


below, and the Increasing fi.i««tclal n««da of applnicrirta can t h l a 

be J u s t i f i e d . A c cordingly, t h l a . poaalbly the aoat a»^«T» adveraa 

e f f e c t , doea not j u a t i f y a d e n i a l . 

1' s u b a t r t n t l a l harm to s b l r p e ' " ot exempt coBnodltles aurh aa 

COFC t r a f f i c i s not t.hown in the record and considering tha a«all 

increase i n even p o t e n t i a l l y c a ptive shippers f o r when r e g u l a t o r y 

remedies remain, where else can the harm to the public i n t e r e a t ba 

found' No r a i l c a r r i e r piesented evidence that i t a e s s e n t i a l 

s e r v i c t - wtxild be harmed by the t r tnsac t i or.. This ts t hi p r l a a r y 

c o n a i d e r a t I o n f o r c o n d i t l o n a dealgned to protect i n d i v i d u a l r a i l 

c a r r i e r s . See 49 CFR 1180.1(d). The m a j o r i t y found no harm to TM 

or nRGW'f ' > b l l l t y to provide e s s e n t i a l services. Nevertheless, 

the m a l o r i t y found the merger would serloualy jeopardise DRGW's 

co m r ' " l t i v e s t r e n g t h througb the Central C-irridor as a p a r t i c i p a n t 

In I I .nscontinent«l t r a f ' l c and reduce Central Corridor optlona 

f o r s hippers. In s h o r t , the m a j o r i t finds that the now 

e f t i c i e n c l e s , r e duction in mileages and other savings^wou1d make 

the aouthern c o r r i d o r too competIt i v e ; «nd t h e r e f o r e , because of 

these p u - l l c savings, the merger should be denied, a conclusion 

that is e x a c t l y 130 degrees from our s t a t u t o r y ma -date. 

Underpinning the f i n d i n g s concerring the Impact on the DRGW 

l3 the r e d u c t i o n i n t r a i n s e r v i c e over ORGW segments, c i t e d in the 

d e c i s i o n . This is based on DRGW p r o j e c t i o n s . Reductions up to 

rroro four d a i l y t r a i n s to one d a i l y t r a i n are forecasted. To the 

extent these f i g u r e s r e f l e c t the use of more e f f i c i e n t routes than 

SPSF's i n t e r l i n e route w i t h ORCW, our re g u l a t i o n s do not or vide 
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. • — teductlons would .dv.r..., 

t " " " " — -
tb... projection, r e f l e c t og.w. .u.. . „ , „ . . . . t 3,,, 

would use l„e,„cle„t rout.s In ord.r ,0 e s t . b l , K 
" . I to establl.h a monopoly. u, 

- ™ U U , . . P C . c r r . e r s w. n „ , t , t e l y 

^ > n o w . h , l r b . . . e c „ r o . . c I n t e r e s t , and l „ „ g - . . , . _ 

i n e f f i c i e n t ro i tes w l M „ 
t . . . , n not occur . E j i . ^ t J o „ _ j ^ e i u l j i t i o ^ 

Bonc.r T r . f f i , . I c r -A , . 
— — . . C . C . . . d . 
September , 2 . „ a b . T h e r e f o r e , t i e . . , o r . t , - . r . , l . „ c 

' * r e l i a n c e on these 
' - t e . to t h l . e,.e„t 1. „„^_ ^^^^ 

to be an accurate ,r.d.c..o„. n.ith.r our r..„u..e„. 

precedent )iistlfi.« . j j . 
a denl.l „„ 

fact remains that on a l l 
• 11 S';giiente at leaat Tin -east 350 annual trains are 

predicted. 

The majority h.s .tt.ch.d ..gn.nc.a. ..„ht to th. 

Strategic As,,oss«ent" ,r„H„ 
.tudy. Tn .0 doing, they „.., conc.ntrat.d 

Oh a f e . p.r,g,.,b. from t h . ,2 page e.hlblt. T-e bul. „f that 

•tudy ent.... h i s t o r i c . , a o a l y . . . , , .by ATSP s fl„.„c.,l p.rfor-

-nce ba. deteriorate,,, spec.flc.Uy Including recent merger, 

"Uh ,„ primary e.,b..i. „„ _ 

>.P. I t s fund.menta. conclusion 1. „„t .0 l„:t..te widespread 

- o p o l y pricing, but I t s so u - c r. . u-1 .m that.- .T.. . , j . t .hort-

comlng appears to be the ATSP-. l„.bll.„ to attain re.enoe . e v . l . 

".thin I t s m.r.et area com.,„.„rat. .1tb attract1.e return, on 

investment." KfS-C-1 at ? i AF. 
After studving n̂ detail i t s t r a f f i c 

patterns, interchange partners, interch-nge points an. 
* points, and possible 
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•erger partners, ATSF's study concludes that the best merger 

pirtner I s one that Includes these "key c h a r a c t e r i s t i c s : " 

"1. A potential to Improve revenues derived from 
s i n g l e - l i n e movements. 

2. An Increase in the number of origin or destination 
points served exclusively by the merged c a r r i e r s . 

3. Creation of the most e f f i c i e n t , shortest route 
corrldorsi between key c i t y p a i r s . " 

This document does not prove that SFl had, as i t s corporate 

o l j e c t l v e , the widespread introduction of monopoly pricing. What 

the document t r i e s to j u s t i f y is the purcnase ^f a r a i l c a r r i e r 

that appears to be headed into bankrup'cy, or at best i s a poor 

r i s k . Accordingly, because "substantial additional profits may be 

achieved over and above any cost savings," purchasing wh.Jt might 

apoear to SFl's board of directors to be a poor r l s < , may not be 

such a bad idea. The document represents an internal attempt to 

persuade a board of directors to pursue a merger. The majority 

misreads the intent of the document. 

In denying the application, the majo-ity has misinterpreted 

the facts and misapplied the law. Both the Congress and the 

Supreme Court have given this Commission a simple direct-'on: "The 

rommission sha l l approve end authorize a transaction under this 

section when i t fines the transaction i s consi stent with t .i e 

public i n t e r e s t . " 49 U.S.C. 11344(c). 

To determine whether a transaction is consistent with the 

public i n t e r e s t , the Congress has provided two sets of guide!!nes, 

the standards of 49 U.S.C. 1 1 34A(b ) ( I )(A) through (E) and the Kail 
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T r a n s p o r t a t i o n P o l i c y , set f o r t h at 49 U S.C. 10101a. These 

standards do not r e q u i r e or authorize t h i s CoLimlsslon to stand as 

an a n t i t r u s t : o u r t . However, the m a j o r i t y ' s d e c i s i o n rests s o l e l y 

on a n t i t r u s t p r i n c i p l e s . No other explanation i s given f o r rhe 

d e n i a l or to q u a n t i f y :he p u b l i c i n t e r e s t . 

The role of the nation's a n t i t r u s t laws i s that of q u a l i f y i n g 

the p o t e n t i a l problems a merger would create and not to serve as 

the sole standar.' of wh.?tber to grant or deny a r a i l merger. The 

Commission does m t force co«iollan:e w i t h the Clayton, Sherman or 

r e l a t e d a n t i t r u s t ..cts. Northern Lines Merger Case, 396 U.S. 491 

at 506-516 (1970) (Northe - L i n e s ) . The p u b l i c I n t e r e s t standard 

i s broader. A n t i t r u s t c onsiderations alone are not a proper 

measure of the permUs1b111ty of r a i l r o a d merger. Minneapolis & 

St. Louis R. Co. V. u n i t e d States, 36 1 U.S. 173 (1959). The 

Commission may f r e e l y approve r a i l c o n s o l i d a t i o n s that v i o l a t e the 

a n t i t r u s t laws. Unltec' States v. I.C.C. . 396 U.S. 49 1 ( 1 970 ) . 

Once approved by the Coi-mlsslon, the t r a n s a c t i o n Is t h e r e a f t e r 

exempt from the a n t l t r u s : laws under 49 U.S.C. 11341(a). United 

States V. I.C.C. . 396 U.S. at 504. 

Almost every r a i l r o a d merger Involves a lessening of 

c o m p e t i t i o n between r a i l c a r r i e r s . The primary i n t e r e s t of the 

Commission i s on th» e f f e c t of the r a i l r e s t r u c t u r i n g on the 

adequacy of t r a n s p o r t a t i o n services a v a i l a b l e to the p u b l i c — I n 

other words to preserve e s s e n t i a l s e r v i c e s . Se_e e ^ New York 

s e c u r i t i e s Corp. v. U-.ltea S t a t . s , 287 U.S. 1 2 , 25 ( 1932). This 

i s d i r e c t l y t i e d to the transpor at ion system's need f o r economy 
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and e f f i c i e n c y and to the best use of t r a n s p o r t a t i o n f a c i l i t i e s . 

United States v. Lowden, 308 U.S. 225, 230 (1939), 

The T r a n s p o r t a t i o n Act of 1920 ended the a i t i t t u s t laws' 

r e g u l a t i o n of r a i l mergers and d i r e c t e d the Commission to d e t e r ­

mine the p e r m i s s i b i l i t y of r a i l mergers by t h e i r a n t i c i p a t e d 

e f f e c t on t r a n s p o r t a t i o n s e r v i c e s . See United States v. Southern 

P a c i f i c Co. . 259 U.S. 214 (197.2), the l i t i g a t i o n of which helped 

prompt the T r a n s p o r t a t i o n Act of 1920. Since that time, the 

Commission has r e g u l a r l y approved c o n s o l i d a t i o n s that d i r e c t l y 

reduced com p e t i t i v e t r a n s p o r t a t i o n options provided (1) t h a t f u l l 

managerial and f i n a n c i a l c o n t r o l r e s u l t s (49 CFR 1180.1(a) and (2) 

t h a t counterbalancing b e n e f i t s would be r e a l l r e d . For example, 

see Control of Central P a c i f i c by Southern P a c i f i c . 76 I.C.C.508 

( 1 9 2 3); NY S e c u r i t i e s , supra; Seaboard Air Line R. Co.-Merger-

A t l a n t i c Coast Line, 320 I.C.C. 122 (1963). af^'d per curiam 

Seaboard A i r Line R. Co. v. U.S. , 382 U.S. 154 C 1965). A review 

of the r a i l mergt.-s p r e v i o u s l y denied by t h i s Commission, shows 

th a t w i t h p o s s i b l y one except 1 on--t he Great Northern Pa-j i f i c-Gr ea t 

Northern merger, C^eat Northern Pac .-Merger-Great Northern. 328 

I.C.C. 460 (1966), subsequently approved upon r e c o n s i d e r a t i o n at 

331 I.C.C. 228 (1967) a f f i r m e d at Northern Lines, s u p r a . — t h e only 

r a i l mergers t h i s Commission denied were those i n which (1) common 

stock ownetship but not consolidated operations were proposed or 

(2) more than one a p p l i c a t i o n to merge w i t h the same c a r r i e r were 

presented. Cf Improving Railroad P r o d u c t i v i t y , Table V I I I - A , 
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a t 276-28 1 , P r e s i d e n t ' s Task 

Task Force on .Railroad P r o d u c t i v i t y . 

November 1973. The m a j o r i t y c i t e s no l e g a l ore • 
° ^ ' ' ^ ^ ^ Preceaent f o r t h e i r 

d e n i a l h e r e . 

c o n g r e s s i o n a l p o l i c y . . „ „ „.„ h.a c o n s i s t e n t l y . n c o u r . 

- 1 - o a d mergers. Por e.a.p.e, .b.n I t ... d e t e r m i n e d t h a t t h e 

f . v g . n c v R a i l r o a d Tr .n.por t a 11 on Act of ,,,, 

° ' Chapter 9 1 , 48 S t a t 

2.7, r e q u i r i n g mergers t o made I n c o n f o r m i t y w i t h an I.C.C. 

C.nera: P l a n of C o n s o l i d a t i o n , .as h i n d e r i n g r a i l . . r 
C l i n g r a i l mergers, t h a t 

p r o v l s i o i was reDea1*>H 

repealed in the Transportation Act of 1940.1/ The 

Act of 1940 was designed "t^ f 
i«ned f a c i l i t a t e mergers and c o n s o l i d a t i o n s 

In the national transportation system " r 
system... £ountjr of Marin v. 

I'n i t e d S t a t e s . 356 U.S. 412. 416 (1957) "Th-

wv:,/;. Tue very language of 

tbe amended - u n i f i c a t i o n s e c t i o n - expresses c l e a r l y tbe d e s i r e of 

congress t h a t ,b,. .„.„,try proceed t o . . r d an . n . e g r . t e d n a t i o n a l 

system..." a t ^18. 
The R a i l r o a d Re v 11 a 1 1 » « ̂  i ^ 

evltallz«tlon and R e g u l a t o r y Reform Act of 
1976, Pub. L. No. 94- ( o A^.\ 

( R A c t ) , c o n t i n u e d t o encourage " e f f o r t s 
t o r e s t r u c t u r e the [ r a i l w a y system, on a more e c o n o m i c a l l y 

t l o n . see, .9 U.S.C. 1 6 5 4 ( a ) - ( d r!.^ department of T r a n s p o r t a -
c o n s o l i d a t i o n p r o p o s a l s 1 n i t a ed * by r a i ^ H ' ^^^^^^ 
See St. Joe Paper Co. v. Atl Co «rH railroads to be merged. 
305 (T9 54). ^°-«'^-yjlg_R^_Co^, 347 U.S. 298, at 
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j u s t i f i e d b a s i s . . . " 45 U.SC. 80 1. The l e g i s l a t i v e h l E - o i > . f the 

-IR Act s t a t e s : " . . . t h i s b 1; 1 I s i n t e n d e d t o encourage mergers, 

c o n s o l i d a t i o n s , and j o i n t use j f f a c i l i t i e s t h a t tend t o 

r a t i o n a l i z e and improve the N a t i o n ' s r a i l system." S. Rep. No. 

94-499. 9 4 t h Cong., 1st Sess. 20 ( 1 9 7 5 ) . And. see M i s s o u r i -

Kansas Texas R. Co.v. U n i t e d S t a t e s 632 F.2d 392 a t 396 ( 1980). 

The Staggers Act d i d not change t h i s p o l i c y t h a t c o m p e t i t i v e 

f a c t o r s a l one do not address the pe .'m 1 s s i b 1 111 y of a merger p r o ­

p o s a l . S o u t h e r n P a c i f i c T r a n s p o r t a t i o n Co^ v. I.C.C, J - v . Zd 

^̂ '̂  (1984) c e r t , d e n i e d 105 S.Ct. 1 1 7 1 ( 1 985)(SPT v. I C C ) . That 

case a f f i r m e d the Commission a p p l i c a t i o n and i n t e r p r e t a t i o n of the 

St a g j i e r s Act i n Union Pa c 1 f 1 c--Con t r o 1--Mi s s ou r i P a c i f i c ; Western 

PacJ_fic, 366 I.C.C. 459 ( 1 982) ( UP-Control) . where we s t a t e d t h a t : 

"...we r e j e c t the c o n t e n t i o n t h a t a n t i t r u s t c o n s i d e r a t i o n s might 

assume c o n t r o l l i n g i m p o r t a n c e i n r a i l r o a d c o n s o l i d a t i o n s a f t e r the 

Staggers A c t . " U P - C o n t r o l . 366 I.C.C. at 502. The D.C. Court of 

Appeals s t a t e d , r e f e r r i n g t o the Staggers Act a i d s e c t i o n l O l O l a , 

"The i n c r e a s e d emphasis upon c o m p e t i t i o n r e q u i r e d by Congress 

m o d i f i e d but does not b a s i c a l l y a l t e r the ICC's t r a d i t i o n a l 

a p p r o ach, which has always c o n s i d e r e d the c o m p e t i t i v e impact of a 

proposed t r e r g e r , but not t o the e x c l u s i o n of o t h e r f a c t o r s . " SPT 

v. ICC, 736 F.2d at 717. The Court c o n t i n u e d , s t a t i n g : " I n s h o r t , 

the Commission has never sat 'as an a n t i t r u s t c o u r t [ t o d e t e r m i n e ) 

compliance w i t h the C l a y t o n , Sherman, or r e l a t e d a n t i t r u s t a c t s . ' 

366 I.C.C. a t 485, c i t i n g U n i t e d S t a t e s v. ICC, 396 l . S . 491, 514 
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(1970). I t . s t a t u t o r y mandate i s considerably broader. The ICC 

can disapprove mergers which would not v i o l a t e the a n t i t r u s t laws 

and can approve mergers even i f they otherwise would v i o l a t e the 

a n t i t r u s t laws. United States v. ̂ CC. 396 U.S. 491 (1970) at 

513-14." Id^. 

The Commission's a b i l i t y to a l l e v i a t e a n t i c o m p e t i t i v e e f f e c t s 

of a mergers r e s t s on i t s a b i l i t y to i^apose c o n d i t i o n s on the 

c o n s o l i d a t i o n . Great Northern Pac.-Merger-Great Northern. 331 

I.C.C. 228. 269-27 1 ( 1 967 ) aj^f^d sub n^.. Northern Lines Merger 

£ases, 8U£ra. .nd SPT v. JCC, 736 F.2d at 717. The Coramission 

also encourages p r i v a t e attempts of r a i l r a t i o n a l i z a t i o n , and has 

announced that those • tr a n s a c t ions ... should ... receive our s-pport 

i f c onsistent w i t h the p u b l i c i n t e r e s t . " Missouri P a c i f i c R a i l ­

road Company-Meri^er, 360 I.C.C. 6, at 1 5 ( 1 978) and 49 CFR 

1180.1(a). 

The m a j o r i t y does not address SPT's chances to su r v l v e - -

p a r t l c u l a r l y i n the long-run. I t does not address SPT's dwindling 

t r a f f i c base which has been d e t e r i o r a t i n g for a number of years. 

The table below shows t o t a l tonnage and tonnage of the current 

leading commodities f o r selected years. (Source: Moody's 

Transpor t a t lo.i Manual) 
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SPT 
Tonnage c a r r i e d f o r s e l e c t e d years 2/ 

( m i l l i o n s ) 

T o t a l Tonnage 

Chemlca1s 
Lumbe r 
Food 
Tra n s p o ' • r a t i o n 
Pulp & Paper 
P e t r o l e u m & Coal 

P r o d u c t s 

% Change % Change 
1973 1979 from 1973 1983 from 1973 

126.6 119.9 - 5.3% 89.8 -29.1% 

13.5 16.3 +20.7% 16.5 +22.2% 
1 8.6 15.1 -18.8Z 10.4 -44.1% 
14.2 13.8 - 2.8Z 9.1 -35.9% 
3.5 3.2 - 8.6X 2.2 - J 1 . 1 % 
5.6 6.0 + 0.7Z 5.6 -

6.3 5.5 -15.4Z 4.0 -38.5% 

Except f o r c h e m i c a l s and p u l p and paper, s t e a d y d e t e r i o r a t i o n 

i n t r a f f i c base I s a p p a r e n t , a t r e n d which seems to ha 

a c c e l e r a t i n g i n the past f o u r y e a r s . I t a l s o s h o u l d be noted t h a t 

SPT has e x p e r i e n c e d a d e c l i n e i n c o a l and p e t r o l e u m , the m a i n s t a y 

of o t h e r w e s t e r n c a r r i e r s and a major f a c t o r i n i t s p r e s e n t 

f i n a n c i a l s i t u a t i o n . 

The t a b l e below shows tbe tonnage changes f o r a l l Class I 

r a i l r o a d s I n the U n i t e d S t a t e s , and f o r the Western D i s t r i c t 

a l o n e . (Source--Yearbook of R a i l r o a d Facts p u b l i s h e d by the 

A s s o c i a t i o n of American R a i l r o a d s — 1 9 8 5 ) 

2/ Note: Tonnage I s used I n s t e a d of c a r l o a d s i n these l o n g e r 
Term f i g u r e s because c a r l o a d average c a p a c i t y I n c r e a s e s somewhat 
each y e a r . I n the Western D i s t r i c t the average c a r l o a d c a p a c i t y 
I n c r e a s e d t o about 70 t o n s i n 1984 from about 57 t o n s I n 1973 
a c c o r d i n g t o tbe yearbook of R a i l r o a d Facts p u b l i s h e d by the 
A s s o c i a t i o n of American R a i l r o a d s . 
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Tonr.age and Changes 
( m i l l i o n s ) 

19^3 1979 
% Change 
from 19 7'3 

% Change 
1984 from 19 7 3 

A l l United 
States 

Western 
D i s t r i c t 

1532.2 1502.3 - 2.0% 1429.4 - 4.9% 

624.6 683.8 + 9.5% 669.4 + 1.2% 

SPT 1985 Carloads r e l a t i v e to 1984 Carloads 
plus the F i r s t quartet of 1986 compared to the 

f i r s t quarter of 1 985 

1985 1985 1985 1985 1986 

1st q t r . 2nd q t r . 3rd q t r . 4 t h q t r . 1st q t r 

- 6% - 4% - 6% - 8X - 9% 

- 5% - 3% - 1% - 2% + 1% 

-18% - 5% - 1% - 3% + 9% 

- 9% -13% -13% - 8% - 4% 

- 3 1 % + 31X -19% -38% -50% 

- 5% - 7% -10% - 8% - 6% 

- 4% + 2% - 3% - 6% -15% 

- 2% - 4% - 9% - 9% - 9% 

T o t a l Carloads 

Chemicals 
Lumber 
PUID & Paper 
Coal 
Food 
Vehicles & Parts 
A l l other 

The f i r s t quarter 1986 record on a l l U.S. roads showed an 

0.5% Increase. No progress has been made since the f i r s t of 1985 

in t u r n i n g the t r a f f i c trend around. In the f i r s t quarter of 

1985. carloadlngs were down 6% and gross revenues were o f f about 

5X. Other Income was down 47% In the f i r s t q u a r t e r . This arose 

p a r t l y because of a decline In the c a r r U r ' s equity In s u b s i d i a r y 

earnings. Land sales declined q u i t e sharply In tbe 19^5 f i r s t 

q u a r t e r . Land sales has been a major f a c t o r In SPT's a b i l i t y to 

sur v i v e during the pendency of t h i s proceeding. 
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SPT'S o p e r a t i n g r a t i o s f o r 1983, 1984, and 1985 were 101.43 

p e r c e n t , 99.29 p e r c e n t , and 100.51 p e r c e n t r e s p e c t i v e l y . Tha 

o p e r a t i n g r a t i o f o r the f i r s t q u a r t e r of 1986, a d m i t t e d l y 

t r a d i t i o n a l l y t h e w o r s t q u a r t e r f o r SPT, was 113.4 p e r c e n t . 

S t . L o u i s S o u t h w e s t e r n a l s o s u f f e r e d a t r a f f i c d e c l i n e i n 

t h i s p e r i o d . The f o l l o w i n g t a b l e shows by q u a r t e r the o v e r a l l 

d e c l i n e f c r 1985 r e l a t i v e t o 1984, and the f i r s t q u a r t e r of 1986 

compared t o 1985, t h e d e c l i n e of the s i x major commodities 

c u r r e n t l y handled by the SSW, and the t r e n d of " a l l o t h e r " 

c a r l o a d s which i s t h e c a t e g o r y c o v e r i n g those shipments not 

f a l l i n g I n t o s p e c i f i c commodity gro u p s . 

SSW 1 985 Carloads . . e l a t l v e t o 1 984 Carloads 
" ~ a n d ~ f l r 8 t q u a r t e r of 1986 compared t o 1985 

1986 

I s t q t r . 2nd q t r . 3rd g t r . 4 t h q t r . I s t q t r . 

T o t a l C a r l r a d s - 5% 

Chemical.- - 1 1 % 
Motor V e h i c l e s + 6% 
Food +13Z 
Pulp & Paper -18% 
Lumbe r -1 1 % 
G r a i n M i l l "28% 
A l l o t h e r ••• 3% 

As can be seen below, ATSF's t r a f f i c d e c l i n e was not 

p r e c i p i t o u s as I t .as I n t h e case of the SPT and SSW, a l t h o u g h t h e 

f o u r t h q u a r t e r r e f l e c t e d s u t s t a n t l a l d e c l i n e s which were c o n t i n u e d 

I n t o 1986. 

