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:ncluded which says "See Appendix D." 

And on Page 1 of Appendix C, I have quoted 

Harold G a s t l e r , p r e s i d e n t ot the Katy. In the eighth 

l i a e of that quote, I r.-fer to number 2879 . That should 

be 28799. 

Those are a l l the c o r r e c t i o n s . 

Q With these c o r r e c t i o n s , i s that statement true 

and c o r r e c t to the uest of your knowledge and b e l i e f ? 

A Yes , 11 1s. 

MR. SCHEIK.^AN: The witness i s a v a i l a b l e for 

c r o s s examination. 

JUDGE HOPKINS: H i . Wilson. 

CROSS EXAMINATION 

BY MR. WILSON: 

Q Good a i t e r n o o n , Mr. Moser. My name i s Dennis 

W i l s o n . I r e p r e s e n t the Santa Fe Southern Paci 

C o r p o r a t i o n . 

S i r , i w o u i J J . l ^ e t o b e g l i l t e r r i 

Page 10 ot d statement you 

s t a t e a t the top of the rai*> nBnn.int w i t h your 

s u p p o r t Lne laerger, you., concern t o r tne reauita;'»t 

t s on comI 

v i a b i l i t y 

;i t a : 
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i s o l a t e d i n s t a n c e s . To begin with. 1 w^-.u l i k e ask 

you about your competitive a n a l y s i s . I t i s true, i s i t 

not, that you analyzed two separate geographic markets, 

southwest Kansas e x c l u s i v e of Reno County and another 

market for Reno County? 

A In d e t a i l . A c t u a l l y , I looked at seven 

d i f f e r e n t geographic markets in southwest Kansas. Those 

ace a l l l i s t e d in Appendix C. 

Q NOW, in analyzing southwest Kansas, i t appeacs 

that you u : J separat--. a n a l y s i s for - r-. n .-̂p the one 

hand and for a l l cfamodities other than g ram on the 

other hand. I s that c o r r e c t ? 

A Grain in p a r t i c u l a r , milo and wheat. I did 

not -- I made an a n a l y s i s , but i t does not n e c e s s a r i l y 

appear within the statement. I I c ..<ed at other 

commodities somewhat in the a n a l y s i s of Hutchinson in 

Reno County. 

0 Now, in connection with your southwest Kansas 

anaiysiia of commou . i. . e > t...- .jrain, that i s the 

analys i s r e i n your Appendix B. I s t a a t 

c o r r e c t ? 

A ^ i . „ V..; .. .. 

Statewide a n a i y s i t doer ence ^uucawe.t 
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t h i s , t h i s i s a s t u d y o f SFSP t r a f f i c t n the f o u r - d i g i t 

STCC d i g i t l e v e l . I s t h a t c o r c e c t ? 

A Y 6 S • ^ ^ ^ ^ ' ^u^^^m^ 

^ And you have e x p l a i n e d t h a t i t i s a s t a t e w i d e 

a n a l y s i s . Now, when you looked a t commodities t o 

detecmine whether t h e r e i s a p o t e n t i a l f o r market 

dominance a f t e r the merger, you d veloped a p a r t i c u l a r 

t h r e s h o l d which would t r i g g e r yo r concern and d e t a i l e d 

i n v e s t i g a t i o n o f whether or not t h e r e would be a 

problem. I s t h a t c o r r e c t ? 

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

Q I t appears from Page 1 of Appendix B t h a t the 

t h r e s h o l d t h a t you det e r m i n e d t o be the one which would 

t r i g g e r a more d e t a i l e d i n v e s t i g a t i o n was a market share 

by SFSP o f 87.79 p e r c e n t . I s t h a t c o r r e c t ? 

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

Q Could you e x p l a i n on the re was you 

came w i t h t n a t t h r e s h o l d f i g u r e ? 

A Yes. I might begin by s t h a t I had f i r s t 

l o oked a t a complete sample, way b i l l samples as 

r e f e r e n c e d here o f a l l o f the comm.- , . . .es t h a t wer»^ 

sh i n Kansas, c i t h e r o r i g i n s or d e s t i n a t .3r 

both w i t h m the s t a t e o f Kansas. 

,^^ ^ _ , . »:>wh a t u r 

.. y p r o p t 1 a 11 

ALDERSC 
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and t h a t was a l e v e l o f 300 c a r l o a d s or $500,000 

generated w i t h i n the c a l e n d a r year 1982. 

I then looked a t -- i n l o o k i n g these o v e r , I 

d i s c o v e r e d t h a t many of them haa very s m a l l marKet 

share, some as low as 5.38 p e r c e n t , I t h i n k , t h a t would 

be c a r r i e d by the SFSP. 

In l o o k i n g a t a methoc of what sh o u l d be 

looked a t , which s h o u l d r e c e i v e the t e s t a t t e n t i o n , I 

d e t e r m i n e d , f i r s t o f a l l , i t p r o b a b l y was the ones w i t h 

the h i g h e s t market s h a r e , and wanted t o screen those 70 

commodities which came o f t n i s a n a l y s i s i n some manner. 

I t seemed a p p r o p r i a t e t o use the mean p l u s 

s t a n d a r d d e v i a t i o n , assuming t h a t f i r s t o f a l l Santa Fe 

Southern Pac would c a r r y a g r e a t d e a l o f t r a f f i c . 

The median t u r n e d o u t t o be around 64 p e r c e n t , I 

b e l i e v e . 

And by adding i n t h a t area under a normal 

curvp a g a i n , assumirc t h a t these 70 commoaities were 

noli, j i : . ' v x i b u t e d , ther ,,'r i n f a c t 68 p e r c e n t 

are w i t h i n the r e g i o n d e f i n t the mean p l u s and minus 

the s t a n d a r d d e v i a t i o n . 

^sed was the area under th«> - - r": 11 

curv2 i n ext he mean p l u s i r d dt l 

20 
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each one o f these cammodities i n d e t a i l . 

Q Are you f a m i l i a r w i t h ti;e s t a n d e r d employed by 

the U.S. Department of J u s t i c e i n t h i s case which was 

t h a t i f the market share o f SFSP exceeded 50 p e r c e n t and 

t h e r e was a g r e a t e r than 10 p e r c e n t i n c r e a s e , t h e r e wis 

a p o t e n t i a l f ^ r a n t i c o m p e t i t i v e harm? 

A Yes, I am familiar with t"-

Q Why was i t t h a t you s e l e c t e d the s t a n d a r d 

which you d i d i n s t e a d of the standa*d which the 

Department o f Ju.^tice has used i n t h i s case? 

15 

IS 

1? 
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, p a r t o f the reason i s the c h a r a c t e r i s t i c of 

Kansas where the Santa Fe Southern P a c i f i c has a l a r g e 

c a r r y a t l e a s t 50 p e r c e n t o f most commodities, t h a t they 

serve a t l e a s t 50 p e r c e n t o f the p o i n t s and t h e r e f o r e i t 

would o n l y ue normal t h a t 50 p e r c e n t or more would be 

c . c c i e d by .he Santa Fe Southern P a c i f i c . 

I t seemed reasonable t o go a l i t t l e f u r t h e r 

and look a t commodities which r e a l l y were a t a higher 

l e v e l , and the method I d e s c r i b e d p r e v i o u s l y was tL one 

I used f o r t h a t . 

Q would you say t h a t t h - Department of J u s t i c e 

screen would have i d e n t i f i e d a number of f l o w s w i t h 

r e s p e c t t o which t h e r e would n o t be a p o t e n t i a l 

a n t i - c o m p e t i t i v e problem? 

A Yes, I t h i n k t h a t ' s c o r r e c t . 

Q DO you t h i n k t h a t your 87.79 p e r c e n t market 

of the 
share screen e.:abled you t o examine l u oe t a . . 

u^v, «-horp. IS a p o t e n t i a l f o r 
f l o w s w i t h r e s p e c t t o which t h e r e i ^ a p 

adverse c o m p e t i t i o n ? 

• v,, chat t h e r e may 
A I c a n ' t say t h a . 

J i * . , , f h f l t I d i d n ' t a n a i i ' . ' - ; * . - t - i t h e r e 
n o t be some c o m m o d i t y t h a t i 

. when 1 l o o K e u a t 
r,'- l ^ t be a p r o b l e m . i t> 

.,i I u 1 1 . 

t o 
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2C 

Q n -i n 



14,231 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

would have been w o r t h w h i l e t o go f o r w a r d . 

And I d i d n ' t , so I f e l t t h a t I nad a d e q u a t e l y 

assessed t h i s area. 

Q That's r i g h t . Now, i t i s t r u e t h a t tne r e s u l t 

o f your study was t h a t i n a l l of the 14 f l o w s your 

c o n c l u s i o n was t h a t the SFSP merger would not cause 

c o m p e t i t i v e problems, i s t h a t r i g h t ? 

A I prol-ably should m o d i f y t h a t somewhat and, 

r a t h e r than have the complete and f i n a l s t a t e m e n t , no 

a n t i - c o m p e t i t i v e e f f e c t , I p r o b a b l y snould modify t h a t 

w i t h a no s i g n i f i c a n t a n t i - c o m p e t i t i v e e f f e c t . 

Q Now, t u r n i n g t o y o j r appendix e n t i t l e d 

" A n a l y s i s , " a t the bottom o f page 7 you d i s c u s s t h a t no 

i n s t a n c e s of a n t i - j o m p e t i t i v e imnacts were found i n your 

e x a m i n a t i o n of Kansas t r a f f i c . You l i s t one o f the 

reasons ^-eing the f o l l o w i n g : " E i t h e r the o r i g i n s or 

d e s t i n a t i o n s or both were d i v e r s e and s i g n i f i c a n t 

i n t e r ' -nmg was p r e s e n t . " 

Could you exp^air. what t ,•, i t, ceason means? 

A I n t h i s i n s t a n c e -- and t h i s d i d n ' t a pply t o 

every case, but i f t h i s was the reason t h a t I fo u n d , 

r i g m s or d e s t i n a t i o n s or o ^ t u ver.. .. i v e r s e , meaning 

;r w i t h i n the S t a t e of Kansas or ac -rhe c; 

\ ., ' i t w o u 1 d b e 

I * 

: o w a i j X jf i. iii ̂  w 1 ji. c 
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Santa Fe-SP «.o c i r c u m s c r i b e an e n t i r e area. 

And e s p e c i a l l y l o o k i n g a t the r e g i o n s , as I 

d i d , and where they were coming frorr, and what r a i l r o a d s 

were ..eing i n t e r l i n e d , i n many cases were being 

i n t e r l i n e d w i t h . i n many cases the Santa Fe-SP would 

not be the o r i g i n a t i n g c a r r i e r , so i t would be d i f f i c u l t 

f o r them t o f o r e c l o s e a movement. 

Q Are yo I .. e f e r c i n g here i n p a r t t o source 

c o m p e t i t i o n l o r the t r a f f i c f l o w s i n v o l v e d ? 

A Yes, source and d e s t i n a t i o n c o m p e t i t i o n . 

Q Now, you s e p a r a t e l y looked a t g r a i n movements 

from southwest Kansas, and w-.thin t h a t you looked 

s e p a r a t e l y a t wheat movements as d i s t i n c t from m i l o 

movements; i s t h a t c o r r e c t ? 

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

Q Now, i s n ' t i t c o r r e c t thac y u agrees w i f . Dr. 

Anderson's c o n c l u s i o n t h a t t h e r e would be no s i g n i f i c a n t 

a n t i - c o m p e t i t i v e e f f e c t w i t h r e s p e c t t o wheat movements 

from southwest Kansas? 

A 1 d i d agree. 

Q However, you d i d look a t inovenn i n 

q u i t e a b i t more d e t a i l , i s r ' t t h a t corr., 

tt That•s c o r r e c t 

g Now, turning to the top of paqe 9 ( 

a n a l y s i s 3 

ALDERSON REPO^" 
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c o n c l u s i o n o f t h J r e s u l t o f t h a t a n a l y s i s , where you 

s t a t e t h a t : " I n s h o r t h a u l inarkets oetween one and 250 

m i l e s , trucKs would be dominant. I n long h a u l m a r k e t s , 

g r e a t e r than 500 m i l e s , r a i l s would be dominant. And 

between 250 and 500 m i l e s , i t appe^r^. t h a t both r a i l s 

and t r u c k s are e f f e c t i v e c o m p e t i t o r s . " 

I s t h a t a f a i r summary of your m i l o a n a l y s i s ? 

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

Q Okay. Now, about how much southwest 

Kansas-producea m i l o i s shipped l e s s than 250 m i l e s , 

where you say t h a t t r u c k s are dominant? 

A May I r e f e r t o my t a b l e ? 

Q Sure. 

A Are you as k i n g how much i n tonnage <~ i: how much 

i n p e r cent? 

Q W e l l , I would say how much i n p e r c e n t . Why 

don't you r e f e r t o page 9 of appendix C. I t l o o k s l i k e 

you m;jy have a r e f e r e n c e t o i t a t the bottom of page 9. 

A I found 59.2 p e r c e n t went t o n a t i o n s l e s s 

than 250 m i l e s from the southwest Kansas d i s t r i c t . 

Q What a..v r e f e r r i n g t o here? Are you 

r e f e r r i n g t o tonnage or c a r l o a d s ? 

A That would be r e f e r r i n g t o tonnage. 

Q Now, about how much of these 

:. u lit '. mo r 

ALDERSON REPORTING COf^ 
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A A g a i n , I woulc have t o r e f e r t o my t a b l e . I f 

you can f i n d i t f a s t e r than I can, I would a p p r e c i a t e 

your h e l p i n g me. 

Q I t may be a t the top o f page 10. 

A 18.1 p e r c e n t . 

Q I s t h a t f i g u r e a l s o m terms o f tonnage? 

A That's i n terms o f tonnage. 

Q Do you t h i n k t h a t f a r m e r s ' and e l e v a t o r s ' 

a b i l i t y t o s h i p t h e i r m i l o t-) f e e d l o t s i n southwest 

Kansas w i t h i n 250 m i l e s , i n s t e a d o f r e l y i n g on SFSP t o 

s h i p t h e i r m i l o f o r d i s t a n c e s g r e a t e r than 500 m i l e s , 

would a c t as a c o m p e t i t i v e c o n s t r a i n t upon SFSP's 

a b i l i t y t o p r i c e m i l o t r a f f i c a f t e r the merger? 

A I r e l i e d on s t a t i s t i c s developed by the Kansas 

Crop and L i v e s t o c k R e p o r t i n g S e r v i c e , which has a 

p o r t i o n i n the g r a i n marketing and t r a n s p o r t a t i o n s t udy 

which i d e n t i f i e s t r u c k versus r a i l movements, and i n 

anotS.:r t a b l e t h a t ' s not r e l a t e d asKed about the 

d i s t a n c e t h a t t h i s g r a i n has movea. 

And i t would appear from t h a t and i t ' s my own 

o p i n i o n t h a t t r u c k s ; u p r - i 'MP,.'( as t o f e e d l o t 

markets i n the l o c a l area, and cnac's one t h a t i s 

o r i g i n e d b o t h from farmers <i >;vators. 

W I understand . - ..... ; 

at d i f f e r e n t . Do you thac ttte . 

ALDERSON Rt 
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the farmers and e l e v a t o r s t o s h i b t h e i r B i l o t o these 

l o c a l f e e d l o t s i n s t e a d o f t o markets over 500 m i l e s 

away, t h a t t h a t a b i l i t y i t s e l f would a c t as a c o n s t r a i n t 

on SFSP's a b i l i t y t o charge unreasonable h i g h r a t e s on 

m i l o shipments moving g r e a t e r than 500 milea? 

