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waybUla shewed that fro* th* total population of waybills. 
21.960 had b**n grn*r*t*d by aouthbornd traffic. 3.340 by 
northbound traffic and 1.64? Sy loca'. tpafflc. Th* aaapllr.g 
procedure waa designed ta yl*ld an «acl«ae* of Jlv*pt*d traffic 
r*v*nu*a with a saaplt.n^ precision of *pproxl««t*iy 10 p*rc*nt 
r*l*tlv* error with a 95 percent confld*n«* l * v * l . W d*t*n»ln*d 
that 444 was th* appropriate total sampl* «U* n**d*d to *cni«v* 
this ieupe* of pr*el3lQn. To maintain c^nttant th* probability 
of drawlnji each waybill. Ch* aaapllnt d*alin*d c*ll*d for 
lnd*p*nd*ni rando* sanpl** of als*a 36* for wayollla orglnat*d In 
t!i* southbound traffic, 53 waybllla for th* .̂ orthbcund craffic. 
and 27 waybills of th* local irafflc. Tt»* approprlai* sampl* 
sl»* for **c;. traffic slasaifi.iation waa d*t*rmln*d by rh* 
r*Utlv* ••Ight of •v^ry traffic elaaalfIcatlon within th* total 
poi^ulacion of waybill*. 

Th* Traffic N*n«g*r for vn was t.h* sol* evaiuator, H* 
e*e*«>llah*d .'our baatc rul*s co evaluat* Ch* traffic mov*«*nt 
Indicated on th* waybiiia. Rul« l specified th«e ail OONASVPol. 
traffic could b* auoji^cc ta 50 p*ra*nc diversion, Thla rul* wia 
Justified on tft* ground* cnat th* CONASOPO traffic la oas*d » 
th* d*»tln*tian and point of sncry ap*olfl*d on ch* old* on which 
CCNASUPO baa** Its puroh*s*s of grain. TN a*ll*v*a chat ehls 
traffic will b*ccm* v*ry wuln*r«6l* to dlv*ralon b*caua* both 
'JP/NP and th* propca*d SPSP can »*rv* ow.l*r T*xaa bordar pore* 
at lowar rat**, Rul* 2 indicated that lo-al traffic could b* 
subject to 5 percent dlv*r»lon. Thla rul- waa b*a*d on th* 
assumption th* SPSP may indue* a dlv*r«lon of ch* local traf'ic 
via Brownaviil* or Eagla Paan. Rul* 3 tall*«l far no diversion of 
traffic Which aov*s under a 19'*'' SPT-TM «gr«*ii*nc. Rul* 4 
oonc*rn*d a l l other traffic which would b* tubj^ct to 100 p*rc*nt 
dlw*rslon. 

Aft*r tne evaluation, four st*ps w*r« undertaken ei estia«.t* 
cn* r*v*nu* loss**. 1̂ 1* first step waa to d*t*rmln* th* 
proportion of ch* southbound, northbound and local waybllla 
3ubj*oc to traffic diversion according to *ach of th* ••valuati..n 
rules. Th* second step was th* d*t*r«ln*ttor. of TM's antlclpae*a 
loss on every waybill asaualng that th* UP/NP and th* SPSP 
mergers nad taR*n liac* t.'-.e y**r b*for*. ""h* inlru »t*p wa« ca* 
ietermination of ta* m*an doilar lossas for •ach type of 
traffic. Th* fourth st*p. w*j ch* •seiaacion of th* *xp*cccd 
total loaa*a artalng from th« Jf'HF and th* SPSP Bi*rgcps. Th* 
results of th* study Indtoat, a potantlai loas In rev*nu* of t6.) 
million .'or TM arising from the propoae-1 SPSP m*rg*r and a 
r«v*nu* loaa of $2.9 atlllan for W from th* 'P MP o*rg*r. 

Applicants argu* chac TM's proj*ot*d loaa** ar* groaaly 
overstated and unreaaonable, particularly b*caus« TM pr*a*nted nc 
evidence supporting Its asauaptlon that shippers would sudd*r.l, 
desert TM's rail s*rvic* as a .-esult of ch* aer^.r. SPSP claims 
that TM's Intarnal aasessment of th* merger waa that it would 
benefic TM bi placing it In a stronger ecapetlClve poaltlon 
against UP/MP, the dominant rail carrier compatlng via th* L..r*do 
Oacewty. .Accordingly, applicant* aak that TM'a traffic study b* 
glv*n no w*ight. 

We havf reviewed th* evldenc* p*rtalnlng to TM's traffic 
diversion jtudy and conclude Chat ch* reaulca of the study ar* 
questionable. Th* studv was basad upon th* asauaptlon Chat th* 
m*rged company with lowjr races, would r*rout* M*xican traffic 

V Th* Mexican Government's grain purchasing compuny. 
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fro« th* L*r*do gaCeway to other ^o.-der crossings whl-.i are 
a*rv»d dlr*ctly by th* applicants. The tacorl indl--<t*s that 
SPSP would hav* direct s*rvloe to four Mexican gateways vEi Paao. 
Presidio, Eagl* Pass and Brownsvill*). how*v«r, on 
oro*»-*x*«.natlon th* Chief Ex*:utlv* Ofric*r of W c*aclfl*d 
that h* regard* Eagl* Paaa and Brownavll.* as Ur*do '» principal 
constating gateways. 

Th* record showa chat U r i d o h is tor ica l ly ha* b**n t>J« 
.'or^mosc International r a i l gateway to Maxtco. I t 198*. CONA.it PO 
reported that about 68 p«rc*nc of the international .-al.. grain 
tonnaga chat was transport*^ Co Central and E«*t*m Mexico «cv*.d 

•through Ur*do. On* of th* primary raaaon* for this la ch* f a r . 
Chat th* r a i l ; in*« fro« L»r*do to major intarlor eonsuaptlon 
ar*aa In Cancral and Eastern Mexico are substantially mor* dlrecv 
5h*n Mexican National Railway (N d* M) lln*a froa other 
i» t*weys . Th* shorter distances result l.- D*tt*r s*rvic* and 
lQw*r freight ratas. Oth*r con.r*biting factora as to why Uredo 
is th* major r a i l gataway t- . •> »Pe: ( D * l**"*-* number j f 
*xp*rl*n(-«d 'J.S. custoM arc<.- -a and forwarding agents ar* 
locatad th*r*; and (2) Larado ..as nor* war*hou«* spac* than any 
oth*r location on th* "^ordep. 

Ov«r 88 p*rc*nt rf tn* ,8.9 million r*v*nu* losa which TM's 
t r a f f i c study project. J is *ccc-int*d for by SP southbound 
t r a f f i c •atlaacad that 227 soutncound samfl* mov*B*r.t3 would 
b* ilv*.'t*d to ocn*r SPSF internailona* r a i l 6*t*wayj. Th* 
a*rg*r of th* applicants would provtd* SPT with on* additional 
M .'•11 gateway at Pr**ldlo. How*v*r, in our opinion, this 
• u ' J • nal gataway would hav* no effact upon SPT t r a f f i c moving 
» •«'-r->o. Th* *vld*nce show* t.hat r a i l fr*lght .-at*a from 
t a .a* c majur consumption areas in Cantral and Eastern Kaxlco 
. 1 Mt n l l a l l y hl.;h*r t lan these from Ur*do. Par •xampi*. 

--relght rat* for a shlpmant of 3oyb*ana (98.000 lbs. 
a m . wt.' from Pr*aldlo to Maxlco City Is 39 cents higher than 
Eh* rat* from Ur*do. H*nc*. th*r* wcu'.d b* no lnc*nclv* for 
ahlpp*rs co route t r a f f i c via Praaldlo Instsed of U r » d o . As for 
SPT shirting Its 40uthbc-(id t r a f f i c from TM and Laredo co Eag** 
Pass or Brownsvill*. w* io not b« l l*v* that this woJ-d occur as a 
c.n8*qu*no* of thla conaclIdatIon. SPT can presanc j handl* 
soutibcur.l craff ic dlr*ctiy to Sagle Pass or Brownsnile -Ithout 
ATI>.». aow*v*r, shippers apparently pr*f*r to route t t * l r t r a i l Ic 
v*a SPT-TM to Laredo In order to tajce advan;a?e of 'he mor* 
direct rouc*a. b*ct*r s*rvls* and lower freight ratts to Interior 
Maxlcan stations. The Chief Executive .'fflc-i- of V admitted on 
cross-examination that ,n« did not believe that after merger, 3.SF 
would be able to route CONASUPO grain through Eagle Pass Instead 
of ov*r Ur*do. In his opinion. SPSP coull never Institute rates 
t-i Eagl* Ptss that would b* low enoug.-i to offset che r»te 
dlffer*nce In Mexico to many destinations. 

B^sed upon our analysis of th-s evidence, w* fine that TM's 
c r a f f l - dlverslor study can be given U t t l e weight. 
Al t . rr . i t lve ly . conclud* that applicants' projactec dlv*rslon 
of ,32 000 from :M, iven though understated, la a mote r*ai.isr.ic 
estlmac* of the r-̂ venue losses that TM could *x?«rt«r.c*. 

Union Pacif ic and Missouri Pacific 

UP's t r a f f i c study consisted .if a Umlt*d restatement of 
aoullcants' diversion study. UP ut l l lxed applicants' DNi 
dlveritCn mod;i .*lth certain modlf Ics t ic rvs. Because Its analysis 
focus*d on the extent to which UP/Mf woiId be d-feotec by 
applicants' m^ger and f . r raasons of dtta processing e f f ic iency . 
* ? ^ , ! t r u c t e d DNS at th* outset to -segregate from applicants' 
»aju5?.d bas* .sse -ecords a l l trafMc In which CP/MP 
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participated. Subs*qu*ni to this t r a f f i c segregation. UP 
inatructed ONS tc r\ke several technical corrections to the 
model. These ĉ ' • -.ions f e l l into t-.ree categories. First, in 
identifying axc. p .io.i^ co Reason Code 107. applicants' computer 
programming had «ltt?d numerous Junoclons, lhc..ud.ne those that 
would b« affacted by th* merger and through which oP MP traff..o 
currently moves. 3-icond. the model apparently waa intended Co 
allow diversion of certain TOPG/GQFC t r a f f i c movl.ng between 
selected point pairs, *s programed. However, t.he mode., allowed 
diversion only when such t r a f f i c originated or terminated, out 
not interchanged, at those points. Pinally. UP detenal.ned that 
SOB* of applicants' exceptions to Reason Code .0, had been 
Intended to apply to Reason Code ICS aa well, although 
ippllcants' computer Irstructlons did not accomplish that 
reault. These eechnical corrections produced an additional 
revenue loss to UP/MP of approximately ,6.5 million. 

After aaklng the technical corrections. JP decided what 
adjustments ta applies its' model were necessary to reflect ^ r e 
acc irately the anticipated t r a f f i c diversions f.-om ĴP/MP- The 
adjustments Implemented were lot the only modifications UP 
belUved were :alled for. Rather, they reflected Its Judgment of 
Chos- that (1) would have substtntlax -evenue impact and (2) 
could be Implemented without complicated, unduly tlm*-consumlag 
changes to th* mod*l. 

CP's modifications we.-e limited. The adjustments generally 
took one of two forms: (1) changes to or additions of "reason 
codes" In order to allow the model co consider movements for 
diversion wnen sppUcant.s had instructed the model to preclude 
diversion; and ̂ 2) the addition of new reason codes that allowed 
diversion at a rst* higher than the limited diversion rate 
specified m applicants' "diversion matrix." 