-11% -16% -15% -17% 

- 6% - 8% -10% - 6% 
+ 17% - 5% + 12% -17% 
- 4% - 8% -11% -14% 
-15% -24% -21% -10% 
•f 2% •»-27% + 6% + 34% 
-19% -20% -16% - 4% 
-12% -20% - 9% -24% 
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ATSF Q u a r t e r t o Q u a r t e r d e c l i n e i n C a r l o a d l n g s 
1984 t o 1985 and the f i r s t q u a r t e r of 1986 compared t o 1985 

1986 
1st q t r . 2nd q t r . 3rd q t r . 4 t h q t r . I s t q t r 

T o t a l Carloads - 1% - 2% - 7% - 9% - 7% 

Coal +13% + 1% - 4% - 9% - 7Z 

G r a i n -18% - 5% -47% -17% + 9% 
Chemicals - 9% -12% - 1 1 % - 5% - 4% 
V e h i c l e s +31% +23% + 4% + 3% -13% 
Food - 0% +11% + 7% - 4% -13% 
Farm P r o d u c t s - 4% - 2% + 6% + 8% -16% 

A l l o t h e r +17% +12% + 10Z -12% - 2Z 

W i t h r e s p e c t to ATSF's l o n g e r - term t r a f f i c p a t t e r n , tbe 

f ol.:owlng t a b l e shows the t e n v. ar t r e n d f o r the ATSF fo r t o t a l 

tonnag:> o r i g i n a t e d and r e c e i v e d f o r each of I t s l e a d i n g 

c o m m o d i t i e s . ( S o u r c e : Moody's Tra n s p o r t a t l o n Manual.) 

Tonnage and Changes 
i l l l l o n s ) 

1973 1979 
% Chang > 
from 19/3 1984 

% Chfuge 
I r r m 19 7 3 

T o t a l Tonnage 

Coal 

Chemicals 
T r a n s p o r t a t i o n 
Food 
Farm P r o d u c t s 
( I n c l u d i n g g r a i n ) 

92.4 I ? , . 9 + 17 9 X 10 1.5 + 9.8% 

4.3 17.6 + 309. 3:*. 28 ^ -565.1% 

12.8 14.7 + i 4 . 8 % 1 1 0 - 14.1% 

1 .5 1.7 + 13.3% 2.3 + 53.3% 

9.8 10.7 + 9.2% 7.3 - 2 5.5% 

20. 5 18. I - 11.7% 19.6 - 4.4% 

U n l i k e t h e SPT, ATSF has ga i n e d tonnage I n these y e a r s , even 

more t h a n t h e Western D i s t r i c t a v e rage. However, i t has been 

c o a l t h a t has c o n t r i b u t e d the most s i g n i f i c a n t i n c r e a s e ; and i t i s 

the l a c k of s u b s t a n t i a l c o a l t r a n s p o r t a t i o n t h a t has s i g n i f i c a n t l y 

t i p p e d the balance of p r o f i t a b i l i t y a g - i i n s t SPT as compared t o 

o t h e r w e s t e r n r a i l r o a d s . 
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While the m a j o r i t y ' s Appendix G r e f l e c t s p o s i t i v e o p e r a t i n g 

i .come f o r SPT between 1983 and 1985. . t should be recognized t h a t 

there has been a good deal of c r o s s - s u b s i d i z a t i o n of r e s u l t s by 

non-operating means over the past ten years which has enabled the 

SPT to meet i t s f i x e d charge, during t h l e p e r i o d . Actual o-,erat-

ing r e s u l t s would not ha.e permitted I t to do so. The f a c t Is 

t h a t Net Railway Operating Income (NROl), while p o s i t i v e In the 

1083-85 p e r i o d , r e f l e c t s large tax c r e d i t s and Is not t r u l y a 

measure of a c t u a l operating r e s u l t s . The t e s t ..assure of actus 

operations i s net revenue from operations which i.s reported i n the 

c a r r i e r ' s f i n a n c i a l and q u a r t e r l y r e p o r t s to the ICC-and 

re c o n c i l e d w i t h the net revenue from r a i l w a y operations noted 

«bove by s u b t r a c t i n g or aodlng tax l i a b i l i t i e s (plus small a d j u s t ­

ments f o r c e r t a i n r e n t a l income). Net r a i l w a y operating incom. Is 

e s s e n t i a l l y the a f t e r tax r e s u l t of tbe reported c.et reve„.o f. om 

op e r a t i o n s , and i n the case of the SPT, w i t h large t3X c r e d i t s and 

e r e u i t s f o r deferred taxes, r e f l e c t s a sharply b e t t e r record than 

a c t u a l operating r e s u l t s . 

The pre-t,.. operating r e s u l t s f o . the 5PT alone have been 

i n s u f f . c l c t t o cover f l . e d charges .0,r the l a s t t.n years. T h l . , 

together .1th tbe long-term t r a f f i c do.ntr.nd, leads me to be 

conclualon that t h . SPT Is In danger of bankruptcy. Kov.vor, 

because of I t . c . p l t a l r a t i o and ... a b i l i t y to cover f i x e d 

charges .1th tbe a d d i t i o n of non-cper.tIng earnings. SPT-S 

bankruptcy may not be imminent. 
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In sua, SPT's problem Is quite 8l«pl«. I t lo a firm, llV.e 

a l l major r a i l c a r r i e r s , whoae costs decrease with output, so that 

I t s average costs are higher than I t s marginal or long run v a r i ­

able c o s t s . In order to generate s u f f i c i e n t revenues to come 

close to a competitive ret.rn on I t s c a p i t a l , sone t r a f i c must be 

priced at a rate higher than long run variable .OSLS. Nonet^ir-

l e s s , for the following reasons, the fi e r c e competition I t faces 

In nearly a l l markets precludes this p.^s8lbillty for most t r a f f i c . 

F i r s t . SPT ca r r i e s U t t l e coal, a key " r a i l captl-e" commodity 

that i s v i t a l to the f i n a n c i a l health of most of the Nation's 

f i n a n c i a l l y aound r a i l systems. Second, a great many of i t s 

t r a f f i c movements are competitive with motor c a r r i e r s . Third, 

most of i t s tranacontlnental central corridor movements ( i n 

combination with DRGW) fa-.- Mgnlflcant corpetltlon from motor 

c a r r i e r s and from the consolidated UP system, and while the DRGW 

is a well run and e f f i c i e n t c a r r i e r the UP has a superior routing 

through the mountains. Fourth, i t s southern corridor routing la 

competitive with motor c a r r i e r s and with ATSF. and ATSF's routing 

IS more e f f i c i e n t for the majority of shl^-ments. F i n a l l y . SPT has 

„«ny thousands of miles of light density lines throughout C a l i f o r ­

nia. While a short time ago this traff-'c faced competition only 

from motor c a r r i e r s , SPT's r a i l t r a f f i c base has been severely 

eroded by recent aggressive TOFC marketing by UP and ATSF. 

I want to emphasise that while I am concerned about SPT's 

current and future f i n a n c i a l health, that c a r r i e r ' s f i n a n c i a l 

condition wa. not an overriding element in my conclusion that the 
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merger application should he granted. The anticipated 

strengthening of both the ATSF and SPT was c e r t a i n l y a positive 

factor in my analysla of the applichtlon. t t ..e s i g n i f i c a n t 

expected improvements In e f f i c i e n c y and service would n.-̂ ve 

warranted approval even if the SPT were In better f i n a n c i a l 

c i n d l t l o n -

The m.»jority continues to hold out hope that another major 

r a i l c a r r i e r w i l l come to thp rescue of SPT; however, during the 

course if t h i s proceeding, any o her c a r r i e r or Interested party 

could hA>e f i l e d an inconsistent application seeking rontvol of 

SPT. The fact that no party has done this should Indicate that 

t h i s hope mftv be u n r e a l i s t i c . 

If SPT remains Independent, It must eliminate I t s low density 

l i n e s . This meins reduced r a i l service in Oregon, California*, and 

Texas, i f not elsewhere. In Oregon alone, the potential reduction 

in current track would approach over 50 percent of SPT's current 

mileage. S t m l U r l y , i f SPT Is broken Into segments, only the most 

profitable w i l l be purchased, leaving the rest to an unknown fate. 

S i m i l a r l y , I f the c a r r i e r goes bankrupt, the Commission w i l l have 

l i t t l e . If any control over the sale of i t s lines and assets under 

the new bankruptcy laws. I t i s incomprehensible that the majority 

Is w i l l i n g to trade the remote poss i b l 111 ;-• of continued competi­

tion for the probability of the widespread loss of esse.itial 

s e r v i c e s , to the detriment not only of the public and the nation'^ 

shippers, but also to applicants. 
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A p p l i c a n t s have presened the Commission w i t h the only 

p r e s e n t l y v i a b l e a l t e r n a t i v e to SPT's dismemberment and/or bank­

r u p t c y . The Supreme Court has t o l d t h i s Commission tn a t "the 

Tr a n a o o r t a t l o n Act of 1920...was p r l m a r l l v intended to promote the 

absorption of t l i . a n c l a l l y weak ( c a r r i e r s ^ by strong c a r r i e r s . " 

Northern Lines , 396 U.S. at 507 . The ro l e of tbe Commission Is to 

assure adequate r a i l s e r v i c e , l a r g e l y '.hrough c o n s o l i d a t i o n s and 

mergers and other i n n o v a t i o n s . Schwabacher v. United States, 334 

U.S. 182 (1948). Congressional poll.:y since the Tra n s p o r t a t i o n 

Act of 1920 has been " t h a t I n s i s t e n c e upon the pre s e r v a t i o n of 

maximum competition among r a i l c a r r i e r s was no longer e s s e n t i a l to 

the p u b l i c i n t e r e s t . " Seaboard A i r Line R. Co.-Merger-AtIantic 

Coast Line, 320 I.C.C. 122 (1963), upheld In F l o r i d a East Coast 

Ry. Co. V. United States, 259 F. Supp. 933 ( 1 066), a f f d per 

curiam, 386 U.S. 544 (1967). 

Tne p r e s e r v a t i o n of competition between SPT and ATSF requires 

s u b s t a n t i a l maintenance of redundant capacity and f a c i l i t i e s . The 

resources used f o r t h i s purpose are a dead loss to the n a t i o n a l 

economy. The interchanges required at a p p l i c a n t s ' common poin t s 

In Arizona, C a l i f o r n i a , New Mexico and Texas hinder the develop­

ment of l o c a l and re g i o n a l t r a f f i c move-aents where the r a i l Indus­

t r y i s the weakest c o m p e t i t i v e l y In rfcspect to motor c a r r i a g e . 

The Coramlssltn has recognized that the malni.^nan.^ e x i s t i n g 

t r a f f i c p a t t e r n s , routes, and Interchanges i s ot t e n i n .o .i s i s t en t 

w i t h a p o l i c y of reducing excess capacity and e l i m i n a t i n g d u p l i ­

cate f a c i l i t i e s . See U n i f i c a t i o n of Southwestern Lines. 124 

I.C.C. 401 at 41' ( 1927 ) , and Erie . supra. 

- 135 -



Applicants have demonstrated a s u b s t a n t i a l capacity to 

surv i v e as a c o m p e t i t i v e l y strong c . r r i e r i f the merger were to 

be approved. Not only do a p p l i c a n t s present undisputed f i g u r e s 

of e s t . savings and d i v e r s i o n s from competing r a i l r o a d s , but 

they also p r e d i c t r o c a p t u r i n . almost $7.5 m i l l i o n worth of 

, Thla r e s u l t s from an Increased t r . f f l c from motot c a r r l . r s . This r e s u l t , 

. b l l l t , to pro»ld. prompt s . r . l c . through frequent t r a i n 

schedules, and expanded s.ngl.-Hn. o p . r a t l o n s . -hese ate 

b e n e f i t , not only to sblpp.rs but to other r a l . I n t . r l U . e 

p a r t n e r s . Disapproving t b . merger decreases ov,.,all the . e . t . r n 

r a i l r o a d s - c o m p . t l t l v e a b i l i t y against motor c a r r l . r a . 

Tbe commission has reached tbe .ro„g r e s u l t and 1 fear f o r 

the consequences to t h . n a t i o n and I t s shippers. WhU. 1 b.Uev. 

. b i s decision leaves the American r a l l r o . d sys.-m and I t s ship­

pers vulnerab... 1 -ould take no so.ac. .n t b . fact that any d.re 

pred.ct.ons of mine ,-ome t r u e . 1 hope t h i s -on-t t u r n out badly. 

, „,,, do ever y t h i n g 1 can to make t h . best of t h i s s l t u a t l o n - t o 

.ork to cause or permit market forces to adjust so t h . t the 

t r a n s p o r t a t i o n providers and users can emerge f r o . these 

u n c e r t a i n t i m e , on a b . t t e t f o o t i n g than th.y have today. 

That s a i d . 1 c o n t l o u . to bell-.v, most s t r o n g l y , that t b , 

,.„„rry .ould have been b e t t e r served by a prompt g t . n t and = a r l , 

implementation of t h . merger. We -ould have had a b e t t e r , 

,,„„ger n a t i o n a l t r a n s p o r t a t i o n n.t.ork . h l c h .ould I m p f V . the 

s t a t u , and the prospect, of the combined system and of I t s 

customer, and employees. 
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APPENDIX A 

ABBREVIATIONS 

AFC 
AfiMCO 
ATSP 
BEA 
SM 
CAL 
OALCOT 
CALT 
Cktm 
CCPC 
CPUC 
Conrail 
OQJ 
DC" 
DP.jW, Rio 
Qr ^ii.te 
IP'IA 
KA.'JS 
KCS 

HI Li. 

MfT, Katy 

n f , :iPRR 

NR.-il 
NS 
OREGON 

RCAP 
SFI 
SF'P 

SP: 

spr 
SSW 
ST:C 
TEX MEX, 
TO?C 
TF. 
7R\M 
UP IPRR 
UF XP 
vr 

MHierlcan President Coinpar.lf»s, Inc. 
ARMCO 
The Atchison. Topeka and Santa ?« .«l«llw*y Company 
Bualneas Economic Area 
Burlington Northern Railroad Company 
Cailfornld Attorney General 
'ULCOT. Ltd. 
California Department of Transportation 
Chicago and North Western Transportation Company 
Contalner-on-flatoar 
Oallfornla Public U t i l i t i e s Commission 
Consolidated Rail Corporation 
t;.S. >partment of Justice 
l.S. U.partment cf Transportation 
The Denver and Hio Qrandf Western Railroad Company 

Independent Ratemaklng Authority 
r t a t e of Kansas 
I'ne Kansas City Southe.-n Railway Company and 

Louisiana and Arkansas Railway Company 
Cnlcago, Milwaukee, St. Paul and Pacific Railroad 
C onpan^ 
M sourl-Kansas-Texas Railroad Company System 
M.illandbrldge t r a f f i c 
Missouri Pacific Railroad Company 
^atlonal Motor Transportation Data Base 
^et Railway Operating Income 
Norfolk Southern Corporation 
Cregon Public U t i l i t y Commissioner and Department of 
1ransportatlon 
Fall Cost Adjustment Pastor 
fanta Pe Industries, Inc. 
Santa Pe Southern Pacific Corporation 
Joutherr. Pacific Company 
SCandarJ Point Location Code 
The Southern Pacific and Santa Pe Railway Company 
Southern Pacific Tr.>nsportatlon Company 
St, Louis oouthweste.faliway Company 
Standard Trdnsportatlon Commodity Code 

TW Ihe Texas Mexican Railway Company 
Tr a l l e r - o n - f l a t car 
T.^inscrlpt 
"rensportatlon Research and Harketlng, Inc. 
Lnion Pacific Rallrcad Company 
Lr.lon Pacific and Missouri Pao'flc Railroad Companies 
Vjstern Pacific Railroad Company 

mm 
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Frequently Cited Cases and Authorities 

3N-Frl3Jo: Burllnaton Northern. Inc. — Control 4 Merger — St. 
LTT'360 I.C.C. 7ad (1980). 

qrx-ar- Exemption from Regulation -- Boxcar Traffic. 367 I.C.C. 

nom.. Brae':3?Frv. 'Jnlted States. TUO P 2d 1023 i&.C. c i r . 
I W ) .-HeTtTltnled. l6? S. i i - i l ' ^ ' i U985). 

arown Shoe: Brown Shoe Co. v. United States. 370 U.S. 29"* 

n w ) . 
"antral Pacific: Central Pac. Ry. Co. Control, 76 I.C.C. 508 

! i a ^ j ) . j l 7 U t . t . ^ t ^ ^ l ^ ^ ) . i<iH i . ^ - ^ - 3̂ 5 (1966). 

-SX- CSX Ccru. — Control — Chessle and Seaboard C.L.I.. 363 
~ " : . i . d . yi ' i I19H0): ~~ 

Meraev Policy Statement: General P"̂ -gY , ^ ^ § ^ ' ' 1 ° ^ 
cSntT^r^? at least two ̂ Uss I railroads. 19 CFR ̂ 1180.1. 

McLean: .IcLean Trucking Co. v. United States. 321 U.S. 67 
Tl 9 'iW. 

New vork Dock: New York OockRy. " J ^ f ' ^ J - ^ ^ " B^aojt^F Sastern_ 
Dlst..' j60 t . i . i . ( i 9 7 ^ j . afTd jJevJork Dock l^f. v. 
nTr77 60T'P.2d 83 (2d. Clr, 19"^9). 

Norfolk southern: 'Jorfnlk Southern Corp - Control Norfollc * 
W. fly. Co.; 360 t . i . i . 171 (;9»«i). 

Railroad Connolidatlon Procedures: Railroad Consolidation 
Procedures. 353 I .C .C. T^k ( l ? 8 l ) . 366 I .C.C. . ' ' i ^ l ^ ^ Z ) . 

TOFC/COPC: T-nrrovement of rOFC/CCPC_r;ey.ilation; 36i» I .C.C, 731 
• { l ^ t i i ) . rev 'd ir. part sub, nor.. A.'ngrlean Trucking 

Association V. I A A ^ . •̂̂ '̂  TurTmrn 
• - r a f l - Protective Conditions: ?raffic Protective Conditlona. 

-—366 !.c.c/ti2 iiwy. 
Tucu;nc9rl: St. Louis S.W Ry. •- Pur - Hock Island 

r?I?uBcarl). 365 Ld'.C. 320 U9St^)-

nmnn Pacific Control: Ualon Pacific -- "ggr°Lu] ."^^'^Va^ub 
>acl.^ic: 'vJestlFH Pacific, jbo I.C.».T^9 '-.9B2J. a l i a su 

r f f ^ ! ~ loMlil" cert, ienled. 105 3. Ct, 1171 (1985.1. 

U s. Steel: United States v. U.S. Steel Corp.. 251 U,S. 417 

rr920). 



APPENDIX B 

RSLATED APPLICATICiS 

1. Plnan.-̂ e Docket No. 30«00 (Sub-No, 1) 

upon -approval of the primary appllcat on f^<^,^"'1°'' 
consummation of the proposed t'-ansaction i t . Louis Southwestern 
Railway Company (SSV») would be merged Into -PT. Because :5iw .s 
cSrtroUed by SPT. this would be a transact on within s corporate 
f ^ l l i that is cohered by the class exempts, procedures at 49 
C.F.R, n80.2(d). 

The notice of exemption for the merger ^ f St. Louis 
Southwestern Railway Company and Southern Pacific Transportation 
Company. Is rejected. 

2. Finance Docket No. 'J400 (Sub-No. 2) 

SPSP seoks an exemption under 49 U.S.C. 1'505(a) from the 
p r i o r approval requ:.rements of 49 U.S.C. U3«3 for i t s 
acquisition of control of the Sunset Ral'-«*> 'P*^^ ,^5""""=' 
through the ownershr.p of a l l of Sunset's capita. stocK, At 
present. ATS? and each own 50J of Sunset's tock, upon 
consummation of the transaction proposed In '.he f;;l"«''y 
application. SPSP would acquire a l l of the properties of ATSF and 
SPT Including the stock of Sunset that each ho..is, TOe 
acquisition by SPSP of control of Sunset w i l l nor occur unless 
the primary transaction Is consummated. 

The p e t i t i o n seenlng an exemption for the acquisition of 
co n t r o l b y 'he Scuthern Pacific and Santa Pe Railway Company oi 
Sunset Rail*ay Company, is denied. 

3. Finance Docket No. 30400 (Sub-No, 3) 

SPSF seeks an exemption under 49 U,SC 10505(a) from the 
orlor approval requirements of U9 U,S.C. 113«3 for I t s 
acqulst??on of control of Central California Tr*^ 
(OCT) through the ownership of two-thirds ot CCT's stock. At 
oresent ATSP and SPT each own one-third of CCT's capital stock, 
ShUe the r-mal^lng one-third is owned by the Union Pacific 
Ra^^road Company (UP). Upon consummation of the transaction 
Sr^posed in the'.rlmary application P̂SP - " ^ t t o c r o ^ C C T t h i t 
the properties of ATSF and SPT. Including the stock of CCT that 
each holds, SPSP contemplates that UP would 
o a r t i c l p a t e In the management and operation cf t c r , ine 
acquisition by SPS? of control of CCT w i l l not occur unless the 
primary transaction Is consummated. 

The p e t i t i o n seeking an exemption for the acquisition of 
control by The Southern Pacific and Santa Pe Railway Lorapany of 
Central C a l i f o r n i a Traction Company. Is denied, 

u. Finance Docket No. 30400 (Sub-No, 4) 

SPSF seeks an exemption under 49 U.S.C. 10505(a) from the 
p r i o r approval requirements of '.9 U,S,C. 10903, et 2*3-. ^ ^ ^ ^ ^ f , 
aSando^ent of. and discontinuance of service over, various lines 
of ATSF and SPT, 

ATSP lines to be abandoned Include: 

1. That portion of the Second D i s t r i c t , Valley Dl-'islo"; 
between mllepost U66.9 at Maltby and Mllepost 1179.1 at 
C o l l i e r , CA (12.2 miles) 

2. That portion of the Second D i s t r i c t . Valley Division, 
between T.llepost lOOi.O at Hammond and mllepost 1007.0 
near Plgarden, CA (6.0 miles) 
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3 -hat portion of the Vlsalla D i s t r i c t , Valley Division, 
between mllepost 1,0 near Corcoran and mllepost 23.0 
.-.ear V i s a l i i . CA (22.0 miles) 

4 That portion, of the VUalla 'Jlstrlot. Valley Dlvlslo.i. 
between mllepost 26.0 near Vlsalla and mllepoat 36.0 
near Calgro. CA (10.0 alles) 

5 That portion of the Ma':agorda D i s t r i c t , Southern 
Ulvislon. between mllepost 1.0 near Sealy and mllepost 
16.0 nea- Eagle Lake. TX (15.0 miles) 

6 "^at portion of the Matagorda D i s t r i c t . Southern 
' Division, between mllepost 19.9 at Ray.ner Junction dnd 

.•nllepost 42.7 near Whartcn. TX (22,3 miles) 

SPT lines to be abandoned l.nclude: 

1 That portlcn of the CoaXlnga Branch, Bakerafleld 
Subdivision, San Joaquin Division, between mllepost 
240.0 at ao."<hen Junction and mllepost 251.5 *C rianrord, 
CA (11.5 mllea) 

3 The Rlversldrt Branch, Yuaa subdivision. Sar Joaquin 
Division, be'.ween mllepoat 538.9 at Coicon and mllepoat 
545.4 at Riverside. CA (6,5 miles) 

3 That portion of the Palacloa Branch, Victoria 
Subdivision, Houston Dlvlsioi.. between mllepost 2,0 near 
Wharton Junction and mllepost 35.0 near Bay elty. TX 
(33.0 miles) 

« That portion of the Oalveaton Subdivision. .Houston 
Division, between mllepost 46,8 .it Texas City and 
mllepoat 56.6 at 3alveston. TX (excluding tracka.<e over 
Oalveston Causeway between mllepoat 50.73 and 52.91} 
(7.6 miles) 

ATSP line over which service is to be discontinued: 

That portion of t.he Second Di s t r i c t . Valley Division, 
between mllepost 1124,4 near OlUls and T.llepost 1145.5 
near Oakley. CA (21,1 miles) 

The petition seeking exemption for the abandonment of. anJ 
discontinuance of service over, lines of Sô ^̂ J""-'"' 
transportation Company and T.he Atchison. Topeka and Santa Pe 
Railway Company in California and Texas, is denied. 