A That was my c o n c l u s i o n . I f e e l t h a t chat i s 

the m.^jor f a c t o r i n the market. 

Q Okay, s i r . Now, you a l s o s t a t e t h a t c o r n i s a 

s u b s t i t u t e f o r m i l o . Do you t h i n k t h a t the f a c t t h a t 

corn i s a s u b s t i t u t e f o r m i l o would a l s o c o n t r i b u t e t o 

c o n s t r a i n i n g SP-SF's r a t e l e / e l s ? 

A Yes. 

Q Mow would t h i s c o n s t r a i n t work? 

A G e n e r a l l y , m i l o as p r e f e r r e d a t a c a t t l e feed 

and t h a t ' s where most o f t h i s i s g o i n g . So the p r i c i n g 

.if i t g e n e r a l l y runs somewhat h i g h e r and i t ' s consumed 

g e n e r a l l y f i r s t . I n those terms, i t would be a f a c t o r . 

I don't t h i n k i t would be a f a c t o r t o the degree t h a t 

the o t h e r would be. 

Q Okay. Now, a t the bottom o f page 10 yoi r e f e r 

t o the Gulf e x p o r t p r i c e f o r m i l o . The d e l i v e r e d prir;es 

f o r m i l o a t Gulf p o r t s woald c o n t i n u e t o be at 

c o m p e t i t i v e l e v e l s a f t e r tne a e r g e t , wouiu L.... ̂  

A Yes. 

Q YOU a l s o r e f e r t o ̂  

ALDERSON RfcPORT 
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producers f o r movements o f a i l o t o the G u l i coast 

p o r t s . IS t h i s c o m p e t i t i o n s i g n i f i c a n t today? 

A I b e l i e v e i t i s s i g n i f i c a n t , yes. 

Q Then you would expect thac t h a t would c o n t i n u e 

t o be S i g n i f i c a n t , . f t e r the merger, would you not? 

* Yes. 

<' N". .an, .,es. p..-oauce„ c e l . 

or r a i l r o a d s o t h e r th^^n QOCC 
-ner than bPi,F t o move from the Texaa 

pro d u c i n g areas t o t h . Gulf Coas^ n . 
^ u i t c o a s t p o r t s , c o u l d they 

not? 

A Thct's -.rue. 

And t h i s would be a,.other c o n s t r a i n t upon 

SFSP's a b i l i t y t o p . i c e m i l o t r a f f i c o u t of southwest 

Kansas a f t e r t h . . e r g e r , would i t not? 

A Yes, t h a t ' s c o r r e c t . 

fi NOW, S i r , i n Appendix C, pa,e 32, the l a s t 

Pase, m your l a s t sentence you p o i n t out t h a t : "MKT's 

c o n d i t i o n s would not be h«l«f.i ^ 
be h e l p f u l t o s o l v e p o t e n t i a l 

-mp. ..tive problems between southwest Kansas o r i g i n s 

and d e s t i n a t i o n . . C a . . i o r n i a . " 

^'»J i ̂  c i i a t ? 

A I f they were t o o p e r a t e the , , , . 

from Tope'ia to Liberal or Liberal o Ten.. 
uAuerai .o Tcpt'^d, cney would 

°"1Y be ' 

ALDERSON REPC 

20 F ST M.W.. WASHINGTON, D C 20001 

1 l^^u 

.*WlfW5f*»f:WP 



14,237 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1? 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

westward. i f they were to pick up anything in that 

area, i t i s p o s s i b l e that they would i n t e r l i n e with the 

Santa Fe-SP to go westward, but I don't f e e l that that 

would answer the question. 

I b e l i e v e I d d fi n d some competitive damage 

in that area, in the milo area, not s i g n i f i c a n t as to 

ovectucn my opinion, but the competition w i l l e x i s t and 

I guess the Katy in t h i s case would not be h e l p f u l . 

Q Okay, s i r . Now, in regard to movements from 

southwest Kansas to C a l i f o r n i a , i s i t part of your 

conclusion here that Katy could not reasonably compete 

v i a say D a l l a s in i n t e r l i n e t . a f M c . taking i t from 

southwest Kansas djwn to D a l l a s and then i n t e r l i n i n g i t 

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

I s part of your conclusion here that Katy's 

routes would be too c i r c u i t o u s to o t t e r an e f f e c t i v e 

competitive option fo, ,jments to A: a and 

Cai I t aiu.-' 

A I think that it - be a posaibiiit-i •..r,^t 

.hey could do some in ^ '^^'^ 

.a*=r;.r''f'dbvthem. 1 
would oe something thu ^ -

^ J , .. i d be more 
think they're more i n t e r e s t e d a. 

• e for them i t 

' > a 11 i c- b -
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c i r c u i t y and t h e r e would be some a d d i t i o n a l i n t e r c h a n g e s 

r equ i r e d . 

Q Now, s i r , you a l s o s e p a r a t e l y a r a l y z e d Reno 

County or Hutchinson as a s e p a r a t e market, i s thac 

r i g h t ? 

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

Q Now back a t page 13 of your v e r i f i e d 

s t a t e m e n t , i n d e s c r i b i n g your H u t c h i n s o n a n a l y s i s you 

quote from t h e ICC merger p o l i c y g u i d e l i n e s ; i s t h a t 

c o r c e c t , the r e f e r e n c e t o 49 CFR S e c t i o n l l b U . l ? 

A I s t h a t page 13 of the a n a l y s i s or the 

s tatement? 

Q The v e r i f i e d s t a t e m e n t . 

A 1 have i : . And yes, your q u e s t i o n i s 

cor r e c t . 

Q Okay. Now, these g u i d e l i n e s p o i n t o u t i n 

p a r t : "The r e d u c t i o n i n the number o t c o m p e t i t o r s i s 

not I t s e l f h a r m f u l . " Do you see t h a t quote t h e r e , 

s i r ? 

A Yes. 

Q Now, my q u e s t i o n t o you i .'J , c o u l d you d e s c r i b e 

i i t u a t i o n u wht • r e d u c t i o n m the number o t 

t o r s i s n o t h a m 

t n t s o a c f i w d ii 

ALDERSC* 
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i n terms of the l a r g e amount of t r ucK: compe111 i o n t h a t 

i s t n e r e and appears t o be g r o w i n g . 

Q Okay. So i s the s t a n d a r d t h a t where 

c o m p e t i t i o n remains e f f e c t i v e a f t e r the merger, 

r e d u c t i o n o f a c o m p e t i t o r i s not a p u b l i c i n t e r e s t 

concern? 

A Yes. 

Q Would another s i t u a t i o n be where one of t h e 

c o m p e t i t o r s t h a t i s being e l i m i n a t e d i s o n l y an 

i n s i g n i f i c a n t c o m p e t i t o r today? 

A That IS p o s s i b l e . I ' d have t o looK a t the 

s i t u a t i o n . 

Q Okay. Well now, you concluded, d i d you n o t , 

t h a t t h e r e would oe no s i g n i f i c a n t c o m p e t i t i v e problem 

on moveraei.ts of commodities o t h e r than g r a m o u t of 

Hut c h i n s o n , Kansas? 

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

Q Now, couZd you t u r n , s i r , t o Appendix D, page 

3, your d i s c u s s i o n of the u u t c a i n s o n , Kansas, market. 

Now, your statement t h a t we d i s c u s s e d j u s t a moment ago 

v j t h r e s p e c t t o southwest Kansas, t h a t MKT trackage 

; i j h t a wouiO nut be e l i e c t i v e as a s o l u L i o n tv-

e t i t i V e ^ r o b 1 e m t 

o t h e r nand, wou*u; 

20 
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moving between Hutchinson o r i g i n s and the A r i z o n a and 

C a l i f o r n i a d e s t i n a t i o n s t h a t you l i s t on page 3 of 

Appendix D? 

A What g r a i n are you t a l k i n g about i n 

p a r t i c u l a r ? Are you j u s t t a l k i n g about the A r i z o n a and 

C a l i f o r n i a markets when you ask t h a t q u e s t i o n ? 

Q Yes, j u s t A r i z o n a and C a l i f o . - ^ i a m a r k e t s . I " lu 

j u s t t a l k i n g about, r e f e r r i n g t o page 3 o f Appendiv D, 

you are showing shares of m i l o being handled by b o t h 

Santa Fe and SP t o A r i z o n a and t o C a l i f o r n i a . Now, my 

q u e s t i o n i s i s your reasoning t h a t Katy t r a c k a g e r i g h t s 

would not be e i . e c c i v e t o s o l v e a c o m p e t i t i v e problem 

between southwest Kansas o r i g i n s and A r i z o n a and 

C a l i f o r n i a a l s o a p p l i c a b l e t o t h i s s i t u a t i o n , t h a t Katy 

t r a c k a g e r i g h t s would not be e f f e c t i v e ^o s o l v e any 

c o m p e t i t i v e problem t h i s merger might cause between 

Hutchinson o r i g i n s ar-i A r i z o n a and C a l i f o r n i a 

des • m a t ions ? 

A Yes. 

Q So t h a t leave 

numbers t o analyze 

.utheast Texas d e s t i n a 

•.i*-h(*zn P a c i f i c has a sha 

.,!ur t h i r d s e t o t 

irr. H utchinson n s 

•V e see :. ;i a 

a t i s 

U L J 
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I guess my f i r s t q u e s t i o n i«, why do you t h i n < 

t h a t SP's shares o f c h i s t r a f f i c from Hutchinson t o 

s o u t h e a s t Texas are so low? 

A I t h i n k the problem t h a t the Southern P a c i f i c 

has i s i n terms of having t o i n t e r l i n e t o g e t t o 

s o u t h e a s t Texas. 

Q I n terms of s i n g l e l i n e r o u t e s o f t h i s SP from 

Hutchinson t o s o u t h e a s t Texas, would you say the SP's 

r o u t e s are too c i r c u i t o u s t o be e f f e c t i v e c o m p e t i t i v e 

a l t e r n a t i v e s today? 

A Yes, I would. 

Q Don't you t h i n k t h a t these r e l a t i v e l y low 

s h a r e s , these very low shares f o r SP, r e f l e c t the f a c t 

t h a t SP i s o n l y an i n s i g n i f i c a n t c o m p e t i t o r between 

Hutchinson and s o u t h e a s t Texas today? 

A I t h i n k t h a t i n terms of volume they appear to 

be i n s : c a n t . I thin K they may be an i n f l u e n c e 

t h e r e . 

I f I can c o n t i n u e on, t h a t problem was one we 

had r e c o g n i z e d somewhat e a r l i e r i n terms o f the Southern 

P a c i f i c having t o i n t e r l i n e . And I t h i n k too t h e r e 

be somewhat of u y i oblem w i t h L . . 

d i s c u s s t h a t l a t e r . 

my o V 

i . t-; A. 
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Hutchinson i n terms of southwest Kansas as an o r i g i n 

s h i p p i n g toward a t e r m i n a l . The Hutc h i n s o n market i s 

d i f f e r e n t i n terms o f i t s being a r e c e i v e r and then a 

shipper i n major q u a n t i t y , and the f a c t t h a t i n doing 

t h a t i t has q u i t e an e f f e c t on the market and i s an area 

we can't a f f o r d t o have some a n t i - c o m p e t i t i v e problem. 

Q Don't Union P a c i f i c ' s g r a i n r a t e s from 

Hutchinson t o the G u l f p o r t s today a f f e c t the r a t e s t h a t 

Santa Fe can charge today? 

A I'm sure they do. 

Q I n f a c t , don't S.^nta Fe ' s r a t e s have t o be 

equal or very n e a r l y e q u a l co Union P a c i f i c ' s r a t e s m 

ord e r f o r Santa Fe t o move the t r a f f i c o u t of Hutchinson 

t o the Gulf Coast p o r t s ? 

A Yes, I b e l i e v e so. 

Q Do you have any reason t l i e v e t h a t 

w e l l , would you d e s c r i b e t h i s c u r r e n t c o m p e t i t i o n 

betwt a Santa Fe and Union P o c . i i u .-ii,«.rcn Hutchinson 

and the s o u t h e a s t Texas d e s t i n a t i o n s as e f f e c t i v e 

c o . a p a t i t i o n today? 

A Between which two? 

Q Between Union P a c i f i c and Sar 

say t h a t the c u r r e n t c o m p e t i t i o n between the U.....on 

r ,i - i . . . - : . - : 1- • - - . „ .. . i C m O V 

i s e f t e k V« 
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c o m p e t i t i o n ? 

A I would say i t i s , yes. 

Q Do you have any reason t n b e l i e v e t h a t t h i s 

c u r r e n t e f f e c t i v e c o m p e t i t i v e between Union P a c i f i c and 

Santa Fe would n o t c o n t i n u e a f t e r the SPSF merger? 

A I would hope i t would c o n t i n u e . 

Q I n f a c t , you would expect t h a t i t would 

c o n t i n u e , would you not? 

A Yes, I would. 

Q Now, s i r , t u r n i n g back t o page 14 of your 

v e r i f i e d s t a t e m e n t , i n the t h i r d paragraph o f your page 

14, t n e r e you s t a t e -- and I t h i n k t h i s i s the o n l y time 

i n y ur p r e s e n t a t i o n -- you s t a t e another c o m p e t i t . v e 

reason f o r i n j e c t i n g the MKT i n t o H u t c h i n s o n . And you 

s t a t e t h a t : "The a d d i t i o n of th« MKT would . e s t o r e a 

c o m p e t i t i v e c o n d i t i o n t h a t e x i s t e d when the Rock I s l a n d 

was a v i a b l e c a r r i e r . " 

To what e x t e n t was t h i s f a c t o r a reason i o r 

your s u p p o r t o f the MKT trackage righ-rs? 

A 1 t h i n k i n l o o k i n g a t the s i t u a t i o n and 

looi^mg a t c o m p e t i t i o n i n g e n e r a l , we have taken more o f 

a long-range view c f the way t h i e l o p i n g . 

Things have happened i n Kansas and n 

m a i n t a i n a c o m p e t i t i v e s i t u a t 

ALDER.'...̂  

T N.W.. WAS.- 00 
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Changes, which tend t o happen i n l a r g e j e r K s , i g^ess, 

as we move a l o n g . 

we had encouraged i n every way the Southern 

P a c i f i c t o become a complete c o m p e t i t o r , and they were 

not able t o do so i r, , 
a p r e v i o u s c . „ , T,,, 

<io i t i n some r e s p e c t s through i n te 11 i n i n , . 

0 w o . l . you agree, though, s . r , t h a t har.s 

caused hy the d e . i s e c£ ch= Kock I s l a n d would by 

^ e ^ i h i t . o h n o t he har»s caused hy t h , S.SP . . r g e r . 

* !•» sayrng t h a t .e p r o b a b l y have to look a t 

~ a t Of a broader d e f i n i t i o n than .s c o n t a i n - c 

. i t h . n the ICC g u i d e l . n e s when I . , l o o k i n g a t t h i s on a 

Sta t e l e v e l . 

0 1 see. so here you are .,oi„g beyond the ICC 

g u i d e l i n e s o£ l o o k i n g a t h.r„ caused by the . . r g e r , and 

say i n g t h a t ve have a„ o p p o r t u n i t y t o r e s t o r e a 

= o . p e t i t i v e r o u t e t h a t was l o o t -.he „ock I s l a n d was 

end t h e r e f o r e i f s a good i d e . t o have an 

•mpetitOL- a t H u t c h i n s o n , i s t h a t r i g h t ? 

