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i . t a l a conpatltlv. .ov.a by 3W and ATSP ov.r a !o-y?ar o i r ^ L 
that hav. <.pt ra t .« at a r.aaonabU \ . . . i . \ t l d t v i r ^ L n oJ 
to ^ ^ n ' / " * " ' " ^ P f " ' ^'••f''c rrom ATSF to SW ? o r e . l ATSP 
to k..p op.n a C P at Safc.rafl . ld >hat it had . - r .nd .d to 

5r^Jrb .r**^?^Sp 'iV'-A^^i- ? of H.Tb. Thompson; UP/MP-aa. VS 
or tarb.r. UP/MP-33, /S of Bryant, Corcoran, Crouch/Ora.n. 3'lb 

2^/ UP/MP-S3, •. . r O - r l . at ii-6. 

52/ UP/MP-23. VS of Thompson at 6. 

53/ UP/MP-23, VS of Matn.y i t ii-5. 

5j»/ UP/MP-33, VS of Brew.r at 
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eloae 55/ Aaaln. these are simply exampl.s rroM an 
ricrr<i-3i«u«SntlAg .o»petltlon O'^-- ^PP^^-j;^.: 'Z.fT.'T.?^ 
r,,-..* ir... rc«ffic. Th.y are suuported by ev-J.nce snowmk ^ 

did t h . carrier with the awat.er snare 
on.-thlrd of th . r a i l market.^/ 

Nor can there be anj dcubt that ' f f r n l l ' s 
t r a f f i c is at stake. As an f^^^P^'^^^^J^tc « ^ v l S b . t C « ^ th. 

^ \ t l . . l \tMT»» over 1.6 Bi l l ion tons mov.d e««r' -.nd and and those aiaiea, over J- r«a .•»., frtm • od to 

T l t x l l l a « o , t equally between MLb .^d 2'^!^, ; f p o - ^ and t h . 

a n d ' " i ? s i a n . orUlns to' C . U f o r n l . d.atlnatlo .a In 

OS 

tons, 

55/ UP/MP-3 3. VS of Crouch and Qraen at 5-6. 

56/ See VS of Baioer. Figures 3 and « 

T y Se. CPUC-5. VS of WUUams. ar.d Apjendl. A to that ,tate>nent, 

^ / UP/MP-:'6. VS or Murphy (Barber. Ap... O at B-1 and 2. 

59/ UP/WP-23. V3 of Orris at t . 
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196?.6^/ NP? shlLD.d 20.000 t r a l l r j v - r the S.v.i-h.nn 
CorrtJor Ir. 1983.5'/ ^^^'^ So-'thern 

r.r,-?lT ^'^^'^o" °f figures Should aot be taken aa 
r»ct t h ^ ^ ^ aaauBptlon that t h i s t r a f f i c voluae la s t ^ i c . In 
f a c t , there Is reason to expect that the amount of - a l l tonna.,* 
aoroas the Soithern Corridor w i l l In-rf-aae Th-
double-atack containers, referred' l ^ ^ ^ T t l n , p ^ t n t s ' [ n ' t h ^ " " °' 
record, may jcnentuats r a i l ' s »dv«n''j« ^ne 

Tait ; ^ » Angelea County ranked f i r s t in the nation In 

0 Li2/?''?fi'""^' ahlpirents (>,alaei at 169 bllUcn; l,"d 

California h-^a a sroas state product of about ikOO 

creation o ^ ^ ' ' r . f f * . ! ° * " " ° ' '"'P' ."thorUo t.he 
i n f J ; ^ ^ ^, tnonopoly acroaa t h . South.m Corridor. 

' »"«"(̂ *̂<1 t° 'how that oonaolldatlon of t h e i r 
ayatema would not be ^annful to the shipping puuiio because 
other modal options ^re available f . r this t r i f f c ;nd appttcants 
compete for very U t t l e of I t now. Aa noted e a r l i e r in t h i s 

baaid on'f«,^?J'''""' T-̂ '"'" supporting theae assert ons are 
baaed on f a u l t y assumptions and are seriously fla-ed. In fact 
the evidence demonstrates that a considerable amount of t r a f f i c 
requlrea movement by r a i l acroaa t h i s oorrldor i f i t is to move 
o n t H i ^ ? ' ' ^ * r ^ * ' '̂ T''* "° ^'-^"^ Southern Corr dor raU 
oS in2^.L?^?^'°••'''^^?"•^^'=''• ""^ ̂ '̂ "̂  Shippers now rely 

competition to maintain r*vorabie rates and 
s^bst^nM.r* °^ -*<J"l̂ i"« r a i l competition Is 
substantial. Moreover, a consolidation, once approved, would 
I n X ^ T i n d e f i n i t e : y. I t s monopolistic c h l r i c t e r could 
^ ^ J ^ ^ l "̂ '̂ '̂  d i f f i c u l t y i r Changed transportation 
conditions or growth In .reduction mak.- California and the 
? o r r l I o r r a U r o I d J<»P«''-='e"t on a single Southern 

We conclude that competitive r a i l options are necessar. for 
transcontinental t r a f f i c requiring movement across the Southwest 
between the major Cal i f o r n i a areas now experiencing r a i l 
competition .Bay Area. San Joaquin Valley, and Los Angeles area* 
and the orlgl.ns and destinations of that t r a f f i c In eastern Texas 
and beyond. In addition. Phoenix and other California points 
(primarily in the San Joaquin Valle>) located on applicants' 
Southern Corrldo.- routes and now served exclusively by applicants 
must be assured oV competing r a i l service for a l l Interstate 
^ST ""•"."-.^J^^''^"'"^* points not served by both ATSP and 
^ K'.'^^!.''" ^^^^ " '̂"P^ enables both carriers to compete for 
substantial amounts of t r a f f i c . Thus, that entire ar«a must be 
assured of continued ra•1 competition comparable t i that now 
a v a i l a b e before the conaolldatlon could be approvel. 

One further Southern Corridor problem requires consideration 
In t h i s section, that of Loa Angeles Basin transcontinental 
t r a f f i c moving to or from points other than those already 
discussed. Tnls t r a f f i c can move over either of applicants' 

60 / UP/MP-23, VS or Thompaor. at 3. 

6J/ 'JP/MP-23. VS of Matney at 1. 

6£/ UP/MP-3it, VS of Barber at 8. 
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lra^o^tant o r i g i n and 
the Northeast, the 

i t a . Iowa. 
and 

The Los Angeles Paaln U an ' 
des t ina t ion f o r ^^= South" Dakoti; North Dakota. 
North Central States ^^"^'^"Jld'c^a Stat.;* of Kansas and 
Minnesota, and W i * ^ ^ " ' ^ " ^ ! *"'*,cPUC-5; VS WllUams, Tables A-1^ 
Missour i . Based ^ ^ i ' ^ ^ ^ f l ^ ^ l n accounted f o r the o r i g in a t i o n 
and A-26) . the Los f ^ n of 7.9 m i l l i o n tons of the 
2.2 a l U l o n tons ^ " 1 ^ " % ^ f , ' ^ i ^ * ^ ' d a t a focus on the shares of 
described ^t - ' ' ^^^;V^^tr^^A^^sp. !nd UP: 
t h i s t r a f f i c held by bPT. 

of 

Tonnage 

M«pket Share ( t l 
JOT 5 T 3 7 ^ SPSP 

30'>.'o 
1,327.6 

3.126- 19.8 
30.8 

'. 

21-9 58.3 -tl'l 
a8.7 20.5 79.5 
4' 8 16.1 83.9 

T r a f f i c Flo" 

Prom Los Ang-!!** to: 

N. Central Statea 
KS and MO 
Northeast 

To Loa Angeles Prom: 

N. Central Statea 
KS and MO 
Northeast 

, ^ho* than, even with an SPSP merger. 
The above data **̂ °!.if of the r a i l market for 

UH/MP would hold *Pl''"°''J"̂ f * ,8 Angeles Basin and the North 
t r a f f i c Bovlng between ^^'.^'»*^|tr unquestionably would place 
Central Statea. three-fourths of the t r a f f i c 
r?SF m control of fPP''°:'i^'"^^3»',irind Kansas. Missouri, and 
..oving between ^^^^,^^^„*?^':%^stantlal reduction of 

r ^ e r y T l 3 f l c - t market. 

Moreover, i n i ^ ^ H - l ^ ; , : % r r t ' b : c : u s " ' : i t h t h : ' J c u £ f 
Tucumcarl li n e to Ssw^l" t t ^ w L n southern California and Kansas 
Ihe Hock island, ^ ^ f " ^ ^ ' ' ^ ^ X t e d to the 'JP and ATSP routes, an. 
City and Chicago had option for shippers, 
.e Wished ro create ^^<^^^^^^°;-*i,,?d again reduce shippers 
^ ^ m ^ \ o ;:c'r^;tlnga for that t r a f f i c . 

C, Thr r a l Corridor 

Introduction 

The Central Corridor fn^races 
routes for transcontinental t r a f f U 

r n r r l d o r route near Greet: Hlver WY Corridor '̂ ""̂  ^ , competing 

?°"'f,or has a natural .dvan'tage fo 
Corridor ^'^ '^"hornetln>es been t r . a 
t r a l ! ! - . „ , CQT; Tucumca 
Control, 36*' i-.C.c. at . _ 

three of 
Thase 

and the 
The Nort 

operated 
connect 
, and th 

routes 
r certain 
ted as a 
r i . 363 I 

the seven competing 
are the UP/MP 
3PT I n t e r l i n e route 
hern Corrldor 
by the BN. tr.e other 
to Us Centra; 
,e Southern Corridor 
BecauS'S the Central 
transcontinental 

separate market. UP 
.C.C. at 383. 



• . . . . .. ..a been and renal̂ ^̂ ^̂ ^̂ ^̂ ^ 

ua.d t r . •• '^-^U^'^'ll-^^,^^^^^^^^ narket Sha.-s: 

Scuth (57." P«^^ '^"f , , rorn<a and nSrth c U t r a l ' ( 7 0 . 2 p e r c e n t ) . | l / 
between Northern C a l i f ^ r n a ^'^^ n revenues annually. 
This t e r r i t o r y generates $ I .« b U . . o n m ra 

Central Corridor . ^ P r L ^ ^ ' r i s ^ r u L r r u r U t h f r r n r ' ' mtar-ohange Poirta 1" the Eas. and ts ^^^^^ 
d i s t r i b u t i n g points in -he West. t ' " ' - ' ; ' ^2 
t.- the Ogden gateway by "JP/P ^'^ ^ l l ' t r a f f i c then noves over the 
J.r.e C.,nt?al ; o r r l d o r ' s west end points on the 
Continental ^ iv i Je on JP or ORQW to y ^ , , ^ ^ ^ ^ ^ movements 
Great Plains or the Misslsaippi 
simply reverse th is process. 

, . - i j v - » ro DRQW between Pueblo. CO, an.i 

SPT and the .-antral Pac i f i c Condi' ions 

3P.̂  involvement in the Central Corridor has ^ ) ^ \ ^ ^ , ^ , 
Tublected to ^^evated pub Ic sc ru t iny sln.e^^^^^^^^ ^ 

Centr».l • ac l f l c Railroad ^ ,nd CP were prevented i r • 
stock m 1899. Plans merge *^^.r%<,„trol over botn * 
by the Su,>rece Court. p , o . TX. and a port ion or tru-
Southern Corridor route through ^1 " r ' ^ ; -^^^^ Consequently, 
centra l Co.^rldor route v io la ted thr _̂ Southern 
I t ordered ^ev-rance of CP trom i r ^ ^ ^ ^ _ ^ ^ . ^ ^ ^ 
Pac. Co., 2-̂ 9 '.'.S. 21'. ;.922) ^ I f f P f ^ H s ^ T H e r n P a c J ^ case v,as 
r r i t e rve - t lo , of the =<^^«r«"-' ' " " ^ f F u ^ r ^ ^ ^ .^n.res^ 
pending, presented >"SPT-CP breakup, u u b ^^^^ed former 
Sdoptea the .ransportat lon A",̂  ° ' ' ^ ' ^iiow Commission 
" = ^ ^ ° \ \ f a c r u l s r t t o r o r % r n r r o r b y * o n e ' r a l i r o a d of another .nd 
t r i t u i ^Sch^rpprovl r to supersede tae a n t i t r u s t laws. 

The Commlsuon approved an SPT ^ P P ^ ^ ^ ; - , ^ - 3 r : r t n e ^ ' 
subject to . . .ndi t lons to ^^sure tn ^ e f f i c l e - i t . 

Central Corridor for " a f f i c fo r '^^^'^^^^^^^^ P a c i f i c , or CP 
These conditions f ^ i " " SeneralTTnn^i"-Son3Tnons preol.aea 
condi t ions . See Appendix P. southern Corr idor . => 

I.C.C. 508 (1923)• 

in 1902. the ConmUsion J^.rtrr^njement'wlrh'u? for 
eliminate ' %P-^«::: . . r p l f i f i ' t e r r l t o r y "irough Ogden. 
t r a f f i c moving from o^n^tax 

r ^,r,f,.t shares in transcontinental t r a f f i c 
63/ For a breakdown ^^^"^^^ p ^ i ' r to the WP/UP consolidation, 
moving by c a r r i e r .nd "Northern California" here 
see JP Control. 3bb ^-.Art'rhe San Joaauln Valley. These lncl33eF-lTre-Bay area ano the San Jca4 ^^^^^ corridor U 

s t a t i s t i c , are ̂  ' ^ ^ ^ s the^,nly available routing for a l l 
heavily used, not raac it-
of t h i s t r a f f i c . 
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LCondltlon .e) of the CP ^ - f , ^ ; , ? ^ i i l t f l T T T i i l ^ e n r o f ' ^ M 
(1962). However, the D i s t r i c t Court for the 
laaue was set aside hy the ''"^^'^f co. v. ICC, 229 ?• 
D i s t r i c t of Colorado i n D e n v e £ _ A ^ ^ 
Supp. 2U9 (D. Colo. 1 9 f I ; I'L * " d l t l o r a and granted the DRQW 

I.C.C. 3̂ 5 (19&6!. 

Although the :P conditions favored --p^ortefthe' ' 
DRGW. Which was In receivership In ̂ ^2.,^. «72 (1^62). The 
conditions. See 2I=2^^' ^ I, ̂ ^^^in in'the transcontinental 
conditions encouraged :)HuW part cip ^^^^^ ,^ ^ 

f r e i g h t t r a f f i c f . ^ j ^ ^ ' ^ ^ ^ f f ^ ^ ^ u ! »GW^ bridge t r a f f i c accounted 
Control, i d . at '*7'*. .^1^" ' , ̂ ons nandled by the Rio 
To?-o7n:y ^ 0 \ P t r * " r . r n t of <ts t o t a l f r e i g h t revenue, -herea.^. 
Orande, and 16.23 P*'-̂ "̂̂  were 3«.72 percent and 51..8 

:r4"ur;rS.rt.srrr»:r'r;u";.«»a*«...»p-"" 
of i t a t o t a l t r a f f i c base. 

r . i o l u t l o n of the instant proceeding. i ^^^^ 
S " l s l o n on the ea r l i e r • ^ ^ ' ^ ^ f / l ^ ^ ^ f , ^ i t h Salt Uke CI...-, thu . 
connecting u.e Bay Area and ^ '^^^^^^e of t r a f f i c at the 
removing UP's dependence on i n as a 
Ogden gateway. 

The removal of the CP - ' J ^ . ^ ^ ^ - U ^ i t J o n ^ r c p ' ^ o n d i t l o n r 
based on two f l " d l " f = f ^ o r t i n ' n t a l competition" and .J) ^ 
-as (1) • • ^ » ' ^ f „ ? ! " f t n a n ^ J [ v l l b i l l y and I t s a b i l i t y to compete. 

The Commission found that ; 

,n . . f f - r t 13 forced to provide service and 

v i a b i l i t y as wel as Us primary 
essential services . • • ' ^ v a f o n and 
concern must be f of ^^e market share 
enhancement of «">Pf^^^^°S nevertheless appears 
of the l " ' ^ ^ ' ' ^ ' ^ : : * : ' t n a t exr*"^i"6 SP's competitive 
reasonably ce-taln '^^*^„**P*"3 .-tnancial v i a b i l i t y 
opportunit ies w i n ^nhanc« I S -^inan^^ ^^^^^^ ^„ 
^ S o n a l ' S t t t t o r o r ^ s e n t l a l services . 

61 



Finance Do.-'ket No. 30^00. et a l , 

We i l s o found that discontinuing SPT's forced s o l i c i t a t i o n 
of t r a f f i c f o r UP would Improve SPT's f i n a n c i a l v i a b i l i t y and 
enhance I t s a b i l i t y to cover fixed charges. l ^ . at 12. 

Condition (e! was preserved as to DRQW, because the 
condition does not act as a per se bar to rate or service 
competition. Although I t requires preferential s o l i c i t a t i o n r f 
the Central Corridor route for certain t r a f f i c , i t does not 
prevent SPT from developing oorajjetltlve rate and service paoKa-, ;s 
for I t s Southern Corridor routes. In addition, removal of 
Condition (e) was denied for lack of evidence on the volume of 
t r a f f i c l i k e l y to oe affected by I t s removal, a'-d for lack of 
evidence of i t s effect on DRGW and the Central 'orrldor route. 
lA. at 15. 

Effect of the UP/MP/WP Merger 

With approval of the UP/MP/WP merger In 1982, the picture i n 
the Central Corridor changed substantially. UP lost i t s 
Incentive to I n t e r l i n e t r a f f i c with SPT in Utah, and MP lost I t s 
Incentive to I n t e r l i n e t r a f f i c with DRO- In Colorado. This would 
have resulted In :he loas of a competitive ^ l t t ? r ^ a t i v e route to 
the UP fo r transcontinental t r a f f i c t.'.rougn the Central 
Corridor. The pr^'Olem was addressed by gr a f t i n g ihe DRGW 
trackage rights between Pueblo, CC. anl Kans.̂ s City. Access t j 
the important Kansas City gateway ensured DROW Independent 
i n t e r l i n e partners at the Central Corridor s sast-end connection 
for transcontinental t r a f f i c . This conditlci', "by enhancing and 
stimulating competition In the Central Corridor" was found to 
provide "substantial public benefit." UP Control. 366 I.C.C. at 
576. This condition was supported .... DOJ. DOT, and the State of 
Cali f o r n i a , to mitigate the harm arising from the "reduction i n 
coraprtltlve alternatives for some shippers In the Central 
Corridor . . . ." Id. DRGW trackage rights were designed to 
place DflOW "In a poiTtlon to provide competitive "r^nscontIneiital 
service throai;h the Central Corridor, and w i l l add a competitor 
for a l l transoontl lental t r a f f i c . " UP Control, 366 I.C.C. at 
578. 

SPT was granted trackage rights eastward, between Kansas 
City and St. Louis. This created a -jompetltive J o l n t - l l n e 
trackage rlfc,ht3 operation from SPT t e r r i t o r y In C a l i f o r n i a , 
through Puerlo, CO, to the Mississippi River. I t was expected 
that: "SPT's operation in t h i s corridor w i l l enhance competition 
In the Central Corridor and between the Central and Southern 
Corridors for transcontinental t r a f f i c . " UP Control. 366 I.C.C. 
at 580. The Commission noted tha' SPT exclusively served 12,800 
shippers In Northern California and Southern Oregon, and thus 
these combined trackage rights would mitigate the loss of UP as a 
fri e n d l y connection for -̂PT -.n Utah. Id. at 515. 

Aa a -consequence of the UP/MP/WP merger. SPT and DRGW 
en' -ed into a sol' • • ' n agreement that provides that the 
par• es : 

. . . Shall use t h e i r best e f f o r t s to Influence 
eastbound and westbound transcontinental t r a f f i c 
via 3P and DRGW over the Ogden gateway from and to 
SP and I t s connections between Portland, OR on the 
north and Salinas, CA. Los Bancs, CA and 
Chowchllla, CA on the south . . . . 

The parties a}.so agree to use their be ̂  f 
to develop the oP-DRGW-SSW route via the -
gateway. 

SPT/DRQW Agreement, January 19. 1983. Section 1. 

T c r t b 
.13 
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Pursuant to th i s agreement, SPT and DRGW have Interchanged 
c-er 100.000 carloads innually. Thte a»ireement Is due to expire 
i n 1987. 

In determining to Impose corrective actions In UP Ccntrol, 
the adverse competitive effect of the UP conaolldatlon on a l l 
a l t e r n a t i v e transcontinental routings was examined. We 
determined that BN's northern routes offered llmiteU competition 
fo r C a l i f o r n i a snippers, primarily between northern California 
and the North Central States. UP Control, supra at 518 and n. 
50. 

Exxji-lng Competitive Situation 

There are now t.iro'r Central C'^-ridor transcontinental 
routings: UP slngle-ll.-ie; SPT-TflCW; and .'PT-'.'r. .TI the West 
Coast, UP sing l e - l i n e service Is a v a l l a u l i . r i m a r l l j for the Bay 
Area, the Sacramento Valley <inc1 parts , " •.or'-h^ajtern C a l i f o r n i a , 
because UP's Central Corridor llneti extend only to these areas. 
The SPT J o i n t - l i n e routings, howevjr, a.-e available to serve an 
extensive area from western Oregon throut; "'•b "rin Joaquin 
Valley, including the Bay Area and norther;: Ca.'li .^rnla. 

Prior to the incorporation of WF into the UP s.> ;tsm, WP and 
SPT competed with each other and provided frlendl.' interchanges 
with both UP ana DROW. In 1982, WP interchanged 34 ercent of 
the DRGW's overhead t r a f f i c and SPT interci. mged 6 i ;,er"ent. 
After the UP/WP merger, i n 1983, SPT's interchanged sha;-j with 
the DRGW at Ogden had risen to 86 percent of DRGW's -.ral f i c and 
accounted f c r 91 percent of DRGW's Interchanged t r a f f i c ?gdei, 
f o r the last 6 months of that year. During the f i r s t 5 ..:onths of 
i98't, SPT's interchange share of DRGW's o/erhead t r a f f i c »as y7 
percent. (DRGW-ia, VS Bralnard at 13). Stated In terms of 
carloads, In 1981, the DROW-WP t r a f f i c amou:ited to nearly -tg.OOO 
carloads and t r a i l e r loads. After the UP merger, this t r a f f i c 
declined to less than 3,000 c a r s / t r a i l e r s In 198'*. Conversely, 
the SPT-DRGW Interchange at Ogden markedly Increased from about 
88,000 carloads ( a l l t r a f f i c , regardless of how i t moved on DRGW) 
to nearly 107.000 carloads 1P 190^ (In 1982 there was a decline 
to 75,000 cars r e f l e c t i n g the recession). See DRGW-33, Vol. '.1, 
VS A.L. Thiessen. arJ Exhibit SFSr-C-115. Mo Grande is no^ 
t o t a l l y dependent on SPT' at Ogden for the i n t e r l i n e moveirent of 
transcontinental t r a f f i c over DRGW lines. 

Characteristics of SPT's Ogden Gatewa.y Tr a f f i c 

Data bubraltted by CPUC detai l s the Incerreglonal t r a f f i c 
flows f o r a l l t r a f f i c Interrhanged by SPT at 0gd.»n (In other 
words, to/from both UP and DRGW).6"/ The data rfveai that the 
t r a f f i c originated by SPT moving vTa Ogden amourted to 
aprroximateiy "t.1 m i l l i o n net tons in 1982, while westbound, 
a^out 5.5 m i l l i o n net tons were received at Ogden and terminated 
by SPT. In the following discussion, -'Bai Area" is the area 
comprised of San Mateo, Santa Clara. Alameda, and Contra Costa 
Counties. "Northern Califor-.la" Is comprised of four sub-state 
groups of c. unties <>8 used In the evidence submitted by CPUC: 
(1) Northwes-.ern CaUfornla, '2) Northeastern CaHfornla, (3) 
Sacramento Valley, ind («) the North San Joaquin Valle> .^/ 

6"/ CPUC-5, VS of Williams at II-5'» and 11-58. 

65/ CPUC's "North San Joaquin Valley" refers to the counties at 
1"Re northern end of the valley servad not only ly applicants, hut 
also by Union Pacific. CPUC's area designated "South San Joa4uln 
Valley" Includes Merced, Madera. Fresno. Tulare. Kings and Kern 
Counties. Our own references to tne "San Joaquin Valle>" 
encompass the same area as CPUC's "South San Joaquin Valley". 
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These four sub-state areas l i e north and east of the Bay Area, 
anl generally north of Merced, Mariposa, Mono, and Alpln. 
Courtles. 

With resi-eot to the overall t r a f f i c flows moving via SPT's 
Ogden gateway, approximately one-fourth of the eastbound tonnage 
(Interchanged by SPT at Ogden) originated In Oregon (1.1 million 
out of t . l million net tons), and Northern California accounted 
for almost 20 percent. The Bay Area, Nevada/Utah, and the San 
Joaquin Valley each accounted for the origination of about 15 
percent of the eastbound t r a f f i c . 

In terms of tne areas in which the eaatbounc Ogden t r a r r i c 
temlnatas, the principal areas are the Northeast ,40 per .. t ) , 
Utah/Colorado (17 percent), and the South Central States 
percent.) The sulk of the t r a f f i c terminating in tut . «-̂ t 
originated In Oregon, Nc^rthern California, the Bay Area, 
Nevada/Utah, the San Joaquin Valley, and "Southwest Call:j»ola" 
(basically the counties served by SPT's Coast Line north from the 
Los Angelas 3a; l.n to Santa Clara Ccanty). Nearly a l l of the 
t r a f f i c '-(hlch •;erralnated In Utah/Colorado originated In Oregon, 
Northern California and the Bay Area. Traffic originated in 
Oregon, Nevaoa and Utah accounted for nearly 90 percent of the 
te.-ninatlons In the South Central Statea (Texas, Loulsla.-ia, 
Oklahoma, and A'̂ -kansas). 

