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Tn th'= I 'cLtter o r ; ^ W ^ . ^ ^ ^ ^ ^ ^ j 
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- - - -
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WaFhe: .; c ~ . ' . c . 

-•̂  h e h .-̂  ->- ' ' - - • t ^ - ' - • . • 

conv=»ntci , ;- •-• -z - - , • ; ' ^ .rn. 
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AFPEA.^ A N C F S i 

.\s 'ri " -̂ret o f or e N'oted 

ALDERSON HiPORTINC COMPANY. IHC. 
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1 L :^ 1 L Z H 1 1 ̂ 1 Z 

JUDGE HCPKTNSi T ^ f s q i ' : zz • h--• r ? c o r c . 

At--' 3 f - w - r ? l i -^in- i ry - z ' - ' - e?? 

MR. ".OATESi '^ec, Your Honor , i f I ruiiy . 

A p p l i c a n t s have i j r e a i w i t h c o u n s e l f o r Union 

P a c i f i c / M i s s o u r i Fa*-! i c t h a t we w i l l wa ive t h e 

appearance f o r c r o s s e x a n i n a t i c n £•£ J ^ ' i L ^ ' ' ^ - ' ^ ' ^ Kaud 

Y- - -a- i - e - r - s . 

As Your H^nor will recall 1 f^r P-ziz-^na 

F l ^ * c t r i c , which hLc i n t e r v ^ n ^ ^ l i n the \JF/MP t r ackag .* 

mm 
r i o h t s d c c k e t s , i n d i c a t e d a d e s i r e to c ^ s S 

cn o f U? H i t 

« | | | 

ecall IH(|B||P^ 

M i 
mm 

VI -r- n cr r-p £• '<eci.--rs and C r a i r , 

Your 'rioncr t h e t w-e would r - ' i re rvo an o t j e c t i c n 

r e r e p r i i t - ^ t - j ' . f i v •i *h ^ r- ^ r- * 

i r f c r 1! ed 

t n ^ 

- a t "7 1! o • 

)nor cn 

Furt-os-s. c f l i v e i : i : : a: c. , " tn in>. • - • : 

.•^ voz : l i lik.--^ *• e nake a ~ ' " " ' ' ''̂  

t e ^ o b : - e t i o n , and I thln ' i^ couneel f o r A r i ^ c ; - r i r 

•z •-. ' , . t hey can r e n p c n d , ^n"" h o p e f u l l y we c=n 

• h i s ^ • - e . 

aw---/'> 

•••P. ' • ' ' " " ' • : Your Honor, t*-- Yf-*--^---^-^-Js^r 

c' • ion i s r ^ i l l y s t rai-7 t f e r wa r d , 

F i r s t c f a l l , •'Arizona t l e c t r i c Pow»-r r , ,.0 f i l - l 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W , WASHINGTON, O.C. 20001 (202) 628-9300 
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conir! = T t s cn November T l , l ^ o u , i n " i n a n c ^ Locke t 30U0D.. 

Suh :;.i:ufc^rr 16 which i s th"^ Union P a c i f i c t r acKace r i ' s h t s 

r u? ; t . 

I r t h a t i u i n i c e i o n , -hey s t^-f^ q u i t e c U - e r l y on 

-gamm 
P57€ c a p t i o n Tumpary c f T o s i t i o n , t h a t they 

i n t h - i r we r l e " - t r c n o l y s u p p o r t t e UP/IF i p p l i C i t i o n " 

wi ' :h ^ s i n a l e m id x f i c a t i o n , and t^ - e l i f i c a t i c n : h « y 

seek i s t h - t • r m n t c a c t u a l l y t a expanded to i n c l u ! ? 
s r VI :o t h ^ A r i z o n a F,: • i e Pcw-r f a c i l i t y 

C o c h i s e , Ariz-eea, which -e;'ay i e an e x c l u s i v e l y r.-rve.'. 

j s c r n ^ c n t h e ~.--e**-«=rn P a c i f i c , and wh ich Union 

r--:cif i c / ^ i s . - o u r i ' i c see -z- .- êV. te s = r v - i n i t.-e 

a p p l i r a t i c n . 

?o, t h e f i r s * b ^ • •:; ' ->r - -*:ee i s v^cy 

* - - ; . - , • • . . . - p a r t y i s n c; t = -

-. i r y ' o t h - ,, - -, ^ - - s a 11 --- 5 

."̂  t r 

e X 1 ir-

r ' •> t a i V. r 

>n W'-el ! ec* re croe, - ex t i on 

Ie 5 r J e c z 

: - a t i c n -

do thet than e- v-^hlc. .' .t 

rpc^rvh-d *cr -h-^ ad ver rir i l l v.-l opr ~-n t ct i 

I - -. s cf cor -

Seczinda'z Z y . ''z zcz , t c th--

ALDERSON REPORTING COMPANY iNC. 

20 F ST.. N.W WASHINGTON. D.C. 20001 (202) 628-9300 
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7Uq6 

the request f o r cress examination i s rased upon a desire 

to explore tha w i l l i n g r p - s of the Uni-^n F a c i f i c to 

accept t h i s ;io d i f i cat. cn tc i t s proposal, which ."ri^cna 

E l e c t r i c proFoses, or to even deteiniine what counsel T,=iy 

t h i n k are relevant f a c t s to support t^^etr r e q i a s t t o the 

Ccuniis s i o n , and the Commission ordered t h a t , we would 

oh j e s t to any such examination on the orounds t h a t th> 

Commission has ir.aie i t eminently clear that c o n d i t i o n -

on a serger w i l l not be predicated on a Fr'=exis'^ ir. e, 

»lleg?d preexl s t i a g prctl^T; with comp-^tit ion. 

i f t i s r e , , . . . . . . . U . o o f . r l . o n . 

Electric on its face makes it clear that *hat i.s W--. *-

they are dealing with here. "hey concede that the- coal 

movon^nt that -^hey are concerned abcut, which is z-z 

th-.t eriomates on th" Santa F^-- at, I - ' , 

N<=w ^exico, terminatec on tie '^cuthern Facif..--- et 

Cochi3=, Arizona, novps from a Santa ^e local point to a 

Southern Pacific local point, ^nd "o-'-en-: is aoir-i tc 

ch?n3J about that as a result of this mnr-^^z. 

" Y. -̂ y f ^ i ~-r i r h.̂ r*^ c ' v e r a l •'iin-^r in '-crttwha-^ 

c o l o r f u l 1 angu :c«=. *c wh .• - • h - t h - -;; f f i c u l * 

s i t u a t i o n of - ' . r t i v » c h i p p e r c l i • - ' t o . ' • y . 

r e s p e c t f u l l y s u t m i t t h a t t h i s , i s a c l a s s i c u t i l i t y r a t a 

p r o M ? m , and t h a t i s what we ar^ r e a l l y l o e k i - - -

h - - e . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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I t i s t h e k i n d of p r o M e i i t h a t the ''eir.miss ion 

has f o u n d i s u n i q u e l y not s u i t - d t o be re. '-clved i n 

mt^rqec ca se s , f>nd I draw Your H o n o r ' s a t t - n t i o n j u s t as 

an erample t o t he Comin i s s i c n ' s d i s c u s s i o n o f c o n d i t i c n s 

c r i t e r i a i n the Union ^^aci f i c / M i s s o u r i P a c i f i c merger 

d e c i s i o n . T r e f e r you p a r t i c u l a r l y t c 366 ICC a t ^62 

t h r c u a h 56U. 

I would l i h a to j u s t r e r - i a few s e n t « ^ n c - s cu t 

o f t h a t s e c t i o i ' . r i c s c of . a l l , t h e Cc tn r i s s ion no'; 1 i n 

t h a t p r o c e e d i n g t h a t t he Kansa_ C i t y Sou thern i n t h a t 

p r o c s d i n g was p r o p o s i n g c e r f a i n c o n d i t i o n s f--^* .-'^re 

net related direct!.,' -e th-- impact ci zrc z 'J — ] 

tn-- CaniBission s a i d as f o l l o w s =<hout t he t c s i t i o r . o f t he 

Depar tments o f J u ' - t i c e and Tr--- r o r - » e - i cn i j i*Y. resps^ct 

^ ^ ^ D C ^ s s e r t s - h a t c o n d i t i o n s s h o u l d he i-r.pe- -e 

o n l y w h e r » n e » ^ e 8 to - l i rat-- o r e l i m i n a t e r e d u c t i o n s 

i n c D T i p t t i t i o n r e s u l t i n j l y f ro . t , t h o r r c i 

cor*soX i d f l t i c n * 

"DOJ c D n t f n l e ^"--.-^ c c r . i l * : - - - " - i r a i l 

ce.eeol ' - • - . n 1 y w' . . . . . . i. 

th<- Tiarger w i t h o u t c o n d i t i - ^ n s .T.ay be • n - ^ i c o m r ^ t i t i v c 

an-'", t h a t t h e c o n d i t i o n s sought are r e a s o n a b l y d e s i g . i 

t o rsmedy d i r e c t l y the a n t i c o m p e t i t i v e ^ .--effects 

t h r e a t e n e d by - • r . 

ALDERSON REPORTING COMPANY, INC. 

20 f 5T., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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"DCJ t akes t h e p o s i t i o n t h a t b e f o r e c o n d i t i o n s 

can b-. imposed up-^n a me-e7--r, i t must h«=̂  shewn t h a t tne 

merger may reduce c o m p e t i t i o n i n p a r t i c u l a r marke t s and 

t h d t t h e propose-^ c o n d i t i o n s » i l l l e s s e n c r n e u t r a l i z e 

t h e a n t i c o m p e t i t i v e t h r u s t of the m s r o e r . " 

The Commission goes on and says t h a t "The 

p o s i t i o n on c o n d i t i o n s argued by the '^"T and ?0J i s 

c o n s i s t e n t w i t h our c u r r e n t p o l i c y r t r - ^ r d i n g 

con di t i o n s . " 

L a t e r , i n t h = . .ext p a r a g r a p h , t h - y summerize 

t h " e " W s i t i o n ae.d say , "As we s t a t e d i e - N ' / F r i s c o , th€ 

c o n d i t i o n s on a merger er;- not t o be aced t o amelicra*:^^ 

l o n g - s t a n d i n g problems which vfzze ZiOt cr-?a*-cci t y t he 

Tiergsr and are not tc be i t p o c e d i f t h - y are i n n'-> way 

r e l c i t e d e i t h e r d i r - a c t l y oc i n ^ ' i r e c t l y t o th*^ i n v o l v e d 

r e r r g e r , and ar^ n o t t o be u.sed to r«=ou.ir'= ?. merged 

C 5 • •r to protbct car,. i»rs against c l rcu rp:.ita ncos not 

cau.-^ei by the merged casri--r." 

So, I t h i n k . Your He n o r , i t i s ve ry cl--.-, r t h a t 

on the d u a l bases t h a t c o u n c i l seeks tc c r e s s .->e'- 'np 

V' - - • c y a r e n o t i n . - - - • • ' ' ' 

P a c i f i c , and bacause -the p u r p o r t o f any - u c i 

e x a m i n a t i o n would be t c d ^ ^ l w i t h * h i s c o n d i t i o n a l 

c o n d i t i o n t h a t th-^y ,)r epos-.̂ .-d wh ich we would sub.-nit th? 

Commission on i t s f a c e would f i n d an i"'?.?' 

ALDERSON REPORTING COMPANY, INC. 

20 f ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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7ug9 

c o n d i t i o n , acil which i n f- . .c t i s one which Union P a c i f i c 

d o e s n ' t seek i n t h i s ca se , WP would w a s t i n g 

e v e r y b o d y ' s i . ime. 

So , we s t r ? n u o u 3 l - - t t o ••he r eques t o f 

A r i z o n a E l e c t r ' . c t c c r e s s exami.ae any w i t n e s s . ' ^ H H P 

M i 
»fR. DOWDs Your 'rionor, Ca lv i ;^ Dcwd f o r A r i z o n a E l e c t r i c . 

^^m^^mmmmfoze responJHBP'- ' ^ r . Woatps ' o b j e c t i o n , I 

. t t h i s p o i n t j u ; t -3 would ask f o r what T hope i s ? 

ho iC- keep ing t;̂ . t t ^ r . A r i z o n a '^lec t r i e ' s p e t i t i o n f 

l eave t o i n t e r v e n e has y^ •.. t o b?- r u l e ; i . r~n by Your 

Honor . I t was f i l e d on t h " . '1s t of *<'ov ember. *«'c 

o b j e c t i c n s or respons'^s i n o p p o s i t i o n v"-r- res?iv--rd 

. 'e. - o a t h s ' c'--;e e". iiiCica'^<^ he c h a r a c t e r i z e s 

Ar^'C - e f f e c t i v e l y as a pa r*v i e t<=r v^ no r , an ! c*-h-^r 

i d e r e d us as s u e t . 

I w i l l gran*- t h ' -.xcn tc 

p a r t i s t"! V' • ~ ... n s 

JUDGP H 

;or changes i n 

ALDERSON REPORTING COMPANY, INC. 

^ 20 F ST., N.W , WASHINGTON, D.C. 20001 (202) 628-9.-^00 
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At t h i s p o i n t *-he c n l y m a t t ' T p r e s e n t e d i s 

APCC's r i ^ h t t e c r o s s .^-xar.ine w i t n - e s - e i n an open 

h e a r i n g , so we d o n ' t r ' - a l l y s-'tr t he r- l e v nee of any 

argument w i t h r e s p e c t t o th*; n - - r i t s o f APCO's comments 

o r i t s p o s i t i o n o r che m e r i t s o f the p o s i t i o n of any 

o the r p a r t y w i t h r e s p e c t t o t ra ' -kage r i g h t s . 

' r f i t h r e g a r d t o the f i r s t o b j e c t i o n , tha-'- we 

ace TJ t aJvers^- p i r t i s s , I have c e v p r a l p o i n t s . '-^irst 

A r i z o n a E l e c t r i c has e f f e c ^ i v a l y f i l - a e comments w h i c h , 

w h i l a as a secondary o r t a i l b a c k p o s i ' - i c n , i n d i c a t e a 

p r e f e r e n c e f o r t he Union P a c i f i c ' s a p p l i c a tio.e as ' ' i ^ ed 

as an a l t e r n a t i v e t o hav ina i t den ied ?. l*-cg'^-th-^iS. 

Tt i s c l e a r t h a t our p r i r r a r y p o s i t i c e 

of c p p o s i t i o n t o a l i m i - ; j n tha*: t^- l ' - ees e 

i t s t r a c k a g e r i g h t . . , e 1 i : t i o n . - '•-.vp a •-are--a 

pray^-r f o r r e l i e f which i s - ' i ' f - - - r - n *- - -cn' >-e - c -̂h . 

Union F a c i f i c . We havt r eed -J n - • / r ; e i e r. ce --in 

-^-eranrion o f *-h^ r i e j h t e which the has s o u a t t , : 

t h a t r e s p e c t ŵ - do hav^ diverg-.>nt i nt-r-'.--:'^ r- - >• -

Ur ien Paci-*'ic on -^.his issu--^. 

The ^act c<" * t ' - - -er --e-; • 

ex imin atio^^^^^^- is j'-.-d e "l-.rify -Y-- r r • ~ - y 

of tha U n j I ^ ^ H f c i f i c wi tne ' -ses as i t t o cee | 

ps ' iyer f o r r e l i e f c r as i t r e l a t e s t o a c t o r "'vant 

t o our p r a y e r f c r r e l i e f . 

91 

~ on? 

. c r d on 

•Hi ALDERSON REPORTING COMPANY, INC. 

20 F ST. H.W., WASHINGTON, D C 20001 (202) 628-9300 
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7= C1 

The purpose o f c r o s s U P P U n a t i o n i s no t s. r rp iy 

;o inoeach t e - t i m o n y o f w i t n e s s e s , bu t i s a l so e n t i r e l 

a p p r o o r i a t e f c r c l a r i f i c a t i o n o f t e s t i m o n y , -^or 

e x a m i n a t i o n o r e x p l o r a t i o n w i t h i n the scop.? c f tne 

d i r e c t t e s " i m o n y , o f t h e b a s i s f o r t h a t t e s t i m o n y , an?, 

i t i s i n t h a t s p i r i t and w i t h t h a t i n t e n t t h a t ou 

r e q u e s t ws, f i l e d . 

• • ^ 9 ^ would a l s o n o t e . Your R c n c r , T I ^ ^ ^ B e I C S ' s 

r e g u l a t i o n s r e g a r d i n g the r i g h t s c f i n t f r v--no r s i " ne 

way r e s t r i c t i n t e r v e n o r ' s r i g h t s to p a . t ^ s i p a t ^ . 

I n t e r v e n e r s are i n f a c t g r a n t e d f u l l r i g h t s as p a r t i e s 

i n a l l procee-i 2 ne:- i n which t h ' > i r e e t i * i o n s 

gra nts d . 

And the pas -̂. r u l i n g s i n t h i s d o c k e t , i n c l u d i n o 

Your - i o n o r ' s r-i-cent rulin--? w i t h r - i ^ e - i to th<̂ - T2x''<=-x 

d i v e r s i o n s tudy c o n t r c v e r s y , i . e c i c - . e a pr <=f f^renc-- i r 

t h i s - lockat f c r f u l P l l W R i m e n t of •- re-^ei : , e - i ^ - -

f r e e and o p ^ n , i f / ou w i l l , - - x c h i n g " w i t h r - s p e c t to 

e v i d e n c e , a;.a *.h-it i s f u l l y co-esi - r.-, wi*h our r='quest 

h e r e . 

Z w o 'u 1 d e 1; j 0 p c i .e t o u t 

who a re p a r t i c i p a t i n g i n ex ' i o n , 

tho r? r t rp en *- o f Tran spot* ? t i en md T-epar*-' 

J u s t i c e and t h " C a l i f o r n i a CeractT-ant of 

whc ar?- nc^. i n adverse pe - w i t h - i t h 

ALDERSON KEPORTIHG COMPANY, INC. 

20 F ST., N.W . WASHINGTON, D.C. 20001 (202) 628-9300 
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P a c i f i c c t Santa " e , a t 1-

7«;n' 

not y e t , ;ne ere g o i n g "ro 

be c r o s s examin in- i w i t n ess .̂ s f o r p a r t i e s 'i.-hpast. P P s i t i o n 

they Tiay u l - ^ i m a t e l y s u . p r r t . 

We are s l i g h t l y 1 i :"f .-re n * . ^ ^ ^ ^ ^ ^ B n d l c L ^ d 

a c o n d i t i o n a l s u p p o r t f o r one p a r t y a t the c u t s e t , but 

,^imm l i k e t he se government p a r t i e s we, o r I sholTS^say l i k e 

A r i z o n a E l e c t r i c , thesf- l o v e r n n e n t p e r t i e s a r f r o -

advers.a t o any p a r t i c i p a n t at c h i s p o i n t 
t^r^tmm 

mm 
And f i n a l l y , 1 wcul-^ J B I I ^ ^ ' / ^ ^ t f U t t ^ .Hcno 

t h ' - t our c ros s rfX--i-n: r. a t i o n , ar we hav-. l n | ^ H | H | d , w--

r---gue.-t 20 m i n u t e s , w. .ch we p r o b a b l y w i l l n o t n<^--J, - o r 

each w i t n e s s . We propose ' n be ve ry ^ r i » f . V-- w i l l 

s t a y w i t h i n the- scope o f '-ech wi tnassV- ;: 

exania a t i o n . 

^jjHm^'' c a t is v r y c a r a ^-1 , ^ nd 

he "ill raise er,/ cipprcpriate ob j ^-r 11 e:. e to th-,-> .scope 

th-.- c- CSS ex- :.- m -: *- icn , a.e ' tc iadic . -. - . ;.. * ;; • - di 

-as-' '-10 ing beycnU tl;p witn--s'- ^l??r^^^^WCTrcny, "i 

-. at that pcint t' -ie--: r • ^ 11 y -c -• 

ml 

:c wer 1 

t leet these 

wei -, s eou ld t 

w c u l ; n 

p r o p r i e t y ^ f cur c ross e-. 11.-;«"-̂  . 

.fn.'GF irPKIN"^4 -hank y o u , " : . ' ' ' - ' d . 

'-' r . F 0 a c h ? 

" F . •••.' "cur H^e-->r, I 

*t . ,RSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 2000. (202) 628-9300 
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t h a t Un ion P a c i f i c t a K e s r x Q D o r i t - ; e the p r o c e d u r a l 

i s sue c f wreth--r z z o s ' F m ^ ^ ^ ^ m i - h o u l d > r - - . - - t * t e l . 

I would c o n f i r - ^ wh-it h c t h c c u n ~ ' l s t a t e d , w*-^ch i . - tta*-

our a p p l i c a t i o n does n o t cnromoase *e- r^ee^t ' c e. i v e a 

g e n e r a t i n g p l a n t o f t he i n t e r v e n e r . 

JUDGF HCrKTNSi ' . ^ ' e l l , I im ao ina to a l l c w *" 

t o c r o s s examine *hese wi tn .3sses . I see a d i v - r n̂ '̂̂  c y , 

j.r,-< ^von i f th..^ Commission ha*- t a k ^ n a p o s i t i o n i - ^ 

f i n a l r e p o r t I n t h e s e proc-^e i tn- j s , i *- i s very per-; I b l ^ 

the Commission c o u l d t a k e ? ! . * t : . - ^ t t - . c t i c i ^ ^; z-z--z 

d e c i s i o n , so T ?.m a l l c w i n i i t . 