The f i r s t modification Involved TOPC/COPC tr a f f i c in the 
St. Louls-Callfornla corridors (Including t r a f f i c moving through 
Ch* St. Louis g*t*way) in whlcn SPT did i.ot participate In the 
"adjusted bace case." UP mortified the model to add SC. Louis/ 
California point pairs as exceptions -lo Reason Code 10'. This 
ad'ustaent had the eff-ct of allowing diversion of the affected 
t r a f f i c at 'he rate prescribed in applicants' diversion matrix. 
The second modification Involved SPT-Ogden-UP.'MP t r a f f i c moving 
eltaer to points served by SPT: or through .gateways served by iP-, 
such aa St. Louis or Memphis. Applicants had designed the model 
to p»-eclude diversion of such t r a f f i c . UP modified the ONS model 
to allow diversion on this t r a f f i c ^ t the rate prescribed in the 
nodel's diversion matrix. 

The third aodlficatlon involved bridge t r a f f i : , UP bellevsd 
that the diversion percentages In applicants' model nad 
attributed to UP/MP undue Influence over t.he routing of such 
t r a f f i c . To project more accurately the realities of a 
jost-rcrger transportation market, UP idjusted the raodel tc a.Mow 
dive"*ion at i rate )f not less Chan 90 percent when "P/MP was 
the brlJge carrier between two Class I railroads and the 
originating or terminating carrier was SPT or ATS? or their 
captive short lines, UP allowed this diversion only when the 
long-haul SFSP route would not be unduly circuitous under the 
standards us.»d by applicants In their study. 

"̂ he fourth adjustment was the elimination of applicants' 
"Cr-gon Rule." This rule applied to UP/MP tr a f f i c moving o\er 
the'ogder. .jateway to and from Oregon. The "Oregon Rule" reduced 
by 90 percent for expedited t r a f f i c and by 70 percent for a l l 
of-er t r a f f i c the dl'.'ersion percentage otherwise prescribed by 
the applicants' model, 'CP claims that the applicants a r b i t r a r i l y 
'imlted the diversion on this t r a f f i c with the Justification that 
this '•raffle was uniquely wedded to the SPT-Ogden-UP/MP route. 
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.n^ ' ^ I J ^ ^ ^ modification addressed the role UP'MP now clava 

d ? ? i - s - i ^ t n e ' ^ . ^ ' ; : ^ ^ ^ ^ ^ ^ ^ ^ — ' ^ ^ ^ ^ 

ifpe-a i-̂^̂?-̂?; -:-.-tLrr:? ^ ~ i d . 
en : '?^;; t UP/Mr's'^TCPrJco??''""^^'^' ^''^ ' ° - d ^ f y ^ t h e ' ^ o S : " to 

apprô:î̂ ?.j 7oZi'i reiiror<̂ i:re Triir.;:'''' ^̂'•'•̂^̂^ 

ess han r 6 M ' , v , r " ' ^ ' * " ' " " """^ revLue Josses S no 
• i t thoJc 'condl t ions ^ ' ^ ' ^ oonsu-*.teS 

Applicants presented no evidence c,>-allenKlnic the 
assumptions, procedu.-es or resul ts of UP/l5p's t r t f f l c diversion 

r o ^ ^ . -'onsequently, we conclu-de t.iat UP/MP could suf.'er annual 

feii\;:7oTet ii?^:^ti,o;aJ?dn^!^^"".ro,o.ei-::rT.r' 
Trackage Rights T r a f f i c Analysis 

Union Pacific/Missouri .°aclflc 
t r . r ' " ^ ^ ! ! , ' " " ' ^ " ' ' ! ^ * ' * * t - a f f i c study to estimate th.i chaiges i n 

• ai^d reve.nue In the affected corridors ;h*rT'c is 

?-Iff?c h n l l ^ ^"T; P̂ '-Foses Of the study 1933 
t . a f f 0 waf. >.eflned as t r a f f i c Chat moved under waybills laiu.d 
from December l e , 1982 through December 15, I983! I t was 
determined that a two percent sample of relevant 198^ ^ r l r f . 
would be s u f f i c i e n t .'or the study' The f t r s t step Jn ̂ eJec^ln. 
' r * L ^ r ^ ^ * , r " '<l«"tlficatlon of the relevant t r a l f l c ? "he 
crai..w -hat originated or terminated In .New Mexico Ari-ona «nH 
A'sF's'no-^.%'"^' f o r i g i n a t i n g or Ce.-m!ni lAg ( a l o ' 
of v - L l ''lo^! . = " SPT stations 
=£.̂ T'*"'f; '-•^ote, Hayden, Douglas, ."Jogales and C l i f t o n , A2 - (°) on 
.A...r 3 l i n e bef-een Santa Ana and San Diego, CA: (d° on SP-'^ 
Ŝ Ŝ?: ' " " ^ f " =^ Watsonville and north^of OxAard'. cS; f l ) on 
f f l - L ^ i T .H"'; on SPT's lines beyond t,he f L - ^ t 
sta.ndard point location codes north of Sacramento and R^UvUie 
-A. .he universe of relevant t r a f f i c from UP/MP's dar» H . I I 

C a l i f o r n l a ' \ r ? ' ' :^:^ ' ' '^<^ orlg?n;t!ng'o;:"L?„^*a ing*' „ 
Caxlfornla. Arizona, and Now Mexico, as well as a l l 198? t r a f - i r 
t.hat originated or Cermlnaced -west of Port Worth TX on l ^ ^ r t l 
served by MP, In order Co eliminate duplication'in che UP/̂ lp 
ATSPand SPT t r a f f i c data, the Inconsisien? applicant did not' 
sarapxe (1) t r a f f i c In tne ATSF data base in which SPT 

Sl-^^n A*sp ^ " f / - ^ ' r * ' * " ^ ' "̂ 'JV/'^P's data base in which either 
SP. or A.SP partlcpated, A replicated sample design, with ten 
independent replicated subsamples, --as used for Chf t r a f f i c 
L H I - ; H H° " " ^ f " ^̂ ^̂ '̂̂  impliciC s t r a t i f i c a t i o n to be 
achieved by sorting the sampling frame by coramodicy p r i o r to 
sampie selection. Of the 1,910,449 movements c o n t a i n ^ [n the 
sample frame, 38,213 were selected for study, i " 

A number of basic assumptions w«re used in the t r a f f i c studv 
CO r e f l e c t che reaiiCies of Che transportation marketpllce! A 
.ew of the more Important dssumptions included- '1) che 
environment of t.he ra i l r o a d industry w i l l continue to be highly 
r . ' ^ ' l V t.he f u l l ran«e of Staggers Rail Act freedoms; 
no'/MD̂ ' UP/MP consolidation is f u l l y implemented; r ] ) neither 
UP/MP nor SPSF would cancel Joint rates or close routes ava!lable 
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today; (H. a car r i e r would not be able Co divert TOPC/COPC 
t r a f f i c Co a new route I f the new route haa greater than 18 
percent c i r c u i t y co-spared to the route the t r a f f i c would 
otherwise move, Ĉ ) a .carrier would not be able to divert carload 
t r a f f i c to a new route I f that new route has greater than 50 
percent c i r c u i t y compared to the route the t r a f f i c woi'ld 
otherwise move; (6) t r a f f i c would not divert to routes which 
wculd result in higher rates to a customer; and (7) TOPC/COPC 
t r a f f i c would net divert to a route for which the t r a n s i t time Is 
In excess of one business day longer. 

The General Sales Manager for UP/MP served as the t r a f f i c 
evaluator and had the .<?oie responslbt-lity for making t r a f f . c 
diversion Judgments, To conduct the study. UP used computer 
printouts containing a l l the shipments included in the sample. 
These printouts pr-)vlded for each movement, information on 
o r i g i n , destination, consignor, consignee, commodity, routing and 
revenue. Movements with the same characteristics (other than 
uate of movement^ were grouped together. Of the '.8,213 movements 
contained In che sample, UP I d e n t i f i e d b,397 raovementM to be 
d l v e r t l b l e . 

After tha d l v e r t l b l e Boveme.its had been i d e n t i f i e d the 
dlvlalor. o f f i c e r s calculated for each movement diverted to the 
trackage rights the revenue that wo-ild accrue to par t i c i p a t i n g 
carr'ers cv;r two routes; (1) the r->uce over which the t r a f f i c 
would move aft e r the SPSP merger without trackage rights 
conditions; and (2) the route over which the t r a f f i . ; would move 
I f tne merger were conditioned on the (-rant of trackage rights to 
UP/MP, The cuiiiulatlve differences in revenues reflected the 
Impact of tha trackage rights on .ach pa r t i c i p a t i n g c a r r i e r . The 
div i s i o n o f f i c e r s ' calculations yielded numbers expressed in 1983 
dollar&. In order to adjust these 1983 dollars n re f l e c t 1982 
levels. UP/MP indexed I t s studj results by using tho percentage 
Increase In revenues for Western D i s t r i c t Railroads beti*een 1982 
and 1983, The results of the t r a f f i c study showed an li.-;rease In 
gross revenues for UP/MP of approximately ,97 m i l l i o n . 

The table bel^^' s! ows the gross revenue changes for Western 
r a i l carrle-s I f the UP/MP trackage rights were granted. 

Revenue Change of UP/MP 
Trackage Rights on 

Western Rail Carriers 
(Thousands of dollars) 

Railroad 1982 Gross Revenue 
Change 

1983 Gross Revenue 
Change 

BN ,( 9«6,?) ,( 1,101.U) 

CNW 1,20b,9 1,333.0 

DRGW ( 332.7) ( 3^0.1) 

ICO ( 25.7) ( 26,0) 

KCS ( 216.6) ( 245,8j 

SPSP (96.667.9) (104.737,5) 

UP/MP 96,853.9 104,996.I 

Note: Carriers Impacted by less than ,20,000 In 1983 revenues 
are not l i s t e d . 
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KCS submitted evidence challenging the results of UP/MP's 
tr a f f i c study. The opponent contends Chat UP/MP's trackage 
rights would divert from SPSP t r a f f i c having gross revenues (In 
19o3 dollars) of ,207 million -- rather than the ,105 n l l l l o n 
projected by UP/MP's t r a f f i c study. 

KCS did a re-evaluatlon of a portion of the TOFC craffic 
Included In UP/MP's t r a f f i c study, Thla r-.-evaluatlon consisted 
of three basic steps: (1! development of origin-destination pair 
(O/D pairs) t r a f f i c flows whicn KCS considered relevant to 
UP/M-"s sought trackage rights; (2) development of the .historic 
(1983) market shares of SPT, ATSP and UP/MP respectively, within 
each of these 0,D pairs; and (3) devlopnent of diversion 
percjntages for TOFC t r a f f i c flowing «l:.-in each O/D pair. In 
revl'wing UP/MP's craffic diversion study, KCS could not identify 
the specific corridors UP/MP ut i l i z e d . Therefore, from the data 
contilned in UP/MP's t r a f f i c tapes. KCS developed craffic flows 
whic'i I t believed r e a l i s t i c a l l y depict craffic relevant to 
UP/MP's soug-it trackage rights. For Its re-evaluatlon, KCS 
studied TOPC t r a f f i c flowing within 35 O/D pairs. Por -ach Q/D 
pair, KCS developed the historic ^ 1983) .-:arket share of SPT, ATSP 
and UP/MP, According to KCS, these market shares demonstrated 
the tendency of shippers to s p l i t their t r a f f i c among the r a i l 
carriers serving tnelr place of business. KCS also contends that 
UP/MP acknowledged this tendenc;' because the applicants applied 
diversion percentages ranging from 8 percent co 50 percent. 