Westbound, SPT's Central Corridor t r a f f i c has 
characteristics quite different from those of the eastbound 
flow. Tonnage terminated In Oregon represented only about 8 
percent of the westbound flow compared to nearly one-fourth of 
the eastbound flow. Traffic terminated In Oregon had origins 
distributed generally throughout the United States, with roughl> 
75 percent originating in the northern one-half of the US 
contiguous States. 

The predominant westbound flow (nearly 78 percent of the S3 
a l l l i o n net tons received by SPT at Ogden) terminated in Northern 
California, the Bay Area, ai'.d the San Joaquin Valley. 
Approximately 90 percent of the t r a f f i c aovlng to *he Bay Area 
and Northern California originated in the northern half of the 
United States. Nearly the same was true for t r a f f i c terminated 
In the San Joaquin Valley, although In the latter Instance, the 
North Central States and the States of Utah, Colorado, Idano, 
Montana, and Wyoming originated t r a f f i c comprising the 90 percent 
portion: The .Mortheast accoiir}ted for less than 3 percent of San 
Joaquin Vallej terminations.£^/ 

Focusing specifically on the Bay Area, we see that t r a f f i c 
that originated there (652.500 net tons) moved predominantly to 
the Northeast (371,500 net tons) and to Utah and Colorado 
(166,300 net tona,. Significantly, very l i t t l e Bay Area t r a f f i c 
(about 5,000 net tons) was destined to the States of Oklahoma, 
Texas, Arkansas, and Louisiana In the Southern Corridor. Only 
slightly more (6,500 net tons) moved to the Southeast. A similar 
situation holds true with respect to westbound Ogden gateway 
t r a f f i c terminated in the Bay Area by SPT. 

66/ In this discussion, we refer to SPT's Ogden t r a f f i c as having 
Been originated or terminated by SPT. This is technically 
correct for 95 percent of the t r a f f i c of either clasa. The 
remaining 5 percent in each Instance represents criginations or 
terminations primarily by short-line railroads, or by UP, BN or 
ATSP. Ti ihe case of the Identified carriers, each accounted for 
about 1 percent or leas of the t r a f f i c . 
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Of rhr*'^qQ''tnn* s t a t i s t i c s 1 - for San Joaquin '/alley t r a : f i c . 
Of the 559,300 net tons o r l g i r a t e d cv SPT In the v a l l ^ v and 
Tĥ t f ^ " " ? ""^^ ^ ^ ' ^ (346. ",00 net tons) cernlnated In 
the Northeast. Less than one .ieroent of the 559,^00 net tons 
ter-ninated In the Southeast, ard an In s i a h i f leant" amount 
terminated in the South Central States. Westbrund. over 1.4 
milllo.T net tons of fr e i g h t wero received by oPT at Ogden and 
terml.nated In the San Joaquin Valley. Nearly one m i l l i o n net 
tons of the westbound t r a f f i c orlgl.nated 'n the North Central 
Statfcs. T r a f f i c originated In the South Central States and the 
Southeast destined to the San Joaquin Valley was de minimis.^"/ 

S u t s t l t u t a b l l l t y of Central and Southern Corridors 

For some t r a f f i c .inder discussion here, a Southern Corridor 
routing .gight be as econonloal or e f f i c i e n t as a Central Corridor 
routing."^ There la no spec'flo evidence of the 
s u b s t l t u t a t i l l t y of these two corridors for p a r t i c u l a r t r a f f i c 
but the suggestion that they are suostltutable Is supported bv' 
the fact that ATSP competes for Bay Area and San Joaquin Valley 
t r a f f i c , which I t .T!oves over I t s Southern Corridor route. 

I t 13 c:?ar. howe/er, that many West Coast shippers and 
receivers favor Central Corridor movements. As we stated above, 
th i s Commission has consistently recognized a Central Corridor 
advantage for some t r a f f i c . For the Bay Area and points north 
the Central Corrlacr offers t.he most favorable t.-ancit times for 
transcontinental t r a f f i c , and the SPT-UP-CNW route between the 
'West Coast and Chicago Is the shortest active route for this " 
t r a f f i c . Evidence suomltted in this proceeding supports the 
existence of x Central Corridor preference. Of par t i c u l a r 
Interest la '.PUC's evidence of t r a f f i c flows from the Bay A.-ea 
Northern C a l i f o r n i a , ana the San Joaquin Valley to the 
Northeast. In 198?. SPT originated approximately 527,600 net 
tons of si.ch t r a f f i c in the Bay Area, at least 435. 000 tons In 
Northern C a l i f o r n i a , and n3,i.'-J tons In the San ooaquln Valley, 
- l i g h t l y over 70 percent of the tonnages frcm the Bay Area and 
the San Joaquin Valley and about 62 percent of the Northern 
California t r a f f i c moved via Ogden to the Northeast. I t Is 
reasonable to conclude that ( I ; : the balance of the flows moved 
via t'le Southern Corridor, and (?) the Central Corridor clearly 
Is the pref-rred route for the.ie SPT t r a f f i c flows. 

I t Is clear from t.he above that a s i g n i f i c a n t amount of 
t r a f f i c must be afforded a C-.tral Corridor movement. We cannot 
approve t h i s merger without Central Corridor routing options. 

Effect of the Merger on Central Corridor Routings 

DRGW emphasizes that I t and SPT are partners In the Joint 
venture to provide competitive transcontinental throuKh service 
over the Central Corridor. DRGW asserts that, as a consequence 
of the merger. I t w i l l lo. - .̂PT as an i n t e r l i n e partner for a 
suDstantial amount of t r a l ' i c , r e s u l t i n g In (1) the loss of a 
competitive through route c v - rhe Centrsl Corridor f 2 ) the 
creation of a monoprlv . o a l ' . - o r WP/U.̂  for Central Corridor 

67/ •These s t a t i s t i c m m -ur e a r l i e r finding that the Central 
.orrldor Is not c o r p j t l t l v e ».th the Southern Corridor for San 
Joaquin Valley and Bay Area t r s f f l c to and from the Southeast 
and the South Central States. 

68/ We exclude from t.-,ls discussion t r a f f i c that clearly prefers 
the Southern Corridor, which was discussed in our section on thi» 
Southern Corridor. 
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Bovements. 3; possible colluslo-, between SPSF and UP. with an 
SPSP monopoly in the Souther^ Corridor and a UP monopoly i n ̂ e 
.entrap Corridor, and (4 un.-c^tralneu SPSP nerket piwer 
throughout th.e area i n which DRGW seeks trackage r l ^ t s and 
purchase. These results would occur because SPSP tnrough i t a 
I ^ ^ o r h! l U ^ ^ ' " - ^ " " ' ^ P ° ^ " " ^^--ved i x S w e l y by 

r^n?H ^ "'"̂  '"^^ ^° J l r e o t c v t- ATSP's Sout.hern 
Corridor route considerable t r a f f i c that SPT Is now «iu<n^ co 
i n t e r l i n e over the Central Corridor. "i-A.ng to 

Centrarcor^i'dnr^qt..'^"'^^*'' I ' expects t.hat tha 
^ r a f f l e ^ e ^ l i ^ M o ,'"°n̂ ' " " " i ^ f eastbound v r a r r i c terminating in Utah, Colorado, Idaho. Montana and 

Nor^hef^^i^l'Me^Nor.r'^" f ' ' ' ^ ' ' ^ ' r . h i T l i : ^ . i n T t o the 
Northeast and t.ie North Central States. On thM baal.- CPUC 
. stlmates that as ̂ u,-. as percent . f the .,':bour:d cV-
^ P r i r ^ . ' "O'-ll be retained. Aa for w .thoun' - r ra 
^ o r r i T ^ ^ ' " ^ ' one-half WOUIQ be shi f t e d to 
In ^ ' '1 ^ " t ^ ^ ^ " " t r a f f i c Which CPUC belle^ea ou " ^ ^ I i V 

• • ^ " ' J ' ^ / ' -»̂ l=h originates m tne ^or !-- • 
^ov.i2 ^ -•"t''»l ^^^.tes ar.d terminates In Oregon, aa we;^ , 
Colorado' l ' ' ^ ' ' ' ^ " " ' I^^'^o. Montana, Wyoming. U t ^ . I , ^ , ' 
d l i f ^ r e n M r P ^ r ' ' " " " "er.=lnate. ir. Nevada or Utah. .?»"t.e 

Joaquin Valley on the west. aArpotAts'tn'^L'No'rihe'aa't .'''t..'*-"' 

fa Iketv t o ^ ^ ' ^ ' ' ' ' ' . ! ^ ' 2^* = "^ t " SOI theast 
SPSP diverted to the Southern Corridor by a merged 

f« ar,I^?.''*i^?^'^*' conoerna U 'inderscorsd by .-eference 

^h- I v ^ ^ f l ^ - , * long-haul route over the Southern Cofrld'^r at 
sl a t e ?ha?: J o l n t - U n . t r a f f i c . AppMciAt, 

ATS?'3 Bars tow yard, located east of I^s Angeles wir. 
, r . . " ' ! f f . ^ ' " ^ " ^ r ^ - ' ^ *" * northern C a l l f c r n l a service yard 
and w i n receive • i -spatch t r a i n s to a.nd from t.he 
•o«nMr"v f?'' day Area. Rosevllie. Eugene .nd San 
.oaqum Valley points. T r a f f i c bound from Northern 
R-iifow" ^""'^ "^^^ generally swltch/.d a' 
Barstow, as Is curre n t l y the practice for ATS." . . . 
nn^nf^'"'ff?''^ C a l i f o r n i a headed .'or eaatem 
S«i"w%.7^i^ switched at Barstow for movement on 
eas-warxl tj'alns. 

Certain t r a f f i c wii.-. typass Barstow. Example.^ aro 
most eastbound TOPC t r a f f i c and a new t r a i n * * i c h 1-
scheduled fror., Eugene, Oregon, to Ka-.aas City. U som̂ -
cases eastbound tral.ns w i n criginat., at West Cciton 
and f i l l with t r a f f i c from .Vorthem "al'.'ornia at 
oarstow .̂n example Is a net. t r a i n vhloT y i l l ooerate 
to the Conrail Interchange at Streato-. .''•'linola' 
without I'ltermedlate work a f t j r leaving Ba-stow.'' 

SFSP-4, Vol. j at 56. 

.h.^ ^ ^ ^ r o.- applicants' -lew j ^ r v i , e r ^ t t e r n s concern t r a f f i c 
that originates In or north or tne Bay Area. Tli.-8e i n r l u d i n«w 
TOPC t r a i n s between the '̂ ay Area .nd Te..as/Ne.,- >!eans! and new 
manliest truins from Eugene. OR. routtd throum Sar-tow t ^ K.^-
City "to take ad'/antage of frequent eastwa!^ fc.eSulea out 
Barstow." Xd. at 46. 

3y the end of -ost-ir.erger year fou-, the appll-ants' 
operating plan projects a decrease of 4.6 m i l l i o n ,;ro83 ton mllea 
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(MGTMl, or 22.7 percent, on the Si'T Central Corridor l ine between 
Rosevll ie and Weso. A s imi la r red ic t ion Is projected on the l i n e 
between Weso and Ogden. The reduction in t r a f f i c frcm this l i ne 
Is r e f l ec t ed in a .-(izeablp Jncrease In t r a f f i c over the Southern 
Cor r idor . Due to ln ter : ia l rerout ing of other t r a f f i c , the 
d ivers ion of Central Corridor t r a f f i c , f o r example, is 
i l l u s t r a t e d best in the it.crease of 1>.1 MGTM on the l ine segment 
between Bakersf..eld and Mojave. 

69/ 
The planned reduction In t r a f f i c in the Central Corridor i s 

fu r t h e r refle^-ted in the applicants' discontinuance of through 
t r a i n s OGOAF (Ogden to Oaxland) and RVOGY (Rosevllie to Ogden), 
and d i v i s i o n a l t r a i n OGSKY (Ogden to Sparki). The applicants 
Inalcate that t r a f f i c that fonnerly rr.ove'̂  on the abo"? trains 
w i l l be nandled on new or exl.itlng trains aid consolidated n i t h 
other service. However, the operating plan loes not provide f o r 
the I n s t i t u t i o n of any new trains over the Central Corridor, 
while I t does for the Southern Corrldoi". Therefore, t r a f f i c 
p r e v i o u s l i moved cn the discontinued Central Ccrridor t r a i n s , 
which has not been rerouted over the Southern C.irrldor, would 
apparently be combined Into other t r a i n s , probably resulting i n 
some t r a f f i c delays that would not exist absent merger. 

Applic? t s ' operating plan was based on the assumption that 
CP conditions would be removed, including Condition (e) in favor 
of the DRGW. Applicants' rebuttal traf.'ic diversion study also 
ref l e c t e d the end of the SPT-CROW s o l i c l t d t l o n agreement. 
SPSP Opening Brief at 48-9. Applicants' testimony supported the 
p o s s i b i l i t y that the .solicitation agreement would be terminated 
a f t e r the raer'^er was consummated. Tr. at 17436, 185o8, 42122, 
63133. These levelopraents would enable appllca'ics to ra'.-ve 
t r a f f i c over the Southern Corridor to a greater ex-ent than at 
present. 

In support of the contention that SPSP would .-iiaxlralze use of 
i t s long-haul route at the expense of the (isntral Corridor route, 
SFSP's Chal.-man reported to tne 3PI Board of Directors, May 16, 
1983, the following: 

I t Is believed from past analysis of the SP 
the: substantial savings can be realized by 
consolidating f a c i l i t i e s and equipment and 
by u t i l i z i n g shorter, more cost e f f i c i e n t 
routes. The c^i-olned railroad w i l l have 
better coverage of key shipping points and 
more single line hauls, thereby placing the 
merged »ntity in a better poaltlo-. Lc 
u t i l i z e the benefits or the Staggers Act. 
Enhancement of potent'dl carrythrough could 
be in the range of $240-500 m i l l i o n per year 
a f t e r f u l l Implementation of tne 
Consolidation. 

KCS-C-1 at 8. 

R.}ferring to the benefits of the Staggers Act, the SPSP'.-
Chalnnai-. reported that: 

The Staggers Rail Act of 1980 . . . increased 
rate f l e x i b i l i t y where 3 l n g l e - l 1 n..' hauls can 

69/ For the 1982 base year. SPT operated 12 dally through t r a i n s 
Between 'Weso md Cgden. transporting 23.3 m i l l i o n gross tons 
annually. Two of these through trains operated between Weso «nd 
Klamath Palls, handling 4,8 m i l l i o n annual gross tons to and from 
r.ortherr. California and Oregon, while 10 trains and 20.3 railllcn 
ar:nual t;ross tons were destined to the greater Bay Area prlmarll,, 
within the "Central Pacific" t e r r i t o r y . 
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^« ••t In such 'naiano.a rallpo«(la hav. 
inc i .a .ea c* .abi l i ty .0 control t h . l r 
Participation or ron-pa.tlolpatlon In Joint 
i m . r a t . a . Th. rai lroad, daaoratratlng t h . 
itost a t t rac t lv . f inancial r.»ul'-s In th. 
fu ur. wi l l b. thoa. having th . gr .at .a t 
cov .r .^ . of important shipping p^olnta, t h . 
largest ahar. of s lngU- l ' .n . ..lov.m.nta and 
oth.r g.ographlcally advartag.d t r a f f i c . 
Mergera and oonaolIdatIons can result in 
subatantlal Stagg.ra Act hen. f l t s . 

KCS-C-1 at 8. 

H. f . rr lng to I n t . r l l n . aovM.nta, th . Chairman stat .d: 
• 

. . . th . majorlt.' of moat rai lroad's u-ici 
t r a f f i c is involvad In soin. aorr of 
Interconnection with ancth.r o a r r l . r . T>ils 
fartor Is a k.y to und.ratandlng th . 
oonacv^ueno.a of aajor r a i l sonaolldatlona, aa 
wh.rev.r poaal 1. th . oorablnlng c a r r l . r a c«n 
be expected to r .rout . t r a f f i c Int.rehang.d • 
with unaf f i l i a t e ! coaipanl.a to th . n.w 
combination. 

KCS-C-1 at 2«. 

We hav. no doubt th'* '̂ PSP would att.mpt to rout, 
substantial amounts of t r a f f i c ov.r Ito Southern Corridor l ln .a 
We generally agree with CPUC ti at roughly half of th . t r a f f i c 
interchanged by SPT at Ogd.n is at l .aat auac.ptl&le to r.routlng 
via the Southern Corridor. A me-gad SPSP would have 
substantially enhanc-1 market po«.»r ov.r this t r a f f i c by v i r t u , 
of (1) t h . large portlona of Northern Cal l fcrnla and Or.gon 
served exclusively oy SPT, (2) th . jr .at lon of a r a i l monopoly 
for applicants m th. San Joaquin V a l l . y . and (3' m . c r . « t l o n of 
more ef f ic ient combined rout.s via th . South.rn Corridor and via 
that v-orrldor and the main Chicago and St . Louis rout.s. 
Appllcarto' proposed operation.-* dlscuaaad In App.ndlx C ol .ar ly 
indicate their Intent to Increase th . uae of south.rn routings 
and to sh i f t t r a f f i c from th . Central Corridor. 

Olv.n our conclualon that onalawrao,!. V«at Coaat t r a f f i c 
favcrs a Central Corridor routing, and that reduction or 
elimination of Central Corrldcr routine" opclona pr .s .nt ly 
aval labl . would be an unacc.prable oonaequ.nc. of tn. i«.rg.r it 
is n.c.aaary to evaluate th. effect on thl4 t r a f f i c of 
applicants' anticipated Southern Corridor rerouting. It l^ 
helpful to analyse t r a f f i c p r . f . r - l n g a C.ritral Corridor rc, 
b." category, aa ;oilows: 

(1) T r a f f i c originating or terminating at W.st Coast points 
now served by both SPT and UP/MP (e.g. Say Area and parts of 
northern Cal i forn ia ) . This t r a f f i c now has two C n t r a l Corridor 
routing options. UP/MP slngie-l lne and SPT-DRGW J o l n t - U n . . " ' 
Following an unconditioned merger, SPS'' rerouting of this traff• • 
would leave It with only one Central Corridor routing. UP/MP. in 
this respect, the merger would cor.pletely eliminate coap.tli lon 
over the Central Corridor. Thla is unacceptable. 

(2> Traf f ic noi originating or terminating at SPT 
exclusively-served West Coast points (e.g. w.st.rn Oregon and 
much of northern Cal i forn ia ) . Although without competition for 
'.le western portion of move.nents, this t r a f f i c experiences 
competition between UP/MP jind DRGW for movement east of 

70/ We assume here that >'r/MP would not cr >o8e to participate In 
r Jo lnt -Ure .-outing w' .n SPT where It could handle th. t r a f f i c 
entirely on Its own r..«tem. 
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Qgd.n.^l/ Mlowlng an unconditioned « . r g . r , SPSI"a r.routlng 
of thla traf f l3 ov.r th . Sou..h*m Corridor would r « p l a . . .xtat lng 
coapatltlon ov.r part of th . p r . f . r r . d C n t r a l Corridor routing 
with a a lng l . , l .aa dta lrabl . South.m Corridor routing. In 
. r r . o t . l lBlnat lng not only coap.lltlon ov.r th. C n t r a l Corridor 
but .v .n th. abil i ty to chooa. a C n t r a l Corridor routing at 
a l l . Thla la alao unacc.ptabl.. 

(3) Traf f i c originating or t .na lnat ln« at U.at Coaat polnta 
now a.rv.d .xc lus lv . ly by SPT and ATSP ( . . ( . San Joaquin 
V a l l . y ) . Although this t r a f f i c now .xp.pl .nc.a eoap.tltlon that 
t h . iMrg*" would . l lMinat . , Ita Central Corridor optlona a:*, t h . 
8«M aa thoa. of th . t r a f f i c In the pr .c . l lng eat.gory. beoua. 
any ooMpatltlcn provld.d by ATS'" la ov.r the South.m Cur-idor. 
T h . r . f o r . , thla t ra f f i c would f f . r ih . MP>. fano.ptabl . loaa 
of C n t r a l Corridor routing o(t.ona a t t . r t h . a .rg .r aa t r a f f i c 
now axclualv.ly a.rv.d by SPT. 

W. find th. abov» wfraota of th. M«rg.r ant loorp. t l t lv . , and 
th . M.rg.r cannot b. approv.d unl.aa condition* can o. lapoaad to 
a l l . v l a t . th.m W. aoknowl.d^t. that son. ahlpp.ra -̂ ow moving 
t r a f f i c ov.r th. C n t r a l Corridor would b. Indlff .rent to 
a?pi.lcanta' r.routlng It ov.r th. South.rn Corridor. How.v.r, 
our analysla and conclustona focua on th . n..d to p r . a . r v . 
.Klatlng C.ntrai Corridor roctlnga for ahlpp.ra that find 
«cv*B.nt ov.r that corridor .conoailcally p r . f . r a b l . or n.c.aaary. 

Acc.ptlnc that SPSF would contlnu. to rout, 
of V(.at Coaat t ra f f i c ov.r th . C n t r a l Corridor, 
to b. oonc.rn.d a':out th. pr.a.rvatlon of C.ntrai 
coiap.tltlon .V..T ."or thla t r a f f i c . Th. dlveralon 
t ra f f i c to th . Southern Corridor would slgnlflcan 
C n t r a l Corridor'a t ra f f i c d.nalty. It Is dou'jtf 
r.malnlTg trafflf; would b. suff ic ient to auataln 
tranacontln.ntal rout.ng. UP/MP la a far larg.r 
pow.rful railroad than DROW. With a more . x t . n s l 
Mldw.st, UP/MP could oe expected to ex.rt gr .a t . r 
conn.ctlon wltn SPSF for th . r.malnirm C n t r a l Co 
. s p . c l a l l y westbound. A furth.r substantial and 
raductlon In th. I .nalty of th. SPSP-DROW i n t . r l l 
b. U k . l y . 

a c .r ta ln amount 
w. hav. rvaaon 
Corridor 
of aubatantlal 

tly r.duc. th. 
ui that th. 
rh* i FT-DRGW 
and more 
V. system In t h . 

leverage In 
rrldor t r a f f i c , 
unacc.ptable 
.. . route would 

SPSP'a Incr.aa.d Inc .n t lv . to maxlmlt. ua. of Its South.rn 
Corridor rout, would be aoc.ntuatad by c.aaatlon of th. SFT-DROW 
acUcttat lon agr.am.nt and removal of the CP condition.. The 
l i k . l y cona.qu.nc. of th . m.rger would b. th. loas of SPT-DRGW 
C.nvral Corridor t ra f f i c aubata-itlal .nough to reduce th. 
. f f l c l .noy of th. route. DHOV* would no long.r b. an effective 
ccwp.iltor for UP in the C n .^1 Corridor for shippers that 
d.p.nd upon th . C n t r a l Corridor aa th. moat a f f i c l . n t , d irect , 
an^ natural roure for tranacortln.ntal t r a f f i c . 

In aodltl'"!., ORGW's abi l i ty to provld. . f f . c t l v e 
Intra-corrldcr a.rvice would be dlmlnlehed along with r.ductlonj 
in transcontinental aervlce. For example, LiROW anticipates a 
alg. Iflcaiit eduction In train schedules du. to th. loss of 
t r a f f i c d.nalty. Th. Statea of Colorado and Utah rwcognlse ihla 
l ikely outcom., and DROW estimates the following reductions In 
s . r v l c . aa a result of merner: 

71/ Th. existence of this competition Is I l lustrated by the fact 
IKat In 198j, SPT Interchanged 108,741 carloada at Ogden with 
t»QV and 77,239 carloads with UP/MP. Exhibit SE-1, Table A. 
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PPOJECTED TRAIN SERVICE OVER DROW LINES - 1964 a.nd P0ST-MSB3ER 

Lin. S.ga.nt 

(Eaatbound) 

198* Actual Post M.rg.r Pere.nt •'̂ .ducad 

Cnv.r-arand Jet. 1,125 
Kanaas Clty-Pu.blo 1,061 
Pu.bio-Grand Jet. 1,136 
Salt Lak.-Ogd.n 1,593 
(W.atbound) 
Ogd.n-Sait Uk. 1,71* 
.Ult Uk.-Grand Jet. 2,«56 
G-wid Jct.-Cnv.r 1 ji8 
0:an(J Jet.-Pu.blo 1,300 
Pu«»blo-Kansas City 1,155 

DR3W-30. VS Na:. -. at U. 

6M 
35« 
35« 
3S« 

35» 
l,19« 
602 
602 
35« 

«».5 
63.7 
66.7 
'T.S 

T9.3 
51.2 
54.3 
53.7 
60.* 

It waa to -jsur. th. existence of a comp.tltl/e alt.rnatlve 
In th. Cnrtra; Corridor that w. lapoa.d trackag. rlgnta for DRGW 
and SPT in UP Control, and w. cannot ignore th. reaaoi for that 
'.clr on h.r*. Whll. it may o. tru. that with a more .fflcl.nt 
;,.-<!lf \.̂ '»tr.-4 Corridor route som. W.st Coaat shlpp.rs that 
praterrtu t..* C.ntrai Corridor In th. paat sould take advanta,a 
of Int.r-ec.-rldor coipp.tltlon,^'/ thod. ahipptra who auat r.ly 
up-ir. th. C.ntrai Corridor woul3~auff.r t?i. conaequ.ncea cf a loaa 
cf eff.ctlv. SPT-DRGW coiop.tltlon If this m.rg.r w.r. approv.d 
with i;o aa8.:ranc. that Central Corridor oompetltlon would b. 
aalntain.d. Applicants' prcpoaal faila to addr.aa this problem 
in any L«»anlngful way and thua can onl> b. found to b.' highly 
antl3oa>i..tltlv.. 