••'cw, -n-- nex t st • - i l l be -'• . . • .' -i * 

hew you ar? g c i n o t o h'.e. i . - f . e c r c s^ | ^^^^^^^ i^^ ion e f ^r 

"C;A""J: t . "."o wcu! n 

j u s t r r o p o s e to add ccune . 

co: . - ' - ^ w , T -

r ' e l i n 7 h« r • - - . . • 

a p ^ r e ? r : 5 * e ot-: ec t i o n s d u r i 

i-' y- ' - z • • ••ll \Z -Z-z. • 

" r I z o r 

V '^ .1 r 

c our 

t r i e 

'msgm 

t r- r 

out o.-i th-^ : 

"• r.^, an. 

u s 

j f c r 

ALDERSON REPORTING COMPANV INC. 
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A n y t h i n g f u r t h e r ? ?.ny o t h e r p r a l i s i n a r y 

, ^ ^ ^ ^ B ' - i e l l , I would j e ' - * - ' " - ' . t - , Yeur 

Honc r , I assume w^ can work cu t an i n f o r ? - ! - .es c f 

h a n d l i n g t h i s , 'tie 6.re q u i ; e w i l l i n g to c o o p e : - * . m m m 

a v o i d " r . Kauders h a v i n g t o make an apr^^a ranee a* t he 

h e a r i n g s , and I am not c l e a r cn 

JU DGE HOPK TVS; I h a i j n - ! - ^ r t c 0 i t h a t ^'cu ware 

go ing t o t r y and work i t o u t on a t e l e r . n c n i c 

c o n f e r - n s ? . 

""G'̂ 'D; Y'-E, w h a t - v e r sy'--*--e - , y wcrk eut 

i s * i n - w i t h u s . 

j u r e - HC'^K::.""i -hy d o n ' t you work i ' : c ; - ? 

•̂ h--̂  p - iC t i e s ca-̂  work t'-^at ou*- - e . : - ' - . - r . 

w c . -'""-'•• i .• 11 r i ' - h , - e- - . u - r s w i 11 t ' - 1 

be. h e r e , and w- w i l l wcrk cu t ^roth---r pro c^- 'u-

r • I ' 'S< "na t i s r : ; - •; . 

* ? . FOACHi 

h ^ . i up t c IIP 
t h -

. : i a r •' u; 

m m er i. ssu- , 

JU 

w - i- a V J -r c i (i . n o 

t h a t p o i n t . 

• - • ' • ; I - i * C f 

ALDERSON REPORTING COMPANV, INC. 
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Pardwall i s acin^ to be th? witness now f c r the n-nve: 

ind Pic Grande? I s t h a t our f i r s t wi-n-ss? 

'i TJ r nvi Xo'cz '-;ono: 

convenience of Dr. 3ar d w e l l , who i s scheduled alsc as a 

witnsss f o r th'-* Pic Grande, we have made an 

accomodation hera to cross examine him on the s'--'^.^Trr 

f o r the Pio "rande f i r s t t h i n a . 

JUDGF HOPKINS: Off the recerd. 

(Whereupon, a d i s f u s s i o n was h^ld 

mmg^. 
rec oc 'I •) ^f^K^^ 

JUD'"- ;'"'^KINS« rack "n t h e r e c o r d . 

WH. Y.AC KENZIEt Your 'Honor, K=vin "acXel 

appea r ing f ^ C t h e ^ ^ n y e r and i e Grand-i . 

Whr- r^ ipor , ^ ^ H | ^ ^ ^ ^ ^ K . 

m999m 
GEOFGE E. • • SLL, 

m 
was r e c a l l e d e w i t n e s - -.e;, h ; . v l n r ;-:.--n p r e v i o u s l y 

iu'i .y s w o r n , and was examin .-d ^.nd - -^s t i '^ ie-! f u r t h -e i s 

e 1 low E i 

NATION 

p Y ^' --^ . -' ^ r- •< '-• ^ 7. T t 

' . P l l , -

st - t =• t ^r, t on bha 1 f of t 

prccaai i - lumit^Mj 

mm 3 And does 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. i.<.W WASHINGTON, D C 20001 (202) 628 9300 
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Appendix C t o the F i c Crap.^e's o p p o s i t i o n t r a f f i c 

s tudy? 

K I t dees . 

C Are there a.ay changes you wish t o Take to your 

v e r i f i e d statement, or to the po r t i o n s cf the Fic 

'Grande's oppo s i t i o n t r a f f i c study to which i t relates? 

* HINî l̂Mî  "̂ ̂ ^̂ ^ *° ""̂"̂^ '"•'i Fage , 
wh-re i t - t a t e s "a m i l l i o n random d i g i t s " should read 

"one m i l l i o n random d i g i t s . " 

On Page l , t h e bct*-.om f icrur-^ on t h e r i a h t m o s t 

c o l u m n , t he expans ion f a c t o r s h o u l d read r ' ^ .39P9, no t 

35 .393 9 . 

j ^ ^ ^ On ? a g » 9, "a m i l l i o n random d i g i t s " s h o u l d 

read * q H H g J . l i o n randcm - i i g i t s , " t h e "a" chanced t c 

•one. 

I n Appendix A, the fcrmul--; ' -fer t h e s g u r - ^ or 

s t a n d a r d e r r o r o f the mean i s no t i n t e l l i c i b l e . 

3 P r . B a r d w e l l , Z..iv=' ycu p repa red 

r e f l e c t s the c o r r - i c t fo rnu l - ; ' ? 

\ I h a V c . 

ha; 

yc u e : V- 'O u 

I do . 

Doos i t c o n t a i n any o t h e r c o r r e c ^ i c r e t c 

f o r m u l a s i n Appendix A? 

t e s . And t h e f o r m u l a *ee 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C, 20001 (202) 628-9300 
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bottom index o f t h e s u b m i s s i o n i n c - r r e c t . I t s h o u l d 

r e » d H . Both o f thosa c o r r e c t i o n s ar=' on ano the r sheet 

o f paper which I have p r e p a r e d . 

MR. YihC KEN'ZIEi Your Honor , I would ask t h a t 

t he s h e e t of paper t o which I r . B a r d w e l l has r e f e r r e d be 

marksd as DEGW-C nex t i n l i n e , which I b s l i ^ v e i s 37 , 

JUDGE HOFKINSi That w i l l b« marked f o r 

id'=»nei f i c a t i o n . 

(The document r e f e r r e d t o 

^ a s marked f o r 

i d e n t i f i c a t i o n as E x h i b i t 

.Vumber DPG"-C-?7.) 

EY 'VAC KFNZI^^* (Pesuming) 

3 ti c v , D r . B a r d w e l l , w i * h those chang.= s, d^ you 

a1opt the v e r i ' ^ i e i s t a t e m e n t t h a t appears as s.rp-'^ndix 7 

t o th-> Fio Grande ' s o p p o s i t i o n t r f f i c stu-!y ^s yeu r 

s c a t a n e n t i n t h i s p roceed ing? 

Yes, T ' o . ^l^j^jjjjjjjjjjjljl^ 
Q I s ycu r s t a t emen t t r u e and c o r r e c t to 

c f y o i r kncwl---- ;-^, i n f o r m a t i o n , and b e l i e f ? 

\ T c • o f -n y '» .; . 

^ . ^ ^ ^ Y.B. *'PC KFNZIE; Your Honor, T '••̂ -der t t e 

wTrhess f o r cross e xa"', i na t i cn. 

JUCGF HÔ KTV̂ ;; Than'" you. 

*'r. 'n'ilscn. 

ALDERSON REPORTING COMtANY, INC. 

20 F ST., N.W., WASHINGTO.' DC. 200^1 (202) 62»-9300 
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CSS EXAMINATION 

EY y.P. 'WTLSC: 

0 Good m o r n i n g . D r . ^ a r d w e l l . Dennis W i l s c , 

r e p c s s e n t i n g t he a p p l i c a n t . 

The changes t h i s morn ing have answered a few 

o f ray Q u e s t i o n s . 

I would l i k e to ask you f i r s t what was t h e 

s a m p l i n g u n i t f o r t h e Pio Grande r a i l t r a f f i c d i v < - r s i o n 

s tudy? 

A The i n d i v i d u a l c a r t e v e « i e n t as i ' . d i c a t e ; i i n 

t h e s t a t e m e n t w i t h r ega rd t c the t ime p e r i o d s i n v o l v e d . 

3 Here c a t s -in m u l t i p l e ca r s ipm ^n t s i n ' he = i c 

Grande t r a f f i c s tudy sample a s s ioned a c t u a l r e v e n u e , 

woee t hey a s s i g n e d average per c a r revenue f c r c a r s iS""-""^ 

t h e m u l t i p l e ca r sh ipment? 

;\ I n each case th mean r-^v^nue o r average 

revenue per ca r was used . 

Q iJere you i n v e l v e d , s i r , i r "Y.r. d e c i . ' i o n th '*-

Pic '^-^nde 's ' ^ i n i l e v a l u a t o r , Yz. ^^rainard , use.l c n l y 

two c h o i c e s , the z e r o percen" and t h e 100 e.;-rcf-nt, wh^-r 

he was e v a l u a t i n g 'h^^ e " 

MR. ** AC ^" ' ' . - z iZ i Jes t ^ n i n u t e , c c u n c ^ l . I 

b e l i e / e i n t h i s , p a r t i c u l a r s t u d y the e v a l u a t o r i s Yz . 

T h i e s s e n . 
tITNESSi I t tas s i m p l y been a 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, O.C. 20001 (202) 628-9300 
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l o n g - s t a n a i n g s t a t i s t i c a l d e c i s i o n t h a t t h a t s h o u l d te 

th3 ca s e . 

PY Y?. . WILSON X (Resumina; 

3 ^ ^ M ^ were your reasons f o r r e s t r i c t i n g the 

c h o i c e s ITo'isero and 100 h ° r e t h e same as / o u gave i n 

c o n n e c t i o n w i t h your c r o s s e x a m i n a t i o n y e s t e r d a y ? 

h That i s c o r r e c t . 

0 New, s i r , on Page 3 c f your v e r i f i e d 

3 t a t 3 i i 9 n t , you s t i t e t h a t t h e r e s u l t s o f the t r a f f i c 

d i v e r s i c n s tudy a r t s e t f o r t h i n t he e x h i b i t , t h e F i o 

Grande a c q u i s i t i o n t r a f f i c s t u d y t h a t you made changes 

t o , and I have ..̂  few g u e s t i o n s about those r e s u l t s . 

^ ^ ^ ^ ^ J y s j c o u l d i U | ^ ^ ^ | O e 1° of the e i o Grande 

•-r'! f f * c a i v e r s i o n s t u d y , s l r ^ r n ^ i s the b e a i n n i m o*" a 

13-page t a b l e .;nt t i e d Suxrc-^ry o f DFG'*.' Ca r load anr" 

Rpvenuo Losses by Sample Y e a r , by C lass o f T r a f f i c , by 

O r i g i ! ! , by Dos t i n a t i c - . 

D r . B a r d w e l l , f o c u s i n g on the f i r s t Ziz ' - - , 

which shows t r a f f i c between Co lo rado and C a l i f o r n i a , mj 

que ' s t i cn i s , what confidence- c e u l d one have •rhat 158 

c a r s f r o m Colora- io to C a l ^ f c r n i a wculd ha".' 

d i v . i r t e d i n icis2? 

A L e t me i n d i c a t e a t t he o u t s e t t h a t T d i d not 

p a r t i c i p a t e i n the t a b u l a t i o n cn ^aoes 15 t h r c u a h 3 1 , 

and I have i n f a c t no knowledge o f the accuracy cr 

ALDERSON REPORTING COMPANY, INC. 

20 F ST. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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i n a c c a r a c y o f t h o s e f i a u r e s . T d i i not p a r t i c i p a t e i a 

them, nor d i d I c a l c u l a t e a c o n f i d e n c e l e v e l f o r any one 

o f th2 f i g u r e s e x c e p t f o r th.^ t o t a l s . 

Q Okay. W e l l , would ycu a g r e e , s i r , t h a t when 

you a r e d i s p l a y i n g s u b t o t a l r e s u l t s of a t r a f f i c s l u d y 

such as P io Grande ' s t r a f f i c s tudy on s t a t e - t o - s t a t e 

f l o w b a s e s , t h a t i n f a c t you can a t t a c h r e l a t i v e l y 

l i t t l a c o n f i d e n c e t o any i n d i v i d u a l s t a t a - t o - s t a t e f l o w 

repr? sen ta t i o n ? 

\ I n g e n e r a l , t h a t i s t r u e . For the i n d i v i d u a l 

f i g u r e s t h a t a r e shown on t he se t a b l e s , T cannot vouch 

f o r l = c k o f c o n f i d e n c e o r a g r e a t c o n f i d e n c e , b-.cause T 

have l o t l ooked ac the i n d i v i d u a l v a r i a n c e s f o r these 

s u b t o t a l s . 

3 Okay. You a re f a m i l i a r , I assume, . i f - "ihe 

ICC way b i l l s. 'mple a n . how i t i s i e v e l o p e d , are you 

no . ? 

A Yes, gen e - a l 1 flin^^HI' 

Q I n your o p i n i o n , - o u l d you have any confid---nce 

i n r a i l market share numbers based on T^C way b i l l 

r l ^ l e v f r e -

s i n g l e EEA t o a n o t h e r s i n g l e REA? 

A I t would depend upon . 'hether or no t the 

of the sub.-, roup was s u f f i c i e n t to g i v e you -i 

s u b s t a n t i a l — s ' jhs tan t i a l l y s m a l l s a n p l i n g err-; 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (20') 628-9300 
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75 11 

c ? n ' t say o f f h a n d whether o r n o t I wou.^d agree o r 

d i s a g r e e . 

3 '991^ your knowledge o f the sample , would 

you say t h a t g e n e r a l l y the- s i z e o f t he subgroup would be 

so s m a l l t h a t your s t a n d a r d e r r o r w o i l d be l a r g e ? 

h G e n e r a l l y , t h a t i s t r u e . 

0 And i f you d e c i d e d t o break the da ta down 

f u r t h e r , s a y . on t h e b a s i s o f a t w o - d i g i t STCC code 

breakdown, would t h a t l e a d t o even h i g h e r s t a n d a r d 

e r r o r s and even l a s s c o n f i d e n c e i n the nimbec? 

A G e n e r a l l y , t h a t i s t r u e . 

Q Okay. Thank y o u , s i r . Those are a l l t h ^ 

JUDG'̂  HOPKTN^i "^hank y o n . A n y t ) . i n g f u r t h e r , 

. I r . XcKenzie? 

L H . "AC KENZIE; N o t h i n g f u r ^ - h e r . 

"IDPl-'Ii-^S i Ycu a re e x c u s e d , s i r . 

THE. Vil'I'SFSSi Thank y o u . 

(Witn^-s-^ excused.) 

YB. YP.C KENZTFr Your Honor, I wcul-' sur-igest 

z o--/inq tne .Y i c n c 
^^^^^ ^ngnmnî  

verified statement. W^mmmm 

JUDGE HOPKINSs As l o n g as you remember i t . 

YB. VBC KENZTE: We - - t i l l t r y t o , s i r . 
JUDGE h":'F'<:'- : ; e X t P l o t h ' ' 

ALDERSON REPORTING COMFANY, INC. 
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I R . WILSON* K r . P l o t h i s s chedu l ed as the 

nex t w i t n e s s . Your '^onoc. 

JUDGE HOPKINS* Wher^^ a--^ thev? 

O f f the r e c o r d . 

(Pause . ) ^ ^ u m i i , 

JUDGE Hf^PKINSi t ack on t h e r e c o r d . 

KR. DREILING* For the next w i t n e s s , KCS c a l l s 

Ylr. I . V. P l o t h . 

W h ereu pon , 

I . WILLI;-. ^ I L 

was C i l l o d as a w i t n e s s , and h a v f n g neWfT'TltS^ XITIiy 

sworn , took the s t a n d , and was examined and t e s t i f i e d ^s 

1o l low Ei 

DIPECT EXAdIN.»TION 

HY Y.?. DPEILINGi 

Q ^ r . P l o t h , would you s t a t e your f u l l nam 

t h e r e c o r d ? 

A Yy name i s I . W i l l i a m P l o t h . 

Q And t y whom are you employed? 

[ansas C i t y Southern Fa i lway Come.^ny. 

[At;- .'-'-.'- ie your f u n e t i c n w' 

V i c e p r e s i d e n t , market deve lopmen t . 

Did ycu have occasii.-n t o pr.= r a r e an 

Sou th 

A 

0 :. * en 

f cf Kansas C i t y South.-=rn i n t h i s proceed i r 

AIDERSON REPORTING COMPANY, INC 

20 F ST., N.W., • /ASHINGTON, D.C. 20001 (202) 
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v e r i f i e d statements i n pla=»dings designated .KCg- 12, 

KCS-1U, and KCS-15? 

A Tha t ' s c e r r e e t . 

Q And d i d you have occasion to submit 

corrac t i o n s to those statements i n pleadings designated 

KCS-15 and XCS-18? 

A Y es. 

o Those three stit^-ments as co r rec ted i n •'-.he 

e r r a t i to the p l ead ings , do they c o n s t i t u t e your 

mmmm 
test i -nony. v f l ^ a c e o f f e r i n g her f. ,„t cd̂ a 

k • f̂fBfo. 
Q Do you have any fur*-her a d d i t i o n s or 

co r r e c t i o n s to t h a t testimony? 

A None. 

"> Are the fac"-- < f o r t h m that t'='Stimony t r u 

to tha best of yoar knowledge an! b e l i e f ? 

A Yes, they are. 

MR. DPEILINGi I tender the witness. 

JUDGE '-TJPKINS* Thank you. 

Mr. Wilson. 

CPCS" " :•• T' .̂ .-IC'-

EY '̂P . w: 1. ' i 

Good morning, Mr. P l c t h . "y name i s Dennis 

Wi l son , repres-enting the a p p l i c a n t . 

S i r , I would l i k e to quesM-n . cu f i r s t ^̂ >̂ out 

ALDERSON REPORTING COMPANY, INC. 

•20 F ST., N.W , WASHINGTON, O.C. 20001 (202) 628-9300 
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your v e r i f i e d s ta tement . I n KCS-iU, cn Page 2 o f that 

s tatement, i n the second naraotaph, yo'.i make t!ie General 

point t h a t r . a i l roads w i l l a ':te;Bpt to ob ta in t h e i r lon-5 

hauls even where t h a t r e s u l t s i n more c i r c u i t o u s ^ Igss 

e f f i r l e n t r o u t i n g s . 

Could you give me a few examples, s ' r , cf 

movements where KCS has obta ined i t s long hauls v ia 

c i r c u i t o u s , i n e f f i c i e n t rouies? 

A I t h ink the primary example i s t r a f f i c t ha t we 

o r i g i n a t e i n t h e Eeaumcnt, Texas, area. For t Ar*hur , 

Texasf^^^lfil^i!^^ goes to the sou *.he.=, s t , th^.t we haul up 

through Shrevepor t . I t i s a v.-.-ry c i r c u i t o i . s route as 

opposed to SP's and Nir , sour i P a c i f i c ' s rout*- u i r e c ' - l y 

from Beaumont through flew Cr l -an '^ . 

nth'-r t'^an t h a t , '»•=> don ' t h3ve the :=,..efr.-e of 

c i r c u i t y to obta in Icnq haul rcu t ing . s , heing a r e c i o n i l 

c a r r i ? r , mostly having our t r a - ^ f i ^ connected tc oth.^r 

c a r r i ' - r s when we o r i n i n a t - i t or termine* : ' , 

• 'HiPl lvhat about the ' ' o b i l O i l shipir.ente '•hat you 

o r i g i n •-'te at "hai-eer, ' " r . y Y C U o c c s i l 

long e u 1 ecu' • • e t ;i a t , T. c v 1 .m t : 

Texas coast ar--̂ 3 to Kansas Ci ty and : * with 

Santa Fe f o r a mov^ -̂nient back southwf^st tc Les r.ngeles? 

T-n '* tha t co r rec t? 

A •; have been tim.^sw^ 

ir.ente '•hat you 
^.»m-^^mmn^m tm jj^^j^ummimiit^mm-^m 

m9KKm' 
' ' i c '..] r - - - t h e 

ALDERSON REPORTING COMPANY INC. 
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3 

3 

1 o c c u r r e d l i k e t h a t . I d o n ' t know the f r e g c e n c y c f 

3 0 H e l l , i n c o m p e t i n g f o r t r a f f i c cv*^r these l^si> 

4 e f f i c i e n t r o u t e s , t h e KCS I c n g hau l r o u t e s , does KCS 

5 have a s e r v i c e d i s a d v a n t a g e compared t o m^re e f f i c i ' ^ n t 

6 r a i l r o u t e s ? 

7 A Most u s u a l l y we d o , but a g a i n , i t depends on 

8 th.=r s e t of c i r c u m s t a n c e s f o r each i n d i v i d u a l f ^ a t 

,9 i s b e i n g s e r v e d . 

10 3 Does KCS and i t s c o n n e c t i n g l i n e r - v - c-e^t 

11 d i s a d v a n t a g e i n t h i s t y p e o f s i t u a t i o n compared tc the 

12 more a f f i c i e n t r a i l route '^ 

13 A G e n e r a l l y s p e a k i n g , i f t h e r e i s a more 

14 e f f i c i e n t s i n g L t l i n - re ' i*-e, a.'.d we h"e- - . » i m ^ , a 

15 l i t t l e more c i r c u i t o u . 3 rou t . ? , *; w o u l i bo I - s ~ o f i 

16 c o s t advantage t o u s . 