5, Finance Docket No, 30400 (Sub-No, 5) 

SPSF seeks authority under 49 U.S.C. 11103 for Joi'^f; f« °^ 
railroad track owned by Union Pacific ^^^P'^^ ̂  
extending between mllepost 3.1 at Hobart "̂-̂  "^^^n 'ngeles 
Ninth Street Junction, a distance of i.« miles, in ̂  " f * ^ " ' 
r i At oresent. SPT exercises trackage rights over this track 
Snde- a 19" agreement with UP. I f the primary transaction we-e 
ande. a i ^ ^ ^ j **„.,,mm«r.irt SPST's primary intermodal terminals in 
" " " X r n callfornr^w^r^d conslst'of ATIP'S Hobart Yard and SPT's 
L ^ K l e a TransJortTtion Center (LATC). The only practical 
rout^nf for SPSF train movements between Hobart Yard and uATC 
rout ng lor ̂ ror subject UP track between a new 
woulc Ihvolve [Finance Docket Vo, 30400 (Sub-No, 
^n"!- Hobart and Ninth Street Junction. The existing trackage 
r iht.' agrtenent between SPT and UP does not permit SPT to use 
c h f t'rac^age for these purposes. That Impediment would be 
revived b f approval of of the Joint use application. 

The aDDllcacion of The Southern Pacific and Santa Pe Railway 

?::?srd"kir;;;rn/Jn-.:.-.i;j:rJ.;-.i'î iUd!'"""" 
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6. Finance Docket No. 30400 (Sub-No. 6) 

SPSF seeks an exemption under 49 U.S.C, 10505(a) from the 
pr i o r approval requirements of 49 'r.S.C, 10901 for the 
construction of a connecting tra. .• .ween (1) trackage known as 
tha Third D i s t r i c t , Los Angeies Di/i.-;lon main l i n e of the ATSP. 
and (2) the San Pedro Branch of Union Pacific R«''road Company 
(UF) at Hobart, In Los Angelea. CA. TMs track ...nstructlcn 
would enable SPSP to Implement I t s plans f o r Joint use of UP's 
tracxage between Hobart and Ninth Street Junction to acoommcdace 
d i r e c t t r a i n movaments oetween ATSP's Hobart Yard and SPT's -os 
Angeles Tranaporcttlon Center (LATC). 

The p e t i t i o n seekl.ig execptlon for the construction by The 
Southern Pa-'lflc and Santa Fe Railway Company of connecting track 
In Los Angeles, CA, is denied. 

7. Pinarce Docket No. 30400 (Sub-No. 7) 

SPSP seeks authority under 49 U.S.C, 11301 to assume 
obligat i o n and l i a b i l i t y , as p r i n c i p a l or guarantor, with respect 
to the payment of p r i n c i p a l , premium. I n t e r e s t s , dividends, And 
other amounts due on ."ecurltles issued or guaranteed by the ATSP 
RnC SPT and t h e i r transportation subsidiaries. 

The application of The Southern Pacific and Sa.ita ?e Railway 
Company for authority to assume obligation and l i a b i l i t y , i s 
denied. 

8. Docket No. «C-P-i;628 

SPSP seeks authority under 49 U.S.C, 113'*3 to acquire 
control of Pacific .'lutor Trucking Company (PMT). Pacific Motor 
Transport Company (PMTC), and Louis Heller. Incorporated 
vHelier). through control of SPT. PMT and PMTC are wholly-owned 
.notor carrier subsidiaries of SPT; Heller Is a wholly-owned motor 
c a r r i e r subsidiary of PMT. SPT s direct control of PMT and PMTC 
and SPT'o Indirect con';rol of Heller by SPT would s h i f t from SPT 
to SPS? as a colla t e r a . Incident of the aonaummatlon of the 
primary transaction. 

The application of Southern Pacific and Santa Pe Railway 
Company for the acquisition of control of Pacific Motor Trucking 
Company, Pacific Motor Transport Company, and Louis Heller, 
Incorporated, Is denied. 

9. I.-. Finance Docket No. 30400 (Sub-No. 8) 

The application of Missourl-Kansas-Texaa Rairoad Company for 
trackage rights over the Southern Pacific Transportation Company 
between San Antonio and Corpus C h r i s t i , TX. is denied. 

10. In Finance Docket No, 30̂ *00 (Sub-No. 9) 

The application of Missouri-Kansas-Texas Railroad Company 
for acquisition of use of terminal f a c i l i t i e s of Missouri Pacific 
Railroad Company at Corpus C h r i s t i , TX. Is denieo. 

11. In Finance Docket No. 30400 (Sub-No. 10) 

The application of Missouri-Kansas-Texas Railroad Company 
for trackage rights over Southern Pacific Transportation Company 
between San Antonio and Eagle Pass, TX. is denied, 

12. In Finance Docket No. 30400 (Sub-No. 11) 

The application of Missouri-Kansas-Texas Railroad Company 
for trackage rights over St, Louis Southwestern Railway Company 
between Topeka and L i b e r a l , KS. Is denied. 

3 -
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13. In Finance Docket No. IQOOO (Sub-No. 12) 

The application of Missouri-Kansas-Texas Rallro*-1 Company 
for trackage r l i h t s over Southern Pacific Transportation Company 
between Houston and Texas City, TX, i s denied. 

14, In Finance Docket No. 30400 (Sub-No. 13) 

The applloanlon of hlssourl-Kansas-Texas Railroad Company 
for Trackage rights over Southern Pacific Transportation Company 
between Houston and Beaumont, TX i s denied. 

15, In Finance Docket No. 30^00 (Sub-No. 

The application of Missouri-Kansas-Texas Railroad Company 
f c r tracKage rights over The At chlson, Topeka and Santa Fe 
Railway Company between Dallas and Ward Spur, TX. Is denied. 

16. In Finance Docket No. 30«00 (Sub-No. 16) 

The application of Union Pacific Railroad Company and 
Missouri Pacific Railroad Company for trackage fl&hts (1) over 
Southern Pacific Tranaportatlon Company between £1 Paso, .X and 
Coiton. CA. and between points In C a l i f o r n i a ; over .he 
Atchison. Topeka and Santa Pe Railway Company between po.n.s i n 
C a l i f o r n i a : and (3) over Scuthern Pacific Transportation Cmpany 
and The Atchison. Topeka and Santa Fe Railway Company between CI-
Junction and Maltha. CA, ar.d between Martlnex and Antloch. CA. -s 
denied. 

IT. In Finance Docket No. 30400 (Sub-No. l8) 

The application of The Kansj^s City Southern Railway Company 
and Louisiana i Arkansas Railway Company for «''''=/'̂ 8eJlSht* o^er 
Southern Pacific Transportalton Company between Avondale and West 
Lake, [ A ; between Beaumont and Houston, TX; between Houston and 
Galveston, TX; and between Creenvllle and Fort Worth. .X. is 
denied. 

:8. Ir. Finance Docket No, 30400 (Sub-No, 19) 

^he application of T.he Texas Mexican Railway Coispany for 
cracKaae rights over Southern Pacific Transportation Company 
between Co^puaChrlstl and 3,.n Antonio, TX. Is denied. 

19. In Finance Docket No. 30400 (Sub-No, 20) 

"he application of The Denver and Rio Grande Western 
"all-oad CoT̂ pany for acquisition of, or trackage rights over. 
Soutf'ern Pacific Transportation Company lines between Ogden, JT 
ard Ktamath F a l l s , OP,Rosevllie. CA. and between points In 
IJeveda, C a l i f o r n i a , and Cregon, is denied. 
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APPENDIX C 

OPERATING PUN AND COST ANALYSIS 

The following discussion summarizes the majo" I'eatures of 
applicant's operating plan as presented in SPSP-4, v. 5-

More E f f i c i e n t Use o." Lines and F a c i l i t i e s 

Because of the consolidated syscem's a b i l i t y to reroute 
t r a f f i c over more e f f i c i e n t internal routes, applicants 
anticipated t r a i n mile and car ...lie .^eductions that v o u l i save 
approximately $57,6 m i l l i o n a year, through reduced fuel 
consumption and maintenance costs, labor saving, and .3ther 
means. This rerouting assertBdly would Improve exist ...ig 
schedules, enhance schedule r e l i a b i l i t y , and elirairate 
considerable c i r c u i t y . 

Reallocation of t r a f f i c moving over the ATSP and SPT lines 
through southern C a l i f o r n i a , Arizona, and New Mexico would create 
p a r t i c u l a r e f f i c i e n c i e s . T r a f f i c moving between Los .Angeles, CA. 
and Houaton. TX. would use the shorter SPT .-oute, wnlch 
represents a reduction of nearly 150 miles for t r a f f i c formerly 
moving over ATSP's route between these points, Slmllarl;/, 
t r a f f i c moving between northern California and Dallas/Fort Worth, 
TX. Pine B l u f f , AH, and Memphis. TN, would use the ATSP lin e 
between Mo'ave, CA. and Dallas/Ft. Worth, thereby saving ..resent 
SPT t r a f f i c about 250 miles. The SPT single track Sunse'. Route 
now carries a great number of trains and is approaching 
capacity. To permit competitive scheduling and en.hance 
r e l i a b i l i t y on '•hat l i n e , some existing t r a f f i c would oe shifted 
to ATSP's l i n e , consisting mainly of double track. 

Applicants also planned to reallocate t r a f f i c moving between 
C a l i f o r n i a and the Midwest. Time-sensitive t r a f f i c (including 
TOFC/COPC t r a i n s i would be concentrated on the current higher 
performance ATSP route between Los Angeles and Kan-ias City. This 
would permit much manifest t r f f f i c to be rerouted on the present 
SPT-SSW lin e between Vaughn. NM, and Hutchinson. KS, where i t 
would r:ot I n t e r f e r e with the trains carrying time-seiisltlve 
f .-eight . 

Rerouting of t r a f f i c within California was also planned. 
Several routes In the Fresno, CA, area, would be consolidated, 
wit h construction of new connections an;l upgrading of an existing 
one. In p a r t i c u l a r , t h i s would permit axl trains to be moved 
over SPT's l i n e through Fresno rat.her than over the AT?? l i n e , 
which crosses and l i e s in the center of numerous c i t y streets. 
Between Fresno and Sakersfield, the p a r a l l e l ATSP and SPT lines 
would be used mterchfingeably. depending on t r a f f i c flow patterns 
and other conditions, thereby increasing f l e x i b i l i t y and reducing 
ope-at^ng costs. Although ATSF and SPT have p a r a l l e l llnea 
bet-ween Preano and the Say area, a l l trains between these points ̂  
would use SPT trackage, Including the Mococo lin e batween Tracy 
and Martinez. The ATSP lin e north of Fresno would te used on^y 
as far as Stockton, for trains moving to or from the Sacramento/ 
Rosevllie area, with SPT truckage to be used between that area 
and Stockton, This rerouting would enable SPSP to discontinue 
running Bay area f r e i g h t trains over ATSP's high maintenance l i n e 
between Stockton and Pittsourg throug^. the San J^^aquln River 
Del*-*. Construction of sidings and cnnectlons. as wexi as other 
improvements, would be made .̂n the Si-T l i n e b'.-tw-en Martinez and 
Lathrop to permit higher operating speeds for Bay area t r a i n s . 

Because applicants lnt»nded, through rerouting, to increase 
movements through Dallas of t r a f f i c between norchsrn C a l i f o r n i a 
ar.d Pine B l u f f and points beyond, they Plan.ied several^ 
adjustments co Improve service In and around Dallas, .-o ATSf 
f a ^ ' M t l e s were to be downgraded and ased for storage and ioca. 
,erClce support, with carload and TOPC t r a f f i c of both merging 
railroads to be consolidated at SPT's M i l l e r Yard, which was to 
hZ ..xoanded and Improved. This would permit more frequent 
Sisoa?ch of t r a f f i c , A connection at Wylle. TX, between the ATSP 
Dallas-Paris l i n e and the SSW Fort Worth-Mt. Pleasant line would 
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... shorter route for trains moving between Dallas 
provide a slightly -^„%he S.SW line (such as Memphis 

T fnr the S'W Wylle-Mt. Pleasant line (known as the "C' 
S-tn^M I I were extensions of siding on the present ATSF line 
betw^e^srowrwood â d Farwell/Texico't TX (on the New Mexico 
border). 

Construction relating to consolLiatlon of the Fresno-Bakers-
f l e l d routes'anrtridded'capacity on the ? 

*n 6 and 433.2 n l l l l o n . respectively. The Dallas 
related Une and terminal construction and rehabilitation would 

ril i ! : n % 1 9 8 2 dollars) in - P ^ ^ j ^ . - ^ ^ - r m r P an!' ^ese are the 

pn t^uc L projects were^^ 

;:uir;rq:ire^uprra/ing to%ccoLodate an increase in the number 
and size of trains. 

River Delta, discussed above. 

Several aba.^donments. tota l l i n g approximately ^jj^ ^^^^ "̂ 
California and Texa., were 5̂ '"--'̂  ". n ^ lo'^^er'genrrate 
? " ' ? ' r = ? f , c " ' ' ' n T a U f r r r i a r ^ ATSF'l!ne"Lt?e^^^ and 
local t r a f f i c . -n ̂ a*i'-°'̂ ''t** ~ „tth t r a f f i c rerouted 

line through Fresno was to be ^ ^ - ^ f ^ ^ ^ " Jn the 3̂ n ̂ iaquin 
permitting ^/^^^^%^;eka« b;tween Corcoran an̂ . 
'/alley, abandonments of ATSi* tracxage trackace 
TuUre and between Vlsalla Calgro and of SPT trackag^ ^̂ ^̂ ^ 

abandoned, again, with ^er/ice iruu between 
to be available to those favor of generally 
Wharton and Bay City - ^ ^ ' ^ ^ ^ ^ ^ ^ l ^ ^ ^ n i n e between T^xas City 
^ ^ e ^ wir^o^be . l l T ^ Y n l C l i t l l l v . service at Galveston 
provided by the existing ATSP line. 

• -rf rh» m»i-oer to produce efficiencies in 
Applicants " P ^ ^ ^ f ̂ J?* redaction of l8 local freight 

system >--̂ \̂̂ *̂̂ ,/°̂ i',„̂ ''3hlfts per day on a systemwlde basis, 
^ . r i s ' ^ i l d create abSft"»2? 3 mllLon a year in operating 

savings. 
Changes at Common Points 

?̂'-̂ i?!ĉ t̂ons°"at"̂ Ŝ :rous'̂ ô:̂ :n\fcrt!:nŝ ^̂ ^̂ ^ tne 
? t ; r c r ; r e r . con.dicf operations, C.an.es at Dallas and related 

. points hive already been discussed. 

r.f SP-̂ 's existing interiTodai. f a c i l i t y in West 
^ ' ot'*'.d'Lent t i t.he Port of Oakland, would be more than 

S^ubl'ed: ' T A I : iout^enable'lt to absorb t r a f f i c now moving 
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through ATSP's Richmond Intermodal te.-r . the location of 
which necessitates an expensive over-the-r< iJ driyage of 
s i g n i f i c a n t volu.-nes of port t r a f f i c . Co..3'-.ilddc'.ng a l l t r a f f i c 
in one terminal would not only reduce iruch vf th.s expense but 
.fould simplli'v t r a i n r.ake-up and breik-up, r-idc^.'.ng delay, and 
.mproving tran.slt: times and frequency of dispatch. The merged 
system would us? both SPT's classlficat-lon yard and I t s TOFC/COFC 
f,'.duties at Oakland, and the Richmond Intermoda., f a c i l i t y would 
be closed except for storage. Both railroads havt- switching 
ya-ds at Richmond; tne SPT yard would be close<! except for 
storage, while the ATSP y i r d would be used to serve Richmond area 
I n d i s t r i e s . Other Bay area modifications include .<ervlce of San 
Prar Cisco shippers from SPT's Mission Bay Yard, with AT.SP 
abanlonlng tne tug anu barge service I t laes to prcvlde such 
service, and new connections at Pittsburg -uid Stockton to permit 
more s f f i o i e n t t r t i n raove.^ents. 

At Los Angeles c r a f f i ( ' would bo more e f f i c i e n t l y 
d.'.stributed anong the aevertl ;TSP and SPT f a c i l i t i e s . Th» 
Operating Plan contemplated o-.nc.in'-racing container operations at 
a f a c i l i t y SPT i s now developing a- Delores, near Lorg .S'-ach and 
Loa Angeies harbors. Certain trains would depart dlractay 'rom 
Delor-js, while others would operate t.arough connect lens between 
Dolores and other area f a c i l i t i e s . Use of SPT's oont4ln.?r 
f a c i l i t y i t Valla would be discontinued. The e x i j - i n g terminals 
of ATSF at Hobart and SPT at Lo« Angeles Transportavl.^ii Center 
(LATC) would be dedicated to s t s c i f i o TCPC t r a f f i c f l .«£ . •^iztl 
the r- rmer har.Jllna t r a i n s to -ad from Chicago, Kansas C' t y , East 
St. Loul.'? .X.-U present ATSP trar.scontinental route point;, and the 
l a t t e r hanciJl.-ig t r a i n s to and from west coast locations ani such 
eaa'.-rn locations as Nev Orleans, Memphis, Houston, and DailiS. 
Por conventional t r a f f i c , the De'.or*- yard would handle Inbound 
t r a f f l " and the ATSP Watson yaro oujound t r a f f i c . SPT'i hump 
yard at Taylor would be tne main yard .<;erving central Los 
Angeles, with the ATSP Hobart yard ..sel as a s a t e l l i t e lo.-al yard 
to serve adjacent I n d u s t r i a l areas. Tnrougn manlfe.'t t r a i n s 
would ar r i v e and depart Taylor yard. Connections and operations 
batween the various yards would be construot-ed and laalntalued. 
These change' would have f u l l y accomB:)dated ex.'-ting t r a f f i c 
levels and growth In t r a f f i c , as well as improved c.-^tlcal 
service aspects su'-n as cut o f f and departure times. 

In the San Joaquin Valley, SPT's c l a s s i f i c a t i o n yard at^ 
Fresno would be used for boxcar/manifest t r a f f i c , while ATSP's 
tfOPO f a c i l i t y at Calwa would be the single Inceraodai f a c i l i t y 
serving Fresno. At Bikers("ield, the present ATSP ciaaslfl-.ati.on 
j h p i and TOPC f a c l l i t l e a wcild be used by the merged r a i l r o a d . 
Kith the SPT l i n e retalaed for storage purposes. 

Significant changes would occur In the rolea of • A T S F 
cl a s s l f l c a c l o n yard i t Barstow, CA, and the SFT cliiSsi.rici.tion 
yard further south at West Calton. Barstow would be us* 
primarily as a northern CallfornlA serving yard, switch!.ig 
c a f f l c between eastern polnta an^ points i n Oregon and northern 

"and central C a l i f o r n i a (alt.hough certain t r a f f i c , especially 
eastbound TOFC t r a f f i c , would bypass Barstow). West Colton_would 
be the prime serving yard to and from a l l locations in the v.os 
Angeles basin and on the southern half of the Ca l i f o r n i a coaac. 
wit-h v'ltbound t r a f f i c collected there for c l a s s i f i c a t i o n In 
ef.stward *nd northward t r a l r s , ard Inbound t r a f f i c srom eaater-, 
pomts generally bypassing Barstow a.id moving d i r e c t l y ' i TU.-r 
locax yards or t i West Coiton for -classification, ' i - ps.-w.-.'. 
' • • l i e * uae of the West Coiton yard, connections wou.lu b*. bu' c to 
the ATSP l i n e se/vlng points in the Los Angeles ar:a. 

At Vau«h'i, NM, where the SSW Tucumcarl l i n e lntersec-!> 
ATSP's t-a.iii^ontlnental route, connections would ue upgrided and 
constructed to permit d i r e c t movements from ine llr.e to the 
other Simlla- connections would be b u i l t where ATSP and oPT/SSW 
lines'I'ltersect at Hutchinson. KS, and Kountze, TX, P a c l l i t l e s 
would also consolidated at Phoenix, Kansas City, El Paso, Fort 
Worth, Beaumont, Houston, OalveRCou. and other Texas points. At 
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some of these .:offlmon points, one carrier's >ard would be employed 
while th* other's is shut down or assigned to storage purposes. 
At other points, t r a f f i c would be reallocated between tne 
respective carriers' f a c l l i c l a a . 

The operating plan contemplated t.ie addition of 22 .-nanlfest 
trains throughout the nerved system. 14 of then operating In both 
directions, four eaatbound. and four westbound. The 
consolidation of tha two railroads would have permitted such new 
train operations aa those between Barstow and Lafayecte/Ncw 
Orleans, Barstow/Uest Coiton and Pine Bluff, and El Paao and 
Amarlllo. An eaatbound manifest train from Eugene. OR. to Kansas 
City, with t r a f f i c destine." for St. Louis. Chicago, and other 
eastern oonnectlons, would be operated without swltshl.ig In 
southern California. Trains operating between Eugene and Barstow 
wouldpermlt Pacific Northwest t r a f f i c to '5e short-routed to the 
eaat and southeast, and to take advantage of frequent eastward 
schedules out of Barstow, Also planned were blocks from West 
Coiton to the Conrail connections at Streator. IL. and a 
run-thPous.h train from Pine Bluff to the Southern Railway at 
Memphis. 

Tan new and rescheduled TOPC and perishables trains would be 
operated to accocunodate the expanding VOIUBC of this freight 
generated through coordination. These Include TOPC trains In 
each direction between Oakland and Pint- 31uff/Menphls over 
Dallas, and between Oakland and Houston New Orleans. Also, an 
eastbourd perishables train would operate from the Salinas Valley 
(or the Imperial Valley, dependl.ng on thA season) to Chicago, 

Twenty trains now op«rated by the Individual railroads would 
be modified, by either shortening. *:"ending, or altering their 
routes. Thirty existing trklz.a operatl.ng over th* llnea of the 
two systems, in addition to eight division trains, would be 
discontinued, with tnelr t r a f f i c to be handled by the new and 
replacement trains. The structure of local listributlon and 
gathering services on the merged railroad would not change 
materially from the service now provided, but applicants specify 
t̂-.e areas • ^ • r * consolidation of local train cparatlon In 
coramonly sarved aru«s would b* effected to inc.-ease efficiency. 
Applicants also projected tra f f i c densities over individual line 
seg.Tients to demonstrate the Impact of charge re.iulting from 
coordinated us* of th* Individual railroads' routes, 

Th* blending of the ATSP and SPT tra f f i c bases provides a 
mor^ balanced mix of t r a f f i c . TOPC/COPC traf f i c Accounts for 53 
percent of ATSP's t r a f f i c , but only 32 percent of SPT's, In 
contrast. It will account for 43 p*rc*n! of the me-gsd system's 
t r a f f i c (42.9^percent if the t r a f f i c nix is augmented by r a i l and 
truck diversions I. Slmllarlly manifest traffic accounts for 58 
percent of !PT's present t r a f f i c , but only 37 percent of ATSF's. 
while I t would comprise 47.1 percent of the merged system's 
percent I f diversions were considered). 

Equipment Utilization 

The car ju.d locomotive fleets of Both railroads w.iuld he 
combined into a single fleet, with one set of reporting marks. 
Common aanageroenr and a unified equipment distribution system 
would enaole the msrged system's car distribution staff to 
allocate this e, ipment freely across the operating map. To 
quantify these ^-neflts, applicants performed a study of each 
carrier's eqL-.lpjr.eiit usage patterns, equipment distribution 
system, and use of special equipment types, plus the proposed 
Operating Plan to determine how a-i ATSP-SPT .nerger wouid siffect 
equlpiT'.nt u t i l i s a t i o n . The stud; indicated equipment utilization 
ben'.'its in four oroad areas: 

(1) Peak Use Balancing - Matching one railroad's peak demand 
periods with the other's non-peak periods would produce an 
agsnegate demand less than the sum of ATSP's and SPT's individual 
peak demands. Therefore, a merger of ATSP and SPT would be 
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expected i e time-dlstrlbuted peaks, and to result tn a 
more constant level of demand and a more b.ilanced ^ear-round 
level of equipment use. This smoothing of car demand peaks 
purportedly would have allowed the merged ca r r i e r to handle i t s 
1982 t r a f f i c in 2.63*» fewer cars, with a replacement cost of 
$141.0 m i l l i o n . 