W. would b. fae.d with a v.ry complex s.t of Int.ractl.i^ 
mark.t forc.a If w. acr. to grant the o.rg.r aa propoa.d. On the 
on. hand, approval would undou^t.dly enhance apjllcants' ability 
to achlav. mor. .fflcl.nt cp.rawlotia ov.r th.lr combln.d south.rn 
routes by. In part, shifting a» much traffic aa ?o.38lble from th. 
C.ntrai Corridor to -.n. South.m Corridor. On th. oth.r hand, in 
allowing this shift :c :aKe place, w. would s.riously Jeopardlz. 
DRGW's comp.titlv. str.ngth through th. C.ntrai Corridor aa a 
participant in tranj'iontln.ntal traffic and would raduc. Cntral 
Corridor optlona for ahlpp.ra r.quirl.ng them. Ultimately, aa 
DRQW argues, th. result would b. an unacc.ptabl. opportunity for 
cr.atlon of a rail monopoly ov.r such traffic In each corridor, 
l.e, UP/MP/WP In th. Cnf.-al Corridor, and SPS.' In th. Southern 
Corridor. Los* of DRGW aa an effective competitor mould. In 
affect, allow on. continuous, connect.d line of railroad through 
th. C.ntrai Corridor to 11. fallow. This would not promot. 
.fflcl.nt us. of rail reacurc.s, given t.h. Hrectn.ss of th. 
route b.twe.n th. .:entral Pacific Coast and th. Midwest. 

D. Mldw.s- Nort.h-South Corridor 

Partlea allege that th. merger would cr.at. antlcompatitive 
«ffacta in a varl.ty of ar.aa in tha Midwest, principally aa to 

^̂ 2/ DOJ and DROW argue and w. recogr.ir. that a reduction of 
competitors from 3 to 2 can result In significant anticompetitive 
behavior, such aa collusion and mutual forbearance, so the 
duration of tru. tntsr-eorrldor competition is qu.atonabia. In 
1982. there w.r. 9,632.000 n.t tons of SPT traffic 
originating/terminating throughout Cllfornla. Oregon, Navada and 
Utah ising the Central Corridor that might be aubjected to this 
uncertainty. ;VS cf Williams and Schulte, Tables 16. 18.) 
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• t No. et a l . 

l „ d l v l d a . a » . t i l . ' ' ^ ' " i L u o T . i ?S. n i . l> , r or 

cotapecitors . e ^ i . ' ' ,7 73^ 
ant icompet i t ive iiroblama aa w e l i . _ . 

« "-̂ rkSt̂ cum̂ î i ̂ rne\̂ :rrns"soiihreŝ rrrf 
: r 8 : r f r r m % o f . k : T t?:: Skl.homa bord .near U b e r a l . ^ n d ^ ^ 

beyond. to other rai lroads have l ines in th i s southwest 
thkt the consolidation - ° " - ^ , - : ^ ' ' ' ^ ^ * J t o n . HoS.v.r. -.he State 
Kanaas. p r i a a r l i y f o r grain J ' ^ « " * P ^ ^ * r ^ ° " j u s t i f y conditions or 
of Kansaa f inds no problems s u f f l ^ - i e n . to jua^-iij* 
d e n i a l . 

i n l f a l l y , i t la worth noting that south and -«^t of 
HutchInsoA?'i^SP and rr"er'°ver far f^o^aA I T I P 
SSW l i n e IS roughly P»':»^i*;J?.f;^„"trthn irea -ould result 
l i n e . Tl:u3, any present ^uher railroad by 
from the a M l l t y of f^^P''*^: J-^^^^^', f " ^ L e t i t l o n would hav. to 
truck. Anal,sl8 of the f f ' ^ ^ ^ f f ^ ^ ' t h i s^e grain t r a f f i c and 
consider both actual ^ " ^ ^ ' ^ ^ l ^ " '̂ ^̂  constrain the rate and 
: ^ - r v 5 : r b : ^ : t i ^ r o r r h r o r h l ^ r i r m p ! y r t ^ l ^ t u . Of i t s proximity. 

There is l i t t l e evidence - j : : \ ^ I ^ S T r r r o u t h i : s t ' " 
the area. The two primary ' f ^ S / ^^e l4-county 
Kansas are milo (grain sorghum; " . ' ^ f "^^.^^d over 1.4* 
,-oathw.st Kansaa =̂ °P««̂ ,̂ 5'2 '^S^;^r 18 percent of mil-o shipments 
m i l l i o n tons of " a l l ' ^ , ^ " ' °o«ever! because of the 
move to Arizona and "o^ truok competitive. The 
distances 1-^''°^^^' ^ i ' ^ ^ ^ ^ ^ ^ i ^ b i u ' a ' t a Indicates that ."SW and 
State of Kansas' " " ^ ^ i r c e n . of the - a i l share for 

:s:;r.i-'̂ L"Jtn;„«'\; u ..;./o;,'-,̂ -/•-;„•!"i.-

the two ra-. I roads have been 

71 1- MKT-PS VS Of Tye at 49; UP Control at 526. 73/ See. for example. MKT-^'i, vo 01 ij' — 

^ 1 . 
7V we rely on the State of Kansas' presentation i n KANS-8 for 
iSuch of the following discussion. 

75/ There is some evidence of competition ^ ^ t w - J - , , ^ ' ; ^ ^ ^ - " ^ ^ 
r c r grain movements to ^ ^ ^ ^ - . ^ f f ? , ^ seems to have been small 
However, the '^^,^"^^^3^^nrto have moved from Hutchinson, 
(one or two ' ^ ' ^ " ' ^ t ^ ^ np/Sp system? no? d i r e c t l y from the area of 
LS?J."wLt^ranra3^rn ^^(ch^ arpfi^ants are the exclusive r a i l 
c a r r i e r s . 
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t^^'m^rgf;.*"" '° * '•^'^ monopoly a f t e r 

. . a ' n t f i n ^ i n r i ^ * general statements about the need to 
u^a.ntain Intraraoda. competition In Southwest Kansas. MKT shlDoers 
did not submit evidence showing the presence of eltAer railroad 
a c t l " , , a cons-.ramt on t.ne rates and services of the other 
In f a t . several argued that i t was not possible to t r u c k ^ r l i n 
even for short distances. These contentions i f true undSrmin-
t h . position that t h . proximity of SSrand lTSP lines c ^ at^s 2 

to°"e^r^^:r^ar?^^.°d".'"='" '^-^^^^ -iPP-s^i;;:? v:^i^^ 
The anticompetitive effects of the proposed consolidation -,n 

r f m n u ' ^ n ' t r : 8r*^",^''''ffl= «PP"r to'be'iimu^d? Of'the ove? 
1.4 m i l l i o n tons of mllo produced In Southwest Kansaa In 1982 

fe;;iotrr'ess"*tLn°o.^n'",'?""::"' Oklahoma, and Texas 
reec.iots) .ess than 250 miles from the j luctlon area. Trucks 
are generally regarded aa ef f e c t i v e competitors for g r i m 

50o'mnes o r ^ ' , r " ' " ' " , °' "''̂ '̂  movements of 500 miles or more are clea r l y r a i l dominant. In 1982 t-uoks 

pe''':^r §/ ' L f / ^ ' T °' »llo and r i u ^ o a d 32 
mn,; mlrT^^ , ̂ t ' '-"ndersco.-ea the fact tr.at t.he Southwest Kansas 
located ? t M n oc, * * ^"""^ »«'"̂ l"* reedlots 
located within 250 miles. The State of Kansas estimates tha-
app icants handled only 21.3 percent of t h , 1982 mUo tonnag; 
that moved less t.han 25C-mlles. The t r a f f i c for which the 

se'.ms ImJt^S T ^ ' l t '"""T^ ' ' ' ' ^ ' ^ ' ^ ' ^ o r t . t i o n options thTrefo. e 
I V Z l the small portion of shipments moving over 500 
T h f ' / r " ' ^ ^ ' ^ ^° Arizona and California aa previously 
^ i J l o ^ ' I n ^ . n additional constraint, corn is a substitute for 
bi t^uck Shipments from Southwest Kansas In 1982 moved 

For wheat. ATSP dominated the interstate r a i l market 'n 
southwestern Kansaa In 1982. or i g i n a t i n g about 82.3^ercent of 

hin" r":u:r•Tp̂ •̂ŝ ;̂?'h''̂"? --̂ -̂ '"Srelter 
^ht^mi^t. 'S-W) handlec almost a l l the remaining 
Shipments. These f g u r e s seem to connote a lack of s i g n i f i c a n t 
competition cetwee . applicants for these movements. Moreovt-
mites to t r ^ ? r ^ ' , " " K f ^"^^ distances of less than''SO miles to terminals, where I t moves In larger volnnes to Gulf 
^ f h ^ i ^ ^ ^ l ? " ' - . "'"^^^ <5raln terminals, served cy 
K^n!L ^^Z^*"^: " ° - " " " t Southwest 
th«! ;r?^ r * «'̂ "«=tlv« competitors for wheat within 
these distances. According to Kansas, trucks carried 40 percent 
c i r c l e d " Southwest Kansas m 1983. much more than SSW 

I t is apparent that moat Southwest Kansas i-rain Is 
susceptible to truck diversion or at least may be protected by 
the constraint on rai l r o a d behavior resulting from the 
f e a s i b i l i t y of truck movement. MKT's arguments that trucks are 
not feasible for long-distance grain movements such as to the 
uulf are somewhat beside the point, because most grain from t h l ^ 
area does not i n i t i a l l y move these distances. 

l ^ / KANS-8, VS of Moaer, Appendix C. 

77/ For example. Enid (MKT and BN; and AmarlUo (BN) are withi n 
.highway miles of Liberal. SPSP-44. vs of Anderson at l ] 

Hutchinson, Sallna. and Wichita, a l l served bv UP/MP .nH r L l 
l a t t e r two by MKT. are within 250 hlghwar'nes of Liberal 
according to the Rand HcNaliy Road Atlas. i-i-oerai. 
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Changes in l o c a i . r a - g Southwest Kansas and -e^^^ 

sfecuU^e Tbo^ t lhe l i k e l i h o o d of change, beyo 

indicated.JJ. ' ^^^^ handling 

whi h operatea a 120-mil . ^.nere U connects - i t h .T.F^^ 

^SCrfrarr fpSP abuse of market P^^^/J^,levators. a feed lots, 
Ther cornecticns. TNWR -rve3 .^3^ o.rl..^'^ • 

t r a f f i c 
and to Corpus Chr i s t ! . 

78/ See Tucumca.-! at 326. 

^ / see SPSP-«. V.5 at 42-44: 91-9*. 

80/ see «KT-20, VS of Oastler at 67. 
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"^e following table shows the r a i l carriers presently 
serving Mexican border cr-sslnga.__/ 
PRE-MERGER U.S. CONNECTING CAH..IERS FOR RAIL GATEWAYS TO MEXICO 

Mexican Bo-der Points 

Caiexlco, CA 
National City, CA 
Douglas. A2 
Naco, A2 
Nogales. AZ 

Ashley. TX 
arownsville, TX 
Del Rio, TX _ 
Eagle Pass, T). 
El Paso, TX 
H'.dalgo, TX 
Liredo, TX 
Frealdlo. TX 
Ho Grande City, 

SP 

3P 
SP 
3P 

SP 
SP 
SP 
SP 

3P/SSW 

SP via TW 

SP/SDAE» 

SP 

SP 

UP/MP 

UP/MP 
UP/MP 
UP/MP 

UP/MP 

Code: SP: 
SP/SSW: 
SP: 
UP/MP: 
TM: 
SDAE: 

•SftNthern Pac i f ic Transportation Compo.ny. 
f t L^uls Southwestern Railway Company. 
Atchison, Topeka and Santa Pe. 
Onion Pac i f i c System. 
Texas Mexican Railway Company. 
San Diego and Arizona Eastern 

SOURCE: C f f l o l a l Railway Guide. 

. SDAE connects Pj^y'^cally ^ I s ' l S i u d e r w U h t h . ' s P . 
dep.ndenc. on t h . SF f o r t r a i i j - v . 

t r a f f i c is not distributed ^^^l}/ 
, among these croaalngs. 
Conasupo, the Mexican 

Ich has chosen the rou t ing 
jover^n^nc graiu VS, T,.*-f>" Mexico u n t i l r ecen t ly , when 
f o r a l l grain ^ ^ ^ f f ^ ^ ^ f / t ^ . ^ f turned over to pr ivate W « l ^ « ^ „ ^ , - . . i h i i i t v was turneu^ Laredo crossing accoounta 

' t o Mexico, vrtiich were 
MP, the only ra i l roads 

a t io has now changed in 

f o n b S u r ^ r ; " r ; e n r r f T a i r s h i r m ; n ^ s 
d?^.ded roughly ' ^ a a l l y bet-een U and 
serving that gateway d i r ec t y . 
favor of MP."̂ /̂ 

Follow 
border croa 
only major 
operates a 
Christ!, wh 
primarily a 
percent of 
origination 
tendered ve 
7M 13 conce 
i t s laat f r 

,1., a -nsolidatlon ^ ^ S ^ r s p ' t n r U P ^ f - o u t ^ b r t h e 
sings ".^«PV,^^fS;,tcan border crossings. TM 
railroads serving ""'do gateway and Corpus 
Single line, f * ^ " * ' " and UP/MP. I t is ^ 
ere i t can connect "J.^'^.^^^^^^^fr^". approximately 80 
lt\^^t?a^n"lrde'pend:ntTn -JP/Mp'̂ r sl? 

r y - r i t t l e t r a f f i c °̂ ™' ^ " ^ ^ ^ ^ I d cut TM off from 
that ^̂ e proposed !?«̂ f ^ p - ^ ^ i ^ ^ i ^ attempt to 

iendly connection, ana -."lat 

82/ TM-7, VS of RaiBOS at 11, 2. 

83/ TM-7, '̂S of Ramos at 2. 
— - 7* -
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-a?ewlv^ '''vf^^^.^'S slngle-systea .-outings over i t s own 

,-ri.M!/'"* 1°^ convinced that t.he -opossd consolidation would 
seriously reduce the number of cornp*̂ . : i t l v e r a i l octlons at 
s^-;^?^ ^ r ^ * " ^'•^"^"SS. Although .he number of'major railroads 
serving these crossings would be reduced from three to two the 

f o r ' t a f f l ° Sut t l l T / r ' ° t T ' ' ^ 3ubstantial!r:tth°onT;nother 
I or c r a i r i ^ . but rat.her each handles t r a f f i c that the araln 
purchaser has chosen to move over i t . Viewing each gateway 

"^ny sre exclusively served now by either SW or 
t f t n l . ^ : T . f "P«rlen=e a reduction in r a i l competitors du. 
A°SP exclusr- ^S'""*^ presently served by both SPT and 
A-i>i'. exclusively. Moreover. Laredo, by far the most imoortant 
crossing, would continue to be served by both MP and TM? 

rar-H^l^h^!?*'' private shippers route the t r a f f i c , 
Laredo has numerous operational advantages that point to I t a 
remaining the preferred gateway for r a i l t r a f f l c . 3 5 / i° l " . 
l o g i c a l that SPSP would continue to I n t e r l i n e wUFT^ rather than 
forego par-ticipation i n th i s t r a f f i c . There is scmrind'catlon 
in the record t.hat TM anticipates i t s connectlor. with ?he S l r g ^ 
system would actually strengthen I t s .OL.peritlve position.§?/* 
I f , on t.he ot.her hand, circumstances ware to change so thaF^o-her 
gateways were aore extensively used (whether through SPSP 
influence or simply shipper preference), and SPSP were able ro 
hive .h-n^ln'^'? 5"«-«ys i t served di.'-ectly. the routing would 
have changed, but. arguably, competitive r a i l options to Mexico 

sl^i™"an/Sp/Mp"^''^"^7''' «"stlng 
SPT-TW and UP/MP aiternativea for t r a f f i c now moving thrcugh 
Laredo would have changed to SPSP (non-Laredo) and UP/MP 
aiternativea Moreover, i f the a b i l i t y to influence s h i f t s i n 
t r a f f i c e x i s t s , that option is aa available to SPT today aa I t 
would oe to SPSP a f t e r a conaclldalion; ™ I t s e l f states " a t SP-
alreaay has Vast Influences" In Mexico.86/ Changes In other 
circumstances, such as operational or.es.Tavoring the use of 
other gateways in preference to Laredo likewise would not b. a 
r. s u i t 01 the consolidation.'''/ 

There is a 
by e l i m i n a t i o n 
movements handl 
p a r t i c i p a t e in 
destination in 
to Laredo, they 
with a conneoti 

-so concern regardl.ng foreclosure of competition 
of c a r r i e r s p a r t i c i p a t i n g m e a r l i e r portions of 
ed u l t i m a t e l y by fPT and rM. Other c a r r i e r s 
t r a f f i c moving from the Midwest with a flnaJ 
Mexico. To use TM's service from Corpus C h r i s t i 
:nust f i r s t I n t e r l i n e with SPT, the only c a r r i e r 

on to TM tnat does not also have i t s own route to 

37qp^4^ ^ " f ^ ^ ^ y f V^'J diversion study In Appendix E; also 
3FSP-43, '/s of Bosanko 4 Heyff at 92. 

^ / SPSP-43. VS of Bosanko and Reyff at 94. 

irt ; ^ , ? ' ' record contains re.'erencea by applicant witnesses to 
applicants desire to route t r a f f i c o-/er t h e i r own gateways- i t 
aiso reveals that SPT contemplated d i v e r t i n g t r a f f i c from TM even 

L':ard%.^'^^.^?^?^;i5!^rE:S?bfr55!''^- ^ - " ° n of 

87/ .n add i t i o n , the fact that the UP/MP merger may have resulted 
I n loss of TM t r a f f i c to t.hat system, doja not guarantee that t h . 
proposed merger, although also one between two large railroads 
would create sim i l a r dlveralon. The UP/MP system, unlike SPSP 
nas I t s own dir e c t access to the Laredo gateway and Is not ' 
dependent on TM, as SPSP would be, to reach Laredo 
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Laredo 38/ Following the P^0P°?f„,--°^,|:',rflrth't'fo^arly ̂  f t v S ^ own single-system routin. foj^ t r a f f ^ ^̂ ^̂ ^̂ ^̂  
experienced competition betwee.n Ai^r concern further applies 
earlier portion of the J-'us.lf, as w«ll aa t r a f f i c 
" t r l f f l c movi.'.g to Corpus ' ^ ^ ; ' ' ^ , j " t Ugle Pass, no- served 

the UP dec i s ion , - ' i - J i r ^ r f ^ l - f " ^ o r ^ c l o ^ i ^ e " 

,urh a reaul t necessarl . . ' ' • ' • t ? , ' l „ - t i t r v e e f f ec t s wovjld occur i f 

sj;-"-" »Tiril» » 

Th. f oUowmg t a b l e . "^nd Corpus^^hr is t i , and a 

. Which SPT In connection 
88/ *a a., i n d i c a t i o n f - ^ ^ ^ ^ y ^ ^ . f ° Mexfcan t r a f f i c , 
S r 2 ? o S r r a e n a d s ^ ^ ^ ' t n ? : : : c ^ ; n g e d w^th TM - J - p - . - - ^ " ^ 

f9l3'mo^e3 - ^ - i ^ j : / ? r ' ^ " a n d ° r h : received from TM. 
l6 000 were dei iverea 
Exh ib i t SE-1. 

g9/ UP Control at 570. 
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on SPT and that grain is t h . principal commodity transported.!^:/ 

H.K-T SV3TEM THAPPXC TÔ AHO PR̂ M̂ UREOO, TX. EAGLE PASS. TX. 

1983 (Carloads) 

Via SP via MP 
Acc.aa 
(CarloadsJ (Carloads) 

Total 
Carloada 
M-K-T 

Traffic 

TO 
— LAf.EDO. TX 

- Grain 
- All oth.r 
- Total 

EAGLE PASS. TX 

- Grain 
- All oth.r 
- Total 

2551 
1310 

3wr 

1150 

- 3 -
2*9 

~7W 

- 0 -
- 0 -

2551 
1559 

1150 

l̂OBPUS CHRISTI. TX 

- Grain 
- Ail other 
- Total 

559 
26 

- 0 -
26_ 

559 

PROM 

LAREDO. TX 
EAGLE PASS, TX* 
CORPUS CHRISTI, TX 

105 
1110 
- 0 -

TOTALS TC AND PROM 691* 

881 
- 0 -
U6.. 

i2c;. 

986 
1110 

*6 

8116 

ina?. MKr-20 VS of Gaatler, 
Sourc: M-K-T Traffic r.cords. 1983. MKT 20, 

peg. 49. 
„„̂ K,̂  nn «PT's San Antonlo - Eagle 

• Includes stone .moving from a point on -PT a ̂  
pasa line. 

0. MKT's dlv.ralon studies, based on sampling rather than 100 
cant t r a m c r.cords, produce som.wha. different figures. 

MKT-27, VS of Anderson. 
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M-K-T TRAFFIC. 1983. TC UREDO. TX; CORP'JS CHRISTI, TX- EAGLF 
PASS, TX .-nui.,r. 
(CARLOADS) 

I . TO: LAREDO, TX 

Total oars 
Principal o r i g i n s : 

FROM: lA 
KS 
MO 
ND 
NE 
TX 
WY 

I I . TO: EAGLE PASS. TX 

Total Cars 
Principal Origins: 

PRCM: lA 
KS 
MO 
NE 
OK 

I I I . TOr r-nR.pijs CHRISTI, TX 

Totj.l Car.o 
P r i r c i p a i Origins: 

FROM: 

KS 
OK 

Grain 
(Carloads) 

2551 

1372 
3*8 
319 
287 
195 
-0-

1150 

367 
308 
89 

374 
-0-

559 

61 
493 

Non-Grain 
(Carloads) 

1559 

24 
4 

-0-
4 

15 
65* 
461 

103 

-0-
1 

-0-
2 

25 

52 

-0-
-0-

Source: M-K-T Tr a f f i c Records; MKT-20. VS of Dlmmerman at 9. 

With SK^ihere^^he'MK^"n?:^ Interchanging t r a f f i c 
QDcS. . f " J o l n t - l l n e route Is more -efficient than 
fttemot%::*Hr'^"* that the merged sys em tc u l d 
MK̂ /SPT ^n^ ' P^''="caily a l l of *he t r a f f i c now moving Ir 
Ealle Pass i r ? % r ! r 7 ^ ? ' '° Chr s?l and 
by i t a^d i r ^ F 9 1 / ' ^ % i f ^ " ^ """Tn.S'' ̂ "^"^^ '^'"'^'^ exclusively 
hirZ ana Ar.SF.J_-/ The proposed SPSP and present MKT/3PT rou-es 
between these exclusive MKT points and the three Texas Doln°sarr 
comparable and there would be no ad-/.ntage to SPsI " aUo^^nl 
MKT to par t i c i p a t e In the t r a f f i c to and from those points * 
However the record does not reveai how much tra??!c is 
Involved. Given chat the t o t a l amount of t r a f f i c M?K- handles tn 
•ind from Laredo. Corpus C h r i s t i , and Ea^ .e Pass «a3 onlv 8 l l f 
carloads i n 1983. and that the largest portion of "hac^rL't-ic 

ri:'^K.^:i,?!J%!?:!°- P=^-3 are B a r t l e s v l l l e and Shawnee. 6K. Temple'ind-S^ai;;; TX^and W^tunlton^'ch'^nute' 
Peabody and Marion. KS. In addition. Enid and Ck{a h o r r c i t v ar. 
served by these two carriers and BN, ih i c h lacking rt?r1.^^ 
to Mexico, could also expect to oe foreclosed f ^ ^ ^ a r M ^ , 
with SPSP .."or t r a f f i c heUen tho..e po!nir : n d " t ^ ? h r e e ' X T 
in question. In contrast, MKT states that i t serves relat^ve^v 
few points not served also by ATSP. ooiveo r e l a t i v e l y 
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exclusively T l ^ ^ . ^ ^ r v o m these o r i g i n s . options. 
?|.efe^;^rnts^ruld lose a l l competitive r 1 ^ ^^^^^ 

The more s i g n i f i c a n t t r a f f i c at -e^moves^rr 
Shipping points and i^S/f/^/em Shippers supporting MKT 
beyond the Proposed SPSl- sys e enterprises that are ^ 

Salina. ^S, a l l °' 
„rved by ATS ^^^^^^^^ routlng^options =oui.^^^^ 

*l̂ °̂"rf- ^ r l f f U mfvlng from tr.ese PO^f^^^, f , l o n ! UP/MP 
disappear f c t r a i i i elimination oi '̂ "̂'̂  nrovide 
only '.n a re<luction not a" ^.n^ior^ed »^°^^,t^^,i!*"Theref ore. 
,130 ;e°vice to Laredo and Corpus C h r i s t i ^^^^^^..^ for 
single-system servic ^̂ .̂̂ .p ^^^^Vd c a r r i e r , such as MKT 
* ^ - " " r L ' i c . Fr'o;̂  P°̂ '-'". ̂ ^ T p t p l b u t not'both)' the car r i e r 
T . u : ' ^ r ^ ' ^ - ^ ^ moving 
not serving the point «ou,i P^'^I^ll'^^^or exL^^ie. MKT or 
InterU n e «lth the .'^'^'i-urt^er movement over 
from that point tc "*reu Omaha-Council 
RN could originate t r a r r . c ^ Lincoln and Ô ^̂ a ^ 
S5/MP; MKT =0>^l^°/^,frTSn for further --'-^S^KT^could l ' ; * i t s 
Bluffs (not ««̂ :̂ ^̂ ?̂̂ i<,n8. such as the ^ ^ t t e r . MKT coul^ 
some of these s i t u a t i o n ^ city-Denison, '""n'oylng the 
present lonS'^*"^ ^ u t a change in the ̂ ^ ^ ^ ^ ^ ^ ^ ^ t o n ^ the proposed system. a represent a reductio 

participates «lth s r i ̂  -.gg, this t r a f f i c a™°"hg^ earloads 
tables P̂ '̂ "t̂ f.n̂ ''°rrioad3 from and to in contrast, 
fewer than • ^ ^ ^ i p T s t i . Eagle t-af f ic . ^ ^ ^ t l n g or 
from and to ='=^^,;^^elS to lo;e all -'-^^^-'^^^^.T pir? cipated in even 
would be more ll*^*^^ """f movements, but "'^ti- ^i^rectlons). 
intermediate f 3 6 3 carloads in both direction 
less of this traffic (-.3 ^^^^^^^ ^^^^^ 

= p ' r f d ; i ! ? ^ H ^ ^ ^ - - r s h f p s ..e now subject to 

-ôopoir̂r;̂  r movihĝto -;rcomS t̂ ^^-:---r 
axclusively-^er.-_d point ^^^^^^^^^ nd SPT « Une ^^^^^^ 
m v e r t i c a l t o r e - i 
markets. 

