I 
hy poth e t i c a l l y were no l o n g e r employed ac ^ l e s u l t o*̂  

the g r a n t i n g of your r e s p o n s i v e a p p l i c a t i c n , *hat i t | 

ouaht t o he Rio Grande t h a t would pay the l a b o r 

p r o t e c t i o n f o r t hose emplcyoe^? 

A I would n o t agree to t h a t . You c o u l d t ak 

t h a t back one s t ep f u r t h e r and ask you-::o]<^ wbt* 

happened i n - ^ I r s t p lace t h a t c r e a t e d t h i s Imb^ilance 

o f emoloy-- • , » nd the answc-r - -ovld hav.- t o be t he Tierger 

i t s e l f . 

3 I t h i n k we have addressed t h i s • 

t o d a y , b u t l i u s t w a n t t o 

t h o P i c Grandt r o s i t i o n i . . ' :. . of your v e r i 

- C L a l r e a d y 

ALDERSON REPORTING COMPANY INC 

20 F ST., N.W , WASHINGTON, D.C. 200C1 ;202) 626-9300 
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1 s t a t e m e n t , r i c h t i n t h e m i d d l e o f t h e p a r a g r a p h , t h e 

2 midd le o f t h e page , you say t h a t , - ' I f the proposed SFSP 

3 merger i s a p p r o v e d , t h e s i t u a t i o n w i l l ba f a r worse 

because cur r e m a i n i n g independent c o n n e c t i o n t o t he SP 

5 w i l l be absorbed by a new compo t ing r a i l r o a d system 

6 which w i l l c o n t r o l R i c Grande ' s t r a n s c o n t i n e n t a l r c u t e 

7 a t Cgden. Pio Grande would be unab le t c f u n c t i o n as an 

8 i ndependen t c o m p e t i t o r f o r t r a n s c o n t i n e n t a l t r a f f i c . " 

9 I s i t y o u r p c s i t i c n t h a t t h e d i f f e r e n c e 

10 between t h i s merger and the f a c t t h a t SP tC''.ay has a 

11 compe t ing r o u t e v i a t h e Scu the rn C o r r i d o r , i s t h a t the 

12 new SPSF system w i l l have a s h o r t e r r o u t e , a more 

13 c o m p e t i t i v e r o u t e w i t h the C e n t r a l C o r r i i o r ? I s t h a t 

14 b a s i c a l l y t h e t h r u s t o your p o s i t i o n ? 

15 A I would say they would have a s i n j l . ^ l i n e 

16 r o u t e . From some p o i n t s i t nay be s h ' - ' t e r . i d o n ' t 

17 n e r o s ^ a r i l y f e e l t h a t a d i s c u s s i o n c- tbe e f f i c i e n c y of 

18 t h e two r o u t e s wou ld make t o o much d l f f e r e n c t » . I t h l a k 

19 t h a t i f t h a t were pushed , I would say the r a i l r c a d i s 

20 go ing t o f a v o r i t s l o n a h a u l , e f f i c i e n t or no , ^ n i th-^ 

21 t r a f f i c i.-) t h t C e n t r a l C o r r i d o r would "e 

22 s h i p p e r would n o t have h i s r o u t e s e l e c t i o n go ing i n 

23 because t h e r e i s no c o m p e t i t i v e r o u t e l e f t f o r ' he 

24 s h i p p o r t o c f r o m . 

25 3 Your answer i s no t o my j u e s t i o r , as to whetnai 

ALDERSON REPORTING COMPANY, IMC. 

20 F ST.. N.W. WASHINGTON. D C 200C1 (202! 628-9300 
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i t i s the l e n g t h o f the new SPSF combined r o u t e ? 

A I would say on **ia* s p e c i f i c t h e answer would 

b e no. 

Q So i t i s s i m p l y the f a c t t h a t t h e new merged 

company w i l l have a r o u t e , a s i n g l e l i n e r o u t e , and w i l l 

f a v o r i t s s i n g l e l i n e hau l? 

A And w i l l have tha market power to en force that 

.-ingle l i n e h a u l , yes . -iMifti 

3 And the marke t power as i t r e l a t e s t o the 

s h i p p e r s t h a t u t i l i z e your l i n e today would be d i f f e r e n t 

i n what way f r o m the market power t h a t the SP has today? 

A W e l l , t h e SP would no l o n g e r havo the 

m o t i v a t i o n t o d i r e c t any o f t h i s bus ine s s t h r o u g h t h e 

C e n t r a l C o r r i - i o r . I t I s g o i n g to be a l o n g h a u l 

s i t u a t i o n , s i n a l e l i n e w i t h a new c o r p o r a t i o n . The 

h i s t o r y o f r a i l r o a d i n g i s s i m p l y t h a t . 

T h e i r bes t corpcsrate i n t e r e s t , i f t h e y l o o k a t 

i t t h a t way, i s t o move t h a t s i n g l e l i n e , and the Tcre 

t r a f f i c t h a t move- over t h e s i n g l e l i n e t o them, whether 

or not i t i s p r o f i t a b l e , i t c o n t r i b u t - = s t o tho 

maintenance o f t h e l o n g l i n e , but c r e a t e s diseccnc.-

on tho C e n t r a l C o r r i d o r , f o r m e r C e n t r a l C o r r i d o r . I can 

say no more than t h a t . 

3 I f I t i s s i m p l y t h e f a c t t h a t t hey p r e f e r 

t h - i - - - i n g l e l i n e r o u t e t o w o r k i n g w i t h t h e Ric Gr .. 

ALDERSON REPORTING COMPANY, INC. 
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1 over the Central C o r r i d o r , then what i s your explanation 

2 f o r the f a c t t h a t t r a f f i c has increased over the Central 

3 Corridor w i t h SP t h a t has i t s s i n g l e l i n e route via the 

4 Southern Corridor and the t r a f f i c has not gone by wfy of 

5 the Southern Corridor? 

£ A The SP today does not have the same s i n g l e 

7 l i n e r c u t e that i t would have with the merged 

8 corpor a t i -jn . 

9 3 So i t i s the route -- t h a t was my i n i t i a l 

10 quostion. I t i s the rcute t h a t makes the d i f f e r e n c e . 

11 A Not ne c e s s a r i l y . I t Is the market power that 

12 makes the d i f f e r e n c e . 

13 3 Ts I t the -r.T'k.:̂ t power and the route? 

14 A W o l l , I HOUl v.- . 

15 3 Okay. Now, l e t me f o c u s on the n a r k e t power. 

16 How i s the market power c f t h e combined company g c i n g t o 

17 have 3ny d i f f e r e n c e whatsoever f o r Oregon t r a f f i c ? 

18 L e t ' s s t a r t w i t h Oregon t r a f f i c . Santa Fe d o e s n ' t s e rve 

19 Oregcn a t a l l t c d a y . I t never has and never w i l l . What 

20 i s tha marke t pcwer t h a t the m---rger w i l l b r i n g t o Cregon 

21 ' ' t r ^ f f i c? 

21 A W e l l , you s t a t e d i t very w e l l . They d o n ' t 

23 serve now, but t hey w i l l under the combined s y s t e m . 

24 Santa Fe w i l l be t h e r e In the gu i s e of a Fanta Fe-5P 

25 s y s t e m , a n i t h a t t r a f f i c w i l l be s t ee r ed towards the 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N,W., WASHINGTON, D.C. 20001 (202) 628-9300 
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) c - ou u 

l i p 

Southorn C o r r i d o r , and furthermore the shippers i n the 

long run w i l l not have the a l t e r n a t i v e i n the Central 

Corridor where we have been designated as hopef u l l y a 

''labia competitor. 

3 I s i t the Santa Fe management t h a t w i l l be 

taking over and a l l of a sudden i g n o r i n g the f a c t that 

Orogoa t r a f f i c more n a t u r a l l y flows across the Central 

Corridor? 

A I t i s not Sauta Fe management. I f I were over 

there, I would do the same t h i n g . 

Q Even though the rcute from Portland to Kansas 

C i t y by way of tha Southern Corridor might be "̂ 00 c - 6CO 

miles longer? 

A Well, i t i s not t h a t . The d i f f e r e n c e Is not 

that number of miles. And again i t depends on what t y r e 

of t r a f f i c you are t a l k i n g about, from what l o c a t i o n s , 

but the t o t a l t h r u s t o^ an̂ / r a i l r o a d , s i n g l e l i n e , long 

. u i , i s to take advantage cf tha t s i n g l e l i n e , long 

haul r oute. 

I t wculd be, as far as they are concerned, as 

f a r as the corporation i s concerned, the new r a i l r o a d , 

i t would be — perhaps they would view i t as f i n a n c i a l 

f o l l y to t r y to- s p l i t the business on two routes . 

3 Do you t h i n k i t has been f i n a n c i a l f o l l y f o r 

Southern P,-ci:ic to s p l i t t r a f f i c o.a two routes? 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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A No, but t hey are no t merged r i g h t now w i t h t h e 

Santa Fe. The s i t u a t i o n i c g o i n g t o change a f t e r the 

merger . 

MR. STEPHENSON; That i s a l . . I have no 

f u r t h e r q u e s t i o n s . Thank y o u . 

JUDGE HOPKINS; Depar tment o f J u s t i c e ? 

*P. RATNERi We have no q u e s t i o n s . Your 

Honor . .mmmm^jm 
JUDGE HOPKINSi "ep r t m e n t o f T r a n s p o r t a t i o n ? 

3Y MS. REEDi 

3 Good after n o o n , " r . Holtman. My name i s Mary 

Reed, and I am appearing on bohalf of t.'.:- f.S. 

Department of "transportation. 

A Good afternoon, "ary Peed. 

} The Denver Rio Crande i s seeking to purchase 

v a r i o a i segments of the Southern P a c i f i c ' s l i n e , or in 

the a l t'l r nativt- to acquire trackage r i g h t s . Ts t'^at 

r z r re c t ? 

A Yes, ma'am, and with t h a t a c q u i s i t i o n of 

trackage r i g h t s , the trackage r i g h t s agreement would 
« 

have t o be properly c o n t r o l l e d so t h a t we could net 1: 

discr i m i n a t e d against by the owner, S?. 

0 Which of these options does the Denver Rio 

Granda prefer? 

A Well, i f I am spoaking f o r the Denver and Pio 

ALDERSON REPORTING COMî ANY INC. 

20 F ST.. N.W., WASHINGTON, D..̂ . 20001 (202) 62kj-93C3 
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Granda, why d o n ' t you phrase t h e q u e s t i o n which o p t i o n 

perhaps I p r e f e r ? 

3 Which o p t i o n do you p r e f a r ? 

A Trackage r i g h t s , p r o p e r l y c o R s t i * u t e d . 

JUDGE HOPKINS* " r . H o l t m a n , may I say 

someth ing? Are you speak ing f c r t h e Denver and Ric 

Grande , or what? 

MS. REED* That was my n e x t q u e s t i o n . 

JUDGF HOPKINS; Oh, I am s o r r y . I d i d n ' t maan 

t o t ake o v e r f o r y o u . 

THE WITNESS; 1 1 , i f t h e t r a c k a g e r i a h t s a r e 

c o n s t i t u t e d i n the f a s h i o n t h a t a l l o w s us t o c o n t r c i t h e 

moveian t o v e r t h a t l i n o under tcackag=> r i g h t s , t hen I o r 

Rio Grande would p r e f e r t h a t . 

BY MS. RCED* (Pesuming) 

0 Would you say t h a t t h e a r r a r g e m o n t t h a t was 

workai o u t f o r th? Denver P io Grande t o o;.»r.rate over t h e 

^'i 'TSOuri P a c i f i c ' s l i n e as a c o n d i t i o n o f t he Union 

P a c i f i c merger would s a t i s f y y o u r concerns? 

ALDER-ON REPORTING COMPANY, INC. 

20 F ST., N.W , WASHINGTON, D.C. 20001 (202) 628-9300 
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A W e l l , n o t knowing t h e management of S? w e l l 

enough t o know how they would r e a c t t o t r a c k a c r i c h t s , 

I c a n ' t f u l l y answer ycu r q u e s t i o n . I would say sc f a r , 

a t l e i s t i n the case o f M i s s o u r i P a c i f i c t r a c k a g e 

r i g h t s , t he Union P a c i f i c has been ve ry f a i r , 

nondi-5 c r im i n a t o r y i n our o p e r a t i n g on t h e i r l i n e , and we 

have had no problems w i t h t h e m . 

3 So y o u ' r e n o t su r e whether s i m i l a r t e rms o r 

c o n d i t i o n s w i l l be s u f f i c i e n t f o r t he Denver £. P i o 

Grande to say t r a c k a g e r i g h t s are p r e f e r a b l e over 

o u t r l i h t p u r c h a s e . I s t h a t c o r r e c t ? 

A I would p r e f e r t o have t h o Commission o u t l i n e 

some v e r y s p e c i f i c c o n t r o l p r o v i s i o n s which wcu ld 

p r o : e c t ur i n any e v e n t , and f u r t h e r , p r o t e c t t h e 

c o m p e t i t i v e i s s u e t h a t i s b e i n g d i s c u s s e d here i n the 

C e n t r a l C o r r i d o r . 

3 , Now, you are r e f - ^ r r i n g to terms o f the 

t r a c k a g e r i g h t s ? 

A Yes , ma'oim. 

Q And a r e n ' t those te r - . s s e t f o r t h i n your 

a p p l i r a t i o n ? 

A No, they are n o t . 

3 Would t he Denver f. P i o Grande ope ra t e f r c r 

Utah gateways t o t h e Bay Area i f t ' ^ -Commission i«--ciur»d 

t h a t y o u r t r a c k a g e r i g h t s c r purchase reque: . t o 

ALDERSON RtPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, D.C 20001 (202) 628-9300 
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0rego:i should not be granted' 

A We hcve .aot reviewei that happenstance. The 

e n t i r e package was developed on a purchase or trackage 

r i g h t agreement, i n c l u d i n g the l i n e to Klamath F a l l s and 

contact and revenues which are represented by the Cregon 

shipoars, as wel l as th-> northern C a l i f o r n i a and c e n t r a l 

C a l i f 0 r n i a . 

3 So you don " t know whether y o u ' l l be able tc 

compete over the Ce n t r a l Corridor i f you are not TrantJBCii 

those r i g h t s or purchase? 

A No. We would have t o review the e n t i r e 

t r a f f i c study and develop the s i t u a t i o n from t h e r e . 

0 Now, what abcut your trackage r i g h t s or 

purchase requosts i n t o c e n t r a l C a l i f o r n i a south of the 

Bay Area? 

A What abo I t i t ? 

Q Havo you -Jtudied whether or not you would be 

able t o compete e f f e c t i v e l y Ln the Central Corridor i f 

those r i g h t s wore not ':-'ranred? 

A No, we have not. 

Q Are you aware t ha t the Union P a c i f i c i s 

seeking s i m i l a r r i g h t s t h ; t you are requesting i n that 

area? 

A No. I'm not f a m i l i a r w i t h what the Union 

P c c i i i c i s seeking. 

ALDERSON REPORTING COMPANY, INC. 
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• 1 3 Woul-̂ - you assum:> with me t h a t they are seeking 

2 to 3 c e r t a i n extent overlappina i . l g u t r with the Denver f. 

3 Rio Grande i n t o the Central Valley? 

* A I'd be glad to assume t h a t . 

5 Q Do you have an opinion as to which r i g h t s the 

8 Commission should grant? ^l^^fj/K/flf 

7 A The Union P a c i f i c against Rio Grande? 

8 0 Yes. 

9 A Do T have an o p i n i o n ? 

10 3 Y e s . 

11 A Yes, I have an o p i n i o n . The Ric Grande . 

12 Q Why would t h e Denver f> Rio Grande ' s r i g h t s be 

13 p r e f e r a b l e over t he Union P a c i f i c ' s r i g h t s ? 

14 A W e l l , t he Union P a c i f i c i s t h e presor ; t major 

15 f o r c e i n thv- C e n t r a l C c r r i d o r a g a i n s t which we are 

16 t r y i n : 3 t o deve lop a c o m p e t i t i v e a l t e r n a t i v e . To a i v e 

17 t h i s t c t he Union F a c i f i c would be , as I see i t , *o ta ] 

18 f e l l y . They have t h e marke t power and the reach i n t e 

19 tTio C a n t r a l C c r r i - " o r t c d a y . Wo do n o t . We want t o 

20 p r o v i d e c o m p e t i t i o n and k^^tp the Union P a c i f i c h r n e s t . 

21 3 Now, i f t h e r e l i - f th.at the Denver f P io 

22 Grande i s s e e k i n g , e i t h e r purchase or t r a c k a g e r i g h t s , 

23 i s not g r an t ed I n t o t a l , w o u l i t^. 11 f o r c e the Denver fl 

24 F l o Granie t o abandon any l i n o s ? 

25 A -ve n o t pres--'nted an e s s e n t i a l . '^ervic^s 
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1 c='se, but I woull say i t i s f a i r l y obvious over some 

2 long period of time th a t m i l l i o n h i t against c u r r e n t 

3 revenues, t h a t eventually cer* ain .ervices on the Pio 

4 Granda Railroad w i l l s u f f e r In a competitive f a s h i o n , 

5 and the long-t-^rir. v i c t i m s cf tha t s i t u a t i o n would be the 

6 shippers i n Utah and Colorado. 

7 3 But tod^y 'OU have not made any p r o j - - * i o n s 

8 th-.t e s s e n t i a l services would be eliminated? 

9 A No, .11 a'am. 

10 MS. RFED* Thank you very much. T h a t ' s a l l I 

'1 have . 

12 JUDGE HOPKINS; Mr. "acKenzio. 

13 BY M'̂. VINCENT »'ACK̂ .';ZIE 

14 3 Good a f . e r n o c n , Y r . H o l t m a n . Y y name i c 

15 V i n c e T t •"acKenzle, and T r e p r e s e n t tho '• tn*o - <̂  

16 C a l i f o r n i a . 

17 A Good a f t e r n o o n . 

IB 3 I ' d l i k e *o ask you a f«w q u e s t i o n s about your 

19 t e s t i m o n y and ,-orae c f *h-"̂  . "p ' ;.n --

20 F i r s t of a l l , "l^d I and--r st-•. nd ycu to r . . c p o n l 

21 t o - • ' i n s t a t i n g t h a t the io Grand^ V " "Ot 

22 d e t e r m i n e l whether any o f t he c o n d i t i o n s r r t r a c k ^ ^ e 

23 r i ' T h t - t h a t w o u l : i r a n * n d c c o u l d t e gr t o th 

24 UP cr the KCS, f e r exampl-,^, wi^h t 

25 condi t i o n s re , ' 
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A I don't t h i n k she was r e f e r r i n g about 

c o m p a t i b i l i t y . I d i d n ' t understand i t i n tha t f a s h i o n . 

Q Then I ask ycu t n a t question. 

A Okay. Would you please r e s t a t e I t ? 

... Q Has Rio Grande determined whether or not any 

of the c o n d i t i o n s sought by the other c a r r i e r s --

s p e c i f i c a l l y , the Kansas C i t y "Southern and Unicn F i c i f i c 

are incompatible with the c o n d i t i o n s sought by the 

Rio Grande? 

A We have not made such a study, no. 

3 I n your testimony on page 3 you r e f e r to a 

remanding of a case by the court of appeals to the ICC 

r e l a t e d to your IRA request i n the Union P a c i f i c case. 

Do yoj r e c a l l t h a t ? 

A Yes, s i r . 

0 I f the I n t e r s t a t e Commerce Commissicn decides 

In a reopened record to grant you- IRP in the Union 

P a c i f i c ca-Tt, what Impact, I f any, would that have upon 

y:;ur request f o r co n d i t i o n s i n t h i s proceeding? 

A Nonw whatsoever. 

0 And can vou exp l a i n rhat an.-:;wtr? 

A Well, the IPA i c at best v-^ry weak respon--^ 

to the a n t i c o m p e t i t i v e e f f e c t of t h i s p a r t i c u l a r 

mergsc . Tt would not be h e l p f u l i n any degree. ' t 

might be b e t t e r than perhaps nothing at t h i s poin*. :• 
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ra ther 

ymi 

1 the t r a f f i c tha t t i e IRA was o r i g i n a l l y 3uppoe:»d to 

2 p r o t e - t has probably Icng since disappeared i n the 

3 deregulated atmosphere t ha t we l i v e i n today, the 

* deregulated environment . And I d o n ' t .see tha t i t wocid 

5 p r o t e c t the shippers i n any event . I t ' s ce r t J^ in ly net 

6 s u b s t i t u t e , not even an approximate s u b s t i t u t e , f o r 

7 anyth ing t h a t we're asking f o r today w l i c h invo lvec ^n 

8 almo-3t phys ica l presence a* tH^ sh i ppe r ' s door . 

9 0 Are your answers i n par t cased on the f a c t 

10 t h a t the IRA r e l a t e s t o Unicn P a c i f i c t e r r i t o r y ra the r 

11 than Southern Pac i f i c -San ta Fe t e r r i t o r y ? 

12 A Y e s . 

13 3 I f the Ccrmission decides i n it .s wisdom t o 

14 grant you IRA ra the r than trackage r i g h t s or a c q u i s i t i o n 

15 r i g h t ! i n t h i s proceeding, would tha t provide s u f f i c i e n t 

16 p r o t e c t i o n to yoa to enable you to compete wi th the 

17 Southern Pac l f i c -San t a Fe? 

18 A T would very s ly quest ion the 

19 Commiesion's wisdo.Ti a t tha t p o i n t , and th ^ a~swei :r. . 

20 3 I f the evidence adduced on t h i s record 

21 i n d i c a t e d that f o r compe* -:th9r reasons the Rio 

22 Grande's trackage r i g h t s should be extende.1 south of 

23 Fresno to E a k e r s f i e l d , l e t me ask you what p o s i t i o n , i f 

24 any, wculd the Pio Grande take cn \ ha t . 

25 A Wa would accept t h a t . 
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Q Would R ic Grande u t i l i z e i t to i t s f u l l e x t e n t ? 

A Yes, s i r . 

MR. VINCENT MACKENZIE; Thank y o u . 