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

w i t h the t n i r d c a r r i e r t h e r e t o d a y, and a l t h o u g h some of 

the e f f e c t i v e n e s s has been re 
'•̂  Rock i.^xcii.,i 

s i t u a t i o n , where the e f f e c t wa<; 
c t t t r i - c was l i tvfcr ^ u i t e ab le 

- ^ a c f. , c n a c ' s n i.. 

n e r e f e r 

ALDERSON 
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Q Okay. S i r , c o u l d you t u r n t o page 11 o f your 

v e r i f i e d statement and look a t the second p a r a g r a p h , the 

l a s t sentence i n the second p a r a g r a p h . You s t a t e i n the 

second paragraph t h a t : " I t ' s i i the p u b l i c i n t e r e s t o f 

Kansas f o r a merger t o o c c u r , even where i t e l i m i n a t e s 

c o m p e t i t i o n between two r a i l r o a d s , so long as one o f two 

standards are met." 

And oa l i s t two s t a n d a r d m t h i s l a s t 

sentence o f the paragraph. You say: "One, e i t h e r you 

are convinced the c o m p e t i t i o n remains; or two, t h e r e are 

compensating b e n e f i t s . " Do you see t h a t , s i r ? 

A /es. I do. 

Q Okay. Now, l o o k i n g f i r s t a t your second 

s t a n d a r d , what compensating b e n e f i t s would you say are 

pre s e n t i n c o n n e c t i o n w i t h the SFSP merger? 

1 cnink some of these occur i n terms of 

e f f i c i e n c y , some t h i n g s tha s h i p p e r s want t o have: 

impr ved car s e r v i c e , improvements i n the a b i i x ^ - . o 

work w i t h t r a f f i c o f f of the Tucumcari l i n e , the s i n g l e 

-atpd t o US i s very l i n e s e r v i c e t h a t our -ated co 

i m p o r t a n t t o them. 

Q How do these b e n e f i t s , t o u^ -r word, 

compensate for any reduc ^^^"^ 

r e £> u... t L 1 w u. L . i u .5 !.• i.-

.-̂  t o some at; y i v <-• - -

ALUfci 
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r e s p e c t o f the a b i l i t y o f s h i p p e r s t o have e x t r a 

o p p o r t u n i t i e s , market o p p o r t u n i t i e s , or whatever e l s e . 

I n ray o p i n i o n , i n t h i s s i t u a t i o n these compensating 

b e n e f i t s we've been r e f e r r i n g t o overcome the s l i g h t 

l o s s i n c o m p e t i t i o n i n southwest Kansas. 

Q Okay. S i r , would one of the compensating 

b e n e f i t s be the new a b i l i t y o f Santa Fe s h i p p e r s t o 

access the P o r t o f Corpus C h r i s t i on s i n g l e l i n e 

s e r v i c e , f o r example? 

A Y e s , i t w o u l d . 

Q Would another compensating b e n e f i t be the 

a b i l i t y o f Southern P a c i f i c s h i p p e r s t o o b t a i n a new 

d i r e c t r o u t e t o Beaumont, Texas, f o r example? 

A Yes, i t would. 

Q Now, t u r n i n g t o your a n a l y s i s appendix a g a i n , 

a t page 20. the bottom of the page, I had a q u e s t i o n . 

There you s t a t e i n the next t o the l a s t entence t h a t 

your c o n c l u s i o n i s -.hat o v t - r a l l the p o t e n t i a l b e n e f i t s 

t o the A p p l i c a n t and che p u b l i c outweigh tne p o t e n t i a l 

harms t o the p u b l i c . 

Now, i s t h i s a r e s u l t of your -.^eiqhinq the 

compensating b e n e f i t s we tal>4t'd aoout. - c x i i i e i aju..ioL 

the p o t e n t i a l compet J? 

A Tha t ' s c o r r o c t 

AL D'•!:•• • 

20 f ST , N. Vf 
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Similar process of weighing the pro-competitive o e n e f i t s 

against the competitive harms of t h i s merger? 

A Yes, I assume they would under t h e i r 

g u i d e l i n e s . 

ALDi c 

20 F ST , N V, 



mm-m 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 : 

1 4 , 2 4 8 

Q On page 1 1 , we di s c u s s e d yo^r sta n d a r d s of 

compensating o e n e f i t s f o r r e d u c t i o n s i n c o m p e t i t i o n . 

Now, your next p o i n t i s i t ' s okay t o e l i m i n a t e 

a c o m p e t i t o r i t you're convinced i f c o m p e t i t i o n 

remains. Dc you mean by t h i s t h a t a c o m p e t i t o r c o u l d 

disappear from a market c o n s i s t e n t w i t h the p u b l i c 

i n t e r e s t , as l o n g as e f f e c t i v e coi«petition remained i n 

t h a t market a f t e r the merger? 

A That's a wholesale s t a t e m e n t , I guess, b u t 

y.:^, 1 would agree i n s p e c i f i c i n s t a n c e s ; f o r example, 

southwest Kansas. 

Q Okay, s i r . Now, have you read the test.mony 

of Dr. Klem o f the U.S. Department of T r a n s p o r t a t i o n ? 

A Yes, I have. 

Q Do you r e c a l l t h a t Ur. Klem's t e s : i i o n / was 

t h a t a l a c k of market dominance by a c a r r i e r i n 

c o n n e c t i o n w i t h a g i v e n t r a i low was the same t h i n g 

as e f f e c t i v e competi...:. ,. , . ;;at t r a f f i c 

f 1 O W 1 

A I remember the s t a t e m e n t . 

Do you agree w i t h t h a t a n a l y s i s ? 

Yes, I agree w i t h i t , a g a i n , 

. t u a t i o n s . 

Q 

A 

j a o w u . 

& L . , i ' r f j O t i WtPORf!' 

•J W A'.4SHIHf,lv-
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Now, Dr. Klem a l s o t e s t i f l e d t h a t cne c o u l d 

assume a la c k o f market dominance and c o u l d be assured 

t h a t t h e r e was e f f e c t i v e c o m p e t i t i o n where r a i l r o a d r a t e 

l e v e l s were below 180 p e r c e n t o f the r a i l r o a d ' s v a r i a b l e 

c o s t . 

Do you r e c a l l t h a t Dr. Klem s a i d t h a t ? 

A Yes. 

Q Do you agree w i t h t h a t standard? 

A Yes. I am sure t h e r e are some e x c e p t i o n s 

t h e r e . But yes, I do agree w i t h t h a t s t a n d a r d . 

Q Okay. I n g e n e r a l ? 

A I n g e n e r a l . 

Q At the top o f page 13, s i r , you r e f e r t o 

r e l y i n g on the zone o f r a i l c a r r i e r r a t e f l e x i b i l i t y i n 

49 use, S e c t i o n 10707 A. 

Now, t h a t p r o v i s i o n which would r e g u l a t e 

p r i c e s m c e r t a i n c i r c u m s t a n c e s doesn't even come i n t o 

e f t e u n t i l a r a i . revenues ':>xceed 180 pe r c e n t of 

i t s v a r i a b l e c o s t ; i s n ' t t n a t corcecLt 

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

Q So you.. tcv;timonv. e-.'en as wr. '/ 

says, does i t n o t , t n a t i . 

p e r c e n t of the 's va 

A Tne r ; ' s • . 'i 
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says r e l i a n c e cn market f o r c e s . 

Q Yes, s i r . 

A And the zone of r a i l c a r r i e r f l e x i b i l i t y ; 

yes. 

Q Now, t u r n i n g back t o the tap o f page 10 o f 

your v e r i f i e d s t a t e m e n t , Mr. Moser. Now, I t h i n k we 

have covered about a l l we can about the e f f e c t s o f 

c o m p e t i t i o n i n i s o l a t e d i n s t a n c e s , so I want t o move on 

to the v i a b i l i t y o f o t h e r c a r r i e r s . 

Now, I guess the way t o do t h a t i s t o go t o 

Appendix E. Can we go back t o Appendix E, which i s the 

r e s u l t s o f your s h i p p e r survey? I n f a c t , perhaps you 

co u l d s t a r e oy — w e l l , never mind. 

I f you look a t 'ppendix E, page 4, t h i s 

r e p o r t s some o f the r e s u l t s o f your Kansk's sh^-pper 

surv e y , does i t not? 

A C o r r e c t . 

C Now, i f you look at the r e s u l t s i n l i n e B of 

page 4, t n i s asKS ^r,ippers -u.-..-.i, -ney the SFSP 

merger would le a d t o d e s t r u c t i v e c o m p e t i t i o n t o o t h e r 

cairier<-.. ,̂ nd s h i p p e r s who had an o; '» 

margin )L ob tv. - K . , OL n e a r l y J - / ... t... , ., .>...;-

merger would n o t l e a d t o d e s t r u c t i v e compe 

i r r 1 e • 

n t o 
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Q Th i s has been one o f the most c l e a r c u t 

responses i n your e n t i r e s h i p p e r s u r v e y , i s i t not? 

A There were not v e r y many c l e a r c u t responses i n 

t h i s s urvey. I t h i n k I have q u a l i f i e d t h a t i n terms o f 

how we use i t and the e f f e c t we t h o u g h t i t should have. 

Q Would you regard t h i s as a f a i r l y c l e a r c u t 

s tatement t h a t s h i p p e r s do n o t t h i n k t h a t the SPSF 

merger w i l l l e a d t o d e s t r u c t i v e c o m p e t i t i o n t o o t h e r 

c a r r i e r s ? 

A There are a couple o f t h i n g s t o c o n s i d e r . 

One, t h a t i s about h a l f of the t o t a l response. I don't 

know how t o e v a l u a t e the "don't know." I maybe s p l i t as 

w e l l i f we were t o go f u r t h e r . But most of the survey 

q u e s t i o n n i a r e s were sent t o Santa Fe s h i p p e r s who 

p r o b a b l y , I would e x p e c t , would n o t have the 

s e n s i t i v i t i e s o f a Katy or a Denver Rio Grande or 

whatever e l s e s h i p p e r i n mind. 

Q Ckay, s i r . 

Well now, could you turn to c r. .i j ^ . ̂  

appendix a t page 15? There r e p o r t i n the l a s t 

paragraph that. MKT e s t i m a t e s i t would on 

gross revenues annua^..j '̂s a r e s u l t or pernor and 

t h a t SFSP s t a t e s t h a t i t wi 

aresultofthe t• 

l i 
W^9^ 

1 PFP^C' 

2i. 
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A That's c o r r e c t . I was j u s t reporting the 

fi g u r e s in the appropriate statements. 

Q I assume that the reason you reported both 

f i g u r e s was because you b e l i e v e tnat the a c t u a l 

d i v e r s i o n impact w i l l be somewhere in between the two 

numbers. I s that r i g h t ? 

A I would expect the SFSP w i l l do an estimate 

that would not n e c e s s a r i l y be couched i n favorable 

terms, but would be one that i s r e l a t i v e l y favorable to 

them. I would expect the Katy would look at the more 

negative s i t u a t i o n when they do t h e i r a n a l y s i s . 

So yes. 

Q S i r , tce you aw^^re t h a t the MKT d i v e r s i o n 

e s t i m a t e i s based on the assumption t h a t SPSF would 

c l o s e a l l i n t e r l i n e r o u t e s wherever SPSF c o u l d g e t a 

s i n g l e l i n e r r longer l i n e haui? 

A Yea. 

C Now, s i r , we have talked about truck 

competition tor Kansas f r e i g n t c t a i i i C and source 

competition and other r a i l route competition. 

I n l i g h t o f a l l these c o m p e t i t i v e f a c t o r 

Kansas t r a t i i c , does i t seem a t a l l c ti as.j i.^io A. have 

an assumption t h a t SPSF woulc 

e r a i l route.s? 

, , t tl t y W O 'u A L -a i-. t: 

AtDFRSC-

20 f JOO 
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v i e w p o i n t on t h e i r assumptions. 

Q Yes, s i r . And I understand t h a t they d i d , but 

I'm a s k i n g you as an e x p e r t f a m i l i a r w i t h Kansas 

t r a f f i c , does t h a t assumption seem t o you t o be 

reasonable w i t h r e g a r d t o Kansas r a i l t r a f f i c ? 

A That's a broad brush c r i t e r i a , and I'm sure i t 

wouldn't a p p l y i n c e r t a i n i n s t a n c e s . 

Q Do you t h i n k t h a t the l a r g e g r a i n s h i p p e r s and 

b r o k e r s m Kansas have c o n s i d e r a b l e leverage i n d e a l i n g 

w i t h r a i l r o a d s ? 

A I t h i n k they have some l e v e r a g e . 

Q Do you expect t h a t the leverage t h a t they have 

would c o n t i n u e a f t e r the SPSF merger? 

A I t h i n k i t would. 

Q Wouldn't you expect m f a c t the s h i p p e r s t o 

use t h e i r l e v e r a g e t o r e q u i r e SPSF t o keep i n t e r l i n e 

r o u t e s and r a t e s open and c o m p e t i t i v e afte-^ merger? 

A Wo„ld yo" L i p e a t the q u e s t i o n ? 

Q Do you (. xpect t h a t tne --

JUDGE HOPKINi,: O f f the r e c o r d a minute. 

( D i s c u s s i o n o f f the tecozii. '--

JUDGE HOPKINS: BacK on the t : 

BY MR. WILSON: (R^su 

Q To repeat my q u e s t i o n , woui 

the l a r g e gra 

ALDERSON StPORTiNG i-U.MP-

n n ~i ( 
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t h e i r l e v e r a ge i f necessary t o r e q u i r e SPSF t o keep open 

i n t e r l i n e r a i l r o u t e s a f t e r the merger? 

^ I t h i n k they would express t h e i r o p i n i o n . I 

t h i n k they w o l d have some l e v e r a g e . They may not g e t 

a l l t h e r e s u l t s t h a t they would l i k e t o have. 

Q Okay. w e l l , now you u n d e r s t a n d , s i r , I am not 

.^n. t a t everv r a i l r o u t e would remain open a f t e r s u g g e s t i n g t ac e v e i j 

the merger. 

My q u e s t i o n r e a l l y i s . wouldn't you expect 

t h a t any e f f i c i e n t r a i l r o u t e , t o or from the s t a t e of 

Kansas, would remain open a f t e r the merger i n l i g h t of 

A i p v e r a u e of the s h i p p e r s ? the c o m p e t i t i o n and the le v e r a g e 

A Expecting r a t i o n a l i t y , 1 would say yes. 

v̂,=.»- t h f t r a f f i c d i v e r s i o n s t o Q Now, assuming t h a t the c r a i i - i . ^ 

the MKT are somewhere i n between tne cww r i g u r e s , $7 or 

* 1 r» m i - i i i o n i n d i v e r s i o n s , 
$8 m i l l i o n o f d i v e r s i o n s or $10 m i l l i o n 

wouldn't you thini-. t h a t MKT management f a c i n g the 

pro..,ect of l o s i n g a s u b s t a n t i a l amount o t t r a - . - -

SPSF would t r y t o reduce l o s s e s by c o m p e t i t i v e responses 

i n c l u d i n g r a t e r e d u c t i o n s ? 

A I expect they would. : '-a.n^ t h e r e i s some 

p a s t 

^e.timer ugh, t h a t they have don-

, V would be very d = 
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r a i l r o a d s d i d spur f u r t h e r c o m p e t i t i v e "responses such as 

r a t e r e d u c t i o n s or improved s e r v i c e , those c o m p e t i t i v e 

responses by o t h e r r a i l r o a d s would be of b e n e f i t t o the 

s h i p p i n g p u b l i c , would they not? 

A A p p a r e n t l y they would be o f b e n e f i t i n terms 

of 3ust the lower r a t e i n c r e a s e ; i f i t would a f f e c t the 

v i a b i l i t y o t the r a i l r o a d i t s e l f , then i n the long run 

i t may not be a r e a l b e n e f i t . 