~ ~ r MKT carloads to Corpus C h r l s t l i n 
.™r,ie 31 percent of MKT c^rioa aast ler at 5". 

92/ For e^^^Pl*' ° ' am from Enid. MKT-20. V5 01 
-re83 consisted of grain 
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The evldc-nce contains ^^:'«;:*^«^t^Si*%ft,r"nJtlaf movement 
Shippers stu.-.e now ^ ^ P ^ t - i ^ ^ ^ ^ ^ ^ ^ ^ f / s p ^ (!) to Dallas, then 
tv SPT. Tnê je Include '•̂ •°'"*"'«";\°̂ *M,dwest and in California 
over UP/-1P or ATSP to pol.nts "̂ ^"l' -'-̂ 2* to East St. '..ouls, then 
Served by those ^ ^ ^ T t o Chicago! (3) to unspecified Junctions. 
Via different carriers to ̂ hicago. (:> .^itimate movement by 
then via ^^'".^''^^"^^^'•^^fc r t o "specif-ed Junctions, t.e. via 
Grand Trunk -«'tern. and (4) ô ^^g^. partlcul^'.-..' 
competing carriers to -he RocKy nou ^^^^ ^^^^^ 
specific polnta in Colorado and ̂ t»h. ^̂ ^̂  „ 
movements. SPSP f<="^^ ^^^^^^tion for portions of the movement 
enjoys and , ̂ h^^^^/ Howev/r. although the size ano 
Where i t is now f^J^^^f :«:^%,t"oche«ical shippers is 
productive «'̂ P*'=̂ :̂ f/rttle evidence identifying the aoount of 
subatantlal. there la U t i l e evioe „̂ compete with 
t r a f f i c for wMch ATSP has been in » . ^̂ ^̂  ^^^^ ^ ^ ^ ^ j tje 
oth.r r a i l ca rlers and 1- ̂ « f ^.^^'^onaolidation. MKT, th? 
subject to ̂ o-'P-'tltlve harx ^^ ^ ^ J ; ^ % ^ ^ t i v e effects in this area, 
party sseking to i ̂ ercenu of Bayport li.ie t r a f f i c 
W l e < l only -1* ca;l°*f,- s^^Srlng 1983, according to 
in J o l n t - l l r j service f ^ ' ^ J l ' ^ J^ , ^ that year shows t 

. f r d r i r a d s .ovlng to the_llne ar.d 5 m 
that i t 

Iccilcants.'''-' MKT'S own ev lu^-.v.^ 'and 526 moving 
h^'ndleo o n i r t , 3 l 2 =«F-,l'>»f,J;°f?̂ ,ffic :ould necessarily be 
from i t , ^ 5 / aid not »itt!on BaSport line shippers also do not 
subject TS ATSP co^P'tltlon. saypor^ t r a f f i c subject to 
provide much information cn t h i ^a^, no doubt that 
?osa of competition, ^ • j ; ! ' ^ ^ " ' ^ ^ i r e of competition favor 
^oaslbUitles «i»t f=̂ ^̂ /̂̂ °̂,'=̂ a!uate ch. extent of this 
?^r^cfo;ure";rd:te'r;in: tTa^the anticompetitive conae.uence. 
are slgnlfIcmt. 

. 'our railroads, Aior, 
Boaumonc: Beaumont '^^^ "^^nsoUdation would reduce th. 

SHT mvmn^ KCS. The P''<iP°'"^,^X«e MKT emphasizes that 
nJib.r of competitors from ̂ ^ur to three. "^^^ ̂ P^^^ ^^^^ 

remaini.'^i two ^ ^ ^ ^ ^ ^ / t a r e l l , other than southwest 
serve but fa i l s to identify th'-" tha' -ould suffer from 
Kinsls. or specify the amour °̂ :̂ '*fict. UP/MP has ar. exterjsive 
this reduction in ̂ ô P̂  'ir.ln-^oduclAg areas served by P̂SP, 
^^n^^thl.'M^^^K^S^ s^r^^'the-'m^aror^^r-^ 
Ta^ n t e r ^ l ^ e ^ i t h other carriers t°^^^-^J^-.^ts-to Beiu.ont and 
Systems. Ihipper '^i;P^^^.[^,'^3^'^;dJctlor in competitive options 
- t l l ^ ^ i S n ^ ^ m ^ o : ; : ^ i i d : t i r ^ ^ s t r e a s ^ 
^fr^Jlce greater n„i.ii y,̂ ^̂ ^̂ ^̂ ^̂ ^ . , , , t - l l n e t r a f f i c 
proposal fromises. 

Despite r.heir f 'ong-haul on many of these mv.-eme.its 
recently been capturing the ̂ o"8 " ^^^tes. so the 
even given the d f ^ ^ ^ t y of 1 " exis *^^^^^^^^^te that 
oonaolldatlon would not he «xpec.B gp^.^^gp oompetltlon .o 
situation. Concern about the 1°" « ,^ foreclose ATSP 
cilUo^-.la seema curious because SPT could^^^^^^^^^ indicates tht 

? r * h r s ^ r o ; r s o V % c : r y e r r t . " A l s o many s.hlp^^^ 
i ^ t ^ ^ L f e d " simply J^n - - L l n i r g ' a ^ ' i ^ p r o v ^ ^ e n t over the ^e rv i . e 

r t h e ' m o n o U l ^ ' o r i g l n c a r r i e r . 

, 4 / SPSP-43. VS of Bosanko and Heyff at i : 6 - U 7 . 

95/ MKT-20, VS of Oastler at 

80 



Dockwt N i . 30*00, £t a l . 

to B.auir.cnt would not be forec a; .er - r . ^ f ; « r . ^« 
a ° t l * l p a t . c . r ioua antlcco-.petlt .v. cona.qu.ncea .n t h . B.aumont 
a r . a . 

,m,<i/,»-hi»n'Ward Sour: SPT and *TS? l i n . a crots at 
Midlo h l i n ! TX? sough g r ^ l l a s . Shlpp.ra l o c . t . d in the area 
?e2r the l i aa of com^e t l t lv , opt.vona I f ' P ^ i i = * " ^ » , ^ ^ f ^ ^ t h ' r e 
Motor, of Ame-lca t C . n t r a l ) . I n c . . statea that ^t l o c a t ^ th . r e^ 
"xprassly to ensure a v a l l a b l l i r y of service by both "JJ ' '^*^ ' 

?ranapo?taUon of motor v . h l c i . a . p r imar i ly t* t«een Midlothian 

g ran t .d . 

' Houston (AGRI): ^ • ' " l ' ' ' * " ^ - ^ ^ ^ ^ ^ ^ l ^ ^ ! ^ * ' = ' L ; H h ! c h * ' l t (AORl'^Jpe^'a-es ^ expert f a c i l i t y at Houston, from «nic" 

t r a f f i c fo l l owing consol idat ion . 

Kansas City and th.->se ;iolPta. 

We auree tha" SPSP could seek to d iver t :3rmer KCS-SPT 
, . , n t t l n f t r a f n o to i t s own single-system rou t ing . However, 
ihe e f ^ c t on the public of losing th i s rout ing option s not 
^ ^ L r BN SP/MP. SPSP. and MKT would provide s i n g l e - l i n e 
servUe betwean K;nsas City and both Port Worth and the 

KCS argues 
cween 

96/ MKT-27, VS of Dlmmerman * Slieridan at * . 
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Houston/Qalv.acon area. 'Wiua. the public would continue to have 
several r a i l options a-.aUable f o r th i s t r a f f i c . KCS .haa f a i l e d 
to show that a a l j i n l f l c a n t amount of t r a f f i c now uses the KCS-SPT 
r o u t i n g . f ' / Shippers supporting KCS condl ' lons do not provide 
spec i f ic Information about t r a f f i c moving between these points or 
exhib i t pa r t i cu la r concern about the loss of t h i s rout ing 
opt ion . I t has not b.e.? leronstrated that the e l imina t ion of KCS 
competitive optlona In i..if.-.e corr idors wMild have serious 
ant icompeti t ive e f f e c t * . 

In summary, we conclude that the merger would create serious 
ant icompeti t ive problems. Competition would be el iminated across 
the Southern Corridor b.tw.en C a l l f o n l s and the Gulf and 
Southeast. Phoenix and the San Joaquin Valley would b . l o f t 
without r a i l competit ion. In tne Central Corr idor , t r a f f i c now 
experiencing competition would be l i k e l y to l o a . competitive 
rout ing options acroas >.hat cor r idor i '>llowlng the -er^er . 
DRGW's parti-I ' .patlon aa a competitor fo r cranscontlnental : r a f f l c 
woul . DC . , eonrd lz .d by loas of t r a f f i c d . n s l t y . SPSP would face 
no c - n p . t l t l c n f o r t r a l f . c moving between Loa Angeles and Oregon 
and ' . :h-nirton In the Pac i f ic Coaat Corr idor . Specif ic shippers 
In : -1 t.\4it have dwjionatrated t h . l r r e l l a n c . on ex i s t i ng 
oofci V. '. i . lon. name'v AGRI at Houaton and Maada at Midlo th ian , 
woi.id dlsadvantagad by the m.rg. ' l ayst.m'a incr .aa .d market 
pot r . 

.•-r.<^ver, although not . a a . n t l . i l to our dec'.slon. w. no t . 
that our i - . slon that the merger would hav. :«»rlous 
antlefMPe r ' . . .! s f feo t s Is consistent with doc'_»»n<ary evld.nce 
obtalneo . m oPS? Indlcat l r ig that one purpose i f tne merger was 
to achieve aonopoly power. In a ravealing aoi:writ. i t e n t i t l e d "A 
Strategic Assess.iient of .S.nta Ke's Poaltlon I r - h . Railroad 
Industry ." SPSP's .'halrman. then chairman of i r i . recommended to 
I'.ls Board of Directors that they acquire -SPT to el iminate the 
competition Santa Pe faced from SPT. SPSP ras attempted to 
protect that study from public disclosure.?8. 

The "Strategic Ansesara.nt" study (entered into evld.nce a.id 
r e f . r r e d to here as Exhibi t "KCS-C-1") waa pr .par .d not f o r the 
purpoa. of l i t i g a t i o n but f o r corporate bualn.ae planning. I t 

97/ Por example, KCS' Loss Study predicts a losa of about 
iT60.000 due to a cloaure of the Kansas City-Houston rout ln t , . but 
tn l s fac t neither reveals the amount of t r a f f i c that naa used the 
rout ing nor c l a r l f l e a t h . serlouanesa of closing the route to the 
shippers of that t r a f f i c . KCS-12. VS of Ploth i t 20. 

21/ The "Strategic Aaaeasraent" study was dlscov.rad by KCS In 
the course of th is proceeding. SPSP arguei triat the document 
:ontalna conf iden t i a l and proprietary Information and thus 
demanded that I t not be made pub l i c . I t was therefore entered 
Into the record under seal . 

However, th is doea not mean the Commission Is proscribed 
from r e f e r r i n g to that evidence In th is decis ion. Tne 
Administrative Law Judge who presided over the hearings In t h l a 
case never ruled on the Issue of whether the study did Indeed 
contain conf iden t i a l and propr ie tary Information. Moreover. •Ir. 
Schmidt submitted to public cross examination, without o b j e c t i o n , 
on the contents of the document, and SFSP did not request ' that 
the transcript- of that cross examination be placed under seal . 

Upon review of the dociunent. we f i nd that some of the 
econometric forecasting data contained in i t may be corr lCcrcu 
proprie tary informat ion . We w i l l not refer to those data, but 
w i l l l i m i t our discussion to those portions of the document Mpon 
which Mr. Schmidt t e s t i f i e d . The l a t t e r do not contain 
Information which may be l eg i t ima te ly >.lthheld from public 
i c r u t l n y In the context of th i s proceeding, although we can 
understand why SFSP would want them to rema'n secret. In any 
event, by not object ing to public cross examlt.atIon or that 
ma te r i a l . SFSP has e f f e c t i v e l y waived any claim of p r i v i l e g e to 
which i t otherwise might have been e n t i t l e d . 
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.as conducted under t - - r e c t l o n of the Cnairman^in^ 

a request frcm SPI's '^uroad business. Tr. at 176. 
the company at ould *ne chllrman to the Board in May 
525. 228. I t waa presented t*^* ^"'^ testimory and legal 
1983. Tr. at 223. T^us. unlike •^P'^J.J^tion. KCS-C-l appears 
;«u;ent prepared In «hticipatlon^of i ^ t ^ | * t i o ^ . ^ ^ ^^^^^^^ 
to be a candid appraisal JPSP - -hler e ^^^^ Directors 
"matter of paramount 1-P°^ *"4tn.ng t h i company's future course. 
was intended to rely m determining 
KCS-C-l at I . 

„oo»«« KCS-C-. J,.»;i;„';„ir3isr4n 

i r j - * ' ' . - t 
The study Cited two ' ^ n i r i c - t benefUs^that^-^ 

frcm a merger with SPT. P l f s t . tne un«i „,rioualy 
by 

frcm a me;ger'with P̂T- ^ l ; f ; ^ ^ , f , , r , ^ ; Z e f U varioualy^ 
I d e n t i f i e d the °PPO'*tunlty to achieve freedom." 
referred to aa "pricing f ^ ' ^ ' j ^ ^ ^ ^ ^ a e the number of exclusively 
v i r t u e of a merger that would I h ^ ^ ^ ^ ^ ^ ^ ' ^ t 33. m context, the 
served o r i g i n 0? destination P ° ^ " " - , - | v / l n d "pricing freedom" 
:tudy uaedNhe terms "prlc n g ^ f l e x i b l i i y^^^^^^ 
to refer to an a b i l i t > .0 commayu ,̂  g i8-.c0. 3^. 
to adjust prices to meet k competition from 
u!. Second, the merger ""̂ '̂̂  •l^'^^"*^". . . ''pres.r.ce" in 

- ' ^ r . ' r r a r - ' - n n r - i s ' i d e n t r f l e i a, having " s i g n i f i c a n t l y 
i ; ; r . r u t ^ ^ x ! f t i ; g ' r t t e s . I d . at 31, ^3. 

The ,tudy Uluotrated the adverse effect Of ĉ ^̂ ^̂ ^ 
Santa P.'s p r o f i t s by ^'^^P^;^"^„^'""uro«d operatlona brought 
percentage o" gross ^^'^'"^"u^'^^/thc period 1951 to 1982. 
down to n.t - - i t h that of JP ror ̂  v ^^^^^^^^^ haa 
Vr i'i-21 Ouring that period. Santa re a 15. The Chairman 
reterlor;ted'! whfle ^ ^ ^ f ' ^ ^ Z l V c e 'ue'nit to lower 
observed that ';' ̂ "F*''^^^ S*m^ ?o comand greater revenue 
coats, but primarily to i t s • S i i i ^ y chairman concluded tha. 
tor.-mlle than Santa * j i b u i t y " had led to i t s slower 
Santa Fe'. "lesser P''^=^"!„"**j^ring the study period, and that 
jrowth in revenue P«'' to"-™i^«/^^;"5i,cpepancy in 'JP's and Santa 
Sonpetltton was responsible tne ̂ 1 K i g . j o . In 
I T ' l respective revenues ton-mile W.̂  ;,e,dom." the 
describing the bas^s for UP > f^'^^ings. that UP enjoys a 
S^:L^rdrg^e:"of°rIuTom^e?5^1on^^^ *much of i t s service 
t - . r r i t o r v . " Id. at 20. 
t e r r i t o r y . _ r e c t i f i e d . T̂ e study found 

However, that «'-t̂ etlor> could be r e c t i r . e ^^^^^^^ 
that Santa Fe's revenues «"^'^^.^"'^*'nly'carrier serving more 
c a r r i e r were to merge to beoorae the only c ^^^^j^^^ , " p r i c i n g 
o r i g i n or termination P°^""- , i f - tve the new combination the 
freedom" would result . * ( p a potential to improve 
fotlowmg t r a f f i c characteris US. ( l ^ ^ ^ ^ P . T ^ r e ' v by 
^ ^ r n ^ ^ b e f i S r o 5 U t i o r POln^ e x c u s i . by 
r o r ^ s f ' r o u ^ t e ^ - r ' r l d r r ^ b^twe^^ k.y c i t y pa i rs . I d . . t 33. 

While the f i r s t and t h i r d character 'sUcs^are not^ 

r i t r r P ^ ^ i L ^ s ^ l r r r ^ e l n s r a f h r e v l n g what IS described in 
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the second characteristic: a r a i l mo.iopoly a^ colnts In 
Cal i f o r n i a and throughout the Southwest h? l ^ . f ^ i v ,„ , 
the number of exclusively served point,! " ^ Increasing 

TOPC/cSpc'trlf-c'S^ulI'o l " " ' ' " ; ' '""^ that 

m̂̂r̂ ĥ̂r i€ ---̂ ^̂ "̂̂ ^̂ ^ 
generator'"d s* o^ict" 'o^be'theM!:' t'"''' '"""S"^ 
traffic types In th^tqst-l.i92'per'i:d.'^Tr''a?l3^?\c1 c'\ 

a c q u i s i t i o n of SPT would be "especially attraorWe In terms 
ts recent strong .TOFC] t r a f f i c presence Id at 38 

;iduce^c"omp:tlt^?on'%rac^^ul'°?::g\^^P??'^ ' ' ' ' ' ' ' ' ' B U a l ^ L i ' i n d 

antlcomp:^T?t:^: 1 n ' ; h e T o r d r o r ^ ^ ? 2 ° r s ' ^ " T " ' ' ' "^"^^ 

merger with SPT ' f f e r a - [ s ] u 1 s % : n t l a ^ ' ^ S t a L ^ r s ^ A c r f ^ ^ x t i r r M 

H 6 e - a c h ^ - r - - a ^ a b o r ^ r 

S f t a . o ^ - r - p - ^ ^ i u S ^ i : ^ ' l ^ ' U ^ 

IKE .-ROPOSED CONDITIONS WOU.D NOT REMEDY THE ANTICOMPETITIVE 
EFFECTS 

condi^r^^i p^ii ^^^ir^:i'c::a^?r^a^n-.-^r^^-.-
pu^urm^^er':.!:?!'' ^li^'^^',rr^^L^^''v\!:' 'i% 
generally t e n f L ^ ^ ^ ^ u ' ^ e N ^ I ' L n ' ^ n t s ' t o ^ ' r ^ t'^erfromr^"''"'^ 
consolidation and that conditions should not L Imposed unless 

r:L:c lon''''>%pT'''',°'^'"''^*>^''^'^ '"^^'^ h^rm ?o"he transaction. xn JP Control, we seated that we would denv •ner.r^r 
rrt^°"^H '*̂ *' ''^"stantlaUy adverse to t.he public ^n^er^s" 
rather than use our conditioning power "to restructure a 
ransact on beyond the scooe proposed by appUcInts"" 'b6 
I.C.C. at 56!;. In making lhl.<« f i n d i n g , we noted that - a l l 
consolidations are not the proper vehicle for r a i l tys-em 
re s t r u c t u r i n g . 366 I.C.C. at 56*. We stated t.hl^: "" our 
role in merger proceedings is to evaluate carrler-orUlnated 
i^ubMr' -^^termlne whether they are consistent wlfh ? L 
public i n t e r e s t . " La. In addition. I f appropriate ouhll" 
i n t e r e s t condltlons-'annot be formulated then t h e % ^ - n , i \ , 
should either be approved without c^ndttlons i f t t o??ers °" 
benefits that outwelgl the threatened harm, or be denied i f t h . 
harm outweighs the bereflts Tn RM B ^ I „ ^ 1 oeniea. i t the 
r„» M,. =-S"= '-"t^ oereiic.i. in BN-Frlsco. we set fort h c r l t e r ' ^ i 
for the Imposition of condltlons . —JT^-TTi;.c. at 951-952 These 
c r i t e r i a with s l i g h t w d i f I c a t l c n s . have been Incoruoraied inro 
our regulations. 49 .; U80.l(<j). incorporated Into 

Rall.-oad CoMsoiidatlor. Procedures. 363 I.C.C. 784 (198I) 
at 789. we recognized that these c r l t T ? T I aoplled to conditions 
being proposed to p r o t t : t a p a r t i c u l a r c a r r i e r , where essential 
services would be affected, but that the Commission wou?d al3o 
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conalder Impoalng oondltlona that might be useful in ameliorating 
potentially anticompetitiv. effects of a ccnaclldation. 
Conditions designed to protect the public froir antlcompetltl\e 
consequenoea were not to be limited by t.he essential services 
c r i t e r i a . 

The oodlfl.d eaaentlal servlcea c r i t e r i a state that th. 
Comnisalon w i l l not nonaally impose conditions to protect a 
carrier unl.aa essential services are affected and the condition: 
(1) la shown to be r e l a t ^ l to the impact of the oonaolldatlon; 
12) is designed to enaSl<» shippers to receive adequate service; 
'3) would not pose unreasonable operating or other problems for 
the consolidatad carrier; and (4) would not frustrate the a b i l i t y 
of the consolidated carrier to obtain the antlci.-'ated public 
beneflta. Criteria for Imposing conditions to remedy 
anticompetitive effects remain uncodified but were set out in 
UP-Control. There we stated that we w i n not Inpoae puollo 
Intereat conditions on a railroad consoi*latlon unlea8 w. find 
that the consolidation nay produce effects harmful to the public 
interest Csuch aa a significant reduction of competition In an 
affected mark*.), that the conditions to be imposed w i l l 
ameliorate or eliminate the harmful effects, that the conditions 
w i l l be operationally feasible, a.-.d that the conditions w i l l 
produce public oeneflts (through reduction or elimination of t h . 
poaalbl. harm) outweighing their htrm to th. merger. 

In . i t h . r situation, th. issu. of whether oondltiona should 
b. Imposed in a consolidation goes esaantlally to whether the 
tranaaction w i l l result Ir a lessening of the adequacy of 
transportation to the public. In the absence of public benefit 
considerations, carriers are not entitled to protection from 
t r a f f i c dlveralon or from the risk of competition. 

W. conclud. that the adverse effects of th. proposed 
consolidation outweigh the expected benefltj and cannot 
affectively be mitigated by the conditlona proposed by the 
parti.a. 

Vari 
alleviate 
m the fo 
and offer 
railroads 
applicant 
primary i 
condition 
method of 

oua railroads 
anticompetitl 

rm of trackage 
s to purchase 
in the f u l l r 

3, '-'thin spec 
pplica.:n3 them 
3, and DOT has 
granting oond 

have proposed conditions purporting to 
ve problems. Thes. oondltiona, primarily 
rights, ind.pendent ratemaklng authority, 

lines, would p.rmlt participation by these 
ange of t r a f f i c handled b> the primary 
iflfcd geographic areas. By contrast, the 
selves ha/e offered certain more limited 
recom.'̂ endmi it s own app-oach to the 

itic n s . 

Applicants' Proposed Conditions Would be In.ffectlva 

Early in the proceedlnt, applicants made a commitment tc 
iraintain efficient through routes and service via existing 
gateways following the consolidation. Subsequently, in their 
rebuttal statements, appllcarts expressed a wil.iingneaa tc be 
bound by a r a i l srrvloe condition obligating SPSP to provide 
Interline r a i l service througl- a l l connections in a manner that 
does not discriminate in quality among r a i l routes and 
connections having nearly equa. volumes of t r a f f i c . At the sam. 
time, appiicanta proposed a pricing constraint condition, under 
which SFSP would be limited to .'ate increases on specified 
t r a f f i c of no more than 5 percent a year plus In f l a t i o n , aa 
measured oy the Commission's Ral. Cost Adjustment Factor (RCAP). 
However, rates below 150 percent of variable cost on the date of 
"the merger could be raised to that level in equal lncrement3 over 
3-year period. The conditions would apply to both common 

carrier t a r i f f and contract rat.a, and to both divisions of Joint 
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-?hr^r^f??r?r:hicr^h: ^^"^^rX^^^^ 
^ : ^ : t ; t s ' 5 s ^ ^ c i r i o t r a f f l . n^^^ 
f " " ' t n d l v r u a ' o r t ^ l ^ t f i T l i t l d u a ^ ^ ^ s t a t i o n , . These 
from lh'^^''^';"*;,f'^iL .3 t r a f f i c p o t e n t i a l l y subject to 
flows were l - ^ e h t l f l e ' ^ ^ ^ t r a i i i v - i<,Dlying the competitive 
anticompetitive harm by a study l ^ r ^ ^ l i ^̂ P̂ :̂"'̂  
analysis principles employed In the DOT study. 