(2) Network Improvements - Through .» combination of shorter 
routes, faster, more frequent t r a i n schedules, and fewer 
tl.Tie-consumlng terminal handlings, an Improved networw would 
achieve measurable savings in o a r - r l i e s . reduced termlrial time, 
and reduced car hours on faster '•"airs using shorter routes. The 
locomotive f l e e t would be expected to reduce I t s mllfage and 
t r a i n hours. An estimated reduction of 1.6 percent In loaded and 
empty car-mlies on the merged system would contribute to lowered 
operating costs and equipment rentals. An average gain In car 
velocity of about 1 percent was anticipated, and tots' -kr 
handlings would decrease by about 1.2 percent o v e : i l l . 
Improved system network would reduce system car nef><b by 7.5 
cars, at a replacement coat savings of »37.5 m i l i l - ; ^ . The** 
Improvements wouid have enabled a merged £•stem to handle 
1983 t r a f f i c with 123 ftwer locomotives, at. i savings ~>i $'>9 2 
m i l l i o n . 

3) Car D i s t r i b u t i o n Improvement - Empl.-'yment of 
ent f l e e t and i t s .-^en*ral management would help 

« coiBbl"e.l 
equipment f l e e t and i t s .-en'rai management wouia neip tc acrieve 
maximum use of resources through reduced jmpty mileage, 
elimination of cross .laula. Improved car clspar,>:hlng. better 
controls and increased likel i h o o d of havinj proper equipment ci. 
hand when demanded. These improvements in efficiency in managing 
oar d i s t r i b u t i o n would hBv-« enabled a merged system to ha.ndle i t s 
1983 t r a f f i c with 26b few-r cars. wl*h corresponding replaceraerit 
cost savings of $15.0 a l l l l o r . . 

(a1 Special Situations - Equipment use «rrai.gements not 
otherwise possible In a competitive envlronmert wou^d assist the 
merged system in Improving u t i l i z a t i o n . Ther- situations Include 
use of otherwise id l e or bad ordered equlpmer.-, changes In pool 
assignments, and more eff e c t i v e use of special equipment. With 
respect to several d i f f e r e n t types of equlpraejt. one carrier's 
excess oars could compensate for the other carrier's deficiency 
In them; these Include a l r - s l l d e covered hoppers, woodchlp cars, 
' l a t cars equipped for pipe loading, automotive parts box cars, 
and chain tie-down equipped f l a t cars. Applic:aT:s calculate the 
saved rental payments ar.d avoided Investment cost a t t r i b u t a b l e to 
combination of t h e i r car f l e e t s In these areas. In addition, the 
com'jined system could achieve better equipment u t i i i z a c i o n 
through the a b i l i t y of each c a r r i e r to complement t^e other's 
Imbalance in m u l t l - i e v e l auto and TOFC racvements. This 
coordinated management would produce efficiencies equivalent to 
1,262 r a i l cars and S09 t r a i l e r s , worth about $67.4 m i l l i o n In 
replacement costs. 

The overall results of applloams' analysis of maximum 
equipment u t l U c a t l o n i-- .summarized In the 'hart below: 

Eijl'IVALENT CAPITAL CO.. 
millions) ~ 

z • ->̂ 'iS (1982 d o l l a r s , stated i n 

SOURCE 
riAIL CARS 

•mrjE 
LOCOMOTIVES 
uNITS VAL'JE 

TRAILERS TOTAL 
TO 

Peak Use Balar.clns 2.63'* 
Network Results 715 
Car D i s t r i b u t i o n 268 
Special Studies 
TOPC 
Mult i l e v e l 100 
Other 9'»6 

$141,0 $141.0 
37,5 Û S $99.? — — 136.7 
15.0 15.0 

12.3 — — 509 $4.0 16.3 
. i . l 8,1 

43.0 — «3.0 

TOTAL 4.879 $256,9 

- 5 -
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Applicants' studies (SFSP-13. Statement No. 5 at 25-40) 
indicate that the merged c a r r i e r could have handled the t r a f f i c 

a*" 3"̂ '̂ i'P̂ '-i°'i -1th a 3.7 percent smaller car f l e e t 
fnHi J smaller locomot've f l e e t than those used by the 

n r^r^i^° ^ ^ r * " * "^" ' '^ 52 m i l l i o n miles a year, or about 
64 min?nn *™P'̂ y r-""- ™li" "^f-e predicted to decrease about 

Ti i annually, or about 4.1 percent. Total car miles 
i T e n t i r t l ^ T n ' r ^ ' T ] ^ - '"^ P^^'^^^'t. and specific coordination 
i d e n t i f i e d In the studies would reduce costs by $538,875 a year. 

Avoided Capital Expenditures 

indicated above, SFSP contended that e f f i c i e n c i e s to be 
derived from combining the two railroads' eoulpmenc fl e e t s would 
avoid the expenditure of over $360 m i l l i o n on equipment 
acquisition. The consolidation would also obviate capital 
improvements to 'sch carrie r ' s operating f a c i l i t i e s . The 
s h i f t i n g of t r a i f l c from SPT's.Sunset Route to ATSP's line 
between Barstjw, CA, and Vsughn, NM, asse-tedly would permit SP" 
to save $.4^ m i u i o n designated for four projects inte.^ded to ' 
increase ... i sapaclty oetween sout.hern CalifornU and Kansas 
o l t y . Oxer 100 ATSP projects, costing $89.1 n l l l l o n . would be 
render*, unnecessary. In addit i o n , certain mechanical 
engineering, and communications c s p l t a l expenditures would be 
avoid •̂ d. 

The following table summarizes the avoided capital 
expenditures that result from the operating plan and operatlng-
r-ilated coordinations, f t> 

Avoided Operating-Related Capital Expenditures 
^millions of dollars) 

Avoided Equipment Acquisitions 360.0 

Avoided SPT Operating Projects 142,0 

Avoided ATSP Operating Projects 89.1 

Avoided Mechanical Projects 63.6 

Avoided Engineering Projects 7.9 

Avoided Communications Projects 5.2 

TOTAL 667.S 

The Operating Plan would transfer a substantial volume of 
t r a f f i c between Los Angeles and Kansas City away from the Ŝ T 
single-track route to ATSF's double-track rouce, Aa a result 
'̂ om,™"***'̂  oallroad would not need the additional capacity on' 
oPT s route and wouid avoid a c a p i t a l expenditure of $142 m i l l i o n 
SPT had planned for i t s route. Applicants recognized over 100 
operatlons-reldted capital projects that could be averted as a 
result of consolidation, plus the avoidance of tangible capitpl 
expenditures in the mechanical and engineering areas. In a l l of 
these categories, a t o t a l .-apital savings of approximately $308 
m i l l i o n is projected. j " 

These non-recurring savings, added to the avoided c a p i t a l 
expenditures of $360 m i l l i o n , comprise a t o t a l projected oapltal 
savl.-ga of approximately $668 m i l l i o n , which, offset by the 
estimated capital expenditures of $i46.7 m i l l i o n to implement 
coordinatioii plans, amounts to net cap i t a l expenditures avolled 
of approximately $521 m i l l i o n . 

- 6 
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Enslneerinjt and Meehan.cal .-onsclldations 

In addition to the one-tl.ie savings due to avoided =aP"fl 
expenditures indicated on th« chart aoove. the merger would a.so 
result m certain recurring aavl.igs in these areas. 
Consolidation of engineering ••-hctlohs t ^ P f " t ^ '"̂^ 
mm ton a vear. These savings would be derived from r a i * weeding 
^oordlLtirna: chS^L in t i t treatment anc unlcadl.ag P«=^l-». 
imDroveraent in oallast procureme.it practices, closure of two 
i«?r?Inance and repair shops, reduced machine ownership, and 
chinles"n vegetation control practices. Capital expenditures of 
$6 9 mi:.Uon would be incurred to permit realization of these 
savings. 

consolidation of mechanical f " " - * 
rtcu r r l r g savings of $11.2 million '^e'-act'ons to 
an average of $12.8 million each year thereafter. The actions to 
be tiken to produce these savings Include reorganizationjr 
cor;!ude.tloh of heavy ard light locomotive maintenance and car 
- L a i r ."-.actions. Estimated oapltal expenditures of $«l.a 
mtltlon over 3 years would be undertak-.-n to permit achievement of 
these savings. 

Passenger Servi.-e 

•"wo aspects of the Operating Plan would jreate changes In 

^ ^ ^ l e ^ ^ l ^ ^ ^ ^ ^etw-n 

Stockton and PorfChicago, leaving Amtrak the sole user of the 
fine ApKcants suggeft;d that AmtraK acquire the line or move 
onto t.he upgraded Mococo line. Second, the rerouti.ng of a l l 
trains throug.^ Fresno on the SPT line would necessitate 
relo-ation of Amtrak's Fresno passenger station. 

Phasing of Benefits 

The tr a f ' i c study (SPSP-4, Vol. 5 at 

iL^hreliilT/eTr.-'-A'^lll^^^^^^^^ 
end of the tniro year. "J. •KI^* /a«r Y*ar 4 would be 
coordinated fully at the close of the third year. Year 
the f i r s t routine year of the merged system. 

COST ANALYSIS .IP OPERATING PLAN 
Applicants' Evidence 

ADD-icants' SuBnary of Benefits .3FSP-4A at 27) includes 
sav'-is -rem t r a f f i r r e r o u t e d i n t e r n a l l i over the merged »>3tem 
is as t.h; net of revenues obtained -̂rom new t r a f f i c diverted 
*rom o^her railroads and motor carriers.1' To measure such 
benefits applicants obtained the service unit costs and total 
expenses' for t.hls t r a f f i c frcm an application of ^^le . 
methodology of Rail Form A ^Stat.ment lF:-'3. --̂ ormula For Jse .n 
Determining Rail Freight Service .oats), 

using the study year 1982 as an evidentiary base applicants 
-ntered the statistical and expense data for ATSF. sPT and SPT s 
T̂W n̂'o a computerized Rail Form A program ana produced a 
cons^Udated Rail Form A result. Individual carrier results -ere 
also obtained from the cost formula. 

An adjustment was made to the basic Rail Form A unit cos-s 
so exclude the element of return. This was dot.e because the -ost 
of capital IS not considered to be an ope atlng expense and t i e 
intent o? applicants waa to provide data that property appear. In 

1/ 4, Stated m our earlier discussion of Public Benefits, we do 
not t r f a f revenues from diverted^trafflc aa pub.lc benefits. 
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What w ^ r o n r ^ f ^ ' ^ L ^ " ! " ^ ••̂ •a>le to provide f , r 
I n t ^ r t r L n / l n r ^ t T a l M i ! ^ ^ [ ^ E ^ f r e q u e ' n c y " ? 
methods c a l l f o r th i s a c t l v - v to r^S" ^ ° " ^ « ^ " ° " a l costing 
rout ine system L a f f t c Jpp^loInts ' Z . n i H ' t 
provided more -ea l l s t i -^ m i i f . „ ^ ^eaned toward studies that 
merging o a r r 1 e ; : ? ' b : t ^ u n ' d e r f n d ^ l L ^ n ' ^ ' o f ' 1 ^ " : " ' " ' ^ 
f o r d l v e r t l b l e t r a f f ' c 3 i t i . « r i ^ I , . ST lnt*-rnai reroutes and 

o^t^^-stu^^:- ii.^::^lti^^^^ ^ 
procedure as occurring .-oughL*ev"y s " i ^ i ^ ^ . 

< a n s a 1 ' c i t . 1 t ' ' ' T " " ^ ' ^" P a t t e r n s ^ s u l i n f f r r n s lw's 
a g r ^ m e n t ' t r S - t n r D H o i : ' " ' ' ^ ' ' ' ' ' ' ' ' ' '"'^ ^^^^''^^ a o l f c U a t l o n " ' 

designed t o * ' l d e n t r f y ' ? L " r a f ' f c ' ' ' h l t ' w ' =°"»"ltant 
nierged system rendered Ihese -esultt: " ^ t ^ ' 

Dl v e r t l b l e Shipments 

I to 5 carloads per shlppent 

6 to ̂ 9 carloads per .'hlpment 

'*9 or more carloads per shipment 

Source: SPSP-12. Statement No, 11 at 6. 

39.256 

409 

± 
39.666 

found ap^ro^Ute'bv t ? / ' " * f " ? " " " ^ ^ ^ P l ' adjustments 
<*). Invest °«It*on ,-^'"^i;^ 1" Parte No. 270 (Sub No. 
m o d l M i g ;5t c'nlnf c i ' ' ' < ; r . n 7 f ' Str, ot„r. - Coal, for 
the thref =a ;gor^e; ^f-^M'^meTts^'*' applicable to each of 

,hirv,:^''* " ' ^ f ^ - ^ for f r e i g h t car equipment were used in t.he 
shipment costing procedure Data r^n ..... Z 
car groups used <n RaTi 7 "̂ 'P* correspond to 
f i l e s °odevff or, * 1 ° ™ summarlzea from Industry 
^ach -^ouo t average tare weight ar.d car rental rate f o r 
tare we?-n; f-V^ ^"^J^ary results rep. esent a national aver,*ge 
tare wele,nt figure for eact: type of both private and 
m";e::nt;?""'' f a c i l i t a t e d the L s t l n ^ o f t h e diverted 

Rftlos for tne frequency cf emyty return of railroad-owned 
and private oars were developed from Annual .Reports ( R-" so that 
the data could be applied In the cost study. In some cases a 
consolidation of data for railroad-owned and private equ?n'r% 

m?>s 'or'ssw-,"r"' ' '"^^^ loaded'and e'pty 
..ar mUes or SSW's oorslcana route to i t s Tucumcarl route is on. 
example of the Int e r n a l reroute benefits available In the rae?«ed 
company. Internal rerouting of t r a f f i c and the Improved ^ 
S t ! d ? l / o r r * " ' 't''^'-*?ly affects the empty return r a t i o s , 
otudles of Improved equipment use i d e n t i f i e d ar-as where i t PO..IH 
be maximized and -here empty cross hauls couli be eliminated 
A l l c.f these factors were taken into account adjust the emctv 
return ratios of the combl.ned companies and :.-.leot the t i g h t e r 
controls of a merged system, cigncer 

- 8 -



Finance Docket No, 30400. et dl. 
Appendix C cont'd 

198j Operatinf!; Changes 

While 1982 expense and revenue sridles were used as a base 
year, the same data were employed for a special study to chart 
the effect of two important operating changes experienced by SPT 
and SSW effective January 1, 1983. On that date the SSW 
commenced operations over Missouri Pacific tracks between Kansas 
City and St. Louis, At the same time the SPT trackage 
solicitation agrea.-nent with the DROW permitted a shift In routing 
from the Oolden State route via Tucumcarl to the Overland route 
via Cgden on t r a f f i c destined for Chicago. The f i r s t arrangement 
allowed a shift in t r a f f i c from the Corslcana. TX. route to the 
3olden State route. Subatantlal expense reductions result due to 
a shortening of the El Paso to St. Louis corridor by HQO alles. 
Applicants' study calculated the jperatlng Impact of both these 
changes. The combination of the two t r a f f i c shifts Indicated 
reductions In revenues of $26.1 n l l l l o n and reductions In 
expenses of $43.7 million, wit.n the bulk attributable to the 
switch :'.-ota the Corslcana route to t.he Tucumcarl route. However, 
the net ^alns from these Changes have not b*en Included aa a 
benefit the merger. 

Internal Reroutes 

To deterislne tha reduction in expenses resultint, from 
internal rerouting of t r a f f i c over the merjjed system, applicants 
had a consultant perform a statlstlv-al survey to develop specific 
data on route changes. SP3P-12, Statement No, 11 at 11. This 
Information was used to develop costs based on changes In train 
miles, locomotive miles, gross ton-miles and loaded and empty car 
•nlles. In the process, appiicanta diverged from the conventional 
method of determining intertraln/Intratraln switching savings. 
To avoid double counting of savings in this area, appllcd.nta 
removed a i l cost savings associated with the 141 switching 
function, except for the oar hire or car costs related to 
intermediate handlings, and substituted for that the coat savings 
associated with the reduction in yird engine assigrifflents 
e.ivlsloned in the Operating Plan. 

In measuring the change upon freight train :ar costs as a 
result of Internal reroutes, applicants applied an adjustment to 
the private car rental data. The adjustments provide for use of 
the actual 1982 payments per loaded car alle for tank cars, 
covered hopper inc. •sfrigerated oars, and the actual payment per 
•nile and per day for t.he TOPC/CCPC f'.atcars. To determine 
expense differences f.'cm the train car days and miles of the 
rerouted t r a f f i c on the balance of the r s l l equipment, applicant 
used actual average oar hire rates by types of car as shown in 
the national car fleet index. The same procedure was used in the 
oostlig cf t r a f f i c diverted from trucks and other r a i l carriers. 

Charges in car railes by car type were produced by the 
Operating Plan and represent actual route car miles. Where the 
Operating P .an falJed to develop the appropriate car days for the 
rerouted tr&i'fic, the time elements were based upon Rail Form A 
perforr.arce statistics wltn an average of 655 TSiles used for a 
oar day. The conventional Rail Form A time elements were used 
for originating, terminating. Interchange and 
intertrain/Intracram functions. 

Internally rerouted t r a f f i c over the merged system would 
have resulted in reductions of $47.2 million in ope.^atlnfe expense 
and of $10,5 million in car rents. Applicants employed unit 
costs derived from their combined Rail Form A results to measure 
those savings. 

Traffic diversions from trucks and other railroads involve 
additional expenses as well as revenues. Diverted t r a f f i c 
Includes extended r a i l h-..l3 on previously handled t r a f f i c as 
well as new t r a f f i c attracted to the :iierged system, SPSP used a 
computer application of Rail Perm A to cost the r a l l - t o - r a l l 

- 9 -
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diverted t r a f f i c . The costing program combined the diverted 
t r a f f i c details with the input data (unit costs, tare weights 
empty return ratios) provided cy the ATSP and SPT. Rail ' 
diversion data were then furnished to the t r a f f i c consultant f i r m 
for inclusion in the Operating Model to determine pre- and 
post-merger routes and ir.Ues, I d , at 14, Applicants performed a 
separate tr u c k - t o - r a l 1 diversion study, which estimated 
diversions by volume in specific t r a f f i c corridors, SPSP-̂ 4 
Statement No, 7 at 2, 'Unit costs from the r a i l forrrula ' ' 
app.icatlon were used to develop variable operating expenses f o r 
these diverted movements. 

Reduced expenses from Improved oar d i s t r i b u t i o n 
opportunities were concluded by applicants to be an element 
contributing to the o v e r a l l economic benefits of merger 
SPSP-12, Statement No, 11 at 15. Savings in operating costs and 
car hire would be realized with Improved freight car d i s t r i b u t i o n 
primarily through reductions In empty miles. The operational 
savings available from Improved equipment u t i l i z a t i o n Include-
(1) reduction in empty car miles for 100 multi-l e v e l auto -ack 
cars; (2) reduction of empty TOFC t r a i l e r movements eliminating 
empty t r a i l e r miles, together with t.he f l a t car movements 
necessary to handle those t r a i l e r s ; (3) elimination of cross haul 
of empty cars; (4) reduced equipment rents on specialized cars 
where seasonal needs were previously s a t i s f i e d through renta'' 
(per diem) of foreign oars; (5) reduced TOPC inventory needs; and 
b) reduced repair expense through lowered requirement of frel,;ht 

cars, 

In addition to the v&rlaale expense savings attainable 
through Improved car movement rnanagement, sopHcants' study 
Indicates value of equipment savings as well. The merged 
railroad could have handled i t s 1982 business In 4,879 fewer 
fre i g h t cars, 509 fewer t r a i l e r s and 123 fewer locomotives which 
have a combined replacement value of $360.1 m i l l i o n . 

The summary of savings calculated in applicants' cost-
studies, as part of the t o t a l pro forma statement of economic 
benefits, is contained In the following table. 

Rall-to-Rail Diversion Study 

Increased Revenues $221,222,000 

Increased Expenses 155. 32".OOP 

Net of Revenue Gain $ 65.895.000 

Truck-to-flall Diversion St-dy 

Increased Revenues $ 15.354,000 

Increased Expenses 37«839,OOP 

Net Revenie Ga'.n $ 7,515,000 

Ya. : ......ne Assl^.iraent Savings $ 25,349,000 

Internal Reroute Savings $ 57,645,000 

Car Management Savings $ 24,756.000 

Source: 3PSP-12, Statement No. 11, p. 19. 

Protestants' Evidence 

Several railroad protestants (UP. DRGW. KCS. MKT. i TM) 
submitted evidence showing anticompetitive effects of the merger 
over certain t r a f f i c corridors, as well as the s i g n i f i c a n t losses 
of t r a f f i c and revenues th.it would be sustained by them as a 
result of t r a f f i c being diverted to other carriers, Theyallege 
that the t r a f f i c diversion projected by "-.he SFSP Operatln.; Plan 
has been understated. To counter^the alleged negative litpact 
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upon competition and to off.set tne potential revenue loss from an 
SFSP merger, prccostants recom.iiended that they be granted certain 
protective cc.idltlc.is In the .'"orra of trackage r i g h t s , l.ndependcnt 
rate making authority, and the purchase or lease of SP.SP 
trackage. Assuming the granting of these conditions, protestants 
prepared scudles cf potential "gained" t r a f f i c and applied 
revenue and cost calculations to t^-ita. The basis for •..ne cost 
calculations was the same Rail Form A methodology employed by 
app l l j a n t s , with modifications to suit the circumstances of each 
carrier's individual operations. 

Discussion 

The p a r t i c * are not separated issues of costing 
methodology. The cos., u." oc. ^ice calculations that -underlie the 
diversion study results are accurate for the purpose of assessing 
the benefits of diversion to the .nerged system and the losses 
where protestants could nake Inroads through the award of 
conditions. A l l parties have adopted and adhered to the costing 
guidelines prescribed by the Commission at the outset of this 
proceeding. No attempt was inade any of the protestants to 
restate t.ie amount of private benefits f.-om diversion appearing 
In applicants' Sunmary of Benefits, and we conclude that they 
believe the methodology Is fundamentally aound. I t la the amount 
of t r a f f l j that is In dispute, rather than the associated costs. 

I t Is (*r opinion that applicants' treatment of the Internal 
reroute savings and diverted t r a f f i c elements of the merger Is 
based upon sound costing methodology and that the estimates 
developed to show the dollar benefits from those factors are 
reasonably accurate. Some comment regarding the procedures of 
the parties is warranted. 

Because 1982 was the base year applicants employed to 
develop t n e l r studies, actual expenst and s t a t i s t i c a l data for 
1982 were available for use. This precludes the necessity of 
updating a prior base year to current cost levels through an 
expense Indexing process. In developing Rail Form A unit costs 
f o r 1982 i t was necessary for SPT and i t s subsidiary SSW to use a 
conversion process to translate t h e i r current Uniform System of 
Accounts ( i n eifect since Janua.-y 1578) data into the prior 
account formula to make i t compatible with the cost formula. The 
data exchange Is patterned on a wideiy used conversion procedure 
Introduced by the railroad industry that the Commission has found 
acceptable. Applicants' operating exptjnses related to 
maintenance of way and structure r e f l e c t the retlrement-replace-
ment-betterment (RRB) accountl.ig basis. This approach complies 
with the Commission's decisions in March and May of 1984 that the 
use of depreciation accounting be temporarily held in abeyance 
and not used as a costing device In any phase of this proceeding. 

In applying costs to the diversion shipments, applicants 
were directed by the Coinmissioa in i t s Decision No. 4 to use the 
operating parameters for unit trains where there was a need for 
unit t r a i n adjustments. However, applicants' diversion study 
I d e n t i f i e d only one 1982 shipment that Involved more than 49 
oars, but i t did not qualify as a unit t r a i n movement. Where 
they were applicable, adjustment factors for switching, b i l l i n g 
and car costs were used for the three principle carload 
categories of shipments In the diversion study. Applicants' use 
of the factors for multiple car adjustments allowed in Ex Parte 
No, 270 (Sub No, t ) . Investigation of Railroad Freight Rate 
Structure - Coal, is appropriate. 