Q Okay, s i r . W e l l , you have some t e s t i m o n y 

r e f e r - i n g e x c l u s i v e l y t o the Katy e s t i m a t e s o f damage. 

Now, i t the a c t u a l losses t h a t Katy were to i n c u r w c i l d 

be q u i t e a b i t l e s s than they e s t i m a t e , and the a c t u a l 

net revenue l o s s i s q u i t e a b i t l e s s than they e s t i m a t e , 

would i t be c o r r e c t t h a t you have not s t u d i e d whether or 

not those l o s s e s would be of a s u f f i c i e n t l e v e l t h a t 

they would narm Katy's c o m p e t i t i v e c a p a b i l i t i e s ? 

A I have not s t u d i e d t h a t . No. And I would 

h e s i * .e t o comment on that-, -on't have the a b i l i t y 

t o do the comparisons t h a t tney c o u l d . 

Q Okay. 

Now. t u r n i n g t o the c o n d i t i o n s • • ou 

su p p o r t t o some e x t e n t , I ' d i i K t t o asK you f i r s t about 

your concern f o r c o m p e t i t i o n 

imen t 
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At the bottom o f the page, pa^e 17, you s t a t e 

t h a t : "Should the merger endanger the v i a b i l i t y of t h i s 

l i n e by which you mean the Rio Grande's l i n e from Pueblo 

t o Kansas C i t y , a p p r o p r i a t e a'-tion should be taken by 

the Commission." 

You're not s a y i n g h e r e , are you, t h a t i n f a c t 

the SPSF merger w i l l endanger the v i a b l i t y of Rio 

Grande's l i n e between Pueblo and Kansas C i t y ? 

A I'm not s a y i n g t h a t . I do not have the data 

a v a i l a b l e t o analyze t h a t . 

Q Okay. s i r . W e l l , I ' d l i k e t o ask you a couple 

of h y p o t h e t i c a l q u e s t i o n s t h e n . The f i r s t i s , i f the 

evidence demonstrated uhat c o m p e t i t i o n and SPSF's 

c u r r e n t and ^ o i n t r a t e and r o u t e p o l i c y would work t o 

Keep the Ogden gateway open -.nd the r o u t e s and r a t e s 

c o m p e t i t i v e , would you see any need f o r any f u r t h e r 

c o n d i t i o n i n t h i s case t o ber lo Grande 

r a i l r d? 

A I t sounds l i k e you're l o o k i n g a t a p r i v a t e 

s e c t o r s o l u t i o n which i s a po i t y . I f i t v^ere 

cemons c r a cfcd , not so much t o r • .̂...ss to the Rio 

Grande and the I n t Comm 

cou l d agree w i t h yout 

Q o f, u , •> J. r . 

uaran teea 

ALDERSON K., 

20 f ST.. N.W., WASHINGTON 
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e f f e c t i v e c o m p e t i t i o n f o l l o w i n g the SPSF merger f o r a l l 

t r a f f i c moving over che Ogden gateway, then i n t h a t 

i n s t a n c e would you agree t h a t t h e r e i s no need t o have 

any a d d i t i o n a l c o n d i t i o n t h a t would b e n e f i t the Rio 

Grande? 

A Could you re p e a t t h a t , please? 

Q Yes, s i r . I f the ICC imposed a c o n u i t i o n i n 

t h i s Ciise t h a t guaranteed e f f e c t i v e c o m p e t i t i o n f o r a i l 

s h i p p e r s r o u t i n g t h e i r t r a f f i c over the Ogden gateway, 

would you agree t h a t t h e r e would be no need f o r any 

a d d i t i o n a l c o n d i t i o n b e n e f i t i n g the Rio Grande? 

A I guess t h e r e i s somewhat of a d i f f e r e n c e 

between e f f e c t i v e c o m p e t i t i o n t o s h i p p e r s and the e f f e c t 

on the r a i l r o a d , and I would have t o look a t most o f 

those t o g e t h e r . The s h i p p e r s may be s a t i s f i e d i n terms 

of having c o m p e t i t i o n , out t n e r e may s t - i . l l be some 

e f f e c t on the Rio Grande. 

Okay, I understand your prob. 

I f I would D u i l u i n t o my q u e s t i o n the 

a d d i t i o n a l assumption t h a t the v i a u i l i t y o f the Rio 

Grande would no- be brought i n t o q u e s t i o n , then asK the 

q u e s t i o n , i t tne i, u ippe i a •j-j^v.n gate.-;. -.• r e 

guaranteed e f f e c t i v e compet f c r t h e i r 

sed by the ICC and th 

tnat the viaoiiii-jf o i »•••'•• -> • 

. I • :r> • -Ik.' 5cpr-
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b r o u g h t i n t o q u e s t i o n by t h i s merger, then i n t h a t case 

would you agree t h a t the Rio Grande would not need t o 

have any o t h e r c o n d i t i o n s i n t h i s merge..? 

A Your h y p o t h e t i c a l i s s t a t i n g t h a t the Rio 

Grande would n o t be damaged a c c o r d i n g t o the ICC 

d e c i s i o n ? Or are you r e s e r v i n g t h a t i n i t s e l f ? 

Q Yes, s i r ; t h a t the v i a b i l i t y of the P.o Grande 

would not be put i n t o q u e s t i o n . They might l o s e some 

t r a f t i c , b u t they wouldn't l o s e so much t h a t t h e i r 

v i a b i l i t y would be t h r e a t e n e d . 

A I n tnose terras of e f f e c t i v e c o m p e t i t i o n as 

guaranteed t o the s h i p p e r s , I would say yes. 

Q Thank you. 

Now, t u r n i n g t o the MKT c o n d i t i o n s , I t h i n k 

I ' d l i k e t o go back t o the bottom of page 7 f.nd the top 

o f page 8 o f your s t a t e m e n t . 

There you l i s t a number of g o a l s , e i g h t g o a l s 

t n a t the s t a t e o f Kansas has used i n r a i l merger cases. 

I s t h a t c o r r e c t ? 

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

Q Anc t c o r r e c t t h a t these goals 

govern Kansas po 1 icyn. j ^ i. j - . r e s p e c t 

today ? 

A Yes, they do. 

Ai.r.'-
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number t h r e e , i s i t c o c c e c t t h a t a v i a b l e r a i l network 

which p r o v i d e s branch l i n e and l o c a l s e r v i c e s w i t h i n the 

s t a t e i s s t i l l c o n s i s t e n t w i t h the p u b l i c i n t e r e s t o f 

the s t a t e o f Kansas? 

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

Q Now, s i r , don't you t h i n k t h a t MKT's e n t r y 

i n t o H u t c h i n s o n , Kansas would p u t pre s s u r e on the SPSF 

and on Union P a c i t i c t o abandon branch l i n e s i n south 

c e n t r a l and southwest Kansas? 

A I t i s a p o s s i b i l i t y . I t h i n k the g r a i n system 

i t s e l f , the market, the way the g r a i n i s ha n d l e d , i s 

causing som?» pressure on branch l i n e s w i t h o u t the Katy 

i n f l u e n c e . 

Q Yes, s i r . But the Katy i n f l u e n c e would be an 

a d d i t i o n a l i n c r e m e n t a l p r e s s u r e over and above what 

you've j u s t r e f e r r e d t t o . Isn'r. t h a t r i g h t ? 

A I would expect so, but I c e r t a i n l y c a n ' t 

evalua^^e t h a t i n terms o f p e r c e n t or any va l u e 

whatsoever. 

Q Do you know how the MKT i n t e n d s t o o p e r a t e a t 

Hutch inson? 

A From re a . i . i . j A. u • . n , ^ .'..-el 

f o r i t , a l t h o u g h I wo 

: e r e n ^ 

25 ; 

I l l — I P m 



14,260 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

some changes i n terms o f t h e i r o p e r a t i t i g p r o c e d u r e s . 

Q Do you know what y a r d , r a i l y a r d , MKT i n t e n d s 

t o use i n Hutcninson? 

A I t ' s the C o t t o n B e l t y a r d , form-ir Rock Isl.^nd 

y a r d . 

Q Do you fo r e s e e any o p e r a t i n g problems a t 

Hutchinson as a r e s u l t of the use of t h a t r a i l yard? 

A I would expect t h e r e would be some o p e r a t i n g 

problems; yes. 

Q Do you know whether Katy i n t e n d s t o serve and 

s w i t c h the i n d u s t r i e s a t Hutchinson i t s e l f or t o r e q u e s t 

o t h e r r a i l r o a d s t o do t h a t wcrk f o r i t ? 

A I t h i n k they have s t a t e a i t on an e i t h e r or 

bas1s. 

Q I f the MKT i n t e n d s t o do the s w i t c h i n g i t s e l f , 

would you see c o n g e s t i o n and o p e r a t i n g problems from two 

r a i l r o a d s s w i t c h i n g the fac -s a t Hutchinson? 

A I've had an opportun review the 

Hutchinson yard and d i s c u s a w i t n some banta Pe o t l i - i a l s 

problems t h a - might oc 

I t a p p e a r e d t o m e t h a t 

some degree. IS liO. 

f,. • V',''-'.. urnr,!. ' - :ur. r r M P * 
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Now, s i r , a t the bottom o f page 15 o f your 

v e r i f i e d s t a t e m e n t , you s t a t e your concern t h a t the 

Hutchinson Topeka l i n e segment o f the SPSF might be 

abandoned a f t e r f i v e y e a r s ; i s t h a t c o r r e c t ? 

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

Q Now, would your concerns d i m i n i s h i f the SPSF 

o p e c a t i n g p l a n were changed and SPSF proposed t o 

c o n t i n u e the pr e s e n t SP Rio Grande r u n - t h r o u g h t r a i n 

o p e r a t i o n s a t H e r i n g t o n , Kansas? 

A I b e l i e v e t h a t would j u s c o p e r a t e over the 

H e r i n g t o n through Topeka p o r t i o n , which would a l l e v i a t e 

some of my concern t h e r e . Yes. i t would not a l l e v i a t e 

any concern f o r Hutchinson t o H e r i n g t o n . 

Q Would you t h i n k t h a t i f the SPSF haa thro u g h 

t r a i n o p e r a t i o n s over tne H e r i n g t o n t o Topeka . c o r t i o n of 

the l i n e , t h a t those o p e r a t ons. i n a d d i t i o n t o the need 

t o have a backup t h r o u g h r o u t e f o r the main l i n e t h r o u g h 

Kansas and the good c o n d i t i o n o f the l i n e c o u l d combine 

t o assure t h a t the l i n e would be r e t a i n e d a f t e r the 

merger ? 

A My conct i e s s , i s e x c l u s i v e l y 

u n d e r u t l i z a t i o n which would l e a d t o . n t . 

t h e A p p l i c a n t s ' a i i o n , 

. L a 1 I 11. £ e u u •„ c i i t . 

I f t h 

ALDERSOb 



1 4 , 2 6 2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

^2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

o t h e r usage which i s not i n c l u d e d therie , I would 

c o n s i d e r i t . But I ' d have t o know something about 

volume and type o f t r a f f i c and so on and so f o r t h . 

Q Wouldn't abandonment, r e q u i r e a c o s t d r a i n from 

the l i n e ? 

A Would abandonment -- would vou r e p e a t t h a t ? 

• A Wouldn't a p r e c o n d i t i o n t o aoandor.ment be the 

f a c t t h a t SPSF would n o t be able co recover i t s c o s t f o r 

o p e r a t i n g the l i n e ? 

A 5f es . 

Q And i s n ' t the f a c t t h a t the l i n e i s c u r r e n t l y 

i n very good c o n d i t i o n and would not be h i g h l y used 

a f t e r the merger an i n d i c a t i o n t h a t the c o s t o f 

m a i n t a i n i n g and o p e r a t i n g over the l i n e would be 

r e l a t i v e l y low? 

A I t n i n K t h a t ' s t r u e . 

Q Now, you do p o i n t out your u n d e r u t l i z a t i o n 

concern at the top of page lo wnere you .say that tht 

would be u n d e r u t i l i z e d trom the d t u i i u i - i a •.. ̂ - . J i - t-

t h a t the l i n e would f i t very w e l l i n t o the MKT's system. 

Now, haven't you : ircumstances here 

mdicatin>3 *. . .-J i a.-iu hrvi cu-.la neyut.i.iLK; ti.tise 

t r a c k a g e r i g h t s m the markecplac ^he 

t r a c k a q « 

AlPFP' 

2C 

"smmmM 
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A That's a p o s s i b l e s i t u a t i o n . 

I t h i n k i t might -- i f I c o u l d say something 

about t r a c k a g e r i g h t s , t r a c k a g e r i g h t s are the o n l y 

t h i n g t h a t we have, as a s t a t e p a r t y , had an o p p o r t u n i t y 

t o d e a l w i t h . I f t h e r e are o t h e r s o l u t i o n s t h a t would 

accomplish some o f the t h i n g s t h a t we have p u t t o g e t h e r 

and perhaps some o t h e r s , I would have no problem w i t h 

t h a t , i f they are a c c e p t a b l e t o the p a r t y and any nunber 

of o t n e r c a v e a t s . 

Q Do you agree w i t h P i o f e s s o r Baumol t h a t t h e r e 

i s a much b e t t e r chance t h a t t h e t r a c k a g e r i g h t s p r i c e 

w i l l be f a i r i f the p r i c e i s n e g o t i a t e d w i t h o u t the 

trackage r i g h t s b e i n g imposed as a c o u a i t i o n t o the 

merger ? 

A I t h i n k t h a t ' s p o s s i b l e . Anytime something i s 

imposed, t h e r e may w e l l be a problem i n terms of 

n e g o t i a t i o n s . 

Q What would the problem be? 

A The problem may be t h a t one i ^ t t i n.ay be 

f o r c e d t o accept a p r i c e t h a t they wouldn't wish t o 

have. on the o t h e r hand, i t i s d I t t o r e l y on te 

a b i l i t y o f two p a r t i e s t o n e g u t i a t e ana J >-. leve the 

d e s i r e d r e s u l t o u t s i d e some type of o r d e r . 

.,...w , on 

the two o t h e r c 

.«I DtRSON REPORTING 
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t r a c k a g e r i g h t s t o Beaumont i n t o Corpus C h r i s t i -- as I 

understand i t , the purpose o f these c o n d i t i o n s are t o 

g i v e MKT and OKT s h i p p e r s b e t t e r c o m p e t i t i v e access t o 

the Gulf Coast p o r t s than they en^oy t o d a y . I s t h a t 

r 1 g h t ? 

A Yes, t h a t ' s t r u e . And foe Kansas s h i p p e r s , 

not t o be f o r e c l o s e d on the a b i l i t y t o go t o those 

p l a c e s . 

Q Yes, s i r . We'l, Santa Fe , o f c o u r s e , doesn't 

go t o Corpus C h r i s t i today, does i t ? 

A That's cor r e c t . 

Q ?o Santa Fe's a b i l i t y t o g a i n access t o Corpus 

C h r i s t i would not i n i t s e l f be a c o m p e t i t i v e haim of the 

merger, out t h a t would be a compe t .L-c - ve b e n e f i t o f the 

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

A I t would be a c o m p e t i t i v e b e n e f i t t o Santa Fe 

sh ippe r s. 

Q Now, Southern P a c i f i c doesn't c a r r y any g r a i n 

from Kansas t o Beaumont today e i t h e r , does i t ? 

A They may c a r r y some, but . t ^ ^ u i a be a 

c i r c u i t o u s process. 