JUDGE HOPKINSi I u n d e r s t a n d Mr . van Orman has 

- - do you ha?e a q u e s t i o n ? 

HR. VAN OP^AV; Not o f t h i s w i t n e s s . 

JUDGE HOPKINS* Thank y o u . 

Mr . F r e t t y m a n , I guess t h a t ' s a l l . 

HR. STEPHENSON* Your H o n o r , I have somo 

qu-^st ions t h a t arose as a r e s u l t o f t h e Depar tment o f 

T r a n s p o r t a t i o n ' s q u e s t i o n s . 

JUDG" HOPKINS* I t h i n k I w i l l a l l o w — i t 

would be b e t t e r p r o b a b l y f c r him t o ask t h e q u o s t i c n r 

now . 

Mr . S t e p h e n s o n . 

EY MP. STEPHENSON. (Resuming) 

Q I s I t b a s i c a l l y then your p o s i t i o n t h a t ycu 

would — t h a t t he P io Grande would p r e f e r t r a c k a g e 

r i g h t s between Ogden and ? > s e v i l l e and Cgden and Klamath 

F a l l s r a t h e r than the purchase? 

A And t r a c k a g e r i g h t s beyond *c - - ; ' i t i o n 

t o those t r a c k a g e r i g h t s b e y o n d , y e s . 

3 So are y o u , i n o f f e c t , m o d i f y i n g your 

a p p l i c a t i o n h e r e w i t h ? 

A No. The a p p l i c a t i o n , as I unders tand * , 
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a l r e a i y c o n t a i n s t h a t a l t e r n a t i v e . 

Q W e l l , Mr . H o l t m a n , I have read you r 

a p p l i c a t i o n — 

MR. PPETTYMAN; I o b j e c t t o t h i s . 

JUDGE HOPKINSi M r . S tephenson, j u s t a 

minu t? . T h e r e ' s no sense i n r e a r g u i n g t h a t p o i n t . 

MR. STEPHENSON* I u n d e r s t a n d . 

MR. PRETTYKAN* I t i s a l e g a l q u e s t i o n , and i t 

has n o t i i i n g t o do w i t h t h i s w i t n e s s . 

JUDGE HOPKINS* A i l r i g h t . uet t o t he 

q u e s t i o n , b u t t h e r e ' s no sense i n g o i n q on t o t h e same 

q u o s t i o n . 

BY MR. STEPHENSON; (Pesuming) 

0 I f Rio Grande went to Oakland and Cregor. v i a 

t r a c k a g e r i g h t s — 

A And beyond . 

3 And beyond, what i n t e r e s t would SPSF have in 

interchanging with you at Ogden or going to Ogden? 

A Samo i n t e r e s t t i . y have i n any event, which 

post-morger w i l l be zero. 

3 Pnd who would SPSF interchange with? Would i t 

be with Rio Gr.^nde at Oakland or Rio Crande at 

Roseville? Where would they Interchange with the Pic 

Grande ? 

A I f we had our conditions? 

ALDERSON REPORTING COMPANY INC. 
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3 

1 0 Yes. 

2 A They would no t in terchange wi th us . We would 

3 be s o l i c i t i n g the t r a f f i c from the s h i p p e r s . The SP 

^ would not be i n t e r c h a n g i n g wi th us . They would be 

5 t r y i n g to take t h a t same t r a f f i c throuah the Southern 

6 C o r r i d o r SP-Santa Fe. 

7 3 And you would expect tha t Southern P a c i f i c 

8 over these t rackage r i g h t s w i l l p rov ide the same l e v e l 

9 of services t ha t had been requested of the SPSF system 

10 f-jL Oregon an1 nor the rn C a l i f o r n i a , Is t n a t cor rec t? I n 

11 other words, f o r the t rackage r i g h t s to R o s e v i l l e , the 

"2 t r a c k i g e r i g h t s t o Klamath F a l l s , you would excect that 

13 Scuthern P a c i f i c would , i n e f f e c t , mainta in your t r a i n s , 

14 dc your c l a s s i y i n g , run your yards , do eve ry th ing 

15 except run your through f r e i g h t s , i s t ' a t cor rec t? 
t 

16 A I d o n ' t know what I would expect cf the 

17 Southern P a c i f i c . I 'm sure we could f a s h i o n a t r * ' < ^ 

18 r i g h t agreement based cn the experier.ce t h a t w- had 

19 betwe=n Pueblo and Kansas C i t y t ha t would be 

20 s a t i s f a c t o r y to us and perhaps to them. 

21 Q Betwoen "ueblo and Kansas C i t y i n o t a ^ : i l l 

22 service opera t ion at a l l . I t ' s b r i l ; . ^ r i a h t s o n l y . 

23 A I t ' s b r idge r i g h t s o n l y . There are one cr two 

24 except ions . 
25 Q What are the one or two exceptions? 

ALDERSON REPORTING COMPANY, INC. 
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t o m i - , H e r i n g t o n . 

3 You s i m p l y i n t e r c h a n g e w i t h o t h e r c a r r i e r s ? 

A Yes . 

0 You d o n ' t p r o v i d e any s e r v i c e t c s h i p p e r s 

a long t h e l i n e ? 

A No. "^hat 's r i g h t . 

MR. STEPHENSON; T h a t ' s a l l I h a v e . 

JODCR HOPKIN'^* " r . F r e t t y m a n . 

MR. t 'FETTyAK* K c q u e s t i o n s , Ycur " o n o r . 

JUDGE HOPKTVS; •T'hark y o u . 

Y o u ' r e excused , s i r . Thank you v^^iy much. 

C^he w i t n - ^ s s was e x c u s e d . ) 

JUDGE HOPKIN^: 'c ycu move the a i m i s s l o n 

h i s tastimony'' 

YR, PRFTTYbAN* I dc. Your Honor. I move the 

admi.3s i o n of h i s v o r i f i e d s t a t :.t . 

JUDGE Hrpi^INr ; s ny o b j e c t i o n ? 

YF. STEPHENSON; No c t > j e c t i o n . 

JUDG" HOPKINSi I t w i l l oe r e c e i v e d i n 

evidence. 

MP. STEPHENSCN* I T,-,..-

t h r o u g h 116. 

MR. PPETTYMAN* I have an o b r e c t i c n to these , 

Ycur Honor . "^here has been no H I - - - , . - - on t h i s s t a n d t o 

s u p p o r t t h . ;--e. Th.-̂ <̂ e have not be- b j e c t t o c r o s s 
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e x a m i n a t i o n . And f u r t h e r , I would no te t h a t the 

i m p l l c a * ^ o n when t b e q u e s t i o n s were asked was t h a t 

somehow R i o Grande had t h e o b l i g a t i o n t o come i n a r d 

c o r r e c t a n y t h i n g t h a t wai. wrong h e r e . Tbe burden I s n e t 

on ue, and we o b j e c t t o th.-se e x h i b i t s . 

MR. STEPHENSON* Your Honor , t h i s I s the same 

t y p e o f C o u n s e l ' s E x h i b i t t h a t has been i n t r o d u c e d i n 

t he e n t i r e cou r se o f t h i s p r o c e e d i n g by c o u n s e l . ^s I 

s t a t e l when I u t i l i z e d thorn i n c r o s s examin ing c r 

d i s c u s s i n g w i t h the w i t n e s s the v a r i o u s f a c t s and 

f i g u r e s r e f l e c t e d cn the documents , t h a t they are 

c e r t a i n l y s u b j e c t t o m o d i f i c a t i o n a rd c o r r e c t i o n . 

JUDG^ "•^'^YINS* I ' m go lna to a l l c w them 

because t h e r e i s no q u e s t i o n - - I ' " : not c e r t a i n o f the 

t r u t h o r f a l s i t y o f t h t m . They have been put i n ' 'or t h e 

purpos-: o f c ross e x a m i n a t i o n of t h i s w l t n o s s , and f o r 

those r easons I w i l l a l l o w them t o be r e c e i v e d i n 

e v i d e n c e . They w i l l be r e c e i v e d i n e v i d e n c e . 

(T'-t- iccum<rnts p r e v i o u s l y 

- k e d F x h ' b i t Nos. 

. -C-113-1 16 f o r 

i d e n t i f i c a t i o n were 

r e c e i v e d i n • v - i d ^ r c e . ) 

JUDGE HOPKINSi Vho ' s tr.e n̂  x t w i tne s s? Ycu 

are l a ^ i v i - ^ a , I ' r . P r e t t y man? 
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20 F ST. N.W., WASHINGTON, D C. 20001 (202) 628-9300 



8289 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. PRETTYMANi 1 am. Your Honor , w i t h y c u r 

permls s i o n . 

MR. SANFCPD* Ric Grande ' s nex t w i t n e s s i s " r . 

A . H . Nance . 

Whereu pon, 

ADOLPH H. (BOB) NANCE 

was c a l l e d as a w i t n e s s by c o u n s e l f o r the DĈ GW 

R a i l r o a d a n d , h a v i n g been ' ' i r s t d u l y s w o r n , was examined 

and t e s t i f i e d ?s f o l l o w s * 

DIRECT EXAMINATION 

BY MR. SANFORD; 

3 Would you s t a t e your name f o r t h e r e c o r d , 

p iease ? 

A 

Q 

A 

3 

Adolph H. Rob Nance. 

What i s ycur employmont? 

General manaoer, C.̂'̂'W - i i l r o a d . 

Have you f i l e d a v e r i f l e i statement in t h i s 

prcce-adlng which 'L s found i n r.f.RGy-14, Volume 2? 

A I h a ve . 

3 And "-av you f i l e d or has there been, f i l e d on 

your behalf errata to tho operating plan. E x h i b i t 13, 

dated November 21, 1984, -..id ̂ -.ddition.il err^:* 'ted 

January 17, 1985? 

A Thore have b-̂ -en, ye-*̂ . 

Q .'̂ n-i ^ro you the witnoss that i s .espcnsible 

ALDERSON REPORTING COMPANY. INC. 
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mKm-
f o r the ope ra t ing p l a n , the labor e x h i b i t s , and the 

other opera t ing e x h i b i t s on behalf ot DiiRGW? 

A I am . 

3 And w i t h the changes made by the e r r a t a I s 

your statement t rue and c o r r e c t to the t e s t cf ycur 

knowledge and b e l i e f ? 

A I t I s . 

SR. SANFCRDi The witness i s a v a i l a b l e f c r 

cress examination. 

CPCSS EXAMINATION 

'^^KS^ BY MR. STEPHENSONt 

0 Mr. N'ance, at the top of page 6 of your 

v e r i f i e d statement you t a l k about, a f t e r having 

discussed the h i s t o r i c a l e v o l u t i o n of the Pio Grande 

frora the '203 through the '70s, you say t h a t , "Thir 

e v o l u t i o n has res u l t e d i n the cr e a t i o n of a ' a i l r o a d 

with e f f i c i e n t and hlghl.' competitive schedules and 

operat ions." 

And the question Is what are you competitiv-^ 

f o r ? What areas are you competitive In? Who are you 

competitive with? 

A Did you say that was i n the v e r i f i e d 

31 -i * ? Tl o n t , page 6 ' 

Q At the top of page 6 you say that as a r e s u l t 

of tha e v o l u t i o r t h a t you tal k e d about on page 5 ycu 
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have come to be a c a r r i e r with schedules and operations 

t h a t are e f f i c i e n t and h i g h l y c o m p e t i t i v e . Compared to 

what? What i s competitive? 

A Competitive i s -- and I l o c k i n g at i t frcm a 

r a i l r o a d p o i n t of view -- com p e t i t i v e is the a b i l i t y to 

a t t r a c t t r a f f i c to a r a i l r o a d l i n e i n the face of ether 

r a i l r o a d s operating along the same routes and being able 

to a t t r a c t t r a f f i c to a p a r t i c u l a r l i n e . guess that 

makes them com p e t i t i v e tlien w i t h other l i n e s . 

3 Are you f i n i s h e d ? 

A Yes. 

3 Do you consider yourself competitive with the 

Union F a c i f i c between Salt Lake C i t y and Kansas c i t y ? 

A Because we handlr- t r a f f i c t h a t moves between 

Salt Lake City anl Kansas City and vice versa I would 

have t c consiaer ourselves competitive in t h a t c o r r i d o r , 

y es. 

3 Are you ccmpotitive- with a l l types of t r a f f i c 

with the Union P a c i f i c ? 

A We seem t o handle a l l types of t r a f f i c , so I 

guc-ss we could than reason that we are competitivo f c r 

a l l types of t r a f f i c . 

3 Does the Rio Grande compete for movement of 

t r a f f i c from the Pay Area tc Chicago, for example'' 

A I t c e r t a i n l y does. 

ALDERSON REPORTING COMPANY. INC. 
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A 

3 

How does i t do that? 

Very w e l l . 

I n connect ion w i t h what k i n d of a j o i n t l i n e 

cr j o i n t r o u t e s , excuse re? 

A We have j o i n t r o u t e s , j o i n t r a t e s , and 

coopera t ion on the part?; of two connec t ing l i n e s , namely 

the Southern P a c i f i c T ranspo r t a t i on Company and the 

B u r l i i g t o n N o r t h e r n . 

0 Are you compe t i t i ve f o r TGFC t r a f f i c between 

the Piy Area ana Chicago w i t h the T o j t h e r n P a c i f i c ani 

the EN? 

A We c e r t a i n l y are iu t ha t we operate one t r a i n 

i n each d i r e c t i c i d a i l y t ha t i s p r i m a r i l y TCFC t r a f f i c , 

shippar forwarder type t r a f f i c . 

3 You also mention at the top of page 6 t h a t Rio 

Grande ha-s developed innov^. t ive marke*ino techniques 

tha t have been f a s h i o - c d and Implemented dur ing t h i s 

period of e v o l u t i o n of the Rio Grande from a r e g i o n a l 

c a r r i e r to a t r a n s c o n t i n e n t a l c a r r i e r . S p e c i f - . c a l l y , 

what -ire you t a l k i n g about when y o u ' r o t a l k i m a.^out 

th'--se i n n o v a t i v e marketing techniques? 

A Mr. Holtraan touched on t h a t b r i e f l y i n h i s 

testl-.iony t h i s morninq. I ' l l g ive you what I f e e l are 

marketing techniques , and I t h ink t h a t probably our 

t r a f f .c witnesses Prainard and Thiessen can ex cn 
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th a t f u r t h e r i f you so d e s i r e . 

But the marketing techniques that I am 

addressing are the i n n c v a t i c n cf the s h o r t , f a s t t r a i n , 

our t r a f f i c r epresentatives be^ng aware of customer 

needs so f a r as kinds of cars t h a t they needed so tha t 

we could p a r t i c i p a t e i n the f u r n i s h i n g of those empties 

to those shippers. Also, our t r a f f i c dept'irtment's 

knowledge of the needs cf our shippers so f a r as 

scheduled a r r i v a l and d e p a i i u i - L i r e s , and then the 

a b i l i t y of our operating and our t r a f f i c r e p r e s e n t a t i v e s 

to work with t h e i r counterparts on our connecting l i n e s 

and develop schedules and services that were t r u l y 

c ompetitive and highly used by our customers. 

3 Woul-^ you con5i:'er the SP/Df.FGW s o l i c i t a t i o n 

agreement t o be an Innovative marketing technique of the 

type t h a t yoM have j u s t d* scribed? 

A Yes. And on- - o f necessity. 

3 born-- of necessity perhaps, but i t has been 

successful f o r both companies as a r e s u l t ? 

A I would h^ve to say t h a t i t ' s been succossfnl 

so far as the a t t r a c t i n g of t r a f f i c , and frcm a purely 

Rio Grande l o i n t of v i e v , t r a f f i c to Pio Grando'.s lin=>s, 

y es. 

3 You also mention at the top of page 8 that 

most I m p o r t a n t l y , as a r e e u l t of " i e erande's e v o l u t i o n 
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m 

1 f r o m a r e g i o n a l c a r r i e r t o a t r a n s c o n t i n e n t a l c a r r i e r , 

2 i t ' s become a c u s t o m e r - o r i e n t e d r a i l r o a d . What i s a 

3 c u s t o m e r - o r i e n t e d r a i l r o a d ? What s e r v i c e s do you 

* p r o v i d e t h a t become a c u s t o m e r - o r i ? n t e d r a i l r o a d ? 

5 h i touched cn some of t h a t i n my e a r l i e r 

6 answer . There are a f ew t n i n g s t h a t I e l i m i n a t e d . Cne 

7 i s t h a t we were one of the f i r s t r a i l r e a d s t o r e c c g n i z ; 

8 t h e b e n e f i t s s h i p p e r s c o u l d r e c e i v e f r o m a t o t a l 

9 i n f o m a t i o n da ta systor^ on our r a i l r o a d . We can p r o v i d e 

10 the s h i p p e r s w i t h c a r l o c a t i o n - c a r movement 

11 i n f or li £ t l o i . We car k^-ep them up t o f a t e , and I t keeps 

12 us up to d a t e co *h=>.* we can ensure t h a t t h e movement 

13 promised t o t h a t cus temor i s a c t u a l l y accompl i shed on 

14 onr l i n e s . Th'-n some o f t h e o t h e r t h i n g s t h a t I 

15 ment ioned I n my e a r l i e r answer . 

16 3 I t perhaps I s s i m p l i s t i c to say t h i s , bu t th'-

17 reason t h a t you want t o be a cus t omer -o r i '= n t'--r r a i l r c a d , 

18 t o s t r i v e to be a c u s t o m e r - o r i e n t e d r a i l r o a d a* l o a s t so 

19 f a r a- overhe i t r a f f i c i s concerned - - and t h a i ' s whi t 

20 wo ' r e t a l k i n g i . .ou t here - - i s so t h a t you can ge t the 

21 s h i p p e r t o I n s e r t the Pio Grande ' s name i n the w a y b i l l 

22 wh.-n he r o u t e s h i s t r a f f i c f r o m t h e west t o K nsas C i t y 

23 o r Kansas C i t y back , >̂ r any t r a n s c o n t i nen * a l t r a f f i c ? 

24 I s n ' t t h a t b a s i c a l l y what your goa l i 

25 A T h a t ' s c o r r e c t . And tb a n o t h e r one c f 
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those th ings t h a t i s borne of necess i ty , because i n o i r 

ear ly days, i ' explained i n the v e r i f i e d s ta tem.nt 

e a r l i a r , we ware not a compe t i t i ve t r a n s c o n t i n e n u a l 

c a r r i e r of f r e i g h t . As we got somewhere else t , a t wculd 

put us In tha t p i c t u r e , we went up aga ins t some p r e t t y 

heavy f e l l o w s i n the form of the Union P a c i f i c , who had 

p r i o r to t h a t had a p r e t t y good lock on 'he t r a f f i c . We 

had to mcve p r e t t y f a s t to keep from g e t t i n g steeped on 

i n those e a r l y days. 

Cne of the ways that we knew we could a t t r a c t 

t h - j t t r a f f i c w;- to be a cus tomer-or iented r a i l r - . a d , and 

tha t i n v o l v e s l o t s of t i . i n g s . I t i n v o l v e s , i n a d d i t i o n 

to those t h i n c s th^it I ' v ? t o l d you, I t h i n k i t ' s a 

pecple thi.ag where cur sales depart ent h- - -.ie a groat 

e f f o r t to determine what the custom. c n <-• -ire and 

t h t n t c come back to the oper-ating side of the r a i l r o a d 

tc exprei.-. thcro needs to oper-i*ing departm'-nt, ind s^t 

down and work out j o i n t so lu t ion- ; to thcs. lems, 

market and then do I t . And t h a t ' ' •.: wa i- we hav* 

becom? a major custorn*r-orien*ed r a i l r o a d , ani wo do 

pr---tty wel l In tha t C o r r i d o r . 

3 Whenever a customer routes ove'-hea ; .c 

v ia the Rio Grande, i s i t f a i r to cay that tha t c: *'--" 

r. O f t i o n o f using a j o i n t l i n e route wi th the »lo 

or sl!» oute wi th any nucbf; 
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c a r r l ? r s , i n c l u d i n g thr Û  system, the SF, the Santa Fe 

and others? 

I guess the question I s can you think of much 

overhead t r a f f i c t h a t you haul t h a t i s not competitive 

w i t h one or more of the s i n g l e l i n e c a r r i e r s ? 

A No, I can't. 

3 So we can assume, I guess, *hat whenever Rio 

Grande p a r t i c i p a t e s in a movement as a:, overhead c a r r i e r 

i t is because t h i s customer o r i e n t a t i o n has convinced 

the s h i p p e i . ŵ̂ ..- l i e : rcute with Pio Granie I 

a competit.' .e a l t e r n a t i v e t h a t i s p r e f e r a b l e , at least 

i n t h a t instance, to the s i n g l e l i n e route of SP c^ UP 

or Santa Fe? 

A That i s as good as the same pr i c e or l e s s . I 

suppose you could put i t t h a t way. 

Q And i t ' s t h i s shipper a t t i t u d e t h a t has 

caused, as yon heard o - i r l i e r , 131 shippers to cone 

t e s t i f y i n your be. . the UP case and 600 shippers 

to come t e s t i f y on your behalf or submit v e r i f i e d 

statements i n t h i s case. I s I t not? 

A Well, wa l i k e tc think t h a t i t ' s beca us we're 

so gre.t and they're t r y i n g to help ue. When ycu r ? a l l y 

analyze i t , though, I believe che reason f o r a l l thosa 

shippsr statements i s that they might te t r y i n :elp 

us, but i t ' s one f o r u.s ani two f o r them. They alsc 
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want t o p r e s e r v e those c o m p e t i t i v e a l t e r n a t i v e s t h a t t h e 

R i o Grande has a lways o f f e r e d t c them i n t he p a s t . 

0 At pages 6 and 7 c f your v e r i f i e d s t a t e - e n t 

/ o u t r a c e v a r i o u s even t s such as t h e merger o f t h e CHCC 

i n t o t h e B u r l i n g t o n N o r t h e r n system and the f a i l u r e cf 

t h e R^ck I s l a n d / M F - U P merger as a f f e c t i n g the R io Grande 

o v e r t h e y e a r s . 