?or t r a f f i c that wcild be i n t e r n a l l y rerouted within the 
merged system, applicants established the dollar savings by a 
measurement i f costs applicable to carload moveraunts where the 
Santa Fe and t;lie Southern Pacific operated separately, and when 
operating in a combined fashion. Basically, the shortened 
mileage I'rora the uae of snort line segments available through 
merger and the reduced operating costs are the source for the 
Internal reroute savings. The unit costs developed by apilioants 
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i"?.r:tr:L"ortre%rtror .;p.r.tK..;t.ns ..c..;̂ =̂^ 
«e believe. Is appropriate .or t.̂ e ^^^^ 

lo '^iny aspects of a parallel ""l*^^**;". Kansaa City, which when 
TarToads 'for «^t^P^«' ̂ J^Te .ranfported over six separate track 
rerouted internally, wou.d be tra p^ J^!ldual 

IPrler^costs to each aeparate track s.gm ^̂ ^̂ ^̂ ^̂ ^ f^r 
M t t l e . On the other °̂ -arriers operated 
ih pm^^ts before reroute -here he - r r er^^^P^^ ' f . ' Z T " 
independently, tne ' - ^ l ' ^ t h e individual data of tne 
should reflect RPA application of the ino savings 

H E k E I . . = n ' ; S r , : a n o . " : " " - r - t n " " - c . r , . t . ». moc 

accurate. ^jj^ ^ 
I t -as the mandate of --^J^^ommis'io" ,^^:^r,•^.arlabie 

at the outset f/-^^^%Ppr,::'f.| element'of "return on road and 
costs be adjusted ^ ° / ' ; l t ' ' X 4 e n t oefore-tax .ost of =*P^^f 
equipment property at ̂ '̂̂^ -^'J^j ' mpment and any new plant or 
level. Both existing P-*̂ '̂ *̂"„,*̂ p̂ „ere to be treated that 
l l l i lmen t required "^^.^r.^pUfi ^osts at rhe embedded debt 
way. variable coats l"«}"̂ t,-tPdgm;nt those costs s.hould be 
,ate, but in Commi»a.ch » .̂ ^̂ ^̂ ^ 
adjusted to reflect tne , u i . -

„ .ppucncs' ln..n.ion ;o 0P.^.n.^co,.s^ 

forma summary, appUcan.s c.Tose -o v 'n«s 

°̂e difference between -̂ e - a.i =ont'ainir.^ - r o 4,,,, 

rhrrort^-test'lmcny-and exhibits The a d ^ l ^ ^ - ^ ^ ^ , " ! (28.28 
^!;enr;^;^2^Tq"ulir$73!l'=:UUon in cost savings in the 

;rurpm;nf or'^n - ^ ^ - - - - ^ ^ ^ r p r i c r n t f h i ^ r a t t e s t e d to on t 
diverted t r a i f - c , a 
record. areas of cost 

he 

- 12 
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TABLE 1 

Annual 
Net 

Savini^s 
YEAR: 

Lines 
West of 
Albuquerque 
and 
El Paso 

A. San 
Bernardino 
supplying 
system 
comporents 6 

9, Sacramento 
supplying 
lines 
west 

C. Conso-
l l d a t a l o n 
of car 
repair 
functions 
at RAMAC 

D. Reor­
ganization 
of locomotive 
maintenance 
functions 0.14 0.23 

E. Conso 
s o l l a t l o n 
of l i g h t 
repair 
"unctions 0,58 0.48 

Avoided 
Capital 

Expenditure.^ 
1 5 ^ 

Additional 
Capital 

Expenditure^ 

6.72 ,50 6.25 3.25 

- (."5) (1,15) 

1-I3 4.70 5,10 7.70 

0.38 

I I . Llnec -^ast of 
Albuqueique 
and El Paso 

A. Reor­
ganization 
of locomotive 
maintenance 
functions 3.75 j , ^ ^ 

3. Reorg-
ganlzation 
of car repair 
function.-? .20 .20 

C. Consolidation 
of l i g h t repair 
functions _ ^ I J ^ ^ 

3,83 

TOTAL 11-2 11.99 12.64 9.̂ 5 18.35 

.50 

.52 

2.50 0.5 

55 -50 3.0 1.53 

80 6.20 15.40 

1.29 

1.00 1.00 

."8 3.00 

2-0 2.50 -

.25 

4.0 '».0 

1-0 1.5 

•° h i 7^ 
8-0 15.52 16.5 

- 13 
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TABLE 2 

Engineering - Maintenance of Way 
Coordlnitlon Benefits From Consolidation 

of Functions and F a c i l i t i e s 

Coordinations 

1. Rail Welding 

Tie Treatment 

Tie Unloading 

Ballast 
Procurement 

5. Houston Shop 
Closure 

Annual 
Net 

Savings 

$ 711.450 

2.946.000 

2,700,000 

16.500.000 

1.586.400 

Avoided 
Capital 

Expenditures 

$ !!68,700 

6. Reduced Machine 

Ownership 1,801,330 

7. Vegetation C o i t r o l 674.000 

8. San Bernardino Shop 
Closure 98,000 

735 

7,302,300 

Adaii.lo.-'al 
Capital 

Lxpendltures 

5.500.000 

564.000 

85'».0OO 

TOTALS $27,017,180 $ 7,£89,755 $6,918,000 
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TABLE 3 

Equipment U t i l i z a t i o n Redu-ed Expenses 
With Itiproved Car D i s t r i b u t i o n 

Areas of Savings 

1 

Amount of Savings 
(Dollars stated i n Mi l l i o n s ) 

Mult^-^evel Auto Rack Cars 
(5 m i l l i o n eopty car-ml.s reduction 
for 100 m u l t i - l e v e l oar..) 

a. .'eduction in annual operating costs 
b. redu'jtioii i n car hire costs 

TOFC Study 
(Reduction of empty t r a i l e r movements w i l l 
eliminate 10.285.000 empty t r a i l e r relies) 

a. reduced costs In line-haul and 
b, reduced oar hire costs 
0. reduced car ;nlle requirements 

:9rmlnal 

Elimination of Cross Haul of Empty Cars 
(Based on projected annual empty car mile 
reductions cf 26,776,000 

a. reduction in annual operacifi* servlcea 
b. c8.r hire savings 

TOFC Inventory Weeds 
(Hanp consoli-atlon results i n reduced need 
of 2,700 rrailer-days and 675 r a i l oar days 
per week) 

a. reduced car hire savings on t r a i l e r s 
b, reduced car hire savings on f l a t oars 

Reduced Repairs on Freight Cars 
(As a res u l t of !.mproved equipment 
u t i l i z a t i o n there w i l l oe a reduced 
equipment requirement of 3,000 cars) 

TOTALS 

$ i.r 
0.5 

3.9 
1.0 
2.0 

6.7 
2.5 

1.1 
O.H 
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TABLE 4 

Summary of Recu.-ln« Annu.i .̂.M..̂ . 
(In Milllona 0/ ftollarsl 

HON OPERATING 
ECONOMIES 
'jJra/flc-Harketlng 
and Sales 
Freight Cialma 
and Shipper 
Assistance 
a. Personnel 
b. Reduced Loas and 

Damage Cialma 

Treasury 

Purchasing 
a. Transportation 
b. Purchasing 
c. Personn*! 

Communication* 
a. Cl'-culta 
b. Personnel 

Police 

Insurance 

Accounting 

Avoidance, 
Autoiroblle 
r.spiaoement 

Executive* 
Total 
No.i-operatlng 
Economies 

ANCILLARY OPERA'i'INO 
ITEMS 
Car Management 
Division Structure 
Yardmasters, 
Supervisory 
Officers 

Agency Cl e r i c a l 
Total Ancillary 
Items 

.'oral Economies 

Year l 

» 3.300 

800 

270 

3,000 
2,600 

(15) 

60 
365 

(30) 

1,000 

350 

2,400 

14.100 

KitO 
1,«50 

280 

1.255 

I 3.'*25 

»17.525 

Year 2_ 

$13,220 

2.995 

1.500 

5«5 

6.000 
5.200 

360 

120 
1,*30 

680 

1,000 

1.800 

350 

2,400 

37.600 

1)90 
2.900 

805 

3.5-;5 

» 8.130 

•45.730 

Year j 

•13,220 

2,995 

3,000 

545 

9.000 
5.200 
1.015 

KlO 

1.185 

l.cOO 

7.000 

350 

2,400 

51.05S 

890 
2,900 

1.055 
';.560 

» 9.405 

$60,460 

Normalized 

113.220 

2.995 

4,575 

545 

9.000 
5.200 
1,280 

180 
5.530 

1,750 

1,000 

10.595 

350 

2 , 400 

58,620 

890 
2,900 

:.055 
4,56C 

$ 9.405 

$66,025 
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Applicants' Rebuttal Evidence 

i n t h . i r evldenc.^ln rebuttal ;PP^i-",^'„=rt^e'^merlts of 

J h e T e r ^ m r P ' t ^ '^..-I'ts a tendtnt'berteflts. Applicants sought 

mechanisms a;^W*»"<l ^^^^^nS c o ^ S t ! t l v * problem* which would 

!r£*i:r5;.J".;^ f^ir^^^^ 'S^l^^ 
I.C.C. at 492-493. 

ADC"cants' re b u t t a l evidence contains a restatement of -he 

0 *r;?ins Plan 3FSP-50. Stat*mint No. 1. In this r e v i s i o n . 

;.r™r'« "«n."r".Ti:r..:;.;ror =..w.i«n-«... 
f r e i g h t r a t * s . 

The following outline i d e n t i f i e s the ' f " * " , 
applicants concede that t.he merg..- benafUs would be pri v a t e . 

Merger Economies Which DOJ 
Claims Would Be Private 
ayneflts Onl:-

Equipment U t i l i z a t i o n 

Reduced Equipment Rents 

E.nji^lneering Coordinations 

Rail Welding 
Tie Treatment 
Ballast Procureaen-. 
Vegetation Control 

v>>chanical Coordinations 

Components to be manufactured at 
Sai' Bernardino 

Loco-notive Jiaintenance 
(East of Albuquerque and Si Pa3o; 

Mon-QperatlnB 3avin«3-̂ '•'•"̂ «̂3ir•p; A c t i v i t i e s 

Purchasing 
Transportation 

TOTAL 

LESS: Ballast Procurement Savings 

Anount 
( i n thousands 

of Savings 
of d o l l a r s ̂  

539 

783 
2,9«6 
16.500 

539 

6.720 

4,100 

5,20C 
9.000 

•45.327 

16.500 

Source: 

Amount of Private Bensflts to be 
Deducte-l ''rori Total Merger Benefits 

SPSP-50, Statement .No. : at 30 (Appendix A), 

29,827 
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Tne adjustment w.lch reduces the itemized P ^ l - - , - - ^ ^ ^ ' 
,y ,16.5 ' " J l l ^ ^ " ^ ^ I ppi cants' ballast procurement savings 

th* P«rt of DOJ K«ilait consumption would r«maln 
und*r th* merger. While Ion in resource use ther*. 
oonatant and there wou d be no ̂ ^^^^^^^ ^^^^^^ tranaportatlon 
the savings under °esult from the shorter distances 
= t r a r ; a l f a " % o S i r b r t ^ : n r p o ^ r ' t J ' ? r t h * consuming locations 
a f t * r th* m*rger. 

K-.« rh» orlalnally projected merger savings. 
Usiag aa *J"%^^*.°^H^"e: by extracting the s t r i c t l y 

applicant* ' ' " " " ^ ^ ' - ^ " ^ ' i d f l o t from the Operating Plan. The 
private benefits that wouia j ^ ^ ^ j - s ] reflects the 
^ : J i r a t l * o n ^ : " i r r v a ? r b * n : f i t i ^ri^i'the overall economic savings. 

Projected 
Annual Merger 
Savings . 

Restated Savings 
- x - b i t SPSP-4 R.h..blt SPSP-33 Exhlblt^^PSP^ 
'• Amounta In Millions ol' "SolTUT! 

Internal Reroutes 

Yard and Local 
Switching 

£qul̂ .ment 
Utilization 

Engineering 
Coordinations 

Mechanical 
Coordinations 

Non-Op*ratlng and 
Miscellaneous 

Information 
Systems 

TOTAL 

Plus Traffic 
Total Public 

57.6 

25.3 

24.8 

2T.0 

12.6 

68.0 

6.3 

Diversion "Benefits" 
Merger Benefits 

57.7 

22.3 

25.6 

2*̂.2 

12.6 

i7.3 

0.3 

5T.r 

22.3 

25.1 

21.9 

1.8 

53.1 

6.3 

ia8.'2 
56.2 

T4' . 4 

3FSP-50. Statement No. 1 at 31 (Ap-.:.̂ ndlx 3). 
Source; -J*"' 

The sunmary of operating savings shown aoovehas^« 

net gams fr-om diverted ^ " i ^ - f f j . t o n annually. Because the 
trucS t r a f f i c .unounting "^f^^^^^^nues over variable costs in 
increased net operating la purely a private gain to the 
handling the additional t r a f f i c is Pureiy 
^er^ed system ''"^'-"^°t^"%^^!: of restated social benefits, 
properly omitted from ^ ^ ^ l ^ ^ d what Is termed as t r a f f i c 
In lieu, applicants have calculated ^f^*^ obtain this 
Aversion benefits ^°-"!^S^tudles intended io show that the 
figure applicants PT^^^^f.^'ifing from the merger would reduce 
pall t r a f f i c ^f/erslons " ^ ^ ^ ' ^ ^ " ^ ^ ^ ^ t amount. This approach 
a l l rallrof.ds' variable "^ere t r a f f i c diversions 
conforms to the °0J approach ,oats. they may be 

,n .r.ts effort to estimate t ^ . change injos^^^^ of^all^^^ ̂ ^̂ ^ 
carriers associated ^'^'n'^vldual 1982 carrier data. 

Form A costing ' ^ ' ^ ^ ^ ^ f " l ^ . r u n l t oosts to t r a f f i c Identified in 
They applied ^.^^^^t^'a^v-rsion study as likely to be 
their rebuttal r a i l t r a f f i c oiv ,. 5. By comparing the diverted to SPSP's new '^^-^P'^^^^t^^if^.^tt^cads in handling the to t a l variable costs incur ed b.^aU^rali^^^^^ ̂ ^̂ ^ 
diversion model s t r a r n c pri« 
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variable costs which would be Incu-red by a 1 railroads In 
handling tne sa-me t r a f f i c on a post-merger '.lasis, applicants 
attempted to estimate the social beneflta a-.trlbutable to the 
more e f f i c i e n t movement of diversion t r a f f i c . 

The application of the c a r r i e r s ' unit costs through the 
computer cost program produced study results Indicating that the 
t o t a l variable costs Incurred by a l l railroads In handling the 
l.nvolved t r a f f i c p r i o r to the ATSF-SPT aerger amounted to $tj91.3 
m i l l i o n at the 1982 l e v e l . The t o t a l variable coats which would 
be Incurred by a l l railroads i n handling this same t r a f f i c . I f 
the merger were permitted and the projected r a i l t r a f f i c 
diversions occur, would oe approximately $635.1 m i l l i o n at the 
1982 l e v e l . Hence, according to applicants there w..uld be 
effi c i e n c y gains and public benefits t o t a l l i n g $56.2 m i l l i o n from 
SPSP r a i l diversions as a .-esult of thla reduction In t o t a l 
variable costs for a l l Involved c a r r i e r s . 

Applicants' study also calculated the reductions In loaded 
car miles and Interchanges r e s u l t i n g from the movement of the 
diverted t r a f f i c . A p o t e n t i a l benefit to the public from 
operational savings could be available as a result of reductions 
of 5.47 m i l l i o n loaded car miles annually, t r a n s l a t i n g to 78.800 
t r a i n mllea per year and the elimination of over 240,000 annual 
Interchanges among ra i l r o a d s . 

Applicants also applied the estimated cost savings of $244 
.•nllllon from the proposed merger as a bate against which to 
compare the purported competitive harms to the public. They 
.•neasured the extent of t.he social costs caused by the merger In a 
special consumer loss analysis which defined the deadweight loas 
to society a r i s i n g from the exercl.-e of monopoly power created by 
the merger in certain areas. Social costs were calculated by 
multiplying the amount of t r a f f i c which, according to applicants, 
p o t e n t i a l l y could be subject to monopoly pricing by an Increase 
In rates for such t r a f f i c due to non-competltlve conditions 
following a merger. Applicants' study considered various 
factors to r e f l e c t coB;etltlve condltio.-^s In the areas where 
ATSP and SPT operate, 3.-ie of which was t.hat of the merged 
carrier's t o t a l t r a f f i c of approximately l86 m i l l i o n tons, only 
3.14 m i l l i o n tons of t r a f f i c would be exposed to hypothetical 
rate Increases above competitive levels due to aerger. Parties 
opposed to the aerger conducted t h e i r own studies which d i f f e r e d 
In reault from applicants' analysis as to the adverse effects of 
t.-.e merger upon competition. Applicants performed a revised 
Impact study (SPSP-49) that refined the methodology used by DOT 
to -aeasure the social cost from loss of competition. Based on 
the DOT study p r l n c l ^ ^ e s , applicants concluded that only ^.2 
.•nllllon tons of t h e i r t r a f f i c would be subject to adverse 
competitive effects as a re s u l t of merger. The parti e s ' studies 
are discussed more f u l l y i n our discussion of the effects of the 
proposed .-aerger on sompecit ion. 

Shown below is a table that outlines the estimates of 
problem tonnage calculated by the parties and the relationship of 
economic benefits to public harm. The ratios are produced by 
div i d i n g the figure of $244 m i l l i o n by the estimated welfare 
loss, 

Benefit-to-Cost Ratios 
Por Estimates cf Exposed Tonnage 

Exposed 
Tonnage 
H l l l l o r s 

~Tr^— 
3.14 
4.8 

15.7 

Source 
(SPSP-4? 

Fct. of Exposed 
Tonnage '•-o loi-al 

*T :TS 

Welfare Loss Seneflts-ta-
($ M i l l i o n s ) Cost Ratios 

TSS(SPSP-16) 
(DOT-3) 
(DOJ-7) 

1.7S 
2.6X 
3.4X 

4.66 
7.12 
23.30 

52:1 
34:1 
10:1 
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Applicants' rebuttal testimony on these aspects of the 
transaction concludes that the merger Is plalni.v In the public 
Interest because i t would yield economy-wide benefits far in 
excess of any costs resulting from the loss of competition and at 
the same tim't bring about efficiencies and cost savings that 
would afford the applicants the opportunity to become a stronger 
provider of tranaportatlon service. 

Discussion 

While the parties opposed to the merger have expressed only 
limited criticism of the accuracy of the public benefits 
calculated by applicants, theie Is considerable dispute as to the 
extent of the public harm that would be cauaed. A c r i t i c a l 
element of the Issue Is the tonnage that would be exposed to r a i l 
rate Increases due to a reduction In Intramodal competition In a 
single railroad corridor. Because applicants' estimate of the 
alleged dollar amount of welfare loss due to potential revenue 
Increase Is based upon estimates of the specific amount of 
exposed tonnage, the exercise is not a useful one. Por one 
thi.ng. attempts to calculate the specific volume of exposed 
tonage assumes urreallstlcally a static economic environment. 
Furthermore, as noted in our discussion of competition, there are 
significant flaws in applicants' economic studies, upon which 
their attempt to quantify social costs la baaed. 

Protestants argue that the quantification of diversion 
benef" ts takes no account of the potential Inor^^ase In real 
resource costs that might be experienced oy other railroads as a 
consequence of merger-related t r a f f i c diversions. They dispute 
applicants' nc-lin tha: a loss of revenue from diverted carloads 
Is offset bv a cn̂ '-'w-one reduction In expenses for no longer 
handling that traiTio. In addition to the financial harm 
stemming from a transfer of resources, diversion losses 
con.rlbute to a lessening of the t r a f f i c density required by 
competitors o.- their system lines to maintain p r o f i t a b i l i t y . 
Loss of detj.'lt..' Implies a deterioration of frequency and quality 
of service. I t is alleged that these are social costs that must 
te n-tted cut against the cost-savings claimed by applicants. 
Provided that tne t r a f f i c subject to diversion is being handled 
by protestants at favorable revenue-to-varlable coat ratios, the 
private revenue benefits to the merged system from the added 
t r a f f i c do represent economic losses to those carriers. At th* 
same time these revenue losses are not offset on a 
dollar-for-dollar basis by a corrt^ponding decrease in variable 
costs. As pointed out correctly by protestants, a train schedule 
reduced to 50 percent of Its normal carload capacity by 
diversions to the merged system w i l l not have Its expenses 
reduced by one half for the balance. The same number of train 
crews, for example, would be required for the assignment, and 
while there would be no additional expenses incurred, the unit 
costs for the remainl.ng t r a f f i c would Increase becau'.e train 
expenses are spread over fewer carloada. The Commission has 
stated in prior decisions that revenue transfers caused by 
t r a f f i c diversions to a newly merged system are to be considered 
neutral as to tne public; some diversions result from efficiency 
gains and some from an exercise or abuse of market power. See UP 
Control, 366 I.C.C. at 487-8. 

Applicants have asserted that the shift of revenues to a 
merged system may also be viewed as a coat benefit to the 
public. By a procedure that coated the transportation of the 
projected dlvertlble t r a f f i c in a pre-merger situation with the 
costs of handling the same t r a f f i c under a merged system, reduced 
expenditures on the more efficient routes were demonstrated. 
These economic savings were calculated to be on the order of $56 
million. In a practical sense, these reduced expenditures on the 
dl'/erted t r a f f i c cannot be viewed as a benefit to the shipping 
public in terma of reouced freight charges unless the revenue 
structure of the merged s;, jtem is reduced proportionately to 
conform to the former revenue-cost relationship that existed on 
the pre-merger basis. Moreover, the $56 million expenditure 
savings demonstrated by applicants are attributable In 'rtiole or 

- 20 -



Finance Docket No. 30400, e: a l . 
Appendix C cont'd 

m part to the internal - - " J ^ ^ S - J / r t i ' ^ s ^ i m l t e r i L S h o u l d " 
reflected In the ̂ ^^^J^'^.^^f ^^'^ ^ r t h e r n o r e . ar.y economic 
not be used to augment chose '*''i'^*'\. ""l-.̂ nec in r e l i t l c n to 
losses to respondent applicants «̂ *«/t̂ «\̂ ';/:fric:.ent 
reduced transportation costs on the [""^,'"^pp°i,a.its' :J56.2 
routes available under the ='«̂ ser. At be,^. ^PPlica. 

^ ^ i i ^ r u a t ^ " b i ^ o f ^ : : r ^ J . ^ r s ? s l r ; : : r p o r . d l n f a p ^ l l c i n t s . This has 

not b*«n don*. 

we conclude that the annual " - ^ " f ' - ' " " ^ f ^ ^ . . ^ r r ' ^ l o l ' t to 
publ ic benef i t s as a ^ ^ ^ ^ ' ' ^ ' ^ ^ ^ ^ ^ c f p l t ! ^ exp" J i tu res 
i ; r i d ^ d ! ^ i ^ r n : r e r u r r r n r r a ^ r n g r i r a p i r [ r i m a ? ^ l y $ 5 2 1 ^ i l l l o n . 