Q I t doesn ' ' car r i t 

amount of grai.'i to bu a aai *. i..'..> 

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

I -I 

: i e r n t 

20 F 
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access t o Beaumont ag a i n would be a c o m p e t i t i v e b e n e . i t 

t o Southern P a c i f i c s h i p p e r s and i t would not be a 

c o m p e t i t i v e harm; i s n ' t t h a t r i g h t ? 

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

Q Now, s i r , a t the oottom o f page 19 of your 

s t a t e m e n t and going on t o the t o p of page 20, you s t a t e 

" I t i s my view t h a t these c o n d i t i o n s w i l l not have a 

d e l e t e r i o u s e f f e c t on the SFSP system." 

Was t h i s assumption an i m p o r t a n t f a c t o r i n 

your d e c i s i o n t o s u p p o r t the MKT trackage r i g h t s 

c o n d i t i o n s ? 

A I t was i m p o r t a n t i n terms t h a t we are v e r y 

s t r o n g i n terms of w a n t i n g the merger. We t h i n k t h e r e 

are c e r t a i n b e n e f i t s t h a t w i l l be very good f o r Kansas. 

I f we f e l t these c o n d i t i o n s would be h a r m f u l t o the 

p o i n t t h a t i t would o v e r t u r n the merger, we would not 

have gone on r e c o r d s u p p o r t i n g them-

Q S i r , a f t e r you wrote and f i l e d your v e r i f i e d 

s t a t e m e n t , d i u you become aware t h a t tr,.. .^...uthern 

P a c i f i c l o s t $26.3 m i l l i o n i n the r. q u a r t e r of 

1985? 

A I nave neara . l a t . 

Has t h i s caused you coi 

1 a b i I i t y o -. 

o n c e r 

r e 
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l e a r n i n g t h a t ? 

A I guess i t i n c r e a s e d t o some degree. My 

a t t e n t i o n was again b r o u g h t t o a c o n d i t i o n I t h o u g h t was 

occur r i n g . 

Q I n f a c t , I b e l i e v e t h a t your s h i p p e r o p i n i o n 

survey r e v e a l e d t h a t improved f i n a n c i a l c o n d i t i o n o f the 

SFSP was p r o b a b l y the most i m p o r t a n t b e n e f i t t h a t 

s h i p p e r s foresaw from t h i s merger. I s n ' t t h a t r i g h t ? 

A I t h i n k t h a t ' s c o r r e c t . 

Q You a l s o r e g a r d the improved f i n a n c i a l 

c o n d i t i o n of the SFSP as one o f the p r i m a r y b e n e f i t s o f 

t h i s merger? 

A I t h i n k t h a t ' s i m p o r t a n t . 

Q And t h i s i s from t he p o i n t o f view o f the 

Kansas s h i p p i n g pub'ic t h a t i t ' s a l s o a b e n e f i t ? 

A That's c o r r e c t . That's my own p e r s o n a l view 

i n terms of t r y i n g t o put t o g e t h e r the ROCK I s l a n d 

s y s t e r i n Kansas and seeing the problems t h a t were 

caused a t t h a t t i m e . 

Q What do you t h i n k would l i k e l y happen t o 

South. '--. P a c i f i c ' s r \ - system i n Kansas i f too many 

co n d i L i u n a were imposed on t h i s merger ai...i St'oi- UiU not 

consummate the t r a n s a c t i o n ? 

A Would you r e s t r i 

s o u t h e r n Kansas^-
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Q Not n e c e s s a r i l y . what do you t h i n k would 

happen t o Southern P a c i f i c ' s r a i l system as a whole? I f 

you would l i k e t o answer i t , e i t h e r way you would l i k e 

t o answer i t , e i t h e r SP's r a i l system as a whole, or 

SP's r a i l system i n Kansas. 

A I'm having t r o u b l e f o l l o w i n g your q u e s t i o n . 

Would you please r e p e a t i t ? 

Q Okay. What do you t h i n k would l i k e l y happen 

t o Southern P a c i f i c ' s r a i l system, e i t h e r as a whole or 

w i t h r e g a r d t o t h e i r system i n the s t a t e of Kcnsas, i f 

to o many c o n d i t i o n s were imposed on t h i s merger and i t 

were not consummated? 

/ My problem i s you are s e p a r a t i n g o u t Southern 

P a c i f i c f r o n Santa Fe Southe'cn P a c i f i c . And I have 

t r o u b l e seeing them, the Sourhern p a c i f i c , w i t h 

c o n d i t i o n s w i t h o u t the merger. 

I see c o n d i t i o n s f o l l o w i n g an a l l o w i n g of the 

me r ge r . 

Q My q u e s t i o n i s not c l e a r . Let me t r y a g a i n . 

I f the ICC imposes t o o many c o n d i t i o n s on t h i s 

merger and SFSP does not complete the t r a n s a c t i o n , so 

t h a t Southern P a c i f i c has t o t r y to coiiipe^e as an 

independent r a i l r o a d , i i rcumstance what do you 

: 'p a r. ri e n t o t l . '.hern Pa 

I t i . ^ i i A i t w o u l d i ' iave .jme p t o I.J J. e ai a i . i 
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surviving. . 

Q would you f o r e s e e l i q u i d a t i o n o f the Southern 

P a c i f i c system? 

A I want t o make sure I'm f o l l o w i n g you. I am 

t h i n k i n g of t h i s m terms of the merger not being 

approved, the Southern P a c i f i c on i t s own, w i t h o u t 

c o n d i t i o n s . 

Q Think of i t i n terms o f too many c o n d i t i o n s 

A vKat- qpsp " o u l d not a f f o r d t o being imposed so t h a t b t & f -ouxu 

consummate the merger and SP i s on i t s own. 

i n t h a t s i t u a t i o n , would you f o r e s e e 

l i q u i d a t i o n o f the Southern P a c i f i c system? 

A I would expect t h a t t h e r e are a l o t of 

assumptions i m p l i c i t i n what you are a s k i n g f o r . 

Q Yes. 

A The Santa Fe SP being a s h a r e h o l d e r or the 

owner of the SP, I'm not sure what process would be 

f o l l - w e a t o l i q a i a a t e or . . . t . v e r e l s e . But I would see 

i t as being a problem. 

When you say c o n d i t i o n s i and too 

.... t — i i n a what i s too much i n much, I'm having t r o u D i e . i e i ^ u i n g wnat 

ternis of your q u e s t i o n . 

I have a f e e l f o r wh 

Okay - . 
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a l t e r n a t i v e t o MKT tr a c k a g e r i g h t s a c o H d i t i o n t h a t 

would assure e f f e c t i v e c o m p e t i t i o n t o MKT and OKT 

s h i p p e r s over Denison and D a l l a s r o u t e s and would assure 

e f f e c t i v e c o m p e t i t i o n f o r Hutchinson s h i p p e r s over 

Denison and D a l l a s r o u t e s , would you and the s t a t e o f 

Kansas c o n s i d e r t h a t c c n d i t i o i . p r e f e r a b l e t o the MKT 

trac k a g e r i g h t s you're s u p p o r t i n g ? 

A I would c o n s i d e r i t an a l t e r a t i v e . 

MR. WILSON: Thank you. Those are a l l the 

q u e s t i o n s I have. 

JUDGE HOPKINS: Ms. Mahon. 

BY MP. MAHON: 

Q Mr. Moser, I'm Kathleen Manon, representing 

the MKT. 

You have s a i d i n your a n a l y s i s on page 23 t h a t 

Katy access a t Hutchinson t o r e s t o r e the l o s s of a t h i r d 

c a r r i e r i s an i m p o r t a n t market. I s t h a t r i g h t ? 

A That's r i g h t . 

Q And then gc^ng on t o page 24, t n a t access 

t h e r e would - n e u t r a l i z e the a b i l i t y o f any c a r r i e r t o 

aqain ' t i e markets i t serves w i t h c o n t r a c t arrangements 

t h a t wculd a c t t o exciaoe the MKT.'" 

Is t h a t c o r r e c t ? 

A That's ; o r r 

Q A c o u p l e o i q u e s t i s j . i i i 
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F i r s t , you have had an o p p o r t u n i t y t o read Mr. 

F i t z g e r a l d ' s c r o s s e x a m i n a t i o n l a s t October on the 

s u b j e c t of Santa Fe g r a i n c o n t r a c t s , some of which have 

been e n t e r e d i n t o evidence as c o n f i d e n t i a l e x h i b i t s i n 

t h i s case? 

A I have read t h a t . I c a n ' t r e c a l l i t very w e l l 

a t t h i s p o i n t . 

Q Do you r e c a l l t h a t under the terms o f a 

c o n t r a c t such as the ones Mr. F i t z g e r a l d was t e s t i f y i n g 

about, the s h i p p e r agrees t o t.= nder t o the Santa Fe a l l 

of i t s t r a n s i t r a n shipments o f g r a i n t o Texas Gulf 

p o r t s served ay the Santa Fe from any Santa Fe o r i g i n i n 

Kansas, Oklahom.i, and s e v e r a l o t h e r s t a t e s ? 

A I r e c a l l t h a t . 

Q Do you r e c a l l t h a t those c o n t r a c t s a l s o 

r e q u i r e t h a t i n r e t u r n f o r g e t t i n g t h a t t r a n s i t r a t e , 

the s n i p p e r luust a l s o tender a minimum percentage of i t s 

n o n t i i s i t tonnage moving t o hose Gulf p o r t s ? 

A That's c o r r e c t . 1 remember t h a t . 

Q And do you r e c a l l t h a t sometimes the amount of 

f l a t tonnage t h a t had t o be tendered was as g r e a t as 95 

p ercent? 

A I don't re r the am 

t n e r e >.a3 an a., m t i n v o l v e d . 

Q AI, . r e c a l l 

ALDERSON REPORT J 
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t h a t the Santa Fe a t t h a t time had 13 such c o n t r a c t s ? 

A I don't r e c a l l the number, but I r e c a l l the 

f a c t t h a t t h e r e were c o n t r a c t s . 

Q Now. assume w i t h me t h a t one of the l o c a t i o n s 

from which the s h i p p e r i s r e q u i r e d under one of those 

c o n t r a c t s , under t h a t k i n d o f c o n t r a c t , i s r e q u i r e d t o 

tender a s u b s t a n t i a l percentage o f h i s f l a t tonnage as 

w e l l as a l l of h i s t r a n s i t g r a m i s Hu t c h i n s o n . 

And assume f u r t h e r t h a t a f t e r the merger, the 

Santa Fe Southern P a c i f i c ' s ; c o n t r a c t s have t h a t same 

re q u i r e m e n t . 

I f t h a t s i t u a t i o n p r e v a i l s and a s u b s t a n t i a l 

p o r t i o n o f those s h i p p e r s ' f l a t g r a i n a t Hutchinson i s 

r e q u i r e d t o be c a r r i e d by the SFSP, then no o t h e r 

r a i l r o a d can compete t o c a r r y t h a t g r a i n . 

Is Chat r i g h t ? 

A I would t h i n k t h e r e would oe the 

o p p o r t u n i t y f o r some g r a i n t o be c a r r i e d i t t r u c k 

or whatever t h a t another r a i l r o a d might have an 

o p p o r t u n i t y w i t h . 

I n t e r - - i o f y o u n e r e * 

o p p o r t u n i t y f o r -i r r ..i .. . . - - -snpete un' . 

grain is in the terminal and free o 

V But as t o the per. 

''ANY IHr 
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the shipper i s required under those c o f i t r a c t s to a l s o 

tender to the SFSP, as to that g r a i n , no other r a i l r o a d 

has an opportunity to compete for i t ? I s that true? 

A That'8 t r u e . 

Q So i f the SFSP makes such contacts with i t s 

major s h i p p e r s , then the MKT's access at Hutchinson 

alone wouldn't t o t a l l y n e u t r a l i z e the a b i l i t y of the 

SFSP to t i e the markets i t serves with c o n t r a c t s that 

would a c t u a l l y exclude the MKT, would i t ? 

A You tiay would t o t a l l y n e u t r a l i z e ? 

Q I t would not t o t a l l y n e u t r a l i z e . 

A I ' l l have CO ask you to repeat that again, 

p l e s e . 

Q I f the SFSP makes c o n t r a c t s such as the ones 

we have been d i s c u s s i n g w s maaor s h i p p e r s , tne 

Katy's access at Hutchinson alone wo. >t totally 

n e t u r a l i z e the ab the SFSP t markets i t 

serv th c o n t r a c t s that would act xclude the 

MKT. 

A ould not t o t a l l y n e u t r a l i z e i t . No. 

Q ,,at s: -he MKT be better 

ao 1 

1 y se :8t Kansas 
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S h i p p e r s . I'm not s u r e , though, t h a t -- w e l l , I t h i n k 

my a n a l y s i s shows t h a t I f e e l i t i s not w a r r a n t e d as 

such t o have a presence i n t h a t area. But t h e r e s t i l l 

i s an a b i j - i t i t o market t h a t the Katy would have, were 

they i n Hutchinson on a f l a t g a i n b a s i s . 

They would have t o compete such t h a t the f l a t 

c o n t r a c t or t i e d c o n t r a c t t h a t you mentioned c o u l d be 

overcome. 

Q How c o u l d i t be overcome? 

A I t would be i n terms o f j - r i c e . 

Q As t o the g r a i n t h a t i s t i e d t o the SFSP, how 

c o u l d t h a t --

A I t c o u l d n o t w i t h g r a i n t h a t i s t i e d t o the 

SFSP i f the shipp e r e n t e r s i n t o t h a t c o n t r a c t . I guess 

I'm say i n g t h a t the p o t e n t i a l s h i p p e r s who do not e n t e r 

i n t o those c o n t r a c t s , and t h e r e f o r e t h a t g r a i n would be 

f r e e t o move \s i t b e s t s u i t s the s h i p p e r . 

Q F i r s h i p p e r s iO not en t e r i n t o the 

contrac-.. .... SFSP? 

A R i j h t . 

Q t not t r u e t h a t s h i p p e r s view t r a n s i t 

g r a i n r a t e s as very d e s i r e 

A Yes. 

r l 
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A I t ' s an a d d i t i o n a l s e r v i c e ; yes. And t o be, I 

guess, f u l l y c o m p e t i t i v e i n the serse t h a t you use i t , 

i t would be d e s i r a b l e . But I don't t h i n k i t p r e c l u d e s 

e f f e c t i v e c o m p e t i t i o n . 

Q Would a r a i l r o a d t h a t i s a b le t o o f f e r t r a n s i t 

r a t e s have the c a p a b i l i t y o f being more c o m p e t i t i v e than 

r a i l r o a d t h a t has no g a t h e r i n g area and cannot o f f e r 

t r a n s i t r a t e s ? 

A I would t h i n k so. 

Q Do I gather c o r r e c t l y 'rom your t e s t i m o n y on 

pages 10 t o 11 t h a t the S t a t e supported the SSW's 

purchase o f the Tucumcari l i n e s p e c i f i c a l l y m o r d e r t o 

r e t a i n r a i l c o m p e t i t i o n i n southwest Kansas as w e l l as 

t o r e s t o r e s e r v i c e ? 

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

C I s n ' t the presence o f t r u c k c o m p e t i t i c t . i n 

southwest Kansas the reason tne S t a t e i s no longer 

concerned about the absence o f r a i l c o m p e t i t i o . . t h e r e 

a f t e r the merger? 

A I t h i n k i t ' s almost e x c l u s i v e l y t h a t . I f I 

can come back t o my experience when we wer- cons ag 

the Tucumcari l i n e a c q u i s i t i o n i n 1979, T n e l i e v e , we a t 

t h a t . r i e d t o gatner i n f o r m a t i o n troco our s h i p p e r s 

a s t o : e 3 . 