I s n ' t what y o u ' r e d e s c r i b i n g t h e r e a 

phenomenon t h a t has been g c i n g on i n t h e r a i l r o a d 

I n d u s t r y f o r manv year.e, which i s caused by mergers ana 

b a n k r u p t c i e s of r a i l r o a d , new l i n e a c q u i s i t i o n s , and 

t h a t ends up I n s h i f t i n g a l l i a n c e s beiween r a i l i . - ^ a 

(-r.nn3c t i o n s ? 

A Yes, s i r . T h e r e ' s a coup le of comments I 

would l i k e t o make on t h a t , t o o . And t h i s i s a l s o 

i n c l u d e d w i t h i n our v e r i f i e d s ta t ->ment , w i t h i n my 

v r i f l e d s t a t e m e n t . "ha t y e s , thceo -"hlngs have 

o c c u r r e d ove r t h i s t i m e p e r i o d . Th-- r e s u l t has been f o r 

l a r g e r end l a r g e r systems the p r imary reason f c r 

i n c r a a s i n c : t h e i r svste.n s i z e w - , you m i g h t s.ay, 

e l i m i n a t e c o m p e t i t i o n , and al.-c t c be ab lo t o e x e r c i s e 

the p r e r o g a t i e of a l o n g s i n g l e l i n e r a i l r o a d ; t h a t i s , 

keep t r a f f i c on i t s l i n e s . 

And I would f u r t h e r l i k e to ment ion i n 

c o n n e c t i o n w i t h t h i s t h a t we have been i n v o l v e d , u s . 
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i n an adversary p o s i t i o n to a l l of them. Cur t r a f f i c 

r e p r e s e n t a t i v e s , many who ^re i n t h i s p a r t i c u l a r case 

here today, have estimated the impacts of those various 

things t h a t have occurred I n the i n d u s t r y . And I t ' s 

amazing how c l o s e l y t h e i r p r e d i c t i o n s have r e a l l y come 

to pass in a l l of these. 

3 Aro you done? 

A I'm through. 

3 One of t h e i r p r e d i c t i o n s was that as a r e s u l t 

of i t . - acquis** Ion and r e h a b i l i t a t i o n of the Tucumcari 

l i n e t h a t the Southern F a c i f i c would stop r o u t i n g 

t r a f f i c over I t s Ogden l i n e and would begin r o u t i n g 

t r a f f i c away from the Central Ccrridor and to i t s cwn 

long haul via the 4C0 mile shorter route. You are 

f a m i l i a r w i t h that p o s i t i o n of your marketing p e o r l e , 

aro you not? 

A Yes. There wa:; :omothing you brought up here 

w i t h Mr. Holtman t h i s morning cn *hat 400 mile shorter 

route. I would l i k e t o be sure t h a t the record i c 

s t r a i g h t on t h a t . I was a l i t t l e confused - t sat back 

thera and had t o think i . through. That 400 rr.iles 

s horter i s a route t h a t i s 400 miJos sho r t e r by way of 

the Tucumcari l i n e tha. i t used to be around through the 

ol-! SSW route up t o Corsicana, as I remember. Rni yes, 

our t r a f f i c representa t i v̂ r̂c did p r e d i c t t b a t there wculd 
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be a d e t e r i o r a t i o n o f e r a f f i c moving over t h e Oaden 

gateway i n t h a t p a r t i c u l a r case . 

And I b e l i e v e as you c r o s s examine Mr. 

B r a i n a r d , and you want t o ask him tne s p e c i f i c s o f t h a t , 

he can g i v e you t h e b a l l p a r k f i g u r e t h a t he used as h i s 

p r o j e c t i o n , and what he f e e l s r e a l l y happened i n t h a t 

p a r t i c u l a r ca se . 

So, ye s , we d i d p r e d i c t t h a t would happen . 

C"r t r a f f i c r e p r e s e n t a t i v e s f e e l i t d i d happen . And he 

can g i v e ycu the e x a c t measure of what t h a t impac t was. 

3 W e l l , i n *« rms o f i t a c t u a l l y h a p p e n i n g , you 

a r e , I ' m s u r e , f a m i l i a r w i t h the I n t e r c h a n g e volumes 

between Sou the rn P a c i f i c and Rio Gran-'e t c d a y . Co t h o s e 

volumes — 106 ,000 car - I n 1964 compared t c 75 ,000 cars 

I n 198 2 — does t h a t r e f l e c t a raove.-nent o f t r a f f i c away 

f r o m t h e Ogden gateway and t o t h e T u c m c a r l r o u t e ? 

A ""his was a n o t h e r q u e s t i o n t h a t went t h r o u g h my 

m:,-:d as Mr . Ho"'tT.3n was r e p l y i n g t o d a y ; t h a t you use 

those numbers as showing an I n c r e a s e a t t h e Ogden 

ga teway . And T d o n ' t have a l l of t he numbers here w i t h 

me, bu t I t h i n k i t would be w e l l t o l o o k the.n u p . "aybe 

Mr. ' ^ r a i n a r d w i l l have t h o s e . I d o n ' t r e c a l l what the 

t o t a l Utah gateway volume was v i a Og':'-?n, t o t a l R i 

Grande-UP i n p r i o r y e a r s . 

I do k n o w - - - and you used t h i s 
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c h a r a c t e r i z a t i o n e a r l i e r - - t h a t the Union P a c i f i c 

p r o v i o u s l y ha--' the bu lk of the i n t e r c h a n g e at Ogden. 

Subsequent t o t h e merger of t h f Un ion Pac i f i c - ' ^ c u t hern 

^ a c i f i c - - Union " a c i f i c - M u s o u r i ?ac i f i c - W e s t e r n 

F a c i f i c and ar a r e s u l t o f tho j o i n t s o l i c i t a t i o n 

agreement betwoen ^ i o Grande and "Southern P a c i f i c , the 

p reponderance o f t h e Ogden gateway t r a f f i c s h i f t e d t o 

P io Grande . 

I heard Mr. K e n e f i c k make a s t a t emen t h^re 

y e s t e r d a y , I b e l l c v e i t w a : , *ha-L he d i d n ' t know what 

had happened , 1 u t he 'd .sure s-^en a heck o f a drop i n t h e 

U- i c e r c h a n g e at '^c-'e'^ . 

What I ' m t r y i n g *o say , " r . S tephenson, i s I 

d6W'*E" know w h - * h ^ c ' t h e r e has been a s h i f t c f t r a f f i c 

f r c r ' u c u i ' i c a r i l i n e t c the Cgden oa teway, or whethor 

we ar? o n l y exp. - c i n g an i n c r e a s e i n our i n t e r c h a n g e 

because o f f-.^ f l r ^ t - * i c decrear>e i - i n t e r c h a n g e . 

Spd I d o n ' t have t h a t answer, but r: a re *he 

qu . - s t i ons t f .;.n my . . . . ;n t h a t p a r t i c u l a r t • i i n:: . 

0 Ycur ma-' - ng pecp le have net done, *e ycur 

kncwis ' g e , any s t i d i e s t h a t w o u l i i r. -c 

which r c t t h e r n C a l i f o r n i a and u recon t r a f f i c i c f l c w i m 

ou t o v o r t h e ""ucumcarl l i T ' to Kansas C i t y an..; beyond' ' 

A No. ' j n l y t ^ i n q know - - a 

s t r i c t l y , -V - - i - * th _ . - i o r of nan-y c 
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There a re a rumbor - f o c c a s i o n s when Sou the rn 

t h o r e i s a s i g n i f i c a n t volume o f t r a f f i c n o v l n g f r j m 

Or'-gon , n o r t h e r n C a l i f c r n i a o v e r t h o Tucumcar i l i n e , and 

t h a t ' 3 a l l T h=>ve. I have .teen no s t u d i e s cn t h a t , Mr. 

Stephe nson 

3 

P a c i f i c n o t i f i e s P io Gran-" - t h a t i t has an o p p o r t u n i t y 

f o r c o n t r a c t r 'ates w i t h s h i p p e r s o v e r D£RG, and F'̂ RG 

e x p r e s s l y d e c l i n e s t o p a r t i c i p a t e i n t h a t t r a f f i c . 

I c n ' t i t because o f revenue p r o b l e m s , t h a t t h e r e ' s net 

enougn money t o be made? 

A I have n o t myse l* been I n v o l v e d I n any c f the 

c o n t r a c t n e g o t i a t i o n s o r i n any o f those i n s t a n c e s . I f 

t h e r e have ceen, I ' m not aware of theTi , no r l o I knc* 

th*:- r eason f o r them t o happen i f *hey a r e . 

3 Can w- l e t on *c t a l k i n g about your t r a c k a g e 

r i q ^ : * - ' n t o Kansas C i t v , p lease? 

A " -̂ur---. 

3 ."s was in d i c a t e d during Mr. --"oltman's cross 

examination, those *rackaGv r i g h t s a:e bridae right,=-

only, i s t h a t corr.^ct? 

A Yes. And do you have a par' 

fo r '-ore that I might use t c look a t , or do you hrve 

i t in your hand there? 

Q V.Oa 

H I's * b i s f r o m ,T!y t e s t i m o n y you are 
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Yes. Ycu t a l k abcut t h a t you now have 

t r a c k a g e r i g h t s I n t o Kansas C i t y , and I want t o t a l k t o 

you abou t your Kansas C i t y t r a c k a g e r i r j h t s . 

A I ' k a y . T h e r e ' s no p a r t i c u l a r p l a c e i n my 

v e r i f i e d s t a t emen t or o p o r a t l n g p l a n *hat you want t o 

t a l k about? 

3 No. Your t r a c k a g e r i c h t - t c Kansas C i t y are 

b r i d g e o n l y . That has b een c o v e r e d , I t h i n k 

mKm You 3D make i n t e r c h a n g e s , i s t h a t r i g n t , a l c n a t h e 

A We have t h e r i g h t t o i n t e r c h a n g e a t p l a c e s 

l i k e Geneseo, H e r i m t o n , Osawatcmie . T h e r e ' s • h^-r 

one — 1cm ax . '̂ o t h a t we can i n t e r c h a n g e t o the 

Y i s s o u r i P a c i f i c a t a l l these p o i n t s •---xcep* f e r i n e - o n . 

Wo i n t o r c h a n g = » s t r i c t l y w i t h t h e " i s s c u r i P a c i f i c f o r 

th-.' f u r t h e r a n c e of t h a t t r i f i i c t c i * : : u l t i r a t e 

d e s t i n a t i o n on some branch l i n e . At H e r i n g t o n we have 

* h - r i i - h t t o i n t e r c h a n g e w i t h a l l t r a n s p o r t a t i o n 

c a r r i e r s a t Hf r i n g t o n , i n c l u d i n g the '^F, c f cour«---r, SSV . 

3 What do t e rmines whether a t - a i n i s r o u t e d over 

- - and t;-e C o t t o n " . ^ I t i n t o Kac^as C i t y o r cu t o f 

Kansas C i t y as opocsed to whether i t goes on the "P a l l 

*h..r way i n t o •'-n<^T;- Ci*y? 

A ' on the way the t r a i n s are g i 

us at Cgden an-" *, cunt of t r a f f i c t h a t would 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W.. WASHINGTON, D.C, 20001 (202) 628-9300 
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served by the r u n - t h r o u g h a t H e r i n g t o n , t h e run-t*^rough 

w i t h t he Sou thern P a c i f i c where t h e y can p i c k i t up at 

H e r i n g t o n , run i t d i r e c t l y ••hrcugh t h e r e w i t h j u s t an St 

crew change on i n t o Kansas C i t y , and then some o f them 

mt 
u l t i m a t e l y end up i n St. t o n i s . 

A l o t of i t dep'T̂ nds on the volume of t r a f f i c , 

th-r types of t r a f f i c t h a t are a v a i l a b l e , and the desires 

of the Southern P a c i f i c and SSW t r a n s p c r t a t l o n 

mrnagement people. 

g How many trai.as a week would you have, f c r 

example, of t h a t v a r i e t y *ha* runs a l l the way frcm 

Ogden through to Herington and then i s picked up and 

taken i n t o Kansas City? 

A Well, we get them at Cgden and rur tb- - • c 

Her ing ten or Kansas City? 

3 Kansas C i t y 

A To Kansas C i t y ? f ^ V o r i n g ton ? 

3 Via ' - e r l n g t o n , c o r r e c t . 

A ^ h s v e n ' * - . • i count o f t h ~ f . ^ t w c u l l saem 

t o ire i t wculd run somewhere around a t r a i n maybe f i ' ' -

days i week. I t may be more than t h a t , " r . S te ph-̂ -n sen 

I ' m j u s t go ina f r o m r e c o l l - i c t i o n of what l i t t l e t ime 

I ' v e a ad t o spend in t h a t c o n t r o l cent-^- i - , •^f.iy * -

observe zl z r c • • - :::. "u* T t h i n k p r o b a b l y i 

t r a i n a day each way. I t may gc as h i g h a:- a ' 

v ^ ^ V e r i n 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W., WASHINGTON, CC. 20001 (202) 628-9300 
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a h a l f t a c h day each way v i a ' - - e r i n g t o n . ""erne o f *:h.6% 

t r a i n s j u s t d o n ' t come t o us ar a s o l i d b l o c k .'ier i g *on 

t r a L n at Ogden. '^or-o o f those t r a i i . c a r e made ur at o u r 

Grand J u n c t i o n hump y ^ r d or ^ i l l e d ou t a t P u e b l o , bu t do 

i n t e r c h a n g e back t o t he SSW a t H e r i n g t o n a f t e r sc-e 

s e r v i c e s on t h e Rio G r a n i e . 

Q How many t r a i n s a day a re you o p e r a t i n a c u t o f 

Pueblo t h a t dc no t go t o H e r i n g t o n bu* ge d i r e c t l y t o 

Kansas C..ty or f r o m •''an-a.c C i t y t o Pueblo? 

A I n t he m a n i f e s t * r a i n area about two t r a i n s 

each -jay a d^y 1 think would be a good ->vor--T-}, cd t^.en 

coil trains, a train and a hal* to two trains a day 

eastbound; a train ani a h i l f , two *: ' C 

empt i e s wes tbound. 

3 D u r i n g the c: ^ 

t a l k e d about t*-e reason * 

a * - T -

:u used th* 

' ' r . Ho I f : : a n we 

Kansas C i t y . What I s the rea -on tha* ^Cz. I s used as 

o p p c - 9 i to th--^ J'P t o do your work I n *'^^.* t e r - ^ i n a l ' ' 

A " r . '^oltman *' term t.n-'.t *h- r l 

F a c i f i c o b j e c t e d t c our b - j ing *he re . T h a t ' s c n l y h a l f 

01 I t . I was d i r o c t l y i n v c i v e d i n t r y i n g t c get 

our-selves i n t ' : Kmsas C i t y cn those t r a e k a a e r i o h * c and 

t r y m c t o nego*ia t - - w i t h t he Union F a c i f i c and : ' i - s o u r i 

- y r - i r V P f * Y - '•' . T * • £ a F a c i f i c f o r t h ^ r i g h t tc 

tr-f-mondouc y a r d , and I ha-1 no y 3 1 
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have so many problems s " e f f Yard was going to havo, 

especially after we became a -an* * :. • a 

And t h e r e were a l l k i n d s of r ea sons , a l l k i n d r 

o f t h i n g s they c o u l d n ' t d o , a l l k i n d s r f reasons t h e y 

s h o u l d n ' t dc them, and I had seme a equ a in t ancec on the 

KCS, and t h e b.= ' t ter a c q u a i n t e d I go t w i t h Kansas C i t y 

and a b l e t o e v - . l u a t e t h e c - p a b i l i t y o t h e Kansas C i t y 

Southern ya r -1 , i t s c l o s e p r o x i m i t y t o th-^ - e f f Y a r d , and 

a *'ow c o n v e r s a t i o n s w i t h some "̂ CS peop le who appeared t o 

be w i l l i n g t o *ak; u a t e n a n t - - and, of c o u r s e , 

t r i e el iS a l s o a t t h e c o n c u r r e n c e o f t h e Milwaukee - -

-a..eked them to niv-^. me a p r i c e p i F c B B t a A i c h they d i d , 

and I t was p r o f t y f a v o r a b l e so f a r as we vore concerned 

i n t h a t we f e l t we were i n a ya rd whore w- w . - v • ' c b - , 

th--y were no* -i c o m p e t i t i v o y - i c^ , *hey would p r o v i d e t h e 

s e r v i c e s t h a t we ntedeO , t hey ceemo.i t o be ve ry g l a d to 

do i t , and o f course.-, the per r ^ r p r i c e we ' r e p a y i r g 

'KILmM 
t h . m c e r t a i n l y p r o V « ^ ^ « b , i t h -i l i t t l e a d d i t i o n a l 

p- 1* i n t h e i r y , ' ' iu.e* w^- .̂b :- r i a h t place 

t o r e , and i t ' . . ; worked ve: , « 1 1 . 

3 Do you have any r u n - t h r o u g h - * l cns w i t h 

'•'iHcas C i t y c ^ i r r i e r s ;--uch ^ '^Cr or " i i w a u k e e ? 

H We dc . We hav^ one r u n - t h r c u g h t r a i n - - a'^i I 

would say t h i r i s p r o b a b l y t h r o e c r f o u r d t v - ^ r'< 

w i t h t he " . A , : C . • • ' v i d es a ver y goo 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N W. WASHINGTON, D.C. 20001 (202) 628-9300 



83C6 

• 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

8 

19 

20 

21 

22 

23 

2'-

25 

wj^^mmm 
r o u t e . I t a v o i d s a I Q % of t r a i n do l av i n Kansas C i t y 

f o r t i a t t r a f f i c . 

Ve i i s o h a v e , of c o u r s e , the r u n - t h r o u g h t r - ' i n 

-fron, t h e W o r f c l k " c a t h e r n ; th ' . i t I s p r i m a r i l y h a n d l i n g 

the Ford t r a f f i c . And i n a d a i t l o n t o t h a t , t h e r e are 

some c o a l t r a i n s t h a t run t h r o u g h t t h e " . j r i 

P a c ' f l c and some t o the M i l w a u k e e , --xu-' - '-.ere c - j u l ' . t e 

a n o t h e r c o a l t r a i n cr two m t h e r e . T d o n ' t r e c a l l 

r i g h t now, Y r . S tep t ienson . 

Q What d i r o r t i - t h e M i l w a u k e e t r a i n : . : 

A What d i r r c t i c n are they? 

3 Yes . The r u n - t h - o u g h t r a i n s . 

A ""he/ aro rnoving eas twar 

r i c h t - l i n e i n t o Kansa.- '" • • v , the ov -*-

moving east towards Chica'.70. l i k « 

a weeî  o t f o u r t hay car g-'* t o o e f 

- t r a c k a g e 

l i n o , and then 

t ra f f i c th 3 t 

b 1 o ck t r a i n f o u . o i t ' s ma k es up a V ory -I • 

•̂  t r a f f i - f l o w b c t h ways. 

3 I s i t r u n - t h r o u a h power w i t h bo th r a i l r o a d s ? 

A I t c . ' . • • " r u n - t b 

w - -• - • . • ri V / w ; t - • - r 

t h r CU g h , y o 1 : ; • * , . • i t , ; * . - -

o i t h i f i r pc. ' • - • to Pu ' - i on . 

3 Tho 

ALr.£RSON REPORTING COMPANY INC. 
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A We run an eas tbound back t o them w i t h a mix c-̂  

au to p a r t s , o T i n t i e s , and o; her g e n e r a l merchandise typo 

t r a f f i c . We r u n westbound t h r o u g h f r o m them. I b e l i e v e 

t h o y dc some s w i t c h i n g m t h e i r y a r d . The t r a i n , 

t h o u g h , i s powere l o u t of the N o r f o l k S c u t h e r n y a r d and 

on the o l d Pock I s l a n d segment of -ne l i n e past the 

Kencch.^- snd "Jeff Yards and c i t onto the l i n e to 

Osawatomia-

I would a l s o l l k o to ment ion here - - i * ' s 

a lmos t been o v ' - i l o o k e d i n our c o n v e r s a t i o n s a l o u t j o i n t 

t e r m i n a l f a c i l i t i e s — " ^ ^ ^ I H P ' ^ ̂ ' ^-^^"^ h a v i n g a 

j o i n t f a c i l i t y a g r e e r e n t w i t h the •'ansas ! " i t y "Southern 

an ; " i l w a u k e e i n t h e i r Kenoche and Fact Y a r d s , we a lso 

ha^'e t h a t - k i n d c f an arrangement wit,-, the N o r f o l k 

South-arn i n u h e i r y a r l . A:id I d o n ' t remember t he name 

of t h e i r Kan--!- C i t y y a r d . I s h ' . u l d , but T d o n ' t i i g h t 

o f f t h " t op now. Put we do ' 1 o i n t r a c i l l t y 

• w i t h iht-m *>- • . ry s i m i l a r t o t h - * - ' T t we 

have w i t h t he ' ' a rsas C i t y V j u * h e r r . 

ALDERSON REPORTING COMPANY, iNC, 
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3 What have t h e t : z c ^ ^ r i g h t s dene t o t h e 

volumas of t r a f f i c t h a t you used t c i n*e rchange w i t h "P 

a t ?u?blo? 

A W e l l , p o i n t e d ou t and :e 

you a r e aware , he "P I n t e r c h a n g e a t t>uoblo l i t e r a l l y 

d i o 3 ' - ^-^J v- r y s h o r t l y ^ f t e r t h i s m?rg3r took p l a c e . 

We ar ^ now moving ever the t r a c k a g e r i g h t l i : . < -cause 

r car a b i l i t y t o r e c e i v e t r a f f i c f - o m cu r c o n n e c t i c n s . 

When I c.:y " u - r n n ect i o n s , " i t doesn '* take 

v e r y I c n a f o r ycu t o s t a r t c l a i m i n g them. V.> hav.^ c n l y 

been t h e r e a l i t t l - ^ over a y e i r , but * -e our 

c o n n e c t i o n s now. 