2.1 



APPENDIX D 

COKi-ETITION 

TAtLE 1 

V ^ n - K LENGTH OP hA(JL DISTRIBUTION (percent) 

STCC 

3- 500-

42i 22i 

IQOQ- 1500-
149V m i 

FARM PRODOCTS 75-3 U - l 
64.1 27.0 

,9.8 18.C 

a FOREST 
PRODUCTS 

q PRESK PISH 
OR MARINE 

10 METALLIC ORES 
11 COAL . ' l 4 
13 CRUDE PETROL. 98.3 l-" 

NAT OAS 
14 NONMETALLIC 

MINERALS 
19 ORDINANCE OR 

ACCESS 
20 FOOD OR 

KINDRED PROD 
21 TOBACCO 

PRODUCTS 
22 TEXTILE MILL 

PRODUCTS 
2^ APPAREL OR 

RELATED 
24 LUMBER OR 

WOOD PROD 
25 FURNITURE OR 

FIXTURES 
26 PULP PAPER 

OR ALLIED 
27 PRINTED 

MATTER 
53 CHEMICALS 

OR ALLIED 
29 PETROLEUM OR 

COAL PROD 
30 RUBBER OR 

wise PLASTIC 
31 LEATHER OR 

LEATHER PROD 
32 CLAY CONC 
^ GLASS OR STONr. 
33 PRIMARY METAL 7^.9 

PRODUCTS 
34 FABRICATED 7,-5 

METAL PRCD y 
35 MACHI.-̂ EHY 69.5 '̂0 
36 ELECTRICAL 73-4 i' -

37 -SANSPORTATION 75.1 IB.b 

62.8 16.1 
33 PHOTOO 

OPTICAL IHST.I 
39 MISC „ 

MANUFACTURING 

uo S E OR SCRAP 30.0 16-
MATERIAL^ ,35 

41 MISC PREI3HT 37.0 20.5 
SHIPMENTS 2.4 

42 SHIPPING S5.8 
CONTAINERS 

1.'., 

2 i .1 

3.2 
4.1 

10.8 

. 90.2 
56.7 38.1 

93.0 4.9 

59.2 15.3 

76.1 16.0 

75.6 23.5 

65.5 22.8 

75.2 16.9 

69.5 21-5 

62.1 25.6 

69.7 23.2 

42.6 40.5 

78.5 

95.^ 

79.2 

67.1 

84.4 

2000-

2.3 
1.3 

6.2 

9.3 

2500-
2999 

1.8 
1.6 

16.9 

Over 

;J00 

0.4 

6.1 

5.3 • 
o'.3 • • 

1.3 0.5 0.1 

13.2 
3.3 

4.9 1.4 0.9 

14.6 

3.6 

15.7 

11.2 

17.0 

15.9 

6.7 

4.4 

5.6 

6.8 

5.2 

9.4 

4.3 

0.6 

3.1 

11.0 

3.0 

3.9 

4.4 

5.3 
4.6 

1.3 

0.9 

1.5 

2.1 

0.8 

2.7 

0.8 

0.2 

0.8 

0.6 

0.7 

1.0 

0. 8 

1. a 
1.8 

2.6 

1.5 

1.4 

2.-> 

0.8 

3-2 

0.8 

0.1 

0.8 

5.5 

0.5 

0.3 

0,6 

1,6 
1.3 

3.3 

8.7 

3." 

3.0 

11.7 

1.3 

1.4 

8.6 

0,8 

0.2 

3.3 

0.4 

1.0 

1.3 

1.3 

0.5 

6,7 

0.1 

1.8 

0.5 

0.9 

1.0 

1,1 

0.5 

1.4 

Q.3 

1,2 

0,5 

0.1 

0.3 

14,2 

0.2 

O.i 

0.6 

0.3 
1.1 

0.5 

2.0 

0.5 

0.1 

6.7 

0.1 

0.1-

C.l 

0.1 

• 

0.0 

0.1 

0.1 

0.4 

0.1 

0.0 

1.5 

0.0 

Q.O 

0.1 

0.2 
0.2 

0.1 

0.6 

0.1 

1.1 
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'•3 MAIL OR 
CONTRACT 
TRAFFIC 

**6 MISC MI.XED 
SHIPMENTS 

•̂7 SMALL 
PACKAGED 
FRT SHIP 

"9 HAZARDOUS 
MATERIALS 

50 'JNIDENTIPIABLE 
99 COMMODITY 

UNREPORTED 

98.4 1.0 

87.1 

96.2 

48.7 

8.8 

2.3 

0.4 

1.9 

0.4 

35.9 10.6 

67.0 

n.2 
9.0 
7.3 

1.0 

0.5 

53.5 

10,3 
0.3 

0.0 

0.6 

0.4 

6.9 
1.3 

0.1 

0.5 

0-1 0.1 

0-2 0.6 
0.9 0.2 
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TABLE 2 

Examples of Modal T r a f f i c Shares In Southern Corridor T r a f f i c 

Flows at Issue 

T r a f f i c Flow 

Prom Loa Angelea to: 

Houston* 
Dallas 
New Orleans* 
Atlanta 

To Los Ang«les from: 

Houston 
Dallas** 
New Orleans* 
Atlanta 

Prom San Pranclaoo to: 

Houaton* 
Dallas*** 
New Orleans*'* 
Atlanta 

To San Pranolsco from: 

Houaton* 
Dallas** 
.New Orleans* 
Atlanta*** 

Percentage Share by Mode 
^ a l l M o t o r Water AiF" 

30 
6« 
42 
53 

61 
23 
45 
50 

21 
35 
27 
45 

27 
76** 
40 
50 

58 
41*** 
49*** 
54 

66 
27 
44 
48*** 

11 
58 
26 
45 

19 
72** 
7 

51 

4a* 

31* 

u 

45* 

31* 

24 

15* 

49* 

Note: Daah Indicates 0 to 1 percent share. 

nlsoellaneous p l a s t i c products. prooucts. and 

••• See t e x t . 
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Carload 

TABLE 3 

T r a f f i c Originated or Terminated 
by ATSP In Northern C a l i f o r n i a 

by Interchange Points to 
Eastern Connections 

1982 i i l i 
Eastbound Westbound Total Eastbound Westbound Total 

Interchanged at 
Ca l i f o r n i a Jetna. 

Total 100 

Interchanged at 
Colorado Jctns. 

Total 100 

interchanged at 
ai Paso. Texas 

Total 0 

Interchanged at 
Sweetwater, Texas, 
Avard, Oklahoma and 
a l l Junctions east 
thereof 

Total 15.100 

Total Carload 15,300 

600 700 

aoo 400 

11.200 26.300 

12.100 27.400 

2«0 

17.188 

17,428 

200 440 

100 100 

100 100 

13,170 30.358 

13,570 30,998 

TOFC/COFC T r a i l e r Containers 

Intrchangei !»t 
CalL^ornl.. Jctns. 

Tota l 0 

Inter-hanged at 
Col" .'ado Jctns. 

t- . t a l 0 

Interchanged at 
El Paso, Texas 

Tot.il 0 

Interchanged at 
Sweetwater, Texas, 
Avard, Oklahoma and 
a l l Junctions east 
thereof 

Total 88,721 

Total TOFC/COPC 
Trailer/Containers 88,721 

93,115 131.836 92.142 

93,115 131.836 92.142 

89,045 181,137 

89.045 '.81,187 

Source; ICC 1*. Waybill Samplings 
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APPENDIX E 

ANALYSIS OF TRAFFIC 01 VERS UN STUDIES 

General Background 

Tr a f f i c studies have been prepared to: estimate j,ains 
and/or losses of t r a f f i c as a result of the merger an.! tracKa^^e 
r i g h t s ; provide a basis on wnlch to ̂ stir.ate the changes in ra i 
opfratlons resulting from changed t r a f f i c flows; provide a basis 
on which to estimate the added or avoided costs resulting t rom 
the changed t r a f f i c flows; and assess the environmental Impacts 
resulting from the consolidation. 

Tha purpose of t r a f f i c diversion studies is not to edtaolloU 
damages to affected railroads; t h i s is mucn too narrow a 
viewpoint. Instead, t r a f f i c diversion stuaies have aa t n e l r 
purpose the quantitative measurement of the expected genera., 
short-term changes in the rel a t i v e competitive strength of a 
merged r a i l system in re l a t i o n to competing c a r r i e r s . Ihese 
»ftlmated changes are then considered as factors to be welched in 
determining whether or not a proposed transaction is in the 
public interest. We emphasize that t r a f f i c diversion studies 
Result in only estimates. While an acceptable t r a f f i . j sample Is 
drawn on an objective basis, the evaluations of d i v e r t l b i l i t y of 
sample units are s t r i c t l y judgmental, based on facts surrounding 
the sample u n i t . 

We w i l l only examine the t r a f f i c diversion estimates which 
f.re m contention. In those instances whe.'-e one t r a f f i c ;'itne3S 
nas ."ade a t r a f f i c evaluation that i s clearly more r e l i a o l e than 
a similar evaluation made by an opposing party, we accept the 
more r e l i a b l e Judgment and the amount of diversion involved. In 
this manner, a finding is made of the estimated d o i l a r amount o. 
Doten'-lal gross -evenue diversions. The f i n a l f i g u r e , however, 
remains an estimate based on the expert opinions of the ca r r i e r s ' 
t r a f f i c evaluators. I t is an estimate only of the Impa'-'t on 
t r a f f i c flows resulting from the .ner^er and I rom no other 
factors. Thus, the f i n a l Aversion flgu.-e must be view-;d as a 
short-term impact r e f l e c t i n g changes in competitive relationsn..-s 
resulting from the newly unified operations. 

•"he f u l l impact of the SFSP merger would not occur u n t i l the 
t h i r l year following consummation, according to applicants' 
predictions. While the f u l l impact wouid be reached in the t n i r d 
year, some of the competitive impacts would continue througn 
ensulngyears. However, the t r a f f i c diversion estimates must be 
viewed as short-term projections because so many e^""""^^ 
operational changes take place annually in the r a i l industry tn..t 
the -oraceti'-ive impacts of a specific r a i l u n i f i c a t i o n In time 
become 'bturr^ed! i f ' n o t t o t a l l y unidentifiable. Tj^e^e other 
economic and operational factors Include: (1) other r a i l 
..nirications • (2) upward and downward changes in national and 
regional ecoAolles;^3) changes in operations throughout the 
industry through use of new routes; (4) I n s t i t u t i o n of 
run-through t r i m schedules; (5) changes in specific rates or 
ev2n rate levels; (6) Increases (or decreases) in the intensity 
of compet'.tlon from other modes of transportation; (,) 
abandonments; and (8) changes In the level of 
?wo o" more railroads competing with the newly merged ra i l r o a d 
( i n short, the r e t a l i a t o r y actions by the competitors). 

-he foregoing factors represent some of the reasons why 
t r a T i c diversion estimates cannot be construes as aama^es or as 
economic factors to be cast in concrete. To conclude otherwise. 
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^atT^'an^nr%^^1s,^L'=vl:w;o^'ntr" transportation industry as 

and a ? r p ^ ? ^ - l ^ , - ^ - - ^ t h e - a f f i c s..dles of the applicants 

r:q^\i?a!'-"-'-^= - ' - " ' " - " " - ? ' ' ; ^ a : ^ S " : ^ g n t s 

ATSP-SPT 
Applicants conducted a <-...*•.•. 

the t r a f f i c and revenues whi . " h f " diversion sfudy to estimate 
' 'ould gam from other r a i l -oaS , /'*'-"'*''^ ATSP-SPT r a i l system 
consol ida t ion . The t r . f f i ; * t he i r 
computerized divers ion modê  performed by using a 
CNS Associates, Inc The s«mM "5" ^'' 'eloped and oplrat^d by 
included a ten ' p e r c e n t ' s L * : ' ' ^ f ' t l T " - ^ Z ^ I ^ i ' V ' 
waybl i .s r e l a t i ng to shinmerts in , , i Santa Pe and SPT 
-aybiu. and a twenty percen- „^'^?^''^i!«c'^^''* '"'"'er cars per 
relating to shipments of sr^or^o^! °^ ^* Z/^VlU 
sample also included a?l waybil ls f%. ;* -H The 
Sample which were re- A t - i t i t ' 1982 Waybill 
e i t he r Santa Fe or ^The . Z T " " ^ " """^ Involve 

l i ^ i ^ l ^ i T ^ ^ — ' ^ 9 ^ : . 5 l 8 \ a l L \ ' . n r ? ^ e 1 g h 1 

for afr^^aL' T ^ r r ^ ! ' l L ^ ^ , ^ 1 ^ , - ^ ° ^ tocal revenue, 
"•lleage based f:rmula ô allocate t h e ^ r * ''^^^^=*"ts developed I 
I t moved or as i t might move under v ^ n . ^ r " " '° "̂ ^̂  ^'•"^'l^ as 
merger and i l v e r s l o n scenarios ^.H '" closings and 
revenue of a waybill u n H o t ohan«''^-.'''''/°™"^^' t h e % o t a l 
In-^reased the revenue ."or one r a l l r ; . / ; * al l o c a t i o n formula 
the revenue for one or more other ra?f..^H* decreased 
o r i g i n a l l y snown on the wayt?'l in r e l a t i v e to what was 
railroads in the supplemental , '̂'̂  aggregate for a l l 
a l l o c a t i o n formula" or^gira^ed'tr^'r.'° '̂'̂ ''̂ ^̂  
percent, terml.nated t r a f f " ^ " - ! ! I ^ ^ * " overstated by 0,7 
bridge t r a f f i c u^de%'ft1terb;"^:6"p^*^:^ntr 

Cetaii;d'%a=i°r^;s%^:°^lt^^;r " e ^ ^ f ' f ^ " ^ ^ ''"•<̂  on a 
of the continental '^ni.-H^l'."'^^'^*'^^"* the entire - a l ' svsr«m 
in Canada. The n^t^ork 'on a n^d ''̂ '̂ ^ r a l l ^ o i t e s " 
segment Ii..ics and i5?500^erm^na t ^ ^ " " " " ' ' ' ' ^ ^ ^̂'̂ ^̂O l i n e 
network was updated to r e f l e c t ?he^h connection nodes. The 
sections of the ."ormer Rock Is i l ' n ^ changes in ownership of 
the Milwaukee R o a d ^ l L system ^noTuH^ "cUons of 
new short-Une ."allroads I ' t " ; w>st = ^ " t l o n of many 
-hlch were In effect before December' • Q L '°?f 
r i l l systems actually operated ' ̂""̂  consolidated 
aegments In the n e t . i r ^ ^ ' t ^ r l ,1^1,^^^^^^^^^ l i n e 
A branch or B branch li.nes A maV I n . ! " * ^ main, 
competitive throuih routes ^ nai". < ' "^'''^ e f f i c i e n t , 
routes but were generally i ' " ^ ^ "'^^ ^ l - ^ " through r a i l 
were considered f i s s competit'v.'%'K '^''!1^*"tly. and tnerefore 
branch lines were designated Zs A ^ " ' f - ' ' Often u«d 
Infrequently used branfh ]'n»,\, " h i l e 
l i n e s . W,e model assigned re!at'v: ^ ^ ' t ^ ^ ^ f l e d as 3 branch 
the network to r e f l e c t * e I ^ h 7 l n e ^ r L : * ^ f ? " ^° ^ '^^ segments in 
a b i l i t y to compete f o r r a i l t r a l n l ^ ' ^ " operator's r e l a t i v e 
j u n c t i o n l.-npedances at each ne?wo-k " ' * ^ ? n c o n t a i n e d 
-hlch ranged from 300 to l.sSo m l ' e s ^ i ^ * ^ Impeda.nces, 

- 2 -
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e f f o n r , " ; - * " ^ lack of cooperation In s o l i c i t a t i o n and marketing 
were imol- ̂ ??iv''.!i?* carriers over many I n t e r l i n e Junctions a l l 

---- ^r--'r^t^^-.:^iz 
i^p-^{l^l^h^^r:i-ttt.^t^X.^^^^^ 
reciprocal .switching f o r carloaa t r a f f i c , according to rhe 
M ^ i i r ^ * ' " " W - s t a t i o n , east ^ f Ohio and north of -he 
Mason-Dlxon l i n e were assumed to be closed, unless they we?e 
served by a terminal or i n d u s t r i a l ra.'lroad and ?2) a!l re.cainlnK 
stations were assumed to be open to a l l .-allroads s e r v l n r ^ h - * 
.same 6- d i g l t Standard Point Location Co^; (SPLC)! " the? w'ere 
I n ^ ^ ^ ' A : ^ ^ " ^^"""^ railroads i r tr.. Open and P-ipa!d 
guide. For .-OPC t r a f f i c , statlo.ns were show,: as open to a l l 

?he'ne?:ork " metropolitan area L re^l^cJed in 

any Junction inpedances) befween the r a i l o r i g i n an< t h - r a U 

r»ll system's ne./ competitive routes. As a r e s u l t , aocord'nc • 
at Pi cants, the .odel selected the most e f f i c i e n t rou?, ^ ' 
avaUab.e, cons.lst-nt with the p r i n c i p l e of maximizing the mer-ed 
syiitem's longhaul route p a r t i c i p a t i o n : li-iz-ng .ne merged 

.4!**"' J*'* pot e n t i a l diversions f o r reasons why 
r^?.-^ir'H°" rejected. Potential dlvers.'.ons were 
r l i r .a 1 '̂"•'̂  J^^^tlons were unonanged, maxlm^ 
was shfrthr.':^!.;' T • ^ ^ " f f ^ ' o r i g i n or destination c a r r i e r 
r e t . ? ^ ! s u b s t a n t i a l l y , or the post-dlverslori route would 
Which ni^,!H rHf"''' ^""^ '° ''•'•S*̂^ 'y'"̂ """- Movements which passed t h i s scr.-en then were treated by the divers'on 

^ U 3 T ^ ? * t r * ? r . ^ ^ ^ r * ' " ' T ^ appli:ants, which considered the 
-lass of t r a f f i c (forwe.rded, received, overneal, or thl.-d-cartv 
^ain numoer of ca r r i e r s in the route, competition at o r l g t n ^nd 
destination, type of t r . f f l c (automotive. TOPC. expedited or aU 
oth e r ) , spe-clallzed equipment ownership and th.j likel i h o o d of 
greater percentage diversions to s i g n i f i c a n t l y Improve" ? a l l 
service. .he .-iiatrlx Integrated --.ese factors ...n a consistent 
pattern established by the a p p l i c i n t s in order to cover the 
e n t i r e rangs of t r a f f i c di/erslon p o s s l b l U t l e j i . The diversion 
rnatrlx ua.-d in applicants' jtudy contained 46,721 individual 
c e l l s , each representing a .-^jeclflc comblnatlor of the factors 
be^^g analyzed .as l i k e l y to affect a shipper's routing behavior. 

' i ' ! ^ ' ^ ^ f i ! " ̂ oraputer model, applicants performed four study 
i t e r a t i o n s (base case adjustment study) to account for the 

°^ .-ecent raajer ICC decisions on 1982 r a i l 
t r a f f i c flows. The four It e r a t i o n s Included (1) Eastern l i n e 
route closings; (2) Union Pacific Systom merger; (3) .Southern 

p, r*'"'*?' ' '^^^^^ between .Kansas City and 3 t , Louis; and 
(4) Rio Oranoe's trackage rights between Pueblo and Kansas City 
along with the SPT-fiio Grande s o l i c i t a t i o n agreement. According 
to applicants, these adjustments h.id to be made before the studv 
could estimate properly the Incremental Impact of the SFSP me-.ier 
upon r a i l t r a f f i c flows and .-evenue?. While these ad ustments 
were parts of a single base case adjistment study, In'practlce 
they were run through the computer model sequentially. 

The Eastern l i n e route closings study waa based on r.'-'e 
unadjusted 1982 r a i l t r a f f i c data as applied to the consultant's 
diversion c r l t e i ^ l a f o r eastern route closings, as modified oy 
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Santa '̂e and SPT tr.»rr< 
exte.-, .0 Which 1982 r a u ' t ' r ' f ' f : '""""^^ projected the 
^lajor eastern r a i l systems' ^ ^ t e r - ^ r ' ^ . ^ ' * ''•routed away from 
t^aul. Sample output of the '?n.i gateways t.-.. f h e l r long 
confirm that the .^odel or^^ '^ *^ computer run was revl-wed 
t r a f f i c experts^onc:^n?ng^^^,^',,%^^^^'<^,/"='«-"ts of%'i:r!car'?, • 

o t h e r ? r a ; f ^ \ - - t ^ L ^ w ^ r ' - ^ o a ^ ^ ^ ^ . i ^ r ^ ^ - ' 

applic:n'?:'J^e"'rff/:rro::\^"/%=^'"^= ^^'^^^ ---^-tment 
order to r e f l e c t thT=or,p^:u?irsUu.'?t'° In-Pedanc^s i . " ' 
the i n i t i a l sample r. -iew I V Z meaaured, Af.«r 
addressed time-sens i t l - ' r u P ^ c i J ^ ^ ^ ' ^ r i ' ^ " specified "hicn 
sample review led to rede,LnI^. '̂ ^̂ ^ Premont, Further 
segments to more ap°ropr"telv r,?i ° ^ ^ " ' ^ lin e 
competitive c a p a b i l i t i e s P i n . f " ^ ' " ? ' ^ " " l ' ' Post-merge-
applicants' t r a f f i c ^ v r i J a t o r s r l f T H ' satis??!^ the 
reasonably the orooable impar? of' th-Mp™"*"?^ r e f l e c t i n g 
" a r e s u l t , the f u l l datT^^s^^iJ^p%;^,^,;,%^;-/onsolldatlonS and, 

acquJuiSn'^fi^ecka!e%r!L'''"^''' "̂ ^̂  ̂ "P^^t of SPT's 
Louis, Post-UP S ^ X e s ^ w e " ^^^'^ St, 
specified and a dectston was r L r h l ^ * ' " ' ^ ' *^J"stnent, we.-̂  
long-haul mileage .-nul'iDHer ,7^^'?^ the merg;' system 
purpose of the 7 merged syst-^ 1 ^ " I t e r a t i o n , The 
some of the more i n t l n g l b i r L ^ i c r r , - ^ ^ I t l p l i e r was to .-efl-ct 
merged system's new entrv in?. benefits ^ssoolatad with « 
trackage r i g h t s , no .new ,^arke? ^ntr"':.'- ' ^^^^^ 
-ere -evlewed u n t i l 'he t r l r ' L 7 ^^-^ompl ished. Samples 
tHe model a p p r o p r i a t e ^ r e X r t e d ' ^ h i f ^ " ^onvlnced^hat 
^!ata base was processed onc^ aglin^^'L!^?:'* Poln??%h, 
fo'inS'^i*"!"'"' '"^'luators and ind i v i d u a l n!. *'"' '••^l^-ed found to be reasonable, i n a i v i d u a l -.lo'/eraent Judgments wer* 

^rance^''ner'?ackage'rig,'^=L'5/^--'2^-«"'= re.riectcd both Rio 

stations wl?hln the : ; u l ! . a ' t l . t n ' L r ' "=° treat'sPT 

";af?5-'^"''-, " " P i e r.v^w^aTc^"^^ "̂ P̂«"" tc 
^ r a f f l e ^valuators confirmed tha^^he n,ô 2? ''""^ 
the .-lajor central corridor "rafrL'-M°'^'^*P^'"=^'-i«tely treated 
these T.arketplace -vents P o t e n t i a l l y affeo'ed b! 
ag.lnst the f u l l * d a t a b^^e were rev^eL'd' e v a i u a u l ^ , " ^ 
reasonable. Finally fh„ ! reviewed and found to be 
the 1932 ba.e = a " s % ' ' ^ i j , ! a ' ^ J n ^ ; ' % , ^ : - . ^ Producl.n, 
appIloanL'we^•r?.hen"bl:'^;o'dr"f ' ' ' ' ' ' completed, ̂ he 
r a i l t r a f f i c ard r^"enue ,a?ns Ihl^h^ estimate of incremental 
t h e i r SPSP merger Po.̂  .h?: Z^^'' ""̂ ^ a r...-,le of 
t r a f f i c diversf:n-per:rntaie o l t r ^ x a%^d'^'hT'' ' ' ' ' ' " ^ 
approach -which they used ."or ba'se ' f " ' " " l ^ ^ ^ t l o n 
only to a few specif'c r e C ' L m ^ n l , adjustment atuuy, subject 
t r a f f i c ^'^I'^ea'^proviie^ t'̂ ^T^^^^^^^ base case ̂  
impedances were changed to r e f l e c t ^ n l ' * °f these 
handled today, as -well as how .^^-nerLdT t ^ " T'''^^ ^ ' I n ^ 
handle t r a f f i c a f t e r cms.imnation TK '/ftem Intended * 
several adjustnents to t h . ^ a n t a I ^PPH^ant., also made 
designations to r e f l e c t tne new mer«^%v!5 4"' »«'!™ent 
or-eratlng plans. After i n l t ? ! ! a l n t l t l i ' : " " " Pos-<r. irger 
that a special "Oregon ^ule- wL --q'u!red t r ^ n r e ' ^ ^ ' ' ' ^ ' " 

-4uirea to trea t appropriately 
- 4 -
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c e r t a i n --r^-scontlnental t r a f f i c moving to and from - r^gon. The 
r u l e du^ i / lng only to t r a f f i c moving betweer Ore^^n and Kansas 
C ? cr the Northeast and routed via t.he Cg.en 6 f e « » ^ J ^ -
p-e-dlvers lon route, .mul t ip l ied the ^"^^ ' f :*^ ' ' 
d ivers ion percentage In the matrix by a f ac to r of •* . 
- i c e d i ' e d t r a f f i c , and by a f ac to r of .3 f o r a U other t r a f f i c . 
'^e raUon^Ie f o r ' t h , ru le was that the .new merged system would 
b ; ab!e to Offer only equal service f . r th i s t r a f f i c ^ 1 * I t s 
so i the rn co.-rldor longhaul route, so that the merger would not 
ca se a sUnL ' l can t s h i f t i n Oregon ' ^ ^ P ^ ' f ' , ^ ? ^ ^ ^ " ^ , ^ i t n a Pe 
Pr(>gram logic was also modif ied to ailow divers ion from Santa re 

im1rU.ne routes to SPSP d i r ec t ' • ^ - ' • - ^ ' ^ . . ^ • ^ ^ ' " " / ^ f ^ t ' l c r t t o n 
-.,.4 m . t ^ f Mi»-»'<sl Ci River .itteways. With th i s modi, icarxon, 
I n A v e r t e d mov^mSnts wrre treated b- the divers ion percentage 
m a t r i x . Further sample review continued " " ^ ^ ^ J ^ P ^ i ^ . ! i " " „ 
s t t l i f i e d t.hat the model appropriately ' ^ ' ^ ^ ' i f t ^ . ' ^ ' _ ^ ^ = ace -y 
cf -he e f f i c i e n c i e s expeced to be brought to the marketplace ,y 
° t h e ' s l n t a Fe and SPT merger. The base , *<lJ"»^,»«"=,,"^;:f^,,^*^* 
h«»*- 'hen w-s run against the computer .node., A sample p r . i tout 
c o n l l s ' t t ^ of 940 ptgea containing Indiv idual study movements waa 
reviewed by appl icants , Thla review Indicated that th* mc„ol had 
properly evaluated the en t i r e s f idy sample. 