17 a Now, wh?re KCS has hi^'h---- - -̂ -̂  a rcut=> 

18 t h a n uoes a coir c'r-1 i r o r a i l r c a d , de - ' .at plac--- VCS at a 

19 r a t e ! n \ k i n g d i sa d v a nt .i ge compaC'-.-d to t h e c o r p e t i n a 

20 r a i l r o a d ? 

21 A A ga in • -

22 market i n v o l v e i , * he ra*-e s t r u c t u r - s t h a t are Tiovina che 

23 t r a f f i c , what the oth*=-r r a i l c a r r i e r o f f e r s , whether or 

24 not t h e p r o p e n s i t y i s t o observe -a tee cLos. t o t ' t 

25 l e v e l , et ee-i_era. 

ALDERSON REPORTING COMPANY, INC. 
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I t i s hard to make a genaral statement t h a t 

covers everything. 

-) Okay. Well, with t h a t q u a l i f ica t i en, thcugh, 

wouli you agree t h a t i n general where KCS has higher 

cost over i t s r a i l rcutes than i t s competitors do, that 

KCS i s at a ratemaking disadvantage compared to i t s 

competing r a i l r o a d s ? 

A I would have to say g e n e r a l l y yes. 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628 9300 
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3 Now, when KCS has a choice of competing f o r 

f e d e r a l over a long haul, i n e f f i c i e n t route and o f f e r 

short haul, more e f f i c i e n t rcute, does KCS T^r'->rally 

o f f e r both r a t e s and service via both j u n c t i o n s where 

the shipper has a choice of twc d i f f e r e n t options by 

which to route i t s t r a f f i c ? 

A Normally, our aiarketing p r a c t i c e i s to o f f e r 

as many routes and j u n c t i o n points as possible f o r the 

bt-nefit of the shipper. 

2 Okay. And ycu dc t h i s to improve your chances 

of g s t t i n g the t r a f f i c *'rom the shipper, do you not? 

A Yes. 

Q A. d do seme s h i p p e r s s p l i t t h e i r t r a f f i c and 

<;p-< fit i T, es use r o u t e s w i t h KCS via a K T s h o r t - h a u l 

j u n c t i o n _a "I sometimes use r o u t e s w i t h KCS v i a a KCS 

l o n g - h a u l j u n c t i o n ? 

A A g a i n , I ' d say g e n e r a l l y t h a t ' s p r o b a b l y 

t r ' i e . A g a i n , i t g e t s t o t h e p o i n t^jP'IIJJJjjjll^her or ne t t h e 

s p e c i f i c market a l l o w s t h a t t y p e o f a s p l i t , whether or 

not c o n t i a c t s a r e ' - f ^ e c * or tmrnm^ of r h a t n a t u r e . 

3 Now, wh.^re KC? has b c t h a l e n g he. u l , 

i n'='ff i c i e n t r o u t e and a s h o r t h a u l e f f i c i e n t rout--^, does 

KCS l o o k a t i t s r e v e n u e - c o s t r a t i o s f o r t r a f f i c on bc th 

r o u t e s i n d e c i d i n g which r o u t e i t ' s go ing to s o l i c i t t h e 

';est to t r y t o s e l l i t t c the s h i p p i n g , - t p l a c e ? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, DC. 20001 (202) 628-9300 
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A G e n e r a l l y , aoa in , y e s , t h a t ' s t r u e . 

3 And are t h e r e o c c a s i o n s where p r o f i t marg ins 

on the l o n g h a u l , i n e f f i c i e n t r o u t ? a re l o w e r t han the 

p r o f i t margins on t h e s h o r t e r h a u l , s h c r t j u n c t i o n 

rou ta? 

A I t ' s ha rd t o answer , because t h a t ' s a g u e s t i o n 

t h a t w e ' v e been d e b a t i n g f o r a l o n g t i m e , of whether o r 

no t t h e cash f l o w produced hy t h e l o n g hau l r o u t e 

overcomes the s h o r t - r a n g e p r o b a b i l i t y as d e p i c t e d by t h e 

f o r m u l a c o s t i n g t h a t we go t h r c u g h . 

Q W e l l , w h - t I S y o u r view o f t h e ma t t e r? 

A A g a i n , '.hen I l o o k a t s p e c i f i c t y r e s o-̂  

t r a f f i c , I have t o l o o k a t t h e l o n g - r a n g e v i a b i l i t y of 

the movement, t h e l o n g - r a n g e t r a f f i c mix t he KCS i s 

p r e s e a t l y e n j o y i n T . l " " w.: ' 're g o i n a f c r cash f l o w , we 7c 

f o r t h e l o n g r o u t e . I f w e ' r e c - i n g f o r p r o f i t a b i l i t y on 

a s h o r t - r u n b a s i s , we 00 - c r the s h o r t e r r o u t e . 

3 Now, i n competin-7 f o r t r a f f i c ove r '̂̂ -ss 

e f f i c i ' = ' n t r o u t - s , does KCS t r y to match t h e r a t e and 

s e r v i c e o f f e r i n g s t h a t are b e i n g o f f e r e d over the -"or? 

• e f f i c i e n t r a i l rout f^s? 

A Y e s . 

Q Are theLO occasions where KCS and i t s 

c o n n e c t i n g l i n e have t r o u b l e matching these r a t e and 

s e r v i c e o f f e r i n g s ? 

ALDERSON REPORTING COMPANY, INC. 
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A Yes . 

3 And where KCS cannot com? reasonably close t o 

matching the ra t e and service o f f e r i n o s of the more 

e f t i c i e . 1 t r o u t e , does i t g e n e r a l l y get much of the 

bus tnass? 

A I h e s i t a t e t c answer t h a t because I'm not sure 

0mmm 
what you maan by "much." ^^^^^^^m 

3 Does KCS g e t a s m a l ^ ^ ^ ^ ^ ^ B t h e busin<^ss? 

A Could you g i v e me a pe rcen tage range t h a t 

y o u ' r e l o o k i n g f o r , please? 

3 W e l l , where KCS d o e s n ' t come re.-̂  

t o o a t c n i n g the r a t e and s e r v i c e o f f e r i n g s oi 

compe t ing r a i l r o a d , about how much b u s i n e s s 

ge t ? 

!̂  A g a i n , i t ' s h&rd to s a y , ; - cause i t depends on 

t h e marke t s p l i t , t he exac t t r a f f i c t h a t w e ' r e l o o k i n g 

a t . T f you want t o g e n e r a l i z e , p o s s i b l y a range c f 1'̂  

to 30 parcent. ^ 9 9 9 ^ ' 

^ J l H ^ Now, where KCS i s h a n d l i n g t r a f f i c o v e r l e s s 

e f f i c i e n t rou t -^s , i s i t more concerned about t h a t 

f f i c s h i f t i n g t c t r u c k ? 

A A g a i n , i t ' s hard to s a y , because w e ' r e ^ a l k i m 

about g i v e n market p a i r s . Now, f o r c e r t a i n marKets t h a t 

KCS p a r t i c i p a t e s i n where t r u c k c o m p e t i t i o n i s r e a l l y 

no t a f a c t o r , r a i l c o m p e t i t i o n i s our g r e a t e s t t h r e a ^ . 

doeMI^^^H; 

mm^ 

ALDERSON REPORTING COMPANY, INC. 
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And by r a i l c o m p e t i t i o n I mean r a i l compet i to rs who are 

d i r e c t l i n e s e r v i c e , e i t h e r on an o r i a i n - d e s t i n a t i o n 

p a i r o r o r i g i n - d e s t i n a t i o n j u n c t i o n p a i r . 

Where we have t r u c k s invo lved - - I mean t ruck 

compe t i t ion i n v o l v e d - - yes , we are concerned w i t h that 

and W: are concerned about l o s i n g i t to t h a t o p e r a t i o n . 

Q Where KCS ie: hand l ing t r a f f i c over less 

e f f i c i e n t r a i l r o u t e s , i s i t more concerned by the 

sh ippar t e r m i n a t i n g the movements a l toge ther? 

A Cculd you say t h a t again , please. 

3 Where KCS i s handl ing t r a f f i c over l e ss 

e f f i c i e n t r a i l r ou t e s , i s i t more concerned about that 

sh ipper not s t ay ing i n i t s markets and the re fo re not 

shipping? 

A I f '•• -S i s the so le se rv ing c a r r i e r f o r "hat 

shipper anil ihera are oth-^r markets t h a t could d isp lace 

tha t s h i p p e r ' s market, yes, we have a concern. 

3 Now, on page 3 a t the t o p , s i r , you s t a t e tha t 

you observed a s i t u a t i o n where the need tc compete 

i n tram o d a l l y outweighs the need to coirrete 

i n t e r n o d a l l y . '̂y f i r s t z^ri-^sticr. i s , what do -.O'J -^ea" hv 

the phrase "need t c compete" -n t h i s '-'^ntence? 

A In t h i s p a r t i c u l a r paragraph or set of 

paragraphs, I was r e f e r r i n g to the f a c t t h a t , i f t r u e 

compet i t ion e x i s t s and the r a i l c a r r i e r i s concerned 

ALuERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, O.C. 20001 (202) 628-9300 
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about l o s i n g his market to a truck o p e r a t i o n , and there 

i s a more e f f i c i e n t j o i n t l i n e route f o r him to u t i l i z e 

t c b r i n g his ccst f a c t o r s down to the po i n t where they 

can make a rate t h a t i s competitive with the motor 

c a r r i e r , then the propensity should be to engage i n t h a t 

j o i n t l i n e route-making w i t h h i s j o i n t l i n e connector. 

I f there i s no truck competition or i f there 
» 

i s minimal t ruck c o m p e t i t i o n , the c a r r i e r ' s propens i ty 

i s to take h is long haul route on what irargin of t r a f f i c 

he caa p a r t i c i p a t e i n ani f o r g e t about t r y i n g tc get a 

sho r t -hau l j o i n t l i n e r o u t e . 

3 Okay, s i r . And you separa te ly i d e n t i f y a need 

to compete i n t f>rmo d a l l y and a need to compete 

intra-n o d a l l y . 
Y e s . 'iWflHp 

e 11 n e t x ii 

^ffmamm 

mm 

Q ,Vcw, f o c u s i n g f i r s t on coTT-^tinc i n t e r xoda i l y , 

does fCS compete i n t e r m o d a l l y f o r c c n t a i n e r i z a b l e 

t r a f f i c ? That i s , f r e i g h t tha t can be handled e i t h e r i n 

a t r a i l e r or i n a con ta ine r? 

A Gene ra l l y , yes. 

^ And you d l s t i n c u i s h t h i s cosr.---t i t i o n from 

compet i t ion f o r o ther types cf t r a f f i c the - handles , 

i s tha t r i g h t ? 

A Vis a v i s i n t r a n o d a l , yes, 

3 And now, i n what ways does KCS compete 

ALDERSON REPORTING COh ANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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d i f f e r e n t l y f o r t h i s c c n t a i n e r i z a b l e t r a f f i c , the 

t r a f f i c t h a t c o u l l move i n t r a i l e r s or co n t a i n e r s , 

compared to how i t coepetes f o r the other t r a f f i c *hat 

i t handles? 

A And when w e ' r e s p e a k i n g o f movement i n 

t r a i l e r s , y o u ' r e t a l k i n g about t r u c k c o m p e t i t i o n o r 

t r a f f i c t h a t i s t r u c k c o m p e t i t i v e ; i s t h a t c o r r e c t ? 

Q Yes . 

A For the t r u c k c o m p e t i t i v e t r a f f i c , we would 

compete even on a TOFC b a s i s . We may compete on a 

boxcar b a s i s or we may compete on a t a n k c a r b a s i s . I t 

depends on what t h e t r u c k c o m p ' ^ t i t i o n i s and the degree 

o f f l e x i b i l i t y t h a t we have w i t h each t y p e of .;ce:p.-nen* 

rOFC, b o x c a r , or t a n k c a r . 

I f we'r^:- compe tmc w i t h a t r a i l e r , ever 'rhe 

road t r a i l e r movpnent , and we can do i t w i t h a t c x c a r , 

we would p r e f e r t o o p e r a t e w i t h a b o x c a r . I f we c a n ' t 

g-.t t h e p r o f i t marg ins o u t o f the b o x c a r , i f therr : i s 

= i o i ' - * lin-=» connec to r t h ? t w o n ' t j o i n wi*.h us , 

t h ' y ' r e f e r to b-= i n TCFC, wha teve r , we w t l l gc t . 

I f w e ' r e compet ing w i t h a t ank t e - i - k , w- w i l l 

t r y t o compete- w i t h a t a n k c a r . U s u a l l y we can do b e t t e r 

w i t h a ta.-.kcar because a tank t r u c k has l e s s t l e r i b i l i t y 

i n s e c u r i n g empty r e t u r n movements. 

ALDERSON REPORTING COMPANY, INC. 
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3 And you say c o a ^ ^ i t ' o w i t h a tanV t r u c k , tha 

tank t r u c k i s the s o G ^ ^ ^ I ^ R h e compe t i t i on f o r the 

chemical movemencs t ha t the KCS i s i n v o l v e d i n 

o r i g i i a t i n g i n Louis iana and Texas? 

A That would be one, yes . 

3 Now, does KCS compete d i f f e r e n t l y f o r t r a f f i c 

t h a t would move by truck i n LTL chipmeet sizes? Py t h a t 

I mea:i , does the need t o con s o l i d a t e these shipments 

before r a i l handling r e q u i r e KCS to o f f e r somewhat 

spe c i a l departure times i n order tc a t t r a c t ITL type 

t r a f f i c ? 

A XCS presently does not comp-*e y.ead to head 

w i t h LTL type t r a c k e r s . What we u t i l i z t i s shipper 

asscciations who do the conscl idat t;i g o l f r < ^ i g h t , and 

the snippet associations p r e t t y w e l l i n d i c a t e wha* cur 

t r a n s i t times should be. 

Most of the shipper associe-'-'; t r a f f i c that 

I'm f a m i l i a r with i s competitive not so nuch with 

t r u c k s , but with other r a i l c a r r i e r s . 

Q Now, on the shipper asscciat Lon t r a f f i c , 

thr eu g h th-^ she r e -; cci t i o n s * 'c con so'' " - ITL 

shi •-- r r i g if.-' 

A Some do, Y " S . Some cor .so l ida te s t r a i o h t 

t r a i l e r loads i n t o m u l t i - t r a i l e r s h l r " > ' ! - ~ . 
3 P igh t . And through the si . . a s soc i a t ions . 
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KCS does compete head to head against trucks who wculd 

want t o t r y to move t h a t t r a f f i c i n LTL shipments, don't 

they? 

A I'm not sure that we compete head to head w i t h 

t r u c k s . The shipper associations compete more with ta2 

trucAs. But there, of course, i s a p r o f i t r-argin b u i l t 

i n t o t h e i r handling as w s l l , and I'm not ̂ u r t what tha 

s p e c i f i c degree of competition i s . 

The LTL trucker i s a breakbulk type operation 

which uses complex t e r m i n a l s , hauling i n t o the 

te r m i n a l s . They use teamster l a b o r , they use l o c a l 

d i s t r i b u t i o n methods, and I'm not too c e r t a i n t h a t thare 

r e a l l y i s a l o t of competition f o r t h a t at the i'ow 

margiis of TOFC movements. 

Q ^ou eay T^ipC i s movini a*- a low margin on the 

^ c s ? -j^mmm 
A I t h i n k r r i ""¥ l l c a r r i c> r s t h e r e ' s a l ower m a r i i n 

f o r TOFC t r a f f i c , g i v e n th= n a t u r t of s e r v i c e *hat we 

a t t e n l t o t h a t t r a f f i c ^ ^ ^ ^ ^ ^ ^ ^ 

3 I s the b a s l T r e f i s o n * T O ^ ^ ^ e low mara ins ^he 

i n t en s e co m p • i i e n f r - e * * e ? 

A The i n t e n s e c o m p e t i t i o n b3tw=>en r a i l c - ^ r r i e r - , 

I t h i n k , y e s . 

3 Now, t u r n i n g to KCS's o t h e r t r a f f i c , f o r which 

KCS competes i n t r ar o d a l l y , t n i s wculd 1 l eh^ euc*- i s 
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by s a t i n g i 

g r a i n o r c h e m i c a l : or sand and g r a v e l , i s t h a t ilA<.t, 

y o u ' r ? r e f e r r i n g to? 

A Or t h e c o m p l e t e range o f t r a f f i c mix o f a l l 

c a r r i s r s . 

Q Okay. And by s a f T n g t h a t KCS competes 

i n t r a m o d a l l y , you are n o t s a y i n g , a re y o u , t h a t t.-t^i-ks 

d o n ' t compete t r y i n g t o hand le t h i s t r a r f i c ' 

A A g a i n , w e ' r e t r y i n g t o mtike a g e n e r a l i z a t i o n , 

some th ing I h e s i t a t e t o d o , because t r u c k c o m p e t i t i o n i.s 

a v a i l a b l e f o r every t y p e o f movement -at on^ p o i n t c r 

a n o t h e r . I t ' s the degree o f t h a t com r<̂  t i i c n t h a t i s 

unknown t o g e n e r a l i z e o n . 

Q Vow, t u r n i n g to the manner by which KCS 

competes f o r the o f l ^ r ^ t y .J'̂  -J f e o i e - l - l t t e '•̂ •.•̂ .'- ve ware 

t a l k i n g ^ b o u t , docs KCS o f f e r s p e c i a l ' - x p e d i - r v i s e 

f o r a i t o m o t i v e t r a f f i c " l a t i t hand le s down t o t h e 

S h r « - v e p o r t f a c i l i t y ? 

A I w o u l d n ' t say t h a t we p r o v i d e i t on a r e g u l a r 

b i s i s . There --'re t i m e s wn--.>n w<- ha-/e t o move a c a r ^ 

e x p e d i t i o u s l y because i t ' s been delay-.-d i n t ^ ^ P ^ ^ S r 

s o .'̂1 et • . • ' h a t . ' . • - 11 y t : o 

our r e g u l a r t r a i n s e r v i c e . 

3 S i r , c o u l d you d e s c r i b e the t r a i n s'^rvi.-<- t h a t 

KCS o f f e r s today f o r t r a f f i c moving e. your l i n e 

sou thbound f r o m Kansas C i t y ? 
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^ ^ ^ ^ Describe i t i : i what mannar? 

^ H ^ ^ R v e l l , what type cf t r a i n ' service doe; 

o f f e r to shipp-ers i o r t r a f f i c moving southbound fTnit\ 

Kansas C i ty? 

A I c a n ' t g ive you any s p e c i f i c s . I d o n ' t have 

the t r a i n schedules. I would say -jener^l l y tha t f rom 

Kansas Ci ty to Shreveport , mayb"' 2U hours; and *-h-̂ r f rcm 

Shrevsport to New Orleans, maybe about another 19 cr 20 

hours. 

3 How many t r a i ns U m p i P o e s - - hew many 

depc r tu r r s from Kansas Ci ty dc - - I'C'̂  o f f e r d a i l y ? 

A I t vari-cs upon *he a."iount of t r a f f i c th-. * v-

receive at Kansas C i t y . ' < » h a v e t r a i r . s w*'<=re we put on 

extr•^ao. As I understand i * • w.-. h-»7e •-c"̂ -- '•'-•^Z'.'r t ha t 

dcn ' t go becaare t h e r e ' s - i - - * ^ - r . f f i s i e n t amount of 

t r a f f i c to hau l . 

I t ' 3 ha:-i to say. I 'm not an o p e r a t i n g fan 

999 
an-' I find it d i f f i c u l t to an-v<r your qu-'-s^ions. •99^-

0 I know, and 1 j u s t w-je*.; t - get • ^oz 

t h i s i n a general '--e-.e. How many sch-^-'ul's de 

C i ' v '~outrv-.rn o'f-.-r ..outhbcund free 

A I can ' t e'ne-.' r tha ' H y . 

3 Okay. What types of cormodit i . -s io yea ha:H': 

on your t r a i n s southbound f ro r̂ Kansas Ci ty? 

A I would th ink gr-..'in would r-rcb.t' 

11-; ' 
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number one commodi ty . We do hand le some auccmcb i l e s 

down t h e r e , g - n e r a l • • r a f f i c , ' - cxcar t r a f f i c , and some 

TOFC t r a f f i c . 

3 Py g e n e r a l boxcar t r a f f i c , y o u ' r e n o t r e a l l y 

d i s t i n g u i s h i n g between c o m m o d i t i e s . I t ' s j u s t t r a f f i c 

t h a t soves i n boxcars? 

A Yes . KCS's sou thbound mix i s p r e t t y g e n e r a l . 

3 Now, c o u l d you d e s c r i b e b r i e f l y i n terms o f 

t h e n jmber o f s c h e d u l e s b e i n g o f f e r e d and type c f 

s e r v i c e the t r a i n s e r v i c e XCS c f f e r s t c d a y f o r t r a f f i c 

•Bovia? on your l i n e n o r t h b o u n d to Kansas Ci+-y'' 

A The n o r t h b o u n d t i i r i f s would app rox ima te t t o s e 

t h a t I gave e a r l i e r on the s o u t h b o u n d . The t i roes o f 

l - ' e - ' -Lu te I r e - a l l y "-^.-sitate t o V-—- .~ I l c n ' ' _ nn.' 