Fro™ ouc con::-. • r snsa s Ci ty , we • a v:̂  

' l e i f e - ! up d v c l i i n e c f t r a f f i c *hat I s very '• ' - a b l " , 

a n i 1 h a v e n ' t ;r. ade t^^at co*" pa r i s e r , nut: c r i c a l 

c o m p a r i s o n , " r . S tophenson . . cut f e e l i r . . : 

f r : ^ - :- --* ' v--. been abl *- ^bi-.-'rvo .-jv-^r *he la - * 

y e a r 3 i t h t;' " - ' - . • 

1 - ' .vored w'-..,it we l e s t t c t h i i t i n t . : r ( , ^ - -ay 

be 3U3* a _ i t t i e h . ' - 1 i t T.ay h^ ju.s* a ' : - * - o 

Eut w e ' r e b-ick t c Pueblo be. 

:he t r a i n s • . ' * ' 3 s t i l l .a v o l n t on the 

ALDERSON REPORTING COMPANY INC 
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I I 

Your interchange with a l l Kansas City c a r r i e r s has 

brought you up to the point t h a t you w=re with t^'^ "F 

inter-change p r i o r to t*" -oc-r? 

A Yes. And there i s another s i g n i f i c a n t p c i n t 

i n coinection with t h i s D : i r t i r u l a r morger. I*'!s t h a t 

the Western P a c i f i c interchanae a *• Salt Lake C i t y , also 

i n connection with ths UF-^F and WP merger, has dene the 

same t h i n g t h a t the " i s s o u r i F a c j f i c interchange at 

Pueblo has done. 

And again, I would l i k e t d ' ^ ^ U l t as a s i ' e 

l i g h t , say tha t th*-- Union P a c i f i c argutd wl**- - - r a 

coupla of days here in t h i s /ery room that they w--;ro"'t 

intending tc *ake that t r a f f i c c f f of our l i n e at =^alt 

Lake C i t y , howver t h a t m . ' . *, ' -e of *b? 

j o i n t s o l i c i t a t i o n agreement and at the u r - i n c of the 

Commission In the Issuing of the decision In the 

•jp-wp--,- -. , , -. , ! ^ ̂  Soutnern P a c i f i c have 

w together /e^y w-^ll at -n. 

Most of that t r : ' ' f i . - , t h i t . '::dn--- t::-'.c 

t * - ^ * we receive from our - onr \ ' " • t y cr 

g rhose cc .ons a- • - as " i t v -.ice tc or 

f r o m t h e 'Southern P a d : . ^nterchan-^e a t Ogden. 

3 Do you bavc? any f e e l f ^ - • -her ycur r - • -^d 

today i s lower * h i n , a tou t the s-

ALDIRSON REPORTING COMPANY, INC. 
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your combined i n t e r c h a r g a w i t h Western P a c i f i c and 

Sou the rn P a c : . f i c t he year b e f o r e t he r-erger? 

I n e t h e r w o r d s , i s I t abou t the same number o f 

c a r s , b u t j u s t coming f rom d i f f e r e n t r a i l r o a d s ? 

A T h i s i s s t r i c t l y an e s t i m a t e , and I t h i n k i f 

you want t o get I n t o t h e c p e c i f i c numbers , I b e l i e v e Y r . 

B r a i n a r d o r Mr. T h i e s s e n may have t h o s e . I have seen 

thep somewhere i n some of t h e i r f i l i n g s . 

Sut I f I remember c o r r e c t l y , w e ' r e not y e t a t 

t he same l e v e l we were when Southern F a c i f i c was a 

• " r i e n d l y c o n n e c t i o n , Woste'- J P a c i f i c was a • - ' l y 

c o n n e c t i o n , M_-^.sourl P a c i f i c , B u r l i n g t c r ' - c r t h e r r - i 

Rock I ; : i a n l wcre a l l f r i e n d l y c o n n e c t i o n s on ^he eas t 

end . 

I d o n ' t t h i n k we ^ro at t h a t l e v o i y e t . I 

t;-iTik t h e r e has b-sen a d rop i n t o t a l t r a f f i c . Put d o n ' t 

h e l l -n-: t o t h a * . "heck t h a t out w i t h one o f our t r a f f i c 

cuys . I ' m sur-^ they h'. v--̂  thcs- ' n urn ben ; a v a i l a b l e . 

Q M r . . ' _ l tman t o l d us t h a t the Rio Grande t r a i n s 

r u n n i n c ever the t r a c k m c r i i h t s :• - unnlna w i t h 

;•. - i P a c i f i c c r e w s . I s t h e r e a p l a n t h i t those some 

i . iy would be run by Pio Crande crews? 

A S ince t h e UP-^P d e c i s i o n , t i i e r ? has been a 

c c n ; t a n t - - thr- re hue a lways been some th ing t h a t ' s been 

an unc - • . • i t y . F i r s t i t vas wha* w i l l t he 

ALDERSON REPORTING COMPANY. INC 
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right'- rental be? It seems that that may have been 

.<:olval . 

Pnd Hbout the *ime t h a t was solved or p r i c r t c 

the time t h a t was solved, tne Santa Fe Southern P a c i f i c 

merger was announced, and now we are involved in t h i s 

t h i n g . And I know you and I , our two r a i l r o a d s have 

d i f f e r e n t points o' view on t h ^ impacts of that merger 

on the Rio Grande. 

At t h i s t i m e , because of those u*̂  certa i n t l es , 

I wouldn't p r e d i c t one way or the :tb-'^r what's going to 

happen on that Missouri p a c i f i c 1 no because i f our 

prc-Jlction holds t r u e and we lose some 95,0^0 loads a 

year, which a oood part of tha t would mo/ ; over .' ?n.<̂ as 

C i t y , that i s sure going tc a f f e c t that operation cut 

th ere. 

I f , cn the other hand, we are successful in 

our attempts to acqulro an operatin-i presence In '^regor 

and C a l i f c r n i a , then i t may be decision time 23 i i r a--

the Kansas Cit y l i n - ^ -'. s concerned. Rut I would hope 

tha* some day c would operate our own crows over that 

l i n e . 

3 You mentioned <^5,000 loads. a?,"00 loads 

c o n s t i t u t e s the number cf leads t h a t ycu are moving in 

and out of Pue'-lo via your trackage r i g h t s ? 

A Yo. That is the diversion that w-. ... 

ALDER.'.ON REPORTING COMPANY. INC. 
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by Mr. Thiessen i n h i s o p p o s i t i o n t r a f f i c s t u d y as a 

r e s u l t o f t he - - I ' m s o r r y . I t h o u g h t T made t h a t 

c l e a r , " r . S tephenson . I ' m s o r r y . 

3 How many ca r s do jrou move i n and o u t - - how 

many '.cads do you move I n "a cu t o f Pueblo today under 

/ o u r t r a c k a g e r i g h t s , or d i d you l . i 1984? 

A I d o n ' t have t h a t number a v a i l a b l e , I d o n ' t 

b e l i o v e , Y r . S t ephenson . I m i g h t be a b l e t o g i v e you 

some th ing as a b a l l p a r k number , bu t n o t n e c e s s a r i l y a 

t r u e number . 

3 ""aybe you can l o o k at i t ovor t h e b r e a k . 

JDDGL KCFKINS: Why d o n ' t w- do t h a t ? 

PY YP. STFPHENSONi (Resuming) 

3 Do you have a f e e l f o r - - and you may want t o 

l o o k a t t h i s over t l i e break a l s o — 1 ' '-^ed H r . Holtman 

whether the amount o f t r a f f i c t h a t the Pie " r a r d e was 

r e c e i v i n a at i t s Co lo rado Gateways liHs more or l e s s t h a . 

th-- t r a f f i c t h a t i t i s receiv.r ,^^ at Kansas C i t y v i a i t s 

t r a c k a g e r i g h t s . 

Do you under ' - tand the- q u e s t i o n ? 

A I un-?erstar.d the q u e e t i c n . Y o u ' r e t a l k i n g 

about do we g t t more t r a f f i c c'^f t h • ccmbined B u r l i n g t o n 

Nor the rn -UP i n t e r c h a n g e a* '^'-"ver or f rom the r---^'' "- ' 

i n t e r c h a n g e s a t Kansas C i t y ? 

C Yos. 
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A I would say w e ' r e g e t t i n g more t r a f f i c o f f t h e 

combined i n t e r c h a n g e s a t 'Kansas C i t y . 

0 You i i d n ' t m e n t i o n t he Santa Fe i n t e r c h a n g e a t 

Denvar cr P u e b l o . I s *hat because the Santa Fe 

i n t e r c h a n g e i s n e o l i g i t l e ? 

A T h a t ' s because i * ' s very o a r y t o f o r g e t . 

There i s n ' t much o f i t . 

0 Okay. Do you have any u n i t c o a l t r a i n s w i t h 

t h e Santa Fe? 

A Yes , we d o , t h a t c p e r a t e ou t of the M o f f a t 

d i s t r i c t on our r a i l r o a i and t o them a t P u e b l o . I 

b e l i e - ' e t h e r e ' s a C o l e t o Creek and a c h e m i c a l o u t f i t we 

s t i l l i n t e r c h a n a e c o a l t r a i n s w i t h ^ j t : P u e b l o . 

3 W e l l , I asked ycu — 

A C e l a n e s e . 

3 — you r i m p r e s s i o n o f whether ycu were c e t t i n g 

more c a r s a t Kansas C i t y than you were g e t t i n a a t ycur 

r o l o r a d o Gateway i n t e r c h a n g e s , and you i n d i c a t e d ycu 

t h o u g h t i t was — 

A I ' d l i k e t o m o d i f y t h a t , t o the e x t e n t t h a t T 

i.n. H e r i n g t o n i n my guess as w e l l as Kansas C i t y . 

Q I u n d e r s t o o d your answer t h a t w a y . Wh^t a l . )Ut 

t h e r e v e r s e d i r e c t i o n - - eas tbound? i^o y o u r t r a c k a g o 

^_^^titr - - do you move more t r a f f i c v i a your t r a c k a g e 

r i g h t s t c H e r i - g t o n c r Kansas C i t y than ycu i n t e r c h 
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le Color-ado Gateways? 

I wculd say t h a t ' s c o r r e c t . 

3 So t h e t rackag-^ r i g h t s has been a success i n 

terms c f a t t r a c t i n g volumes cf t r a t f i c , w o u l d n ' t ycu 

ag rea ? 

A I t has been ; y o s . 

3 Do ycu have any m a r k e t i n g o r s o l i c i t a t : - n cr 

o p e r a t i n g agreements w i t h ycur c o n n e c t i o n s a t t h e 

Co lo rado Gateways, B u r l i n g t o n N o r t h e r n , Santa Fe , c r 

UP? 

A Are you t a l k i n g about some th ing l i k e the j c i n t 

s o l i c i t a t i o n agreement? 

mmm-
"* Something l i k e t h a t , o r maybe — 

" A N O . We have — I a o n ' t know whether you wcu ld 

even c a l l them agreements or n o t . They a re a g r e e d - t o 

op.-^rating p r a c t i c e s between o u r s e l v e s and the B u r l i n g t o n 

N o r t h e r n , f o r example , where we w i l l t r y t o g^t T r a i n 

i n t o you on t imo i f you w i l l t r y to get -^rain 64 t o us 

on t i m - . Those k i n d s c f agreements , y e s , we have 

t h o s e . 

Put as f a r as any c o o p e r a t i v e t r a f f i c t y p e 

a g r e e n e n t s , t h e r e a r e none, no , t h a t I ' m aware o f . 

There may be some, bu t I ' m not aware o f t h e m . 

0 no you have any s o l i c i t a t i o n or m a r k e t i n g 

agreements wi*b Kansas C i t y r a i l r o a d s ? 
ALDERSON REPORTING COMPANY INC. 
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A No, none t h - . * I ' m aware o f I b e l i e v e we are 

p a r t y t o a Ford c o n t r a c t t h a t N o r f o l k Southern i s a 

p a r t y t o a l s o , i f yea want t o c o n s i d e r chat an ag reemen t . 

Tha t ' s " an agreement p r i m a r i l y between 

o u r s e l v e s and t h e s h i p p e r . 

Q I ment ioned t o Mr. Holtman the I n c r e a s e 

between 1983 or '52 and '83 ane your average l e n g t h of 

hau l as a r e s u l t o f t he t r a c k a g e r i g h t s went f r o m 325 

m i l e s t o 484 m i l e s . 

Dc you know what i t i s t o d a y ? 

I d o n ' t , Mr . S tephenson . I would imag ine i t 

would l a v e r y c l o e o *c what 19^4 was. 

Q At t h e o t h e r end or the o t h e r e r d of you r 

r a i l r o a d . P r o v e . You have i n d i c a t e d i t page 4 o f your 

v e ' l f i . r d ment t h a t you have an i n t e r c h a n f r c a t Prove 

w i t h t h e Union P a c i f i c , I t h i n k you say b a s i c a l l y f o r 

c o a l t r a i n s . 

A T h a t ' s c o r r e c t . 

3 How much t r a f f i c are you r u n n i n g t h r o u g h Prove 

w i * h t h e UP? 

A T h a t ' s a s p o r a d i c vo lume, i n t h a t t h a t 

i n t e r c h a n g e depends upon t h e vclunje o f e x p o r t c o a l t h a t 

i s m o v i n g . I f we have a month when t h e y are s h i p p i n g a 

l o t of c o a l e x p o r t s f r c m Long '^each, w e ' l l maybe r u n 

t h r e e c r f o u r * r a i n s a day i n t h e r e f o r a weok, and t hen 
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mmm 
t h e r e w o n ' t be an o x i | j | i ^ t | ^ t r a i n f o r - . u i t e a w h i l e . 

There I s a f a i r l y c o n s i s t e n t movement o; 

t r a f f i c t o the uP t h e r e f ro ra a mine i n Carbon C o u n t y . 

Utah t o t h e Ne^vada '^ower Company a t Moapa, j u s t o u t o f 

Las Vegas . 

Q I s i t u n u s u a l he re t h a t you are d e a l i n g her? 

as a c c n n e c t i o n w i t h a c o m c e t i t c r ? I s n ' t UP c o j p e U n g 

f o r t h i s , f o r a s i n g l e l i n e h a u l , number o n e , a W W l l s o 

t o get the c o a l f r o m some o f t h e i r own o r i g i n a t i o n s ? 

A Wf are d e a l i n g w i t h a c o m p e t i t o r , b u t i t ' s n o t 

i n t h - sense o f soae c o m p e t i t i v e - - n o t i n t he sense of 

most c o m p e t l t - v e s i t u a t i o n s , i n t h a t - h - r e i s a c o a l 

mine i n Carbon '"ounty t h a t i s v e r y c l o s e p r o x i m i t y t o 

t h a t pcwer p l a n t i n Nevada. 

T h i s i s t h e c l o s e s t p l ace t h a t t h e UP can get 

t h e c o a l . Ani so I d o n ' t see t h a t as a c o m p e t i t i v e 

i s s u e , nc. 

3 Okay. Now, the c o a l m o v i i < f o r e x p o r t i s 

moving over the Union F a c i f i c south t o Los A n g e l e s ; 

c o r r e c t ? 

A T h a t ' s : - ' - L r e c t . 

3 And i s t h i s o t h e r c o a l movement t h a t ycu 

d e s c r i b e . I s t h a t moving on t he o l d Western P a c i f i c i n a 

w e s t e r l y d i r e c t i o n ? Ct i s t h a t a l r o moving on t he UF 

l i n e ? 
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A I t ' s on the UP l i n e , across t h . o l d LACSl i n t o 

Los Angeles. 

3 No. I'm t a l k i n g about the second movement 

t h a t ycu described. 

A The pow^ir company coal? 

Q Yes. 

A No. That also moves over the o l d LACSL i n t o 

Moapa, Las Vegas, Nev?da. 

Q You may have mentioned t h i s , and I may !;ave 

fo r g o t t e n i t already. We Wcr-? t a l k i n g about the changes 

i n volumes, interchange volumes, at Salt Lake C i t y . 

Can you give me a raw number, a p pro xim a t •'ly, 

as to what the Western P a c i f i c interchange volume was 

l a s t year 10,000 cars, 30,000? 

A I t woe' n't be that much. I th i n k probably 

we're t a l k i n g i n the neighbcrhcod of 3,000. Fut again, 

Mr. Thiessen or Mr. Brainard can, I t h i n k , give you t 

that axact number. 

0 What i s the d i f f e r e n c e between your 

interchangi' at Salt Lake with the UP and your 

interchange at Cgden with the UP? Why 'ould I t be cne 

plr ce as oppo.sed to th - other? 

A Ogden versus Salt L^ke City with the UP' 

Q Yes. 

A Oh, t he Cgian i n t e r c h a n g e w i t h t h e Uni jn 
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P a c i f i c has never amounted t o a n y t h i n g . The S a l t l a k e 

exchai '^e w i t h t h e Union P a c i f i c , excep t f o r some l o c a l l y 

o r i g i n a t e d c r t e r m i n a t e d t r a f f i c , d i d n ' t amount t o 

a n y t h i n g either^MMMM||| |^. 

The i ^ ^ ^ ^ H p ^ e t h a t amounted t o someth ing I n 

S a l t Lake C i t y was w i t h t he Western P a c i f i c . And s ince 

t he W9stern P a c i f i c i s now Union F a c i f i c , then we 've g o t 

t o c o n s i d e r i t a l l as cne i n t e r c h a n g e . 

3 You heard t h e t e s t i m o n y o f Mr . Holtman t h i s 

mornino when I asked about the 70/30 s p l i t betwpen the 

i n t e r c h a n g e volume SP w i t h UP ve r sus P io Grande? 

A Yes . And t h a t ' s what I was r e f e r r i n g t o 

e a r l i e r I n my t e s t i m o n y t o Mr. S tephenson-

3 Have ycu heard f r o m any sou rces on your 

r a i l r o a d t h a t t h e s p l i t t oday i s n o t , as I c h a r a c t e r i z e d 

i t e a r l i e r , 70/30 i n f a v o r c f Rio Grande, as opposed t o 

70/33 i n f a v o r o f UP as i t was s e v u r a l yea rs ano? 

A The numbers t h a t I ' v e heard f a l l i n t o *hat 

b a l l p a r k o f 7 0 / 3 0 . I t c o u l d be 72/28 or s o m e t h i m l i k e 

t h a t . But I ' m not su r e of the exac t p e r c e n t a g o c . 

3 At page 9 of your v e r l * '^nt , yc-. 

t h a t as a r e s u l t o f = l o Grande ' s t r a c k a g e r i g h t s t o 

Kansas C i t y , your t r a f f i c base c o n t i n u e s t o g row. Ey 

t h a t , do you moan p r i m a r i l y b r i d g e t r a f f i c ? 

A Yes. 
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3 And I s t h a t both eastbound and westbourl? 

A That', eastbound c>jd westbound. The othec 

thing that v/e are seeing some growth i n i s •ho growth 

TOFC t r a f f i c from Kansas C i t y to Denver which i s s 

l o c a l , a p o i r t l o c a l to the Pio Grande, and not 

considered bridge. 

Eut, for the most p a r t , t h a t growth i s 

bridge t r a f f i c . 

"^^^^^i^^mmtm^ 

Q And you hau l t h a t t r a f f i c t o Pueblo and t h e 

you r u n i t up t o Denver f r o m t h e r t ? 

A T h a t ' s c o r r e c t . 

0 You say *hat the t r a f f i c , t he g r o w t h i n 

t r a f f i c between Kansas C i t y and - - c r t h a t your t r a f i 

ba re i s I n c r e a s i n g and i t ' s b o t h westbound and 

ea.'=;tbo und . I s t h ^ t r e l a t i v e l y ba lanced? 

A I d o n ' t r e c a l l t h e breakdown f o r loade v e r i a s 

e m p t i e s , " r . S tephenson . 

3 A c t u a l l y , what I ' m s a y i - : ^ , ' b a l a 

i n terms o f l oads westbound and eas tbound? I s * h -

growth i n bo th ^ ^ ^ ^ ^ c n s ? 

A I h a ^ ^ B ^ p t o anrwer beca'^ wculd b 

guess cn my p a r t . I d o n ' t know, Mr- S tephenson . 

3 Can you q u a n t i f y the g rowth i n terms o f ^ J £ 4 

ver sue '^^3, f o r example? 
A No, but 1 believ^^ "r . i"biooSPn Day I zae 

1 a r ^ . 

:^mm 

U 
W — ^ • ll- j j f t - i i i l i l M i i i 

wmm 
r 1 
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1 numbers; eithelPBBPbr Brainard. I th i n k they have 

2 lookel at that and I have not. 

3 3 You mention i n the next paragraph on page 9, 

* "the r a p i d growth of t r a f f i c tc and f r o n a l l of Rio 

5 Granda's 1 t i m W f r connections.-

6 Just stopping there, to what extent has the 

^ increase that we see i n the interchange volume at Cgden 

8 between Rio Grande and SP, to what extent does t h a t 

9 r e f l e c t t h i s growth i n your f r i e n d l y connections at 

10 Kansas City? 

'11 A As I explained e a r l i e r , they are almost a 

12 d i r e c t c o r r e l a t i o n 1 -e we suro as reck aren°t g'vlng 

13 the t r a f f i c at Salt Lake to the old Western P a c i f i c . 

1* The t r a f f i c thdt i s moving i n oridge i.5 a l l movinc? to 

15 Southern P a c i f i c . 

16 Q And you s o l i c i t f : i t route from Xan . 

17 C i t y -~ or to the extent t h a t the Rio Grande has c o n t r o l 

18 or some influence cn the r o u t i n a , you t r y to soe to i t 

19 t h a t i t i s routed to '^cuth -rn F a c i f i c at Cgden? 

20 A Y . There's a very good reason f or *, and 

21 I 2- • i i n l y not going to pretend to be a t r a f f i c 

22 expert i n t h i s t h i n g . But Mr. Thiessen md 1 can 

23 f i l l ycu i n on t h i s a l s o . 

24 One cf the r'_*asons tha t t h a t i s true i : 

25 subseguent to the UF WP merger, for a l l i n 
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and purposes, the interchange at ^ a l t Lake Ci ty has been 

comirercia l ly closed to us. They are I n t e r e s t e d I n he 

long h a u l . ""he way we get j o i n t r a t e s and routes i s 

through the Southern P a c i f i c . The s o l i c i t a t i o n 

agreement he lp s . 