To determine what percentage of the t r a f f i c flowing within 
eacl: O/D pair and i t s attributable revenue would be diverted by 
UP/WP from SPSP, KCS developed a diversion percentage based upon 
the lesser of the ATSP and SP".' .-narket shares, ic constructed. 
KCS claims that these diversion percentages account for shippers' 
tendency to spl i t their t r a f f i c auid represents a ccns<*rvatlve 
estimate of UP/MP's achievable market share i f granted the 
trackage rights which I t requested. Por a given O/D pair. KCS 
applied a diversion percentage to the carloads and revenue 
represented by each and every movement. For certain O/D pairs 
the study movements included existing UP/MP t r a f f i c . In such 
ca&es, KCS confined i t s diversion estimates to the combined ATSF 
and SPT t r a f f i c . In the course of i t s re-evaluatlon, KCS 
discovered numerous instances in which the ATSP .-ecords contained 
obviously w.'ong revenue information. According to KCS. UP/MP's 
evaluation substantially understated i t s revenue diversion 
because I t relied upon these erroneous revenue figures. To 
determine the approximate extent of this understatement. KCS went 
through several calculations Co arrive at what I t believes to be 
a reasonable .Tieasure of the extent to which ATSP's 'aulty revenue 
data caused a misrepresentation of U?/MP's diversion estimate for 
each O/D pair. 

Based upon its re-evaluatlon of Che TOPC craffic flowing in 
the 35 Q/D pairs, KCS concluded that UP/MP underestimated '.•:s 
diversion fro;- SPSF In these corridors by 43,05'' carloads .ind by 
,102.0 million in gross revenues, KCS notes that i t only 
re-evaluated that portion of the TOFC t r a f f i c included in UP. MP's 
tr a f f i c study which equaled $45," .ulllicn in UP/MP giined 
revenue, f-CS did not re-evaluate either the remainder of TOPC 
t r a f f i c or the General Merchandise t r a f f i c studied by UP/MP, 
which equals ,59.0 million in revenues, Por that portion of che 
TOFC t r a f f i c which was re-evaluated, KCS estimated revenue 
diversions of ,102,5 million based upon the "record revenues" and 
an additional $45,2 million in "bad record shortfall/revenues" 
for a total estimated r-jvenue diversion of $1^7.7 million. I f 
the diverted revenues which were not re-e^/aluated were accepted 
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at face value, KCS maintains that che total 
*PSP would be deprived through UP/M? c^iversions would be $207 
mullon :n addUlon, KCS alleges that UP/M.-s diversion 
analysis concluded t h i t . in addition to the revenues I t -ould 
* t ; rh-oM^hr i-s -racKaae rUhts. UP/MP would recoup tne 
fpproi5matfl5 ^^iUiof oC^tr.cho which SPS? estimated I t 
wouid divert from UP/MP. 

Tn response to KCS's opposition evidence. UP/MP ̂ rgves that 
KCS'S "/-valuation analysis is unreallable, i t s recalculation of 
T̂SP's revenu. w,s unnecessary and the l"f«=-«"=%̂ *̂̂ , j,^^','^,^, 
-rarkige rights wowl-" allcw i t to recapture the craff-o 
t h i t s p l p projects as a .-suit of th* primary transaction was 
Incorrect, 

We agree with UP/MP that Its tra.-ic stud, Is more reliable 
than KCS's re-evaluaclon, UP'MP's study -a ba?ed on 1 " 
knowledge of t.he marketplace and customer nee- and on a careful 
,-Sdv of the circuity, freight rate levels. t-an»-- time, single 
l^.st^m ser-nce^'Ind ba^k.haul^pportunitles i r each cor. ' dor where 
UP'MP would compete through crackage rights wltn SFSf. 
addition IP/MP's study considered Its actua. experience '.n 
competing today with ATSP and SPT, KCS did not examine the 
aoeclflc factors that affect the t r a f f i c paf-erns in each 
corr dor. in^t'ead. KCS assumed that '̂P/«P --^.^ ^ ' l ^ U ^T . . in 
-i-«««r of the TOFC/COPC revenue shares which JP- or Ais? nave .r. 
today's market T̂ e evidence shows that TOPC/COPC shippers do 
not prevTSe a guaranteed market share to any ;"^li'-^^^o^^ 
a rigid allocation of t r a f f i c among r a i l carriers, '0̂ /̂COPC 
shippers are concerned principally with rates and service KC. s 
r,-«valuatlon did not consider these Iwortan". aspects and thus 
w: c " lu5e°that i t s re-evaluation Is , =^.,^:„S^r 

-.irrht- Furthermore. KCS's recalculation n AiSF s tevenues 
was fUwed. I ^ o r ^ r to compare the revenue ;alns developed by 
rVl SPSP t r a f f i c study for the primary appUcitlcn and those 
the SPSF t r a i . i c »̂ '̂ ay J ^ Ĵ TSP data must b* 
^ t l i ! z * d ' 'kna!lJ!'Kc's's'alIegrtloi;'t.hat UP/.P would recapture 
Its ios? revenue l i In error. I f t r a f f i c ^""o.'"^tp'L'Lr would 
diverted from UP/MP as a result of the proposed SFsP "erger would 
have been recaotured by UP/MP's trackage rights .-equest. chat 
retained t r a f f i c would'be reflected in their ^̂ ^̂  ̂ ^^^^Jf^^ 
r.venue lain. Further, the evidence indicates that most of t.he 
rraf?<c ?hat would be diverted from UP/MP co SPSF now moves in 
r-n̂  clnti^a Corr'dor CO and from Northern California and Oregon. 
UP^MPtrlckaSrlghts principally affect t r a f f i c in che Southern 
Corridor. 

Based upon the evidence, --e find P^i^^'/^^ 
107 t i i i l i o n in 1982 dollars S$1.J-: n l l l l o n -n 1983 dciiars, to 

be a're^onible estimate of the amount of gross revenues i t wouid 
gala from a grant of its requested trackage rights. 
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DESCHIPTION OP '/ARIOUS PROPOSED CONDITIC.VS 

The Denver and Rio Grande Western Railroad Company 

Thr DRGW seeks authority to acquire fee ownership of certain 
SPT lines and f u l l service trackage rig.-its (or an a l t e r n a t i v e 
means of providing service) over certain other lines of Che SPT, 
DRGW's request f o r au t h o r i t y to purchase and for trackage r i g h t s 
Is based on che po t e n t i a l i-apact of the SPT/ATSF merger or- DRGW's 
a b i l i t y to continue as a competitor i n the Central Corrldo.-, With 
the consummation of che merger, DRGW would lose i t s last 
f r i e n d l y , independent connection to and from the west and 
e f f e c t i v e l y would be blocked from furt>.:er p a r t i c i p a t i o n In the 
t r a f f i c I t now moves, much of which Is transcontinental. 

A, Description of Lines to be Acquired 

DRGW seeks auth9rlty to acquire fee ownership of the 
following SPT lines :V 

Between 
Station 

Ogden. UT 
Weoo. H<f 
Hazen. NV 
Kasen. NV 
Flanlgan. NV 
Wendel. CA 
Aiture.3. CA 

and 
Station 

Weso, NV 
Rosevllie. CA 
Fallon, NV 
Mlna. .NV 
Klamath Falls. OR 
Susanvllle. CA 
Lakevlew. OR 

Ap-proxlmate 
Mileage 

360,26 
314.28 
15.89 
128.90 
21^.0'* 
23.27 
55.50 

The ac q u i s i t i o n t o t a l s approximately 1115.35 miles. In 
add i t i o n , trackage rights over a 149-mlli UP line between 'Weso 
and Planlgar, NV are needed to connect the- Flanlgan/Klamath Fails 
segment with the Ogden r t l n l i n e , DRCW seeks assignment of 
trackage right:, over t h i s UP l i n e . 

DRCW seeks un r e s t r i c t e d , f u l l - s e r v l c t trackage rl«iht3 
(except f o r gathering and dl3t-.nbatlon areas where an al t e r n a t i v e 
means of providing service Is proposed) over the following l i n e s ; 

-R 

OP 

between 
S t o l o n 

Klamath Us. OR 
Eugene. OR 
Wlllsburg Jet,, 
Albany, OR 
Albany, CH 
Corv a l l l s , Jet . 
Gerlinger, OR 
Eugene, OR 
Sprin g f i e l d Jet 
Tolo, OR 
.Mohawk Jet, , OR 
Rosevllie. CA 
Davis. CA 
Sulsun-Palrfleld, CA 
Napa Jet,, CA 
Main Line Swicch 

OR 

Mllepost 

427.00 
o''7.30 
7U0.72 
689.90 
''̂ 91.35 
6o r 61 
729.00 
648,73 
6«4.6l 
450,50 
646,59 
106,60 
75.30 
t3,93 
61.42 

and 
Station 

Eugene, CR 
Portland, OR 
Beaverton, OR 
Griggs, OR 
Corv a l l l s , Jet,, 
Gerlinger, OR 
Dallas, OR 
Coqullle, OR 
^cllevlew, :H 
Wt.:*-! City, OR 
tiendr.-ks, CR 
Oakland. "A 
Woodland, 
S c h e l l v l l l e , CA 
Vallejo, CA 
Benecla, CA 

OR 

Mile.-OS': 

6U7,3u 
770.97 
757,00 
695.00 
703.29 
714.30 
733.80 
785.30 
426.20 
456.37 
650.00 
4, 90 

84,90 
72.60 
68.87 
24.20 

1/ In the a l t e r n a t i v e , TROW seeks trackage rights over these 
Tines. DPGW understands t.hat cer-ain SPT lines referenced are 
lines Which SPT obtained through •.•;3 acquisition of and 
subsequent .7,erger with the Central Pacific Railway company and 
are subject to a paired-track agreemerc oecween ̂ PT and JP. lO 
the extent that such agreement nay i n t e r f e r e with the award of 
the condition sought by DRGW, DRGW reques^s the Commission to set 
Che agreement aside pursuant to 49 U.S.u, 11351 and 49 .,F,R, 
1080.Kg). 
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Between 
Station 

Martinez. CA 
Avon, CA 
Oakland, CA 
El.Tihurst. CA 
San Jose. CA 
San Jose. CA 
Santa Clara. 
Elvas. CA 
Stockton, CA 
Lathrop. CA 

CA 

Mllepost 

34.70 
38 10 
«.90 
13.'-0 
"t.90 
46.90 
44.59 
136.38 
90.96 
81.50 

and 
Station 

Pittsburg. CA 
End of Branch 
Mulford. CA 
San Jose. CA 
l i c k . CA 
San Francisco. C\ 
Agnew, CA 
Bi k e r s f l e l d , CA 
Oakdale, CA 
Tracy, CA 

Mllepost 

48.90 
42,60 
15.50 
47.39 
51.31 
0.00 

41.70 
312.90 
124.40 
71.50 

T.h* trackage r i g h t s sought by DRGW are In excess of 1220 

miles of r a i l ll.-». 

In the development of Us Operating Plan, DRGW r e l i e d on I t s 
Tr a ' f l c i t i d y and I t s own exlstl.ng operations to determine the 
I o t ; n t l a l t r i f f l o volume DRGW would expect to handle over t h * 
fxtensions of i t s llnea sought in the application. 

ORGW Operations as a SPSP Tenant 

oar.w has determined t.hat the use of the followi.ng six SPT 
naJor°sSuchlng a r T c L s s i f i c a t i o n yards Is essential to i t s 
proposed extended operations: 

Rosevllie, CA 
Oakland. CA 
Fresno, CA 

Klamath F a l l s . OR 
Eugene, OR 
Portland, OR 

SPT services required by ORGW at these f a c i l i t i e s are car 
^ ' a s s l f i c a t l o n and blocking sufflc'.enc f o r DR..W to move i t s 
c a s a i . ic»oiu.. .,«̂ «,<i«rv service requirements. Each oi 
tr a i n s according to the ?«Snlr/roPC 'ac'^'ty the use of which 
the_naned terminals has a ' " ^ ^ ^ ' ^ ^ f ^ , ^ the necessary 

em'entrw fsP^P°tf;rovfde for^the use of the TOPC/COPC 
r ^ n ^ ' i e s Each of the yards in thi s category w i l l be 
or^^^n l t l h K or terminating points f o r DRGW through t r a i n s and 

B ^ i ^ i ^ : ...» 
running repairs. 