11 w a s a 1 mos t a t h a t 
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were n o t an a l t e r n a t i v e . And so a t fehar. t i m e , we f e l t 

t h a t the the r a i l a l t e r n a t i v e was e x t r e m e l y i m p o r t a n t . 

AS a p a r t of the r e s u l t s o f t h a t e x p e r i e n c e , I worked 

w i t h the Kansas Crop and L i v e s t o c k R e p o r t i n g S e r v i c e t o 

develop t h i s g r a i n m a r k e t i n g and t r a n s p o r t a t i o n study i n 

order t o get those k i n s of f i g u r e s , so we would know 

what the modal s p l i t i s between t r u c k and r a i l . 

The r e s u l t has been, I t h i n k -- w e l l , the 

r e s u l t has been t h a t we now have a t l e a s t t h r e e years.' 

worth o f f i g u r e s where we can make some r e a l 

comparisons. And the comparison t h a t came up a t t h i s 

time d i d i n f a c t o v e r t u r n my c o n c l u s i o n from a tew years 

ago t h a t t r u c k competitio.a i s e f f e c t i v e . 

Q And i s t h a t t r u e w i t h r e s p e c t t o t r u c k 

c o m p e t i t i o n f o r s h i p p e r s gomg from southwest Kansas t o 

the Gulf? 

A No. That's the s h o r t h a u l l e s & - t h a n - 2 5 0 - m i l e 

ma r i< e t . 

Q So w i t h r e s p e c t t .. King about wheat, i s 

t r u c k c o m p e t i t i o n , i s t h a t the o n l y reason or i s p ^ i t ot 

the reason your view t h a t ..he SSW and F do not 

compete i n ^ T--^---nn t of wheat • 

t o the Tf:' - . t i 
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sayi n g t h a t w i t h the t r u c k i n g a l t e r n a t i v e i n t h e r e f o r 

the s h o r t h a u l movements, t h a t t h a t has become very 

e f f e c t i v e and w i l l contim-e t o be e f f e c t i v e , and 

t h e r e f o r e t h e r e ' s not t h a t much damage. 

And I b e l i e v e I a l s o d i s c u s s e d w i t h Mr. Wil s o n 

the compensating b e n e f i t s which were p a r t o f my p e r s o n a l 

equ a t i o n . 

Q Now, on page 13 o f your t e s t i m o n y , you quoted 

the ICC's R a i l C o n s o l i d a t i o n G u i d e l i n e s , a p a r t of which 

reads: "Even i f the c o n s o l i d a t i n g c a r r i e r s do not serve 

the same market, t h e r e may be a l e s s e n i n g o f p o t e n t i a l 

c o m p e t i t i o n i n o t h e r markets." 

Do you remember t h a t ? 

A Yes. 

Q Do you t h i n k t h a t even i t i t were t r u e t h a t 

the SSW does n o t compete t b a g r ^ a t e x t e n t t o the Texas 

Gulf market from southwest Kansas, t h a t a t t n i s time the 

SSW p r o v i d e s a t l e a s t p o t e n t i a l c o m p e t i t i o n a t t h a t 

market through j o m t l i n e s e r v i c e ? 

A That's cor r e c t . 

Q Have you lookeo ou reviewed Mr. 

2 2 j j r t o t a n d ' s t e s t i m o n y on c r o s s e x a m i n a t i o ; - - ? 

A 1 h a v e . 

texpe 1 t h e S a n t . che r 
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p r e s e n t l y competing from southwest Kan.sas t o the Texas 

Gulf? 

A I r e c a l l h i s s t a t e m e n t . 

Q Do you d i s a g r e e w i t h h i s assessment? 

A I do not agree w i t h h i s assessment because he 

i s much more o f an e x p e r t on h i s own o p e r a t i o n than I 

am. I w i l l say t h a t I was not able t o f i n d those k i n d 

o f f i g u r e s i n my a n a l y s i s . 

Q I'm s o r r y . Did you say t h a t you do not 

agree? 

A I do not d i s a g r e e . 

Q Who would you say would have the more a c t i v e 

knowledge o f the c u r r e n t s i t u a t i o n on c o m p e t i t i o n t o the 

G u l f from southwest Kansas, Mt. Morand or you from your 

exper ience? 

A I t h i n k h i s e x p e r i e n c e i s overwhelming. He 

has many many years m the g r a m t r a d e . but I t h i n k he 

speaks f o r h i s own compa s own s i t u a t i o n as he sees 

i t . And my view would b- of an o v e r a l l view, which 

not o n l y incluu'ss g r a i n i n i>outnwest Kansas, but 

t h r o u g h o u t t i i e r e s t o f the S t a t e . 

I ' m n o -i. , 3 t h € 

f Mr . Morand i s c o r r e c t ai;o t i . t ' ..a. 

n P a c i f i c ..i 

I .1 

; o u c n V, 
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c o m p e t i t i o n i n southwest Kansas d i s t u r b you? 

A My c o n c l u s i o n s were t h a t i t would n o t because 

of compensating b e n e f i t s . The ma3or area I found t h a t 

t h e r e were some c o m p e t i t i o n or i s some c o m p e t i t i o n today 

i s the so u t h w e s t e r n d e s t i n a t i o n s f o r m i l o , and t h i s i s 

where my concern came i n . 

Q But l o o k i n g o n l y , f o r example, a t wheat t h a t 

i s going from southwest Kansas t o the Texas G u l f ? 

A My experience i s t h a t t r u c k i n g i s a very 

p o w e r f u l a l t e r n a t i v e , and I t h i n k t h e r e are some c h a r t s 

i n the t e s t i m o n y and the a n a l y s i s t h a t show how p o w e r f u l 

they r e a l l y are f o r the s h o r t hau. movements when 

t h e y ' r e able t o e n t e r a t e r m i n a l and get the ad"? tage 

of a r a i l c o n t r a c t . 

Q I f the 1982 d a t a or i f more r e c e n t data showed 

t h a t i n f a c t a s i g n i f i c a n t amount of g r a i n i s shipped 

rrom the Tucumcari l i n e a l l t he way t o tne Texas G u l f , 

would t h a t change your view of whether th s a need 

• m a i n t a i n r a i l c o m p e t i t i o n xn southwest Kansas? 

A I t c o u l d change my viv^w, l guess, a c c o r d i n g t o 

the amount; but i t wculd not change my view t h a t 

t r u c K i n g i s exf-T.-!--- - c o m p e t i t i v e . 

Q But extremely compet 

Fo r 
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p e r c e n t o f the g r a i n on the Tucumcari l i n e f l o w e d t o the 

Texas Gulf now? Would t h a t change your view? 

A I have t r o u b l e i n terms of d e a l i n g j u s t w i t h 

numbers. I f I had found 20 p e r c e n t . I would have looKed 

a t i t a l o t more deeply than I d i d . I d i d not f i n d 20 

p e r c e n t . I found a very s m a l l percentage. 

Q i n t h a t s i t u a t i o n , i f a s i g n i f i c a n t amount o f 

g r a i n on the Southern P a c i f i c l i n e were f l o w i n g t o the 

Texas G u l f , say, do you co n s i d e r 20 p e r c e n t a 

s i g n i f i c a n t amount? 

A Yes, I would say i t ' s s i g n i f i c a n t . 

Q A l l r i g h t . I f a s i g n i f i c a n t amount o f g r a i n 

were f l o w i n g from the Tucumcari I t n e t o the Texas G u l f , 

I take I t you would then c o n s i d e r t h a t t h e r e i s 

c o m p e t i t i o n between the Santa Fe and the SSW from 

southwest Kansas t o tne Gulf? 

A Yes. I guess i t would be a g r e a t e r degree 

t h a t I c e r t a i n l y c o n s i d e r e d when ' a n a l y s i s . 

Q And say i f the a b s o l u t e volume of g r a i n t h e t 

were moving o f f the Tucumca 

were over 1,4 loads a year, ^ you c o n s i d e r t a h t 

a s i g n i f i c a n t amount/ 
A I ' d have t o ^olum. 

. d e s t i n a t i 
Santa Fe woud b. 



14,280 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

74 

p o i n t s , i t would be a s i g n i f i c a n t amount of t r a f f i c . 

I am having t r o u b l e g oing f u r t h e r than the 

s i g n i f i c a n t . I n o t h e r words, i t causes some n o t i c e . 

Q I f those were the f a c t s , i f the data showed a 

s i g n i f i c a n t amount of d i r e c t c o m p e t i t i o n between the 

Santa Fe and the Southern P a c i f i c f c r g r a m i:rom 

southwest Kansas t o the G u l f , then would you s t i l l 

c o n s i d e r the l o s s o f t h a t r a i l c o m p e t i t i o n as 

i n s i g n i f i c a n t ? 

A I would s t i l l be l o o k i n g a t compensating 

b e n e f i t s as w e l l . And I t h i n k t h e r e are some t h a t are 

s u b s t a n t i a l . I guess I c a n ' t g i v e an answer u n t i l I 

r e a l l y have a good chance t o analyze those f i g u r e s . 

Q When you t a l k about t r u c k s being e f f e c t i v e 

c o m p e t i t o r s f o r wheat from southwest Kansas, I p r o p e r l y 

understand t h a t you're not t a l k i n g about wheat t h a t ' s 

moving a l l the way trom southwest Kant-c-. t o the Gulf? 

Is t h a t c o r r e c t ? 

A I t u i n k t h a t p r o b a b . , 

the . Now, i f the t r u c k t u r n s o u t t o be the f i r s t 

leg o f a c h a i n t h a t goes t o W 

H u t c h i o - , i t e V e n t u a 11 

V i)0 you're s a y i r 

3on , ar.i 

i o r 

I C O Ul i i O U t i 
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A Yes. 

Q And once i t gets t o H u t c h i n s o n , i t i t ' s t o 

move t o the G u l f , then t r u c k s are no l o n g e r c o m p e t i t i v e 

because o f the long move? 

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

Q Now, you've e x p l a i n e d i n your Appendix C on 

page 16 how the p r i c e of t r a n s p o r t a t i o n i s the most 

c r i t i c a l p a r t o f the eq u a t i o n t h a t d e t e r m i n e s how much 

the farmer i s p a i d f o r h i s g r a i n . 

Is t h a t c o r r e c t ? 

A That's c o r r e c t . what was the page a g c i n , 

please ? 

Q Page 16 o f Appendix C. 

A Thank you. 

Q So t h a t p u t t i n g aside e l e v a t o r margins th. t 

you i n d i c a t e d are f a i r l y s t a n d a r d , b a s i c a l l y the p r i c e 

paid t o tne tanner a t tne count-v e.^e-/a:-ot i ^ c «!.t̂ at ... 

the Gulf e x p o r t p r i c e , l e s s t r a n s p o r t a t i o n c o s t s . Is 

t h a t r i g h t ? 

A I wouldn't necessarij-y c o n i i r . t - i t t o the Gulf 

e x p o r t p r i c e . There may be a l o our m i l l e r 

i n v o l v e d ;on, or a proces 

When I look a t i t , 1 a i d not ^ - , 

a r e a s v:, n t pr 
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L. • i r r f <»=--oec i ̂ 11 ' i n t«rme of m i l o , i f be a l o c a l market. .̂ '̂ o. .'»upec i ̂ i 

I can go on a l i t t l e f u r t h e r 

g I am f o c u s i n g more on wheat here. Assuming 

t h a t the d e l i v e r e d p r i c e of wneat a t the Gulf i s f i x e d , 

would you be concerned i f the p o r t i o n o f t h a t p r i c e 

t h a t ' s p a i d t o the southwest Kansas farmer went down and 

the p o r t i o n t h a t ' s p a i d f o r t r a n s p o r t a t i o n went up? 

A Ye£. 

Q Have you s t u d i e d t r u c k i n g r a t e s i n s-outhwest 

Kansas i n any d e t a i l ? 

A I n some d e t a i l . I don't c o n s i d e r myself 

n e c e s s a r i l y an e x p e r t on the t r u c k i n g r a t . s . I have 

looked more, I guess, a t truckin'^j r a t e s i n n o r t h e a s t 

Kansas, which a l s o a f f e c t e d southwest Kansas. 

Q Now, assume h y p o t n e t i c a l l y the t r u c k i n g c o s t 

t o Hutchinson i s a h i g h p r o p o r t i o n of the t o t a l c o s t t o 

the G u l f . I n t h a t s i t u a t i o n , wou.ia i t ;,>t be an 

advantage t o the sh i p p e r t o have . - n s i t r a t e s trom 

the o r i g i n i n southwest Kansas t o the Gulf? 

A I f the t r u c K i n g r a t e i s a hi g h p r o p o r t i o n and 

al s o causes the ra ng t r a n s i t r a t e , t o be 1 
t r u c k i n g r a t e t h a t 

guess wha t T m r r 

J ' r e t a . j t*o u t wo u i.o e so v. 

r a 11; , -J '-̂  1 

,/• .••• 'I. •! r i V v e s . 
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Q I n t h a t s i t u a t i o n , w o u l d n ' t «outhwest Kansas 

s h i p p e r s a c t u a l l y b e n e f i t from the presence o t a r a i l 

c o m p e t i t o r on the l i n e i n southwest Kansas? 

A I f t h a t s i t u a t i o n were t o occur. 

Q And i s t h a t because, t o the e x t e n t t h a t 

t r a n s p o r t a t i o n c o s t s are lowered as a r a i l c o m p e t i t i o n , 

they c o u l d gt-t a h i g h e r p r i c e f o r t h e i r g r a i n ? 

\ Please repeat t h a t . 

Q I s t h a t because, t o the e x t e n t t h a t t h e 

sh i p p e r ' s t r a n s p o r t a t i o n c o s t s are lowered as a r e s u l t 

o f r a i l c o m p e t i t i o n , they would g e t a h i g h e r p r i c e t o r 

t h e i r g r a i n ? 

A Yes. 

ALDERSON REPOC 
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MS. MAHON: That's a l l I hl^ve. 

BY MS. DE SANTI: 

Q Mr. Moser, I m Susan DeSanti, representing the 

Denver and Rio Grande Western. I f the evidence in t h i s 

case were to show that the volume of t i ^ .. i c on the 

Pu'»t".o to Kansas C i t y l i n e were dropped s u b s t a n t i a l l y , 

for i n s t a n c e , 30 to 40 percent as a r e s u l t of the merger 

without the Rio Grande's condition, would that evi' ance 

be of concern to the s t a t e of Kansas? 

A I t w(;uld be of concern to the extent that i t 

would a f f e c t the future operation of tne Denver Rio 

Grande, of that l i n e . In my opinion, that i s the major 

portion of the t r a f f i c , and to a great deqr«>e would 

probably help support the l o c a l s e r - . - . ts xded by the 

Missouri P a c i f i c . 

MS. DE SANTi: That"a a l l I have. Your Honor. 

JUDGE HOPKINS: Mr. Ratner. 

f 

J Mr. Moser, my names i s James Ratr 

the United s t a t e s Department of J u s t i c e . 

In response to a quest the 

A p p l i c a n t s , you re; 

you s a i d i'̂ . - . . > oe bettet 

. lems. 

•membt-

At DERSON HlPOfi 
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A T h a t ' s r i g h t . 

Q What do you mean by " s i g n i f i c a n t " ? 

A I guess - s i g n i f i c a n t " in these terms. I had 

problems previo u s l y with .he word " s i g n i f i c a n t . " To the 

degree that I think i t would cause an e f f e c t , l o s s of 

competition, i t would be a market-dominant s i t u a t i o n oc 

a monopoly s i t u a t i o n . 