3 Ckay. ^ u t wh^t '•ypes o f commodi t i e s 

c a r r y on those t r a i n . s ? 

A U s u a l l y p e t r o c h e m i c a l s , p a p e r s , paper 

p r o d u c t s . Py p e t r o c h e m i c a l s I ' m r e f e r r i r n -̂ o a - ^ u l l 

r ange , a l l the way f r o m s o o h i s t i c a t e d hazardous 

;,ia t e r i a s t o : - i c s . ?? cer prod' ; •; .̂ s e.su . i l 1 y 

p u l p b o a r d and f i b e r b o a r d , some n e w s p r : n t c u t ĉ . "Y.n 

paper m i l l s t h a t we s e r v e . 

T h e r e ' s s t e e l t h a t o r i g i n a t e s ^ t a coup le of 

our s t e e l m i l l - - : th.at ccmes r c r t h b o u n d . We b r i n g u: 
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t r a f f i c from S^v Orleans i n t o Kansas City which i s 

imported at New Orleans. That about covers the m a j c r i t y 

of i t . 

Q In these commodities that you mentioned, s i r , 

the i r o n and s t e e l , the paper products, the chem-'.cals, 

do thay a l l move i n mixed t r a i n s e r v i c e , the same 

t r a i n s , northbound to Kansas City? 

A Yes. 

0 Now, s i r , on pages u and 5 of you] 

statement you l i s t some t r a i n i i cnedule^ 

sched'Jles f o r AT3F/SPI that you l i s t al 

Fe-Beaumcunt-^cuthern F a c i f i c schedules 

a v a i l i b l e today , are they? 

A Excuse Tie, I ' d l i k e c r-^ad t h i s a second ani 

make sure I ' r -und'-rstanding where we i r e» 

(P aus e.) 

A I be l i eve the t r a n s i t t imes t ha t are on page 5 

are t imes tha t we ext rac ted from the work papers of the 

Southern P a c i f i c . 

Q R i g h t . "^hose are the post-:^^rger ope ra t ing 

tin.es in the /Appl icant ' s cper-. t i n e r l - - r , • ' ' ' ? 

A W e l l , on the f i r s t l i n e where i t shows 

jastbound and then Santa Fe-PN' and Santa Fe-SFT, Santa 

Fe-FN I be l ieve i s the cur ren t time schedule and the 

Santa Fe-SPT i s t^o proposed time schedule . 
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Q'mmmmmWs what I am r e f e r r i n g t c , the Santa 

Fe-S?T s c h e d u l e s t h a t are l i s* .» 'd cn paces U a-̂ .d ^.. 

Those are a l l s chedu les f r o m t h e ope r - . - inc p l an 

r e f l e c t i n g the s chedu le s t h a t wculd b=> p o s s i b l e a f t e r 

t h e merger i s i n p l a c e ? 

A T h a t i s c o r r e c t . 

3 Now, tna m e r g ^ l s y s t e a t r a i n schedule t h a t you 

s . o . . . . . . 0 . . . n , . . . . -.o . . i f S P . . . . 0 . 

even go t h r o u g h Beaumont, '^exas, would i t ? Or dc you 

know? 

A Are we s p e a k i n g o f t h e proposed new? 

3 R i a h t , t h e oroposed t r a i n ' - ; - -sn ' t even -̂c 

t h r o u g h 'Houston a id e e '̂ei-.e n t , Tex-v̂ e , - ^-s i'^? 

A From Los Anoeles I t h o u g h t i t d i d . Fro-" the 

Oakland t e - r i t o r y , I was und-^- - - s i c n i " wcul-i 

19: ft If . j y ^ j g i ^ 

' I o n ' t b e l i e v e i t dees f rom Los ,5 r T 1 • - to 

Memphis e i t h e r . Frcm '.c -'.: - "re -w Crl .^ ' jns i t 

does, bu t I d o n ' t b e l i e v e i t dees f r o r - Los Angeles t c 

Mr-Tiphi s . 

A ' f t ' e l l , I was un:. ar ' . ~ t i t • . 

go in^---! Houston awi t r c a k o f f and go up th rouah '-.-^-r^ehi-, 

up i n t o the t e r r i t ' - ^ r y . 

2 • Nv». t he Lo-s Ang--les • o New Orl^^-ms ; le 
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t h a t you l i s t a t t h e t c p o f page 5 i s made p o s s i b l e , 

a c c o r d i n g t o cur t e s t i m o n y , by s e v e r a l y a r d 

cor so l i d a t ions i n t h e l o s *ngeles a r e a , t h e 

s p e c i l i z a t i o n of one of t he ya rds on TOFC service- by 

r e r o u t i n g a number of Southern P a c i f i c t r a i n s o f f t h e 

S o u t h e r n P a c i f i c ' s r o u t e , t h e Sunset F e u t e , and c n t o 

Santa Fe's doub le t r a c k r o u t e t h r o u a h A r i z c n a and '̂ew 

M ex ico . 

Now, c o u l d Santa Fe and Southern P a c i f i c 

r e a l i s t i c a l l y c o n s o l i d a t e t h e i r yards and s h i f t a l l of 

t h i s t r a f f i c i n o r d e r t o a c h i e v e these new s e r v i c e 

schedu les w i t h o u t mergina t h e i r r a i l r o a d s ? 

A That c a l l s f o r a d e c i s i o n t h a t I ca.e ' t make a* 

t h i s t i m e , no t knowino the s ' - e c i f i c s o f how you run t^ 

t r a i n , how b c t h c a r r i e r s r u n t h e i r tr--.:ns i n ^cnr-'-e .ee 

w i t h ?ach o t h e r . I have to l o c k a t hew we cp-^rate th-^ 

Santa Fe ov-ar r - a l l a s and make the d e t e r m i n a t i o n t-h.,.t , 

a r a b l e to cor, pe te i n a .ti e r * . wh- re we have a s lower 

t r a n s i t ti '^^e, over the r e a l t r a n s i t t i ^ e , hy h=?ving 

r u n - t h ouah o p e r a t i o n s , dii<=-ct j - -— nge, and c ! ' a i - ' 

So I would have t o presume t h a t ' ' . - --.r-z F-

and SPT c o u l d do t h e same t h i n a i f they a rc t r y i n a t o 

work t o g e t h e r . 

0 W e l l , y o u ' r e not tes t i f y i n a h e r e , e; , 'J, 
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1 t h a t 5anta Fe and SPT could consolidate t h e i r yards as 

2 separate companies and wove the Seuthern P a c i f i c t r a f f i c 

3 o f f of tho Sunset Route i n o r i e r to achieve these 

4 schedules th a t ar=^ i n our testimony? 

5 A Operating independently? 

6 3 Right. 

7 A I t h i n k t h e y c o u l d do some of t hose t h i n g s t o 

8 a c h i e v e a t r a n s i t t i m e s i T i l a r *o t h a * . T would have t o 

9 go back to the work p a p e r s , which I d ^ s ' t hav-= w i t h me, 

10 t o see what the p r e s e n t s chedu le i s . Fut i f I r e c a l l 

11 r i s h t , i t ' s o n l y w i t h i n a few hours o f t he one t h a t ' s 

12 demons t r a t ed here as f a r as d i r e c t s e r v i c e hy the SP. 

13 Now, I d o n ' t know what th-^ Santa Fe can d o . 

14 3 Okay, so you d c n ' t know whether the'-^e 

15 s c h e d u l e s c o u l ' he achieve-d hy t.*-- r a i l r o a d s c r no t? 

16 You h a v e r . ' t s t u d i e d t h a t ? 

17 A T'hat 'E c o r r e c t . 

18 Now, s i c , t he purposf^ , the s t a t e d p-.irpose f o r 

19 pu»- t inT these new schedu les i n , these 1'"?'̂ . s c h e d u l e s , 

20 was to d i v e r t ruck t r a f f i c te '^'r'^F. '"o you aarc^" t ha t 

21 * ; schedules w i l l '^natl-- 5'!"? t - - Tore 

22 age e - i v e l y a g a i n s t t r u c k s f o r curr<=ne t r u c k t r a f f i c 

23 movinrj i n tnes-i marke*: ? 

24 A A a a i n , I have t o get to t n e co in ' - t h a t ycu 

25 c a n ' t make a g e n c c a l i z a t i J n on i t . "^here are t r u c k 
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movements t h a t you would g e t , t h e r e a r e t r u c k movements 

t h a t -,/ou w o u l d n ' t g e t . 

3 Okay, bu t t h o - e s c h e d u l e s w i l l enab le us t o 

get more t r u c k t r a f f i c , d o n ' t you t h i n k ? 

A T c a n ' t say t h a t because I d o n ' t know a l l of 

the s p e c i f i c s o f what y o u ' r e compe t ing w i t h on an 

i n d i v i d u a l marke t b a s i s a t the t i m e . 

Q As a r u l e , when you improve TCFC s e r v i c ? t c 

g i v e y o u r s e l f an e f f e c t i v e a r r i v a l a day earlieo.- between 

g iven c i t y p a i r s , t h a t does enable you to t ake t r u c k 

t r a f f i c , d c e s n ' t i t ? 

A A g a i n , t h e r e are t i m e s when i t does , y e s . 

3 Now, do you know - - w e l l , okay , I ' l l word i t 

t h i s way. I s n ' t i t t r u e t h a t the s chedu l e s t h a t you s e t 

•^orth i n your t e s t i m o n y and t hose t h a t you se t f o r t h i n 

your e x h i b i t , ycu r E x h i b i t IWP, t h - ree - pa ge e x h i b i * 

a t th? end o f your s t a t e m e n t , were des igned s p e c i f i c a l l y 

fr- make t h e new system more C T p e t i t i v e w i t h t r u c k s i n 

terms o f the 1 - p a r t u r e t i m e s ^rom t h " o r i g i n c i t i - s and 

a l s c i n te rms o f "-he a r r i v a l t i m e s a* '-'•<-- ,'.-e* i n a t i o n 

c i t i e s ? 

A I unde r s t and t h a t ' s what y o u ' r e o f f e r i n g , 

y e s . 

3 And you can t e l l t h a t , t o o , c a n ' t you, hy 

l o o k i n g at th-^ s c h e d u l e s , t h a t t he departur^^" t i e r 
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1 ra ther l a t e i n the day, to permit the t r a f f i c to make 

2 the t r a i n , w i t h genera l ly ^ a r l y morning a r r i v a l s at th^ 

3 d e s t i n a t i o n c i t i e s ? 

4 A Could wa t a l k ahout each one i n d i v i d u a l ! 

5 you want t o address? 

6 Q A l l r i g h t . In t h a t case, l e t ' s j u s t move to 

7 another t o p i c . I ' d l i k e t o discuss some other wavs tha t 

8 ^ •̂'̂  i s competing w i t h t rucks *c handle f r e i g h t t r a f f i c . 

9 What type o f t r a f f i c d id KCS targ<=t when i t b u i l t the 

10 bulk un loadinc f a c i l i t y at Kansas C i ty? 

11 A We targeted d i r e c t haul covered 

12 p l a s t i c movements o f f cf our l i n e . ta rge ted some 

13 movements t h a t were moving by t r u c k . 

14 2 '•'hat kinds of shippers use -hes; ^ - . - i l i t i e s ? 

15 I s i t genera l ly smal ler shipr- i rs? ^llSflP'-

16 A I would guess about 50 percent of the shippers 

17 t h a t p resen t ly u t i l i z e or r ece ive r s t ha t prc-s'-'ntly 

18 u t i l i z e t ha t f a c i l i t y ir--- - r a i l l o t shipPc 

19 3 And those sh ippers , absent t h i s f a c i l i ty ,'_l2w 

20 would those shippers take ':'=liv«^ry of t h e i r prcduc 

21 A Fr ier to us • - •;inr3 te,-- '--uiy f e c i l i - y , 

22 was moving through another bulk f a c i l . : t y over in 

23 Louis , wi th -*-ruck d i s t r i b u t i o n beyond t h a t . There- were 

24 some r e c e i v e r s t ha t were r e c e i v i n g d i r e c t s h i p - ^ y 

25 truck until we acquainted them with the econoi: . ^ 

ALDERSON REPORTING COMPANY, INC. 
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us inc h i g h r a i l d e n s i t y car s h i p i e n t s on ?. l o n g e r 

d i s t a n c e b a s i s . 

3 Does KCS coT-e*. - i i - r ' - t l y i - ^ ^ i n s t t r u c k s f c r 

s a ^ d a n d g r a v e l movements? 

^ ^ T T Not r e a l l y . KCS r e a l l y does no t serve the 

sand and g r a y e l t a r k o t t o a l a r a e ^ x t - r t , o r --ven t o a 

s m a l l e x t e n t . ^ S M ^ ^ ^ ^ H p 

KCS has b a s i c a l l y wi t n ^ n T ^ r ' r o n t h a t narke* 

past f .-w years? 

A Y e s . 

3 And t h a t ' s hecauc^ th*--- t ruc ' ' . s a rc b ^ n d l i m i l l 

th--- sa ad a.ed g r a v e l t o e a y , i s n ' t 

A No , i * ee -. es • '*e ; e 

our l i n e t h a t : .. ee sh i r s--̂ -•-..- -

point.,;; t h i * u * - i l i z e i t . 

3 Does K C e - ; . - . : . : - :, / 

weed c h ip an- ,;'. - c ' - - • ? 

A '^or wood c h i : . pulpwc 

3 Ts t he t r u c k sh.-. r-- e- • . 

o v.-r t i r e ? 

y 

9m99 

v-- '. te 

s '•' e or 

y; 

i c i n c r e-.is la 

w--'ve I e i t t h a t we hav • • 

t^- '-- t r u c k s . Th.-/ a re a v e r y p e c u l ' 

however . You can'*- -'-em th . - ncr-

t r u ck , 

t r u c k ope; • 'Ople v i s u a l i z ' 
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9 

1 compet i tor that r a i l r o a d s compete w i t h . 

2 3 I n other wcrds, t h i s t r uck - c e r a t i c n has been 

3 i e s i j n e l s r e c i f i c a l l y to t r y t c take t r a f f i c away frcm 

4 you c a i l r o - ' d , f o r exaT.ple? 

5 A These type o f t r u c k e r s are the mom and 

6 type t h a t w i l l go out and spend maybe 5^5,000 f o r a 

7 rnnipir>r.e r i a , which inc ludes the t r a c t o r and the 

8 t r a i l ? ' * , which i s noth ing more than a wheel w i th a bar 

9 down the midd l e , wi th u p r i a h t bars welded onto i t f o r 

10 l oad ing pi:lpwood. 

11 The investment i s very small and the r a t e cf 

12 re tu rn f o r those people i s v-^ry m i n i m a l , because they 

13 ar>^ not — d o n ' t have the business acumen wi th which to 

14 p T i ce 

15 of d o l l a r s a d;='.y, they'r--- happy. 

16 Fut they're not t f e type of competitor *• h a t •« 

17 r e a l l y visuali'.re on a long h.-iel - - i s . 

18 3 P'v̂ t -^e r e s u l t c-̂  th-^ir e n try '̂ -re i n t o t h i s 

19 market has If-- z - .< t : •; - about C percent cf you' ' :-ket 

•mim9 
20 shar^. of t h i s r-rcduct? - ^ ^ ^ ^ ^ H 

^^^T ̂ ^^^mm^m9m 

22 3 Is t h i s a phenomenon you t h i n k i s pecul_ar te 

23 KC^ i n your reaion or do you th ink th - * t h a t ' s a ; r t o f 

24 th ing t h a t ' s goma on and tha t a l l cf t t e r a i l r c a . l s in 

25 t 

product . ^nd as long as they 

^ ^ ^ ^ ^ ^ 
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A I would suspec t that for pulpwood, c h i p s a n d 

pulp-rfood, that a l l the r a i l c a r r i e r s are f a c i n g t h e s t l ' ^ 

t h i n g . You have te be.-ir i n rrtrd, thouch, that we're 

t a l k i a g about r e l a t i v e l y short d i s t a n c e haulvige by the 

t r u c k , anywhere *rom 15 to 30, to UO m i l e s . 4 M H l l 

3 Now, has t r u c k com pe'»-i t i o n been a f a c t o r i n 

i n n cv a t i en s th,->t h a v'c> been ma'-'-̂ * i n r a i l r o ' ^ ' ^ Qt-rvi r c •'-ir 

paper sh ipper ;^ , i n t e rms o f i m p r o v i n g the equipment 

t y p o , f o r example , or i m p r o v i n a l o s s and zianxn-? 

c o n t r o l ? ^ ^ ^ K m ^ ^ ^ ^ 

A - ' ' ' ' i ^ ^ ^ H ^ ^ ^ ^^•'^ a l locat<= thos^ in r ro - ' - .Te 

t o t r u c k c o m p a t i t i c n . C e r * a i n l y t r u c k s e o f ^ e r -e-^e 

degree of s a f e h a n d l i n g t i i a t the r a i l r o a d s w o u l d n ' t 

o f f e r i n a very g ^ r ^ ^ r a l s e r v i c e t v p e b o x c a r , wi ' i t ; r.o 

cush ioned u n d e r f r i r i e d e v i c e s . 

Howcver, cu sh i cned und <•-rf ra IT, e d e v i c e s 

have come a c r c - s t o r a l l -vpe.-- c f t e i i ' ; , , --.-^ 

' ; ] l p w o o d o r paier- pro-juc*; . .And T would b̂ r very 

r e l u c t a n t t o cny those . wer? caused by t r u c k 

coT'^-t It ion. .'hey're ^-• •: -1 ty rail carriers •rry • 

o^'i'-r r'^t'-'-r ed to ^i : •-. r z 

t - , - j r t a t i o n v - ? h i c l e . 

0 "ut the e f f e c t of tlisse d~-; ' " t y^Zr^--rz,i, ^ 

v'^-hicle has i T p r c v - ' -ho r a i l r o i d s ' co" 

v i s a v i s - thf^ t r u c k co: , V ^w t r u 

ALDERSON REPORTING COMPANV. INC. 
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b e t t e r sa fe ty f a c t c r t o the 

sh ippe r , i s n ' t t ha t r i g h t ? 

A For t ha t type of equipment, gene ra l l y I can 

say t h a t i s a c o r r e c t s ta tement . 

mm 
mm 
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3 Now, are you f a m i l i a r wi th the concept c f j i s 

i n time i n v e n t o r y , " r . Plo*h? 

A Yes-

Q Wculd you exp la in your understanding of th . i t 

concept? 

A The concept as i t r e l a t e s to t r ansport at io-i i s 

t h f d?s i re by * h : shir.r.r^r t c r*»duce h i : . inver ; tcry cost 

by making 3hip'"ents fro'n a given o r i g i n to d giv*-n 

d e s t i n a t i o n so tha t the goods w i l l a r r i v e at *' a 

d e s t i n a t i o n i n t ime ' n t h t n maybe a 10 tc 2U-hour t i r . e 

frame f o r usage at the der t in--? t i o n . 

3 And has the i.^pact of t h i s , i t ' s b ' - n 

adoptsd by var ious c o r p o c i t i s n s 1 >.-! t - . e t i i l l o t shipmenc 

sizes and tnc-^'aser. import :i:cc- on r ap id a.n'* r e l i a b l e 

t ran; ' ; i t t i ' te- , -.n-i -.lec an in^ 

and damaqe by *he shipp*; i : ; ' ' ' 

A Yes* ^^^^^^^^^^K^^^^^^F 

3 Do ycu agree that t h i - : ^ vime inven to ry 

c-^nci-pt i s i a rew ina ph^nc^enen arena mane; 

c o m pa n i e s t o d ;j y ? 

towards someone tha t i s a c tu , 

manufactur ing •-ro'--.'.s l i k - - ,-• "^r.r.r- i r - ] , , , 

3 No w, •'' - ' h i s je • t i 

ai' - - ' t , wel 1 , i - . s tn 

ALDERSON REPORTING COi-^PANY, INC. 

20 ' ST., N.W., WASHINGTON, O.C. 20001 (2021 628.9300 
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i t g i v e n t r u c k s a c o m p e t i t i v e advantage v i s - a - v i s the 

r a i l r o a d s i n compe t ing f o r m a n u f a c t u r e r s ' b u s i n e s s , do 

you t n i n k ? 

A There c e r t a i n l y i s an advantage when an t r u c k 

has an o v e r - t h e - r o a d t r a n s i t t i m e and the shipment s i z e 

i s s m a l l , such as a t r u c k l o a d s h i p m e n t , u n l e s s t he r a i l 

ca r r i A ns can match t h a t . 

Do ycu =»xcec* the t r e n d toward j u s t i n *ime 

d e l i v e r y t o c o n t i n u e en he f r . u r e ? 

A A g a i n , w e ' r e t ' .y .. , t o make a g e n e r a l i s a t i o n 

w i t h t h a t s p e c i f i c market knowledoe , and I would hav«r 

say g s n e r a l l y you c o u l d p r o b a b l y say ' :hat ; bu t I would 

^919 

HP 

have t c l o o k a t each p a r t i c u l a r market to f i n d cu t 

whether or net t h o y have the c? p a ' ' " i l i t y o r ever; 

•^or u s i n g j u s t i n • ; ' - in v r . t r y . 

3 Now, s i r , i s t h e r e a t r e n d i M M I M H R b e d 

'^'tate? today t o w a r d a dec^-n t . . - i l i z a t i o n of p r o d u c t i o n 

f a c i l i t i e s ; t h a t i e , I c c a t i n a m a n u f a c t u r i n g p l a n t s 

c l o s e r to t h ' ,: .-as of c o r s u m e t i o n ? 