-"'er'cal services wo.ild be li.-nited to the compilation of 
'Zrnn^.n^nts containing the minimum amount of inforaacion 

n^r e f s f r y c o T o v r t h r t r ; ? f i = ^hrou.h the yards and over t..e 
^ra^klge'rights portions of ^^^^^^^ X i T l V ^ t t T / ^ ' ^ ^ ^ ^ ^ ^ ^ and 
forces would be emploved to compile 't.^a^sp yard 
other accounting related documents, ''/"^^Vv-ment 
forces with che information necessary to co.-ol.e t.ne mov.nenc 
documents discussed above. 

DRGW has designated the -ollowing locatlom .as . ^ . . ^ n ' 
Gat.nerlng/Distribution Joints where DROW r a f f l e 
or pieked-up f o r Mvenent to and from local inaua ry y 
tra i n s and crews: 

San Jose 
Richmond 
Martlnez/Ozol 
Sulsun-Palrfleld 
Sacramento 
Stockton 
Lodl 

Modesto 
Albany 
Sal en 
Cottage Grove 
Roseburg 
Grants Pass 
Ashland 

3-rvlca required at these points -.ould be provided for by 

i^Sli»-^^^4^^l/l^vx!f\., ........ 
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blocking required for the cars to be plcked-up would be for oars 
that would be set-out of the CRGW train at a point short of i t s 
terminating point. Limited car and airbrake inspections would be 
requirsd where inspection and repair forces are employed; i f no 
such forces are employed at a point. DRGW train crews would 
perform the required inspections and tests, DRGW station forces 
would be employed to compile bills-of-lading. -waybills and other 
related aceounci.ng documents, DRG'rf would furnish SPSP with 
necessary movement information to ensure proper handling of the 
t r a f f i c , 

A key element of DRGW's operation over the lines of SPSF is 
the ..roposal fcr SPSF local/switcher assignments .handling t r a f f i c 
to and from industries in the areas t. '̂e Jointly served by DRGW 
and SPSP. Duplication of such local ser-'ices by bot^ carriers 
would create additional expense and delay to t.he carriers, plus 
aisruptions of the operations of the shippers by stopping their 
loading or unloading of cars for 3Wltchlr,g purposes, DRGW 
proposes tc enter into contracts -with SPSi-' for local swltcn ng 
services ta and from the Gathering/Distribution Points ano 
shippers' f a c i l i t i e s , CRGW would reimburse SPSP for t.hese 
services on a unit of service perf-jrmed standa'-d mutually 
acceptable to both parties. As the nature of service provided 
for DRGW would be analogous --o t.-iat performed in a Joint 
Fac i l i t y , the basis for SPSP's charges would be established as 
are the charges in a typical Joint Facility Agreement, 

Through Freight Train Operations 

DRGW proposes to operate two through trains In each 
direction dally between Ogden ard Oakland, One train would be 
expedited, handling high p r i o r i t y t r a f f i c between the Bay Area 
and the Kansas City and Chicago gateways with connections to 
eastern points. One train -.̂ ould provide daily service for other 
craffic originating or terminating In the Bay Area -with pick-up 
and set-off servl.:e at points between Oakland and Wlnnemucca. 

Two through tral.is in each direction w i l l be operated dally 
between Ogden and Rosevllie. One train would provld«- service to 
customers in the Pjseville/Sacramsnto area with conne::tion3 to 
F.—sno and Bakerofield, Thla train would provide pioK-up and 
set-off aervlce for expedited t r a f f i c at Sparks/Reno, The otner 
train -would .hindla t r a f f i c originating or terminating at 
ao3eville/S?.cranento with set-off or pick-up service between 
Cgden !ind Tiosevllle. 

Orti through train in each direction daily w i l l be operated 
between Ogden and Eugene providing set-off and pick-up service at 
Klamath Palls, Alcuras, Wendel and Wlnnemucca. One train in each 
di-ectlon dally would be operated between Rosevllie and 
.=dkersflaid, providing pick-up and set-off service at five 
Gatheri.ng/Dlstrlbution Points: Lodl, Stockton, Modesto, Fresno, 
and Goshen Junction. One train in each direction daily would be 
operated between Eugene and Portland, providing pick-up and 
set-off ser/ioe at Albany and Salem. 

One cram dally in each direction would be operated between 
Eugene and Roseburg, providing pick-up and set-off service at 
Cottage Grove. These trains would cnneet wiCh daily Cralns 
operating befween Ashland and Roseburg which provide plok-up and 
set-off service at Grants Pass and Medford, 

The applicants have raised several Issues concerring DRGW's 
Operating Plan. The Issues are as f o l l o w : 

A, DRGW crew di s t r i c t s are too large. 

h. DRGW train classification requirements are not 
adequately described. 
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C. DRGW t r a i n schedules o o n f l l o t with SPSP operations. 

In r e b u t t a l , DRGW responds that tSielr Operating Plan 
uses the same crew d i s t r i c t s that are currently being used by 
SPT, and DRGW states that ics modified Operating Plan f u l l y 
describes the required t r a i n c l a s s i f i c a t i o n s . This modified 
Operating Plan was prepared to address the questions raised by 
SPT. With respect to schedule •:onfliot3, DRGW states that I t 
s p e c i f i c a l l y took SPSF schedules into account in establishing 
DRGW proposed schedules. 

In a ddition. SPT questioned DRGW's plan in regard to 
equipment u t i l i z a t i o n , such as, whose equipment would be provided 
to the shippers, whose r e s p o n s i b i l i t y would i t oe to supply 
equipment, what p r i o r i t i e s would govern car d i s t r i b u t i o n during 
pe-lods of equipment shortages where empty equipment would be 
he id for prospective loading, whose f a c i l i t i e s would be used to 
store equipment, whose obliga t i o n i t is to construct and pay for 
additional f a c i l i t i e s , what are the plans and .safeguards to 
prevent SPSP from handling empties on an uncompensated basis, and 
how w i l l home road cars and -.ther empties be interchanged between 
DRGW and other r a i l r o a d s , DPGW respor.dtd d i r e c t l y tn each of 
SPT's questions, with answers K & . - r . d l r - c t l y from the Operating 
Plan, supporting statements and the ̂ ro^".•ed Trackage Rights 
Agreement. 

A matter involving the p o s a l b l l l t y of s i g n i f i c a n t c a p i t a l 
Investment, amounting to ,7 m i l l i o n , la the need for a second 
nam track b.itw?en Lathrop and Calla. CA, a distance of 
approximately 5V2 miles, SFSP contends, because the volume of 
trai n s operated daily between these points is projected to 
increase from 17 to as many as 25 tr a i n s (including four Amtrak 
t r a i n s ) that t h i s segment requires an additional main track. 
DRGW In r e b u t t a l , notes that In this segment there is a siding 
i n excess of 5.000 feet at Manteca, p a r a l l e l to tne main track, 
and that i t connects d i r e c t l y into che no.-th end of the a,270 
foot Calla sidi n g . The combined use of the two sidings reduces 
the single track distance to approximately 3.2 miles, .he record 
indicates Chat DRGW has addressed the concerns of SFSP i n regard 
to the DRGW Operating Plan, 

Union Pacific Railroad Company/Missouri Pacific Railroad Company 

UP/MP has petitioned for trackage rights a.nd a n c i l l a r y 
r'Jhts in the Southern Cor-idor and in C a l i f o r n i a , i n areas where 
SPT and ATSF provide the onl^ .-all competition, UP/MP seeks on..y 
CO serve d i r e c t l y any points that -xw are served J o i n t l y by SP. 
and ATSF (either d i r e c t l y or by rec:..^--^cal switching or oth-r 
arrangements); to compete "or future shipper locations on 
trackage r i g h t s l i n e s ; ard to operate competitive intermodal 
f a c i l i t i e s cn t.hose l i n t s . In seeking these Crackage r i g h t s , 
U°/MP are asking to provide service over only one of two p a r a l l e l 
im«s of SPT and ATSP (with fwo U n i t e d exceptions where bridge 
r i g h t s , without a n c i l l a r y rig.nts, are boi.ng sought for operating 
f l e x i b i l i t y ) , 

A, Description of Lln^s Involved 

UP/MP seek trackage r i g h t s and associated terminal rights 
over the following Unes of SPT and ATSP immediately upon the 
merger of SPT and ATSF, 

1 The SPT l i n e befween El Paso, TX (SPT Mllepoat 
1297.6), and Coiton, C a l i f o r n i a (SPT Mile Pose 533.7), 
and from Plcacho, AZ (SPT Mile Post 979.7), to and 
including a point abut 12 miles west of Phoenix, AZ (SPT 
Mile Post 894, 2), a distance of approximately 647,•< 
miles; 

4 -
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of approxL-nately 63.5 r.lles: 

approximately 68.^ n l l e s ; 

r a t n r a i : ! " . ^ a ^ f i l t S c ^ ' ^ ^ f ajprcxlmately 115.9 miles; 

5. The ATSF l i n e between Ke.-n Junction CA Ĵ ^̂ SP 

Mllepost 385.2) . f ^ ^ ^ ^ ^ ^ l l l l ' , f r iJproxL.ately 3 
110.7). ''•i-a Landco, ̂ A, a d..3canoe ^ 
miles; 
6. The SPT i m e between BaKcrsfleld CA (SPT Mllepost 
312.9), and the ̂PT-WP crossmg .near a.n J . ̂ ^^^^^^^ 

Mllepost 93.7). via O i l • J ^ " " ; "^-q , miles; 
CA, a distance of approximate!; ^i9.<i ni.ie 

nr̂ ^ sT'jp/SP'̂  l i n s between O i l Junction. CA (ATSP 
k l e l ^ s t 1o8 6)'. and Maltha, CA (ATSP Mllepost 3U.6). a 
distance of app;oxi:. ately three . l i e s ; 

8. The ATSP l i n e - - - ^ / - ^ S ^ M l S ^ P ^ s f ̂ O^^^'^and 
^^°^6i]cda!f s S i n ^ ^ d ^ s t ; ££aproxLately 13^ 

I , The SPT l i n e between - ^ f ^ .^poat S.O or. the 
Mllepost 90,4).,and Oakland .A (oP..-.ep^ Richmond. OA. 
Oakland-Santa Clara I'ne), 
a distance of approxl.natey 'i9 nilles, an. 