And aga in , I t h i n k I f you r e a l l y want to know 

every th ing abcut t h a t , Mr. Thiessen and Bra inard can 

f i l l you I n on I t . 

Q At page 10 of your v e r i f i e d s tatement , you say 

the Rio Grande has emerged as an impor tan t c a r r i e r ~. 

c o » l and t h a t most of i t moves to power p l an t s and other 

I n d u s t r i a l users i n the Midwest, ??crtheast, and 

Southeast . 

Would you agree wi th Mr. ^-'oltman'"- *—'i- ' iony 

tha t your coal t r a f f i c i n '84 was up about 10 percent 

from •P3? 

A Ye.e, because I don ' t have any reason t o 

•!lsagr>'f wi th h im. 
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1 Q Am I to understand from the statement T j u s t 

2 quote! t h a t most of your coal t r a f f i c i s eastbound? 

3 h I t has been i n the past, yes. 

• a Can you give me an approximate breakdown, 40 

5 percent or 80-20, 75-25, something l i k e that? 

• A I t i s probably /ery close tc a 50-50 s p i l t on 

' l o c a l consumption versus eastbound t r a f f i c , eastbound 

8 coal. 

• Q By l o c a l consumpt ion you mean - -

'0 h i mean power p l a n t s on Rio Grande . 

11 0 W e l l , perhaps I am l o o k i n g a t t h e wrong 

12 t h i n g . Perhaps t h e f i g u r . r s t n a t I go t c u t c f your QCS 

13 are w r c n g , b u t t h a t would r e f l e c t t h a t you o r i g i n a t e d 

1* 14,627 ,000 tons of c o a l i n 1983 a - ' - - e ived o n l y 27 ,000 

15 f r o m c o n n e c t i o n s . I ques ? i t i s not i n c o n f l i c t . 

16 You a r e s a y i n g t h a t most c f t h i s or a r u b s t a n t i i l amount 

17 o f t i i i s , n e a r l y 15 m i l l i o n tons o f c o a l , i s con.sumed on 

18 the R i o Grande i t s e l f ? 

19 A Yes . We have a b i a power p l a n t a t Denver , 

20 there i s a b i g power p l a n t at Colorado S p r i n g s , some 

21 power p l a n t s a t S i l t Lakr C i t y t h a t a l l consume c o a l 

22 t h a t i s mined on our l i n e . The ba l ance o f i t moves 

23 o f f l i n e . 

24 3 And cf the balance t h a t moves o f f l i n e , .'.m I 

25 c o r r e c t i n und yr s*. andi ng that i t i s predominantly 

n ALDERSON REPOHTING COMPANY. iNC. 
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eastbound, or i s i t — • 

A The r egu la r movement of coa l I s eastbound. 

The sporad ic moveaent of coa l f o r expo r t i s westbound. 

And I d o n ' t know what percentage of th4 c o a l by export 

would t e , Mr. Stephenson. 

3 As I understand i t , one of the supposed 

b e n e f i t s of Eic Grande's responsive a p p l i c a t i o n i s tha t 

i t woald permit Pio Granie to p rov ide s i n g l e l i n e 

se rv ice to west coast por t s f o r p o t e n t i a l export tc the 

Far East when and i f t h a t happens. 

A That i s c o r r e c t . 

Q Today you are moving, t o the ex*ont <-̂  - - there 

i s export c o a l , you are moving I t e i t h e r via Southern 

P a c i f i c or Union P a c i f i c , co r r ec t ? 

A That i s c o r r e c t . 

3 Now, w i t h respect to your ea:?tbound c o a l , a l l 

of tha t coal moves through connec t ions , does i t net? 

A Anything east of our l i n e moves through 

connect ions , t h a t ' s c o r r e c t . 

Q Anything that would be l e a v i n g Pueblo on the 

tr-^ckage r i g h t s or - - Is there any coa l consumed on t-,^ 

t rcckage r i g h t s l ines? 

A There i s none. There i s som-- ' the coa l 

going to southeastern markets tha t i s In t ' tc 

the " I s r o u r i F a c i f i c a t Osawatcmie. The balan., i t 

^ ^ ^ ^ ^UHHHU^ 

''^^^^m, wmmmw 
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moves t o Kansas C i t y and i s d e l i v e r e d t o one o f t he 

v a r i o u s c o n n e c t i o n s t h e r e . 

3 Okay, or t h e Santa Fe, t h i i Santa Fe movement 

you d e s c r i b e d e a r l i e r , where do you i n t e r c h a n g e t h a t ? 

A That I n t e r c h a n g e s a t Pueblo and moves v i a La 

J'^nta and over t i e Santa Fe b r a n c h , Boise C i t y b ranch I 

t h i n k i t i s , down i n t o Texas a t the Ce l -nese or C o l e t o 

Creek . 

Q I n any e v e n t , a l l o f the eas tbound t r a f f i c 

t h a t Bovfes Pueblc or Denver i s moving by way of a t l e a s t 

one o t h e r c a r r i e r w i t h y o u r s e l f . 

A That I s c o r r e c t . 

3 So t h a t t o t h e e x t e n t t h a t your t r a c k a o e 

r i g h t s , your purchase and t r a c k a g e r i g h t s , cr your p l a i n 

t r a c k a g e r i g h t s would p e r m i t you t o have s i r g l e l i n e 

_ • v i c e to Wi — co-^st [ o r t s , t h e f a c t i s the Rio Grande 

has s u c c e s s f u l l y marke ted i t s c o a l , o r i t s s h i p p e r s have 

s u c c e s s f u l l y marketed t h e i r c o a l ' o e a s t e r n t e r m i n a t i o n s 

u s ing a t l e a s t a t w o - l i n e h a u l i n eve ry c a s e , w o u l d n ' t 

you a g r e e ' 

A î e h i v e -marketed some o f t h a t c o a l . I d o n ' t 

know t h a t w i t h the t o t a l volume moving i n c o a l t r a f f i c 

on a l l r a i l r o a d s wh-^thec you would r e a l l y c a l l us a l l 

t h a t s u c c e s s f u l or no t i n *hat we c o u l d have , had we 

been a b l e t o be t h e o n l y c a r r i e r I n v o l v e d , 
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market a l o t more o f t h a t c o a l eas t t h a n we have . But 

where we have had t c d e a l w i t h one or two o t h e r 

r a i l r o a d s i n coming up w i t h a m a r k e t i n g p l a n , has t ended 

t o b l m t our t h r u s t i n t o t h a t n a r k e t and has g i v e n tha 

s i n g l e l i n e r a i l r o a d s l i k e t h e B u r l i n g t o n and t h e Union 

P a c i f i c , and i n some cases the Santa Fe, a much b e t t e r 

advantage i n t hose marke t s than we have . T h i s i s f rom 

an o p e r a t i n g man's p o i n t o f v i e . ' , when I keep w a n t i n g t c 

r u n c o a l t r a i n s and t h e t r a f f i c depar tmen t t e l l s me w^ 

c a n ' t dc i t because t h e y bea t uys ou t cn t h a t l a ^ * b i d . 

So I t h i n k we p r o b a b l y c o u l d have done b e t t e r i f we had 

been a s i n g l e l i n e h a u l t h a n we have by t r y i n n t o - -

have t o n e g o t i a t e j o i n t r a t e s . 

3 Bu t th-" f a c t IS t h a t over t h e l a s t t en y e a r s , 

your g ros s ton m i l e s o f c o a l t i i a t the Pio Gr.a.' :c 

haulr*! has gone up r a t h e r m a r k e d l y , w o u l d n ' t you agree? 

A T h i s goes back t o 12975? There has been some 

i n c r e a s e . I d c n ' t knew t h e t i t has been as g r e a t an 

i n c r e a s e as we may have p r o j e c t e d , nor do T know hew 

t h a t r a t e cf i n c r e a s e compares t o the r a t e cf Inc rease 

o n , s ay , B u r l i r . a t o n N c r t n ' - ; i n , Union P a c i f i c , " :o and 

Nor th Wes t e rn . I d o n ' t knew. I d o n ' t t h i n k we have 

grown as f a s t as they have i n t h i s c v - r a l l c o a l m a r k e t . 

3 But i n any e v e n t , the s h i p p e r s o f c c - ' l on your 

l i n o whc would be presumably s h i p p i n g c o a l f o r e x p o r t i f 
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t h a t narke t opens up are the same shippers who have 

s u c c e s s f u l l y marketed t h e i r coal to eas tern o r i g i n s 

through t w o - l i n e h a u l s . 

A Yes, to whatever degree yo^ want to c a l l them 

s u c c e s s f u l . 

3 Now, d o n ' t ycu f i n d t ha t when there i s a 

p o t e n t i a l expor t movement or a p o t e n t i a l i^ovement cf 

coa l t o the west f o r any reason, that you f i n d t h a t both 

Southern P a c i f i c and Union P a c i f i c are a t t e n t i v e and 

i n t e r e s t e d i n moving t h a t t r a f f i c ? 

A Southern P a c i f i c has not been as e f f e c t i v e n 

the movement of coa l west as i t wculd l i k e to have been, 

I know ^ ^ ^ ^ l n Union P a c i f i c works wi th us through Prove 

because tney are g e t t i n g , you mignt say, ^he 75 percent 

of the haul on t h a t co.-i l . I t i s almost as good as i f 

they o r i g i n a t e d i t on t h e i r own l i n e . So t o t h a t ex tent 

they have been very w i l l i n g tc cooperate, yes, 

3 The Southern P a c i f i c , i s i t the lack of 

cocgera t ion or the lack of a b i l i t y to reduce the ra te t o 

a compe t i t ive l e v a l tc beat out the UP? 

A W e l l , f o r whatever reason, r . fopfc nr'-n . 

I 'm not sure . 

3 Eut they d o n ' t re fuse 

A Oh, they are very coopera t ive and would l i k e 

to get i n there and get some c o a l , but they haven ' t been 
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a b l e t o do i t ve ry s u c c e s s f u l l y . 

3 Wi th r e f e r e n c e to you r t e s t i m o n y , whor, ycu 

were t a l k i n g abou* t h e e x p o r t c o a l , what a re the p o r t s 

t h a t you had i n mind where e x p o r t c o a l would be a 

p o s s i b i l i t y under your t r a c k a g e r i g h t s ? 

A P o r t l a n d i s c e r t a i n l y one , and I know t h a t 

t hey have n o t go t the e x p o r t c o a l f a c i l i t y t o : a l l y 

comple te y e t , b u t i t i s v e r y c l o s e t o be ing c o m p l e t e . 

The P o r t o f O a k l a n d , and t h e r e i s ano the r p o r t t h a t I 

c a n ' t remember t he name o f i n the San F r a n c i s c o area 

t h a t I s t a l k i n g abou t becoming a deep p o r t and would be 

an i d e a l p l a c e f o r a c o a l e x p o r t . Those a re the p r i m a r y 

p o r t s t h a t I had i n m i n d . 

3 7" d e v e l o p i n g Rio Grande ' s o - e r a t i n g p l a n , d i d 

you t ^ k e i n t o accoun t any c a p i t a l imprc . amen t s t h a t 

mioh t be necessa ry t o move e x p o r t c o a l v i a these 

p a r t i c u l a r p o i n t s , c a p i t a l improvements e i t h e r t h a t Rio 

Grande as t he t e n a n t migh t have t o make, or Southern 

P a c i f i c , o r SPSF, excuse me? 

A What k i n d s o f c a p i t a l Improv^-mentr are you 

t a l k i n g abou t? 

3 W e l l , h e a v i e r r a i l , o f f l o a d i n g f a c i l i t i e s , 

t h i n g s c f t h a t n a t u r e . 

A I d i d n o t a l l o w f o r a n y t h i n g i n t he o p e r a t i n g 

p l a n f o r thos-^ k i n d s o f e x p e n d i t u r e s because 1 d o n ' t 

ALDERiON REPORTING COMPANY, >.. 

20 F ST., N.W., WA.',HINGrON, D.C. 20001 (202) 628-9300 



3P 

8328 

1 know, f i r s t of a l l , whether there would be a need f o r a 

2 f a c i l i t y , an unloading f a c i l i t y , say, at a p o r t . 

3 Neither do you. You have not planned any, so evidently 

* there must not be anything out there. ............m^..^:. 

msmm 
5 As f a r as c a p i t a l expendi tures f o r t a i l t i e s , 

6 b a l l a s t and so f o r t h , I have s ta ted i n my ope ra t i ng 

7 p l a n , I b e l i e v e . In my v e r i f i e d s ta tement , tha t my 

8 op in ion of the l i n e s based on an i n s p e c t i o n tha t I was 

9 able t o make of them, not a very d e t a i l e d i n s p e c t i c n , 

"J but at l e a s t enough to know t h a t what the grade and 

11 a l l gn i i en t char t says I s p robably r i g h t , and eva lua t i ng 

12 the age, wo igh t , and the r a i l chr r ac t =; r i s t i cs as shown 

13 i n your grade and alignment c h a r t s , I d o n ' t ^ ^ ^ ^ ^ J i ^ ^ ^ ^ 

1* need any ca.Dital expendi ture to hau l coa l out t h ' / t e ^ ^ ^ ^ 

15 other than those tha t would be i n the normal , planned 

16 maint3nance expenditures every year . 

17 Q As a gene ra l , more or less h y p o t h e t i c a l 

18 .question to cover a p o i n t t h a t I wanted to get t o , t i s 

19 might be an appropr i a t e t i m e . L e t ' s ascume 

20 hypcth e t i c a l l y t h a t Pio Grande ' e n t i f i e d a p o t e n t i a l 

21 expert coal movement, long t e r m , m u l t i u n i * *• in 

22 movement an-l r u c c e s s f u l l y b i d f c r the movement o" the 

23 -onlt t r a l n 3 to th > . . r t cf S tock ton , and l e t ' . s as-sume 

24 also that to acccipllsh that wculd have r-r^qui'-.d th--

25 upgrading ot seme o-iple of mi les of t r acks i n t o tbe 
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1 p e r t and some o t h e r improvements t h a t would be 

2 n e c e s s i t a t e d by the heavy movement o f c o a l . 

3 Would Rio Grande ' s o p e r a t i n g p l a n or p r o p o s a l 

* f o r o p e r a t i n g p l a n - - s t r i k e t h a t . Would P io Grande ' s 

5 proposed t r u c k a g e r i g h t s agreement c o n t e m p l a t e t h a t Flo 

6 Grande , which would be t i e b e n e f i c i a r y of t h a t movement 

7 o f c o a l , would be t ne r a i l r o a d r e s p o n s i b l e f o r payj^nj^ 

8 f o r t h e c a p i t a l Improvements necessary to e f f e c t a ^ 

9 t h a t c o a l movement? 

10 l i U d l l d l l ^^^"' ^ under s t and your h y p o t h e t i c a l , i n 

11 g e n e r a l i z e d t e rms , t h a t you are t a l k i r a o f ' ^ t c c k t o n , cu 

12 1 take i t t h a t you are t a l k i n g about i s i i - o v e m e n t s o n l y 

13 on the t r a c k a g e r i g h t s p o r t i o n o f t h e l i n e or w i t h i n a 

1* j o i n t t e r m i n a l f a c i l i t y . I s t h a t c o r r e c t ? 

Q Yes. 

16 A And i t was e x c l u s i v e l y f o r Pic Grande . 

17 Q F x c l u s i v e l y f o r Pio e^ande. 

18 A I t h i n k t h a i the t r a c k a g e r i t h t s as proposed 

19 would cover t h a t , and t h a t i f t h i s was an e x p e n d i t u r e 

20 made on b e h a l f o f Rio Grande ' c r Rio Grande ' s s o l e 

21 b e n e f i t , t h a t wo would pay f o r t h a t , and t h a t t h a t 

22 oxoenl i t u r e would become a p a r t o f the j o i n t t r a c k o r 

23 j o i n t f a c i l i t y , but n o t s u b j e c t t o I n t e r e s t r o n ' - a l 

24 payments f r o m your g r a n t t c Southern P a c i f i c , and *': . 

25 event o f the c; : e l a t i o n o f *be i r en t , t h a t 
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proper ty would be r e t i r e d , so to speak, and Rio Grande 

would havo - - SP f i r s t woulu have the r i g h t t o purchase, 

Pio Grande would, i n the event you d id ..ot want to 

purchase, would have the c la im on the salvage value of 

the f a c i l i t y . So yes, we would pay f o r i t . 

Q Why wculd you want I t t o be, to become par t o f 

tho proper ty of SPSF Rai l road? 

A W e l l , I t wou ldn ' t make much sense, as I see 

I t , i f we are a t rackage r i g h t s tenant and you have got 

a piece of t r ack ever here, and we b u i l d another 

f a c i l i t y r i g h t next to i t t ha t connects to i t , t h a t i t 

would be excluded f rcm the j o i n t t r ack unless there 

would be some reason Scuthern P a c i f i c would want to 

e x c l u l e i t from the f a c i l i t y account, .i nd I woeld have 

no o b j e c t i o n to t ha* . We could set up our own property 

account . We probably c a r r y i t i our books someplace 

anywa-Y . 

JUDGE HOPKINSi Mr. Stephenscn, I t h i n k we 

ought to have -z recess at t h i s t i m e , f i f t e e n minu*e 

recess. 

(A b r i e f recess was t a k o n . ) 

JUDGE HOFKINSi Back on * ^ - r e c o r d . 

RY MR. S^FFHFNSOV: (Resuming) 

Q Yr. Nanc -̂-, a t *ho fco*tom of page 10 and tcp of 

page ' '1 you s ta te t ! ia t with, the consummation c*" *̂ . is 

/'.OERSON REPORTING COMPANY INC. 
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merger, Rio Grande would lose i t s l a s t f r i e n d l y 

independent co:inection to and from tha wast a i . i j o u l d ^ 

w i t h the l a r g e r r a i l r o a d ' s a b i l i t y to c lose gateways and 

r o ' i t a s , be e f f e c t i v e l y blocked trom f u r t h e r 

p a r t i c i p a t i o n i n the t r a f f i c I t now moves 

t r a n s c o n t i n e n t i l l y . 

D i d n ' t the Rio Grand.? i n th<^ UP merger ca^e 

say b a s i c a l l y that w i t h the merger they were going to 

l o s e ' t h e i r l a s t f r i e n d l y connection on *ho west, na- 'e ly , 

the W-stern P a c i f i c , and ' ; ; . ic i i ' t i t been t r u e t . i a t we 

have been a f r i e n d l y connec t ion , a very f r i e n d l y 

connection only s ince tha t time? 

A I don ' t remember that c h a r a c t e r i z a t i o n , ' ' r . 

Stephanson, i s tho reason I am h e s i t a t i n g hers . T d c n ' t 

re.neraber whether we sa : d ' h a t would bo our l a s t f r i o n i l y 

connection on t^e west end cr no t . I w i l l agree th?c 

through the j o i n t s o l i c i t a t i o n agreement t h a t Rio Gr^c!'? 

ani '^outhern P a c i f i c have cccperated s ince t h i s merger. 

3 Did the incr^ — w e l l , l e t me back up. 

Do you r e c a l l t h a t the Rio Grande p o s i t i o n i n 

tho UP case w-as t h a t i n the f i n a l a n a l y s i s -outhern 

P a c i f i c c o u l d n ' t be depen ; • - n as a connect ion be-ause 

they had -..heir cwn s i n g l e l i n e route v ia the Tucumcari 

l i n e , and they also had a l o t of t r a f f i c tha t .h^v 

o r i g i n a t e d and terminated and t h e r e f o r e would :• le t c 

mn 
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use t h a t t r a f f i c t o i n f l u e n c e t he Union P a c i f i c and t h a t 

t h e y w c u l d end up w o r k i n g cu t some k i n d o f accommod;^| |Jm| 

w l * h t h e Union P a c i f i c ? D o n ' t you r e c a l l t h a t b e i n g t h e 

R i o Grande p o s i t i o n i n the UP merger case? 

MR. SANFORD* C o u n s e l , do you have something 

you c o u l d show the w i t n e s s t o r e f r e s h h i s r e c o l l e c t i o n ? 

MR. STFPHENSONi I p r o b a b l y do . 

JUDGE HOFKINSi W e l l , do you r e c o l l e c t what he 

sa id? 

I f he d o e s n ' t r .-c c 11 1 t h a t , t h e n he c c u l d 

handle the wh-^le t h i n g . 

Do you r e c o l l e c t ? 

THE WITNFSSi I r e c o l l e c t <:cme g e n e r a l 

s t a t e m e n t s l i k e t h a t . I d o n ' t r e c a l l t h a t i t was 

e x a c t l y as Mr. Stephenson c h a r a c t e r i z o - i t . why 

I am h eb ' i t a t i n - " , s i r . 

JUDG^ HOPKINSi Do yuu hai'e the exact q u o t e s , 

M r . ~ t e p he n son ? 

MR, S'̂ EF '̂F*'" SCV: I d o , l o t s o f them, no t f r o m 

M r . Nance, because ^ r . Nance was no t making these l < i n i s 

o f — I can l eave t h a t f o r cur rospon^je . 

BY MR. STEPH F.'JSOV ; (Resu-

3 I n any e v e n t , you do r e c a l l the g i s t o f t h a t 

ar-7um9nt ' i ' - - * - - w . - l l , I w i l l I r o p I t and ad-^re.^.,: I t 

i n our o p p o s i t i o n . 
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1 Now, you remark t h a t t h i s merger w i l l r o s u l t 

2 i n Pio Grande l o s i n g ycur l a s t f r i e n d l y connection. I t 

3 comes several cages a f t e r you have discussed your 

" increased t r a f f i c base i n Kansas C i t y , your new coal 

5 movemants and the extensive shipper support t h a t the Rio 

6 Grande has. 

7 I D o e s n ' t I t occur t o you» K r . Nance, t h a t i t 

8 would be an i r r a t i o n a l r a i l r o a d t h a t would walk away 

9 f r o a an i n t e r c h a n g e where they p a r t i c i p a t e d i n t h e 

10 movement o f 106 ,000 c a r s l a s t year and revenues i n th? 