M»»r 'he cose of the proceedings, applicants offered as a 

rg:^:^renf l̂ as°î .̂ trn5 r t / U p l e m e n t the conditions offered^^^ 
previously but aPPilcanta lh^l=«ted -iUlngnes^^ ^^^^^^^ 
for the pricing constraint con ,/P„,,,„„petitlve 

agreement as :^«^^f^"°er The agreement wou.: apply to 
consequences r f the merger. ine 6 i d e n t i r i e d by DOT as 
approximately *.5 mi.lion tons of I r^ ^ 

'^''>''''^^^S»ttSn i ' - n ad?Cstment to exclude t r a f f i c flowa 
the t a i i r o a d s weulQ remain a s i g n i f i c a n t 
Khere one or tnore oth^'^J*:;'^^*^ ccrsolldation. The t r a f f i c 
competitor for t r a f f i c * f t e r the ccnsoLiaa.10 ^̂ ^̂  
subject to competition from under the agreemen eement'3 
t r a f f i c movl..g between th«/«i;^"|p^fi"fUd l^i . n t Locator Code 
065 b l - d i r e c t i o n a . ̂ 1°"% fSring TOPr. COFC. perishables, 

3PLC-6 point served by only one raUroad. 

r\i ?itnircr̂ :d̂brthrt:?:n̂ :m:J.̂ .°%ps" 
w ^ ^ i r L r l y ^ ^ L ^ ? t h t ^ ^ e .SF's^lnes^a^^^ 
BN the higher of (1) the l^-«^^^^„^!; increases aa meaaured by 
date of the merger plua Ih^^tf^^.P^F^s Hall Form A variable costs 
^'%h"'*^^-e^ ' he'Lrger L'de^crlbed t n the agreement Rate 
on the da^e the "^erter, aa ^ prevented by the increases in excess of l " f : * t ^ ^ " ow ISO oercent of SPSF's agreement for t r a f f i c «>;:hi?^ ^ f l o - 150 percent ^^^^.^ 

s l g n i n c a n t l y below this l e v e l . ' ,ter than t h i s 
tranaportlng the covered t r a f f i c "ould be sre f^^ndUng and 
because tne co3t3 to of s o l i c i t i n g the 
auditing revenues. be factored i n . Also since 
minimum p r o f i t « " ^ [ ^ f ^ ^ P ^ ^ ^^"',82 variable costs. BN woulu 
the compensation l e / e l i-^^^^^^/^.e^^uae SPSF's actual variable 
be at a competitive 'disadvantage, becauae^r reduced 
costs m transporting the ̂ '""Pfj^^^ns! Faced with these 
by the * " t ^ = ̂ P«^«'^^S:;^f^,^bIb?; Se discouraged from transporting 
disadvantage.^. would P^°°»°^ ^ ral6e rates to the level 
" ^ ^ - ' . ^ - f BN';ecame interested in the t r a f f i c before facing any 
at which BN became .n^e- reason to assume that 150 
r e r r e n t ' - o r i r s r v r r l f b i e I^:tl--or"whatever actual rate level BN 
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.«r..4»fe i t f ^ r handling the 
wo-ild have to s t t to =̂ ''P«"̂ ''̂ evel that would apply to t h i s 

.-er se competitive. 

r.rr.:;!"'.rti.,T.r.»;r u .^.-l,"..tr.ct,. It, ......c|,"uĵ  „ „ ""stnt'iSr ;=... 
competitive «ith oPS^ * ,rrn• trans t time, accessorial ' 
equipment supply. " ^ ^ ^ ^ ^ I r ^ V x J u t l e - , or service to new shipper 
•'lew or improved iatermo.al f^;^ / ^ t l e ,,-,rpete strongly at 
. - r c i l i t i e s , areas In ̂ ^ ^ . f , . ^ t l v e t . reduce i t s -^osta and 

t f B i V c e at!^n.: cV;id"n^t ?hr:at:n^o ^ ^ ^ ^ r t 
^ t ' r a r f ! c ^ r h ^ r S h 1 t f ; : n ^ r n c r e a s . d e n . c l . c y . 

DM would be authoriiBO 
Vne piecemeal nature of the t r . t f - c ,̂ ^tiveness - i t h the 

to s o l i c i t would also 4f«*^;^/3e"vlcrt SPSF could provide. BN 

variety of points, tnereio package. oPSP u.uio 

Traf' V d r s p i t e i t s rat.s «̂̂ h|,̂ ,̂̂ ?« . r t r a f M o moving under 
would not be an ̂ "«=tive competitor .o ^^^^^^^ U 
r a i l contracts. «^«=«^^M';\i*?ns and destinations reacnaule by 
co.mmodit:e. and f ^ . ^ ^ ^ t r ^ t e i t s e f f o r t s to put together n̂ 
r t r f c ^ f v e ^ o ^ ^ l ^ ^ ^ ^ ^ ^ " requi.-ements of a., 
indivi d u a l shipper. ^^^^^^^ 

The BN s o U c l t a t l . n j^reement wou d^alao .eq^^^^ 

favorable negotiating posi-io.i. 
f o r t h e i r t . - a f f i c . extent to 

^.ese Obstacles aside .re - ^ t =onvinced^of the,^ 

Which BN is ..ven ih^«^««^«th diversion of that rather small 
intereat appears to be 1" the ai ^^^^ ̂ ^^^ ̂ y an-d elthe. 
portion of the ̂:°̂ *'̂ !tn̂  aervlce. with u secondary interest in 
f / J f ? : r i c r - i s ^ ^ r u b e"c: -'^^uch^nterunlng ^ u t ^ ^ ^ 

ferHnfd^'^'BN roresees i t s grea est t r a f . ^ . ^.P.^^^ ,,,,er. 
connection with ^ts ̂ ow den. i y ̂ /ŝ  ,̂ 
and those south of Kansas i 

Would insure that SP̂ F "oul ^^^^ ̂ ^^^ '̂ °\*'*'̂ '̂ o'oet't' n! 
t r a f f i c as to ' ' ' ^ ^ -V^oxilA preserve ser-.-ice com£et^_n. 
whether BN's presence wouio t 

100 9N_3 at 8. 
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Onfortunately. these are not areas subject to sl•rl^1^«n^ 

o*̂  rr^h^:^r'in"area™ ^ J l P-Posid^c^^^ollS^J[^^?"^On t h . 

=°̂ r̂'î i' " -t̂ r̂ nrb:ts:- .̂n̂ ^̂ t̂ î̂  - d 
^ ^ i ^ ^ , -s:r?tîr?hâ  i;°̂ ?̂̂ i?s-̂?, ̂ ;̂ ?̂:?:sn" 
" y " a ^ ? ! c u l : : r ^ ; ^ = e S ? l M " ' ""^^^-"^^ ^ ^ " e ^ ^ n ^ ^ n 
compe?iror"forth:-tr^?fil"^co^^^^d^;y-?;;e^a::ee1^e„%^^^?^r-
agreement would not solve a l l . or even mostf of the' 

^aa.r°Tons ° ^ . ^ " ^ =^"»°lJd<»tlon. contrary to SFSP's 
aaaer.lons. The agreement f a i l s to Include substantial t r . r f * , 

TSPC "COPC " ^ e r r s ^ r ^ "1'°"' ° ' 'o^Petut^e'o^t ona iur-i., i^ufo, perishables, and boxcar f r a f f i e whi-h -h* "-^--l , 
e x n i r ^ ^ - r ^ ' '-7" regulation, have beer excluded i e ^ h a ^ r 
explained why the exemption of a category of t r a f f i c f r o l 
r e g uiation cannot be construed to connote Connlssion IndTffer.nc. 
^ r o ^ ^ L r * " ' " ' " " " " Ihtramodal r a i l competltlon!lC?/ i ^ ' t h ? , ' 
?uh;^frriH*; there la a subatantlal body or-evld^^.ce 
tr^nir«^^.^^ Shippers demonsti-atlng that they n . T r a U 
tran s p o r t a t i o n f o r p a r t i c u l a r movemen.s of I h l s t.-a.-fic and * h i t 

t r a n s p o r t a u o r ' - o r * ' ' ' / ' " ' ' ' ' ' ''^ M olh^^ -oTet of* 
by whlr t :ere ! ' ! r ? ? ' ' " " ' " ' f ^ « .-.creenlng p.-ccedurea 
, . - - - \ e re . . r a f f l e was lagTated and i d e n t i f i e d wor* 
t Z t ^ i t reaaons.^S?/ They n^rrSwed tne t r ! - l c 
• m o L r S " ; ^ - * ^ ' ' "^^^^"S =° P - * ^ " f r c ^ a n t l c o m p e t l t i v T " 
Impacts to only approxixately 2.5 percent of >he to"a' t r . r ? i . 
ca r r ied by ,'TSP and SPT, and much of th i s t r a f f i c d o « no? Iven 
move in t^^ corr idors t.hat ,ould s u f f e r the mo; ..evere 
f o ? ' ^ i : r - c r f w . i ° " competi t ion. Move„:nts of t r a f f i c 
w h l c r a o o l ' I L ^ - a f ^ ^ i - ^ ^ d or included in a manner 

p ĉdûê  -b̂^̂thîj; a :ar'ir?:ĉr!o"%:"'̂p̂ :̂jSus'':̂ri?̂dd3 
:o.SSe^?lin°nxts\:r'^"''^^°" '̂̂ ^ - Shlc.^%"TSP^^PT" ̂ '̂ ^̂  

^ / Applicants and BN argue that t h i s admission reaardinir what 
HTTrefers to as "Policeman Role" t r a f f i c only r - f u f ^ s BN̂ s 
recognition that t h i s t r a f f i c la already subject t r c o m p e t ? t l v . 
r e s t r a i n t s , aaklng i t u r - l i k . l y that SPSF would ever raTSe rat« 
to the poi.ht at which SN would s o l i c i t t r a f f i c . 3PSp-7i at 

I t h e r ' ^ J n L i ' r - ^ ' agreement because 
other competitive conatralnts have been conceded to be absent 
:.ven I f we accepted applicants' characterisation of BN's 
^ ^ f n ! " ! ^ ! ' • statement nevertheless reveals that BN does not 
t r i f f ' . - h i t h " " " ' ' ^^^ pro-competltlve e f f e c t on tMs 
tra f f . . o , which removes any J u s t i f i c a t i o n for approving ^he 
agreement to protect that t r a f f i c from anticompetitive harm. 

1°2/ BN-3 at 5-13. 

See Competition Section, 

1 ^ / I d . 

105/ I d . 

supra. 
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t r a f f f r n ' o w s ' ^ o . * " " , ' ! !PP^°r^°' ^ i s h l , specific 
r . r / protection Is Inconsistent with the basi- n,.ed 
'revocable" t ^ s = consolidation ^ 

t;^!T^ !: " necessary for us to define t r a f f i c or 

bu['-^^rt\e^^?o%:^e^^a\L°^L^Cr^^f;i:^?c^^L°"? ^"'^ " p — 

m̂de/̂fh:"!̂:.̂ '̂'̂ -::!̂  t;;:r?e:̂ ;;:iSĉ r̂ :rL;;;oSfr"̂ ^̂ °" 
develop.nent- h^.. altered the transportation plt^erns for .ucn 

-he w k e ^ ' a ^ - a ^ l r v ^ f ' ; '"^^^ Packaging contaln;rL Also, 

. w^?^pid^r;^i;:--a^Lri.f^^?-?ifr?^ri ^-riu ii 
oan-iot be re l i e d on t,-, r.*.,„̂in -,,^,,1;.., - f f e ^ ' w ; 
i n d t f l n l t e future. • i - ' ' ^ - - . rie..-ve .or the 

ident'iĉ t̂ r̂cf th:.:::̂ rt-a??[rirn°'.''''i'̂ f̂. 
Thl r ' acoordlne: to the year in which the data suouortln 
c v e r e d ^ ' / ^ h e T / L ' " ' - l ' " " " ' l ^ - t l f y l n g t r a f f l c ' ^ o be " 

, ' ^ a.^reenent, based on 1984 t r a f f i c dara --ear, 
mary flow as warrantln.5 protect ion that were^xrluded f r o ^ 
t r a f " i " ' -""^^'^ ^" ^ '̂̂ ^ ='«ta) Iden i f y n^ the 
^ever e s I s T t Z l ^ ° i ' ^ ' ^ constraint proposal. \ h e 
r ^ I ? r 3 ° tr-Me. M-5reov.;r. the f a i l u r e o*- on- of -re 
app. lc . i r t s t . par t ic ipa te In a gl-/en year's t r a f f i c may I'nd'cate 
o i l oar - e - ' ^ ^ ^ r i ? " t t r ^ ' " K^'^ applicants Is a b s l . n r ^ u t l h ^ f ' 
r h i ?• e f f e c t l v e L y . but perhaps temporari ly, foreclosed 
the o ther ' s p a - t l c l p a t l o n throLgh competitive e f f o r t s such af 
o f f e r i n g the 3, ' pper an ad-..nta.ieous exclusive ser-'L'e Contract. 

<^ar<^^l!lVl^iV"l' re jec t any approach such as the 3N 
agreement that wc i l d r e s f l c t js to protectln,s in U v l d u i l 
po in t - to -po in t f l . w s of highly spec i f ic com- iod i t i ; ; ! I d e n t n - U l 
by analysis of a s-.atlc samollng 5f t r a f f i c oatterna «nd 

s u r ? ! v r i ^ t ^ e 2 d " ^ ^ " ^ - , P ro tec f l .g . n v / \ l . l \ l l % T o . T t h . t su rv i / s a .'•̂ awed sceening process Is no subst i tute fo r the 

?:™:nr̂ r̂ ??frthaririLj!:[;i:- — - - -- ---
.„,rv *PP'-i = ant3' , » t a constraint proposal is unacceptable fo r 
amount of t - a ? ? ! / r ! ^ ° " - . " P ' ' ^ ' " ^° * ^^""^ l imi t ed amount ol t . - a f f l c (abou: 1.2 percent of applicants ' t r t a ' 

o^H^fl l o ' ' ' ' " ' s P s r u ' L ^ ' ' ' " vulnera . le '^o 'pcs t fmerg^r- lack of 
11^^ A 1 ^^^'^ screening prooedure that Improoerlv 
excluded exempted t r a f f i c , many movements of which have bIen 
o P T - a ' ^ i r T a l n ' t r a -3por t a t lon . Tt.e I n c l u s l o n T r e^^uslon 
01 t . a f f l o again depends 0. the pa r t i cu la r movements that h« .„In 
to be analyzed during the j . a r studied, and does not S o v l d e ' f o r 
changing economic c 1 rc urns tai ces. The changing .'atSre of t r a f f i c 
? h r ^ n o n . r f '"^''S'r <=°"dltlo^3 is hot tak^n into consideraUon 
The proposal would not preseive service competition or c r e - t e^nv 
incent ve f o r service Innovat ons or rate r v j u c t l o n s ! At ^h^ 
f ^ ^ u : r ; , ^ p f considerable freedom to r^lse rates 
(as much as 28 percent, excl̂ xA_.•^^ I n f l a t i o n , durln the S-vear 
t h l r e 1 ' ° ' a l r e a d y - 3 ^ n ^ percent of v a r l a b i ; L s t s t ? and 
there 1.-: no reason to ass-ume these levels would A >•^r.o,^,.» 
that would p reva i l wi th true mar cet c o ^ i e t U l o n . * ^ S ? ? e ^ ^ ? W e " ' ° ' ^ 
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year.s, even t.ie ....r.all amount of I d e n t i f i e d t r a f f i c wou'd be 
co^«n??f Jetermlnlng whether to approve a 
consolidation and how to coMdltion I t , we seek to oreserve 
con?rait"°th?-" competition that would b r i o s t . 3, 
contrast, t h i s rate constraint proposal would have us reola-e 
ex i s t i n g competition with rate regulation, and t h i r ^ t e n t l a ' 
would exist for disputes over access to 3P3F cos- d a t ^ oro^er 
computation of revenue-to-varlable cost ratios? Ind o^Aer*^ 
issues. Such a result would be contrary to the ^ a l l 
transportation policy of 49 U.S.C. lOlOla wh1-̂ . u^Z. , 
allow competition and the demand for e r v l c e ' ^ ' ts^h' " 
reasonable r a i l rates. -3t<i„iish 

Applicants' announced "policy" of maintaining e f ' c i e n t 

tSrosfe) rn« '^^r'-^^-o" suspends them under .9 U.o.C 

^Se°^^kte^!rl^ar^r^^?^e^,^Lr[^r^^t:^tL!^f^r^llf;eem^:jr 
i r j . t ' t u r ^ ^ r ' e f f i c i e n t .makes the poil^^y a poor 
a k s i a L c i f i r ! ' " ' '=°™P«tltlon. The ser-. L e cLdl^?°n also 

t . t :^^ specific enforcement mechanism, althouKh arb'tra-'rn fr, 
resol.-e dL.putes apparently is contemplated. Ue ^ould ex^oec-

^ o t ^ e ^ ' t ^ ' l f s T ' ^ l ^ ^ ^ t f l e r L i ^ r ^^'•^^^^ " di f f e r e n t SPSP whether for Improper reasons; whether 

connections actually receive e q u l l l v good service [ n ! ? ' 
respects, among other Issues. V t h e ™ o r e ! t r ? h e extent a Joint 
t ^ a f f i c ' " ? ^ ^ ^ ' t ' ^ r , f-^"" * s i n g l e - l i n e r.-.t^ for parUrular 

tL̂ ^̂ ĥ t̂ ^̂ tii;: - rth:̂3.̂ ĝj::̂^̂nr̂:ut\"ani"̂  
competition would be .-naintained wit.ho..ir .-ecou^se'to ^ 1 , 
dispute-resolving forum.106/ But oer I r ^ -h-' . -
both proposals i f that tF5ey'do'no\'-rea /^d'i^els'the -^o'tt 
serious an11 oompe111i-^e problems that have I d e n t i f i e d ! 

t21L± .Pi-_^ach to Conditlon... 1-. Jnacceptable 

on the"co-scl^r^-{c.' T ' / c l v l t ^ r T h T ^ ' ' conditions 

T!™ ''̂ ^ Commission is best suited to id e n t i f y 
competitive problems and to evaluate the effecr?venes^ of 

- - t e n c e that 

foreMo°;u^ ^oS^ems^^Te L^'k '^!n '^t ; ; i :° ' ' ' ' " ^ V . - " " - ^ 
to create a s i tua t ion ln%htc%' the^m'^^k " l? f̂ *̂  ^ J i ^ ^ r i n ^ f l ' ^ ' ^ 
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proposec' solutions to preserve competition, but that applicants 
are best suited to dettrrmine the most e f f i c i e n t solutions. I t 
envisions iipplicants being given the freidom to approach a number 
of buyers. Including not only other rallroad.-j Lut t h i r d party 
agents such as shipper associations and fr e i g h t forwarders, and 
negotiating the sale of access rights to the prob_em t r a f f i c . 
Applicants would be permitted to consummate the Me.-ger before any 
agreement is reached or approved, but they vcud not be permitted 
to raise rates on problem t r a f f i c u n t i l agreeraentc were approved 
by the Commission and Implemented. 

This approach Is unacceptable for several reasons. The 
present proceeding .has been continuing since applicants f i l e d a 

1° ""'̂  ^^^^ application !n March 
1984. DOi would have us ignore the evidence presented In this 
prr eeding concerning proposed conditions l ; i favor of another 
proceeding conducted to review conditions chat, apparently, no 
party has seen f i t to present before. In e f f e c t , MT Is a«i<ir̂  
us to adopt a whole new procedure to e-aluate conditions aj a 
substitute for the procedures already established. Not on l . 
would th.3 approach encourage procedural redundancy, i t would 
also undfrmine the legitimacy of the existing procedures as tht 
means by which conditions are proposed and evaluated. 

,.^2. f?'*^^^^"' "ould l i m i t the scope of Commission review 
woufd ° i «"trant's a b i l i t y to compete, and 
would l i m i t comments by Interested parties to t.hls Issue. This 
i i m l ed review would not protect the public Interes-. The 
Comnisslon would not have Che opportunity to analyze the u033ible 
harm the proposed conditions might cause. inciCdIng the!r'e??ect 
on the operation of, and t r a f f i c diversion from, other 
railroads. ..he Commission would also be precluded from 
evaluating the proposed conditions' effects on the 
consolidation's public benefits. DOT does not view this as a 
s u ^ ^ i r r o ^ ^ f i * " considers the applicants the persons -best 
suited to determine the most e f f i c i e n t (least social coat) 
solutions to i d e n t i f i e d problems." This perspective '..nores -he 
bi-w^^n^-h^ 5*'̂ ''**" P'̂''̂^̂  and private benefits. In a c o n f l i c t 
between the two, we cannot presume that appllcarts would favor 
preserving the former at the expense of the l a t t e r . 

In f a c t , applicants might be inclined to propose conditio,-
that would create the least e f f e c t i v e competltjon.107/ DQT 
assumes that the temporary rate cap and the pro9pect~of 
Commission .-ejection of a proposal o f f e r i n g ineffective 
competition would inspire applicants to come .p with the raos': 
so c i a l l y beneficial proposals immediately to ̂ .void dela. In 
consummation. But applicants might Instead find i t wort:,wr.lle to 
off e r a proposal that addresses some but not a l l of the 

be'sa???n-."''̂ -̂ '̂'°'̂ *'"'' ̂ " "̂"̂  ''̂ P̂  '^^^ CommUslon would 
; K The new proceeding suggested oy DOT might then 

have to be repeated several times aa applicants proposed 
conditions and the Conn-.isslon analyzed chera u n t i l conditions 
were fashioned that both applicants and the Commisato. would be 

DOT recognizes that applicants have no incentive to create 
meaningful new competition unless f<;rced to do so by the ^^ ' ^ 
Commission. DOT-8 at 42-43; DOT-3 at 31. 
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^h«^n"?/;?/^^*"•^^;!, .applicants .-ni^ht be w i l l i n g to toie.-.Le 
the rute cap ai;-IngThl.i period in the b e l i e f that the benefl-a 
of consolidation would ul tlT.ateiy compensate them for an^ 

. temporary i n a o l i i ; y to Increase rates, especially i f conditions 
o f f e r i n g minimal competition were approved. 

Prolonging th i s proceeding, even I f icceptable conditions 
were proposed on the f i r s t attempt, is contrary to Congress' 
in t e n t i o n , in adopting section 11345(b), "to remedy the chronic 
problem of extended and unnecessary l e l a y " in the Commission's 
processing of r a i l consolidation appl'cations.109/ That seo'lon 
requires Issuance of a f i n a l decision i80 d a y s ^ f t e r conclusion 
of evidentiary proceedings. We could not regara as f i n a l a 
decision in *hlch the conditions needed to render the transaction 
consistent with the public Interest were as yet mproposed. not 
to mention unapproved. Denver 4 R.G.W.R. Co. /. United States 
387 U.S. 485, 500-01 . 506-0 i Ujb/!. .Moreove.-, tRF statutory ' 
-equirement that we approve a consolidation oniv upon a " I n d l n i 
of 'onsiotency with the publl- Interest confllct.s wltn the 
immediate t^nsummation DOT urges, when, is here, we cannot find a 
consolidation consijtent with the public Interest in i t s 
unconditioned state. We are rot authorized to appro-/e a 
oonso.ldailon baaed on the prospect of I t s being made consistent 
wltn t.he puLtic interest at some time In the future. Baltimore 
and Ohio R.R. Co. v. anited States. 386 U.S. 37? (1967). 

Other Cor.diticns Were Not Shown To Be El fective 

Conaolldatlon of applicants' .Southern Corridor r-utes into a 
single sy.'item would be consistent with the public intereat on' . 
i f a competitive a l t e r n a t i v e In that cori-idor couid be found."' 
Some parties have suggested that v.tlcompetitlve tro01c-r3 I n ' t . i l s 
corridor might be solved oy authorizing add^-lonal r a l ' 
competition only for certain -ypea .-f move.nentK or comino.i I t lt>.s. 
ihi3 would threaten to deprive the competing ^-arrier of -.he 
t r a f f i c density needed to njaintaln ef-octlve ccmpetltloi;, preve.Tt 
i t from o f f e r i n g a f u l l service to custcme^s that -ship o" eceive 
a variety of commodities, and restrli.-l i t fro*n .s?rvi,Tg o-her 
potential customers altogether. I t -- . u i l alsc c-.at.- unwarranted 
uncertainty and disputes for shippers, the ca-rl-r-^. anci t h i s 
agency concerning which movements were "ooveraa" ai'c* whi'h we--' 
not. As --(e have said in discussing the BN agreemen- , the c a r r i e r 
would also have to be able to provide both rate and service 
competition. A r a i l con.iol idat ion proceeding does rot Involve 
merely an evaluation of rate constraints. Our concern is not 
limit e d to the a b i l i t y of the merged carriers to raise rates 
substantially for a continuing period of t l ; . • . We also must 
ensure that the ca r r i e r w i l l not be in a pAsition to reduce the 
qua l i t y of I t s service with impunity or to be i n d i f f e r e n t to the 

1 0 ft 
/ A p p l i c a n t s ' tende" of the BN agreement, and the degree to 

•rfFITch the agreement f.ails to address serious ant lcompet l t lvo 
problems, only confirm oui- be l i e f that th is could oncur. 
Moreover, rather than approaching a number of buyers In ' the 
market place, as DOT envisions, applicants have singled out a 
s o l i t a r y ca r r i e r tha t , i n t l l now, obviously exhibi ted less 
interpret in competing with applicants than the protestants have 

3. Rep. No. 94-595, reprinted in 1976 U.S. 
TTews 148. 151-52. Code Cong. I, Ad, 
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"'^ improving i t s service. The record ci^-arx. 
reveals that shippers have benefited from ATSP-SPT co-i.pe 111) r ̂  
no only by .ower rates but also by improved or at le.-.s-
satlafactory aervlce. This service competition must l e " 
malnv,a.ned. .-lence. we must .now evaluate whether conditions have 
been proposed t.hat could a l l e v i a t e the anticompetitive 
consequence., that the proposed merger would have m t;. '.oithern 

^ " e n ^ l i r ^ f t.^e'%i2ucit?;L°' ̂ '̂'̂  "^^^^ ' 

At the outset. I t Is clear that we must reje. • .e K' " 
i l t t ^ t l i t " ^ , ratemaklng authority (IRMA) proposal. i.' o^ab^nation 
with certain renuested trackage r i g h t s , i t is .Int. -.0 pro/lue 
competition to SPSP along th... Southern Corrl,-or between -he £,/ 
Area and New Orleans, with connections ..-"th o t v f r H t r o ^ d to 
and from points further east. HO/ However, for the i r ^ a ^ f ; 
portion of thi s route, betwee^TThe Bay Arei and Hous^Sr^ r - . f f l c 

tr̂ uhn:: r̂ "̂'- '̂'̂  ^̂™p̂̂  having tne 2utrio;u; 
A°SP-SPT ™ r i t s own aco. .n- . a t 
A.oF-bPT common points. While this might o f f e r some r.r^ 

supply transit times, frequency of seivlce e f f l r l e n p . . nr 
operations, or in otht-r respectJ. Its t.^a^sirtlme "o^ld not be 
Shorter, nor Its service more frequent than that of SPSF in 
Whose trains KCS' t r a f f i c would move. Sharing the market w"th 
KCS under this arrangement -ould provide no IncenUve for tn 

m wo%7r^4v^; : ^e""abJ^e t r i ^ ^ ' o ' ^ ^ " ^ - " I . - I ^ i n g ^ ^ r ^ ^ <5P<:P , 1 , . never oe ab le to Improve on whatever s e r v l ' ^ t 

een r a i : : d ' \ r ' n o ^ n e ^ d f ' ' - ' - ^ ^ - - to the IRMA .hav; 

compe tU ^ n ^ e t . h g L ^ f l c t e n t t o ' f a a? l ' ! ° ' = • p r o p o s a l . 111/ s ^ i i i ' - i e n t to f a t a l l y .i;ioermlne the e n t i r e 

C o r r l ^ o - ^ t r a f f l T n . o b l ^ ^ " ^ ' " ' t r . . . address Southern 
are tt^ack-^e r l ^ h ? ' ? » - H " " " ^ " " ^ r^squested by UP/MP. These 

•he 
r ' ^ t T t o ^ r ^ l V " ^ ^ - ^ would connect ^ C f t h ^ ^ L ' ^l^ac'lc^.e^ 
t r f c ^ L e , L h ^ , . ? ! " Southern C o r r i d o r r o u t i n g ^ Tt 

co^mon^^n ATSP a"n' ! p r ' w h l r ^ ' ° ' 1 7 ' " ' ^ 
Phoenix anc â ^ " e ^ x c l ^ f r ^ e i ; ' . J ^ r \ e ^ ° ^ iP^:?:. l / ' o ^ L ^ ? : 

_ .n joying A.oF-bPi C o m p e t i t i o n throuah the u^a i f Tna/- _ 
Because UP/MP's llr-.> t e r m ' r i n V =1 f - i • ramps. 