9 The SPT and ATSP lines ^̂ et-ween Martmez Â (SPT 

^MileS^st 3.-7 and ATSP MU;post^ f ^ - ^ ^ l ' ^ - ? , a t o t a l 
(SPT Mllepost 53-5 and A.^r ••̂ '•̂  
distance of 33-6 mllea. 

lines for a t o t a l of 1466 miles. 

aP/MP - ^ - - - , - ; : ^ ^ ^ = r : : c : p r t h i 3 e 1 e ; e : i b e d at 

^ r r a g - r a p h r r a n r i ^ ^ t f ^ v e l ^ h e rights to: 

- ^errSn t^ T ^ ^ ^ ^ ^ 
anr'pT, i n c ! a l l n r " t H o S ^ l i m i t a t i o n , reciprocal 
switching zones; 

,r,rt ooerate inter-nodal f a c i l i t i e s , 
2. Construct, own, and °P*[̂ ^̂ .̂'"t,3,„,p3, teair. cracks, 
including but not ̂^f/:f,,',°/3'^^-Inrbui; transfer 
TOPC/COPC ranps and f a c i l i t i e s , 
f a c i l i t i e s , 

f o ^ i - i ' - i e s and Industries on 
3. Site and/or ^^^''^na'-o r'e Unes by means of spur or 
the lines or connecting -o t..e l i n e 
i n d u s t r i a l lead tracks, 

«. Interchange t r a f f i c and ̂ equipment - - ^ - ^ - - d s and 
other c a r r i e r , at a I ..-g^or^ne^^^^P^y^ ,,̂ .,3 

and 

5. . a r t l c l p a t e , at " ^ ^ f ;^„^?l^^^;,^^,im^nts'?or';oLt 
reciprocal ^ ^ f * ^ " | , t " t d t s t r l c t s ^ ' o r - u n l c l p U i t i e s 
service w i t h i n the ' " ^ ' f ^ ^ ^ f / J ^ „hloh both ATSP and SPT 
ser/ed by ̂ eans of t^e^Unes. ^^^^^ ^^.^ equitable 
were part.Les -J. 
terms and conditions. 
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3. Patter:i3 of Service 

The trackage rights requested by UP/:iP -onprise three 
major routes; 

1, El Faso, TX to Coiton, CA; 

2, Colton/Barstow, CA to Lathrcp, CA; 

3, Sacramento, CA to Oakland, CA. 

compe-:iti-.-e r a f l service to the Phoenix area. 

The second roure connects UP operations at ̂ oUon/Barstow. 
CA w'th i t s operations i n the Bay Area, This segment incudes 
t!e sIn JoIquL Valley and tne rnajor terminal areas of Presno and 
Bakersfleld. CA. 

•"h.- t h i r d segment Is comprised of 37 miles of the SPT main 
.ht! t n i r a segnc..^ n»'.̂ 'anrt CA ^a'or locations on t h i s 

l i n e between Sacranento and Oa<^and, ̂ A. -a-or 
I'ne 'nclude Hlcnmond and Martinez and 32 miles of SPT and Aibr 
trackage covered by a ATSF/SPT Jomt switching agreemen. in the 
Martlnez/Antloch area. 

Certain UP/MP t r a f f i c could be handled more e f f l e l e . . c l . ove.-
t-rack-aiie r l c h t s l i n e s . The t r a f f i c consists o. Ur/.iP ca-s 

currently mov[nf between the Memphis gateway ar..̂  •^'"••t^ern 
CaUfS;nla, which could be '"andled expeditiously v a ̂ ĥ« shorter 

^^^^^i^n^y ^ ^ t ^ ^ ^ T ^ ^ ^ ^ ^ ^ - - ^ ^ ^ Irs.. 

'^oir v}rt^j^'i^t^^^^'^^^'''r^^^^ 
ut'UzlSio;; by provtfmg Shorter, more e f f i c i e n t -"outes for 
reposUionmg'empty oars fo.- ^ ro .Pec t ' i e loadmg, r e s u l t i n g i n 
annual savings of ipproxl.-nateiy $9i'i,300-
C. Train Service 

The UP/-̂ ? Operating Plan to Implement the trackage r i g h t s 
p r o v i S : Z i t i o l . to ajd ohanse., m - e l r th.jough t r a n^and^^ 

^̂ê ;̂̂!,̂'5iJ::ter?;â?L̂::ŝ ôu?̂  
f^r^z ?^:^^'/wL^^:v?::^r:o ^i^^i^^mcn 
;ru"d"be'handlern;;; : f f l c ! : n t l y over crackage rights Unes, 

P ^ t ; - r r n r w ; r : ' u s : d ' t r p i : r L w and/or modify t r a m service and 

develop blocking plana. 

gateway. 
J 1 - 17 i-'c UP/M? t ra ins would be modif ied 

as a T e V l T T t i : t J a S L S f r i g h ^ ^ ^The changes would provide 
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b * t t * r connection.' .md Lnproved service at nureroua locations '->n 
th* UP/MP system. The schedules of two trains on tn* MP line 
a*Cw**n Fort Wor.h and El Paso would b* disoonci.'iu*d. wich 
*xlstlng t r a f f i c being conbln*d into n*w trains. 

The Inr.leraentatlon of Craokag* rlg.^iC* op*raCtons would 
requir* Che estafcllshmant of th* following n*w UP cr*w d i s t r i c t s : 

Through Crew 
Operation Betwe"-. How* T*mlnal 
Orovlll* and Oakland OrovlU* 
Stockton and 3akersfl*ld Stockton 
Bakersfleld and Yenso ?ai(*rsfl*ld 
3*<ersfl*ld and Coiton Bak*rsfl*ld 
Lo^ An-jles and Tuna Lo* Ang*l*s 
Yun* ai d Tucson Tucson 
Tucson and Lordsburg Tucson 
Lordsburg and El Paso El Paao 
Phoenix to Pleac.no and Raturn Pho*nlx 

Approxlaat* 
Mll«» 

ISO 
338 

18S 

as* 
as3 
1S9 
151 
l«3 Changes In Yards and Tarmlnals 

Th* Iraplementiclon of Ch* trackag* rights would result in 
Chang* In th* manner j f handling cars at various ceralnals ooCh 
on and off th trackag* rights Un*s. UP/MP anciclpacea having 
.•̂PSP conduct certain terminal funcclons aC se-'eral locations on a 
fully-cocp*nsac*d oasis, wich no advars* Impacc on SPSP 
oparatlons as UP/KP t r a f f i c woulc" raplac* *xlstlng SPSP t r a f f i c . 
O r ovlll*. Oakland and Loa Angela* ar* projected to hav* an 
Increase greater th)»n 20 percent In cars handled. An additional 
switch engine assignment has '.ean add*d at each of these 
tsrnl.nals to handle the Incraaaed t r a f f i c . Th* additional 
trafi'lc would not require expansion of terminal facHltlas at 
these locations. Coiton would hav* an lncr«as* gr* * t * - than 20 
p*rc*nt :n oar handlings. Additional trackag* would be l»aa*d in 
th* SPT Coiton I'ard to prcvld* adaquat* trackag* for • 
handling. 

S, Othar Servi-js 

In some Instances. UP/MP do not bellev* I t would make good 
-ipe.-atlonal sense to operate their own local service. Even I f 
t r a f f i c volume!* in certain areas were to develop to a level where 
operations of i UP local would be economical, i t may s t l . l l be 
sound operational policy of UP and SPSP to cooperate In the 
handling of local business. Such cooperative switching Is 
carried out beCween SPT and ATSP aC a t.umber of locaClons under 
reciprocal switching and ocnei- igreenencs in which UP would have 
Che right, under Chelr proposed Trackag.j Rights Agreement, to 
participate on reasonable terms, 

A..chough UP ass'une." • <ould nandle loat ro'itlne 
running •nalntenanc-*, i t '.s -jxpecied that SPSP would perform 
certain U-nlted ser.'loes -in a full.z-compensated basis. These 
servi3as would Include (1) running maintenance on equipment when 
neede-" at locations on trac<age rights Unes not readily 
aocesUhle to existing UP/MI f a c i l i t i e s , (2 emergency repair 
3ervi:;98. (3) .-nutual aid anr* cooperation In transporting deadhead 
crews, and (4) fueling an^ servicing. Based on experience as a 
trackage rights landlord. UP/MP dntlclpaCes that SPSF's provision 
of these contract services would hav-i l i t t l e or no adverse effect 
on SPSF operations. 

In addtc:^.n and for the rrison of efficiency, the Operating 
'Ian of UP aaS'unes limited u.«c by JP/'ll of SPSF ternlna: 
f a c i l i t i e s and personnel or a fully-compensated basis at several 
locations on the trackage rights lines Including Fresno. 
Bakersfield, and Phoenix. However, UP <ould lease or purch«sr 
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and oparat* Its own Intamodal factltcy *C Preano. consisting of 
th* pr*a*nt SPT faclllCy which SPSF do*s not plan to ua* 
following «*rg*r. 

V. C^scrlptlcn of .N*w Construotlon and RahablUtatlon 

UP propoa** CO B«k* s*v*r*l miner physical ch»ng*s co 
fac l l i c i * * to p*r«ic Ch* n*c*ss*ry lrC*gr*t*d rail op*ratlona 
relating to th* trackag* rights being sought. N*w aonn*eclons 
would b* conserucC*d at Uthrop. Esoalon, ai'd Modasto. wA b*tw**n 
3PT/ATSP and UP lln * * . Ac Oakland, an •xlsUng conn*ctlon would 
b* lmprov*d. and at Plcacho. A2 n*w s*t-off/plok-up tracka would 
0* constructed. Upgradl.ng of thre* existing yard tracka.l*i»a*d 
'rom SPT ac Coiton to ..rovld* an lmprcv*d rout* through 6PT s 
yard for UP cralns. plus trackag* for us* in classifying, s«ttlng 
but or picking up cars w*« planned. To provi^* adaquat* aiding 
capacity on MP's Port Worth to El Paso line, slomjta 
*xt*nd*d at P*coa, '-evlnson, V#7i Hern and Arlsp*, TX. UP/MP 
estimates th* total coat for th* construction and rahabliicatlon 
tc b* ,6,920,000. 

0. H*w Equlpo*nt Requirements 

UP/MP woul'l n**d 51 locomocives, 12 caoooses and 225 
additional freight -irs to handle c.he increased traffic resulting 
from th* propos*d trackag* rights. However, r.o acqulslton* would 
b* n*cessary aa UP haa such equipment in storge. 

H. Equipment Utlllxatlon 

Th* proposed trackag* rights would permit Unprovad «qulp««nc 
utllliacion by r-.-duclng empcy c ir miles In th* r*poaltlonlng of 
•uulpB*nt for prospecclv* loading. Th* r«posltlonl.ng of oars 
aade erapCy m SouChem California locaclons to th* Bay Area via 
th* crackage rights direct rout* through the San Joaquin Vallay 
sav** over 1,000 empty car mllas p*r mov*nent. Th* total 
*scimac*d savings from reducad empty car miles are ,974,000. Th* 
•stlraatsd savings In UP •mpcy c^r days cranslaCes t.-.tc the 
•qulvalent of UO cars with a value of ,7.7 million. 

1. Effacts of Trackage Right a on Passenger Service 

Amtrak pr*s*ntly operates passenger service on portions of 
the lines ov*r which UP s*eks trackage rights. The trackage 
rights should hav* no adverse effects on th* pa3S*ng*r 3*rvlce. 