11 hundrads o f B i l l i o n s o f d o l l a r s i n o r d e r t o - - and I n 

12 the f a c e o f s h i p p e r s u p p o r t f r o m 6C0 s h i p p e r s who have 

13 a l r e i i / s a i d they a re g o i n g t o use t h a t l i n e as a 

14 c o m p e t i t i v e a l t e r n a t i v e ? W o u l d n ' t i t be an i r r a t i o n a l 

15 r a i l r o a d t h a t would do tha*^ 

16 A Other Rio Grande w i tne s se s i n t h i s p r o c e e d i n g 

17 have devo ted much c f t h e i r t ime t o d e v e l o p i n g 

18 i n f orn a t i o n t h a t p e r t a i n s t o t he q u e s t i o n you j u s t 

19 asked, Mr. S tephenson. I am aware of what some o f those 

20 o t h e r w i t n e s s e s s a i d . For example , " r . Banne r , or Dr . 

21 Panner, i n h i s s t a t emen t a t page 2 o* h i s v e r i f i e d 

22 s t a t e m e n t , " I t i s ray c o n c l u s i o n , based p r i m a r i l y on the 

23 t r a f f i c i n f o r m a t i o n made a v a i l a b l e I n tha A p p l i c a n t ' s 

24 own c a s e , t h a t c o m p e t i t i o n wculd be l e s sened 

25 u n a c c ^ p t a b l y no* h,?cause t h e merger would reduce : 
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n 1 number c f c a r r i e r s s e r v i n g the a r e a , b u t because i t 

2 would e l i m i n a t e r o u t e c c f l p e t i t i on i n t he c e n t r a l 

3 c o r r i i o r . As a r e s u l t , the i n t e n t o f the 

* p r o - c o m p e t i t i v e c o n d i t i o n s imposed by the Commission i . i 

5 Union P a c i f i c - M i s s o u r i P a c i f i c - W e s t e r n P a c i f i c meraer 

6 would be n u l l i f i e d . " 

7 And I c e r t a i n l y a c c e p t t h a t as a s t a t e m e n t 

8 because o f what we have seen i n t h s pas t where ? 

9 c a r r i e r , r e g a r d l e s s o f the e f f i c i e n c y o f t h e r o u t e over 

10 which the t r a f f i c i s m o v i n c , t ends t o want t o move h i s 

11 t r a f f i c - - and I b e l i e v e t h i s i s s t a t e d by Southern 

12 P a c i f i c - S a n t a Fe w i t n e s s e s i n t h e i r t e s t i m o n y one of 

13 the p r i m a r y purposes o f the merger i s t o a c q u i r e hau ls 

M over t h e l o n g U n a s of the Southern P a c i f l c -Sa n t a Fe 

<5 raerge-i s y s t e m . And I b e l i e v e t h a t t h ' s i s a t r u e 

16 s t a t e m e n t t h a t I have made h e r e , and t h e b a s i s f o r my 

1' b e l i e f i n t h a t i s t h e ev idence t h a t h..3 been d e v e l o p e j 

18 "oy Yr . Banner , B r a i n a r d , C a r l t c n and k e l s o n . 

19 0 So you t h i n k the meroed c a r r i e r would a c t 

20 I r r a t i o n a l l y and c l c s e the gateway where i t i s e a r n i n g 

21 f 1 5 0 ' • . l i l l i o n , '^'[60 m i l l i o n a y e a r , t u r n i t s back on the 

22 i n t e r c h a n g e o f 106 ,000 ca r s? 

25 MR. SANFCRDi O b j e c t i o n , Your Honor . He i s 

24 mischa r a c t e r i z i n g t h e w i t n e s s ' answer . 

25 JUDC^ HOPKINSi He i s a s k i n g him a q u e s t i o n . 
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1 He said they would act i r r a t i o n a l l y . I am c e r t a i n t h i s 

2 witness can answer t h a t i n any vay he wants. I f he 

3 doesn' t t h i n k i t i s i r r a t i o n a l , he can s t a t e i t . 

4 TH:^ WITNFSSi I d o n ' t know whether — l e t me 

5 s t a r t tha t over aga in . 

6 I d o n ' t t h ink the Southern P a c i f i c and the 

7 Santa Fe are known f o r a c t i ng i r r a t i o n a l l y . I do know, 

8 though, t h a t both c a r r l e i - o , e s p e c i a l l y a f t e r they are a 

9 combined c a r r i e r , w i l l act r a t i o n a l l y t o the b e n e f i t of 

10 the merged system, and I d c n ' t be l i eve the benef i* of 

11 the merged system includes shar ing t r a f f i c wi th the Rio 

12 Grande. 

13 BY MR. STEPHENSON* (Resuming) 

M Q Even though that t r a f f i c * a l o t of th a t 

15 t r a f f i c o r i g i n a t e s on the :iio '^rarde, a l e t of that 

16 c r a t f l c i s influenced by t r ^ Rio Grande as a r e s u l t of 

17 i t s trackage r i g h t s i n t o K-tnsas City? 

18 A Without, again, being a t r a f f i c witness or an 

19 economist, ue have already touched on something that I 

20 think i s very s i g n i f i c a n t , and that i s t h a t most of the 

21 t r a f f i c t h a t i i i movinc over t h a t Cgden intorchange ccmes 

22 to us or i s terminated by us through other connections 

23 at Kansas " i t y , an at Kansas C i t y , both the merged --

24 both the p a r t i e s of the new merged c a r r i e r also have 

25 connections at Kansas City w i t h those very same l i n * ^ s . 
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and i f we cannct receive or interchange t r a f f i c through 

an open gateway at Cgden, then t h a t i oe sn ' t leave them 

auch choice but to give t h a t t r a f f i c up to the ?ierged 

c a r r i e r or to the Union P a c i f i c a t Kan-as C i t y . And 

again. Dr. Banner and some of the other people are much 

be t t e r q u a l i f i e d t o t a l k abcut that than I am. I am 

j u s t t e l l i n g ycu what I have observed over 30 years of 

being an operating man, how t h i s business worKs. 

Q At page 11 of your v e r i f i e d statement you 

i n d i c a t e t h a t i t I s your view t h a t soon a f t e r the merger 

i s consummated, the SPSF w i l l become an out and out 

compstltor and w i l l close gateways and routes. 

I s that your b e l i e f ? 

A Yes, s i r . 

I wouldn't say ^hat t h i s i s my own personal 

b e l i e f . These are the opinions t h a t are held by t r a f f i c 

repras e: t a t l v e s and the economists who are worklna foe 

us, and I have c e r t a i n l y adopted t h e i r conclusions i n ay 

statement, and yes, I do believe t h a t . And again, not 

only on what I have been able to read and have been t o l d 

by these people, but also by w have observed i n 

past i nstances. 

Q Ana the closure of gateways and routes w i l l be 

accomplished by what, c a n c e l l i n g j o i n t r a t e s , not 

maintaining the l i n e ? 
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1 A Yes, and the Southern P a c i f i c ' s a b i l i t y t c 

2 engage i n con t rac t ra tes w i t h sh ip -e r^ tha t would route 

3 the t r a f f i c away f rom tha t c o r r i d o r . 

4 The other t h i n g t h a t has always been an enigma 

t o me i s t h i s claimed c o o p e r a t i o n , e s p e c i a l l y here 

6 today, about tne Cgden gateway and the f r i e n d l i n e s s cf 

7 the Southern P i c l f i c , and i t seems to me tha t I t took 

8 1 the j o i n t s o l i c i t a t i o n agreement which was b e n e f i c i a l t c 

9 the Southern F a c i f i c as w e l l , t ha t i t took tha t k ind of 

10 an agreement to move t r a f f i c t o us o f f the Tucumcari 

11 l i n e , and I wonder based on t h a t what k ind of an 

12 agreenent i t might take to move tha t t r a f f i c to the Rio 

13 Grande when Southern P a c i f i c - S a n t a Fe have an even mere 

1* e f f i c i e n t route than the Tucumcari l i n e . 

15 Q Maybe i t wculd mcve the l i n e up 180 miles to 

16 r e f l a c t the f a c t t h a t *hei r route i s 180 mi les s h o r t e r . 

17 A I don ' t know. T h a t ' s j u s t a statement cn my 

18 p a r t . 

19 3 You say t ha t i t took the agreement t o get 

20 Southern P a c i f i c to move I t s t r a f f i c c f f of the 

21 Tucu.ncari l i n e . You d o n ' t have ctnj s t a t i s t i c s to show 

2'' t h a t Scuthern F a c i f i c was r o u t i n g nor thern C a l i f o r n i a or 

23 c e n t r a l C a l i f o r n i a t r a f f i c over the Tucumcari l i n ' - - , do 

24 you? 

25 A Ho, I d o n ' t . wM 
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• Q At the bottom of page 11 you say the Pio 

Grande's response tc SFSF's prospec t ive c l o s u r e . 

3 according to your t heo ry , o f the Ogden gateway rou tes , 

* i s to seek a c q u i s i t i o n of the l i n e s t h a t would become 

5 surp lus or a t best l o c a l s e rv i ce l i n e s to the merged 

6 SPSF system. 

7 I f I understand, you are p r e d i c t i n g *hat 

8 soonsr or l a t e r — and according to you , I guess i t i s 

9 sooner more than l a t e r — SFSF w i l l abandon the Ogden 

10 l i n e s . 

A I don ' t know tha t t h i s contemplates 

12 abandonment. I t contemplates a se r ious downgrading cf 

13 the l i n e from a main l i n e category to a branch l i n e , or 

14 a brsnch l^ne se rv i ce type l i n e . 

15 3 So you are saying t h a t ac a r e s u l t of t h i s 

16 abandonment or prospec t ive abanionment or cessa t ion of 

17 main l i n e s e r v i c e , t ha t Rio Grande should be given the 

18 r i i h t to purchase the l i n e s now r a the r than wai t f o r 

19 when t h a t happens, i s that correc t? 

20 A We sure wouldn ' t want t o pick I t up a f t e r I t 

21 was run down. The other t h i n g , I d o n ' t know i f I t i s i n 

22 t h i s p a r t i c u l a r area or n o t , but the s e l e c t i o n of these 

23 l i n e s to be purchased, I be l i eve they are termed 

24 redundant, compe t i t i ve w i t h and not complementary to I s 

25 the verbage t ha t was used hero , were se lected because 
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they do not appear to I n t e r f e r e w i t h the expressed 

purpose of the Southern Pac ̂  f ic-Stin ta Fe merger, and 

t h a t they won't -- they won't be used as a main l i n e , so 

we would j u s t as w e l l have them and keep th a t 

competitive c o r r i d o r open. 

0 Mould i t be gene r a l l y c o r r e c t t h a t Rio Grarde 

envisions as part of i t s operating plan t h a t you woull 

operate main l i n e througn t r a i n s w i t h your own 

locomotives, cabooses and crews, but that you would have 

SPSF perform a l l of your gather i n g , d i s t r i b u t i o n of cars 

from and to i n d u s t r i e s , and th a t you would contemplate 

t h a t we would also perform l o c a l s e r v i c e , road swltchar 

s e r v i c e , maintenance of the equipment, f u e l i n g of the 

equipment and the l i k e ? 

A On the trackage righr..^ p o r t i o n of the l i n e ? 

3 Yes. 

A 

t z Port land and R o s e v i l l e west to Oakland and south to 

Frosno ? 

3 Yes. 

A Yes, t h a t i s c o r r e c t . 

3 Have you given any thought as t o what the 

trackage r l g h t r would Involve i n terms of should the Ric 

Granda f i l e an amended operat ing plan f o r the Klamath 

Fa l l s cr up to Klamath F a l l s and up to Ro£- 'Vl l le? Have 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 

We are t a l k i n g about from Klamath F a l ^ w ^ ^ * ^ 



8340 

[ j 

m 

1 you given any thought a t t h i s time as to how t h a t 

2 c p e r a t i c r would be handled? 

3 A I would envision that t o be the same general 

* c r i t e r i a t h a t are used on the trackage r i g h t s l i n e s west 

5 of Klamath F a l l s and west of R o s e v i l l e , w i t h one 

6 exception, and I th i n k t h i s i s c r i t i c a l t o our uso of 

7 trackage r i g h t s on the p o r t i o n t h a t we are now t a l k i n g 

8 about purchasing, that i s , based on our t r a f f i c study 

9 and the predicted d i v e r s i o n of t r a f f i c o f f that l i n e , 

10 t h a t the preponderance cf the t r a f f i c remaining on that 

11 l i n e would be Flo Grande t r a f f i c , and because t h a t i s 

12 the only avenue t h a t we have t c serve t h i s coippe*itivo 

13 c o r r i . l o r , then we would want c o n t r c i , s u p e r v i s i o n , 

1* dispatching and maintenance of the eastern end of the 

15 trackage r i g h t s . I guess t h a t i s the best way t o phrase 

16 t h a t , the eastern end of the trackage r i g h t s . In other 

1? words, from R o s e v i l l e east to Cgden and Klamath F a l l s 

18 east t o the point where i t :oins the UP-5P j o i n t track 

19 between Weso and Flanigan. 

20 0 Rio Grande would dispatch t h a t and they would 

21 maintain the l i n e , maintain equ i'k> ment cn th a t l i n o ? 

22 A That i s c o r r e c t . And I t h i n k t h i s i.-^ one cf 

23 the areas th a t you have got to say i s a must i n th a t 

24 type of an operation. 

25 3 Have you had, in v i e j of the f a c t that T take 
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1 i t t h a t i t was j u s t today that the change of plan of the 

2 Pio Grande was p u b l i c l y announced, have ycu had an 

3 op p o r t u n i t y to do a d e t a i l e d study i n support of ycur 

* changed proposal? 

5 h No, but because i n the — I believe I t i s 

6 shown here i n the operatina plan, because of t h a t 

7 f o o t n o t e a t the bottom of page 2 cf my operating plan 

8 which says t h i s l i n e includes -- excuse me. On page 1 

9 of E x h i b i t 13, "In the a l t e r n a t i v e , the DCRGW seeks 

10 trackage r i g h t s over these l i n e s . DCRGW understands 

11 understands that c e r t a i n SP l i n e s " and so f o r t h . You 

12 are f i m i l i a r with that f o o t n o t e , I am sure, t h a t i s 

13 shown m the operating plan, that because of tha t 

1* f'^ctnote being there and because even i f we had 

15 continued t o seek as our primary e b j e c t i v e the purchase 

16 of that l i n e , the Commission may not have- seen i t cur 

17 way -ind ray have been w i l l i n g t o rt'-ari trackage r i o h t c , 

18 and because of t h a t , ye,., T have (.iven some 

19 consi.d e r a t l o n t o what that trackago r i g h t s agreement 

20 would look l i k e or how i t should be s t r u c t u r e d . T have 

21 not sat down and put i t i n t o a document y e t , but I have 

22 given i t some thought. There have been no d e t a i l e d 

23 stuQli^s made as to the othor elements cf i t . i f you are 

24 wondering cxbout liow many t r a i n s ; nd a l l of t h i s other 

25 s t u f f , ho i many t r a i n s are there. 
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But as f a r as compensation and oO f o r t h , I 

know o f no work t h a t has been done on t h a t . 

Q Would you agree w i t h me t h a t i n view c f ycur 

Chang? of plan.*^, t h a t the purchase proposal doesn ' t make 

any sense and ought to be s t r i c k e n at t h i s po in t? 

A No. 

MP. SANFOPDi Your Honor, I am going t o object 

t o t h ^ continued c h a r a c g t e r i z a t i o n of the change i n 

plans. I t h i n k the record w i l l r e f l e c t whether or not 

i t was a change i n plans. 

JUDGE HOPKINS; The a l t e - n a t i v e was In here, 

Mr. Stephenson. 

MR, STEPHENSONi In a fo o t n o t e . Your Honor. 

JUDGE HOPKINSi Well, a l l r l o h t , whatever you 

might c a l l I t . Let's not go on i n t h i s because ve w i l l 

be having arguments. Just Indleate .what you are 

p a r t i c u l a r l y t a l k i n . t about without the need rt^<^p.rrinc 

to change of plan.s. 

MP. STEPHENSON; A l l r i g h t . The purchase 

prcpo.5al -- need I cross examine you on the elements of 

the- purchase proposal, or perhaps I should get advice 

from counsel on t h i s -- neod T cross examine on the 

purchase proposal, or has i t been b a s i c a l l y withdrawn, 

and am I wanting my time? 

MR. SANFOPDt I t has not been withdrawn. I t 
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instance. We have requested purchase with a:, 

alternative of trackage r i g h t s . IRHiiP 

JUDGE HOPKINS* So we w i l l have a long cross 

examination, i s t h a t r i g h t ? 

MP. SANFORD; Unfortunately. I t nas been 

thora from the beginning. 

BY MR. STEPHENSON* (Resuming) 

3 At page 18 of vour v e r i f i e d statement^ " r . 

Nance, you s t a t e t h a t Pio Grande would become a tenant 

o* SPSF i n SPSF's yards at f i v e l o c a t i o n s . 

Ycu I d e n t i f i e d thcs^ as Oaklani^s, F o c e v i l l e , 

Fresno, Klamath F a l l s , and Fugone. 

Do you see that? 

A Yos, s i r . 

3 Do you have an operating plan there with you 

alsc? 

A 

3 

I do have. 

Would look at page 27 o* the operating 

plan? 

A Yes, s i r . 

Q There ' t states t h a t , as you c a l l them, new 

common points w i l l be established at seven l o c a t i o n s , 

the f i v e t h a t I i u s t montloned an : i ! o 5- n 

Portia nd . 

I 
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What i s the d i f f e r e n c e between t h e f i v e 

t e r m i n a l l o c a t i o n s t h a t I men t ioned a t page 18 and the 

new common p o i n t s a t page 27? 

A I was t r y i n g t o d e t e r m i n e which ones are new. 

We have San Jose i s new, and t h a t one - -

3 P o r t l a n d . 

A P o r t l a n d ? W e l l , P o r t l a n d s h o u l d have been 

i n c l u d e d i n paoe 1 8 . The common p o i n t s a r e j u s t t h e end 

p o i n t s o f t h c - o r a t e s , as I see t h e m , Mr. S tephenson . 

I n o t h e r words , t h e s t a t emen t cn page 2> uuts> n o t mean 

t o i n d i c a t e t h a t t h a t shou_d be a j o i n t f a c i l i t y 

t e r m i i a l . 

3 Okay. 

So Portland should have been added to 

A Yes, Portland should have been Included i n 

thera, and f o r some reason was i l f d ^ ^ ' ^ t e n t 1 y dropped 

mm 
0 And e x p l a i n t c i e a g a i n what the new commen 

p o i n t s means. 

A I t h i n k i f ycu w i l l l o o k a t t h o s e , these are 

t h • ends of the Rio Grande t r a c k a g e r i g h t s , tho wo^te rn 

and n o r t h e r n m o s t and sou the rnmos t e x t t n . ^ l o n s o f t h e Rio 

Grands . 
3 Okay. ^11 r i g h t , on page — okay . T am w i t h 

y o u . 
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agraph. 

A In f a c t , I t h i n k along those l i n e s , i f vou 

look a t cage i q , I t h i n k we did include there Portland 

i n t h a t l i t t l e analysis of j o i n t f a c i l i t y t e r m i n a l s , 

which Ind i c a t e s t h a t t h a t r e a l l y was an ove r s i g h t i n 

t h a t previous p?ragraph 

Q Okay. 

Okay, now. T a l k i n g about the s i x new yard 

l o c a t i c n s , the major yard l o c a t i o n s , have you been tc 

each one of those personally l o r an in s p e c t i o n 'our' 

A Yes, I have. 

3 And when was that? 

A I have been to F o s e v i l l e ar 1 •.'»kiand several 

times over the l a s t f i f t e e n years. However, i n t h i s 

i n s p e c t i o n t r i p which was during the early part of May 

of 1984, I was at each of these yards f c r t h a t express 

purpose. 

3 And during the inspection t r i p , how much t i - e , 

f o r example, did you spend at each one cf these points? 

A Very l i m i t - 1 amount of time. In most cases i t 

was j u s t going by the pla:-^ to get a general d e s c r i p t i o n 

of what the major a c t i v i t i e s were t h e r e . 

Q Would I be safe i n assuming that wi*' *''o 

exception of Roseville and Oakland, that when you saw 

thi'se places, the other places. P o r t i o n ! . Fugene, 

Klamath F a l l s and Fresno b r i e f l y i n '^y of '84, tba t 
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1 t h a t was t h e f i r s t t i m e f o r each o f those yards? 

2 A Yes , f o r t h a t p u r p o s e , yes . 

3̂ 3 Have you had any o f your employees , any o f 

* your o p e r a t i n g employees o r a s s i s t a n t s , go t o t hose same 

5 f a c i l i t i e s ? 

6 A I have n o t . 

7 Q Now, i s i t i n t e n d e d t h a t a t a l l s i x of these 

8 majc r - . w i t c h i n g c l a s s i f i c a t i o n y a r d s , SPSF would make up 

9 and b reak up F i o Grande t r a i n s ? 

10 A That i s c o r r e c t . 

11 3 And i n a d d i t i o n , SPSF would under your p l a n 

12 i n s p e c t , s e r v i c e , r e p a i r , m a i n t a i n P.i-0 Grande t r a i n s and 

13 l o c o m o t i v e s md cabooses? 

14 A f e s , and by main tenance of l o c o m o t i v e s , I am 

15 t a l k i n g about the f i l l i n g - s t a t i o n type w o r k , where they 

16 f u e l t h e m , sand t h e m , no t do any of the heavy r e p a i r , 

17 o n l y make such r u n n i n g r e p a i r s as i s necessary t o inove 

18 the equipm-:>nt back t o t h e Rio Grande l i n e s . 