A I ha te t c keep s a y i n e " h : - , t-e*- i t a g a i n 

- ' ^ r ' ^n i s on t h - i n d u s t r y . - - i u s t r y s o s t s 

r e l o c a t i n g are t o o insurmoun- , •, th'^y w i l l net 

r e l o c a t e . They w i l l i se t h e e x i s t i n g f a c i l i t i e s . I f 

i t ' s a s m a l l e r i n d u s t r y or they h o b s o l e t " 

f a c i l i t y and they need to produce -. e ; l e r n f a c i l i t y . 

nee J 
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y e s , t h e y nay move i t . 

3 Y.j q u e s t i o n i s n;ore g e n e r a l . I t w a s n ' t 

i n d u s t r y s p e c i f i c , as you p o i n t e d o u t . I s n ' t i t t r u e 

t h a t i n many i n d u s t r i e s t h e r e i s a ii;ove t c w a r d f ^ ^ s 

d e c e n t r a l i z a t i o n o f p r o d u c t i o n f a c i l i e i e s ? 

A I f you want t o g e n e r i l i ^ e , yes . 

0 And would you say t h a t where * h i s has occ r r e d 

t h a t t h i s t r e n d i s l e a d i n c toward s h o r t e r h a u l nove- .ents 

o f manufac tu red commodi t i es? 

A I c o u l d n ' t Jake t h a t ;o n? ra 1 iza t i o n because i t 

r e s u l t s i n s h o r t h a u l movements f o r one segment of the 

p r o d u c t , b u t l o n g e r h a u l movements f o r t he o t h e r t c c - i e n t 

o f t.h5 r o d u c t . I f you have a raw m a t e r i a l t h a t has a 

cheaper c o s t and a cheaper t r ^ •'"e o r t a t i en c o s t than th = 

ou tbound m a t e r i a l which i s of a h i g h e r Vu!'-e a 

h i g h e r t r a n s p o r t a t i o n c o s t , th - t r e n d , i . : iry "^ ind , wcu ld 

be to t a k e advantaae o f a l o n a e r h-aul f o r t h ^ cheaper 

inbound raw pr-^duct and t <.e a shorter- h ' u l f c r thn 

out!'-" und p r o d u c t . • ' ( f ^ ^ ^ ^ B 

Put a a a i n , i t depends on t h ^ j ^ ^ ^ r i o n o-̂  where 

th-^ tia r k e t s a r - r , w^at "ar''-; * 

g r o w t h . You j u s t c a n ' t make a gen^ r a i i z» t i cn l ik - - - the*: 

f c r any p a r t i c u l a r i n d u s t r y . 

f> Okay. S i r , i n Appendix » of y r u r ver ' 

3 t - - t = i--^nt you s i t ? ?. number o f s t a t i s t i c s . 

ALDERSON REPORTING COMPANY, INC. 
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VB. DREILI.NG; A g a i n , a re w-̂  on ^CS-'IU? 

YB. WILSONS R i c h t . 

PY NR. WILSONi (Fosnming) 

You c i t e a number of s t a t i s t i c s c o i ^ ^ B l p n g 

v a r i o u s t r u c k t r a f f i c l e v e l s i n r e c e n t yearsc A l m o s t 

a l l o f your s t a t i s t i c s come f r o m t h e r e g u l a r common 

c a r r i e r c o n f e r e n c e . What t ypes o f motor c a r r i e r s b e l o n g 

t o t h i s c e n t e r e n c e ? 

A These ar p n o r m a l l y the people l i k e Y e l l o w 

F r e i g n t , T r a n s r o n , o t c e t e r a , which are i d e n t i f i e d w i t h 

brake b u l k type o p e r a t i o n s . 

Q These a r e t h e r e o u l a r r c u t e common c a r r i e r s ' 

h Regular c a r r i e r s , r i g h t . 

Q What o t h e r t y p e s o f mot'^'- c a r r i e r s are -^here 

t h a t l o n o t belon-^ t o t h i s ccnf-'^r^ 

A C l e a r l y , *-.h-'re's *h= independent * r i : cke re 

which do n o t b e l o n g t o an o r g a n i z e d con fe r ence l i k e 

t h i s . You ha«/e t h - i r r e j u l a r r o u t e c a r r i e r c c n f e r e n c ? 

which covers p r o b a b l y twc o f t he a r e a t e s t croups c f 

t r u c k ? r s . 

2 • ; - ' • ' - . .i. nd yoe - ' I s - h^ ^ 

c o t m o i i t y c a r r i e r s , d o n ' t veu? 

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

3 And ' ^ r i v a t e c a r r i e r s vh^-re s h i p : •>r<= 

a c t u a l l y p r o v i d i n g t h e i r own t r u c k t r en snc r t a t i o n , 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W , WASHINGTON, D.C. 20001 (702) 628.9300 
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r i g h t ? 

A Y e s . 

3 Now, i s the t r a f f i c f o r each of f . iesa o*-h<=r 

types o f motor c a r r i e r s i n c r e a s i n g , d a c l i n i n g or s t a y i n g 

the sa me? 

we were l i m i t e d t o o n l y using- the commcn c a r r i e r 

c o n f s r e n c e i n f o r m a t i o n . 

3 But t h e s t a t i s t i c s you have used i s c n l y 

r e f l e c t i n g one o f t he =. f i v e t y p o s o t .liOtor c a r r i e r s . 

A T h a t ' s r i g h t . 

3 And they d o n ' t r e f l e c t t r u c k t r a f f i c g r o w t h 

o v e r a l l ; i s n ' t t h a t r i a h t ? 

A 1. a t ' s c o r r e c t . 

3 Now, s-r , cn page 21 of y our " ^ ^ ^ M p en t ycu 

d i s c u s s some of the p o t e n t i a l dangers you sf»e i n new 

r a i l r a t e m a k i n g f r e e d o m s , and near the b o t t c m c-̂  "Ye 

P'^ae rfhen yoei l i s t what y o u ' r e concerned ='bcu'- as b e i m 

p o s s i b l e adverse e f f e c t s rr: s h i p p e r s , one o f the t h i m s 

you l i s t i s the a b i l i t y o f l a r g e cer - r i -rs tc =>xit f r e t 

g L V -. - " • - - . 

Cc you s-?.e t h a t , s i r ? 

A Can you p o i n t me s p e c i f i c a l l y t o t h o l i n e ? 

Q I t ' s the l a r g e pa ragraph on pag-- 2 1 , eb'-'Jt 

^ c u r l i n e s f roT, the b o t t o m , wh«re you d i s c u s s the 

^mmmm 
9999' 
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a b i l i t y o f l a r g e c a r r i e r s t o e x i t f r o m g i v e n m a r k e t s . 

My q u e s t i o n i s how wou ld a r a i l r o a d ' s a b i l i t y t o e x i t 

f r o m a market e an adverse e f f e c t on s h i p p e r s ? 

A Excuse me for the delay. Un my sh-eet it shows 

on page 22, paragraph U. Is that correct? I mean part 

U of that paragraph t h i i f s identified by number ^. 

Q I t may have been changed. 

VOICEx I t h i n k i t ' s on pages 22 and 23 ef t h e 

r e v i s s d s t a t e m e n t . 

BY YR, WILSONt (Pesuming) 

E i g h t . Ckay. Yes . I 'm t a l k i n g about c o i r i i P f i l 

^mni^^^' 
on to t h e t o p o f page 23 i n the revise-^ s ta teme- '^ . 

A Excuse me. Th i s i s n ' t r e a d i n g r i g h t t o me i n 

t h e r e r e a d i n g . 

WE. DHFILINGf Your " o n o r , - f f t he r e c o r d . 

( D i s c u s s i o n o f f the r e c o r ' ^ . ) 

THE WITNFSSi The cc.rm.entary abou t i r f r c v e " ' 

rovenaes or e x i t f r o m p r o f i t a b l e bus iness - r , ; - - - . t s 

r e f e r s back t o your w i t n e s s K l c s s ' s ta teT^ont . 

"Y Y ^ . WILSON: (Besuming) 

o nc you hav;^ my a u e s t i g g j g j | | i | M . r d ? T t h i n i 

p r . l e t l y s h o u l ' ' r e p e a t the q u e s t i o n now t h a t y c u ' v e read 

the p a r a g r a p h . Ky q u e s t i o n i s how does a r a i l r o a d 

a b i l i t y t o e x i t f r o m a m a r k e t , how does t h a t adverse , 

a f f e c t s h i p p e r s ? 

ALDERSON REPORTIN'". COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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A I f a r a i l r c a d i s the s o l e sou rce o f 

t r a n s p o r t a t i o n f o r a o i v e n s h i p p e r , a^d he e x i t s f r o m 

the m a r k e t , an-̂  t h e s h i p p e r has no o t h e r r e s o u r c e e t h e r 

t h a n perhaps some t y p e of a h i g h c o s t motor ca r r i ^^ r 

which p r o h i b i t s him f r c m m a r k e t i n a h i s goods , t h a t w i l l 

h u r t a s h i p p e r . 

3 W e l l , t h e r a i l r o a d ' s a b i l i t y t o e x i t f r o m the 

market would n o t be a n t i c o m p e t i t i v e , wnuld i t ? 

A Yes , i t c o u l d be am x c o m p e t i t i v e . Tf you h i v e 

a r a i l c a r r i e r , you have twc r a i l c a r r i e r s i n a g i v e n 

market and one e x i t s f r o m the t a r k e t and the e t h e r 

c a r r i e r becomes dominan t and i s i n a c e - i t i o n t o eirploy 

m o n o p o l i s t i c p r i c i n g , monopol i s t i c - r y s e r v i c e s , I 

w o u l i say t h a t w o u l - he a n t i c o mpe t i t i ' i r e f o r the s h i p p a r 

i f he IS not a b l e t o market h i s goods i n a g iven ^r^a 

wh.=>r3 h e ' s i n c o m p e t i t i o n w;: th anoth'^-r s h i p p e r ' • has 

r e a s o n a b l e t r a n s p o r t a t i o n . 

Q So by e x i t i n g f r o m th<^ m a r k e t , here y c u ' r e n e t 

r e-*̂ -err i n a t o an abandonm-ent ; y o u ' r e j u s t r - ^ - f e r r i n g t o a 

s i t u a t i o n where a r a i l r o a a m i c h t j u s t s top compet in - f c r 

t r a f f i c . I s t ^ - i t your r̂ *"--̂  r--' - " 

A I ' m j u s t u s i n g t h a t as an i l l u s t r a t i o n . 

Abanlonment c c u M be anoth-^r one . 

Q Ckay. 5u t i f t h e r e was an abandoment, 

c o u r s e , any proposed abandonment would have t o b*= v i 

ALDERSON REPORTING COMPANY, IHC 

20 F ST., N.W., WASHINGTON, C.C. 20001 (X02j 628-9300 
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and approved by the I n t e r s t a t e Commerce Commiss ion . 

A T h a t ' s a g r e e d . ^l|lH0|| |f | | | | |^^ 

3 Y o u ' r e no t p r e d i c t i n g h e r e , are y o u , t h a t t h i s 

merger would r e s u l t i n abandonments o r any merged 

c a r r i 3 r e x i t i n g f r o m any marke t t h a t i t ' s now i n , are 

you ? 

A I c a n ' t comment on t h a t , S r . W i l s o n . I d c n ' t 

know. 

3 How, you a l s o s t a t e i n t h i s sane sen tence •:h---

l a r g e c a r r i e r s can l o c k s h i p p e r s i n t o markets o f the 

c a r r i e r ' s own c h o o s i n a . Do you have any examples c f 

cases where a r a i l r o a d has f o r c e d a s h i p p e r t o s h i p i t s 

t r a f f i c t o a market t h a t t h e r a i l r o a d chose r a t h e r than 

a market t h - ' t *he s h i p p e r c h o s t ? 

A I d o n ' t have any t h a t come d 1 ce<S:'fTf" t o m i n d . 

3 Now, s i r , on page P ef your December '• e 

v ^ T - i f i a r i s t a t e m e n t , your KCS- I ' ^ , you 1 e s c r i b e t h e 

KCS-Santa F(»-Big C c o n n e c t i o n as equal to c r " - . ' t t e r t h a n 

t h e p roposed S^iF r o u t e b<='tween Los A n a - l e s ard N«w 

O r l e a n s ; and T have a few q u e s t i o n s i h o u t t h a t . 

I s the rr- . - - " - ' e - ' • - - . 

Or l eans about 200 m i l e s s h o r t e r than the Santa Fe-KC^ 

r o u te? 

A Excuse me a g a i n , Mr . W i l s o n . Can we go back 

t o where y o u ' r e looki i . e - =- t h i s ? Pag- 2 you s a i d ? 

ALDERSON REPORTING COMPANY, INC, 

20 F ST , N W , WASHINGTON, D.C. 20001 (202) 623-9300 
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Page 8 

A Pag= S. I ' m s o r r y . 

3 Your a s s e r t i o n t h e r e i s t h a t th-^ =ig D r o u t e 

i s e q u a l t o or b e t t e r than the proposed SPSF s i n g l e l i n e 

o p e r a t i o n . Yy f i r s t q u e s t i o n i s i s n ' t t he SPSF r o u t e 

between Los Angeles and New Or leans go ing t o be over 20 0 

m i l e s s h o r t e r than t h e Santa Fe-KCS r o u t a v i a D a l l a s ? 

I ' m n o t f a m i l i a r w i t h t h e mi leage on t h a t . T t 

w o u l i be someahat s h o r t e r . I d o n ' t know t h e dear-^e of 

how s h o r t i t w i l l be . 

0 Does an i n t e r c h a n g e occur between Santa Fe and 

KC^ on B i g D t r a f f i c ? 

A There i s an exchang<= of equipment b'=--tweer th» 

KCS a i d t he Santa Fe. The KCS p r i c r t c t he r e c e n t 

Changs by t h e Santa Fe was t a k i n a our equipment a* 

S h r e v e p o r t , r u n n i n g i t t h r o u c h ••o I b '^ ' l ieve i t was 

Brownwood, a t which p o i n t th^.- " an t a Fe crews came cn 

board and took the t r a i n s a l l *he way t r the ^ 9 9 9 9 

d e s t i n a t i o n . « ' i th the r a c e n t change * h a t ' s occur re - i , 

t h a t ' s no l o n g e r i n e f f e c t . 

Zi Does a r r ew change ake p l ace a t t t - a 

Fe-KCS interch-- 'nge ? 

A At B-ownwood a crew gets o n , and the re i s a 

crew c h a n g e , y e s . A KCS cr .aw ae ts o^ ' f . 

:dE. DEEILINGi Excuse me, Yeur ' ' o n o r . Could 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,, WASHINGTON, D C, 20001 (202) 628-9300 
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we go o f f t h e r e c o r d f o r a minu te? 

( D i s c u s s i o n e f f t he r e c o r d s ) 

JUDGE HOPKINS* Pack on the r s c o f a T 

BY MR. WILSON; (^esumina) 

3 S i r , I b e l i e v e t h e r e may have been a 

m i s u n d e r s t a n d i n g t h e r e . Does a crew change t a k e o l ace 

a t D a l l a s between Santa Fe and K C ? 

A Yes . I was t r a n s f c s i n g D a l l a s and Erownwood 

i n my m i n d . 

3 A l l r i o h t . Does a cha.age i n pow<=r f r o m 

Fe to l l ^ t f 9 KCS t o Santa Fe t a k e p l a c e a t some p c i n t 

a long the r o u t e ? 

A I b e l i e v e the exchange o f power occurs at 

B ro wnwood. 

3 Now, do bo th Santa Fe ' ^'Z^ have t o f -n te r 

a l l of the w a y b i l l i n f c r m a t i c n and car i n f o r m a t i o n i n 

t h e i r compute r s 

A Yes . 

0 

) 111 i n i c r m a • 

Do bo th Santa Fe and KCS have t c pay per ' 

on cars moving over the B i g D rcu'-e ' ' 

A Yes. 

3 So two s e t s c f c a r movement r e c o r d s have to be 

m a i n t a i n e d f o r a l l t h i s t r a f f i c ; i s n ' t ^hat r i g h f 

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

3 Vov, ' do b o t h Santa Fe and ""~ ' ^ v e t c a n a l i Z ' -

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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the s ? t t l e d w a y b i l l s c r. B i g P t r a f f i c t o mako .sure t h a t 

t h o y r e c e i v e t h e i r c o r r e c t d i v i s i o n c r revenues? 

A I would presume se, yes . 

3 M i l l t h e f i : " i n g o f a l o s s and damage c l a i m 

i n v s l v e an i n v e s t i g a t i o n by bo th t h e Santa Fe and the 

KCS c l a i m s d e p a r t ^ i e n t t o d e t e r m i n e whe caused t h e 

damage 7 

A Where those c l a i m s a re f i l e d , y ^ s . 

Z Now, are cabooses — do cabooses hav^ t o be 

i n t e i c h a n g e d and s w i t c h e d at sc---- p o i n t i n the r c u t e ? 

A In p a s t p r a c t i c e s , ye s , t h e r e a r e mcvem^-nts 

w i t h i n t h ' i yard to t o t a l l y e l i m i i : ^ * : ^ c a b o o ^ - s . 

3 D o n ' t Santa Fe and KCS salesmen o f t e n c a l l on 

t h= s'imo s h i p p e r s to s o l i c i t t he same t r a f f i c over thz> 

P-ia n r o u t e ? 

A Yes and no . 

3 T h e r e ' s an o v e r l a p ? 

A T h a t ' s r i g h t . 

3 ' l u n - ' e r ' . t a H B H ^ ^ H p n ' t Santa Fe and KCS hnve 

t o agree tr- j o i n t r a t e ^ ^ j ^ ^ B v i s i o n s i n o r d e r t o 

ccrr'pete f o r l r - - x f f i c m c v i r o b y the j o i t - ^ , l i n e rcut-- ' ' 

A I f i t ' s a j o i n t r a t - - , y e s . Soi^*imes c a r r i ^ -

e s t a b i i s h t h e i r oen p r o p o r t i o n of ^he r a t e so ycu d o n ' t 

have j o i n t ra*- - you have the c o m b i n a t i o n - z - • ' on 

the d3re.gulc "'"FC t r a f f i c . 

ALDERSON REPORTING COMPANY. INC. 

20 f ST., H.W., WASHINGTON, D C. 20001 (202) 628-9300 
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3 And i s n ' t a p o r t i o n of the KCS pa r t of the 

route frdm Dal las t o î 'ew Orleans an unsignaled 

r a i l r o a d ? 

A What do you mean by unsignaled? We have CTC 

or ABS along a l l o f our t r a c k , 

3 All right. But not CTC, correct? 

A There are segments on our road that just har 

ABS . 

Q Are you aware cf any s 'ments of the SP'̂ F 

rout? from New Orl^-ans to Los t e - j t - i , t h j t i s not CTC 

s i a r.a Led? 

A N..., I ' m 

3 And none of th3 extra a c t i v i t i e s • ; I . ' t wf 

j u e t ui.scu5sing would be r e q u i r e d , w o u l i i n 

connac*;ion with s a rv i c^ by p r ' - " ' - ri-^v s i n g l e l i n e 

rou te? 

^ ^ ^ M ^ ^ ^ + . h a t rg" - - of f i|i|Wf ""Th r e are t h i n g s , though, 

t h a « H 9 B > e d'-. e f o r j o i n t l i n* - ; vicp i f 

burdsasome and z^ -zz . . - . en wh' t--- '--wc ca 

could wor'' -e ther an-', corr^-'-'- -c"" 

'-'ef is i ncies of each b a v i n ; c a r r i e r 

I p-ans to LO E 

999 

l y 

by i l - - e l f , ^ 1 ^ ^ 

Q ^ ^ E M p ^ ^ ^ ^ ^ - a r r i = nt Pia D se rv ice se,--

slow • ' -• n t h " DCCc 1 e l i r 

•» r or 

ALDERSON REPORTING COMPANY INC. 

20 t: ST., M.W., WASHINGTON, DC 20001 1202) 62B-99i 
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j l ow-^ r . 

mm 
Would more per 

m m" 
' - • ; 1 -. i ' i , wh'̂ r'---- TF'-. 

B i a D r o u t e used? 

yes . 

Would t h 

wh- re veu havt p - r 

p e r a t i i g I c T c n o t i v r .- v i a 

the Fig 0 rcute be as low as th^- r -r a-

t h . n -h 

loron 0 t iv .^s on e •• SPSF z-zZr-n' 

• T h a t I c - ' ' * 

^^^^^3 W e l l , ascumin'" ^ ^ ^ ^ rou*-** i s •^lov'-'- -'.e-". 

r e c j u i r e s more l o c o m o t i v e 

c o s t o f ore-r -= ' ing l o c c r o t i v e s woalu L e _ h i g h e r 

n r o J t - - , would i t not? 

A ut ^ t • i nto your cr - w "-in 

y o ' j ' r .' : - : y i n a yo',jr * • or . 

f i P A iMfcii <- ^ : - J : * Y ^ - . " i • d-y e - ' e d o f t im- ' i 

mtM 

^99lli.^^i99^ "' 
wh---ther yeu t.ik«:- ?U hoe 

-' . t t e .; V 

-. 1 ' » »- r 

• by 

"''.en'--; 

t h • -1 

j u (in :- n t 1 

whi^-\ 

A .-

•• -I t -. -r 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N W,, WASHINGTON, D C. 20001 i202 628-9300 
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c o s t s be e ^ i h e r v i a t h rou te 

rou •e 'i 9S99m 
' F . r F F I L I * i C : r b j e c t i o n . Your ^-'cnor. ' • ' - ink 

th.- q u e s t i o n has b^-en ask - . ->.-;! answ; : - - ; . 