Certain Central Pacific Conditions 

As discussed In our section on competition, the relevant CP 
conditions state: 

(a) That th* Southern Pacific Company shall Join with the 
Union Pacific Railroad Company In .-nalntalnlrg via the lines of 
said companl«s between Omana, NE,, ard San FrunUsco Bay points, 
as parts of one connected continuous .ine, through passenger, 
nail, express, and frelght-crali: service be-ween San Francisco or 
Oakland, CA, and Chicago. IL. ac least equal in every respect co 
Chac afforded by either with its connections between Los angeies, 
CA, or Portland, OR, and Chicago. IL; 

(e) That the Southern Pa'-i." c Company shall .̂ operate with 
the Union .'aclflc Railroad Coc^jny in the maintenance of train 
schedules under which neither snail discriminate as to time or 
service against che other in favor of any connection through 
3gien or Salt Lake City. JT; - 3 -
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(d) Thac th* Souc.hern Pacific Company sha^l aC Ch* request 
of t n* Union Pacific Railroad Conpany provld* .or th* publication 
.L malncenanoe of races via t h . Central Pad: Ic Railway through 
SgdX UT! Setwe^n a l l poInEs on the lines of the Southern 
Picl f i c Conpany and Cantral Pacific Railway Conpany In 
California. w*st of Banning, and In Oregon on the one hancf and 
Colorado coanon points and -points east thereof on the other, no 
hi-.her than apply concurr«nCly o«cween tn* saa* points via any 
o t % r rout* in which i t participates; 

(*) That the Sout.hern Pacific Company shall continue to 
secure by active solicitation th* routing of the maximum of 
f-elght t r a f f i c through the Missouri River and Ogden. Utah, 
be'-wMn a l l points In California and Oregon, north of and 
including Callanc* and Santa Margarita. CA. and south of and 
including th* Klamath Palls branch and Kirk. OR. on tha on* hand, 
and points north and west of a line along the northern boundaries 
of Oklahoma and Arnan-ias, to the Mississippi River, thence a-ong 
the Mississippi and Ohio Rivers .out not Including intermediate 
cl-les on the Ohio River) co Wheeling. 'X/. and thence on i Un* 
drawn Just east of Plctsburg:-. PA, and Buffalo, NY. to Niagara 
Palls. NT. 

Kansas City Southern Railway Corr.-jany — Independent Ratemaklng 
Authority 

KCS seeks Independent ratemaklng authority (IRM>.) over the 
ex'stmg ATSP and SPT routes between the San Francisco/Oak-and. 
-A* area and t.he Los Angeles/Long Beach. CA area, via Fresno and 
'sKersfleld. anc over th* existing SPT route between Los 
AhJeles/l.ong Beach and Houston/Galveston. TX. This authority 
would apply only to those points now commonly served by A.SP and 
S'>'" located on those routes, and to connections with short ̂ .ne 
railroads at points, other than those common points, where the 
short-Un* .has competitive connections with ATSF and oP-T, 
would have access, eicher dlrecCly or through reciprocal 
switching, to a l l SPSP-served shippers at any of the common 
points. SPSP would act as KCS' agent for the purpose of 
handling, for KCS' account, r a i l t r a f f i c shipped pursuant to 
rates made by KCS under the I.RMA, The authority would InclUe 
the a b i l i t y to quote, nake, and publish, for KCS' account, rates 
for r a i l transportation services and to erter into r a i l 
cransportatlo- contracts wlCh shippers. KCS also seeks certam 
trackage rights related to the IRMA. In essence, the a-uthorlcy 
would enable KCS to quote rates and serve sUppers at a l l 
A'SP-SP"" common point.? along the Southern ..orrldor f.-ora the can 
'ranclsco Bay area to t.he Houston area, with service east beyo.id 
Houston through a combination of KCS' exlstl.ng authority a.nd 
trackage rights sought in this proceeding, 

KCS row oarriolpates in Sout.hern Corridor t r a f f i c movements 
by -ntarchanging with ATSF at Dallas, and this arrangement 
conpetes with SPT single-line Southern Corridor movements. 
Although i t s present participation in the t r a f f i c Is through 
connection -wl?h ATSF's lines, KCS requests chat c.ne IR.MA appiy 
ove- the "xlstlng SPT Southe.-n Corridor route between Hous-on and 
Los'Angelea. The reason for this is t.hat IRMA operation 
contemplates usmg SPSP trains to mo-.e t r a f f i c handled for KCo 
account. The primary applicants' ope.-ating plan anticipates 
moving t r a f f i c between the West Coast aric* New Orleans over^cne 
SP"' route through Houston rather Chan over Dallas, so .he i.-̂nA 
has been fashioned to conform to that aanagement decision. 
Moreover, because the greater portion t r a f f i c novl.ng 1" this 
market l i time-sensitive, and because SOS wouie have to rely on 
3=S' a.:«n'̂y KCS regards i t as incumosnc thac t.ie I.SMA apply -f-
the" SPSP routes designated as propos'̂ d service-sensitive roc .JS . 
However, KCS has stated chac ic would nodify the IrtMA request to 
:.ov*r cAe ATSF Southern Corridor route to che extent applicants 
intend to ->ove northern California t r a f f i c over that route. As 
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to the Los Angeles-Bay area segment, the IRMA i s designed to 
apply to both ATSP and SPT routes because che pr-iuary applicants 
Intend to move tr a i n s over Uoch. 

KCS requests trackage r i g h t s between Avo-idale and West Lake. 
LA. and between Beaumont and Houston. TX. thet. In connection 
wltn a segment of e x i s t i n g KCS trackage and the IRMA. would 
.jnable KCS to provide s i n g l e - l i n e service b-Jtween t h * west coast 
and the New Orleans gateway. Houston-Galveston trackage r i g h t s , 
and purchase cf a p a r t i a l int-iresc In the Houston 3«lt and 
Terminal Railway (HB4T) are sought to con-iect Galveston with 
service over t h * IRMA and other crackage r i g h t s . 

With the possible exception of t r a f f i c o r i g i n a t i n g or 
terminating north of Los Angeles, IRMA c r a f f i c i j expected So 
mcve in che same trains a.nd over the sare routes proposed In the 
primary applicants' operating plan, with SPSF perforalno an 
agency line-haul se.-'lce. Ordinarily. I t would be s u f f i c i e n t for 
SPSP CO move the IRMA t r a f f i c in I t s next scheduled tnrou»h 
t r a i n , providing the s«.ie .handll.ng for that t r a f f i c as i f I t were 
SPSP's own. However, would have the ri g h t to specify the 
t r a i n In which certain t l i . ^-sensitive IRMA t r a f f i c would b« moved 
CO insure i t s equitable handling. KCS expects to exercise chls 
-ight r a r e l y , and only to ensure that IRMA t r a f f i c w i l l not be 
re'egated to loca l t r a i n s while 'iPSP t r a f f i c '^f -h^ same type is 
carried on through t r a i n s . KCS anticipates that any problems 
concerning competition ^jetween I.RMA and SPSF t r a f f i c for space on 
SPSP tr a i n s could be resolved 'jased on .-easonaole operating 
practices. For example, p r i o r i t y would be given CJ perla.naolas 
and other service-sensitive t . - a f f l c , to loads as opposed to 
enpties, or to emerge:-.cy shi-jraent3, regardless of whether they 
were IRMA or SPSF c r a f f i c . .<CS .'oes not anticipate i n t e r f e r i n g 
In SPSP's scheduling of I t s t r a i n s , Por example, i f lack of 
business required t r a i n cor.soUdation. KCS would not aCCempt Co 
Dr«vent t h i s based on I t s own schedule oomBltments, because KCS. 
as'a contributor to the costs of the SPSP t r a i n operations, would 
have no incentive to require t r a i n schedules that would ln.:rease 
Chose coses. S i m i l a r l y , KCS would noc expect SPSF trains to oe 
delayed co receive IP(MA t r a f f i c from ot.her t r a i n s , local services 
or connections. 

SPSF would also l e r f j r m terminal .-landllng services at i l l 
corwon points i d e n t i f i e d i n KCS's Operating Plan. These services 
would include switching of loaded and empty oars between 
mdustrles and c r a l r s , -noventnt !>f oar.i to and from SPSF's ranp 
" a c u i t i e s . rampi.ng and dera.npi.ng of t r a i l e r s and containers, and 
oar d e l i v e r / to anc. receipt from swicoh carriers and '.nterUne 
connections. At Houston, SPSF's terml-ial hanillng se.-vice would 
•ncl-ide ln-erchan.ilng c r a f f i c wich HB4T. SPSF would be allowed 
-0 block IRMA t r a f f i c to the same extent, and in t.he same manner, 
as I f 'C i ^ r " t r i f r i o in SPSF's account. Therefore, IRMA 
operations should .not r e s u l t in any additional blocking, and SPSP 
would have the f l e x i b i l i t y -o nake up KCS blocks or Co Include 
KCS t r a l f i c i n other blocks in sucn a way as to ensure SPSS' s 
nost e f f i c i e n t operations. 

KCS '•oresees no problem of the THMA t r a f f i c stretching the 
ca p a b i l i t i e s of SPSF's lines and terminals to handle i t . Because 
-his 's "-raffle chat would have nioved in SPSF tr a i n s even in che 
absence of che IRMA, t.'te IRMA would not expand che universe of 
ava"able " r a f f l e but would nerely perralt i t to move -under r.CS 
rather tha.n SPSF -waybills, Moveover, KCS does not propose to 
ooerate w'thin any of the 15 major locations wnere che csPSr 
.^peraclng Plan p-ojeots the f u l l eonsolidatlor of ,\TSF and SF 
ya.-d functions, so there would be nc issue of congestion there. 

To compensate SPSF f o r the- use of ics equipment and 
f a o l l l t . 9 3 and for che performance of these agency duties on 
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KCS's benalf . KCS proposes to pay SPSF a car per mile fee Chac 
would reimburse I t f o r !ts var iable costs of providing service 
, - i r KCST t r a f f i c under che IRMA, plus a reasonable allowance fo r 
a re-urn on SPSP's cap i t a l Investment In the Unes of r a i l road 
equipment and other f a c i l i t i e s d l rec t l .» used in the rou t ing . 

KCS ant ic ipates obtaining equipment fo r IRMA loadings from 
various sources and not simply r e ly ing on SPSP at I t s expense to 
supply equipment f o r KCS's b e n e f i t . KCS would pay fo r an^ 
addi t iona l s t a f f i n g that the IRMA would require of SPSP, 
However, KCS dĉ es not appear to an t ic ipa te that t h i s would occur 
to any great degree. I t expects that SPSF would nave r e l a t i v e l y 
l i t t l e J l f f i c u l t y modifying SPSP's computer programs co enabli 
SPSP's computer syr'em to d i s t ingu i sh between cars in tne KCS 
IRMA account and ears in SPSF's a.-count. 
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FINAMCI.AL CONDITION OP THE APPLICANTS 

Southern Pacific Transportation Company 

Th* SPSP has -nade t.ne fi.nancial condition of SPT on* of t h * 
oencral Issues in thi s case. We conclude t h a t , although SPT Is a 
marglna" r a i l r o a d when compared to other r a i l r o a d s , i t is s t i l l a 
fl . n a n o l i l l y viable company. The factors we considered In 
reachlrg that conclusion are set f o r t h oeiow, 

SFSP's Standa.-ds for Evaluation 

In an attempt Co oe :'alr in our analysis of SPT's f i n a n c i a l 
condlUon. we reviewed the standards used by the applicants 
t.hemselves to evaluate che company. In December 19oo. the 
applicants found that SPT waa then, a.nd •would continue to be, a 
'•"nan-lally viable business and a vigorous competitor, rhe 
'a c t j r s they considered i n reacnlng that conclusion were l i s t e d 
i n a-i a f f i d a v i t by SPT's V i o i Pr.'Sldent and Treasurer aa follcws: 

(a) Asset base in excess of J '.-*5 b i l l i o n ; 
(b) Stockholder's equity of ,1,35 b i l l i o n ; 
(c) Current cash and terporary cash investments -n 

excess of ,150 m i l l i o n ; 
(d) Improved f i n a n c i a l l i q u i d i t y ; 
(*) S u f f i c i e n t banx lines of c r e d i t ; 
(f> Adequate bond credit raci-hgs; 
(g) Access to ca p i t a l markets to obtain addlf..onal 

financing; 
(h) Capital expenditure programs which ensure high 

q u a l i t y service to shippers; and 
(I ) S i g n i f i c a n t cash flow p o t e n t i a l . 

See A f f i d a v i t of David A. Smith at 3-4. 