/ ir o i i r . . cerm.natl .ng a t t l Paso exte.nds eastward a 

ii£/ A fuller description of the 
Appendix F. - p e r i t l o n a Is found In 
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. n t l c o m p . ^ l ? ? « ^ r p r o b t l ^ ^ ° ? h . ' ^ o n « ? ? S : ? ^ • o n ^ : u ^ ^ ^ ^ '^^^'^ ou tn . rn . . r r l d o r . As a mmi^^ r Z . t . 1^ "ould cr .a te f o r f-.e 

oould expected to 'o^p^^e l g j r ^ s t v S l ' j T ' r ^ ^ ' " ' * " ^ 
•Bo.ig « U shippers. ag4 r . 83 lv . l y on rates and services 

S P S F . r s - r : n : : s r c o m ' ; . ' M : o f t n t o ' t h ' ' : " - " ^ l t l o . n a would I n a . r t 
estimates l t \ o u l d d ive r t a p D ? o x i « r L ? ! ' J o 7 ^ ^ up.'.iP 
t r i f l e a year from t h r L ^ ^ S d ' ^ r ^ ^ ^ i ^ l l / " i . " ^ " " - ' " ^ " ^ °^ 
.:.aule i t to connect t h . ^ ^ f t S m t r ^ r - T ^ ^ condi t ion- would 
l^-y Ar .a , Loa Ang.les. and Sl^SsoT j f l L ^ n f * 

u?̂ ŝ =̂ ĉfdnhfi'h-r-c::rir rr^ -̂ r̂̂r-̂ r̂idor, 
resul t could v^ry poas?blv n . .^ f*^K" ' °*2 iJ^" ^•^^•^ t r a f f i c . T h l . 
awarded DRGW In U p ' g " r o ? . " ' ^ I % r ^ ! . r . " ^ ^ L " ' ^ T * " " - - ' 
e x t r . « e l y unclear" from bni evS^nce however T . ' ^ * " ' ' " 

tzn̂  -it̂ :!:t':o:rc:̂ ?i:.̂ :a'--̂ r 
p r a c t i c a l i t y . >-oni .a.n.. .n t h . l r oon8.q..»nces ano 

, i n a i ! ' explored poaslbl. alternatives to UP/MP 

SriSTSjf-ji^j^j,?;' t:: 

as a competitive option to 3P<?P>, . ? r ^ , i l i . " effectiveness 

o p . r . t l o n , „ c,„t,,oU,. s i r , . i„ u ! „ J"' '''* 

.ppu.':;;r?';su°e';.'„e':io"jf.:.''."?„rr-:;;;„"%.'n°r'" 
a s i g n i f i c a n t portion of t h e i r m«i iT.,l S carrier over 

u:̂ :;:eL̂ ncr̂ -̂ -'̂ v̂ " ;o:̂m̂n̂ .̂:̂̂ 3̂̂ r̂-̂  
i t s presence, we are unprepared to impose conditions that modif;!' i i 2 / Howeve-, thi s would be more tnan o f f s e t by the $16b 6 
mTIllon In gross rtvinue represented by t r a f f i c s"sP wnui"^ 
from UP/MP. See t... a.^alysls of d I v e r ^ l o n ' ^ s f u d l e ' s ' L ^ i e n o ^ 
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tKX '̂̂ h^̂ °''p^̂ ^̂ :d î"̂ ^̂ "̂̂ ^̂ ^̂  f̂ '̂ ^̂ *̂"" "̂ ^̂  
th 3 transactlon^f°?he ̂  condlUoL^weie T"""" -̂̂ "summat. 
based much of their oppoaltior, on the ^ ^ ^ ^ J . an*! hav. 
compenaatlon would be set . r " , ? the aaaumptlon that jP's 
recognUe the Inhe.-ent dl^p^^a bet":e'enS\'L'/%"*'-;£^ 
unique altuations such ss th's wh^^ an3-fenant i r 
^level that enables ^ ^ ^ ' ^ ^ ^ ' ^ r T t - J T ^ r t t l ^ ^ / : ^ ^ ^ ^ 

6.neff?ŝ f̂̂ô"\'on"L\̂̂ d:?L̂'̂":,rwr:h*̂ r̂ '"r*""'̂  -"-̂  
ov.r IbS m i l l i o n m t r a f f i c d l v 2 r ^ f , ^ condi t ions . Including 
ov . r nSo m i l l i o n in e t f l c l . n c v 1 1 ^ ? ^ " " ' " " ' = ' '^^ alone.* 
revanu.8 from UP. and t r a f f i c d l v e r s i l n ' / ' " ' " * * ' ^ ' '" ' ' " tal 
o f . r r l e r s . .However, the Southern r i ? ^ revenues from other 
•U'ceaaitatlng condUlons to address L t ? ^ ^ ' '^"^ "̂ "̂ ^̂  
the m . rg . r . and we recognize t h r t ^ h ? ^ " ^ ? ' " ? ' " ' ^ ^ ' e f fec t s of 
applicants of absorbing b *h !>nrr^? ' ^ ' ^ ^ ' ^ burdens on 
- n d l t l o n , . and ra ta ln tn^ s?gn^t?u:,;t*^^n.'f 

- r r l?^r ' ' ? .n"^^t" 'Srs^?v:d"«*^« |^ t ' ! :n 'c%^?: in^^r i*" ' f 
cons.quenc.s and -icceptahUlty of th , - ' ' "^^ 
.^onsldered prevent ua from a^^ v L l V 
-1th any meaningful confidence ^.n ^ , comp'lex '^Vo^.^dlnf 

n e c . s a ^ % r t : ^ 1 : u ; e " o : p : t u l o r ' - -ould also 
merger wJre t o " e tpp^S^ld^^The •^^u^c^h.;!""'.'^ Corridor i f th i s 
-est of Ogden, n o r t ^ l n t o Oregon ^[^d s o u t h r i g h t s ' ' 
w.re proposed by DROW (see Aopendl^ '^^^ Oail.'"ornla tn*.: 
contro l f o r DRGW over Ogden cr*" L I I " ^ ^ ' ^ " c r e a t l n , 
points m Oregon and Ca l i fo rn i a -h^v ^^^^^^ dest ination 
providing rate and service ^o^nlM^^ ^ address the issue of 
Corridor, an area c- substan^Tar L , - ^ « " ^ ' - a l 
enabling DRCW to obtain t ^ ' ? ? i o \ . ? ° K " r " Proc^odlng. by 
SPSP's cooperation, thus maLta i r ' f T - - ? ! * * ^ '"'^'^"•^ ^" 
the route v iab le . Howeve?: t h l r i " L e - o i ^ ^ * " ' density to keep 
l.^po8ltlon of DRCW's propoUd r ' ! i t r o n s t h ! ^ ' " " " ^ ' ' ^ ' ' ' "^ ''^^"^ 
co.njunctl jn with Southern Corrlrt I - i • « P e c l a l l y in 
th l . , merger Imposslole « th i s tl .T^ef *^'P''°^al of 

The fo l lowing schematics I l l u s t r a t e the issues discussed. 

i i l / 3FSP-48, VS Schmidt at . 3 ; SFSP Reply Br. at 260. 
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E.XISTING ROUTEJ OF SPT. ATS?, \r> AND DRTJ 
WEST OF OGDEN AND NORTH OF LOS A.MGELES 

..Portland 

^ i^Rlanach Faila 

Bay Ar«a 

' SPT U? 
ATSr t»r)RGW 

To MO Riv.r 
GatMrays 

W.80 HV 

* i n M i i n i i M i 
Salt Lak. City 

'^^Bak.rsfi.id 

/ Barstow 
South.m Corridor to Fasc/South.aac 

Lc>8 Ang.l.s 
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POST ̂ ÊRGER ROUTES OF SPSF WITH UP ANP DRGW TRACKAGE RTPPT.: 
WEST OF OGDEN AND NORTH OF LOS ANGELEŜ  ^ 

South.m Corridor r.o Eaat/South.aac 

DRGT* 

Los Ans.l.s 
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F i r s t , we recognize the existence of le^a. Drobl*.m, 
concerning portions of the lines at issue 3P^ «nrt i p 

eastbound trains operate on the WP '-̂  Mn. ' t '̂̂ ^ 
operate over the SPT I'ne Un . ' '^^"'/"^ westbound tral.-s 

Commission has the author'tv to io on ""^tner the 
DRGW's trackage rights re'qu^st! Le°itS'pL"r'co""e'''"'"'^ 
At l a n t i c Coast Line R.R. 3.7 U.ST-ggB", 305-06 '^iSg^"' a^t see 

V- "nited States. P 2d . ' r r l ^ i ^ 
ec ding'±^n^%i^§n ' " t ^ T ̂ "^ " " ^ ^ P^"^^ rl^scn^for 

o r C e n t ^ a l ' c r r r L o r Jr^bJ^ms:''""'' ' ' ' ' ' ° complicate .-eaolutlon 

not s o l v r ' a l ^ ' o f t!!!r'\'^°" ^^"^"''^ --equested conditions would 
not solve aU ol the anticompetitive p r o f ems t.he mer^-r wouM 
create In the Central Corridor. DRCW see.cs purchase of 3 ^ Un., 
between Ogden and Rosevllie. CA. and Klam th'^plus! OR wUh 
^ . i J t ^ " T^^^'^r*'• ^^^ '^ ̂ y^tem west of he atte r -wo 
Un^Tr " " f i ' ^ ' ^ *"'P' trackage .-Ights In li e u of purchase 
wou d be'abU t o ' ^ i n v i H ' " " ' ^ * ' ? ' p r o p o s a l ! D"W 

u ! ' ° t^rovlde single-system service between much of 
the West Coast served now by SPT. espo-lally Oregon ?heBAv 
area, and the San Joaquin Valley on'the one hind? Ind L ^ ~ r 
t t n ^ r ^^'"^ °" "'̂  - " ' ^ l l cont nue to p-2vlde 
single-system service for those West Coa.it points tc whlc^ i t s 

V a l " y ' " * U re'c'X'd'ft''* ''"̂  the'san'joaqi n 
vai.ey I f I t received I t s requested trackage rights>. However 
having lost I t a lines east of Klamath P a l l t and Rosevllie SPSF 
" u d Se l u ^ r ?T<-' transcontinental connection a 'Sgd^n and 
would be eliminated frcm Central Corrldcr competition. Thus 
t r a f ic now enjoying corcpetition between UP and SPT-L=tGW rouiinff, 
" r u P rnd^DSry'^'/^r^ ° ' competition, but I t wou d he pro-Jded 
^rom .nH - consolidation, but t-af f ic 
.rom and to points served by 3PT but not oy UP would lose fh« 

'̂ RGŴ 'î '̂ h " r T ^̂ '̂ -̂  between DRGW and U 
JRGW as the Central Corridor "repUcerrenf competitor for SPT 
woild not be inclined to i n t e r l i n e at Ogden with UP for t r a f " c 

et::en'3P°r,:f iri?h°" connectto;'' oecween or-.-i.T and JP other than at Ogden (e.a. in Cs 1 1 r-,^r,i . \ 
would so short-.naul SPSF that i t --ould n o H i ' e i t e c t e d -c re ain 
i l r i : T . l \ ' ^ / l ' ' l ' t l ' " ^ """̂ '-''̂  ' " ^ ^ " ' ^ ^ movements. We h've onn! ^ . ^ l ' ' ^ "̂ ^̂  existing level of competition ea.. o'' Ogden must be maintained. i - i u n eaj. o. 

..„K,5^?"°'^ r"""" '^r*"''*'^ '̂•'̂  trackage rlfchts, r^^ther t.han a 
combination of purchase and trackage r i g h t s , the sit u a t i o n wou'd 
? r L np%"nr?p^'*"^ d i f f e r e n t . Central Corridor t r a f f c to o^ 
have UP and nRru'"T?" P°^"'' "^^^^ "°- =""Pete would have UP and DRGW options post-merger. Although SPSP; retalnln^-
3 t ? n ' L ' , M Rosevllie and Klamath'Paut"CSuld 

] l i ^ ^ , , 1 " * =''""«ct physically at Ogden with UP or DR3W 
neither UP nor DROW would wish to I n t e r l i n e t r a f f i c a r t h a - point 
because each could now handle thi s t r a f f i c completely on It's o^n 
t ^ V . ^ " ; Central Corridor t r a f f i c In California and Oregon 
which is not available to UP for o r i g i n a t i o n or termination'^ "fsp 
s?SR^, ?/" competit on with DRGW, which would be a tenanr;ver 
SPSP's lines from Oglen to the Bay Area, the San Joaquin Vauly 
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.f 

"ISln.Cd or t.^inStM b.?.,;„'i:".="'r'" t"mf 
•jrande, on the oth.,. Sacramento ard Oaden a< ^ 
California tr'ana^cS'^i;^:^?;/?:!^^,^-^!' Oregon anl^No^^th.:;" 
oetween those areas and Kansas cf^-^ ̂ " '^^'gle-Une aervlce 
increased, Rio Grande's TA I ^/rt""^- '"""^ traffic 
..nes would Proportionat^y Inora' ^t^P °f Its lanlio.-a'a 
would diminish due tr, i». i ̂ ""^reaae. Further, <JP'a tr»fri^\. 
exclualvely-aervel t.°afnc ?hft°' l n t . r l l n ; d t r a f f i c sp^"' 
and ORGW east of Ô d;* woulf be '^ub,!^^--' "l^P't^tion'tetwe'e^ ap 

UP'rwou?d ^•'•""S'^ Joaquin Va!lev ? ^ T . " ' ^ ^ ' ^ 
ur s would extend northward through - h ! ^ ^̂,'̂^ Bakersfleld, while 
San Joaquin Valley shippers won?^*^. Valley to -he Bay area 
r a i l carriers as oppoaL " the two '''' °P"°" -sing three 

t : n - f f i - ° o ^ r - - : : / - ? = t -0=^-

P ^ r ^ l n d ^ ! a ? l - ^ ; ^ - P - ^ F ^ « J : t ! S n p h - r a - ^ ^ 
the San Joaquin Valley s of s u ^ f i ^ i ^ r r * ^ " ? ' ^ " ^ terminating i r 
' ' m o e M r ' ^ " operation., of ?Lee v l r t u a ^ ^ T i i ^ ' economically t^ 
- ' -mpe t l to r j operatinc Dh^,,1^.TT side-by-slde 
Val ley . P Ph.vsically throughout the lengt.h , . f the 

c o n d l t l o h f t n ' u g h t % f " , r e c o n * " J ^"P^" « t , of 
5-lght place on t L ^ ^ e w i . i ' , : , ^ ^ ^ ' " , ^ , ^ , ^ " : ^ ' " . that together they 
In te res t simultaneously to c-eate ^ ^ r ' . t ' ^" the public 
t laoe I t under such pressures ^h^t ^ ? ^ ^ ' " " ^ r a l l roao â d̂ to 
ser iously compromised, ^ r o u . - h o ! - ^ M , ^ ^ ' " ^ - " s'^ccess are 
i n i l J ^ ^ ^ ' f V ^ ' ^ ' ' «^ch of these "s-ts J"""" '?^"* ' *FPll = ant3 I n d i v i d u a l l y , not to - le- t ion conoitions 

-*"°°" -"»•>"•'"' 'ore, «3/?;?ri;;;%̂ 7;ft;;;.''̂ r?:.*?};i 
Applicants s tafed at n . . . i . 

cont inuat ion of SPT's s o l i c l t a t ' r n T " * -^'-^Icl agree to 
condi t ion Of merger. This wou'd " e f ^ ^ ' n t wi th DRGW as a 
t h e i r best e f f o r t s to 301101^^^ require both par t ies to use 
Gateway, and :«a been presumabj r n'^' the Cgden 
recent l00,C00-plu3 annual car o'ad n t e r r h ' ' ^ ^ ^ ^ ^ ^ ' ^ - I ' l the 
arrangements between ca r r i e r s In I n h i s t o r y . However 

.o.:ou.„o„ ...-..„.„„, ;;S„\r;ri.'-,j;; ji;;i.j?/ir' 
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„r rh* arrar^ement. We have 5>erlou3 doubts 
^ h ^ t h t r T p s r ^ ^ r i d have ^ u f f ' i e n r i n c e n t l v e to do i t s necessary 
whether i f S f wcuia nartt-n And without such 
P . « ir. s o l i c i t i n g 5 ; " ; d , . ? s M d l . = o . r . 6 . « « 

purchase and/or trackage r igh t s approval. 

«e are thus ^-ed with a co^^^lnation o f ^ d i r f l = u ; . t ^ 

i n t e r r e l a t o d s " ^ * ^ l ^ " f • ^ ^ ^ f ^ ^ ' f the proposed merger in the severe antl-competltlve results of the pr p s<,„t.hern 
Central Corridor, t.ie San ' j.oposed conditions Corridor.a_^/ Second we have before us propo^^ ^^^^ 

which, When viewed n-^f^°^^^;^,ffP**ontinulng or creating others, 
anti-competitive Prob'ems. while contin ng unforeseen 
and rearranglng^trarfic patterns in -^^%j,/,„nditions. we 

coniequences. , - ? / " 3 ^ P f o ^ a i l the competitors and 
r i s k diluti:>g the t r a f f i c base for a l l tn have refused 
jeopardizing the success , f . ^ f , ^ ^ ^ ^ * * i n g in the p a s t . l i ^ / and w. 
to indulge in thi s sort ^f "^^^pfued to deny -EHTS merger 

r : ^ ^ " ^ ?hf l^s^n^Hr - ^ ^ ^ - ^ ^ ^ T V i t ^ T l : : ! ^ ' 

Ir^^^^^^^^^^ '''''' ' 
strong and eff e c t i v e competitor. 

The Midwest North-South Corridor 

Whll, we h.ve round that the merger -^l- ha-̂ e some^ ^^^^^^^ 

anticompetitive f r ^ the record, ê do not 
01 t h e i r extent cannot be '-'^term-neu application to be 
?a.-or ur .-necessary <=°f^^i°""'*^^',r;ing applicants to accept 
grahted, we would " - ^ f ^ i ^ ; " ^̂ '̂̂ ê ar^tl-cc,..pe?ltive consequences 
conditions here except where t h ^ ^ " ^ ^^..^^as have been proposed 
seem c .ear and s p e c i f i c . "''^^%he degree of harm found to 
that are not out of (proportion to the ae^ ^ prevent 
e x i s t . MKT's "l-i^^thlan/ward opur t.ackage^^^i^^ ^̂^̂ ^̂  ̂ ^^^^ 

the elimination °f ^ ^ ^ ^ ^ ^ P f ^ ^ ^ ^ ^ t t^on. and the ccndltions 
location to benefit f^ror. aucn comp aybtem. 
would oe no more t h a n ^ minot^ burden o ^^ existing access 
Similarly. ;«ttuirlng applica.nts tc r^_^^^^_^ ^^^^^^^ Approval 

t r : : n ^ ^ U ^ : t i ^ n " ^ o i ! d " h ve to be 3Ub,e^^^ 

^ - o ^ S ^ t h ^ L ^ ^ ^ n ^ i t i ^ n f ^ ^ i s ^ n i a i r ^ o ^ p U c a t i o n s . " 

of 

114/ ,nacceptabi l i ty thes. conditions .bvious^ 

I f t h ^ ^ ^ N - 3 " p ^ t ^ S ^ " o . ^ : t ^ t r v e " r o r e ) ^ t : i t 3 3 i b l ^ to remedy on the 

present record. 

115/ See 166 I .C.C. at 564-5. 

711/ we note that ,to the - t ^ n t the pr-.v io u s l . discusse^^ 

aHTpments ^ f " , - f . T o s'^orfomp^'ition. no conditions have 

'be^rpr^p s e d i r a t ' ^ u l . addre.s this problem. 
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.„uc.«s. n»«c„. co„ino. u .» ov...i..= 
. , .̂ PT's fi n a n c i a l condition so The applicants claim hat SPT s finan^^ ^ ,„,,tc 

m e r i t . 
P a l l i n g Firm Doctrine 

.he applicants argue ^ ^ J ^ l : ^ j : ^ t e T ^ 
- ^ ! ! ^ % o r ; t ^ l a ^ d l L d ^ : ; t t r . rupt SPT^ Th^ 
Commission to consider tbe " f a i l i n g " r doctrine 
basfs fo r granting ^PP^^^^ ,̂" n , f s ?^ inen t f a i l u r e >»ay serve as a 
provides that a ^^^P^ise anticompeti t ive ""^^ser. This 
oasis for approving °^^^g"e f feo t on competition 

-«??L"?o:;:^5'^r3^^ .^e^ ^^s^-irl 
f o r t t n ^ e t ^ t r e ^ . L r r v e n ^ i r r ^ p a r t y to s „ . . r g e r than^if _ i t 
TsllTelk -"-r /5 uT "al."' o r r i 9 n f r i u o t ^ ^ 
S ^ ^ r ^ i e r s . a9i'1o2 (1930). t ^ f , - f t̂ he%;o:>ii::!.;. -
^d;ctiTA?ha3 apparentl. never - used^by acquisition 
approve a merger, i t , / , t i o n 7 of the Clayton Act, that c 

;r5»,'of..u"|.; Txil î i uSf.rs"'... ;«3"rji°'"»"̂ " •» 
r f the acquired oomvany we.e so a^v ^. is t lnot 

" d ,» te r io ra t ing f i n a n c i a l 
117/ =5PSP also argues that Santa .̂ e is in - r a i l road 

i ^ ^ l ^ f o ^ t^d°wi l cease to be , viab .e^aa ^ une p la ine . - - l y 

Tn r h ^ L ' c t ^ c i m s ^ncfs is that J S P has^ ln l t la^ 

repurchase 50 m i l l on % [ % ; T / t i ^ ^ t e a to be "e*::^^ »^ road 

ant ic ipated by SFif-
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anticompetitive curohaaers can be found, the defense Is not 
available. See Pillsbury Co., 93 P.T.C. 966, 103? (1979) ("there 
muat have beeTTa'sood f a i t h e f f o r t to determine whet.her there 
were other purchasers available whose acquisition of the company 
would have resulted in less anticompetitive (Effects"). 

The primary test of the f a i l i n g firm doctrine Is whether In 
fact the oompary faces a clear proba b i l i t y of ous!nej3 f a i l u r e . 
Seeking approvil of thei r raeraer on these grounds, the applicants 
have forecast Impending doom for an independe.nt SPT. Indeed, 
SPSP's Chairman t e s t i f i e d in Jul-y 1985. t.nat S^ " i s in 
banKruptcy righ t now." Tr. at lb,425. In an e f f o r t o 
demonstrate how serious the s i t u a t i o n i.s. the apvllcants offered 
the -.estimony of: (1) the former president of SPr. now the 
ores'oent of SPSP (Krebs). that extensive capital and operational 
ImDrcvements by SPT have been without ."Inancial benefit; (2) the 
f " % e r president of 3PI. then vice chairman of SFSP (Cwart,). and 
a^senior SPT executive (.-̂ cPhee). that SPl w i l l soon run out of 
cash; and (3) an investment banker (Starma.-n). that absent merger 
SPT w i l l be forced into bankruptcy. 