JUDGF HOPKIN^i I ' l l a l l o w i t . 

THE WITNESS: You wcmd hav- to assu-f ' ' - a t 

t h e r e would be a i e g r e e of i i • - i r : - ' e t w e ^ n the t w c . 

''"ow, what t h a t degree i s i t ' s ar d t c say . 

-Y WILSCNi (Pesuming) 

3 And tho i i s p i r i t y wculd be t h i * --.-

r c u t a crew s o s t s would Y-~ the h i a h s ide? 

A Fasei on a m i l e ' - j ^ - i see r - - " ' . " ' c-

JiEMI 

3 And i l s o , s i n c e *-h--' " i 

t ' ' - - SPSF rout-^-, w . ' - • • 

t r - ' i n s o v e r th . • . .-

A \ a a i n I ^ - • ' -~ r i -e 

:eute is lone- ^r -Y^ 

; u i r e iTiore "v.-Z -e -t -^r^ 

e <, a y . 

than t^ - '̂ -̂  n t ;•» r ' 

• - - ' , wou 1 -e ' ' 

•e ut-- . 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N W. WASHINGTON D C. 20001 (202) 628-9300 
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3 D o n ' t a l l t hese ' ' a c t c r s i n d i a t e t o ycu t h a t 

th--> naw SPSF r c u t ° w o u l d t - ^ r e --f f i c i ' • r. * than t t e 

Santa Fe-K'CS r o u t e ? 

A I f a l l o f t h e s e • ' ac tors pr- e -n t and a l l 

o f thsm were i n f a v o r o f t he SF"̂  ro i t o o r the SPSF 

r o u t ? , I would havA t o say t h ^ r e i s a degr<^e ol 

e f f i c i e n c y t h e r e t h a t we w c u l d n ' t hav-; w i t h t ' 

F e - - i T D r o u t a . Again i t g e t s i n t e how ' -e t h a t 

t r . n s l a t e i n t o b e i n g c o n i r - ' * - i t i v e . 

0 Now, s i r , yeu t c t i f : i i n ths Hp ion F a c i f i c 

c o n t r o l c ' s e , i i d ycu n o t ' 

A Yes . 

3 And y e i per f c r - ; 

t -, 11 p r oc e a d i n : , -. ' e ' •; you? 

A I p e r f o r m e d one , yes . 

3 And you a re f a m i l i a r wi*-.h t he c - ' - i t i v e 

impact s, g e n e r a l l y f a" i 11.; ' w - * h. • :-. • * s 

o f tna Union P a r i ; . - - raf-r on t h « '•'C", ar»- yeu 

A I a t i . Yv^s, I a n . 

0 Now, . 

r \ f \ - r r - - Union F •. . . - ' . ' . - . . . " • ' • ; ; -

s i n g l -- 11T - - • • 

t h •-> oa h ; e • , m i i ' ^ - ;. 

t !- - e ' her h and? 

A Tha-. 's what was i n 

a s t e r ; 

•, on 

-'S on 

» 
ALDERSON REPORTING COMPANY INC. 

20 F ST,. N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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pres^n * at;'.on , y e s . 

3 IRight . nd yeu, i n yeur analys-:^ •* * -

t . t a f f i c impact of t h e T .̂ r 5 r , l i l you not p r o : ' i c t l o s : . - s 

c f t r - i f f i c which \CS hand led between Kansas C i t y "" . w 

O r l e a i s ; l h a t i s , t r a f f i c moving to and f r o m the 

s o u t h e a s t ? 

A T r a f f i c f rom and to tho --cu heas t was 

i n v o l v e d . I d o n ' t r e c a l l the T;;xact p o i n t s , f-^o 

c o u n t e r p a r t of t he movement. 

Oka y ' U t V ^ U r e c a l l , do ycu 

-" I a 

d i v e r t i n g KCS t r a f f i c where YC^ was pa r • ' i c i r *' 

j o i n t l i n t - h a u l s or t r a f f i c . - ev i ; - t : --jeer C a l l 

and 11 .r s 0 u t h • a s t ? 

A ' * - eits . - r - some t r a f f i c i n ther . 

but I c a n ' t s e s p e c i f i c a l l y .< hat i t was oc * ' -

p o s i t i v e t h a t t h e r e was sc'-'". 

3 Okay. t w, i n -'"; - i n g f o r t r l ^ ^ ^ H v i 

: . ; ' icut--- , i o -/cu reaar-. - e s e i f a"- c o m r e t i n -

a . - . i n s t Uni-^- " a c i f i c ' s t r a i n s e r v i c e t>---'eah t 

A a a i n , - -

j . . - - - . ^ ^ of comr: • - t i t i o n -̂•• -

t h r c u i ^ ' . F r o m ' 

i n t h i s nierger p r o c e e d i n g , 1 

11 i n ,L Tl i 1 . 

rou7h 

- un 

ALDERSON REPORTING CCMPANY INC. 

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



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 

0 So you I H ^ V 

75 5 4 

t h i n k Santa Fe and KCS, when 

we ' re c o m p e t i m t o t r y t o ge t t r a f f i c to and f r o m the 

s o u t h e a s t , you I o n ' t t h i n k we'^-e c o m p - t i n c w i t h UF's 

s i n g l e l i n e s e r v i c e o f f t ' - - ' - "^phis gateway? 

K The c o m p e t i t i o n would be v e r y n i n i m a l . Ther=> 

i s some d e g r e e , y e s , b u t i t i s ve ry m .nima 1 . 

3 S i r , I have a c o u p l e o t h e r q u e s t i o n s abcu t 

you r December 8 t h v e r i f i e d s t a t e m e n t . 

A I s t h i s 15? 

3 T h i . - IS KCS-15. F i r s t , on page u , ycu 

i n the e l e v e n t h l i n e t h a t mevcTents i n a p p l i c a n t s ' 

t r a f f i c s t u d y whicn wera r ev i^we . ' t? y a p p l i c a n t s ' T a f i c 

e x p e r t s were no t a r e p r e s e n t a t i v e - • • T I ' . Y.--.' i ' " a 

r-^-presenta* i v o sample? 

A I n o the r wor^.s, " r-om wha*- w wer a ' - l ^ *-o 

f i n e ' , t h e r - .-. ~ no - v i dense t h a t th.= - c v r . - i t eo 

p u l l e d f o r e v a l u a t i o n *-.>tw-- . n tr'.--s5 i i - • - > : . - . ' i t < » r a t i ? t r 

w.^r«i d e s i a n e d on a samplin-4 b a s i s o r - - - " l i n g -̂ -c""-̂  ique 

b a s is . Th e y w .-̂  r e • ' ^ e t -- 1 - - * • 

occu r rence o r '^r'-^guency of eccur r . rnce w i t h : 

tr- - t he r or not t ^ ' t -.-a - - " i n " * -; '; - •.- -̂̂  c-<--nt a * i v - of 

th • tot=. 1 u n i v - r s : w i * t i ' - t h ' . t p u l l . 

Q W o l l , now, i - l i c a n t . ' - ' - . - l e c t i o : prccedur.-^ 

was one wh ich *̂  n e, 1 r e d - h u t t ' woul; -a i n the e u t p j t 

i .^r or t a t 1- -. n e X a It p 1 s -.v t * 

ALDERSON REPORTING COMPANY. INC. 
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i n th? t r a f f i c s t u d y and a l s o ensured t h a t t h e r e would 

. e « 3 . . . r S.OOO . o v . , » - . s - o r t . o t . , M i c 

evalua t o r s "".o examine, w o u l d n ' t ycu s a y , s i r , a i v e n the 

f a c t t h a t i t i s a computer and i t therefor*--

a u t o m a t i c a l l y has c o n s i s t e n t e v a l u a t i c n.?, t h a t t he 

mt 
e v a l a i t o r s h a i avt^ .Table t o them enough i n f o r m a t i o n to 

d e t e r m i n e t h a t the s t a d y was w o r k i n g '•^e way f - e y w^n-ed 

i t to w o r k ' 

. | ,A No. 

H 
Z You d o n ' t t h i n k so? 

As a m a r k e t i n a e x p e r t , i s n ' t a revi^-v o ^ , 

movenants goo3 enough t o ensure - h a t th^^ d i v e r s i o n 

ju^Gm,?r.ts are r e a s o n a b l e o i v e n the u n i f c r m r r c c e d u t e s 

the cot? ' . : te r? 

A I c a n ' t make t h a t j udgmen- , becaus- a 

m a r k e t i n g exp^-'rt i t has no r e a l i t y ?s b'^--i-;a a 

3 t . - i t i s t L c a l l y v a l i d sa-nple. T w o u l i hav? t o ccn 

a s t a t i s t i c i a n t o f i n d ou t wh--her or not ^ *- -

e • - r- - - n t a t .ton of those movements .' o u l d i e • ie 

s t - i t e . t i a l l y r e p r e s e n - t i i - - '--..iveree ^^-e- was b '^ i 

3 Oh, so ycu d o n ' t know c.ea w-y o r t h ^ ' 

wh.--th- r t h i s was a t i c eneuah s e l e c t . 

I s t a i t your t e s t i m o n y ? 

L I ' m .sayina t h a t I do n o t knew, y ^ - . 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W,, WASHINGTON, D C. 2000? l202) 628-9300 
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3 F u r t h e r down on page a, ^ r . P l o t h , you r e f e r 

t o market power i s s u e s . Where does KCS have market 

cower on t r a f f i c today? 

A The s o l e market power t h a t we have would be 

between two l o c a l p o i n t s t h a t we se rve on a d i r e c t l i n e 

b a s i s , and I ' m not aware of any sh ipments t h a t move l i k e 

t h a t . I n o t h e r words , KCS d c e s n ' t r e a l l y have much 

market p o w e r . 

0 You d o n ' t t h i n k you have market power on 

s h i p i ? n t s t h a t move f r o m e x c l u s i v e KC^ o r i g i n s ? 

A T f t h e y ' r e e x c l u s i v e KCS o r i g i n s , no 

c o m p e t i t i o n i n v o l v e d f r o m o t h e r c a r r i e r s , no way o f 

i n s t a l l i n g t r a n s l a t i n g o p e r a t i o n s t o p u l l the t r a f f i c 

aw^y f r o m u s , t h e r e ""ay be market p o w ° r t h e r e as I c n c as 

•chere i s no o t h e r compe t ina r a r k e * i n which those 

s h i p p s r s a r^ engaged i n -n^ rko t ina t h e i r acods . 

3 Put y o u ' r e n o t aware of very t^any examples 

where t h a t i s i n f a c t tha c a s e , i s t h a t r i a h t ? 

A I c a n ' t r e c a l l on <= r i a h t now. 

3 What about KCS' marK^t power f o r c h - i t i i c - i l 

r 1 c 1 '"aci 1 : * Dc 

ycu t h i n k KCS has r a r k e t power w i t h r=>g.='r1 to t h a -

t r a f f i c? 

A Could you g i v e me an i l l u s t r a t i o n o f 

yo u ' r s re ek i ; c f 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W , WA.'HINGTON, D C. 20001 (202) 628 9300 
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3 Could KCS f o r c e c h e m i c a l s h i p p e r s s h i p p i n g 

t r a f f i c f rom KCS-served f a c i l i t i e s t o iLvJt.. 'XS l o n g h a u l 

r o u t i n g s on t h e i r sh ipmen t s? 

A Jus t about every p e t r o c h e m i c a l t h a t we ^^aul i s 

c o m p s t i t i v e w i t h ' n o t h e r s o u r c e . As you know, t h e Gu l f 

has a huge c o n c e n t r a t i o n o f p e t r o c h e m i c a l p l a n t s , and I 

c a n ' t r e c a l l o f any p e t r o c h e m i c a l t h a t we o r i g i n a t e t h a t 

i s n ' t c o a p a t i t i ' e w i t h anothe i . ?e t r o c h e r i c a 1 . And the 

o t h e r p e t r o c h e m i c a l c a r r i e r s = r-, such as t h e " i s s c u r i 

P a c i f i c a n j the S o u t h e r n F a c i f i c w h i c t have a r - T h 

b roader range o f coveraoe than what wc have . 

They c r e a t e the c o m p e t i t i v e - i t u a t i o n t h a t we 

f a c e , and our s h i p p e r s are a l s o c o n f r o n t e d w i t h t he 

c o m p e t i t i o n f r o m the o t h e r s h i p p e r s s---rved by the 

? ' i s s " j r i P a c i f i c and t h e ' ^cu tn~rn P a c i f i c . '^h-^r*^fore, 

i r "r-dor f o r our sh ipr - ' - r s t ~ r a r t i c i p 

we ma/ have t o s h o r t havr. o u r s e l v e s . 

C e r t a i n l y , th'-'r '- must b^ i n ' - - a n c e r wh-r--^ w 

can s ecu re a l o n g hau l bee . us^ we or i ' - r ina t .^ the * r a f 

bu t I c a n ' t a - n e r a l i Z t , a g ^ i n . 

Z Your t'---. ti.T.cny i s t h a t - ' - - - l l y f c r - ' 

f - e f f i c t h e r e i s t»-nse source ce"-' ' on an - • 

t r - ^ f f i c be ing hand led by the " i s s o u r i F a c i t i c , f c r 

example , operate.s as a c o n s t r a i n t on ycur a b i l i t y t o 

have any mark-^t power ever t h i s c ' • - f - ^ l c ; i - -

, r if c * 

mm.... 
HP 

ALDERSON REPORTING COMPANY, INC. 
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t h a t r i j h t ? 

A Not o n l y the L ' i s s o u r i P a c i f i c , but the 

Sou the rn P a c i f i c and t h e Santa Fe, the ICG. I t ' s a v=>ry 

d e l i c a t e . a l a n c e as t o how al.L these i n t e r a c t i o n s a re 

i n v o l v e d w i t h each o t h e r . 

3 W e l l , b . - s i c a l l y d o e s n ' t KCS have t o p r i c e i t s 

t r a n s p o r t a t i o n r a t e s t o these cLemic? ' f a c i l i t i e s i n a 

way t h a t these s h i p p e r s ac^ k e p t i n t h e i r markets? 

That i s our maj-ir i n t e n t i o n , " B S , 

3 So as l o n g as some o t h e r c h e m i c a l shipp-^rs 

somewiare a l s e are g e t t i n g low c o m p e t . i t i v e r a t e s f r o m 

say a ccmmon p o i n t ou t c f Hous ton , th-^n y o u ' r e g o i n g t o 

have t o g i v e your s h i e p e r s s i m i l a r r a t e s o r e l se the 

t r a f f i c i s n ' t g o i n c t o mcvov i s n ' t t h a t r i c h t ? 

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

3 I a'-sum? you are aware , " r . P l o t h 

t e r m "marke t power" has J pcec i se meanina t c --.n 

e c o n o n i s t , and i n cne o f your t e s t i m o n i e s you 

s p e c i f i c a l l y s^-.- t h a t you d o n ' t want to become an 

e c o n o t i ^ H P As you use t h i s s t a t emen t i n your t e s t i .T . cny , 

w • ;oes the term "Tarkee pew-^r" T---an? 

A I use the t e rm "-market pow-r" f rcP a r , a r k e t i - c , 

p e r s p e c t i v o , and tha* i s what l i m i t a t i o n s are p l aced 

upon a r a i l c a r r i e r i n m a r k e t i n g t he goods or the 

^.:-rvices he o f f e r s aive^n of s h i p p e r s as ' *c 

oth I H H H p ' 
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serve on a j o \ n t l i r e bas i : 

the se rv ices o f f e r e d by a competing c a r r i e r . 

Normal ly , market power evolves to whether cr 

not a r a i l c a r r i e r can be pr i ' -e c o m p e t i t i v e or have 

route a v a i l a b i l . t y from j o i n t l i n e connec t ions . Rs an 

i l l u s t r a t i o n , i f we a r e , as we are , a reaiQiliSli. c a r r i e r * 

we must deperd p r i m a r i l y f n our co.anecl 

\% We compete wi th two g i a n t s o f the i n d u s t r y »ho 

have i i x f c t s e r v i c e to j u s t about every narket t ha t we 

.o . I f we c a n ' t e s t a b l i s h a 

comi.-et i t i v e r a t e , i f .< e ca; . ' t e s t a b l i s h a j o i n t l i n e 

ra te t c be c o m p e t i t i v e , we a r ; excluded f rom tha t ly 

mimm 
-hat T c a l l martet power. An^ I r e a l i s e i t ' s net t h ^ 

same l e f i n i t i o n t h a t the economist has. 

•mmk 
^ • • • L Q A l l r i g h t . You have several pages of 

t es t inony t a l k i n g about market power i n the new SF:->P 

r a i l system, and i s n ' t t h i e c-e-e-̂ n •;. i =̂ ,11 y the sam.-̂  

araunant t h a t KCS made in the,_yjy.on P a c i f i c c o n t r o l 

case? 

A I c a n ' t say t h a t , " r . Wi l son , be ,̂ciUS'= wh<=n we 

arauai the issues of the Union P a c i f i c , eur T-'.rV^t ?ow.'-r 

mmmm 
i l l u s t r a t i o n s wer^r^'-^-'* er'-n ---^f- - r a t w^ 

foun-3 that would he a*fec-^d w i t h i n t ha t proceedina. 

KE. WILSv ; i Your Honor, I ' d l i k e to have 

marked f o r i d e n t i f i c a t i o n at t h is T l M l ^ ^ h i r i t 

SFSP-C -99 . 

AIDERSON REPORTING COMPA.^Y, INC, 

20 F ST., N.W., WASHINGTON. D.C. 20001 (202) 628-9300 
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JUDSE :!OPKINS; That w i l l be marked f o r 

i d e n t i f i c a t i o n . 

-^111^19/9^^ document r e f e r r e d t o was 

marked E x h i b i t No. SFSP-C-99 

f o r i d e n t i f i c a t i o n . ) 

HR. WILSONi T h i s i s a memorandum which we 

o b t a i n e d .'^rom the Kansas C i t y Sou the rn i n d i s c o v e r y i n 

which Y r . P l c t h i s r e p o r t i n a t o Mr. Y . t . ^IcClain 

c o n c e r n i n g the Santa Fe-Southern P a c i f i c merger . 

CY Y ^ . WILSON-. (Resuming) 

Q F i r s t , s i r , who i s Y z . " . F . ^ c C l a i n ? 

A " r . Y . T , "IcCTain i s the s e n i o r v i c e pre-TTerTt 

o f m a r k e t i n g f o r t he Kansas C i t y 'Southern Ra i lway 

Company t o wnom I r e p o r t , 

Q S i r , l e t me read i n t c t h e r o c o n 

ca rag rach on - h ^ 3t->cond page. You w r i - - - t c Y r . " c C l a i n , 

" A l s o , we aga in see where KCS needs a s h o r t r c a t c 

between t h e F.-^ut o t - L a k e Cha r l e s a reas and N^w 

O r l e a i s . However, we have the same p rob lem here t h a t we 

d i d i n the ::P-UP merger . "^he need would n o t te.i3,_4,, 

r e s u l t •.. * t h? a e o n r a p h i c ^ l ,5' • • • * *•'-

" I n -ry o p i n i o n , we wculd sa f* ' d i t i o r a l 

t r a f f i c l o s s e s s i m i l a r to what we pre-i.i.v.ted i n - due 

t o market power g a i n s r e s u l t i m f r o w t h e merger . C iv^n 

the f a c t t h a t we g o t nowh>--'re w i t h the market pow^r 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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iqhts d'ue to 
^mmmmjiisiis^^mmmmmM^mt^i. 

-mmmam 

argument i n t h a t case , i t d o e s n ' t seem l i k ^ ^ l y t h a t t o 

repea t the same would g i v e us any d i f f e r e n t r e s u l t s . 

Howevar , I am unable t o t h i n k c f any e t h e r l o g i c a l 

e x p l a n a t i o n of why we would need t r a c k a g e r i g h t s d'ue t o 

t h e merger o f the ATSF-SP." 

This seems to te to be a rather revealing 

document on the KCS case. m m ' 9 9 9 

i z , my q u e s t i o n i s why d i d n ' t you t a k e your 

own a d v i c e and not r a i s e these market power i s sues i n 

t h i s p r o c e e d i n g ? 

A Wr. McClain pointed out to .ne after we goc 

this memcrandu- or he received the meiierandun c-* -^.he 

n^-d for having these trackage riahts associated wi-h 

tn^ movement of the mini-land bridge t r a f f i c an'' ' !-e 

inte.-ncdal t r a f f i c . This particular paragraph w---

referring strictly to t r a f f i c that orioinated in the 

Peaumo-^t area going to New Crleans So the trackage 

rights -- .s'tmm-

Q So ycu w e r e n ' t t h . i n k i n g o f i n t e r m o d e l t r a f f i c 

wh<̂ -n you w r o t e t h a t paragraph? 