Q I f a s i t u a t i o n causes an i n c c e j s e in macket 

power on behalf of the merged firm which i s short of 

monopoly, do you consider that « s i g n i f i c a n t competi' 

problem? 

A Well, on an i n d i v i d u a l s i t u a t i o n . My a n a l y s i s 

found that there was i n many cases macket power, 

wometimes i t was very nigh m terms ot the Santa Fe was 

caccying 100 percent today, and that's very high macket 

powe r . 

Q You mean a high market • k •> t 

powe r ? 

A That' 

to some market power. 

Q 3 h i g h m a r i < w e i s f 

vou cons ider that a s i g n i f i c 

. . . . . ^. J. J J ... <• 

compet i t ive problem. 
A i a i n , 

. e • 8 a . 

ALDERSON m 
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i t ' s something that T consider a problem and something 

that I f e l t I should ' O O K i n t o . 

Q Also in d i s c u s s i o n with Mr. Wilson, c o r r e c t me 

i f I'm -- I'm paraphrasing here, so c o r r e c t me i f I'm 

wrong — you i n d i c a t e d that the Depactment of J u s t i c e 

scceen used in t h i s case might i d e n t i f y or include some 

flow, that were i n f a c t not a competitive problem. 

Do you cemembec saying something l i k e that? 

A Yes. 

Q Which flows are those? 

A I was responding to a h y p o t h e t i c a l . So 

Q I'm s o r r y . I didn't take the question as a 

hyp o t h e t i c a l qut^stion. I thought i t was a s p e c i f i c 

question askeu about the s p e c i i ^ lology that was 

used by the Depactment in t h i s case, and that you 

i d e n t i f i e d , or t.'.at the Department i d e n t i f i e d some flows 

that were not a compe 1111-v problem. 

A I thought he s a i d "might 

m terms of the t e s t i t s e l f . 

y So 13 I t your t^ t iinor. v — 

A ilk, on the other h.> 

t e s t might miss some that were a problem. 

Q So that tn1s 13 c i e a r , . • 

are no Depa'tment 

some, 3ust 

that my 

ALDERSON REPORTING COMPA 
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t e s t i m o n y , which i n f a c t do n ot m d i c * t e a c o m p e t i t i v e 

pr oDlem? 

A Are you a s k i n g f o r tht*. ones t h a t I f e e l do not 

or the ones t h a t I f e e l do? 

Q I'm asKing i f you know of any t h a t were 

i n c l u d e d i n t . ^ . i Department t e s t i m o n y which do n o t . 

A Yes. 

Q Yes, t h a t i;? your t t i t i m o n y , you do liOt know? 

A Yes, I do know. 

Q Which f l o w s are the ones t h a t were i n c l u d e d 

which do not i n d i c a t e a c o m p e t i t i v e problem? 

A I would say s a l t from the W i c h i t a BEA would be 

one. 

Q Any o t h e r s ? 

A I had some problem corn i n p a r t i c u l a r , 

o u t o f Topeka. I t h i n K I had some problems w i t h a nimal 

f a t s or t a l l o w ana - the W i c h i t a BEA. 

Q S t a r t . t h sa om W'.chita. what i s your 

b a s i s f o r havi.\g problems? 

A There are on.ty n..<ie i ^K.. J <ii m the area. 

Two are i n H u t c h i n s o n . One i s i n A l l i a n c e . Bo ^ are 

s e r v e d b y ue, a n d M i s 

f a c 111 c . A a o i. t U i l i, -> i- • ^ ' '-̂  

r e c t 

ALDIRSON REPORTIh 
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Q I f the market share f o r M i s s o u r i P a c i f i c was 

around 40 p e r c e n t , then the market share f o r Southern 

P a c i f i c and Santa Fe combined would be 60 percent? 

A I b e l i e v e . I f my memory i s c o r r e c t , t h a t 

would be r i g h t . 

Q Do you co.isider y o u r s e l f a q u a l i f i e d e x p e r t i n 

i n d u s t r i a l o r g a n i z a t i o n economics? 

A No. 

Q I s I t your t e s t i m o n y t h a t and t h i s i s 

h y p o t h e t i c a l -- t h a t i f you had a merger, i f you had a 

market w i t h t h r e e f i r m s m i t , w i t h 44 p e r c e n t o f the 

market and 43 p e r c e n t of the market and 13 percent of 

the market r e s p e c t i v e l y , and the two l a r g e f i r m s merged, 

l e a v i n g a share o f 87 f o r the large.- f i r m and I J r o r tne 

othe r f i r m , t h a t i n d u s t r i a l o r g a n i z a t i o n economics would 

not suggest t h a t t h e r e * ^ ̂. be i n c r e a s e d economic harm 

a s s o c i a t e d w i t h t h a t merger? 

MR. IRMMN: Your Honor, the witne:. 

s t a t e d he doesn't consider h i m s e l f ar e x p o r t i n t h a t 

f i e l d . 

JUDGE HOPKINS: What about t h a t , N 

MR. RATNER: F a i r enough. 

JUDGE HOPK 

BY MR. RA'i 

is, nFH<;'''' 

20 F 



1̂  v%'- '*«»£is&-''r̂w«.'»j?"' < 

14 289 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

^h;,t t h a t merger would not cause an economic t e s t i m o n y t h a t tnac meiyci. 

harm? 

A same c r i t e r i a ? My own view? 

Q Yes, your own view. 

A Yes. That's a p o s s i b l e problem. I t ' s one t h a t 

I would look i n t o i f I sound i t i n my a n a l y s i s . 

Q I s n ' t i t c o r r e c t t h a t u s i n g the screen you 

. 1 ^ not Rhow UP as a p a r t i c u l a r used, t h a t merge- would not show up 

problem? 

A 87 percent? 

Q Yes. 

A I t h i n k I t would. I am t h i n k i n g my f i g u r e s 

are 86 p e r c e n t , or" my mean p l u s s t a n d a r d d e v i a t i o n . 

Q I have now l o s t the page where you i d t u t . L i e d 

the f i g u r e s . 

A 87.79. Anu a r - c o r r e c t m the way you 

or,^r,-»nt wouia nave l a l i e n o u t s t a t e d t h a t q u e s t i o n . p e r c e n t woux 

of y screen. 

. ^ ... 1 me t n a t n e v e r t h e l e s s Q But ao you a^ie^.- - - o " ̂  

t h e r e might be very s i g n i f i c a n t econo..c narm t h . t c o u l d 

w •> r a lo e 1 ines o f the 
occur as a resul*^ 

h y p o t h e t i c a i exanij-i.^ 1 gave . 

h '.'here ; 

anal 

f w'f 9^ ^ w 911^1^/91 ̂ m^^ ^9 
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t h i n k i t ' s the second s e c t i o n , you »ee the sentence t h a t 

says e i t h e r the o r i g i n s or d e s t i n a t i o n s or bot h were 

d i v e r s e , ar.d s i g n i f i c a n t i n t e r l i n i n g was p r e s e n t . 

A Yes. 

Q What do you mean by " d i v e r s e " 

A I .}ts o f d e s t i n a t i o n s or l o t s of o r i g i n s . I 

t h i n k p e r t o f -- i f l can go on a l i t t l e b i t , p a r t o f 

the d i s t i n c t i o n I had t o make when I made t h i s a n a l y s i s 

was the f a c t t h a t we were c u t t i n g Kansas o u t of the 

whole United S t a t e s . 

Whatever we d i d , we were o n l y d e a l i n g w i t h 

p a r t o f the market. So when I founa t h a t what I f e l t 

was a market t h a t was a l a r g e one, ana even i n Kansas 

d e s t i n a t i o n s or o r i g i n s were d i v e r s e , I f e l t t n e r e wa^ 

l i t t l e chance f o r e x e r c i s i n g market power. 

Q When you say i n the sentence j u s t p r i o r t o 

t n a t , "No in s t a n c e s o t a n t i c o m p e t i t i v e impacts were 

fcund a t t h i s l e v e l , " a t e you r e f e r r i n g s o l e l y t o 

prooleras w i t h i n Kansas? 

A Yes. 

Q When y o u r e f e r t o o r i g i n s o r < 3 e s t i n a t i o n s i n 

t h e s e n t e n c e on oaqe 1 , a r e y o u r e f e --O 

: J. L ,.s o r d e tj 11 ; i a t i o n a J. i'. A a n s a.) . 

A No , n o t n e c e i 

Q r e f e i m s a n d 

ALOf- I 

ppppi 
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1 d e s t i n a t i o n s i n the U n i t e d States? 

2 A I c o u l d have been. But I'm l o o k i n g a t the 

3 impact on the Kansas atarket. 

4 Q Did you e v a l u a t e the c o m p e t i t i v e e f f e c t o f 

5 t h i s merger on a l l o r i g i n s and d e s t i n a t i o n s i n the 

6 Un i t e d States? 

7 A No, 

8 Q Did you e v a l u a t e the c o m p e t i t i v e impact of 

9 t h i s merger on o r i g i n s and d e s t i n a t i o n s i n l o c a t i o n s 

10 o t h e r than Kansas? 

11 A No. 

12 Q . Did you e v a l u a t e the c o m p e t i t i v e i m p l i c a t i o n s 

13 o f t h i s merger on a f l o w b a s i s ? Or d i d you e v a l u a t e i t 

14 by l o o k i n g sc.i.ely a t o r i g i n s and s o l e l y a t 

15 d e s t i n a t i o n s ? 

16 A Looking s o l e l y a t the t r a f f i c , w a y b i l l t r a f f i c 

17 sample, and r e v i e w i n g -- i n t h i s case, I looked a t the 

18 t o u r - d i g i t l e v e l and went f u r t n e r t o the s e v e n - d i g i t 

19 l e v e ^ and then looked f o r o r i g i n s and d e s t i n a t i o n s , 

20 major f l o w s and so on. 

21 Q I underatana. but i n l o o k i n g a t tha w a y b i l l 

22 d a t a , d i d you take a p a r t i c u l a r o r i g i n a t i o n / d e s t i n a t i o n 

23 movement, or d i d you look at c o m p e t i t i o n a t o r . 

24 c o m p e t i t i o n a t de s 11 na t i o n s 

25 I A : IJ ii:,.. t: t 1 1 1 o n a 

ALDERSON RV 

2 0 F ^ W H : 11. 
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d e s t i n a t 1 b n s . 

Q I s i t c o r r e c t t h a t you d i d no f l o w a n a l y s i s a t 

a l l ? Flow a n a l y s i s meaning o r i g i n t o d e s t i n a t i o n 

ar.alys i s ? 

A Only i n r e s p e c t t o whe-»t and m i l o . 

Q When e v a l u a t i n g c o m p e t i t i o n a t the o r i g i n , d i d 

you make an assumption t h a t the producers a t the o r i g i n 

f a r e supply cu...-es t h a t are not upward s l o p i n g ? 

A Did I make t h a t assumption? 

Q Yes . 

A No, I d i d not make t h a t assumption. 

Q Did you c o n s i d e r i n any way tne supply curves 

t h a t producers f a c e d a t the o r i g i n ? 

A No, I d i d n o t . 

Q On page 7 o f the a n a l y s i s , you r e f ^ r t . trucK 

c o m p e t i t i o n b e i n g s i g n i f i c a n t and e f f e c t i v e . Do you see 

t h a t ? 

A Yes. 

Q I s the b a s i s f o r saying t h a t the t e s t i m o n y of 

Dr. David Anderson? 

A In c:i r t i c u i a r , yes. borne o t t h a t , and 

some of my own a x p e r i e n c e . Some i n t e r - ^ i t h 

sh i p p f ' f s . t o o , I should add. 

,̂  I n Appenaix a, tax r^- - -

L n d b t 

t ' .1 
1 

• l l i B i l i l — i i ^ l D l ' 
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A Could I i n t e r r u p t and add t h a t I a l s o read the 

oth e r a p p l i c a t i o n s , the i n c o n s i s t e n t a p p l i c a t i o n s , and 

co n s i d e r e d those v i e w p o i n t s ? 

Q Sure. 

I n Appendix B on page 1, which was I t h i n k 

what I c o u l d n ' t f i n d b e f o r e , you r e f e r r e d t o the itean 

and s t a n d a r d d e v i a t i o n . 

Where does t h a t approach come from? 

A I t ' s a s t a t i s t i c a l method. 

Q What was -- d i d you c o n s i d e r u s i n g any o t h e r 

s t a t i s t i c a l method, o t h e r than the one you chose? 

A Yes, I d i d . 

Q What o t h e r methods d i d you c o n s i d e r ? 

A I c o u l d have used s t a n d a r d e r r o r of the 

e s t i m a t e . T"-• g seemed t o be i p p r o p r i a t e i n a couple o f 

ways. F i r s t o f a l l , I t h i n k I t e s t i f i e d e a r l i e r , t h a t 

SF c o n t r o l s -- " c o n t r o l " may not be the r i g h t word --

but has a g r e a t number of o r i g i n s and d e s t i n a t i o n s i n 

the t a t e , and n a t u r a l l y c a r r i e s a good amount o l 

t r a f f i c . 

sn ' t s u r p r i s e me t h a t the mea . . 

as h i g h . I was l o o K i n g f o r a method t o h e l p me s o r t out 

the ones t h a t m'ght be a problem, _ i^t th» 

•with the ... J.- - ; : .dominance would be, an<.i t' 

2b 

20 

SON REPOI* 

A S H I N G T C . 
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Q I s n ' t i t c o r r e c t t h a t where merging f i r m s have 

hi q h s h a r e s , i t ' s an area where a p o l i c y m a k e r should be 

very concerned abou. a l l c w m g the merger because t h e r e 

are p o s s i b l e economic -- t h e r e i s p o s s i b l e economic harm 

t h a t c o u l d r e s u l t ? 

A Should be very concerned; yes. 

Q So i s n ' t i t c o r r e c t t h a t the f a c t t h a t you 

s t a r t o u t w i t h h i g h shares i s a somewhat i n a p p r o p r i a t e 

screen -- s t r i k e t h a t . Let me s t a r t o v e r . 

I s n ' t i t c o r r e c t t l a t i t i s not n e c e s s a r i l y 

a p p r o p r i a t e t o exclude shares t h a t are h i g h , y e t below 

some of the mean and s t a n d a r d d e v i a t i o n i f you were 

concerned about a l l markets where t h e r e are r e l a t i v e l y 

h i g h shares o f the f i r m s p a r t i c i p a t i n g ? 

A I t may not be n e c e s s a r i l y a p p r o p r i a t e . I t ' s 

the screen t h a t I used. 

I might add a second p a r t o f t h e method. I f I 

found some s i g n i f i c a n t t h i n g s , tnese would i n my own 

opin.on have t o be the ones where market dominance would 

show up. And they d i d not t o me. 

I t 1 nad tounc some, 1 prooauxy would have 

gone t o a lower l e v e l . 

Q Have you done any a ° 

you t h a t a r a i l share unaei o; , - uggest 

ALDERi 

20 F ST.. N,W„ WA-.-i, 
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A Under 87 p e r c e n t would not? 

Q You d i d n o t und e r s t a n d my q u e s t i o n ? hsz J. 

r a i l r o a d w i t h market share under 87 p e r c e n t . Have you 

done any study t h a t i n d i c a t e s t h a t such a r a i l r o a d would 

be, f o r excmple. very u n l i k e l y t o have n a r k e t power? 

A No, T. nave not dOi?e such a study 

Q Have you done any stu d y o f the c o r r e l a t i o n 

between r a i l share and market power? 

A No study m y s e l f . I have read some 

l i t e r a t u r e . 

Q Did you review any stu d y t h a t e v a l u a t e d a 

c o r r e l a t i o n between snare and market power f o r purposes 

of d e c i d i n g upon che t e s t t o use, which was the sum o f 

mean and st a n d a r d d e v i a t i o n ? 