However, thi s evidence appears to be d i r e c t l y contrary to 
t h e i r own statements only 18 mont.hs e a r l i e r . Testimony by SP. s 
Vice President and Treasurer f i l e d In the United .tates d i s t r i c t 
CoSrt for the D i s t r i c t of Columbia or December 8. .983. when the 
appiicanta were seeking merger of t h e i r holding companies, 
states : 

3PT, with i t s stock in t r u s t , w i l l te as i t is 
today, a s i g n i f i c a n t and fl.na.ncially v l a t l e business. 
SPT on i t s own. has an asset base and the fi n a n c i a l 
capacity to not merely survive, but to vigorously 
compete with other large western railroads and motor 
c a r r i e r s . 

t » » 

When i t s stock is placed into the Voting Trust, 
SPT w i l l oe in the strongest working capital and debt 
position I t nas been in during the last four years 

Based on SPT's current fi n a n c i a l condition and 
••he prospects for improved operating results, the 
contention that 3PT. with i t s stock in a Voting must, 
w i l l be unable "o maintain i t a operations »t a 
competitive level is wholly unfounded. 

A f f i d a v i t of David A. Smith at 3. 1" (D.D.C. C:v. Action No. 
83-3631 ). 

In the same proceeding. SPT's Chairman aid Chief Executive 
Off i c e r t e s t i f i e d t h i t 

SPT in good financial health. Even I f SPT were 
ultim a t e l y to emerge [ f - c i t the voting t r u s t ] as an 
1-idependent rail r o a d , SPT's fin a n c i a l position is 
s u f f i ' - l e n t l y stronf, that i t could continue I n d e f i n i t e l y 
as an Ind^iendent .-ompetitor. 

A f f i d a v i t of Denmar K. McNear at 16. 

F i n a l l y , Morgan Stanley & Co., SPT's -Inancial alvisor in 
the me-ger. stated tha' "SPT can be expected to be f-nancially 
vlIbTe ove^ the next s.-veral years." A f f i d a v i t of Joseph G. 
,f?ogg. I l l at 10. 

Now the applioan-s want SPT to be viewed as a f a i l i n g .firm. 
TV,., nhvloua a-aestion -S: 'Vĥ t v,appened to SPT to convert Us 
prospects as'an independent ,-.1 . road from financial v i a b i l i t y to 
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imminent bankruptcy in the 18 months between the time that the 
applicants sutmltted their testimony in Federal court and the 
time that tĥ .y submitted their testi.-nony in this proceeding? 

Our f'nancial analysis does not show substantial overall 
change in SPT's condition over the last 2-1/2 years. See 
Appendix G. This conclusion is confl.-.ned by applicants repoi-s 
to the Securities and Exchange Coramiaslon. outside the context of 
this case. Having given public assurances as to SPT's financial 
v i a b i l i t y aa an independent railroad in December 19«3, the 
applicants arguably incurred a correlative obligation. At the 
oo'rt thereafter that they seriously anticipated bankruptci by 
S?T'absent merger. SPT and SPSP were required to make a P;̂ "!!?, 
statement to that effect, i f not l.n an 3-K Report, then in a Q 
or 10-K Report f i l e d with the SLC.J^/ Instead. oPoP's and SPT s 
fil i n g s "'th the SEC do not .mentlor a.ny deterioration in SP. 3 
a b i l i t y to compete effectively for r a i l t r a f f i c , nor the 
allegation t.hat .?PT .-nay soon become unable to pay i t s obligations 
as they come due. 

Moreover, there is evidence in the r»cord that st^ps have 
been taken to upgrade SPT's perfo.mance. Ir. the past sev-r^i 
iears SPT's management has invested heavi.y and devoted 
substantial attention to improving SPT's p .ant and operations. 
According to SPT's former president (Krebs'. during tne pa.-lod 
1979 to 1983. SPT improved maintenance of coth trask and 
equipment, expanded i t s locomotive fleet, upgraded i t s tratk 
structure, reduced slow orders by 70 percent ln?rea3ed tra^n 
speed, reduced terminal time by 20 percent, doubled the mlle5 of 
t?acK surfaced, Increaaed by 60 percent the milea ot tracK relald 
with .new r a i l , anc increased the installation of cross-ties b> 40 
percent, among other things. Tr. at l5.61?-.>0 P;°̂ >̂ ctivUy 
also improved accord.'ng to important measures, incxucing --stlo of 
net ton-miles to ̂ ross ton-miles, reduced expense for crew wâ es 
per thousand t r a i l i n g gross miles, ar.d impro-.ed t r a i l i n g tons per 
gallon of fuel. Tr. at 15.623-24. Th.ese accomplishments 
Continued into 1984 "In al.most every area of operations and 
efficiency and productivity." Tr. at 15, 624-5- indeed, :«ir. 
Krebs concluded his cross-examination by statins,: 

What I ati the witness cn is whether or not in the last 
four or five ,ear3 the perfcrmance of the Southern ^ 
Pacific meaaured against Itself improved, and to that . 
can give you a clear yes. 

Tr. at l'^,640. And, SPT's Chairman and Chief Executive Officer 
t e s t i f i e d that he anticipated these inprover.ents would p.-oduce 
long-terra benefits to the company. Tr. at 603. 

In sun. we simply cannot reasonably conclude that SPT is a 
"fail'ng f'rm" as that doctrine haa been applied by the courts. 
Indeed, the f a i l i n g firm doctrine haa not saved the merger^f 
companies demonstrated to be in far worse shape than SP-. 

118/ generally Form 8-K. Item 5 (requiring reporting of 
eventl^o^Tf?l?ttnce to security holderr"). and SEC Regulation 
I T , Iter 303: applicable to For^s 10-K ..nd 10-Q management muse 
discuss 'any material changes in finan>,.al condition 

119/ Sef. e.g. . 'Cnited States v. Gr-iater Buffalo Press, Inc., 402 
TT^ rg?'(•TQTT) •• Citizen -^u'bTishing Co. v. United States, 39^, 
us ! n i (1969); r r t r r ^ ^ ^ t ^ t ^ r r r h - T i i a o Natural 3as (Jo.. 37o 
u".s'. 651 a96«). 
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Although the applicants c i t e several ca.-ies wnere the doctrine 
saved the merger, the companies involved had far greater 
f i n a n c i a l d i f f i c u l t i e s than .?PT. In United States v. M.P.W., 
Inc 397 P. Supp. 78 (D. Colo. 1975). the f a i l i n g company was 
il?r?ts3ly found to be "faced with Inevitable business f a i l u r e . " 
Id at 101. The company was accumulating losses "at an alarming 
T i t e and magnitude;" the r a t i o of i t s net worth to t o t a l debt was 
areclpitously low and d e o l i n i n s ; i t s only commercial lender was 
threatening both a c u t - o f f of c r e d i t and foreclosure; c e r t a i n 
p r i n c i p a l s of the business were forced tc incur personal 
l i a b i l i t y on corporate debts; and operating expenses^could be met 
only by improper manipulation of company accounts, i d . 

In Granader v. Public Bank. 28l F. Supp. 120 (E.D. .-^ich. 
1967) I T P ^ — ^ l ' ' ?."2d '5 1(3tn Clr. 1969), the f a i l i n g company 
vaa found" to oe "on the t r i n k of bankruptcy with no chance of 
r e h a b i l i t a t i o n . " 281 P. C->pp. at 123- And In "gited States v. 
M^.vlAnd ai^d V i r g i n i a Milk f •-od_u_cersA33_:n. 167 -"̂ upp. 799 
TTTV, i^^HL k f f ' d '.TTiTrt and r-eVd in part. 362 U.S. 458 
19601. the court found that the two acquired companies /'were 

hop e l e i a l i In-tolvent and were deeply in debt." 167 P 3upp. at 
808. r.'ons of those cases describes the f i n a n c i a l condition of 
SPT*. 

Moreover, the applicants have not shown that the doctrine la 
appllcabteunder the ether tests outlined i n Citizens Publishina. 
sucra. Tl:e applicants have not asser'-ed t.hat there -"as a 
l ^ f a i t h e f f o r t made oy SPT to f l n ^ a leas anticompetitive 
'erger partr.er or purchaser, nor was any e/ldencc ^-^sented that 
3?T would ha-/e no prospect of successful reorganization shouid i t 
become insolvent. 

The Weakened Competitor Defense 

The applicants also argue that market-rhare evidence- should 
be ^iven l i t t l e weight in assessing the anticompetitive e f f e c t of 
. ' 4 r merger because SPT is f i n a n c i a l l y weak. Their argument is 
^asid on the claim t.hat another " p r i n c i p l e of a n t i t r u s t law i s 
-hat ^h• poor f i n a n c i a l health of a company may s i g n i f i c a n t l y 
Umlnlsh t h ^ r e l i a b i l i t y of i t s present ---X«t.^^^f/^^^' \ h l T ' " " " 
of I t s rarket power," SPSP Opening Brief at 48. Under this 
'heory. as a r t l c u l l t e d b, t.he applicants, the f i n a n c i a l -eakneas 
of a m i r i n g firm may prevent a threshold determination the a 
merger will^;d™e conpeuition. However, the decisions ci t e d by 
SFSP do not support t h e i r case. 

In United States v. General D.vnamlcs Cgrp^, 415/1.3. 486 
(197"). '•Se purported genesis of t.his doc'.;rine, the 3û ,reme Court 
held tAat available coal reserves - rather than past proauction 
.ô .»ri<.,.rf.d >-1 market share -- were a better indicator of future 
omcet^riveneis in the coal market. The Court affirmed that the 

acqutsit T o r a company whose entl:.: reserves of coal had been 
pre-to-usly committed to certain purchasers, had ^ ^ f ^ v e r s e e f f e c t 
oa comoetltion. I ^ . at 502. That holding had nothing to do with 
^InanclIrweakAess- the acquired f i r m ir. General Dynamics was 
^ I g h L p r o m a b l e " I d , at 503. The Court e x p l i c i t l y stated 
that t'he'Dlstrict Courtis .holding was n°t " i d e n t i c a l -1 h or even 
analogous to a f i n d i n g that the acquired f l r ^ was a f a i l i n g 
company . . . ." I d . at 507-03. 

1 nwlna General Dynamics, in United States v. I n t ' I 
Harves?;' Go"! f f ^ ? L fb? (/th Clr. 1977 5 . thW SeveFrEhTlrcuit 
iopeared to' "create a " f i n a n c i a l weakness" defense, but 
subsequently rejected any such i n t e r p r e t a t i o n : 
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I t should be emphasized that l£ternaslonal Harvester 
doea not rely solely on the acquired firm's weak 
financial condition aa a def,?nse to §7. Th.» case 
instead considers the fira's weak condition as one 
relevant economic factor among .nany. I t is therefore a 
Biscliaractertzation to /lew International Ha.rvester as 
adopting a weakened company doctrl.-,e aa a f.er se 
defense to §7 l i a b i l i t y . 

Kaiser Alualnum 4 Chem. Corp. v. FTC. 652 P.2d UZ'*. 1339 (7th 
6ir. 19B1). 

Neither these nor the other cases cited by apt'icants 
support their assertion that "many courts have relied :'n general 
Dynamics to holl that the weak financial condition ot one or both 
0? the merging companies rebuts the inference, based on market 
sha.-e data, that the merger w i l l be anticompetitive. SFSP 
Opening Brief at 50-51. Rather, the cases stand . sr .he 
proposition that future competitive significance =ay depend on 
future a b i l i t y to obtain needed competitive toois and f o r t . . . 
procositlcn that fl.nancial --eakness may make a merjer of less 
competitive concern when the market is already corapetit.ve and 
moving a./ay from concentration.if£/ Neither of these 
propositions Is applicable to tfie^facts of this case. 

Revenue Adequacy 

Fl'ially. the applicants a.-gue t.hat because SPT and Santa Pe 
are revenue inadequate, they must obtain the abi l i t y , t o increase 
more of their rates above long--un marginal coats.— 

It is true that the Coramisslon has found SPT and Santa Fe.. 
like & i l other major railroads, to be revenue 'inadequate. But 
that in no way provides a Justification for approving the 
Merger" To accept SFSP's argument would turn the Staggers Act on 
Tts^heid. That Act reflects Congress' well-founded cor^clualon 
that earlier regulation had systematically deprivei r a i l carriers 
of adequate .--̂ venues and that the r a i l industry should be 
iQverned instea-i by market forces to the maximum e-«tent 
feasible. Con̂ .̂ ess thus limited the Commission's a b i l i t y to 
regu a e ratest oeUevlr.g that in the long run. competition would 
allow carriers to earn an adequate rate of ̂ "urn. The Staggers 
Act is thus premised on the encouragement of corapet it..on. i t 13 
not an excuse for the elimination of competition.—/ 

Conclualon 

In summary, we cannot j u s t i f y overriding the confessed 
• rt-iromcetitlve effects o! this merge"- in the absence of 
Semon^t^aSiy ^ff^ccive mitigating -'^^itions by conclud ngtna^ 
SPT 13 a " f a l l i n g firm." At the same time, we have nc illusions 

120/ See. e.g.. United States v. ̂ -r^rinda Investment Corp.. 477 
ir-Su??: 1̂ *17 irnrTTTDTTia. igT r r i c l t l . n g international. 
Harvester for proposition that acquisition did not violate 
Section 7 of Clayton Act waen acquired firm was financially weak. 
Industry was vigorously competitive, and Industry waa i,ovlng away 
from concentration). 

121/ SPSP Openl.ng Brief at 94. 

122/ This conclusion is supported by the fact that the only t̂»4r..rL=f.'"«Jc"..s:5r„is;;:!j:.sjrj;ifi,fcS«i..io» 
- 105 -



Finance Docket .No. 30400, et a l . 

of 

r h . t SPT -s a Qai?i"- i l r a i l r o a d , and has been f o r seme years. 
WhUe f m e - A Si^^t assist SPT. t h i s ^e rg . r . aa propoa.d. i s 
mconsis te .t with the public in ; f t r fc3- . 

We are not. however, ...utt..hs the door on t.he p o s s i b i l i t y 
an eventual "outnem Pac . i i t and 2ant%Pe merger^ But aa -he 
r^™m<.qi',n wnpned -^vei f l - J years ago in i t s Merger r o i i c y 
S ^te^m^nt? p t r a t ^ e l Mergers l e not ^ - - ' ^ ^ ^ ^ ^ ^ ^ 

lega l argument. 

DIVESTITURE 

'he stock of SPT is current ly held in a vot ing t r u a t . T^la 

while the merger proceeding -aa pend ing . i i ^ / .-lowevir, the votJ. g 
trus? mechanlfn i l a tem,.or.-y one. As ^ ^ ' ^ ' ' r ; / " 7^-^059 
T.«n^norc A s 3 n . " P e t i - l o , L ^ : i i a c l - i r a t o r y Order. ^67 I . C . ^ . o59, 

758 (l983).li!7 
an independent /oting t n a t of the type entered 
into here '.s merely a temporary devlo. designed 
to avoid a technical violatJor. of the law in 
the context -f a corporata acqulsl-lon. I t is 
not. and cannot, be a device for holding 'tocK 
on a permanent basis. 

With our denial of the SPSP application to acquire SPT. stepa 
l u l r I I tl^en to ensure the orderly dl-/«stlture of eUher SPT or 
ATSP so tha t.he control provlalons of the Interstate Ccmmerc. 
Act are not violated. 

The Vo-nK Trust Agreement. 17(c), stipulates that upon 
^ . n i J of the^^rg-r, SPSP "shall u.e Us best efforts to sell or 
denial of tne .-lerg-r, - ^ , t Stock to one or 
^^?e = ; i gibi u ='5^:e;r"or.h:r!!« dispose of tne Trust Sto^k 
^^^nrtpff a oeriod of twc 79--'i hfter svoh order i.comes f i n a l , i ^ / 
^ ^ I r'!J^, 'r-ne voMna"' .at, how.v.r, do not override our 
Trie terns or ..ne vrji.i.ijj, ov, . «».,,,_,, <;vT i-,, SPSP 

i n ^ ' t ^ u s t . we spekflcally '""̂ ''-̂ '̂•'̂ '̂  ^ ^ ^ ^ f ' e - nd 
terma of the trust to ensure i t s comp ance with the stat.i.e .nd 
to protect the public interest. 

123/ .<5ee supra. 
- - / ' 1 ^ ^ ». . ^ . IT 

12V A f f d sub nom. W^ter Transport Ass'r^ v. ICC, 715 '-'.Sd 531 
nrc.-TrFT T ^ 3 T r c e r | T - p n l e d , \ ^ y 3 . (1980- ^ 
also r i ^n t r a l of GeoTTn ??7rT3• T S r t r o l , 312 I . C . C .25. 1-2 

125/ -he Voting Trus t . 17(o), defines " e l l g l b l . purchaser" aa a 
u S s o ; or e r . u f y t h a t ' l s not a f f i l i a t e d with SPCJ, SPSF. or Santa 
?e"nd Which nai sucn regulatory author i ty as ray be required to 
purcha.3e the Trust Stock. 
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We are concerr^ed cnat the ̂ I'/^f^^^^l^^^^.^^'^f^"the'market and 
accomplished To this 
In a manner wholly consis-enc wiyi , j. 
end. we w i l l not require ^'-^'^^P^tous iiaposal of t j } ^ ^ ^ ^ 
stock."26/ or the f i l i n g of reports wi-h J^^J^Pt,, the 
otherwTi¥ co n f i d e n t i a l «f ̂ ^ ^ ^ ^ ^ l ^ ' i ^ h ^ ' i t r ^ d e r the Interstate 
terms of the voting t r u s t »"^^r^p*^'^°'?5?e^. i n i t i a l re,ort 
Commerce Act, we therefore orde^oFOr to decision, 
with us three months from the date of s e . „ a n n e -
followed by quarterly '•«P°'-t« thereafter descrio g ^^^^^ 
in which I t proposes to fP';^°f ̂ ^.^^ ̂ ^^on of a l l assets to be 
assets. SPSF should include *.f«^=^:P?^°"d operating condition 
dlvest.d, and a report on he ̂  " ^ ^ = ^ - ^ * ^ ^ , r t r a n , f l r of ass^.s 
of SPT, including the details o. any P °P ^^^^ di r e c t l y or 
l-rom SFT and " ^ ' ^ ' ' ^ ^ f ^ p ^ ' ^ ^ ^ e h transfers which may h.v.-
Indirec-.lv by SFSP, and of ar̂ y sue u n t i l d i v e s t i t u r e 

J f - c ^ ; p n s ^ l d ! % ^ S P p ^ . ano l s^ U^r ^s _wlth^coples 

i*^fii:^:^th^??.e"se^iriiferind°E^chLSe Commission. 

-we believe i t is Imperative t ^ ^ t .PT's f i n a n c i a l condition 

at tne time / i - ^ ^ ^ ^ J ^ - . ^ ^ ^ 1,/o":mb:r'r98l when the voting 
to i t s bei.hg Placeo i n t r u s t . i . ^ ^^^^^ ^^^^^ 
tru.-»t was proposed, i t "^^ ^^ate while held In t r u s t , 
sggressive competitor »"\-°̂ '̂̂ „f,;*̂ ;°itifflate concerns, and 
As we acknowledged then, those were .egltiaa ^̂ ^̂  
contributed to =.r '•^^"^t'irxe to p e r r l , eatac ^^^^^ 
voting t r u s t . Thus. a., ' ^ ' ^ " " f ; u o w l ^ the voting t r u s t , 
desist order we had issued eari.c; ^nd allowing chairman 
w,, sought and obtained a "'"^tter commitn.c. ̂ ^rom SF ^^^^ 

that, during the e ^ ' ^ ^ t f c ^ 'e%ecess;ry to maintain SPT a. <-
f i n a n c i a l assistance »»/^f^^, .^al^y " a b l e enterprise." This 
Tuafartre rh:C!^d"prot:ft ̂ ^ p u 1; interest now and ̂ until a 
found d i v e e t i t u r e can be accompllsl.ed. 

TO .rovide additional assurance of - - t t n g ^ a ^ r i c c o u n t i n g 
we are expressly ^"bjecting SP.P to the re, s ^ t ^ . j t i e 49 of the 
provisions of subchapter I I I / , chapter i i ^ 
united States Code . See L o u i 8 V j ^ ^ e _ | ^ J ^ f ^ ^ ^ . • .| °^ ^ 
R.R. Co. Merge.;. 290 ̂  • ' •• • f ̂  Bresw.ck y C o T r ^ i 

rr<-n^ ivpmr p;L^>ô J5ntrâ 3̂ ^̂  

0. H.R_Co.. 338 T^^^TIJ^^tate- 3 i ^ P . ^ ^ - " ^ ^ ^ ^ - ^ ^ ^ ^ ^ 

i n t e r e s t . 

SPSP Should e.ert i t s '>"t eft-ort3 to effect a^prompt-^^^ 

prudent d i v e s t i t u r e . However f ^ ^ J ^ e n t ) does not override 

rh:"pu^ric^irt:f-ert.^^sFrp^a^ ^^^^^^^^'I'^s 
^ ^ ^ ^ ^ " " ^ ^ ^ ^ " ^ ^ ^ ^ " l i a r r o r i m p ^ s e S t ^ r S i s s i o n coinmittirg SFSP to s e l l ^^P-T, •°t ^ P^^,,,^ discussion of 

w e l l . 
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accomplished 3o..;er rather than l a t e r . SPSP's guarantee cf SPT's 
financial and c rapetltive vigor thould protect the public 
Interest In the meantime. 

EN-'IFON'MENT, LABOR. AND ESSENTIAL SERVICES 

Several artles to this proceeding have tilieged that the 
?;^^n^^fn =°"%\l'^*tion would have adverse environmental impacts. 
Accordingly, they requested specific conditions to ar-ellorate the 
alleged nega-. e Impacts. Similarly, several lat.r unions 
including th. BLE. PLEA, and IBT .have requested specinc 
?mn^rt'i^"%'^ protect their members from alleged negative labor 
Sue,'?s ar.''oot.'^ "'"^ '""^ '"''^'^ • 

. ^n . r^ l t ^^^'^/^-^^iated to consider whether the proposed 
consoldatljn would harm "essential service's " 49 CPR 
l l 8 0 . 1 ( c ) ' 2 ) ( l l } . A service is essential i f there is s u f l - l e n t 
ava a b l ! ' ^ ' \ ' ' " ^ ' ^ ' i t f ' ' ^ i t e r n a t l v e transportation 1 h!t 
h l ^ i " f control at 546. None of the responsive applicants 
t n l r '^"^ essential services tould be harmed, 
of ™ ?Mnn^'"^n"^"'' focusing on the red-uctlor or elimination 
of compe.ltlon. Our denial of this -nerger on .'omDetitive aro..nrt.s 
makes further discussion of this issue unnecessary 

FINDINGS 

We fi n d that the control of Southern Pacific Transportation 
.ompan; by Santa Fe Southern Pacific Corporation and the proposed 
merger of .^o-othern Pacific Tra-sportation Company a.-id the 
Atchison. Topeka and Santa Fe Railway Company have not been shown 
to be consistent with the public interest under 49 U.S.C. K343. 

«'e further find that the 01 l e r l y d i v e s t i t u r e of SPT or ATSP 
by SPSP requires our continuing J u - l s d l c t l o n , that the 
divesti t u r e should be accomplished »'th the least possible 
..Isruptlon of the market and in a manrer consistent with the 
voting t r u s t , and that SPSP must provia« s u f f i c i e n t f i n a n c i a l 
resources to SPT so that at the moment o." div e s t i t u r e SPT is in a 
inancial condition equal to I t s f i n a n c i a l condition p r i o r to the 

formation of SFSP and the placement of SFT'i stock in the voting 
t r u s t . SPSP, s:-" and the Trustee should purs'ie the d i v e s t i t u r e 
.n a d i l i g e n t ano orderly .manner And f i n a l l y , we fi n d that Ŝ SP 
,iust be subject to the reporting requirements of Subchapter I I I 
01 Chap;er .11. o." T i t l e «9 of the United States .ode u n t i l such 
time a.s di v e s t i t u r e Is accomplished to ensure .v,.-r; • u 
div e s t i t u r e . 

I t .3 ordered: 

1. The primary, ^1 I related applications, and a l l 
responsive application;, are denieo. 

2. Applicants arc Immediately to pursr.e the orderly 
d i v e s t i t u r e of SPT or ATSF from SFSP. 

3. Apriicants shall f i l e , within 90 days from the service 
date of this decision, a plan of d l v ' s t l t j r e that Includes the 
proposed approach to d i v e s t i t u r e , a a - - r i p t i o n of a l l assets to 
be divested, and a report on the f i n a n c i a l and operating 
condition of the SPT, including details of any proposed transfer 
of assets from SPT and i t s subsldiariee to other e n t i t i e s owned 
d i r e c t l y or I n d i r e c t l y by SPSP and of any such transfers which 
may have taken place since Jeoember 23, 1983. They shall also 
furnish us with a l l such reports aa they i-nay f i l e with the 
Securities and Exchange Commissior;. 
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-eports with th. Conunlsalon. 

provlalona of Subcnap̂ êr m , 
United Statea Code. 

, Jurisdiction is retained to make such further order or 
orders'a. may be necessary or appropriate. 

6. ,,-3 order shall be effective 30 days from the date 

service. 
By the Commission. Chairman Gradison, Vice Chairman 

<>^mmi««loners s t e r r e t t , Andre and Lamboiey. 
Simmons, Commissioners ^^*^ '̂-'z^ ' . . separate 
commissioner Lamboley ,';'̂ ^̂ „ted Stth a 
expression. Chairman Gr.Kiison dissented witn a 
separate expression. 