A r h a t par aar a ph wes e p e c l ' — ' ' •• - > -̂-̂  

j ^ ^ ^ I k 

the Beaumont-Lake C h a r l e s mev,nients t h a t p r '=sen t ly gf lBdp^ 

v i a S h r e v e p o r t t o New Or leans t h a t we would be i n 

c o m p e t i t i o n w i t h t h e M i s s o u r i ' r a c i f i c ani Southern 

P a c i f i c between Beaumont and '-ew ' ^ r l e a n s . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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Q Now, s i r , KCS's concern about t h e merg'^r.- ->s 

you s t a t e i n your t e s t i m o n y and as N r . C a r t e r i l s o 

s t a t e d , i c t h a t SPSF w . d i d c l o s e t h e e x i s t i n g i o i ' ^ -

r o u t e KCS-Da^las o r downgrade t h f g u a l i t / o f the r a i l 

s e r v i c e t h a t i t p r o v i d e s w i t h KCS on the Bi-^ D . 

I ' d l i k e t o r e f e r y o u , s i r , i f I c o r l d , t e a 

copy o f the I n t e r s t a t e Commerce A c t . I h :i ve j u s t g i v a n 

you a copy of " ) U . S . C . S e c t i o n 10705(e> , the p r o v i s i o n 

i n t h ; I n t e r s t a t e Commerce Act dea l in - r w i t h j o i n t r o u t e 

and r a t e c a n c e l l a t i o n s . 

S i r , i s n ' t t h i s the p r o v i s i o n t h a t s e t s cu t 

t h e ^ta.adards t h a t the ICC eind the Commi-js. 'on's t a r i f f 

r ev iew and suspens ion b e a r i i s r e q u i r e d t o apply whe.a 

det ec B l a i n - : w a - t h s r a p r o p o s e l j o i n t r o u t e and r a t e 

c a n c r l lc. t i o n i s i n t he p u b l i c i n t * - •;>;~-̂  ? 

A " r . W i l s o n , T e a n ' t -answer t n e q u e s t i o n w i t h 

j u s t t h i s s m a l l segment . I ' m n-^t a l a w y e r - I ' m not a 

ccm.merce a t t c ; ; n e y , and I d o n ' t know how a l l o f tn= c th 

components w i t h i . i t h e ac t -<^i^*<^ t c t h i s p - : r t i e - u l a r 

proV13 ion . 

3 W e l l , w.= ' l l s t a r* cu- w i - h t'->- -zoc-^zxzir . 

you av are of t ^ •• ; r z r - • • - • *- >i r a i 1 r ea d • - - -

t h r o u g h when i t p roposes t c ccinc-:l a j o i n t rat--^'-' 

A G e n e r a l l y , yf^s . 

Q Could you d e s c r i b e t t ? 

ALDERSON REPORTING COMPwNV, INC. 

20 F ST., N.W., WASHINGTON, D.t.. 20001 (202) 6 2 8 - 9 3 n 
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h The f i r ? t s t e p w o u l i be i * i t ' s a s i n g l e l i i , ^ 

s y s i m r a t e t o j u s t c a n c e l i t out o f th-^ t a r i f f . 

3 W e l l , my g u e s t i o n i s w i t h regard to the j c i n t 

r a t e . Doesn ' t t h e r a i l r o a d t h a t wants to c a n c e l z j o i ^ H H p 

r a t e f i r s t have t o p u b l i s h n o t i c e o f the c a n c e l l a t i o n 20 

days i n advance o f when t h e c a n c - 3 i l a t i o n i s t c o c c u r ? 

A I b e l i e v e i t ' s 20 days . 

Q And canno t s f f e c e d c a r r i e r s or s h i p p e r s 

p e t i t i o n t h e Commission p r i o r t o r h e e f f e c t i v e da t e c f 

t h e c a n c e l l a t i o n and ask t h e Commission t o s u s p - " ' the 

j o i n t r a t e c a n c e l l a t i o n a l . t o g ^ t h e r ? 

A Yes . 

3 So a p roced- j re i s i n p l a c e - C a y , : t n c , 

t h a t w c u l d p reven t a j o i n - r.-ite c a n c e l l a t i o n f r c n t a ' f i n g 

p l a c e i f t h e j o i n t r a t e r-in c e l l a t i o n w^^re t c Y<--

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

A New w e ' r e t a l k i n a j u s t r i g h t now the 

c a n c e l l a t i o n of t h e r o u t e or t he r a t e ? ~-->neral ly , t h i t 

i s , f r o m what - h i s s a y s , t h a t i s c o r r e c t . 

3 And i s n ' t one o f t h ^ .'••.-^ l a r d s t h a t the 

C ^ - - i — • - r - . - . c i f i c • • - • - - •- -

j o i n t r a t e c a n c e l l a t i o n s th - • ' • •- cut i n th-̂ ;̂  

p r o v i s i o n t h a t I savs you where t he Commission i s 

d i r e c t e d t o " c o n s i d e r t h e o v e r a l l ~ --t ef cance ' • n 

on tn =" shipp-^e. i n . ' c i s r i - c - r s t h a t are .-̂  f l - ?" 

ALDERSON REPORTING COMPANY. INC. 

20 F s r , N.W . WASHINGTON, D.C 20001 (202) '28-9300 



75 6U 

flu 

i 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

!JR. DREILING: I c b j e c t . Your Honor . The 

w i t n e s s has a l r e a d y s a i d h--' d o e s n ' t know e x a c t l y what 

t h e s t a n d a r d s a r e . Fe has t he s t a t u t e i n f r o n t of h i m , 

b u t as he i n d i c a t e s , t h e r e i s a Lot o f o t h e r a reas o f 

the s t a t u t e * ' ^ f H l l i ^ 

Th«r«» a r e Commission r u l e s and r e o u l a t i o n s and 

r u l e a a A i m p r o c e e d i n g s , ex p a r t e p r o c e e d i n g s w i t h which 

K r . W i l s o n h a s n ' t e s t a b l i s b e d " r . P l o t h i s f a m i l i a r . 

JDD3E HOPKINSs T h i s w i t n e s s has a l r e a d y 

s t a t e l - -

BY "P. WIISOVi (Fesuming) 

Q I w i l l withdraw the question and ask t h i s 

qu'^sticn. Ar? you aware of the standards th a t the 

Commission uses i.a determining whether a ---e-sed jei-at 

r a t e c a n c e l l a t i o n i s i n th.= r u h l i s i n t e r e s t ' ' 

A 

3 I s i t your conce rn t M 

Commission wculd p e r m i t t he " t o c l o s e ee-e-

w i t h KCS ove r D a l l a s ? 

A Not o n l y c l o s e t h e Doin t rat-.-s b u t a l s o 

a o w na r ' e r -->, -.̂ '- , - - -

.An'.' we have had a s e r v i c e chan o u r r o u t e te -ho 

p o i n t where i f i t c o n t i n u - s , t h e r e -nay not 1̂ -- a r c u t e 

any mere. 

3 S i r , i s '''CS i n v o l v e d i n the i n d u s t r y ^•^^'cr* -c 

No, I ' m no t aware o f them. 

'.(PP^i^t-ar the " r r g ^ r th-
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r t 

deve lop a new s t a n d a r d f o r r ev iew o f p roposed 

canca l l a t i o n i s ? 

A Yes . 

3 Are you aware o f KC!^' p o s i t i o n i n t h a t 

5 f f or t ? 

A No. I ' m no t i n v o l v e d w i t h t h a t . Someone e l s e 

i s . I j u s t know t h a t g e n e r a l l y w e ' r e i n v o l v e d w i t h the 

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

0 Do you t h i n k t h a t an i n d u s t r y w i d e s o l u t i o n t o 

t h e p r o t i e m c o u l d r e s o l v e f C S ' concerns about j o i n t rit<-» 

c a n c e l l a t i o n s ever D a l l a s w i t h SPSF and a l s c p r o t e c t 

a g a i n - 1 Union . - a c i f i c r a t e c l o s i n g s a t Kansas C i t y ? 

A I t ' s too l a t e t o p r o t e c t a c a i n s t Union > a c i f i c 

r o u t e c l o s i n g s . They have a l r e a d y o c c u r r e d . find I 

d o n ' t t h i n k you can ac ' - - - i c a n - e l t h i n a s a f f ^ r 

have o c c u r r e d . I n s o f a r as what y o u ' r e p r o p o s i n c f e r t h e 

Santa Fe--KCS as ha ina p r o t e c t e d , t h e r e may be s c t r e t h i m 

t h a t ccmes ou t o f t hose proceeding-^ , t u t T t h i n k a t t h i s 

s t a a e , g i v a n what we 've seen hap'^enina i n th*- --a-' ^ t J 

years dS t o t h ^ c p p o s i t i o n f o r some c f the p o s i t i o n s 

t h a t I would l i k e t c s^e c c c u r , - - w w i l l "--^vo 

m u c h o f a c h a n c e . 

? Ckay . W e l l , t h e n , I g a t h e r , s i r , chat f r c m 

your t e s t i n o n y t h a t you I ' c u l d need s p e c i f i c p r o t e c t i o n 

o f the D a l l a s ga teway . I n f a c t , on - 11 of y c u -
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o f your 
. | | | | | | | | | ^ 

s t a t e m e n t , KCS-15, yoa s p e c i f i c a l l v say t h a t , I t h i n k . 

You s a y , " T h i s s l i g h t ga in a l o n e " - - and your r e f e r e n c e 

t h e r e i s t o the naw s y s t e m ' s p roposed s e r v i c e 

Improvements cn t h e Sou the rn C o r r i d o r — you say , "Th i s 

s l i g h t g a i n a l o n e , p resuming a p p l i c a n t s w o u l d c o n t i n u e 

p r e s s i t s c h e d u l e s , r o u t i n g , and would j o i n KCS i n r a t ? 

l e v e l s comparable t o t h e i r s i n g l e l i n e r a t e s , would h=>v» 

no imp ac t upon the a b i l i t y c f KCS, a j o i n t l i n e 

c o m p e t i t o r , t o c o n t i n u e p a r t i c i p a t i n g i n i t s p r e s - n t 

t r a f f i c volumes f o r any p a r t i c u l a r m a r k e t . " 

I s ' t t r u e t h a t t h i s i s a f a i r summary o f your 

p o s i t i o n i n t h i s case? 

A Tha t s t a t e m e n t i s absent n e r g e r on the "^enta 

• e-Sr . 

C P i t h e r absen t m-^rger or a p r o t e c t i o n over the 

D a l l a s gateway t h a t would cua ran tee t h a t a p p l i c a n t s 

would c o n t i n u e p r e s e n t schc-dulej . r o u t i n g , and would 

j o i n KCS i n r a t e I r - v e l s comparable t o t h e i r s i n g l e l i n e 

r a t es ? 

A N r . W i l s o n , a l l I ' m say ina -he re 

s t i l l can be a v i a ' - l * - -: :• •• - i t e r i " ^ - - 1 - - - - : 

D a l l a s i f those c o n d i t i o n s e x i s t . 

3 I f these c o n d i t i o n s a re n - , you can be a 

v i a b l e c o m p e t i t o r i n any marke t i n w i i c h you 

p a r t i c i p a t e ? I s t h a t what y c u ' r e s ay ina? 

r i - over 
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A I f those c o n d i t i o n s e x i s t , i f t h e r e ' s no 

downgrad ing of s e r v i c e , i f t h e r e i s no p r e f e r e n t i a l 

t r e a t m e n t f o r a merged e n t i t y o f t h e new system versus 

US, y e s . 

HR. WILSON* I ' m abou t t o move i n t o t he 

t r a f f i c s t u d y . Kaybe t h i s would be a good t i m " f c r a 

b r e a k . 

JUDGE HOPKINSi T h i s wou ld be a good t i m e f o s 

a b r e a k . ' W e ' l l t ake 15 m i n u t e s . 

(Recess . ) 

JUDGF HOPKINS* Pack cn t h e r e c o r d . 

!*r. W i l s o n . 

BY HF. WILSOK* (F<=suming) 

3 K r . P l o t h , t u r n i n g t c th? s u b j e c t c f t r a f f i c 

s t u d i e s , i n your o p p o s i t i o n t r a f f i c d i v e r s i o n s tudy y o u , 

as tne f i n a l e v a l - j a t o r , f i n a l l y had a c h o i c e c-' a 

n o n d i v o r s i o n or a 100 p e r c e n t d i v e r s i o n f c r each c f the 

movements t h a t you l ooked a t , i s t h a t c o r r e c t ? 

A Yes . /Je d i d have p a r t i a l , what we c a l l e d 

p a r t i a l l o s s e s , bu t i t was on a whole ca r b a s i s . 

3 R i a h t . And then what y o i cal l -z i ' ' a p - i ' - * - ; ' ' ' 

l o s s i s when KCS was s h o r t hau led i n *he r o u t e . 

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

Q Were you i n v o l v e d i n t he d e c i s i o n t o g i v e 

y o u r s e l f o n l y the a l l c r n o t h i n g c h o i c e s when you lock i 
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a t the s tudy movements' 

A I ' m n o t sure t h a t we r e a l l y had a d e c i s i o n , 

b u t t h a t ' s what wou l ' . o c c u r . T h a t ' s the way t h a t we 

c o n d u c t e d t h e s t u d y i n t h e »?P-UP, and I t h i n k i t was 

j u s t k i n d o f an evolveraent t h a t we s t u d i e d t h i s 

p a r t i c u l a r o p p o s i t i o n s t u i y . 

3 I n o t i c e d i n g o i n g over t he s t u d y movement 

sheets t h a t t h e r e were a number o f i n s t a n c e s i n the 

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

were changed d u r i n g t h e course o f the s tudy f rom no 

Chang? t o d i v e r s i o n , and sometimes th= o t h e r way. 

D o n ' t you t h i n k t h a t i f you had c h o i c e s 

a v a i l a b l e t o you o f , sc-y, a 25 p e r c e n t , 50 p e r c e n t a n i 

75 perc-ent d i v e r s i o n i n a d d i t i o n t o t h e 0 ^nd ICO, t h ; i t 

you wou ld have bean a b l e t o express ycur judgments about 

t h e d i v e r t i b i l i - y o f t hese movements mere p r - - c i s o i y ? 

A I d o n ' t b e l i e v e s c . Cn t h i s p a r t i c u l a r s t u d y 

t h e reason f o r sone of the changes t h a t you s-:w, i e r a ' j . ^ 

we had d i f f e r e n t i n f o r i r a t i e n ccming i n f rom d i f f r c^n t 

s au r - ' ^ s , we i n d two i n d i v i d u a l s t h ^ t f i r s t e v a l u a t e d 

t h i s ho a re no t i n pos se s s i cn ef i r - z: .z our 

second e v a l u a t o r w?s i n posses s ion o f . 

And then when I became the f i n a l e v a l u a t o r , 

t h e r e were c e r t a i n t h i n g s t h a t I used such as the i r a rke t 

power i s s u e t h a t we d e s c r i b e d e a r l i e r t o overcome the 
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information t h a t they possessed i n making the judgment 

t h a t they made. 

I did not f e e l i n any case -hat T can r e c a l l 

i n making t h i s e v a l u a t i o n where we couldn't make the 

evaluation on a whole car b a s i s . 

Q Well, s i r , wnen ycu were looking .at a she.et 

and che f a c t o r s surrounding the movement convinced you 

t h a t some of the t r a f f i c w i t h the c h a r a c t ^ ' i s - i c s of the 

car you were l o o k i n g a t would be di v e r t e d to SPSF, and 

some of the t r a f f i c would be retained by KCS, ĥ w did 

you mark the study movement oheet? 

A The t r i f f i c or th<= study movement sheet was 

marked e i t h e r on a whole car loss or whole car gain — 

net gi in hut r e t e n t i o n . ""hers were instances where i t 

was i i f f i c u l t t o make c decisicn on whether or net w» 

would r e t a i n the whole movement cr not. Put i n every 

instance t h a t T can r e c a l l , a f t e r discussing i t with the 

various people, we decided i t could be- rade cn a whcle 

cat b a sis. 

I would have j u s t as much d i f f i c u l t y ^=kisa a 

decision based on a given per^.-nt ^ , " r cr 7"=̂. I t ' s 

s t i l l a r b i t r a r y d e c i s i o n . And I think i t mav be ev^n 

more a r b i t r a r y on a whole car basis i n a l o t of 

ins ta i c e s . 

3 Well, when you looked at a •novement she 
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s a i d t o y o u r s e l f 25 p e r c e n t of t h i s t r a f f i c i s g o i n g to 

s h i f t t o SE.S.jE'i'jB new l o n g h a u l r o u t e , d i d you go ahead 

and nark tTfe""iovement shee t as a d i v e r s i o n on a whcle 

^^^^^^ ^̂ m̂jmmm̂-
ca r b a s i s ? ' S H -

A I d o n ' t t h i n k we wov'ld ever have made a 

d e t e r m i n a t i o n t h a t 25 p e r c e n t would have s h i f t e d . 

Prob-.;bly a more normal t h o u g h t p rocess would be do we 

t h i n k W3 can ge t a l l o f t h i s , do we t h i n k we can r e t a i n 

some o f i t , o r do we t h i n k w e ' l l L35e a l l o f i t , o r w? 

w i l l l o s e seme o f i t . Eut we c o u l d n ' t make the 

d e f i n i t i o n o f a p e r c e n t a g e . 

And then a f t e r d i s c u s s i n g i t w i t h o u r r e " -

w-a f i n a l l y s a i d y e s , we can r e t a i n i t . I f t he re w .̂s a 

q u e s t i o n where we c o u i ^ n V ^ j A j t e a judgment about 

d i v e r t i b i l i t y , we w c a l 3 h ' ^ ^ f l ^ e d i v e r t e d i t . 

3 W e l l , now, the w-ty you d.^scr ibed i t y u s a i l 

sometimes when you were a sk ina q u e s t i o n s t o y o u r s - ^ l f , 

one o f t h e q u e s t i o n s you asked i s i s t h e r e a p o s s i b i l i t y 

t h a t rfe would r e t a i n some o f the t r a f - ^ i c . 

Now, i n t h a t s i t u a t i o n w-iat d i d ycu do? 

A would l o o k at the p a r t i c u l a r mcv-.----'* 

s h e e t . We would a l s o look a t perhaps i f t h e r e was a 

gro'up of movement shee t s o f s i m i l a r c h a r a c t e r i s t i c , t r y 

t o ma<e a d e t e r m i n a t i o n o f whether or not t h e r e was an 

e lement of q u e s t i o n in . making t h a t d i v - ^ r s i o n . Tf -hero 
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was an e lement o f q u e s t i o n and I d i d n ' : f e e l I c o u l d 

make t h e d i v e r s i o n or k whole c a r b a s i s , I s a i d w e l l , we 

won ' t c a l l i t a d i v e r s i o n . 

'J Yeah. When we were t a l k i n g to D r . B a r d w e l l 

y e s t e r d a y , he d e s c r i b e d t h e p rocess o f g r o u p i n g 

movements t o g e t h e r i n the e v a l u a t i o n p r o c e s s , and t h a t 

a t t imes t h e e v a l u a t o r — he d i d n ' t r e f e r p a r t i c u l a r l y 

t o you — but ha s a i d a t t imes t h e e v a l u a t o r c o u l d th?n 

dec ide a f t e r he g rouped the movements t o g e t h e r which 

whol? car movements i n the group would be d i v e r t e d an i 

which whole car movements i n t h e group would be 

r e t a i n e d . 

Now, i s t h a t the k i n d o f process t h e t ycu used 

on some o f t hese t r i f f i . f l e w s t h a t you lo-eked a t ? 

A I t fr.'. i iT ly w e l l compor t s w i t h the pr-."'c°ss we 

went t h r o u a h , y e s . 

3 Now, s i r , you t e s t i f i e d e a r l i e r t h a t 

t h e f i n a l e v a l u a t o r i i t h = Union P a c i f i c c o n t r o l " 

B: rry c a l c u l a t i o n s , ehe ICC found i n t he ' ' n i o n F a c i f i c 

c o n t r o l c a s e , t h e KCS d i v - ^ r s i c n l o s s e s t i m a t e was 

o V - re * 'H t e .j h y 2 9 p e r c e n t . T ' -' r ^ • r., • ' - , - » j p. t h i s c a s o 

i s o v e r s t a t e d by pt . e n t , KCS' l o s s e s t i m a t e weuld be 

a l i t t l e over ^16 m i l l i o n i n g r o s s revenues a n n u a l l y 

compared t o a p p l i c a n t s ' p r o j e c t i o n , which ' s about ^ 15 

m i l l i o n g ross revenue a n n u a l l y . 
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Is ther? any reason i n your v i e w , Mr. P l o t h , 

why the ICC should be ccncerned whether the d i v e r s i o l B W I * 

f r o m KCS would be P15 m i l l i o n , f16 m i l l i o n or maybe ev»n 

520 fflillio" annual ly as a r e s u l t of the SPSF merger? 

A You've made a lot of statements in that 

presentation. First of all, I was not the final 

evaliator in all of the studias for the UP. As to the 

specific relationship of the percentaae between UP in 

this case I t'ink is without merit. 9 9 9 

We have to deal wi th what we have nere , and 

the parc^-ntage v a r i < i t i o n t h a t we have between t ^ ^ C ^ ^ _ 

and t i e SP I t h ink revolve.s around a l o t of issoes tn? t 

tha Commission has to make the d e c i s i o n on whether er 

not w!iat w? s p e c i f y as our ' t i o n a l e t o r making the 

d ive r s ions i s p roper , or whether or not the proc'-^ure 

used by the SP i s proper . 

3 You're r i g h t . I agree we i o have to look at 

99 
t h i s s tudy here, and therefor^- , r W ^ t a b l y , T ark that 

some steady movement sheets be marked as an e x h i b i t to 

go through the cross exam , ,- on on them. I b e l i v- the 

nuir.ber t h i s t i - . « 1.- S-^-P-C-I^O. 