19 Q Fy Rro Grande l i n e s , j u s t t u r n i n c I t ovor- to 

20 P i o Grande crew? 

21 A Yes. I f I t i s i n a c o n d i t i o n t c move t c , s a y , 

22 Ogden. 

23 3 And i n a d d i t i o n , your op :e ra t ing p l a n , as I 

24 unde r s t and i t , contemplate-^- t h a t SPSF w i l l p e r f o r m some 

25 c f Pio Grande 's ya r i c l e r i c a l work? 
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1 A To the extent t h a t S?-Santa Fe yard wouli te 

? furnished with the necessary movement i n f o r m a t i o n which 

3 would d e t a i l commodity, car i n i t i a l and number, 

'* d e s t i n a t i o n , r o u t e , weight, hazardous m a t e r i a l 

5 i n f o r i a t i o n , with some of the s h i p n e r - s e n s i t i v e 

6 infor m a t i o n that i s normally snown on a w a y b i l l excluded 

7 from t h a t i n f o r m a t i o n . I n other words, South-^rn 

8 Pacific-Santa Fe t^mployeer i n yard o f f i c e s would keep • 

9 track of where the car was i n the yard, which engine was 

10 to switch i t , what time i t was switch-'d, when i t was 

11 l i n e d up i n a t r a i n , what IT:S r e l a t i v e standing in an 

12 outtoand t r a i n i s , those kindtd of c l e r i c a l r o u t i n e s 

13 only, •'r . St - r . - -̂n . 

14 3 And your p e o p l e , ycur c l e r i c a l p e c p l e wculd dc 

15 what? I t h i n k I am con-'^ured. 

16 A What i. v i s u a l i z e i s t h a t t h e c l e r i c a l f • ' -•^-

17 at that point or at some remote point ty of dRf^ 

18 p r o c e s s i n g equipment would compi l - w a y b i l l , *" 

19 f r e i g h t b i l l , a l l o f t he o t h e r c u s t o m e r - o r i e n t e d type 

20 a c * i v i t i e s . ' I ' ha t ' w'-at our people wculd dc , ?nd thev 

21 w c l , - i i sh you w i t h the- necescary - - i / • - r t 

22 i n f o r - n a t i o n t o ensure the mc ' - - - - " t -zf t h a t c a r . 

23 Q Bu* wculd your c l e r i c a l peon le - - when ycu 

24 a t a romote p o i n t , would they be d o i n g thr- work i n 

25 D--nv^^, * r r c •,••-•• "i. , ^nd t r a n s m i t t i m i t ever t he wi re 3 
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t o our c l e r i c a l p o c p l e ? 

A I f we can — we have juc i t r e c e n t l y c e n t r a l i z e d 

t h a t f u n c t i o n i n Denver f o r our s y s t e m , and as t h a t 

sys t e f l p r o v e s o u t and i s e x p a n d a b l e , I would a n t i c i p a t e 

t h a t we wou ld *̂ e a b l e t o do t h a t f r o m Denver . I w o n ' t 

gua ran t ee t h a t we c o u l d do t h a t a t t h i s t i m e , but we 

would have i t f r o m a p o i n t , p r o b a b l y remote p o i n t t h a t 

we wculd be a b l e t c do t h a t . 

3 What k i n d of a system do you use on ycur 

r a i l r o a d , o n - l i n e c l e r i c a l t ype system? 

A We a re u s i n g f e w e r and f e w ^ r of the c l e r i c a l 

t y p e a c t i v i * i - e . 

Q My q u e s t i o n i s n o t a very g o c l c : ie . Le t me 

s t a r t o v e r . 

Do you use T^PS ? 

A No, we have cur own s y s t e m . However, our 

system does ta iv- t o your T'^PS. 

Q What i s ycur sys*em? 

A I t I s an I E " sys tem, and i t i s one t h a t was 

des igned by F i o Grande personn*-l f c r F i o "rande use . 

0 "0 * t h e o u t s e t , you would have your c l e r i c a l 

work 1 one- by wha t , one c l e r i c a l person at each one o f 

these ma jo r f a c i l i t i e s , ma jc r s w i t c h i n g a rd 

c l a s s i f i c a t i o n ya rds? 

A I t h i n k I have shown I n my l a b o r impac t s t u f y 
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1 as h i ^ h as s i x c l e r k s a t .some c f t he se m a j o r p o i n t s , 

2 F r e s n o , S t o c k t o n , Eugene, Klamath F a l l s . I b e l i e v e , i f 

3 I remember c o r r e c t l y , I t h i n k the s i x t h a t I showed i n 

* my l a b c r impac t s t a t e m e n t . I t c o u l d ^o more or l e s s 

5 than t h a t , depend ing upon the e x t e n t t h a t we can 

6 mechanize i t . 

7 3 Now, going on with what SPSF would expected 

8 to do f o r Pio Grande at th-- switching and c l a s s i f i c a t i o n 

9 yards, I t h i n k you in d i c a t e d t h a t we wculd be expected 

10 to c l a s s i f y your cars cr cars i n t o blocks f c r the ^ i c 

11 Granl-i? 

12 A Yes . I t h i n k w--- can save a l o t o f f u t u r e 

13 qu-^st ions on t h i s i f I make — i f I c l a r i f y w^̂ a* I 

14 i n t e r l t o have done t h e r e . 

15 Based on the r e s p o n c i v e a p p l i c a t i o n t r a f f i c 

16 s t u d y , i t i n d i c a t e s t h a t t h e t r a f f i c t h a t we a n t i c i p a t e 

17 m o v i m t h r o u g h these j c l . : t f a c i l i t i e s and over t hose 

18 3 o i n t l i n i s i s p r i m a r i l y t r a f f i c t h a t i s t h e r e now 

19 m o v i m t o F i o n , but under S? b i l l i n g on 

20 the Sou the rn F a c i f i c l i n e s tha* we wi r : : t o a c c u i r e 

21 t r a e k a a e r i g h t s ove r o r to own. The work t h a t i s t c be 

22 done i n a l l o f these t e r m i n a l s I s no t r e a l l y row wcrk t o 

23 th - ' Sou the rn P a c i f i c i n t h a t t l i c s e c a r s a r e a l r e a d y 

24 th.--re. Pecause we do have c o n n e c t i o n agroements as to 

25 b l o c k i n g , t r a i n schedu . .d so f o r t h i n p l a y s , and 
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purpose v i r y w e l l , w.3 have not asked f o r 

a d d i t i o n a l b l o c k i n g . We have r o t asked f o r any 

a d d i t i o n a l services at those terminals t h a t are not now 

being provided to those same cars, the only d i f f e r e n c e 

being t h a t the cars w i l l become the r e s p o n s i b i l i t y of 

the Pio Grande so far as b i l l i n g , paying you for the 

handling of them and these types of t h i n g s . Eut *he 

serv i c e i s r e q u i r e d , the sor\ices that are now b e l m 

performed, blocking that Is now being perform-d w i l l te 

requ i r e d i n the f u t u r e , and the volumes are about the 

same. 

Q The volumes, what volumes? 

A Car volumes, the numbers of cars. 

Q So i t i s you: - timony that under your 

pre pos a l , ther-- would be no increase i n the amount cf 

h l o r k i n g that Scithern P a c i f i c or SPSF would have tc io 

f o r -- in any of ,cts yards az z r e s u l t cf ycu- -: c k-so--• 

r ; -ihts ? 

A I have be.n very c a r e f u l to t r y to make that 

as a requirement on my syctet!. 

3 And you have dc at by siTply saying that 

i f SF was going to be iraking a block f c r "Uc Grande at 

Klamat> FalxS of a c e r t a i n typo, then tna*' 11 you 

expectk then *o do i n the future? 

A Or .-: * '^ueene, or at Portland. Fcr '-example, 
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1 the Portland t r a i n , I don't even a n t i c i p a t e the making 

2 of a block f o r Denver or Ogden or anyplace else. I 

3 would see tbat t r a f f i c moving I n t o Eugene being there 

'* consolidated with the t r a f f i c '^ff the Coos Bay Line and 

5 o f f the ^ i s k l y o u Line and made up i n t o the same block 

6 t r a i n arrangement t h a t now comes cut cf Eugene moving 

7 ovor the Yodoc Line to cs a t Ogden. 

8 Q Did you have as a goal In preparing your 

9 operating plan the -- not r e q u i r i n g SPSF to have to make 

10 a d d i t i o n a l blocks i n the major c l a s s i f i c a t i o n yards? 

11 A That i s c c r r e c t , yes, s i r . 

12 3 And the reason, i f I understand i t , t h a t you 

13 had t h i s goal I s you dcn't want to lmpo.se an undue 

14 burden on these yards that are having to do 

15 c l a s s i f i c a t i o n work, so th- i t you don't want ycur 

16 trackage r i g h t s to Impose an undue burden on any cf the 

17 yards that you seek to use' 

18 A Yes, s i r , and s t i l l meet the demand:; of what 

19 our service i s going to r e q u i r e . 

20 Q You would also expect that SPSF would ramp and 

21 deramp your TCFC/CCFC containers ane vans at these 

22 c l a s s i f i c a t i o n yards? 

23 A Yes, s i r , 3ust as they are doing cn t r a f f i c 

24 t h -.t i s moved over Rio Grande i n TOFC and i s now 

25 terminated and deramped at Oakland or Pos o v i l l e or 
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Eugen? I guess I s the o t h e r o n e . Fresno i s a n o t h e r 

one . 

3 I s the ya rd t h a t you expec t t o use i n P o r t l a n d 

the P r o o k l y n yard? 

A I t i s . 

Q And how do you propose to h a n d l e i n t e r c h a n g e 

between Rio Grande, UP and B u r l i n g t o n at P o r t l a n d ? 

A Tbe -same way t h a t the SP now hand le s t h e i r 

i n t e r c h a n g e v i t h UP a.-id PN at P o r t l a n d . 

0 I n oth^ir words , they would do i t f o r you? 

A Yes, and not as a spe-cia l i n t e r c h a n g e move. 

I t i s j u s t l ik . ;^ we do w i t h the Kansas C i t y Southern at 

Kansas C i t y . Que ca r s com" i n t h e r e g c i n g to t he ICG 

a n i t he HP and t f h o e v e r , t he KCS s w l t c h o ^ those c a r s out 

i n t o t h e a p p r o p r i a t e i n t e r c h a n g e t r a c k s , and when i t 

cooes t ime t o d e l i v e r cars t o t h e CNW or t h e ICG, they 

tak^r. our c a r s w i t h t h e i r c a r s , no p r o b l e m , -and * 

t he way I would expec t t h i s to work at P o r t i a n i . 

3 And t h e i n t e r c h a n g e cut a t SPSF h i i u l t o the 

P u r l i n g t o n , f o r example . I t would n a v a t . i x t u ' o o-̂  i^lo 

Crsnda and SP I n t e r c h a n g e c a r s to B u r l i n g t o n ? I t .-oiLd 

not be a b l o c k o f - -

A No. 

3 Each? 

A No. 
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3 Does you r o p e r a t i n g p l a n c o n t e m p l a t e t h a t you 

would be h a n d l i n g l o c a l t r a f f i c , f o r example . I n 

O a k l a n d , l e t ' s say between P o r t l a n d and Eugene? 

A T e s . 

3 What does i t have t o do w i t h the merger? 

A Excuse me? 

3 What does t h a t have t o do w i t h t h e merger? 

What c o m p e t i t i v e f u n c t i o n o r r o l e a r e you p r o v i d i n g f o r 

the s h i p p e r whc i s moving t r a f f i c between P o r t l a n d an l 

Fuaene? How i s h i s t r a f f i c a f f e c t e d by o u r merger t h a t 

would r e q u i r e the Pio Grande t o come i n and handle h i s 

l o c a l t r a f f i c ? 

A I f we had no t made a r e q u e s t to handle t h a t 

l o c a l * r a f f l c , t hen we would have been accused o f 

p i c k i n g o f f j u s t t n e l o n g h a u l s t u f f , and we w i l l share 

the s h o r t a a u l w i t h you j u s t the same as we do t h e lonn 

h a u l . 

3 W e l l , t h a t b r i n g s up a q u e s t i o n . Why d i d n ' t 

you a l s o seek t o s e rve a l l o f the l l t t l o branch l i n e s , 

the l i t t l e m i l l i o n g r o s s t o n — i s the^-c- , i no i se here? 

MR. SANFCRDi T h a t ' s an a l a r m . You hav-

on to-5 l o n g . 

JUDGE HOPKINS; He was t r y i n g t o wake up -

(Gene ra l l a u g h t e r . ) 

BY MP. STEPHENSON; {>-:osuminfT) 
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1 3 Forget about the branch l i n e s . 

2 Does Flo Grande's operating plan contempla'-.e 

3 the movement of t r a f f i c , say, from Eugene to interchanoe 

* with the Burlington? 

5 A At Portland? 

6 3 Yes. 

7 A Yes, t does. 

8 Q And you would agree tha t t h a t doesn ' t have 

9 a r y t h l n g to do with the merger, but you d o n ' t want to be 

10 accusad of skimming *he cr-am? 

11 \ Tha t ' s r i g h t . Wo want to be able ^o o f f e r a 

12 f u l l a r ray of compe t i t i ve ; ;ervlces to those customers 

13 t h a t we want to serve up t h e r e . 

Q At pages 26 and 27 c f your ope ra t ing p l a n , you 

15 discussed 14 ga ther ing and d i s t r i b u t i o n p o i n t s In 

16 C a l i f o r n i a and Oregon, i ^ c l u ' l n g place.s l i k e Modesto, 

17 Richmond and so on, *i *. 

18 J- : f e t h a t ? 

19 A Y e s , s i r . 

20 3 "̂ he opera t ing plan i s n ' t c l e a r , a t l eas t I 

21 d i d n ' t understand what th^- d i f f e r e n ^ o would be between 

22 the ga the r ing and d i s t r i b u t i o n po in t s and the majcr 

23 c l a s s i f i c a t i o n yards w i t h t^e majo: - ' * ng and 

24 c l a s s i f i c a t i o n i n terms of the fun'- going 

25 to be p e r f o r m i n g . 
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1 Can you f i l l us i n on that? 

2 A Yes, s i r . I thi-ik probably I f we r e f e r co 

3 Appendix I I , page 1 of 1, t h a t sets out the gathering 

* and d i s t r i b u t i o n p o i n t s on the trackage r i g h t s p o r t i o n 

5 of th? l i n e as trackage rinht.'^ were contemplaced at the 

6 time t h i s proposal was w r i t t e n . The large ya'-ds, 

^ P o r t l a n d , Eugene, P o s e v i l l e , Oakland, Fresno, app'-'ar to 

8 be too large an operation t o cover a l o c a l type 

9 g ather a.ng-distribution type service because there ycu 

10 have the f u l l gamut of te r m i n a l s e r v i c e s , the blocking 

11 and a l l cf t h i s other s t u f f . The gathering and 

12 d i s t r i h u t i o n p o i n t s t h a t are shown on Appendix 1 what 

13 was t h a t pagt reference ycu gave me? 27., was that i t ? 

14 Q 26. 

15 A These are minor p o i n t s ^hecs i t I s g o i n g t o be 

16 necessary t o .< t c a r s o u t , and a l l t h r « ^ | g | | | | | ^ 

17 g a t h e r i n g - d i s t r i b u t i o n p o i n t s wer' .eel • - c t e d T e ^ a s * ' 

18 t ire loca*iens at which tre CP-Santa Fe's, v - , Ft}-

19 o p e r a t i n g p l a n and some o f th--- d l s c o v r y i n f o r m a t i o n 

20 t h a t r was ab l e t o r e c e l v f f r o m t h e --outhern P a c i f i c 

21 i n d i c a t e s t h a i l o c a l as- . ignments are i ' . 

22 and t h a t these l o c a l s are f a r ' ^ ' d ou* ..c v a r i o u r , branch 

23 l i n 1 location.-- : or t o p o i n t s on the main l i r 

24 • - .-n the gathering ibu tion pom*, '^ht 

25 hom--̂  - ^nt f o r t h a t l o c a l , and the t e r r i t o r i e - ^ t h a t t.̂ ^̂  y 
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Serve. 

So i f you would look at the 

g a t h e r i n g - d i s t r i b u t i o n p o i n t s , except f o r the major 

t e r m i n a l s which were discussed e a r l i e r a t Oakland, 

R o s e v i l l e and so on , j u s t as minor p o i n t s where 

d i s t r i b u t i o n and s w i t c h i n g requireir ?nts ' . x i s t outs ide o f 

major t e r m i n a l s . 

3 Did you pe r sona l ly v i s i t each one of these 14 

ga the r ing and d i s t r i b u t i o n points? 

A Yes, r have been to every one of those , t h a t ' s 

c or rec 

Q 

A 

Q 

A 

3 

Was t h i s p a r t of your t r i p i n May of '84? 

Yes, s i r . 

How long did that t r i p take i n I t s e n t i r e t y ? 

I was abcut throe weeks t o t a l out the r e . 

The gathering and d i s t r i b u t i o n points would do 

a c e r t a i n amount of c l a s s i f i c a t i o n work f o r the Rio 

G:»nde operations at each one of these places, would 

they not? 

A I think we cculd take a p o i n t i l k e , w e l l , 

l--'t'3 use -- l e t me pick a good one so tha t I dc-'t have 

t o bark up and de t h i s over a couple of times, Doug. 

Let's use Salem. Ko, I would r a t h e r use Albany. l e t ' s 

use Albany. 

Let's say th a t at Albany we ha:i a car come i n 
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1 o f f of the l o c a l t h a t goes east to Griggs, nd t h a t car 

2 wa?: destined to a p o i n t i n Salem or north of Salem 

3 towards Canby. When th a t car came i n on that l o c a l , i t 

* would be some SP t r a f f i c i n t h a t l o c a l and there would 

5 b*- .ome Rio Grande t r a f f i c i n ' hcit l o c a l . Some of the 

6 Rio Grande t r ? f f l c , probably most o f I t , would go 

7 towarls Eugene. So they could l i n e up the Eugene and 

8 east t r a f f i c and set aside the car t h a t -;oes to Salem, 

9 and then the northbound Rio Grande t r a i n could pick up 

10 the Salem car , tak i t to Saleir., and set i t oot. t c 

11 t h a t 3Xteut there would be some b l o c k i n g . 

12 But as to a d e t a i l e d blocking plan for 

13 hundreds of cars, no, there i s net t h a t k i n d of work 

14 necessary. There would also be some c l a s s i f i c a t i o n 

15 required as the l o c a l crews l i n e d up those cars to move 

16 them out of Salem to the branches, or wherever t'^-y 

17 happened t o be operati n g , anJ thac would b€ s t r i c t l y up 

18 tc tha old conductor, j u s t l i k e i t i s now, how he wants 

19 to l i n - - up his t r a i n and do his work f o r t h a t p a r t i c u l a r 

20 day. 

21 Q Generaii-y speaking, and wi thou t re fe rence to 

22 any s p e c i f i c l o c a t i o n , what are Rio Grande's plans f o r 

23 buying or l eas ing or c o n s t r u c t i n g trackage to be need 

24 f o r s a t t i m out t r a i n s or blocks o." t o r s t o r i n g cars f o r 

25 prospect ive l e a d i n g , or j u s t s t o r i n g cars genera l ly? 
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n 1 A This i s one place where the d i f f e r e n c e betwe-; n 

2 purchase and trackage r i g h t s i s going tc cause me to 

3 r e t h i n k some things t h a t I haven't given t h a t much 

^ co n s i d e r a t i o n t o . What I planned on the purchase 

5 p o r t i o n of the l i n e — and I hate to disagree with my 

6 boss, but somotimes I wonder I f t h a t I s n ' t s t i l l the 

7 best o p t i o n , but on the purchase p o r t i o n of the l i n e s , I 

8 was going to set t h a t t r a f f i c cut on s i d i n g s between 

9 Wendel, the empty cars moving to the northwest f o r 

10 l o a d i n g , set those cars out on the sidings between 

11 Wendel and Klamath F a l l s , which i s being done now by 

12 Southern P a c i f i c , and use t h a t as my car supply storage 

13 p o i n t s , and then pick them up with our through t r a i n s as 

14 we see a need f o r p a r t i c u l a r cars. 

15 Now, with t h a t , i f *hat should become an 

16 a l l - t r a c k a g e r i g h t s s i t u a t i o n , thon I may have some 

17 prcblams w i t h f l n i l n g me some car storage f a c i l i t i e s i f 

18 K' 'math F i l l s cannot accommodate the empties, or 

19 ^ugene . 

20 I t seem> to me j u s t i n l o g i c that those cars 

21 are being stored 'here now f o r l o a d i n g , and i t a p p l i e -

22 the 31 me as i t did i n the j o i n t t e r m i n a l . I don't see 

23 t h a t i t i s going to add any a d d i t i o n a l burden. T i t 

24 does, then we are going to have to f i g u r e something else 

25 out . 

I 1 
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1 3 Well, how would you expect -- would you expect 

2 under the purchase proposal , would you expect t h a t --

3 you say you would use the area around Wendel f o r the 

'* staging area or f o r the car storage area? 

5 A Yes. From Wendel to Klamath F a l l s there are, 

6 without counting them- about 12 or 13 s i d i n g l o c a t i o n s 

7 t h a t i r e no\',• or were i n May, at iea;;t, s t u f f e d f u l l o*" 

8 cars, e^npty cars, w a i t i n g f c r movement In t o tne loading 

9 areas along the Siskiyou ard the Valley Line and Coos 

10 Bay Ll . i e , a l l those other l i n e s t h a t are served out of 

11 Eugena , an t h l c j u s t appeared to me to be the n a t u r a l 

12 storage point •"or those cars. They are very close t o 

13 the area where they would be used. Wi-Lh a l i t t l e care, 

14 ycu could set boxcars i n one track anl set f l a t c a r s on 

15 the other t r a c k . That was being done to some extent 

16 wh---n T was up th'^re. 

17 3 So w^at i s the .proposal i f you don*t Tiavo 

18 tb se s id ings t o use f o r t h e t purpose? 

•,9 A Since most of those s id ings are being used f o r 

20 storage now, there were some tha t had no cars i n them 

21 a l s o , we may b*; able to loase some of those t r a c k s or t c 

22 i nc lude those t r acks w i t h i n the j o i n t trackage 

23 agreement. As I say, I havon ' t r e a l l y focused on t h a t , 

24 and I wouldn ' t want to s i t here and c ive you a d e f i n i t e 

15 answer t ha t t h i s i s the way we ought t c dc i t , and maybe 
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that wouldn't be the best way. 