By December 1985, when SPSP f i l e d I t s f i n a l b r i efs In th i s 
case, the applicants had changed c.helr p o s i t i o n , arguing that iP. 
is a f a l l i n g company. However, a oompariso.- iC the .actors ^ I t e d 
by the applicants two years e a r l i e r loes .not support the 
proposlCion that '̂ TT's condition had deteriorated, While current 
sash and temporari cash mvestments l e ^ l l " * ' ^ / " - ^ " ^ ^ ^ f " l l U o n at 
Ch- -nd of 1983 to i l 2 7 m i l l i o n by the end of 1985. a l l of ..he 
other factors remained the same or even Improved. For example, 
while the company's bond ratings remained i n c h a n g e d I ' - s asset 
base rose to nearly ,4,3 b i l l i o n a.nd stockholder's e-qulty 
ircr-ased to ,2 b i l l i o n , 

.Additional Financial Indicators 

Our evaluaton of SPT's f i n a n c i a l condition did not stop with 
the standar is used by the applicants. In previous -nergers -̂e 
have reviewed several f i n a n c i a l ratios that have t r a d i t i o n a l l y 

1/ SPT's equipment trust c e r t i f i c a t e s and niortgage bonds are 
Fated Aa3 and A3, respectively, by Moody's, and 3BB by Standard 
Poor's. .>SW. the pr i n c i p a l r a i l subsidiary of SPT, .nas an .Aaa 
and Aa3 rat i n g from Moody's on i t s equipment t r u a t c e r t i f i c a t e , 
and f I r s i mortgage bonds, and AAA and AA from Standard i Poor's, 

2/ I t Should be noted that Mr. Smith's evaluation of SPT's 
•'•nancla- condition was based on the company's -consolidated 
balance sheet, Including subsidiaries. Our a.ialysis is on the 
same basis. 
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. . r i - e r l a in Jecermlnlng the t'.nancia. posture . f a 
heen ' - ^ " t . " = ' ' ; t l t y . 'hese mdude the operating r a t i o 
transportation e r t l t y . . ..ota: c a p i t a l raclc, 
workl.ng c a p i t a l r a t i o , lon^ term aeo average 
fixed chars* coverage on net Investment In 

-.- l a b i l i t y . 

,he balance sheets. Income atatements -J^J^--^S^^veJ-t^a 
4f,n-.«ved m d e t a i l In the accomt-anylng exhioi-s. 

Vel ^^S?t!'obs^2rvation3 can be made /^,;,L,er 31. 

consolidated lf'?"S '^^howrpro I t a S l I ^perattSns t n each year. 
1933 . 1984, and 1985. Tt'oi ̂  ^ a i i suosldlary is not 

I S i r e f l - a f l l l S o y e r p o ^ r i t i v f N:t' Railway Operating 
considered, s.. s t i . . - ! -hr.^- three years. In f a c t , the 
income ("NHOi;) n each o^^^° ^ J ^ ^ t o n ^ r e a t e r than that of 
company's NRO.. f o r i j o o r a i l r o a d as 
l?d3. -hen the applicants characterized .ne , f i v e 

-healthy.- F i n a l l y , '[""^e e v a l u l t e ^ P a r t i c u l a r l y 
of the Six f , ^ - * " = ^ * ^ f t ^ l f , ^ , " , o cover fixed .narges more than 
noteworthy is that ..s aoni-y ^ equity -nore t.hiih 
doubled rro-n 1983 to 1985. Unc -atio saw a modest 
t r i p l e d . While the / ^ ^ ^ ' ^ . ^ J ^ ^ . i ^ g ' r a t i o is among the 
inprovement, the -aot that .PT s .^P'"" g ^^^^ 

r h i : 'o^era!ir't"a^gm:;tTa^r;irr"w;;:rrompared to the rest of 

t.1. ...duatry. 

•^cqp's standards ?r.r Evaluation 
. J iT-.;Tr,, «-<nancial condition usinb the sar.e 

We have evaluated A.SF s ^p.., ̂  comparison of 
standards the applicants used to ̂ v^^"'*" "^.^-SP •was 
:;r standard financial 1"^^-^-?,^^^^^ f^ve^f category of 
Significantly stronger than^PT include t.hat in 
f i n a n c i a l -measurement, '"^^ we can r« ^ 
1983 the apolicants considered ^iSF. U.^ 'toreover, also Uke 
f i n a n c i a l l y viable and ̂ Iforous competitor, .̂o ^^^.^ ̂ ^^^^^^ 
SPT. ATSP improved over -̂'e 198. to 1985 P; ,^„^any's bond 
cash and temporary casn l ^ f f T ^ f Igg^^^ase rose 9 percent co 
- i ; : ^ f s S T S ^ t t i o ^ l ^ ' t h f i t ^ sioL^o?ders. equity mereasca 9..5 
percent to 52.2 o l l l i o n . 
,H.4.Mon«-. Financial Indicators 

r '-v" w- al'o employed our t r a d i t i o n a l 

, -̂ .,'»w of ATSP'S income statements for the 
In summary, a rev.ew ^̂ '̂ ^ = ^ ^^^^ 3how., p r o f i t a b l e 

,ears ending December 1, .984 and^^9 b,,^^^^^ 
operations in each yea.--. ^ . ^ r 

oy Standard i Poor's. 
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-•peratmg Incorrje x"NROI") In each of chose years, although the 
-.-"pany's NROI for 1935 -.vas modestly lower (le'<s than one 
,:ercent) than In 1983. Pinally. the railroad .-eallzed an 
^-provenent in two of the six financial 'mdlcators we evaluated 
noc including tne dividend payouc .-atlo), while remaining 

substantially unchanged in che remaining categories. ATSF was 
significantly stronger cnan SPT in nearly a l l cacegorlea from 
1983 to 1985. Although the railroad is not an Industry leader. 
I t clearly Is not a weak and fa l l i n g company. 
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Finance Docket No. 30400. et a l . 
Appendix 3 cont'd 

SOUTHERN PACIFIC TRA.-̂ SPORTATION COMPANY 
AND SUBSIDIARY COMPAî IES 

CONSOLIDATED BALANCE SHEETS 

December 31 
33j_ci? 19B4 I9di_ 

( i n thousands) 
ASSETS 

' c I T L 5 " : m p o r a r y cash investments. . , 126 .324 , 100 ,736 , 162.165 

Recsivables ^ I t ' l t k ?ni ,70 ifip 'f iSfi 
Mater ia l a.,d supplies - at cost 5.5 6 107. 72 102J86 

^ A f f u S companies 17.072 13..01 19.527 
Other investments - at cost l ^ . l B j 7 7 ^ ^ 4 ^ ^ 

Total investments 93 .254 21x111 llMjJ. 

'SSSSa?; ^ n f s t r ^ ^ t u r e s 3.921.333 3.750.904 3,507,603 

Railroad equipment ^'H^'Ht ^'llH'ol 'til ill 

'^"'^rtrrr;p;;t;:::::::::::::::::^:tl^ 
Less a e c ^ i l a t : ^ depreciat ion I ' ^ ' V ^ ^ ' I t H l l 

Property - net "^.^^^j^l -^'^^^'^1° ^ ' ' p U t 
Other assets and deferred charges J V M i T ^ f H i l 

LIABILITIES AND STOCKHOLDER'S EQUITY 

Current l i a b i l i t i e s - ,-,o 
Accounts and wages payable « U9.b33 » 128,ld2 , id3 . i33 
Accrued payables: ^^^^^3 ^2.325 

i ^ f ' ^ ^ - - ; . 20 649 21.661 21.187 

/aca t . .n pay 19^,467 173.787 150.728 
C u r ^ r n t ' p i r t i i ^ - ^ f - I i ^ g l t e r m debt 104 631 31,544 8 7 
Other current liabilities IU>\A llVtll d v 

Total current liabUitles ^ ' j ^ l J f j 
Long-te-m debt ^{7"^!)') Tig'^BT? T^'i'dTT 
Deferrea Income taxes ' ^ • [ • ' , , 1 ' ^ I ' A t H - f o T ^ 
Long-ter-, lease obl iga t ions . k l ' l V o 2 ? H ^ 
Otner l i a b i l i t i e s i H j ^ J l ^-V ' ' ' • ' ' • 
.redeemable preference shares of 50.8IO 
a subsld'.ary '-̂  

Stockholder's equity 
Cownon stock, wlt.nout par value: 
authorized and oucstandlng. 424.375 
27 ,141 ,366 Shares,..,.... I I Q ' H Q io'.OOQ 150 000 

Additional paid-in c a p i t a l fiST'^QS I 569 296 1 427 877 
Retained income p ' u l l l ^ 20^2 >?t 

Total 3tock.-.older'3 equity 2,262.^, 0 2. 144,17. .i,uo«i.Oi 
Commitments and co -.tingenc 

^^^^^^Totr'.!;'. ' . ' . ' . '• •'. • '• • • • • • '• • • • • »4,f9i"̂ lj 
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Finance Docket No, 30400, et a l . 
Appendix a cont'd 

SOUTHERN PACIFIC TRANSPORTATION COMPANY 
AND SUBSIDIARY COMPANIES 

STATEMENTS OP CONSOLIDATED INCOME AND RETAItJED INCOME 

Year F.nded December 31 

— iqji5_ —m''^ ^ i i i - I I 
-— (In thousands ) 

Operating revenues a64 493 ,2.649.060 ,2.363.796 
Railroad 8l'309 64.497 66,548 
Trucking ; iik\'m ^7^!^^/ l.'-^M.i^'^ 

Total ••' — 

Operating expenses 
Railroad 1 176,809 1.293.747 1,162.559 
Transportation ••• ' 
Maintenance and depreciation ^ 675.209 746,559 652.070 
of equipment : ' * ' ' l ' ' * ' 
Malnte.nance and depreciation of 301, 179 309,550 
roadway and structures 265'.376 256.,'-49 ?J^?2"• 

Other -2.597^7? ^''^I'-'nli 
Total railroad 79.662 6CU^9 -.-^^^^ 

Trucking -'S.SZj Sdi 2.65a.u.^ .T^JfTJV^ 
Total 16 219 55,5-4 . (1,3902 

'^u-racing income (loss) • « -
Equity in earnings of a f f i l i a t e d ^ __ 2,58-, 2.535 
companies — " 
Other l.-̂ come , 46.527 34,953 
Miscellaneous rentais ^ ,,3 99, 128 69, 144 
Gains from sales of property ^ • ^^^59^ 6,927 
Lntsrest ' ' ' t " " 9 u40 (1.396) ,^3.791) 
Other non-operatmg income - net,.., ĝ.? - U7'.TIii _. 

Total -7-4\ 81,^26 lljJIl 
Interest expense • '•—' 
Income before income taxes 104.183 123.871 26.533 
and extraoromary item 
Income taxes ( 10, 210) 2,846 
Current (3.706) (20,394) (33.221) 
Deferred • 
Tax effect of operating .-oss 21,08u 
.carryforward TTm^) y.'o'ij „l' K. 