Because of rue cr l t lc ' . sms cade by protestant ra i l roads 
d u r ' n r t h e course of the p-oceedlng, applicants cn rebu t ta l redid 
t h e i r - a U t r a f f i c d l v e r s L n study. According to app icancs the 
res udy took Into account a.U arguably - " ^ o - ' m o d l f ' a t l ^ f ' 
r r . •iroteatants. The f o l l o w i n g are exampiCS o. modif ica t ions 
lade oy appt lc in ts the o r i g i n a l t r a f f i c study in . r d ^ to '.tem 
?Ms ^ " i t l c l s m A l l movemen.s In the study were assigned an 

d e n t l f l ^ a ? ! ' ^ number. The eastern ro i te -.losings 1 ; « - ^ ' f 
a o c l ' - d to the en t i r e da'^ base Instead of J<.st 90 .-ercent oi -ae 
t ^ p l e d l ta al in the I n i t i a l study. After the Eastern ro^te 
c t ^ s m g . I t e r a t i o n , the se-iuence of 
base case I te ra t ions was changed to this ord. . '^^ 
i m r . i f , - rrsrkaae riah'-s i t e r a t i o n , then the Rio tj.'ana* tracKaije 
r t g h t ; - s o U c i t a t i o ; * ^ r e e m e r t I tel-atlon and ^ 1"»^^^'^f« 
P a l i f l c aerger i t e r a t i o n . In the Rio Orande tracKige r l sh-s 
I t e r a t i o n , the model t reated a l l SPT-served or ig ins ar.d 
det t tna^i^ns ir. C a l i f o r n i a , Oregon. Nevada ^ . f , " ^ ^ - * ^ 
they wer- served by Rio Orande. f o r pu.-poses of asslg.ilng 
d i v i r s t o n percentages. In the Union :^aclflc merger i t e r a t i o n , 
c ; r t a l n s ta t ion designations were revised to .how the , as 
UP-served f o r automotl-.re matrix purposes, -n 
merger atudy applicants made some ai.nor changes to t.^e model 
network! the ave r s ion r u i e , ar.d the impedancs. Also, a number 
of add i t i ona l Changes were made ro the nor.-diverslon ru les , 
F l n ! u J appti=an?f m^de some changes --o the divers ion percentage 
rules used in the SPSP merger study. Based upon the res. ' . ts 

he'resTudy applicants projected that - [ f / ^ ^ ^ ^ ^ ^ ^ r ^ ; ; ; 
, n n r - r s choos'n* to d i v e r t from other rai lroads to SF..P a rie î 
romuetI?4e -outes t r a f f i c amounting to $237,5 m i l l i o n in ,:,ro3s 
r evenue^eLh y e " . This Is a l i t t l e more than 7 percent higher 
Th^n >he t r a f ' l c d 'versions to SPSP .̂ h.'.ch were ^ro.ected in 
I ^ p l l c a n t s ' I n i t i a l study. The sui ts of the re-tudy are set . 
f o r t h In the f o " o w i n g t a b i e . 
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Applicants' estimates of re-er..<J changes for other railroads 
(Million., o: 3l..ara) 

Railroad Gross Revenue Change 

BN »(46.00) 
ctw (19.20) 
CR ( 1.50) 
CSX 0. 10 
DRQW (20.90) 
ICO (16,10) 
ICS (19.20) 
MLW < 4.4C) 
« Vi' ( 5.90) 
(L; ( 6.20) 
S(0 ( 0.30) 
Tlx M£X ( 0.03) 
UF (97.10) 

Several protestant railroads c r i t i c i z e d the applicants' 
computerized rc.ll t r a f f i c diversion study and argued that the 
study has many flaws and deficiencies. Many of these protestinta 
contend t.^at the revenue losses derived from this study i r e 
understated. MKT goes one 3t.sp further and asserts thar the 
applicants' study is so taint^sd that i t cannot be accept.d and 
cannot be restated. Some -of these criticisms are as f r l l o w a : 
( I ) applicants manipulated thislr procedures and assumptions to 
produce the results ihey desired; (2) the computer model selected 
only one candidate diversion route for analysis and did not 
consider a l t e r n a t i v e dive.-slon routes; (3) the st-idy assumed that 
western r a i l routes wou^d remain open; (4) applicants' "Oregon 
Rule" con'-rlbuted to u n r e a l i s t i c results by automatirally 
reducing by as nuch aa 90 percent the diversions of Cregon 
t r a f f i c from the central corridor that the -lodel I t s e l f would 
have diverted under i t s standard diversion c r i t e r i a ; 15) the 
study did not examine tne merger's impact on international 
L'S-fHexioo t r a f f i c , nor did I t include Tex Hex In Che universe of 
ca r r i e r s studied; (6) the computer model did not take Into 
consideration each shipper's f . i c l l l t y status exclusive 
service, open or closed to reciprocal switching, etc.; (7) the 
3-udy was inadequately looumented and oannot be authenticated, 
tesoed, audited, reproduced or restated; and (3) the computer 
oi.rput -was designed to conceal v i t a l information by not providing 
ar.y breakdown of diversions by flows, by areas or in any other 
wa,. 

w» agree with the protestant railroads that the applicants' 
r a i l t r a f f i c diversion study understates the amount of diversi.on 
that could occur. However, we do not agree with MKT's al l e g a t i o n 
that the applicants' study can not be authenticated, tested, 
audited, reproduced or restated and therefore, should not be. 
accepted. The record indicates that UP/MP was able to understand 
appll'-ants' •:raffic study and to use, for purposes of i t s own 
restatement, the data ref l e c t e d in applicants' "adjusted base 
-ase." U?/yP instructed DNS Associates to segregate frcm 
applicants' adjusted base case records a l l t r a f f i c in which -.-/HP 
parti c i p a t e d . To ensure that t h i s f i l e contained a l l such 
t r a f f i c , liP/KP instructed DNS to v e r i f y the t/P/KP losses by 
running applicants' computer model against the newly created data 
bas> . The t o t a l UP/KP I j s i e s from this run matched the losses 
from Che f u l l data base projected by the applicant.'., thereby 
confirming that applicants' rules were correctly ?.pplled ly the 
computer programr and that the programs did what ippllcants 
claimed that they did. As for the understateme:-:; of tne amount 
j f diversion, the record reveals several reason?, why the 
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applicants' stud, urder^s'L.iates Its t r a f f i c fains- One ô  the 
principal reasons for undsrstitement was tns fact that the 
conputer nodel failed to sele:t ^^-VSr^r^'-^'r^dl'^te diversion' 
The studj selected only a single ..fficier'. candidate diversion 
i«nr- If th's -oute was re-^-cted for diversion due to the 
rp"e«:non"of':^ e^c^slon ruU. tne study assumed r ^ J ^ ^ ^ . i . -
wouU' occur even i f *.nother rcute may ^ . r ^ ^ ^ ; * - ^ . c 
diversion route. Another rea.*on ror undsrstatemen. was -n t 
beca"; efficient interline - a l l ̂ cutes In '̂̂^ -t ! l 4 ! r 1 s t ^ ' 
open tada., the study did not e x p l i c i t l y Ĵ*-? 
c-ose anv of these r a i l rouce.-i. This approach in i t s e l f leâ -S 
r^nserv^tlve estimates because ther^ aaj be certain competlrg 
routes l.n Which applicants now P-tlcipate which may be clo..^^ 

-:r̂ rn;: ion̂:r̂ô?:.-̂^̂th2rf ct̂ ^̂ î 3 
Sivrrston c r i t e r i a applied by ̂PP'̂ ^̂ *'"'"' ""P̂ '̂'' "°^:i/!o ind 
«rh«r 'raffle For t r a f f i c moving over the Ogden gateway -o ana 
Troro r : ;n;=;ppllcants' "Oregon ^^l e " reduced by 90 Percent for 
expedited t r a f f i c and by 70 percent for a l l other . l a i i i c ^ n e 
dlve:-slon percertage otherwise prescribed b> applicants model, 

Ught of the snlpoer benefits derived from ' " i ^ ' J * 
and -he off»-r o- equal service via the southern corridor, e 
sCsp;ct l i l " t l . facrcrs (.1 for expedited t r a f f i c and .3 for a l l 
other t r a f f c ) ased to multiply the otherwise calculated 
diversion percentage we.-e set too low. If these factors had been 
set hlgherra more realistic amount of diversion would have 
occu~rtd on t r a f f i c now moving to/from Oregon via tne -entral 
corriSor. For the above reasons, we find that app icants' r a i l 
t r a f f i c diversion study understates the ' ^ f 
merged system would achieve a.nd that t.he resuita Indicate the 
minimum Changes In revenue which would be experienced by the 
protestant railroads. 

Applicants' Non-Rail Traffic Study 

Applicants performed a truck-to-rail diversion study t.^ 
estimate the annual volume of rev«n .es whi..-i could ê ̂ -̂ ^ f '' ̂ "̂̂  
tru^k competitors as a result of the merger ;° -'̂^ 
extent of truck-to-rall diversion. "PP^i^*^" * ^hls 
consulting firm to assist in the preparation of the study..nis 
consuUlng firm had developed the "Transearch" data b^^^ „ 
applicant! Considered the most complete and ̂ ^^.^J);*" 
on "ru'-k t r a f f i c flows in the United States. The firm also had 
Information on trucK transit times and truck costs between 
^itv-oalrs that might be affected by the SFSP merger. Further, 
the consulting fl« -as able to distinguish differing competitive 
cj!rac?eruufs involved in truckload and less-than-trucKload 
t r t f f l c ! and the data indicating the time of day 
truck-competitive t r a f f i c was available for loading. 

a p p l i l ^ ^ t ' ^ ^ ^ ^ r k ^ t ^ n r P ^ r s o ^ ^ e f o r : ^ ^ ^ a f l t ^ ^ ^ T ^ U ^ P a i r s 
:^^^;=truck t r a f f i c might be divertlb^ ,,3F 

and'Tp'̂  seplrltely prov ded the consultant both their volumes of 
rSpC^afflo and the..r rates for 1982, The next stage of the 
JrocesI involved Idertlfylng which of the potential clty-palr 
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truck flows would be appropriate canal, aces for a study of 
truck-to-rall diversions. To this end, applicants obtained from 
the consulting firm information on t.-uck loaos, by direction, 
between each of the clty-palrs. This data enabled appiicanta -c 
select those flows where truck vol'umes would be sufficient to 
Justify new or improved r a i l TOPC service. While the true', 
tonnage data was being adjusted, applicants complied a dctatlec 
.-eport oomparlnc existl.ng ATSF, SPT and other r a i l - a m i r s ' TOPC 
schedules for the key clty-palrs tc be studied. From '.he service 
standpoint, applicant:, wanted to be certain to take credit only 
for truck t r a f f i c that would be diverted because of incremental 
service improvements .-nade available oy the proposed merger and 
that were not available to truck snlpfers In a ̂ Iven clcy-palr at 
the time of the study. 

The next stage Involved the Identification of the TOPC 
service improvements needed to enable the new merged system to 
compete more effectively against trucks. Once the applicants 
identified where sufficient profitable TOFC t r a f f i c could be 
handled on now, Ip.jroved train 3ch*dules, the operating plan -was 
mcdlfled to add le* TOFC train schedules. These new schedules 
were reported to the consulting fl.-m, which put the data Into Its 
shipper-preference ..odel, to be corsidered a.ong wltn tiie r a i l 
cost to snippers, tru-jk oost4. .and truck service Information 
which the consultant already nad. fhe ihlp-jer-preferencs model 
compared overall r a i l versus truck cranslt time service, 
considered specific r a i l departure :imes, and compared r a i l 
versus truck cost to shippers. I t -.hen projected the Kaximua 
Incremental effect that tne SP5"' .e:-ger could be expected to have 
on the marketplace. 

This I n i t i a l estimate waa then multiplied by a factor of 0.5 
to reflect potential competitive price ind service responses by 
tr<:ck competitors and other r a i l TOFC competitors operating in 
the specific :lty-palr. In addition t j competitive respcnses, 
the factor accounts for incomplete market knowledge of new TOPC 
service, certain snippers' Inertia i r shifting their t r a f f i c to 
r a i l TOPC service, and other Institutional ocnstraints. 
According co applicants, this adjustrrent provided a reasonable 
estimate of the likely truck-to-rall t r a f f i c diversions In this 
case. 

Applicants next went through a st-rles of analyses, focusing 
on markets *here they could attract s i f f i o l e n t volumes of truck 
t r a f f i c to warrant new or improved r a i l TOPC service, and where 
their analyses of r a i l rates suggested Chat c.he new t r a f f i c would 
be profitable. Many short-haul, low-vjlume clty-palrs were 
omitted from their study at this point Based upon c.hese 
analyses, applicants decided to adopt .'9 new or improved TOFC 
schedules. Although a large number of pricing adjustments wer»* 
considered only one was made, and that was In applicants' service 
from Dallas to Los Angeles, In that na-ket applicants determined 
that a 10 percent price r-ductlon would be .varranted to balance 
•rheir current t r a f f i c flow of TOFC buslress between Dallas and 
Los Angelea. 

The study indic6.ted that there -ere 27 t r a f f i c lanes, or 
origin-destination pairs where truck divi-rstons might occur as a 
result of the merger. These diversions vould constitute 45,948 
truckloads of freight t r a f f i c etch year, yielding $45,4 million 
annually to the applicants. 

No party to the proceeding submitted evidence contesting the 
results of applicants' truck-to-rall t r a f f i c diversion study. We 
have carefully reviewed the record includiig the assumptions and 
procedures employed, the description of thi shipper-; reference 
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«odel. and the cross-examination f a p p l can s ^ w l t n e e s ^ ̂ ^he 

study appears to be "'^ .=°"='^,^'^3|^l*grye"a f a i r i n d ication of 
concluded that the results ot the study give 
the amour"- of -evfnues ^n.ch the me.ger 
motor car er inUustrj 

Denver and Rio Orande Western 

DRQW conducted a t r a f f i c ^;;-",^^^,:rmLrer"rrPT'and ATSP 
carload and revenue l ^ P a " '^^^^y 'aed both ^982 and 1983 as on Rio 3rande, The diversion study US ^ ̂ ^^^^ ̂ ^^^ j.,^^, 

study years. The yea. l^°- ^ . ' ou i s Southwestern's 
the DRGW's Kansas City access the St. .ouls - _ -jp/MP/'.P 
Kansas Cliy to St '"Oul» route f,'=,,„ed of a l l DRGW 
-..=fger. The 1982 t r a f f i c study data base received i n 

i n t e r l i n e • " " - " f . / ^ ^ R ^ i ^ f ^ . ' ^ . L - a c c o i n t l n ; settlement period 
interchange by the DROW ror ,a*2 M l rRGW's loca l 
January 1. 1982 through December 31. 1982. A l l ^ ^ ^ ^ 
t r a f f i c , company ™»t3rials, express t r a i r j.,<..eived (I/R) 
rates, i n t e r l i n e -;ô «*̂ //̂ ,.̂ ,i:̂ Û2"',o connections at Colorado, 
t r a f f i c received from or de.ivereo unaffected by 
Kansas or Missouri -^"rctlons were consider ^^^^^ 
the proposed transaction and were not studi ^ ^ ^ , r i o -
i n t e r l i n e t r a f f i c was '51̂ -̂ *<*,̂ "'=°,p " j , ^ , T/R t r a f f i c . These two 
lnterm..dlate (I/M) " o ^ * " ? " " J ^ l l ' ^ a ^ p i e frames. These samp-e 
classes cf t r a f f i c =onstltuted -he sample r r boundaries 
frames were divided Into f°"^'"'",**f , f revenues oar In 
determined from a frequency J ^ ^ ^ f ̂ °"/o/f rule . " 3ar,Dle 
,10 increments aslng the ^ ' ^ ^ ^ ^ • i , ' ^ ? ; ^ ! consultant and random 
Sizes were determined by ̂''̂ ^ » ' ^ t n ^ e t o t a l sample for the 
samples from each stratum -^Cr^^^^^^^^^^ts The saiple frames 
1582 study =o"»;'^«t,«nl^s;lec^orfor the 1983 diversion study 
and procedures ;0'' «*»P^* ^ ' i f ^ ^ d ^bcve r e l a t i n g to the 1982 
T t r d y l ^ e x ^ ^ p r t ^ l t ^ r d r t r b i s e referred 

^ ^ r ; : t : r s i : p I e ' ^ f o r ' t h r ? 9 ^ 3 l l l l r l T T t t . . contameo 2,035 car 

movements. 

A l l t r a f f i c evaluations were ' " ' ^ ' ^ ' . f ^ ^ f t e 5 r r e t l 4 * u p o n : 
Manager o? DRGW. The following "^""P^^f^'^^'ney a;e now 
?!r!RGW's routes and service - ^ ^ ^ e r a n f Pueblo!'( 2) ATSP -ould 
between Ogden and Kansas ^ 1 ; ^ - f ^ " ^ * ^ Portland and additional 
serve St. Louis, Memphis. New ' e x t e n s i o n s to 
•lexican border =^ossings. and SP. would . ^^^^^^ . 

Chicago and Denver ^^^-l * "̂ "̂̂ ^ '°fi^itation agreement; and (4) 
,3^ There would be no SFT-DRuW f j " ^ ^ t e d from the DRGW 
The t r a f f i c to be considered ""^^^'»^r^;f.^^^or not such t r a f f i c 

a result of the ATSP-SPT merger. - " f ^ * % ^ % 2 c t o r s which 
was diverted to the " " ^ f -^^^^Ulooed and then used for 
infl-uence the routing of . r a f f l e wa-s >-evê  evaluation was 
maKlns d i v e r t l b l l i t y 'leterminations. ^hen variance 
completed, the mean revenue oss ?e^ ̂ ^ ^ ^ % t r a t u n . On the basis 
for these losses -ere ̂ al^u.ated for ea ^^^33 
of these s t a t i s t i c s , the 1982 study^ eoulte^^^ -.qSS study. DRGW's 

^:rirtergro°s^ S;^.::'rss"amounted to ,35,340,000, 

:n addition to the ^ ^ ^ l ^ ^ ^ ^ ' ^ r T " : ^ o'f 
sup-^lemental study to t f 'Jltch would result from 
successive ' ^ r p ^ o j e c t e d in I t s o r i g i n a l t r a f f i c 
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t r a i n per Jay each way between O^den and Roaevil le , CA. 
According to DROW, th i s service reduction w i l l resul t In an 
addi t ional loss of 31.755 o a r s / t r a i l e r s or 1983 gross revenues of 
,36,419,784. In sun, DROW estimates that i t w i l l lose annual 
gross revenues of approximately ,121,8 m i l l i o n (198j) i f i t s 
conditions are not granted. 

Applicants contfnd that DRGW adopted unreasonable and 
unrea l i s t ic assumptions in i t s t r a f f i c study. The only evidence 
which applicants submitted in support of th is contention was a 
footnote contal.-'.ed In the rebut ta l statement of SPSP's t r a f f i c 
witness. The footnote stated that DRGW's diversion decisions, 
l i k e Ki'S's judgments, were made on an a l l -o r -no th ing basis. Tha 
applicants argue that these decisions caused a misrepresentation 
of tne f i n a l results of the study, Purtiier, the applicants nave 
the same c r i t i c i s m of DRGW's d i / e r s lon study that they had of the 
t r a f f i c studies of MKT and KCS. Applicants believe that tne 
aasurapcion that SPSP would close i n t e r l i n e routes is u n r e a l i s t i c . 

The closed route assumption Is permisslole, although i t i s 
prone to create a degree of overscacement of the revenue losses 
which a protestant ra i l road may s u f f e r . Applicants' c r i t i c i s m of 
DRGW's diversion decisions is l.-imateria) , We .have concluded in 
previous decisions that the same procedure used by DROW, as well 
as KCS, is acceptable, provided th i s approach is used on the 
ent i re sample of relevant movements, Chicago, M,, St, P. 4 Pac, 

Heorganizacion — Acquis i t ion by Grand Trunk Corp,, F,D, 
Ho. 2561(0 (Sub-No. 9) (Sept. 9, 1984), s l i p op. Appendix E at 
34, Applicants presented no evidence r e fu t ing the r e l i a b i l i t y of 
DRGW's t r a f f i c study or the v a l i d i t y of I t s diversion Judt,raents. 
Therefore, we conclude that the .-naxiraum tross ann>.ial revenue loss 
which DRGW could incur would be approxlirateiy ,121 3 m i l l i o n 
(1983). 

Purchase ard Trackage Rights T r a f f i c Analysis 

ORQW 

DRuW oerformed a t r a f f i c diversion study w- 'ch examined a l l 
r a i l t r a f f i c moving via a l l routes Co/from tho'-e markets in which 
DRGW now par t ic ipates and in which ic oculd continue to exert a 
competitive influence fo l lowing a oPSF nerger i f Rio Grande'^ 
purchase .and trackage r igh t ocnditions were ^ranted. Thus, 
DRGW's study Involved a determination of i t s projected - la rkf t 
share of the universe of t r a f f i c to fad from the areas serv.-d by 
the l ines over which i t is seeking access. To project the 
transcontinental o.irload t r a f f i c DROW would handle i f I t s 
conditions were granted, Rio Grande be^jan witn 1982 t o t a l r ^ l l 
t ranscontinental carload t r a f f i c to/ f rom Central Pacif ic served 
counties In C a l i f o r n i a , Oregon, .Mevada and Utah, This 1982 
carload t r a f f i c was ..teveioped from the applicants ' enhanced 
wayb i l l sample. 