So i f i t ccmes tc the point where we noed to 

submit a more d e f i n i t i v e tiackage r ights agreement for 

mmmiB 
those l i n e s than we tTaft S^ifht t o acq u i r e , i t would 

take some time, but I ara sure t h a t we would come up with 

a very workable p l a n . 

The other t h i n g , i f there i s no r e s c l u t i c n to 

th a t problem, the Commission wculd allow us tc geln 

trackage r i g h t s onto those l i n e s i n t h i s area as with 

the r e s t of t h a t trackage r i g h t s agreement, perhaps a 

u n i l a t e r a l proposal, t h a t i s , from us. We recognire 

t h a t i f t h a t trackage r i g h t agreement was to be 

implenented, t h a t Southern Pacific-Santa Fe people wculd 

want t c s i t down and have some imnut I n t o t h i s t h l n a , 

too. They probably would submit t h e i r own proposal, and 

we could work i out as we usually work out a j o i n t 

f a c i l i t y aon.'ement, or a j c l n t *rack agreement. 

So again, i f you w i l l recognize t h i s a s my 

view of i t , my view may not he what your view i s . There 

are some requiremonts i n i t we would probably want tc 

stands p r e t t y tough on and we would absolutely i n s i s t 

on, bnt the r e s t of i t could be negotiated. 

3 The discussion t h a t we have had up u n t i l t h i s 

point i n time, your testimony r e f l e c t s r e a l l y ecrt of 

more the lung range car storage f o r g e t t i n g i t i n t o 
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Oregon, f o r example. 

A Correct. 

3 What happens i n the gathering and d i s t r i b u t i o n 

points where we are not t a l k i n g about b r i n g i n g a car 

froki 200 miles aw^y, but we are t a l k i n g about a bunch of 

cars being i n a l o c a l area, f o r example, the Albany 

tm 
area, f o r d i s t r i b u t i o n to shippers i n the Albany area. 

Whera are those c ? r s , th.a dozen or so cars that are 

gj i n g to be loaded today, n o t, you know, a rfeek from 

now, but the cars t h a t are going to be loaded today, 

where are they going to be placed/ 

A The same place they are being placed r i g h t 

mtwk. 
now, soaew>-ere i n the Albany ya rd w a i t i n g f o r t h a t 1 

t o ti?ke them cu t . . | 

3 Wher i ; - t hey g o i n g to be p laced when they 

are l oaded and ready t o go c u t ? 

A About t h e same way they are h a n d l i n g them 

n - - - They are l i n e d up f o r a t h r o u g h t r a i n t o p i c k uo 

and t h e y are p i c k e d up by the t h r o u g h t r a i n . 

3 What i f t h a t i s no t the p r o c e d u r e t h a t 

Southern P a c i f i c r o l . l o w s t o d a y , t ^ a t tbey d o n ' t w a i t •"or 

tho t n r o u g h t r a i n bu t they run them i n t o c l o c a l ya rd 

and Tiake up a t r a i n i n t h e l o c a l yard? 

A I n those areas t h a t we are t a l k i n g bout 

betw??" ":-'f-n-? -snd P o r t l a n d , I b e l i e v e t h a t e v e r y one o f 
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1 those Etat-ons i s operated as I have contemplated i t i n 

2 t h i s operating p l a n , and the same w i l l apply to those 

3 l i n e s west of Roseville and to those l i n e s south of 

* R o s e v i l l e . I believe what I have put here f a i r l y w ell 

5 r e f l e c t : the Southern P a c i f i c operation as i t e x i s t s 

6 today. 

^ Q So i f t h e r e were , l e t ' s s a y , a t Albany a cu t 

8 o f tan l o a d s w a i t i n g t o move o u t of t he area ---

9 A Going sou th? 

10 3 Yes . 

11 A O k a y . 

12 3 You would a n t i c i p a t e t h a t those t en l o a d s 

13 w o u l l be p l a c e d on a t r a c k , and the t r a c k , i n your v i e w , 

14 i s the same s e t - o u t crack o r h o l d i n g t r a c k t h a t would 

15 have been used by t h e Southern P a c i f i c i n any e v e n t , and 

16 t h a t i n you r t h r o u g h t r a i n w i l l come by and p i c k up t h a t 

17 c u t of c a r s j u s t as though a 'Southern P a c i f i c t r a i n 

18 would do i t w i t h an e q u i v a l e n t cut o f Southern P a c i f i c 

19 c a r s , i s t ' . .at your t e s t i m o n y ? 

20 A That i s c o r r e c t . 

21 Q And t h a t I s the way ycu hav-- p lanned o r 

22 deve loped your o p e r a t i n g p l a n , you have s i m p l y a t t e m p t e d 

23 t o m i r r o r what Southern P a c i f i c does? 

24 A h a t i s c o r r e c t . 

25 •3 I n terms o f the a c t u a l s e r v i c e o f s h i p p e r s on 
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1 the l i n e , would t h e r e be any s h i p p e r s who are a c t u a l l y 

2 s e r v e ! by t h e R io Crande, o r wcu ld i t a l l be s e r v t d by 

3 an SPSF t r a i n crew? 

* A You and T may h i v e a d i f f e r e n t i n t e r nr e ta t i c n 

5 o f tha word " s e r v e . " When I use the wcrd " s e r v e , " I am 

6 t a l k i n g about t h e r i g h t f o r a Rio Grande t r a f f i c 
I 

^ depar tment r e p r e s e n t a t i v e t c co i n , s o l i c i t a c a r l o a d o f 

8 t r a f f i c f r o m ari i n d u s t r y i n Salem, Oregon t o movo t o 

9 Kansas C i t y , M i s s o u r i . 

10 0 Who would s p c t t n e ca r f o r t h a t I n d u s t r y ? 

11 A The s w i t c h i n g or the s p o t t i n o o f the car would 

12 bo done by Southern P a c i f i c . I n o the r words , T d o n ' t 

13 see s e r v i n g as meaning the p h y s i c a l s w i t c h e n g i n e , t h a t 

14 t h e r e has t o ho a s w i t c h e n g i n e w i t h the K i c Grande 

15 p a i n t s t r i p e s on i t f o r us t c p h y s i c a l l y s e rve '-ha' 

16 cus to-ner . T h a t ' s t r u e i n a l l o f the r e c i p r o c a l 

17 s w i t c h i n g d i ^ t r i c t ^ - , t h a t i s t r u e i n any o f t h e j o i n t 

i£ t r a c k areas where one r a i l r o a d p e r f o r m s a s e r v i c e f c r 

19 a n o t h e r . The r a i l r o a d t h i t p - r f o r m s t h e s e r v i c e ray n o t 

20 have t h e b i l l o f l a d i n g f o r t h a t c a r , :-r he i s no t 

21 r e a l l y s o r v i n c t h a t cus tomer I n t h a t i n s t a n c e . A l l h-> 

2.2 i s do ing i s s w i t c h i n g . ?.<• i s p r o v i d i n g a s w i t c h i n g 

23 s e r v i c e . 

24 3 So t h a t I ar- c l e a r about *>-- - , -her--- a re no 

25 p o i n t s on any o f t he t r a c k a g o r i g h t s l i n ' wb-re you 
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would contemplate your crews provid i n g service t o the --

t r a i n crews provid i n g service to the shipper? 

A There may be one exception t o t h a t , and that 

wculd be on t h ^ s t e e l t r a i n going t o P i t t s b u r g h . I 

heard Mr. Davis' answer the other Jay about using thn 

canter s i - i i n g and the power crossover. That i s exactly 

what I would have suggested also. Ru* anyw?/, t h a t i s 

t h " one exception where our t r a i n crew ray d i r e c t l y 

serve a customer on the trackage r i g h t s l i n ^ . Perhaps 

the same - u u l i cpcly cn seme cral'-. tr-»in--; i * we were 

able t o get t h e down I n t o the L i v i n g s t o n , Ceros-"''eyes 

area. 

Q Under your oper-it ing plan, wha* kind of D£RGW 

employees would you expe * tc f i n . at the switching and 

cl-'.ssl f I c a t 1.. . /ar''? 

Ve have talked about a c l e r i c a l --

A You i r e t a l k i n g about the cne:- at the major 

t • r mil al ? 

p e .pi e W O J 1 d 

Q The big s i x . 

A Okay, the big s i x . What ki.. ^ 

I • xpect t o f i * ^ ! there? 

2 Rio Cran'-'e people. 

A I would expect to f i n d , f i r s t o* a l l , rcme 

k ind c-̂  an operat ions coordinate c t h a t would work with 

your t e r m i n a l poople, whether there would be one or 
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three. You knew, t h a t i s something we have not 

decided. There would be some c l e r i c a l people. There 

would probably be somebody who would perform tbe 

functions of an a-ent to t i e these c l o r k s *ogether ar.d 

•mB 
be sure t h a t the customers' w a y b i l l s and so f o r t h were 

prepared. Also I .i m a t te r m i n a l I would expect to f i n d 

some Rio Grande t r a i n and enginemen on o r l g l n a t l n a or 

termin a t i n g t r a i n s . The s w i t c h i n g , the car i n s p e c t i c n , 

tbe machanical s e r v i c i n g f o r locomot -'.nd the 

mechaaical i n s p e c t i o n would a l l b« d£5j_J)y S^-Sa-' 

employees, 

3 How ?»bout at th-'-e -:atherim and d i s t r i b u t i o n 

points? What woil d you expect to be *he * y p i c a l 

complament of Rio Grande employee there? 

A There wouldn't te nearly ac many thope. I* 

would depend upon the size of the facility, for example, 

Stockton, Fresno. ̂ ^Rl lev- '^cdesto, and *b-- - ^ 

•-burg. Grants Pass, Fu-;- r- --x.-.;- • - , ̂ ugene we 

have i l r e a l y t .kad about. T believe those include some 

mt 
c l e r i c a l h S f p , and a g a i n , I w i l l h^oge on tb^- - r . ^ c r 

becau-5e depending on what our s t a t e of mechan i73* ic r i c 

would alsz. d i c t a t e how many people t h a t would be , hr.-

those l o c a t i c n s t h e r e would be some c l e r i c a l p e o p l e . 

--oulu a l : o be some l i n e .-uporv i n the f rm o f 

a . c a i n i a s t e r , I suppose . Those would ALDERSON REPORT(NG COMPANY, INC. 
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Grands peop le t h e r e . . 

I 
Q We have talked about car s.^pply i n one sens-?, 

and T would l i k e t o cover i * . more d e t a i l e d way. 

Usim a plywood shipper out of Medford, 

Oregon, shipping t c Kansas C i t y , f o r example, how wculd 

t h a t shipper get a car, an empty, what kind of an empty 

would he get, and how would i t cone t' him? Just trace 

I t from the storage sp?ce a t Wendel, how th a t car gets 

to him, how the car order I s placed, hew the car I s 

spot t e d , and *̂ ow the car then leaves tc go t r Kansas 

City. 

A I w i l l gc alcag r i t h your example i f you w i l l 

leave Wenlel out of i t . There i s a car somewhore cn 

that -y-ete.Ti, e i t h e r at Portl a n d , th a t has j j s t been 

relea-ed from unloading. I f ycu w i l l use t h a t 

assumption with me, rather than a car f r o n storage, I 

w i l l •..11 you how I th i n k i t w i l l work. 

3 Okay. 

W e l l , s l | | g | ^ the Wen--" ' ; was your idoa i n 

th"- f i r . e t p l d c , v-r. t ycu to u.se t h ^ t orie f i r : and 

th ' -n I f YOU - . ' t c t i l k about Por t 1-ind, gc ahead. 

A Say . V*i a car s t o r e d -t ' ' - o n d e l , or a r.nmbor 

of c a r r s t o r e d a t W» ' ' ' , ^meon* 

Medford t h a t w :oaa , war 

w e on • . . . . . . z? 
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3 Yes . 

A That person a t " * d ^ o - r f f ~ v o u 1 d o r d e r t h i s ca r o r 

adv i s? our c l a r i c j 1 t y p e p>.rsons, agen t t y p e person In 

t h A t e r e a t h a t he nteeu.; a e a r . H e W ' U l d c o n t a c t our 

m̂tm̂m̂^̂  F̂ ^̂ ^̂ m̂ ^̂ .mm •* 1 J ^ 

system ca r d i s t r i b u t o r who would iteep t r a c k of a l l i f 

t h e ' - i r s i n our account f r o m j u r Denvar c e n t r a l i r ' ^ ' - ' car 

d i : t : .. f l : l o n c e n t e r . He would i s s u e t h i o u g h the "rrain 

l i s p a t c h i n g f u n c t i o n , i s sue an o r i " r *o a t r a i n t o p i c k 

up t h a t ca r or ca rs at Wendel. move t * " i t ca r to .-;(:ono, 

and s e t i t o u t . At t h a t same t i m e t h a t ho d i d t h a t , he 

would i s s u e a cc r n o v f u e n t d i r e c t i v e t o t h e t e r m i n a l 

s u p e r i n t e n d e n t and h i s people a t ^^ug^ne d i r e c t i n g them 

on tha a r r i v a l of t h a t c i r , t o l i .ne i * up t o move i n t h e 

11 in i i n e , wr t ^v . - r i t i : j , cou th t o . " ' . d fo rd t h a t 

even lnn o r tb.-' nex t day , ' i l n g upcn when ho -;'-* the 

c a r l o a d e d . 
Tlie t e r m i n a l f a c i l i * y a t '^uT-ne w -

^i/mm^ 
1 ^^T^^^^mm 

* ' t r up, m--,. 'o I t -icwn : r. •» Pio Granie * - M. n t b n t 

woula move t o - u r g . ' ' • : would be a chan'j 

c r f wr. The conductor wou"" ' - pass a l o r ^ i *h.- -^r^ 

t o c.^t the ca- out at " e d f o r d , . , . - j . 

Wo would a l s o hav . your eta t i o n f o r c e - ,* • d 

n o t i f i c a t i o n t h a t t h i s car l c t o go t o YYZ lumber 

co-ipany f o r loa l i n g . 

Vour l o c a l would take i t eut a:.' 
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we have a ca r b u s i n e s s . 

3 ?Jow, taKe i t to "ansas C i t y . 

A Take i t t o "ansas C i t y ? 

'ilie .Tustomer would -- he already has the car 

now. The customer would load tie car, complete the bill 

of lading, notify our forces at Roseburg, probably, cr 

Medford, who would in turn input the necessary 

infcmation through our centralized billino agency in 

uenver that Car 1235 I.; ready to move and is going to 

Kansas City, and it contains a carload of plywood. We 

would knew whether it was under a contract rate or 

whota?r it was under a joint rate or just how the car 

had been rated. The necessary mo'ement document wouli 

be compiled by the centralized billing agency, and the 

neces~'.ry accounting record.s would he .-3tar*ed.. and 

simultaneous vith that we wculd issue a car movement 

iI ec;.iiix# to the agent or trainmaster or cord i(zz'zc at 

; car ur w,' --.r v u are c u t s w i t c h i n g 

t h e >'YZ lumber companv tOK'cr-ow, move i t back tc " . d f o r - ^ 

and l i n e i t up t o .'T>ove i n tho i o '.7iz..d- " r a i n , *^'--

f i r s t t r a m , w.-i v-.: ' -Lgl-it he, t h a t a f t e r n o o n or 

t o m o r r o w . 

At the sane * • -.Ms was be ing done , t h e 

conijctor would havt- b"en - • ••: th.a ncvem. • '-cuTent 

for that car .-hich would -c comp any th- car ;i z 
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l e* Evgene would 

vHMHH||HP 

w a y b i l l does now. I t would go i n t o Eugene* Evgene would 

put i t i n t o t h . - i r yard in'^^^Bry, l i n e i t 

your Y ATS syst'-m or schedulino f o r our s w i t c h i n g , 

designating the block and the t r a i n t h a t i t i s t o gc i n , 

would be l i n e d up i n the t r a . i n . When the t r a i n was made 

up, they would c a l l the old Rio Grande crew, .nd we 

would s t a r t on our way to Kansas C i t y ^ ^ ^ ^ 

3 Now, i t gets c •> Kasnas d f ^ ^ ^ ^ i s an S? 

car . I't i s an SP — 

A I t Is an SP ownership? 

3 SP ownershIp . 

A l o u guys l o a n - d us t he c a r , then? 

3 Yes , we loaned you the c a r . 

A .O.l r i g h t . 

3 What happen*^ tc i t a t t h a t p c i n t ? 

A Whc-, nappens t o i t a t t h a t p o i n t ? W e l l , I f I t 

i s an SP c a r , we would p r o b a b l y have t h e ScW m the 

r o u t e somewher-?, a l t n e r t o p-=-rk I t up a t Kansas C i t y or 

t o go on ove r t o S t . L o u i s , or I t i c oo inc t o gc t c — 

th*---re w o n ' t h'-̂  any Sî  m a r k i n g s . I t has t o be a Santa Fe 

now',f so I t may even go t o Chicago, whc knows? Put 

• nyway , through- our j o i n t f a c i l i t y at Kansas C i t y , the 

KCS - - by t h e way, whon the ca r g o t t o C- j ien- t h o 

o r i g i n a l w a y b i l l f o r t he mcve.-Tient o f t h a t ca r wculd be 

matched up w i t h t h a t c a r . Th'^ movement documont t h a t 
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you had been moving -> i would be replaced w i t h the 

w a y b i l l when i t got to our l i n e . 

So w" wou'id movo the car across our r a i l r o a d 

to \hatover t r a i n i t made out cf ̂ rand Junction on Into 

Kansis C i t y , and the w a y b i l l I s now wi t h I t . When I t 

got to Kansas C i t y , we would t e l l our KCS agent at 

Karras C i t y to interchange the car ever to the Santa Fe 

or to the SSW, the ICG or somebody. The w a y b i l l would 

mcve with i t , and the customer would mcve the car -- the 

other connecting road would move the car j u s t as they i o 

now, hcwever they mcve thf i r car. 

0 Okay. 

Now, you expressed s u r p r i s e when T said i t ••:as 

an SP car. I take i t that that was because under t h i s 

proposal of yours, t h i s operating p l a n , the Fio Granda 

would expect to provide i t s own cars, i t s cwn equipment 

to shippers on the l i n e who are using 

A That's the reason ^ was e u r p r i s e d . I didn't 

know the SP was gcing to give In th a t easy ani loan us 

cars i u s t r i g h * c f f the t o p . 

0 So the answer i s you T-.. going t o r'-̂ -v ide your 

own c-irs? 

•.,.̂....,„. A We w->uld supply our own c a r s , and aoain, xf we 

mm 
were sho r t of cars and the Ŝ  happened to have sor:o 

surplus up t he r e , I am sur^ a f t e r t h i s t h i n g i s in 
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operation t h a t we w i l l cooperate with each other then 

j u s t as we o now. l e you have an ex t r a car, you would 

l i k e t o get i t out on per diem, then ycu would l e t me 

U S o I t . ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ u ^ ^ ^ y ^ m u j l u i ^ 

Q ^ ^ ^ ^ ^ K i s a f o r e i g n car w ^ ^ i n ^ ^ f g ^ ^ ^ d 

o f , you wou ld use a f o r e i g n car? 

A You bet y o u , and I am s a y i n g I n the e v e n t w= 

needed i t . I w o u l d n ' t say we would use eve ry one c f 

your f o r e i g n c a r s , bu t we would use i t i f we needed I t 

and i t was a v a i l a b l e f r o m y o u . 

3 You wero here the o t h e r day when " r . Dav is o f 

f H H b e UP was t e s t i f y i n g , were you no t? 

A I was. 

0 You heard him s t a t e '.hat un '^ - ' 'P 's p r -^posa l . 

Car S e r v i c e (b would cover the mo-enent o f c a r s , *he 

movomanc o r s u p p l y o f empty c a r s to s h i p p e r s on the 

t r a c k a g e r i g h t - l i n e , d i d you not? 

A I remember him s a y i n g someth ing abcut --̂  n 

S C P - ° j , bu t I d o n ' t remember him s a y i n g a n y t h i n g about 

Car Order i f . I remember *he c o n v e r s a t i o n . 

3 Do you havo - - w e l l , i f you d o n ' t renember , he 

sa id t h a t they were g o i n g ' c o l l o w C:-r ' - e r v i c e Pule 1 5 , 

and you w o u l d n ' t be i n a p o s i t i o n t o say whether ycu 

a l s o i n t e n d e d t o be bound by or f o l l o w CS^-15 y o u r s o i f ? 

A No. 
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3 Havo you g i v e n i t any t h o u g h t ? 

A I have n o t . 

JUDGF HOPKINSi " r . Stephen.<:;cn, hcv much 

longe r would your c ro s s e.xa ir i n a t i o n b e , beca;ise t h j s 

appears to be a good t ime t c b r e a k . 

MR. STEPHENSON* I would say, Ycur Honor, 

least anhourandahalf. mltK$^-

JUDGE HOPKINSi L e t ' s see what we c a n d o about 

c u t t i n g i,ome of i t down bf*^ore F r i d a y because o t n e r w i - j e 

we w c ^ ' t be completed F r i d a y and g e t on t o the s h i p p e r 

Wi tne.s s-:-£. I f i t i s p o s s i b l e , 'OU c u t dc vn y c l W j 

answers , and be can c u t down on h i s q u e s t i o n s . Mjybe 

you can ge t t o g e t h e r on t h a t . 

C f f t he r e c o r d . 

( D i s c u s s i o n he r e c o r d . 1 

JUDG.r HOPKIKS. ^e w i l l t,p i r reeest: u i t i l 

9 i n c c ' ; l o c k tomorrow r c r n i n g . 

(Whereupon, a t 4i'=)5 o ' c l o c k p . m . , •'he fFSTTna 

m the above-en t i t l e d matt or r z-d , to rec^-nv?ne at 

9;00 a ' c l o c k i . m . , Thu: r.-!a , T.anuary ^ u , 1985 . ) 
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