Total •••• —rrrm —rwtn? 
Inc-me before extraordinary item...-. 
Extraordinary item - tax benefit from 21,084 U.819 
itlUzatio.. of loss carryforward.... ^ ^ 14'; 41^ T V-.nT 

Net '..neorae . '"• •^"""""^^ 
Retained income ,l,569,29fe U,427,377 11.395,150 

Balance at beginning of the y e a r . . . . • ' • ^ g^^g I j i i d i i 32,311 
Net meome -Trmtli? - l ^ ^ ^ t ^ 1,^21^^^^ 
Adjustment of a prior year's .... . . . 'A^ 

d i v i d e n d . , . . . . . . . - - - - - ; ; ; . :fl7^HT73^ TT^^gT^ i^'''^^'^". 
Balance at end of the year ' -



Plr.ance Dockee No. 30400, et a l . 
Appen'ilx 3 cont'd 

SOUTHERN PACIFIC 
EXCLUDING RAIL AND TRUCKI.NO SUBi 

Selected Financial Data 
(.Jollars In Thousands) 

1985 1984 1983 

REVENUE. aXPE.VSE A.Nl INCOME I^SMS: 

Total Railway Operating Revinues 
Total Railway Operating Expenses 
Net Rever.i '"rom Railway Operations 
Income Avii - 'le f o r Mxed Charges 
Fixed Chargt; 
Income Taxes 
Provision Por Def.'rreJ Income Taxes 
Het Income 
Casn Dividends Pild 
Net =^ailway 0-,;eratlng Income 

J2,053.330 ,2.188.563 $1,963,739 
2,064.407 2,172,973 1.991,915 
( 10.527) 

159.162 
69.616 
12.776)( 
14.654)( 

116.976 

13,344 

15,590 
160,256 
74.164 
I7,308)v 
33,30C)( 
137,200 

56,698 

2ti,12D) 
71,549 
72.447 
14,325) 
15,997) 
29,424 

2.196 

CONDENSED FINANCIAL POSITION: 

Cash and Teirporary Cash Investments 
Materials and Supplies 
Total Current Assets 
Transportation Property-Net 
Total Assets 
Total Current L i a b i l i t i e s 
Long-Term Debt Due After One Year 
Total Shareholders Equity 
Total L i a b i l i t i e s and Shareholders 

Equity 

( 42,"̂ 22 
73.425 

444,589 
3.120.087 
4,263.048 

613,245 
71^,382 

2,268,094 

S -i2.463 
90.115 

428.661 
3.044.063 
4.181.279 

603,147 
749.370 

2,150,299 

i 103,341 
83,251 
480,153 

2,903,130 
",044,994 

607,731 
763.778 

1,923.130 

4,263.J«8 4,131,279 4.044.994 

SELECTED FINA.NCIAL RATIOS: 

Operating Ratio ^/ 
Working Capital Ratio b/ 
Debt to Total Capital ^/ 
Fixed C.iarge Coverage d/ 
Dividend Payouc ^ a t i o e/ 
Return on Equity f/ 
Return on Invest::ient ^/ 

100,51 '• 
0.72 X 

24.04 
2.29 X 

5.16 '. 
0.57 

99.29 1 
0.70 X 
25.36 X 
2,16 X 

6.33 ; 
2.16 1 

101,43 
1,79 X 
'C'.4 3 -i 

0,99 X 

•..53 I 
0.07 

a/ .=^allway Operating Expenses divided by Raliway Operating Revenues, 
b/ Current Assets divided by Current L i a b l U t i e a . 
"/ Long-term Debt divided by Long-tern Debt and ohareholders equity, 
t / Income .Available for Fixed Charges d ivided by Fixed and Contingent 

Charges. 
e/ Cash Dividends Paid divided by "let Income. 
?/ Net Income divided by Shareholders Equity. 
7/ Met Railway Operating Income divided by Net Investment In Rail 

Property as Defined i n Ex Parte No, 416, 

- 6 



Plnance OocKet No. 30400. e_t a l . 
Appendix G cont'd 

ST, LOUIS SOUTHWESTERN 

Selected Plna.icial Data 
(Dollars i n Thousands) 

•REVENUE, EXPENSE AND INCOME ITEMS: 

Total Railway Operating Revenues 
Total Railway Operating Expenses 
Net "Revenue from Railway Operations 
Income Available f o r Fixed Charges 
Fixed Charges 
Income Taxes 
Provision For Deferred Income Taxes 
Vet Income 
• • KT Olv: ;end3 Paid 
•'et Railway Operating Income 

1985 1984 1983 

$ 390,088 $ 436.211 , 367,762 
362.228 394.047 335.970 
27.360 42.164 31.792 
41.372 72.233 59.380 
9.482 10.799 12,.022 

( 569) 4,423 19,460 
U.153 12,426 

44,585 
1,339 

21.2^9 
12,426 
44,585 26,559 

18.173 18.174 18.174 
l'',276 25,315 10,993 

CONDEf.'SED FINANCIAL ?OS:'"ION: 

Cash and Temporary Cash Investaents 
Materials and Supplies 
Total Current Assets 
Transpor-;atlon Property-Met 
Total Assets 
Total Current L i a b i l i t i e s 
Long-Term Deot Due Afcer One ''<:ar 
Total Shareholders Equity 
Total L i a b l U r i e s and Shareholders 

Equity 

39,494 
9,303 

174.741 
743.453 
988,559 
114,582 
102,417 
501,140 

S 52.5^1 
12.373 
191.903 
749.477 

1,007,468 
128.371 
116,247 
408.084 

J.J, 4 36 
J.303 

168.383 
737,293 
969.159 
119.347 
135.616 
466,418 

983,559 1,00'.468 969.159 

SELECTED FINANCIAL RATIOS: 

Operating Ratio a/ 
'.-Jorklng Capital Ratio b/ 
Debt to Total Capital c/ 
Fixed Charge Co'-erage 
Di-;idend Payouc Ratio _ 
Return on Equity f/ 
Hecurn on .•rivestnsnt £/ 

1 / 
•/ 

92 .85 at 
0 90,33 01,36 * 

I .53 X 1,49 X 1,42 X 
16 .97 » 13.92 ,* 22,53 i 

.36 X 6.69 X 4.94 X 
35 ,60 m 

a 4.0,76 s 63.43 t 

.» 4 .24 ),2l i 5.69 0 

2 ,22 # 3.30 m 1.45 • 

a/ 
b/ 
c/ 
d/ 

e/ 
T/ 

Railway Operating Expenses divided by Ra'Uway Opera'.ing Revenues. 
:jr:-ent Assets divided by Current L i a b i l i t i e s , 
Long-ter-n Jebt divided by Long-term Debt and Shareholders equity. 
Incone Available f o r Fixed Charges divided by Fixed and Contingent 
Charges, 
Cash Dividends Paid divided by Mtt Incone. 
Net Income divided by 3hareholi.er3 Equity, 
Net Railway Operating Income divided by Net Investment i n Rail 
Property as Defined in Ex Parte -Ao. 416, 

- 7 -



Finance Docket No, 30400, et a l . 
Appendix (• cont'd ' ' 

THE ATCHISON. TOPEKA AND SANl'A PE .RAILWAY COMPANY 
AND SUBSIDIARY COMPANIES 

BALANCE SHEET 

ASSETS 

Current Assets 
Cash and Cemporary investments, at -ost 
Accounts reoeivable, less allowances 
Federal Incone tax refundable 
Materi-ils and supplies 
Other 

Total current assets 

Other Assets 
Voluntary Bond Retlre.„jnr Fund 
Investments i n a f f i l i a t e d companies 
Funds segregated ."or c a p i t a l expenditure 
vther 

Total other assets 

Properties 
Less-accumulated depreciation and 
amortization 

Net properties 

Leased Properties Under Capital Leases 

TOTAL 

December 31 

im^ Tin M i l l i o n s ; 

5 110,4 
316.9 

107.5 
4.2 

44,9 
19.0 
14,4 
6 7.0 

58.5 
302.0 
4,4 

93.0 
3.7 

501.6 

40,5 
21,1 
2,0 

62,2 

4,715.5 5,103.8 4,870.0 

^1.542,5) (1.547,1) (1,584,6) 

20,8 25,1 

<4,l32,7 $4 024,0 Si,783,4 

LIABILITIES AND STOCKHOLDER'S EQUITY 

Current l i a b U i c i e s 
Drafts payable 
Accounts and wages payable 
Accrued U a b l l l c i e s 
Long Cer:n debt due within one year 

.ot a l current l l a b i l l c i e s 

Long Term Debt Due After One Year 
Obligations Under Capital Leases 
Other L i a b i l i t i e s 
Deferred Federal and State Income Taxes 
Stockholder's Equity 
Common stock - $10 par value (100 shar-s 
authorized and oucscanding) and paid-in 
::apical 

Recained Income 
Total .stockholder's equity 

TOTAL 

Deeemtar 31 
1985 1964 • I9e3 

aliens) 

393.2 393,2 
1.310,0 1.721,1 

i 28 ,0 , 4 i 38 .9 
n . 1 ?3 . 7 95 ,7 

239 ,2 236 • 5 240 .3 
32 , 7 52 , 5 47 ,2 

44 1 3 413 'T 1 
661 6 609 6 537 0 

2«, 4 ""' 2a 0 
72, 5 39, 4 73. 4 

3014 , a 767, 3 635. 3 

393.2 
1,646.4 
2,Vf9.6 

^4,182,7 ,4,024,0 ,3,733, 

- 3 -



Finance Docket No, 50400, et a l . 
Appendix 0 cont'd 

ATCHISON. TOPEKA AMD SANTA PE 

Selected Financial Data 
(Dollars In Thousands. 

1985 1934 19B3 

REVENUE. EXPENSE AND INCOME ITEMS: 

Total R-'llway Operating Revenues 
Total Railway Operatl.ig Expenses 
Net Revenue from Pal.way Operations 
Incone Available .or 'Ixed Charges 
Fixed Charges 
Incon* Taxes 
Provlsl-^n Pot- Jeferre t Income Taxes 
Net Income 
Cash Dlvlde.ids Pai' 
Net Railway Operating Income 

,2.144,360 ,2.305,444 
1.989,150 2.083,27? 

155.210 222,167 
226,159 2b8,122 
63,950 58.736 

( 1,136) 811 
36.616 72.514 
125,792 135. 29 
36.900 60,500 
119.699 148.323 

,2.091.143 
1,908.444 
182,699 
231,544 
59,111 

( 4.385) 
66.431 
110,387 
26,004 
120,598 

CONDENSED FINANCIAL OOSI''ION: 

Cash and Temporary Cash Invtst.jents 
Materials and Supplies 
Total Curr-iht Assets 
Transportation Proper'»y-Net 
Total Assetj 
Total Current L i a b i l i t i e s 
Long-Term Debt Due After One Year 
Total Shareholders equity 
To»-al L i a b i l i t i e s and Shareholders 

Equity 

, 27,941 
112,525 
467,831 

3-553.731 
4,206,811 
498,986 
62b,969 

2.205.347 

i 110,385 
107.594 
574.340 

3.316.412 
4.055.179 
466,995 
615,993 

•'.116,45& 

i 93.358 
92.962 
533,552 

3,145,945 
3,311.350 
449.554 
597.116 

2.000.131 

4,206.811 a,055.179 3.3U,350 

SELECTED FINANCIAL RATIOS; 

Operating Ratio a/ 
'rforklng Capital Ratio b/ 
Debt to Total Capital c/ 
Fixed Charge Coverage ^/ 
Dividend Payout Ratio e/ 
Return on Equity f.' ~ 
Return on Investment £/ 

92.76 
0.94 

22.14 
3.54 

29.33 
5.70 
3.35 

90.36 
1.23 

22.54 
4,56 

44,31 
6.3a 
4.33 

91.26 J 
1.19 X 

22.99 i 
3.92 X 

23.56 i 
5.52 
3.70 

a/ 

1/ 
c/ 
3/ 
• / 
f/ 

Railway Operating Expenres divided by Railway Operating Revenues. 
Current Assets dlvlJef* by Current L i a b i l i t i e s . 
Long-term Debt divided by Long-term Debt and Shareholders -"qulty. 
Income Available for Fixed Charges divided by Fixed and Contingent 
Charges. 
Cash Dividends Paid divided by Net Income. 
'Jet Income divided bj Shareholders Equity. 
N-t Railway Operating; Income divided by Nec InvesCment In Ral 
Property as Define-' Ex Parte No. 416, mm 
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