A I read some t h i n g s . I can' t g i v e you a 

source. But I don't know t h a t any of them c i t e d t h i s 

p a r t i c u l a r method. 

Q On page 2 o t Appenaix 3, t o use the f i r s t 

example o f STCC 2033, i t i n d i c a t e s SFSP r a i l market 

share . 9 3 . 4 7 . 

That's a market share o f wnat? 

A Tnat's 93.47 p e r c e n t of the ,e. 

Q Toniage I ' m asK ou, wi -le 

mar ke t ? 

A Tnese are Ka, 
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d e s t i n a t i o n s . 

Q I n t h i . case. . . p r i m a r y d e s t i n a t i o n s ar« 

Kansas d e s t i n a t i o n . . Does t h a t mean t h a t the SFSP r a i l 

market share o f a l l Kansas d e s t i n a t i o n s f o r t h i s 

commodity i s 93.4" percent? 

i \ That' s r '.ght. 

Q You make a c o n c l u s i o n a t the bottom t h e r e 

wi.ere i t says merger has uo a n t i c o m p e t i t i v e e f f e c t . 

To what e x t e n t i s t h a t c o n c l u s i o n based on 

David Anderson's e x h i b i t lS-10? 

A I t h i n k o n l y t h a t I looked f o r some a s s i s t a n c e 

w i t h the t r u c k i n g share or the amount o f t r u c k i n g t h a t 

took place from C a l i f o r n i a i n t h i s case. 

His a n a l y s i s showed t h a t f o r STCC 20, i t was 

e f f e c t i v e . 

Q Do you know how mucn t r u c k i from C a l i f o r n i a 

t o Kansas occurs f o r STCC 2033135, which i s the focused 

commod i t y ? 

A No, I do n o t . 

Q Do you know how nnuch t r u c k i n g occurs i n STCC 

code 2033 from C a l i f o r n i a t o Kansas? 

A say V. 

terms 1 tr ink I face the same sit ,ere * 

d i d £ e V e r a J. y e a r a a r a i n , w n e r 

7 b 

20 f i l . , N W.. A A J M I N . 



14297 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

form. 

I d i d n ' t f e e l i t was necessary or even 

p o s s i b l e t o go t o a survey method, so I r e l i e d on the 

word o f s h i p p e r s . 

Q Can I assume f o r STCC code 2038 and 2039 as 

w e l l t h a t you have no idea how much of e i t h e r o f those 

moved by t r u c k ? 

A The few s h i p p e r s I t a l k e d t o . t h e i r f e e l i n g 

was 100 p e r c e n t i n LTL movements. 
Q I f i t was 100 p e r c e n t , how can t h e r e be any 

r a i l market share a t a l l ? 

A E v i d e n t l y these s h i p p e r s d i d n ' t s h i p by r a i l . 

Q Did you t a l k t o any s h i p p e r s who d i d s h i p by 

r a i l f o r any of these t h r e e commodities? 

A No. I took a few days, n o t even days, a few 

hours and made a few phone c a l l s , t r y i n g t o i d e n t i t y 

s h i p p e r s i n t h i s c a t e g o r y . I used the Kansas D i r e c t o r y 

of M a n u f a c t u r e r s . 

Of the I was able t o l o c a t e , which was 

two or t n r e e m t h i s area - t h e r e a r e n ' t very m. 7 m 

the f . l::ce -- those were the responses 1 rece.veu. 

Q You've i n d i c a t e d . I t h i n k i n response t o 

q u e a t i o . . oy Mr. W i l s o n , an.. : m pr. answers t o 

me, t h a t you b e l i e v e a lack e t u...,>mance ..... .. 

e c o m p e t i t i o n . 

20 f s 

M DERSON R 
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I s t h a t c o r r e c t ? 

A Yes, i t i m p l i e s t h a t . 

Q What do you mean by e f f e < : t i v e c o m p e t i t i o n ? 

A E f f e c t i v e c o m p e t i t i o n i n terms of the 

i n a b i l i t y o f a sh i p p e r t o r-aise p r i c e s above c o m p e t i t i v e 

l e v e l and keep them a t t h a t l e v e l f o r a long p e r i o d o f 

t ime . 

Q By market dominance, you mean market aommance 

as i t i s d e f i n e d i n the ICC Act? 

A I would assume so, a l t h o u g h I can ' t r e c a l l 

i t . But i t r e f e r r e d t o the sources. 

Q Do you a l s o b e l i e v e t h a t i f a r a i l r o a d ' s r a t e 

i s below 180 p e r c e n t o f i t s v a r i a b l e c o s t , t h a t i m p l i e s 

t h e r e i s e f f e c t i v e c o m p e t i t i o n c a < i n j ^ l a c e ? 

A I t ' s an i n d i c a t i o n or a measure t h a t the 

I n t e r s t a t e Commerce Commission uses. I'm not sure i t ' s 

e v e r y t h i n g . 

Q I understand where i t ' s come from. I'm as k i n g 

you i f t h a t i s your b e l i e f . 

A I t'-'ink 'here . .•. .... p l a c e s , o t n e r 

f a c t o r s t h a t e nter i n t o i t . 

Q Suppose tomorrow a l l m 

wherever they are t o 180 pe r c e n t of v a r i a b l e ccs . ». 

imony t h a t t n e r e wc 

arm t h a t woui 

ALDERSON REPORTINC, COMP.: 

WASHINGTON, 1 
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increase? 

A I t h i n k t h e r e would be a r e v o l u t i o n . I t 

would amount t o a l o t o f change i n a l o t o f a r e a s , 

Q Could you answer my q u e s t i o n s p e c i f i c a l l y i n 

terms o f economic harm? 

A W e l l , the h i g h e r t r a n s p o r t a t i o n r a t e would 

cause a change i n the p r i c e which would be moved along 

t o both s h i p p e r s and r e c e i v e r s , b uyers, whatever e l s e , 

and would p r o b a b l y cause - u n l e s s t h e r e was the a b i l i t y 

t o move t o t r u c k t r a n s p o r t a t i o n , which t h e r e may w e l l be 

i n some markets. 

Q You i n d i c a t e d i n response t o Mr. Wilson 

s o u t h e r n P a c i f i c ' s f i n a n c i a l c o n d i t i o n i s a concern t o 

you. 

A Yes. 

Q .-re t h e r e methods f o r i m p r o v i n g Southern 

p a c i f i c ' s - i n a n c i a l c o n a i t i o n o t h e r than merging w i t h 

Santa Fe? 

A I would assume t h e r e would be. And I c a n ' t 

p r e d i c t tne e x t e n t . I know t h e r e are d i f f e r e n t 

p r a c t i c e s i n j u s t Southe.n Pac '^^ w e l l 

make some d i f f e r e n c e . 

Q I s I t a l s o iJOj -«- t h a t 

the n a n c i a l c o n d i t i o n Ly merging w i t h a r 

rt.hPT than Santa Fe? 

ALDERSON REPO-

n n T n 
Ll u I u 
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A That's p o s s i b l e , but I c e c t a i n l y don't have 

the i n f o r m a t i o n t o answer t h a t t h a t I do m t h i s case. 

I'm answering t h a t i n terms o f e v e r y t h i n g i s p o s s i b l e . 

MR. KATNER: I t h i n k t h a t ' s a l l I have. Thank 

you v e r y much. 

JUDGE HOPKINS: Any r e d i c ^ c t ? 

MR. SHEIRMAN: J u s t one q u e s t i o n . 

BY MR. SHEIRMAN: 

Q Mr. Moser, Mr. Ratner asked you f o r I t h i n k 

i t was a d e f i n i t i o n o f e f f e c t i v e c o m p e t i t i o n . I t h i n k 

you s t a t e d t h a t i t was the i n a b i l i t y o f a s h i p p e r t o 

r a i s e r a t e s above a reasonable l e v e l f o r a long p e r i o d 

of t i m e . 

I s t h a t what you meant t o say the i n a b i l i t y 

- 1 a s h i p p e r ? Do you r e c a l l t h a t q u e s t i o n ? 

A Oh, excuse me. I d i d n ' t c a t c h i t a t t h a t time 

e i t h e r . So, not the i n a b i l i t y of the s h i p p e r . I n t h i s 

case. I t would be the i n a b i l i t y o t the c a r r i e r . 

MR. SHEIRMAN: Thank you. 

JUDGE HOPKINS: Anything f u r t h e r ? 

You a t e e x s u -

(Witness excused.) 

MR. iHEIRMAN: Your Honor, - t o move 

the admission o f KANS-8. 
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r e c e i v e d i n t o e v i d e n c e . 

Before we recess f o r a p e r i o d u n t i l next 

month, I ' d l i k e t o make c e r t a i n f o r the r e c o r d t h a t the 

v e r i f i e d s t a t e m e n t s f i l e d a t the stage of the 

pr o c e e d i n g , as w e l l as those s u b m i t t e d a t o t h . r stages 

of the p r o c e e d i n g , have not been withd r a w n and t o wnich 

t h e r e was no c r o s s - e x a m i n a t i o n are hereby r e c e i v e d i n 

evlae nee. 

There were q u i t e a few t h a t have been 

s u b m i t t e d . I don't want t o have any q u e s t i o n t h a t 

t h e y ' r e i n the r e c o r d . 

A l s o , a t v a r i o u s t i m e s , we r e c e i v e p e t i t i o n s 

f o r i n t e r v e n t i o n from a few c o u n t i e s and c i t i e s i n the 

s t a t e o f C a l i f o r n i a . For example, I r e c e i v e d a p e t i 

t o i n t e r v e n e by the Km.s County, by tne County of 

Fresno, and by Orange County. 

There's been no o b j e c t i o n I'm going t o 

i n d i c a t e f o r the r e c o r d t h a t they have been allow-ad t o 

i n t e r v e n e . 

We r e c e i v e d a l s o a .̂ r i r i e number of r e s o l u t i o n s 

i t e o f i t le 3 1 a t .'le . ̂  a ' 

gs, Fresno, Merced, Mexdera, 

, Orange County, 

from v a r i o u s cour 

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

S t a n i s i a a a ouur f . j , T u l a r a , C i t y o 

San Joaquin Count County, ana '..a« 

msp o r t a -

ALDERSON Rr 

•IL- ^ .Si., N . w „ WA "•• 
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'̂ e p u t i n the d o c k e t . The r e s o l u t i o n s and comments w i l l 

be put i n the docket f o r whatever use t h e Commission 

w i l l make of them. 

But I wanted t o i n d i c a t e c l e a r l y f o r the 

re c o r d what has happened, so t h a t the p a r t i e s don't 

t h i n k nobody has tho u g h t o f tnem and everybody has 

f o r g o t t e n them. 

Ms. Mahon? 

MS. MAHON: Your Honor, the p r o t e s t i n g 

r a i l r o a d s would l i k e t o i n q u i r e whether, i n view o f the 

f a c t t h a t our r e b u t t a l t e s t i m o n y i s due the day a f t e r 

the Memorial Day h o l i d a y , whether we might be g i v e n an 

e x t r a day t o May 29th. 

JUDGE HOPKINS: Have they d i s c u s s e d w i t h w i t h 

the o t h e r s i d e , too? 

MS. MAHON: No, we haven't. 

JUDGE HOPKINS: You gentlemen don't see any 

problem, do you? 

MR- WILSON: We may need i t o u r s e l v e s . 

JUDGE HOPKINS: I d i d n ' t t h i n k you'd see any 

problem. W e l l . I ' l l y u i ^ u t an ord e r i n d i-^ut ̂ nq t h a t . 

That's on a Wednesday, 

MS. MAH Wednesday. May 29tb .4. 

JUIJGK aoPKiNo; And i u i . ^ mdi^'a- • t h a t T 

want the same committees 

ALDERSON REPORTI-

20 F ST . N W WA<' • ' • 

- NY, INC. 

n n f 

•5 300 
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1 p r o c e e d i n g , n o t o n l y f o r the w o r k i n g t o g e t h e r l i k e we'v3 

2 done i n the p a s t , and I w i l l p u t o u t an order on t h i s . 

3 A l s o , Ms. Mahon, I guess you and Mr. Moates 

4 are a l s o i n charge, i f t h e r e are any c o r r e c t i o n s i n the 

5 t r a n s c r i p t . I'm d e s i g n a t i n g you two f o r the r e s t o f the 

6 p e r i o d . And the committee t h a t I've a p p o i n t e d 

7 p r e v i o u s l y I am d e s i g n a t i n g f o r the r e s t of the p e r i o d , 

8 t o o . 

9 A l s o , I guess i t was the Denver and Rio Grande 

10 had E x h i b i t DRWG-C-58. Remember they were supposed t o 

11 put i n the r e s t o f an e x h i b i t . I might as w e l l g i v e i t 

12 t o the r e p o r t e r now, s i n c e the copy was -- 1 gather 

13 everybody e l s e has r e c e i v e d a copy o f i t . 

14 T h i s i s something t h a t was i n d i c a t e d on the 

5̂ r e c o r d , t h a t they would put the r e s t o f i t i n a t t h a t 

16 t i m e . So I w i l l g i v e i t t o you, and t h a t w i l l be 

17 r e c e i v e d i n ev i d e n c e . 

18 (The document r e f e r r e d t o . 

19 p r e v i o u s l y mark2d Exhtait 

20 DRGW-C-58 f o r 

21 i d e n t i f i c a t i o n , was r ved 

22 m e 

23 MR. STEPHEN^* .. ;opy may have been sent t o 

24 me, and I have not r e c e i v e d i t as y e t . But 

ce t h a t tne App 

ALDERSON REPORTING COMPANY 

20 E ST. N.W., WASHINGTON 
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MS. DE SANTI: I t ' s my u n d e r s t a n d i n g t h a t a l l 

the a c t i v e p a r t i e s have been s e r v e d . 

JUDGE HOPKINS: I Dust wanted t o make c e r t a i n 

t h a t we d i d n ' t f o r g e t i t and i t was put back i n the 

r e c o r d . 

1-5 t h e r e a n y t h i n g f u r t h e r ? I'm never c e r t a i n 

t h a t I might have f o r g o t t e n something. Remind me i f I 

have a t any time Don't be a f r a i d t o do i t , because I 

can f o r g e t any number of t h i n g s . 
A n ything f u r t h e r ? 

We'13 be i n recess u n t i l i s i t June 1 7 t h , 

as I remember - the next s t a g e . W e ' l l oe i n recess 

u n t i l June 1 7 t h . I ' l l p u t o u t an or d e r as soon as I 

can. but go f o r w a r d w i t h the idea t h a t the same 

committee, e t c e t e r a , e t c e t e r a , .nd you v i l l have t o 

n o t i f y as to cross exatuinat i o n . p r o b . o l y s i n c e i t ' s 

what date wou.d t h a t be? The 28th? 29th? 

MS. MAHON: The 29th. 

JUDGE HOP̂  '-'11. ' ^̂ ^̂ -"̂  

I ' l l put o u t an order i n d i c a t i n g clear, , t tne dates 

are t h a t you'J i n d i c a t e y< 

cross-examinat i o n , «21 •» • 

MS. MAHON: W i l l -ISO set a c 

;pt cor r e c t i o n s ? 
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o u t . I'm not goi n g t o i n d i c a t e a date now, because I 

know t h e r e ' s always problems on t h a t . 

A n y t h i n g f u r t h e r b e f o r e we recess? W e ' l l be 

i n recess u n t i l June 1 7 t h . 

(Whereupon, a t 5:40 p.m... the h e a r i n g 

recessed, t o csconvene on Monday^ June 17, 1985.) 
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