After adjust ing the 1982 data to account f o r eastbound 
agr lcu l^u-a l products t r a f f i c that ORGW did not ant ic ipate 
handling in s i g n i f i c a n t vol'umes even i f i t s conditions were 
granted, Rio Grande then red i s t r ibu ted tne t r a f f i c by state based 
upon i t s July-December I983 t r a f f i c oonposicion. This 
r e d i s t r i b u t i o n was necessary because there has been a 
transformation in URGW's t r a f f i c composition as a resul t of the 
Union Pacif ic merger and the trackage r ights granted Co Rio 
Orande as a condit ion of that merger. The changes in t r a f f i c 
composition caused by the merger were that DRGW's t r a f f i c to/ f rom 
northern Cal i forn ia and Oregon has increased, and i t s t r a f f i c 
to / f rom Nevada has decreased. The rediscributlor . of 1962 t r a f f i c 
data ref lec ted these change.i. The next step was to adjust che 
red is t r ibu ted t r a f f i c data to f?llr.lnate t r a f f i c to/from Central 
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PaclfIc-se-v^d counties that is not to/from Central 
Pacific-served points within those counties. This *a.- done 
because DRGW anticipates that i t w l l i only handle 
transcontinental, t r a f f i c to/from points d i r e c t l y se-ve.; by the 
lines affected, 

DRGW anticipates that the ocmpetltion f o r t r a f f i c from t.ie 
markets where i t is seeking conditions would be among SPSP, 'Jnlon 
Pacific and Rio Grande. Therefore, in order to determine how 
DRGW would fare in that competitive environment, and to project 
the amount of such t r a f f i c Rio Grande could be expected to 
handle, the DRGW examined I t s narKet share In the most m^arly 
coffparable -i x l s t l n g competitive environments. The market shares 
analyzed were between Utah common points (Salt Lake-Ogder.-Provo 
areas) and points east of Colorado; between Denver and Central 
Pacific served counties in northern California-western Oregon; 
bet-.»«en nort.nern Nevada and points east of Colorado; and oetween 
Utah common points and Central Pacific served counties in 
northern California and west.-»rn Cregon, These areas were chosen 
as iJ-^stances wnere DRGW as a smaller r a i l r o a d is competing with a 
much larger r a i l r o a d as the only ot.her r a i l r o a d , and where both 
the much larger r a l l i c a d and Rio Grande originated or terminated 
t r a f f i c in these markets or, in the case of Nevada, were b-th 
essentially overhead c a r r i e r s . 

Jslng the 1982 carload t r a f f i c data, DRGW determined that on 
Utah-east of Colorado t r a f f i c described above, Rio Grande's 1982 
market share w.\s 42 percent; on Nevada t r a f f i c , 47 percent; on 
Denver t r a f f i c , 60 percent; and on Utah-Californla/Oregon 
t r a f f i c , 50 percent. DRGW's t o t a l market share for a l l :f the 
above ins 47 percent. Once these e x i s t i n g market shares were 
established, DRGW's t r a f f i c expert, in consultation with the 
company's sales o f f i c e r s , determined that Rio r.rande should 
genertily obtAln. through vigorous competitive e f f o r t s , 
approximately 40 percent of the t o t a l r a i l marke- susceptible ta 
DRGW handling to/from points served by the proposed ac:ess lines 
where there wou.d only be the SPSF as a competitor, and 25 
percen-. where th«re would be SPSP and another r a i l r o a d as Rio 
Grande s coiapetl-. ors, In making these Judgments as to DRGW's 
prt;Je.:ted market ihare, Rio Grande considered i t s a b l l i C i and 
Incentive to compete as a small r a i l r o a d against a much larger 
r a i l r o a l or r a i l r o a d s , the support i t would get from I t s eastern 
connect'.ons, and Che desire of shippers for a competitive 
alterna-ive. Adjustments were made to the Rio Grande's projected 
market thares with respect to specific t r a f f i c segments over the 
proposed access lines to r e f l e c t p a r t i c u l a r factors whlcn 
Indicate that the Rio Grande's market share would be llke:.y to 
d i f f e r f'om the projected norm. To determine the accual volumes 
cf carlotd t r a f f i c '..at would be affected by DRGW's conditions, 
DRGW then appUer i t s projected market shares to the 
r e d l s t r l b J t e d 1982 t r a f f i c data. 

With regard to diversion of TOFC t r a f f i c , DRGW found that 
the foregoing methodology was not feasible because che available 
data do not account for the praCice of r e b l l l l n g TOPC t r a f f i c , 
and because such t r a f f i c is -lot t i e d to points on pa r t i c u l a r 
li.-ies. Ho*>ever, DRGW states that a reasonable estimate can be 
made based on Judgment and experience. Rio Grande's conditions 
would give '-t d i r e c t access to General Pacific ramps and wouid 
allow i t to act miependently of SPT to/from the 
southeaat/sc'thwes:, where SPT does not now cooperate with Rio 
Grande. The c r a f f l . : data DRGW re l i e d upon Indicated Chat the 
addition of ''.he southeast and southwest (excluding Texas) to the 
midwest and eastern markets where S?T does cooperate with Rio 
Grande adds 21 percent to DRGW's market p o t e n t i a l . Based upon 
th i s f a c t . DRfW estimated that i t would increase i t s volume of 

- 11 -



Finance Docut No, 30400. et a l . 
Appendix E cont'd 

TOFU t r a f f i c t-j fr-jn- • i i t of Colorado oy 20 percent i f i t s 
conditions were a,prcv4d. 

To pre,;sot Flo Grande on-line and adjacent jrea overhead 
carload t r a f f i c , DRGW analyzed i t s 1983 ColoraJo/Utah c r a f f i c . 
Because Rio Grande's Colorado/Utah common point-northern 
California/western Oregon/northern Nevada market share is alrea-'.y 
nearly 50 percent for 'Jtah common points with one r a i l competitor 
and 60 percent for Colorado common points with one or two r a i l 
competitors, DRGW concluded that i t would r e t a i n , out not 
Increase, I t s current market share, and would receive an extended 
haul over Central Pacific lines of any t r a f f i c o r i g i n a t i n g or 
terminating on Southern P a c i f i c , Sant.i Pe, Burlington Northern, 
or t h e i r s.lort-llne connections. Utah common point-southern 
C a l i f o r n i a t r i f f l o market share was also projected to remain at 
1983 levels, with any t r u f f l e moving via northern Nevada being 
converted to a Rio Grande extended haul. 

To estlnate coal and i i n l t t r a i n t r a f f i c , ORGW reviewed 1983 
westDcund coal movements and divided the receiving markets west 
of i t s present l i n e into four basic categories: (1) Idaho; (2) 
Oregon a.nd Washington; (3) northern California/Nevada; and (4) 
southern C a l i f o r n i a . Baaed upon I t s analysis of these areas, 
DRGW .;rojected that i t would be able to increase i t s volume of 
coal .-noveoents. 

As f o r tr-:K competition, ORGW examined i t s experience with 
motor carriers In 1983 when I t s route was extended Into Kansas 
City. Rio Grande found Chat I t gained aproxlmately 2.300 
t r a i l e r s between Kansas City and Hlo Grande's Colorado and Utah 
ramp points i n the miscellaneous f r e i g h t and f r e l g h t - s l l - k l n d s 
categories and approximately 200 more in specific commodities, 
most of which moved during the last h a l ' of 1983. About 70 
percent of t h i s t r a f f i c had previously m'-ived over the highway. 
I f i t s conditions were tc be granted. ORG'' anticipates, basej on 
the a b i l i t y Rio Grande would then have to provide s i n g l e - l i n e 
service between Kansas City and the west coast, that i t would 
a t t r a c t at least as much business from over the highway movements 
as I t s 1983 experience r e f l e c t s . 

Subsequent to I t s i n i t i a l t r a f f i c study, DRGW prepared a 
supplemental extension t r a f f i c study in order to estimate the 
' r a f f l e changes i f i t s trackage rights 'were extended to 
Sakersfield and San Francisco. DRGW u t i l i z e d generally the same 
methods and procedures as were used in i t s i n i t i a l .ntudy. Based 
upon the results of i t s i n i t i a l and supplemental t r a f f i c studies. 
DRCW projects Chat i t would gain grosj annual revenues amounting 
to ,213.7 m i l l i o n . The following table shows the gross annual 
revenue change.'! on affected c a r r i e r s . 

Revenue Changes of DRGW's 
Requested Conditions on 

Affected Carriers 

Railroad Gross Revenue Changes 

SP-ATSP 

UP-MP 

5 Other Carriers 

(»169.493.8) 

(44.194.4) 

(18.6) 
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submi??er;^ l l Z L : T e ! t l l T , ^ ^ f ^ i ? , " i " ? ^ ' ^PP^^-nts 
''̂ '̂ y or the valldl-v of Tr^ i . ^ ' " ^ " ^ D«°Ws gal-,s 

Pfrthermore, no par-v to rh»̂  diversion Judgments 
Of t r a f f i c gains' aLr'e D R G S ' ^ ^ ^ f d i s p u t e d DRGW's Estimate 

".n... c , 3..«.„ , ̂ ^^^^^^^ 

K-5 conducted a tra'-'i,. .» j 

samples were irawn K-<: H? r ! ^«^«" t universe from wh!-.; 

'^Trrit " 7 = ^ - " " ' ^ ''Pon ! u d ^ ^ : n ? ' ; f " - -m^.ct^-n\o" , iJo 'u^ - r a f f l e Chat would l i k e I, " J^Jagment as to che pronor t lon 

s t r a ' t l ' ^ ' - ' o - r e .1n ,^ r sc ' J :L ' " s - r i o u s ' s t a ' t l " t i c " s ° ' 

:ppi!̂brrto=:,̂=,"̂ --. -""̂'onâ^̂\̂L̂«!J%̂,-=? 
»a.Ple car movem^^^r- I ^ ^ ^ e ^ e l t l £ € B : ' ' 

To cond-ict che studv k-"^ -, . 

those .'aced on a d - n . / 5 . '''^ ' exlstl.ng t r a f f i c - * ' "* 

place Che a b i l i t y to close 'ofn^'°"'P' ' '^'^-"^'•' -'rom t.he^mar'ket 

Study movement sheets 1 =;M<: 1 

a v a i l a b T " ' ^ - ^ ' " ' ^ Aud%'tor'of^Re^e'nue^^''^"^'^' « - P l e 
avallabxe papers ( i . e . , w a v b l l ' , department ."urnlsned a l l 
d i f f e rences ) f o r each SMS I t h f ' ^ ' " ' t rac t s , 3tace..ent of 
stage evaluation of each'^MS ' ^ h e ' ^ ' n l ^ ' f ' / ' ' Performed I .,pee 
lnclud:!H°' ' *""^>»ts Of the M^rg^- s :Cd ' ^S i / ' " ' ^ ' - ^» t lo - ' -as :nade by i.nciuded answering r-,,^ >->a = . o..uay aroup, ' " h ^ i - ^ l •' 

papers were made avluab" ^ | \ . h e ^ ) l c r Pre ' , ^'^^^^'S "'^^^^ a l l 
Development f o r his f i n a l evaluarion ^ '^^f"ent-Market 

evaluat ion, m determining t.he loss on 
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each sample study movement, the specific perce-.tages cf 0% and 
lOOS were used. 

The basic design of KCS's t r a f f i c study related to t r a f f 5 c 
that would have a geographic configuration consistent with 
that presented by the merging companies and would cover market 
pairs where KCS would compete with either or botn of the merging 
pa r t i e s . Since part of the t e r r i t o r y , and hence movements for 
the applicable .•narktcs, would have had t̂ .e pctentl.il of being 
included in i t s study results for z.ie UP/MP/WP merger, and would 
have been subject to losses to that merged system, KCS nad to 
take such p o s s i b i l i t i e s into account In the evaluation given to 
t r a f f i c in the SPSP rcerger. Therefore, included in I t s analysis 
was an evaluation of whether each p a r t i c u l a r movement in the 
^tudy sample would have been Judged to be a whole loss or p a r t i a l 
loss to the merged UP/MP/WP system. KCS used the lame standards 
in .-^viking such decision aa I t used In that proceeding. I f any 
moveiient would have been Judged to be ̂  t o t a l loss Co UP-MP/WP, 
i t no longe.- was a candidate for cons .deration i r th i s .-nerger. 
However, i f any movemen.; wouid have bjen Judged onl; aa p a r t i a l 
loss to UP/MP/WP, I t was given considarf.tion in zhia proceeding, 
but only that portion remaining a f t e r spplloatlcr. of KCo's 
findings as to UP/MP/WP, 

Once '-'oe evaluation process was -completed, revenues were 
as.iigned to »<ich sample movement for wnsch a loss was 
determined, Ti-.e revenue loss -was then expanded to the_ijniverse, 
thus producing AT estimated gross annual loss of ,27,1^5.743 f o r 
KCS. According to KCS, this estimated gross loss would translate 
Ir.to an annuai net revenue loss of ,1,953,916, 

Applicants assert that KCS embraced unreasonable and 
u n r e a l i s t i c assumptions in i t s t r a f f i c diversion study. The only 
evidence applicants subml:ted in support of this claim was a 
f-iotnote contained in the rebuttal statement of SPSP's t r a f f i c 
expert. The footnote polntftd out that a l l KCS's diversion 
decisions .<ere made on an all-or-nothing basis. The applicants 
believe chat t.hese Judgments n s t o r t e d t.he results of the study. 
In addition, applicants have t\9 same c r i t i c i s m of KCS's i r ' f f i c 
study that they had of MKT's study. Applicants claim that the 
a:?sumptlon chat SPSP -will olise interll.ne routes Is u n r e a l i s t i c . 

We state. I n f r a , in our anaiyHa Df MKT's oppositl-vn tv^Ctic 
diversion study that t.he closed route assumption is permissible. 
However, we have found that this assumption has a tendency to 
cause a dejiree of overstatement of the revenue losses a 
protestant -allroad niay experience, A.s for applicants' c r i t i c i s m 
about KCS's diversion Judgments being on an all-or-nothing basis, 
•we have found In prior decisions that t h i s procedure was an 
acceptable approach provided this approach was used on the e n t i r e 
sample of relevat:t movements, Chicago. M,. St. P. 4 Pac. RR --
Heorcanization — Acquisition ')y Grimd Trunk Corp.. .̂ .D, .io, 
^g6i<S (Sufa-N'o, (oept. j " l j H l i ) ~ l l P op- Appendix E at 34, 
Applicants presented no evidence dls.orovi.ng the r e l i a b i l i t y of 
KCS's t r a f f i c study or the v a l i d i t y cf I t s diversion Judgments, 
Consequently, we fin d that -̂ he maximu-i gross annual revenue loss 
which KCS could experience would be S.~T.l m i l l i o n . 

Missouri-Kansas-'.•'exas 

Katy prepared a t r a f f i c study to e.itiraate the revenue losses 
Chat the MKT and Oklahoma, Kansas and Texas (OKT) would suffer as 
a result of the proposed consolidation o.' ATSF and SPT, The 
study covered a l l movementj (carloads and t r a i l e r loads) that 
were s e t t l e d during 1983, including both local and i n t e r l i n e , 
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Katy divided the «^ and OKT t r a f f i c J-^.^^^^-^JSo^Somly 
strata, "ea^-.tlvely. A pilot s y conducted. Th.-

!tîr:̂ûrtr̂ê ê n : • Ĥ̂^̂̂  
? - - t l o t ^ : L d r J ^ v e S ^ r y r ^ i h i .^o =̂  collecting^ 
and the computatlcnal procedures ,^^2^ 
showed that the sl-e of -he fin a l . ^̂ ^̂ ^ .̂ovements --ere 
:?:::d'"^rnot"a.^?;:^er£ he proposed consou 

^r^oln^^MKT^O^K^- .S:e^rn^s"trr;e ^tra^fSf "KT traf flc -hlch 
involved MK? -vement participation --^/^-re^.Tn^t'lsMS) 
study. For each sample ^ovement a study .^oveme ^^^^^^^^^ 

r r l f ^ f u ' r t u ' d i r l ' e ^ r ^ l ^ r ^ e ^ S ^ r ' s ^ s b^ the Commission. 

routing of cars and choice ox "Control of rates and 

''"IZ %^n^lTllT.ill7e'.'^^^^^^^^ 
routes. MK̂  also consiuBicvA ^ . mt-rchanRes, which 
such as tracing ̂ ;̂;̂ P-""'„̂ '̂°̂ ?*"=L hir.ers' for 
railroad serves the l̂ d"»try, and the »' j ; ^ a b i l i t y ol 
competitive routes, ^ r t h e r . MK. applicants closing 
applicants to close and the past history PP̂ ^̂  
joi n t routes in assessing *''^*^^;Vni,*^ '0 reasons for diversion 
future. A l i s t of ^^"^"^f^-^'^tas '^m^iled â S used 1.. Making 
and 6 reasons for "ondiversion was -ompi^ ,udgr..-nts, 

annual revenue loss of «19.J/_̂ '--" ;° ^̂ 3̂3 ̂ QUKJ occur 1,-. the 
ri^r:?"erfo!?ori;;rthe1rS:seno^n^olidation and tne remainder 
wouid occur '-n the second year, 

. n . e ^ : T : l l ^ ^ S ^ 
:̂ î g:;ir-Li;fSo?^^^^3 a -
f-!:^t^^f ̂^atl I ou£ 4 t̂ ^̂  
^ ' " * % r % n f t o t a u r t h onslstent With the applicants' expressed 
operate, and totally inconai ^es, and maintalnl.ng 
policy of ̂ al.ntalnlng f-;̂ «̂̂ J°"ice ^la a l l efficient 
competitive rates ar.a ef.̂ clen„ ^̂ ^̂ ^̂ ^ ^̂ ^̂ ^ ̂ ^̂ ^ assumption 
i l T n e ' t l l .a'fatll f!aw in^KT's diversion study. 

'We disagree With applicants that ,,ed 
.assumption is a f ^ ' ^ ^ i ^ f , f ? ^ diversion studies sutmltted as 
tmc "»-P̂ -̂ °",,̂ ",,̂ *̂̂ ,Iir:',̂  oUdatlon proceedings. We have 
evidence In different J.*-̂ ^ , However, we have 
found this ..sumption ô be Pe ^^sslble.^ ̂  

-^^^t^^^m^^fof t ^ r r v e lo.ses prote^ 

^ r i a ^ b t r i t ; of*^f.l^"rrra??irs^:dy"or%he v . i d l t y of i t s 
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approximately $19.4 m i l l i o n . 

Trackage Rights T r a f f i c Analysis 

MKT 

over the Unes of the applicants To ?eterm.r.e th i s t r a i l -

railroads as we l l . lo a.tjm./ii^ «_.rri,' f-ar-led by the 
- r a f f l e study based on a sample of t r a f f i c ^ ^ f ^ - ^ ' _. 

in 1983 This study was based on a t r a f f i c tape 
applicants i n i n i s s y ^^^^^^^^y, MKT'S second 
obtained from ATof ana^r. onro^B wavbill Sample, which was 
traffic study was based upon our i98^ Wayblii^amp . 
tne most recent data ^ " ' f ^ ^ ^ f - ' V 309 movements! while i t s second 
sf.dy, MKT selected *,""f« J ; ^ , ^ Once th«s movements were 
trn ^ i ? r e d ? * " ^ p u r e ; : l r ^ : : : ^ T ^ e r l l U n t information for 
each movement were used. 

other items which 1"^ '^^P^^f'' ''"o^rol of r a t s , and t h * 
avoidance of Interchanges, single --1"" -orgd some 
Shipper's desire ^or competitive routes MKT deve.^ ^ 
general assumptions to govern t h e i r j u J ^ 'Aversion and 7 reason* 
l i s t of factors <=ontalnlng 9 reasons l o r u . d i v e r t l b l l i t y 
for nor.dl-zerslons was compiled and used J ^ ^ ' ^ ^ ^ l l y dlverMble, 
judgments. For each 50 25, 15 or 10 percent 
MKT applied percentages of either lJU, 5U, 
to represent the amount of diversion. 

Before che evaluation of the t r a f f i c Printouts took place. 
MKT decided to ̂ 't'^^^-?^'^.rchr ra^kfge'Tgh H e q ^ e s ^ d elic^pt 
assumed MKT obtained a l l of f ^*,nJ*of trar.<age rights 
for r,agle Pass, ^he second assumed ^ ^^'^^^^^^^ wer. necessary 
except for Corpus ^' „-^*chrlscl rights with Eagle Pass because MKT was seeking <=orpus C h r l i t i ^ i g n 

only as , ^ ^ ^ ^ f 1^1? anS SP^ sample! «KT found that 1,053 Eagle Pass) of the AJSP and ^ r . sampi^^ examination ( a l l 

movements "0"^5,^« f j ^ ^ ^ ^ ^ ^ a ? simple revealed that 1,051 except Corpus . h r l s t l ) of that^ampi examinations 
:novements would be rerouted. -^e^ ,21.3 B i l l i o n f o r 
indicated that the t o t a l 1983 ̂ "^'^V'^^^^ ^̂ e second 

f l r ^ t examination and ,22,1 m l i a 

examination, : % i v e r t i b l e i f a l l except Eagle Pasi 
movements were f°tentially . i v e r t . p o t e n t i a l l y d l v e r t l b l e 

t ' a t •.U.on for ...1 .xc.pt Corpu. CBrlst.. 

Liberal-Topeka ^^^okage " i g n t s ^ . H - . • „^„,„.,,lon of 
adjustments ^ r ^ , ? ! ' ^ ^ v l n g on the line in 1983. MKT believes 
t^n^u''t:;;!usion'li;errm^re accurate foreccat. 
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(1) The present s i n g l e - l i n e SSW service from the 
Liberal-Topeka line to Texas points and Gulf pcrts Is highly 
clr.-ultous. Accordingly, MKT believes t.hat i t 3 d i r e c t single 
service with trackage r i g h t s would be more att.-actlve tc shipper, 
ar.d would generate t r a f f i c not refle c t e d by i t s examination of 
the apDlljants' t r a f f i c In 1983. MKT estimates chat " cou d 
generate 800 carloads a year of grain from the 3e.iment of the 
li n e west of Hutchinson to Liberal destined to Gull ports. The.e 
cars would take t r a n s i t en .-oute at Hutchinson. KS, ^ f ' 
res u l t i n g i n 800 carloada from l o c a l elevator origins to t r a n s i t 
points ^nd 800 beyond t r a n s i t points. Gross revenues from -hese 
1,600 car."5 would amount to ,1.708,800. 

(2) The data provided by applicants did not Include any 
overhead c r a f f i c (with the e'^oej^o^of Texas North Western^^^ 
Railway t r a f f i c connecting at L i b e r a l , KS). WKT beUeves that i t 
wculd be able to handle some of tne mov.̂ ment of soybeans f^ro 
els^ern liebraska and Iowa points to Wichita. KS, After shipper 
discussion, MKT determined that I t could obtain approximately ,00 
cars f o r ,738,000 gross revenue. 

The results 3f a l l of th". studies and examinations i n d l c ^ t ^ 
that i f MKT were granted a l l of I t s trackage rights requests 
except Eagle Pasaf I t would ^ . I r ,28,0 mlUlo,. additional 
revenue. I f a l l trackage right-i .-equests were granted exc«i.t 
Corpus C h r i s t i , the revenue ga'.i would be ,2 .5^ 1 - l l o . u .he 
table below shows MKT reven-ie gains from ope.-ationa iver ,ne 
trackage rights sought excluding Eagle Pasa: 

MKT Annual Goss Revenue Gain 

Revenue Gain? from 
Revenue Gains Applicants and Other 

Segment from Acbllcants C^rrier^ 

Mexico/Corpus C h r l ; t l 

Liberal Line 

Beaumont 

Bayport L i n * 

Ward Spur Line 

Total 

, 4.2 

5.8 

5.3 

n,6 

1,1 

,28.0 

Applicants submitted e.'ldence In opposition to the MKT 
t r a f f i c diversion study. Howe-/er, I t was -f^S^vL s' on 
comment Nu Other party f i l e d evlde.ice refu;i.-.g MKT's dlveis.on 
-^^matia Aocordligly, MKT's diversion ..rojectlons »re accepcod 
L 'at"«tlmates of t h ; amount of gros. revenues chat MKT couid 
realize i f i t s trackage rights were approv.-d. 

Texas Mexican Railway 

TM oerfopined a t r a f f i c diversion study to assess the revenue 
.mpacl of theTropo.ed ATSP/S.'T merger, s.nd t.he UP/MP n.erger on 
Ch, T«xa8 Mexican hallway. The diversion study used as a data 
b'ase I n the 26!397 w a y b i l l . Included in TM's accounting system 
^!?ween January 1982 and December 31. 1982. Prior to the 
^tudv the waybills »ere c l a s s i f i e d aa north, south and loca l 
waybills m s = a s s i f i c a t i o n was maintained in the s.'.dy 
because a l l the t r . f f l c waa considered relevant. An Inventory of 

- 17 -

M̂iilfMS|j0ll||̂  