Noreta R. KcGee 
Secretary 

C0My:3oI0NEH LAMBOLEY. .^^mmenting: 

Because of our denial of the propoae'l merger we have 

found i t unnecessary to review environmental issues. However, 

our treatment of such issuea should n.t be read to suggest that 

procedural and substantive questions i.ere not present in t h i s 

proceed ing. 
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CHAIRMAN GRADISON, _cj I s s e n t l n g : 

The Ccn-ailsslon should have approved the a p p l i c a t i o n Co merge 

the Santa Fe and Southern P a c i f i c r a i l o p e rations. As proposed, 

the merger would have provided s u b s t a n t i a l p u b l i c b e n e f i t s , 

savings f o r the a p p l i c a n t s and improved service to shippers. The 

feared adverse consequences have been exaggerated. 

The proposed merger was and i s one of great p o s s i b i l i t i e s . 

Tbe Comrnisslon i s faceJ w i t h the op p o r t u n i t y to permit a large 

scale p r i v a t e sector s o l u t i o n to tbe problems presented by the 

existence of a large western r a i l r o a d i r f i n a n c i a l d i f f i c u l t y . A 

combination of the Sante Fe and Southern P a c i f i c Is projected to 

pro-,lde a b a l f b i l l i o n d o l l a r one-tlne savings i n c a p i t a l expen­

d i t u r e s and approximately $200 m i l l i o n i n savings annually, 

-hese savings are a n t i c i p a t e d through e f f i c i e n c y gains provided 

by t r a f f i c r e r o u t i n g and o p e r a t i o n a l c o o r d i n a t i o n s . r.ot through 

abandonment of anv s u b s t a n t i a l amount of r a i l trackage. Savings 

on t h i s scale should not be viewed l i g h t l y , e s p e c i a l l y when cost 

savings are so important to a r a i l r o a d ' s a b i l i t y to provide good, 

r e l i a b l e s e r v i c e to i t s shippers, to earn a p r o f i t , and to remain 

m business. Moreover, tbe a n t i c i p a t e d savings do not p r o j e c t 

e i t h e r a r e d u c t i o n i n service to shippers or an increase i n the 

rate s charged to shippers. Through the cost savings and Improved 

service- made pos s i b l e though combined, coordinated o p e r a t i o n s , 

the Santa Fe Southern p a c i f i c would b e t t e r be able to compete 

«,th tbe h i g h l y c o m p e t i t i v e motor c a r r i e r i n d u s t r y and w i t h the 

g e n e r a l l y strong other western r a i l r o a d s . 
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weighed . s . l " S t t h . r e . l .nd s l g . l f i c . . . . . . I n g . .nd 

b e n e f i t s of t.e ..r«.r . the p o t e n t l . l disadvantage, . t . . l U ^ t . 

Th. .ost . I g n l f l c n t perc.l.ed n.g.t.ve con,e,n.nc.. focn, on the 

eonc.tn f . r c o m p e t i t i o n . The ^ . J o r l t y , while r e , o g n l . l n g t h . 

b e n e f i t , of the .erg e r . wo>.ld nonetheless concUd,- t h . t t h . 

.„.Uo»p.tlt.vo . . p e c t , ootwelgh those b e n e f i t s . The evidence, 

hov-.v.t. does not support t h i s c onclusion. In f a c t . t h e r . 1. 

r e l . t l v e . v U t t l e t r a f f i c t h a t -ould he c o . p e t t t I v e - , h.r.ed as . 

r e s u l t of the . . r . e r . «h.tev,r the . p e c l f l c c . l c u l a t l o n In t e r . s 

of t r a f f i c , 1 f l r d I t I n c r e d i b l e that concern f o r t h l . possible 

har« -as of .uch ...gnltude that I t - l U p t o h l b l t t h . r . . U . 3 t l o n 

ef Che very r e a l b e n e f i t , of the .erger. 1 cannot help but 

conclude tha. even >• competitive bar. .ere perceived. I t could 

have been resolved through l . p o s l t l o n of a p p r o p r l . t e . s p e c i f i c 

c o n d i t i o n s designed t , remedy t h . problems but to per.U t h . 

r e a l i s a t i o n of tbe . . r g . r b . r e f l t . to the c a r r i e r s , the shipper. 

and the p u b l i c . 

T.^re are a number of areas where I believe tbe m a j o r i t y 

. yor one I believe that effective truck competition 
went wrong. ror one. i 

f f While I t may be tr u e that the vast 
was too q u i c k l y w r i t t e n o f f . While m y 

u v.™ents are less than 1000 miles i n l e n g t h , 
m a j o r i t y of t r u c k movements are 

..w n Table I . I am confident that the same 
as shown In Appendix D. Table i , 

.o„ld b. sbo.n for r a i l .ovem.nts, a f a c t which doe. not show 

r a n competition to be I n e . l o c t l v e f o r distances In excess of 

; ; ; . l l . s . ,„ , v . n t , . o t o r c m e r c o . p . t l t l o n (whUh 
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i s c l e a r l y not a lact'-r t ^ r every mc-/ement of every commodity) 

should not have be.n ^ e t e l y excluded from the pr o d t c t market 

d e f i n i t i o n . 

A second area concerns s p e c i f i c adverse impacts. What are 

the serious adverse co m p e t i t i v e e f f e c t s that have convinced a 

m a j o r i t y of the Commission to conclude that tne proposed merger 

should be denied? Yoa have to bunt to f i n d them. 

T'.ie Department of J u s t i c e p r e d i c t e d the most serious adverse 

compe t i t i v e e f f e c t s , s t a t i n g : "At a minimum, f.2 m i l l i o n tons of 

f r e i g h t , which t r a n s l a t e roughly to 2A0 m i l l i o n d o l l a r s i n 

revenues, would be adversely a f f e c t e d . " DOJ-12 at 4. This Is 

approximately three percent of appll'^ants' t o t a l t r a f f i c base f o r 

tbe study :ear. The m a j o r i t y s t a t e s : "The proposed merger I s 

being deni-d because, (s p r e s e n t l y s t r u c t u r e d , the tr a n s a c t i o n ' s 

a n t i c o m p e t i t i v e e f f e c t s outweigh i t s p o t e n t i a l p u b l i c b e n e f i t s . * 

I t i s d i f f i c u l t to understand what a n t i c i p a t e d barms, whether 

through r f e increases or anything e l s e , might be i n f l i c t e d on 

such l i m l e d t r a f f i c to outweigh the b e n e f i t s i n excess of a 

b i l l i o n d o l l a r s which would accrue w i t h i n the f i r s t three years 

of the proposed merger. 

In a n a l y t l n g the re d u c t i o n I n comp e t i t i o n , the m a j o r i t y has 

not I d c n t i f i e c how many new shippers would be subject to loss of 

com p e t l t i . i n . Further, the m a j o r i t y does \ot t l n d any a d d i t i o n a l 

harm i n having SPSF supplant e x i s t i n g slngJe c a r r i e r service by 

e i t h e r SPT or ATSF. The m a j o r i t y has i d e n t i f i e d two points In 

New Mexico, 10 points i n Texas, one p o i n t , Phoenix, i n Arizona, 
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and 19 p o i n t s I n C a l l o r n l a . where the number of r a i l c o m p e t i t o r s 

w i l l be reduced t o one, t h e r e b y c r e a t i n g a new "monopoly" as a 

r e s u l t of the proposed merger. But the m a j o r i t y ooes not i d e n t i f y 

i n d i v i d u a l s h i p p e r s or r e c e i v e r s t o q u a n t i f y the e f f e c t a re d u c ­

t i o n m c o m p e t i t i o n would have. By c o n t r a s t . ?30 s h i p p e r s , 

t h r o u g h o u t t h e a f f e c t e d r e g i o n s , f i l e d i n d i v i d u a l v e r i f i e d s t a t e ­

ments I n s u p p o r t of the merger. Hundreds of a d d i t i o n a l s h i p p e r s 

s u p p o r t i n g r e s p o n s i v e a p p l i c a t i o n s a l s o s u p p o r t e d the merger 

s u b j e c t t o c o n d i t i o n s . 

What adverse e f f e c t on t h e p u b l i c i n t e r e s t i s caused by a 

r e d u c t i o n i n the number of c a r r i e r s a t these p o i n t s ? Because 

almost h a l f of a merged system', t r a f f i c base would be TOFC/COFC 

t r a f f i c and because t h i s t r a f f i c most a f f e c t s s m a l l or i n f r e q u e n t 

users of t h e r a i l system, what p r a c t i c a l harm can be I d e n t i f i e d 

f o r TOFC/COFC t r a f f i c at these p o i n t s ? 

The two p o i n t s i n New Mexico are l i m i t e d i n t e r c h a n g e p o i n t s 

between a p p l i c a n t s . v^ughn has a p o p u l a t i - n of a p p r o x i m a t e l y R70 

people and Deming has a p o p u l a t i o n of 83A3. Vaughn I s a p p r o x i ­

m a t e l y 225 highway m i l e s and Deming i s a p p r o x i m a t e l y 100 m i l e s by 

the i n t e r s t a t e highway system from UP's El Paso TOFC f a c i l i t y . 

W h i l e Vaughn i s j u s t over 105 m i l e s from ATSK's TOFC f a c i l i t y a t 

Bel e n . SPT's c l o s e s t TOFC f a c i l i t y I s at Fl Paso. Because El Paso 

w i n c o n t i n u e t o have two competing TOFC f a c i l i t i e s , t h e r e i s no 

r e d u c t i o n I n TOFC c o m p e t i t i o n i n New Mexico. 

The t e n p o i n t s i n Texas range i n p o p u l a t i o n from 

a p p r o x i m a t e l y 940 at Newgulf t o over 36.000 (1979 e s t . ) a t 

Wharton. Wharton i s a p p r o x i m a t e l y 55 m i l e s f r o . UP's TOFC 
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. u «tnn A l p i n e ( p o p u l a t i o n a p p r o x i m a t e l y 6000) I s 
f a c i l i t y a t Houston. A i p m c vp i 

about 200 m i l t . fro„ .1 Paso, t h e c l o s e s t TOFC f a c l U t l . . , where 

„o r e d u c t i o n I n c o m p e t i t i o n w i l l o c c u r . None of these p o i n t s 

appears t o s u f . e r , r e d u c t i o n I n the number of a v a i l a b l e and 

u s a b l e TOFC f a c i l i t i e s . 

Phoenix does e x p e r i e n c e a d i r e c t l o s s I n a v a i l a b l e 

c o m p e t i t i v e TOFC o p t i o n s because both SPT and ATSF have f a c i l i t i e s 

I J Vi» l e f t w i t h o u t c o m p e t i t i v e 
t h e r e . However, Phoenix would not be . e f t w i t 

Torc s e r v i c e which w,uld remain a v a i l a b l e t b r o u . h «P g a t h e r i n g 

o p e r a t i o n s . P h o e n l . 1 . a p p r o x i m a t e l y m l l . s .torn UP-s TOKC 

e . c l U t y at ...s Vegas and .00 m i l e s from UP-s TOPC f a c i l i t y at E, 

P.so. T,.es. a r . d i s t a n c e s t h a t a r . s t i l l - I t h l n even the . a j o r -

, r y . s f i n d i n g s e f f e c t i v e motor c o m p e t i t i o n . W h ile t h i s 1. t h e 

f areas a f f e c t e d , tbe t r a n s p o r t a 
^ o s t i s o l a t e d p o i n t of any of the a r e a . 

of the c i t y of Phoenix c o u l d be s u b s t a n t i a l l y met by 
t l o n needs ot tne c i i - y 

TOFC s e r v i c e , or motor c a r r i e r s e r v i c e . 

. . .na S t a t e L e g i s l a t u r e requested by l e t t e r t h a t t h e 
The A r i z o n a btace L'-J,'-

m e c e r be approved. The, found t h a t X r l r o n . would be b e t t e r 

. . r v e d by one f l n a n c l a U y s t r o n g e a r l i e r than b, the p r e s e r v a t i o n 

ar I n d e f i n i t e p e r i o d of two competing s y s t . n s . Compensating 

,„r any r e d u c t i o n of r . U c o m p e t i t i o n , a p p l i c a n t s w i l l be ab l e t o 

. s e r v i c e t l r o u g h s l n g U - U n e s e r v i c e t o a l l p o i n t s 
o f f e r improved s e r v i c e c n u u f i 

connected by r a i l , b o t h I n t r a - and I n t e r s t a t e . 

. m a n y , C a l i f o r n i a .as the most p o i n t s and t h e g r e a t e s t 

. o p u l a t . o n a f f e c t e d by the r e d u c t i o n I n c o m p e t i t o r s . The ma.or 
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- - e s e p o i n t s , B a . e r s f l e l d , 1. approxlmately ,,3 and ..b miles 

TOPC f a c u l t i e s a, .o. ,„g,.es and s t o c . t o n , respec-

'«v.,ly. SP: and ATSP compete .„ TOPC aervlce In t h l , are. f r o , 

B . l . e r . f l . 1 . and Pre.no. r e s p e c t i v e l y . Some Increase In t h , 

- . t a n c e required f o r gathering o p e r a t i o n , would be required as a 

r.-sult Of the merger. However, .be record demonstrates <a, tha t 

•b.re i s v i r t u a l l y no competition between SPT and ,TSP t o r 

C a l i f o r n i a I n t r a s t a t e t r a f f i c w i t h SPT h>„ji. 
SPT handling over 9» percent of 

a l l I n t r a s t a t e movements and (b) that 70 
t o ; tnat 70 percent of a l l C a l i f o r n i a 

i r a f f l c moves by motor c a r r i e r . Again r b . , 
again, the Impact Is l i m i t e d . 

Assuming the worst possible corporate poat-.er.er behavior 

the impact of any re d u c t i o n In TOPC competition Is U.Ued. I t Is 

Pte.u.ably . 1th large shippers, shippers of he.vy commodities, or 

^blppers that ship over t h . length „f the . f f . c t e d c o r r i d o r s , t h a t 

t h . m a j o r i t y h, found reason to deny the merger. 

Tb. m a j o r i t y does not I d e n t i f y bo. many new captive s h l r p e r s 

would be created or how much new captive t r a f f i c would evolve as a 

t e s u l t Of the c o n s o l i d a t i o n . w.tbout t h i s I n f o r m a t i o n , no mean­

i n g f u l r e c o n s t r u c t i o n of t h . h.r. the major.ry ,1„.. b. .aoe. 

I f the new captive shippers are confined to the 32 named p o i n t , 

the percentage Increase cannot be great. Only a handful of 

. p a c i f i c sblpp.rs a r . c l - . d as c.os. f o r conc.rn. Addl.looaUv, 

s.ve r a l c a r r i e r s which u.e ,he TOPC/COPC service are mentioned, 

c o n s i d e r i n g tbe U r g e areas Involved, reaching from I n d i a n . In the 

East to San Diego In the Southwest, th,s appear, to be a 

r e l a t i v e l y small number of shippers. 
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Where t h e m a j o r i t y has t e s t e d I t s case I s I n c o r r i d o r f l o w s , 

p r i m a r i l y the P a c i f i c and South e r n C o r r i d o r s . C o n s i d e r i n g t h a t 70 

p e r c e n t of C a l i f o r n i a ' s c i d f ^ t o moves by motor c a r r i e r , t h a t over 

99 per.-ent of C a l l c r u l a ' s i n t r a s t a t e r a i l t r a f f i c moves by S?T, 

and post merger c o m p e t i t i o n f r i m UP iJrom Oregon and S e a t t l e , 

( a l t h o u g h c i r c u i t o u s ) would c o n t i n u e , the P a c i f i c C o r r i d o r does 

not seem t h a t g r e a t a prob l e m . 

The S o u t h e r n C o r r i d o r has a t t r a c t e d more a t t e n t i o n . The 

m a j o r i t y n otes t h a t from 23 t o 66 p e r c e n t of the Southern C o r r i ­

d o r 's t r a f f i c moves by r a i l . See Appendix D, Table 2. Then i t 

l o o k s o n l y a t the r a i l share and f i n d s t h a t a p p l i c a n t s move up t o 

100 p e r c e n t of the t r a f f i c . [ I t I s by d e f i n i n g the r e l e v a n t 

market as r a i l t r a n s p o r t a t i o n , I n t t e a d of s u r f a c e t r a n s p o r t a t i o n , 

a d e f i n i t i o n w i t h which I do n o t a g r e e , t h a t the m a j o r i t y f i n d s 

a n t i c o m p e t i t i v e harm.] T h e r e f o r e , I t I s found t h a t s e r v i c e w i l l 

d e t e r i o r a t e and monopoly p r i c i n g w i l l r e s u l t . To reach t h i s 

r e s u l t , the m a j o r i t y f i l s o must ( 1 ) I g n o r e s h i p p e r s ' l e v e r a g e and 

a d m i n i s t r a t i v e r e c o u r s e , ( 2 ) d i s c o u n t p o t e n t i a l I n t r a - and I n t e r -

modal d i v e r s i o n s and ( 3 ) f i n d t h e r e I s Inadequate evidence t o 

d e t e r m i n e t h e e l a s t i c i t i e s of demand f o r I n t e r - c o r r l d o r c o m p e t i ­

t i o n , e s p e c i a l l y between the C e n t r a l and Southern C o r r i d o r s . 

A p r i m a r y concern expressed t h r o u g h o u t t h i s p r o c e e d i n g has 

been the p o t e n t i a l e f f e c t rhe c o m b i n a t i o n would have on COFC 

t r a f f i c moving over t l i e S o u t h e r n C o r r i d o r . Because COFC t r a f f i c 

I s exempt, COFC s h i p p e r s havt* l e s s r e a d i l y a v a i l a b l e r e g u l a t o r y 

r e c o u r s e t o r e s o l v e s p e c i f i c c a r r i e r - s h i p p e r d i f f e r e n c e s , a 
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problem t h a t c a p t i v e s h i p p e r s do not sha r e . F u r t h e r . I n exempting 

COFC t r a f f i c from r e g u l a t i o n , the Commission s p e c i f i c a l l y r e l i e d 

on I n t r a n o d a l r a i l c o m p e t i t i o n . 

The r e d u c t i o n I n Southern C o r r i d o r c o m p e t i t i o n , p a r t i c u l a r l y 

f o r COFC t r a f f i c may be one of the s t r o n g e s t arguments I n f a v o r of 

a d e n i a l , but .s I t v a l i d ? The m a j o r i t y f i n d s American P r e s i d e n t 

L i n e s ' arguments " c o n v i n c i n g " and has adopted them. An examina­

t i o n of the v e r b a l 'Statement of Richardson at KCS-14, shows 

s e v e r a l I m p o r t a n t f a c e t s I n APL's o p e r a t i o n s . APL, as do most 

ocean c a r r i e r s w i t h COFC t r a f f i c t o the G u l f , uses the l o n g e r 

ocean ro-.te from the Far East t o the West Coast t o c a l l at Los 

Angelas f i r s t . T h is ocean r o u t e i s g e n e r a l l y one t o two days 

l o n g e r than t o S e a t t l e or the Bay Area. The reason API, and o t h e r 

sh!ppi.,g companies c a l l on Los Angeles f i r s t i s t h a t Los Angeles 

and Southern C a l i f o r n i a i s the l a r g e s t West Ccast consumer market. 

A p p r o x i m a t e l y h a l f of APL's Los Angeles t r a f t i c s t o p s a t Southern 

C a l i f o r n i a d e s t i n r : 1 or . . I t I s because the ocean v e s s e l I s 

a l r e a d y a t Lo. Angeles t h a t the Southern C o r r i d o r has such a 

c o m p e t i t i v e a J v a n t i g e over o t h e r c o r r i d o r r o u t i n g s . Indeed, a t 

l e a s t one s h i p p i n g company, Westwood L i n e , o f f e r s f a s t e r s e r v i c e 

from K>rea/.lap^.i t h r o u g h S e a t t l e , 19 days average, to APL's 20 day 

average. ;}y the same t o k e n , those v e s s e l s t h a t make a d d i t i o n a l 

s t o p s at West Coast P o r t s t h a t are loaded w i t h e x p o r t c o n t a i n e r s 

o f f e r s l o w e r t r a n s i t t imes t o the O r i e n t than e x p o r t o r i g i n a t i o n s 

a t S e a t t l e or the bay Area. A c c o r d i n g t o KCS-14, E x h i b i t 22, the 

c o s t d i f f e r e n c e of r o u t i n g Far Fast COFC t r a f f i c t h r o u g h Los 
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Angeles, on the one hand and S e a t t l e and the Bay Area, on the 

o t h ' i r , i s l e s s than 25 p e r c e n t g r e a t e r . 

These s t a t i s t i c s i n d i c a t e d t h a t w h i l e the Southern C o r r i d o r 

has advantages f o r Far E a s t - G u l f t r a f f i c , e x c l u s i v e c o n t r o l of the 

c o r r i d o r ,!oes not ac c o r d a monopoly . o s l t l o n f o r the G u l f ' s COFC 

t r a f f i c even absent I n t e r - or I n t r a m o d a l c o m p e t i t i o n over the 

c o r r i d o r . I f a p p l i c a n t s m a n i f e s t t h e i r w o r s t p o s s i b l e b e h a v i o r , 

s i g n i f i c a n t d i v e r s i o n s t o the o':her c o r r i d o r r o u t e s would o c c u r , 

presumably l o w e r i n g tbe o t h e r c o r r l u o r s ' u n i t c o s t s , and d e c r e a s i n g 

t r a n s i t times t h r o u g h more f r e q u e n t r r a i n s e r v i c e . To the e x t e n t 

t h a t a p p l i c a n t s ' p r o j e c t e d abuse of market power might a d v e r s e l y 

a f f e c t Los Angeies' p o r t s t a t u s , an u n l i k e l y o c c u r r e n c e , the 

Commission s p e c i f i c a l l y r e j e c t e d c o n t i n u i n g r e g u l a t i o n f o r the 

p r o t e c t i o n of p o r t s f o r TOFC/COFC t r a f f i c , f i n d i n g t h a t s h i p p e r s 

L'.ay p r o p e r l y r e l y on l i i t e r - p o r t c o m p e t i t i o n t o r e p l a c e r e g u l a t i o n , 

i n Improvement of TOFC/COFC R e g u l a t i o n . S l i p op. at 7-8, served 

February 19, 1981. This leads me to conclude t h a t I n t e r - c o r r I d o r 

p r i c e and s e r v i c e c o m p e t i t i o n would r e m a i n . 

However, l e a v i n g a s i d e the c o m p e t i t i v e p o s i t i o n s of o t h e r 

p o r t s and c o r r i d o r s f o r COFC t r a f f i c , the m a j o r i t y ' s concerns s t i l l 

seem m i s p l a c e d . The m a j o r i t y s t a t e s t h a t the l a c k of s e r v i c e 

c o m p e t i t i o n would decrease the s e r v i c e l e v e l s shlpper.s r e c e i v e , 

rtowever. I t i s ob v i o u s t h a t SPT, the f i n a n c i a l l y weaker c a r r i e r 

w i t h the l a r g e r share of t h i s t r a f f i c , cannot s i g n i f i c a n t l y Improve 

I t s s e r v i c e c o m p e t i t i o n over I t s p r i m a r i l y s i n g l e - l i n e sunset r o u t e 
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t r a c k . By the same t o k e n , ATSF's I n t e r U r . 
. i n t e r l i n e r o u t e v - i t h KCS appears 

— P e r a t i n g a t an e f f i c i e n t ,ev.,. Se r v l ce com.e 111 I o n 

these two c a r r i e r s ca„ o n l y m a i n t a i n t h e . , pres.„t 1 eve 1 s . 

— e r , tbe mergar-s a b i l i t y t o produce more e f f i c i e n t „ae o f 

U n e s . e l i m i n a t e I n t e r c h a n g e s , and e.pand s l n g - e l . n e . e r v l c e would 

improve s e r v i e i n M,« .-U 
i n rtie Southern C o r r i d o r a 

" '^esult not c o n t r a r y t o 
the p u b l i c I n t e r e s t . 

"o^ld appear then that any harm t h . . 
any narm t h a t o ccurs would r - s u l t 

;rom rhe a b i l i t y of SP^P ^^ , ^ 

SP..P t o r a i s e , t . d l v l . l o n s w i t h the ocean 

to s o.. than „ , „ „ „ t . c o n s i d e r i n g t h . 

— a, s i t u a t i o n of tbe .p„.c.n,.. p a r t i c u l a r l y SPT. t b . s 

"O-^ .PP.ar t o p r o v i d e a .suranc, t h . t e . s e n . l a , s e r V c . .ouM be 

c o n t i n u e d , a p r l m a r , b . n e t i t , under ., CP, g 0 . U c . . ,„any 

t b . m a j o r i t y not fl„. t h a t 

- . I t concern I s . I t h t b . ocean c a r r i e r s , .ho „.e the r a l , 

" t r i e r p a r t i c i p a n t s hav. not mad. an ...a,,.,., 

Tbe m a j o r i t y . t a t . . , ..Th.r, I s geoera, agreement among tbe p a r t . . . 

t b . t the r a t e , charged . b l p p . r , by oc.an c a r r i e r , have i . t t , . 

relationship to the rate AI 4 4 
r a t e or d i v i s i o n charged the ocean c a r r i e r s by 

the r a i l r o a d s , " 
The m a j o r i t y f i n d s t h a t because of r h . 

ecause of the new e f f i c i e n c i e s of 
d o u b l e stacked COFC o r e r a t l o n n m-,̂  

r e r a t l o n s , motor c a i r l o r s w i l l be oven l e s s 
c o m p e t i t i v e f o r t h i s t r a f f i c 

t r a f f i c . But r a t h e r than award the r.-,!-

c ^ r r l e r s t h a t i n t r o d u c e d t n i s new s e r v i c e w i t h _ h needed a . d i -

- o n a l revenues, the m a j o r i t y would c o n t i n u e to pass these .av,ngs 

on .0 the ocean c a r r i e r s t h r o u g b f..ced head-to-head c o . p e t i t 
Only by i g n o r i n g S'T's dec.'lnlnK t r a f f i . K 

i n g t r a f f i c base, which i s d i s c u s s e d 
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