JUDGF i^DcKIN": "ha t ' s r i g h t . I t w t l l be 

marked f o r i d e n t i f i c a t i o n . 

(The document r•^f • ' ^ ' - " t o 

was marked Exhibi 
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SFSP-C-100 f o r 

i d e n t i f i c a t i o n . ) 

JUDGE HOPKIlTSi C f f the r e c o r d a m i n u t e . 

( D i s c u s s i o n c f f t h e r e c o r d . ) 

BY WF . WILSON* (Fesuming) 

Q I have assembled here i n t h e p a c k e t , M r . 

P l o t h , 27 s tudy movement s h e e t s . I do n o t havo a t t a c h e d 

t h s w a y b i l l and s e t t l e d revenue i n f o r m a t i o n which you 

h a d . I d o n ' t t h i n k a:, y o f m. q u e s t i o n s would r e g u i r e 

r e f e r ? nee t o t h a t , but i f .->. t any p o i n t t hey do,1 

suppose you c=» r. l o o k a t i t . 

A I have c o p i e s of our o r i 7 i n a l w i t h m^ so T cT' 

r e f e r t o t h o s e . 

0 Okay, s i r . ""his f i r s t moveir'^nt, s tudy 

movement sheet 878 , i s th--- f i r s t i n a croup of movemeTts 

I ' d l i k e t o t a l k t c you abcu t t h a t i n v c l v - - ch<^mical 

t r a f f i c f r o m Texas an1 L o u i s i a n a [ o i n t ; Th i - - ' ^ i r s t 

moven'ent was c h e m i c a l t r a f f i c g e n e r i c a l l y , I - * - i n ' ' 

o r i g i n a t i n g i n West Lake C h a r ' f s , L o u i s i a n a , as i t 

s t a t e s on -he upper l e f t h a n d s i d e of th-r • - / -• 

t o E e c a f . j r , I l l i n o i s . 

I t ' s ' sh ipment by ^ ' i r e s tone T i r e and r iuhber , 

as i t ' s f i l l e d i n a f t e r c o n s i g n o r , and the r o u t i n e 

o r e d i ' / e r s i o n , which i s immv-d i - t e l y u n d « r the cr-

nar.e, i s l i s t e d as KCS-Kansss C i - y - I C o . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,, WASHINGTON, D C. 20001 (202) »>28-9300 



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 

mmm-

^ ^ ^ ^ ^ ^ ^ I^MgL 

Now s i r , on t h i s sheet you diverte-d i t a 

hundrad pe rcen t , and t h a t ' s what you m^ant when you 

checked "whole l o s s " a t the bottom of the mge and wrote 

i n th ? f i gu r ' ^ of how much monjy would be l o s t to KCS 'on 

the movement; i s t h a t r i g h t ? 

\ Yes, t h a t i s c o r r e c t . 

Q 'ind the d i v e r s i j n route t h a t you selected i s 

w r i t t ? n under number U, probable n?w r o u t e , SPSF-.Kansas 

C i t y - I C G ; i s t ha t cor rec t? 

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

Q And reason 3 i t where YO^ i>J,£t the reasons f o ; 

th<= judament t ha t you had; i s tMlT co"frect? 

A Yes. These are general ca t - ' »ac r i e s tha- vi 

assigned f o u r reasons so t ha t we c o u l ! computevize 

th i n g . 

3 .iifeSjllllght. And one of the g-^ner. l ca tegor ies is 

numb?red 0 , other f a c t o r s u t i l i z e d m d e r i v i n g d i v e r s i o n 

d e c i s i o n , and when you used reason C, you would w r i t e 

m f o r u a t i o n i n the low^r l e f t h a n d s i i - of the paa*:; 

i s n ' t t ha t co r r ec t ? You d.. d not do t ha t on t h i s ;•; 

Y-û  you d id on some o*' the o th - ' r s . 

A I bc-lieve there were 

commentary made, yes. 9 9 9 9 9 9 

3 So an e f t o r t was made then , /as i t n o t , 

l i s t a l l of the reasons on the sh at we-r" i n your 

mmm mm 

MLDEf:SON REFOf<TIN3 COM'»ANY, INC. 
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3 

1 mind at the time you made your d i v e r s i o n judgment? 

2 A At the 'jutset there was an attempt to do t h a t , 

3 and as we got i n t o the procedure, i t was determined t h a t 

4 there were so many v a r i a b l e s being shown for G, and 

5 a c t u a l l y G was a c t u a l l y meaningless to our aggregation 

6 o f reason codes, t h a t we f i n a l l y discontinued doing 

7 t h a t . 

8 Q So rfhat does t h a t l a ava us? Does t h a t l e ave 

9 us w i t h a number o f movements where you d i d n ' t show your 

10 reasons? 

11 A Now, I t h i n k t he reasons more s p e c i f i c a l l y 

12 woulJ be A, D or C, and t h e n t h e r e was p e r s o n a l 

13 knowledge t h a t was used at t h e t i m e t o make one o-̂  t hose 

14 t h r e e i d e n t i f i c a t i o n s . Sometimes t h e o t h e r c a t e g o r i e s 

15 were u s e d , b u t as I r e c a l l , very r a r e l y . 

16 3 Okay, ."^ow, t h i s p a r t i c u l a r :r-^v--"'-^e- wculd tv^ 

17 a t h i r d p a r t y g a i n t o the SFS'=' '-ve-?m; by t h a t .̂ e..an 

18 n e i t n e r Santa Fe n o r Southern P a c i f i c i s i n t he 

19 pr---d i v e r s i o n r o u t e . I a'-~un you would agree w i t h me 

20 t h a t t h a t t y p e o f t r a f f i c whee.. n e i t h e r ^ -:; * . 

21 Southern Pacific is involv-d is the mcs- '.i^f:e' 1- ty^..-, 

22 c f t r a f f i c f o r t he i^erged c a r r i e r t o t r y t o get a f t e r 

23 the aerger occurs; is that right? 
^^mmmmmtmn 

2^ m ^ ^ ^ ^ J ^^p^.^ t h i n k I c o u l d c a l l i t t t - -~ -t 

25 d i f f i c u l t t y p e . I t h t n k ycu have t j go t i c k t h r c u r b t h e 
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h i s t o r y of how the s h i e p e r s ' and the c a r r i e r s ' 

i n t e r a c t i o n s o c c u r r e d i n t h e pas t and t hen l o o k a- what 

the c u r r e n t c o m p e t i t i v e c l i m a t e i s and how t h a t c l i m a t e 

w i l l be impac t ed by a g i v e n merge r . 

Q P i g h t . But when l o o k i n g a t a move — my 

q u e s t i o n i s when l o o k i n g a t a p a r t i c u l a r move, and not 

n e c e s s a r i l y t h i s p a r t i c u l a r move, any p a r t i c u l a r mcve, 

where n e i t h e r Santa Fe nor SP i s i n t he p r e - d i v e r s i o n 

r o u t s , i s n ' t t h a t a move where i t ' s q o i n g t o be r a t h e r 

d i f f i c u l t f o r t h e merged system t o g e t t h a + , because 

a f t e r a l l , t h e r e ' s no p r e s e n t r e l a t i o n s h i p w i t h the 

shipp-er on t h a t move. The p r e s e n t r e l a t i o n s h i p s are 

w i t h compet ing r a i l r c a d s . 

A Put t h e s h i p p e r i s i n v o l v e d w i t h the Sou the rn 

P a c i f i c a t t h i s o r i g i n . T mean we are h e a d - t c - h c a d 

c o m p e t i t o r s w i t h the S o u t h e r n P a c i f i c a- t n i s o r i a i n , 

and F i r e s t o n e makes sh ipmen t s v i a KCS, and i - makes 

5hipTi?nts v i a the Seuthern P a c i f i c . 

3 Ckay. Excuse .tte. Go ahej 

A I f I c o u l d k i n d o f i l l u e t r a t * : - h i s , c o n t r a c t 

r ? t e~ 'rc> very pr-'-- - et -"r>=y-, and i - ' s n o t unusua l f c r 

a c a r r i e r t o enga-it w i t h a s h i p p e r i n a c c n t r a c - i t 

c a l l s f o r 85 or 95 pe rcen - o f h bus iness out o f a 

g iven p o i n t at t h a t p a r t i c u l a r t i ^ t r . . Fven thou-- ' -ne 

c a r r i ? r may not have p a r t i c i p a t e d i n a mo' : 
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compet i to r d i d , as soon as tha t c o n t r a c t i s s i gned , he 

beco«9S h e i r to t h a t p a r t i c u l a r t r a f f i c . 

Q Okay. This move, s i r , was o r i g i n a l l y 

evaluated as a no change, and the reason f o r t h a t 

o r i g i n a l e v a l u a t i o n , which i s crossed o f f on your number 

3, i s "present route net a f f e c t e d by proposed 

a p p l i c a t i o n . " 

ify f i r s t quest ion i s whrt was meant by t h a t 

reason , "present r cu te not a f f e c t e d by proposed 

a p p l i c a t i o n , " when t h a t reason was usad i n your study? 

A That meant t h a t regardless of how the merger 

was inplementad • we would s t i l l be able to have 

a v a i l a b l e a l l of the r o u t i n g s tha t we present ly w ?re 

o j i n g f o r t ha t p a r t i c u l a r t r a f f i c , and tha t a l l the r a t e 

c o n d i t i o n s would e x i s t to a l low those rou t ines to be 

ut i l i z e d . 

3 Okay. So in t h i s case, t h a t reason was 

o r i a i l a l l : checked because of the fac" -hat KC^ ^ m 

o r i g i n l i n e could s t i l l havt a v a i l a b l e a r o u t i n g wi th 

the ICG via Kansas C i t cc u ld s t i l l o f f e r 

mm-
ces p-^-- t ive s e r v i c - wi th the ICG v i a ''ans as C i - y ; i s 

t h a t r i g h t ? 

A That was the i n i t i a l e v a l u a t i o n . Tha t ' s 

corre c t . 

3 And then you ch-anged i t to a d i v e r s i c n e ..dl 

ALDERSON REPORTING COMPANY, INC. 
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1 c i t e d as one o f y o u r r easons r o u t e s and r a t e s . What was 

2 meant by t h e r eason r o u t e s and r a t e s ? 

3 A T h i s i s a p e r f e c t i l l u s t r a t i o n o f what j u s t 

4 d e s c r i b e d g e n e r a l l y . F i r e s t o n e s h i p s t o a m a j o r i t y — a 

5 number o f g i v e n d e s t i n a t i o n s . Some o f them are t i r e 

6 p l a n t s . Some o f t h e d e s t i n a t i o n s are people t h a t use 

7 rubber f o r o t h ^ r pu rposes than c o n s t r u c t i n a t i r e s . Put 

8 F i r e s t o n e .nost i n s t a n c e s pays t h e f r e i g h t , 

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

10 Sou thern P a c i f i c c f f e r s s e r v i c e d i r e c t t e one 

11 gateway t h a t we compete w i t h , which i s New O r l e a n s . 

12 They o f f e r s e r v i c e t c a n o t h e r gateway w i t h which we do 

13 n o t compete , which i s S t . I c u i s . 

U We a l s o havp t h e a b i l i t y t o work w i t h onr 

15 c a r r i e r s o v e r Kansas C i t y and S t . L o u i s and Ci i icaoe f o r 

16 F i r e s t o n e ' s t r a f f i c . w, once t h e meraer i s 

17 a c c o m p l i s h e d , t h e Sou thern P a c i f i c - S a n ta Fe w i l l be a b l e 

18 t o off-^-r f u l l gateway coverage s i n g l - - l i n e s e r v i c e t o 

19 those aateways an i more e x p e d i - i o u s s e r v i c e . 

20 Our " - c m p c t i t i v e o p t i o n s , such as w i t h the ICG, 

21 w i l l no l o n g e r be - h - - r e . Ve w i l l not h=v- th=> s i n f i l « 

22 l i n e r a t emak in - : c a p a b i l i t y t o - ^ f f e r a c o n t r a c t t c 

23 F i r e s t o n o t o say we o f f e r you a c o n t r a c t , i t c o v e r s a l l 

24 o f our gc^teways, and he-e i s t h e a l l o w a n c e t h a t we w i l l 

25 g i v e you f o r each o f these ga teways , and you can 

ALDERSCN REPORTING COMPANY, INC. 
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your c h o i c e . 

I f we have a c o n t r a c t , KCS has a contrac.; w i . h 

F i r e s tone , we would be able to o f f e r only one d i r ' ^ c t 

in tercnange gateway at New Crleans . So i f I '<ere i n 

F i r e s t o n e ' s shoes, I wculd s ign a con t r ac t w i th the 

Santa Fe-SP. 

?2 

23 

24 

25 
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3 W e l l , you say your c o m p e t i t i v e r o u t ? w i t h ICG 

W'juld ne t be t h e r e . Bu- i t ' s t r u e t h a t ycu wculd s t i l l 

have r o u t e s ana r a t e s v i a KCS, Kansas City., . ICC-, a f t e r 

t he m a r g e r , would you no-? 

A We would have a r o u t e w i t h some r a t e , b u t I do 

n o t ? x p e c t t h a t t h a t r a t e would be c o m p e t i t i v e w i t h t h e 

SP ~ w i t h wh ich t h e Santa Fe/S? c c u l d o f f e r , 

p a r t i c u l a r l y s i n c e t he Santa Fe/SP has an a d d i t i o n a l 

s e r v i c e f o r F i r e s t o n e a t Orange , Texas which we dc n e t . 

T h e r e , i t ' s p o s s i b l e f o r thorn to -out i n an aggrega te 

c o n t r a c t f o r Orange, Texas an i t o t a k - " r i a r l e s , 

L o u i s i a n a which a g a i n c f f e r s F i r e s t o n e something t t a t we 

c o u l l n • t . 

Q W e l l , w o u l d n ' t ICG nave an i e i v e t o voz'<. 

w i t h KCS and propose a c o n t r a c t t e t h i s s h i p p e r ? 

Put i t wen I d br< mean i n g l e s . - i ; r t ^ 

has a b r o a d e r coverage c o n t r a c t t o o f f e r t i a n wha* we 

have. 

3 D o e s n ' t F i r e s t o n - , â - a na t - .^ r c f *zrzZf ic 

r o ' J t i n ' - p o l i c y , l i k e ec s r l i t ' - a f f i c Y - z . -he 

twc r^' i l r o a e • ; . . . . .ve i - s f a c i l i t y ' ' 

A F i r - s t o n e i n th - i pas- '-.:̂ .~ u - l l i r e d son^e t y c " 

c^ r o a t i n g p o l i c y , bat a i . " • - -xner i -e^- ' - h a t i t 

depends s o l e l y on t h e o f f er i s ;., c a r r i e r ; - . - i - ; ' ! 

thetr, and a g a i n you aet back t o t h e ccn t r a c - . 
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1 I f they are f a c e i w i t h a s i - u a t i o n w i t h 

2 g e t t i n a a m i n i m a l amount o-̂  r e t u r n on a c o n - r i c t w i t h 

3 KCS and b e i n g a b l e t c Bax.:.mize a l l the r e - u r n s f - o t what 

4 the SP/Santa Fe c o u l d o f f e r , F i r e s t o n e ' s no l o n g e r a c i n g 

5 to observe t h e i r t r a f f i c s t u d y i f t h e r e i s on-^. 

6 0 But your o b s e r v a t i o n i s t h a t t h e r e are goina 

7 to be e f f i c i e n c i e s at lower rates via SFSP, and z-- a 

8 r e s u l t F i r e s t o n e ' s g c i r g t c use t h a t s e r v i c e because t h o 

9 r a t e s would be l o w e r . 

10 A The r a t e s w i l l be l e v e r en - b r o a d - s r r e a d 

n b a s i s . I n o t n e r w o r d s , F i r e s t o n e w i l l be ab l e t o e n j o y 

12 Ttore s a v i n g s en a s h o r t - r u n b a s i s . 

13 3 W e l l , f r o m a s h i p p e r ' s v i - w p c i n t , a r-̂  n ' - th-^^re 

14 aJvantages i n usi-'-g r o u t e s o f f e r e d by b o t h s c r v i n a 

15 r a i l r o a d s at a f a c i l i t y such as - - i s ? 

16 A " o s t s h i p p e r s t r y to take advantace ef 

17 c o i r p a t i t i o n where i t e x i s t s between t r fo carri---;rs? 

18 Q Why do s h i p p e r s do t h a t ? j H H H v 

19 A Because they lev-- t o keep one c t | H | | p r i n th? 

20 m a r < e t r l a c e so th ' " - - ' ^ ' v have a w-rige f o r g a i n i n c 

21 s i n a o f f c f a n o t h -

22 2 So, i n your - -< - - i ^ n c e . s'• - . i l l 

23 sometimes go on t o f t h ^ i r way to r o u t ^ some t r a f f i c v i a 

24 on-^ c a r r i e r j u s t t o keep t>>.i -cmp.^- . *- . — -^-^^r.-.'̂  *• ^ 

25 r i e b - ? 
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\ T h a t ' s c o r r e c t . Now, on t h i s p a r t i c u l a r 

i n s t a n c e f o r F i r e s t o n e , t h a t wedge c o u l d be a l l o w i n g us 

t o have the t r a f f i c i n t o t h e s o u t h e a s t v i a Vew Cr l eans 

s i n c e t h a t ' s our c o i r p e t i n g g.ateway, and t h e t r a f f i c i n t c 

t h e e a s t , t h e upper m i d w e s t , and the upper s o u t h e a s t 

whera they would n o t have u s . 

3 Now, i n making t h i s e v a l u a t i o n , d i d you 

con!bl1er the f a c t t h a t KCS's s p e c i a l equipment was used 

on t h i s movement? 

A Yes . 

3 Why -wouldn ' t F i r -^s tone want t o g i v ? a r c u t e t o 

a r a i l r o a d t h a t s u p p l i e d i t w i t h a sp--=>cially ^ - g u i r r e d 

C | ^ 3 r t he raove?^^^ 

^ ^ i f The u n i i u ^ ^ ^ ^ o f tne car i s n o t h i n g pN^ru l ia r 

t o KCS. The S o u t h e r n P a c i f i c has t h e same equipmc^^nt -c 

o f f e r , end t h e r e t s no reason to expec t t h a t -he 

c o n t r a c t i s e n t e r e d i n t o between F i r e s t o n e and t ^ - new 

m.=.'ged system t h a t they w o u l d n ' t o f f e r t he sa re c ^ r . 

And i f I was F i r e s t o n e , and T h'.d -.wc c r r i - r s 

•mmmm 
o f f e r i n g '"'^H^^B^ contract t-.-

Tive which bett-^r s i t e ' 'n t"-^ - - ^ • r 

I ' d take the cat frr--^ the c cr.e t i-e c a r r i e r . 

3 So your assumption i n lookina at t h i s r̂ e-.-e was 

t h a t i t would not be a KCS car a f t e r 'Oer; tha t 

ine-?ad, SPSF would s u b s t i t u t e i t s special 

ALDERSON R'tPORTING COMPANY, INC. 

20 t= ST., N.W,, WASHINGTON, D.C. 20C01 (202) 628 9300 



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 

7583 

KCS's s p e c i a l .equipment? I s t h a t wha- you'r*^ s a y i n g ? 

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

0 Now, you ^.Iso l i s t e d l o n g h a u l as a ' - ' i v - r s i o n 

r e a s o n . What doe - l o n g h a u l mean as a reason i n t h i s 

p a r t i c u l a r e v a l u a t i o n ? 

A Tha t means t c me t h a t t h e merged syste*^ w i l l 

be ab le t o take advantage o f t h e i r l o n a h a u l r o u t e . 

Q W e l l , d o e s n ' t the SP'"F sy - - - ^ve a l o n g e r 

h a u l r o u t e a v a i L ^ b i e v i a Chiccigo, s ay , v i a 

SPSF-Chicago-T' '^? 

A Y e s , i t does . 

3 Why d i d n ' t ycu s e l e c t t h a t r c u t e ? 

A We s h o u l d have s e l e c e d t h a - - " u - e , but we 

d i d n ' t . The rf^'ason was on a c o n s e r v a - i v e b a s i s , we l e t 

Q L e t ' s move t o the n-^xt rag*-, S " . - r 

movenont f r o m F i r e s to r^^ a t West Lak^' C h a r l e s , In^ ' iana t o 

D e c a t u r , I l l i n o i s , t i . . e ene r'^u- Ci ty -NGV. 

T h i s i s a n o t h e r p r e d i c t i o n c f a t h i r d r = r t y 

C l i n t c "PSF, -- whc le l o s s o d K -; • *, 

thcuga .Santa ;nc sn , .• t.eer on-z- w-. i • i nvc lv -^ ; : ie 

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

J Now, t h i s was o r i g i n a l l y mar'eecl 

no-change, and th-^re were two reasons t h^ - w 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 428-9300 
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mea t . The f. t o s u p p o r t t h e o r i g i n a l no-chj .nge j u d g m e n t . The f i r s t 

one i s s e r v i c e . 

Do you see t h a t t h e r e ? 

A I see what ycu a re r e f e r r i n g t ; ) , bu t I - h i n t 

y o u r a s sumpt ion i s e r r o n e o u s . 

3 Oh, o k a y . Why d o n ' t you expTa in? What does 

t h e check by s e r v i c e m-̂ an? 

A The s e r v i c e and equ ipmen t , where i t wa.s-

c rossed OLit, d(-ze f i r s t e v a l u a t i o n s made a f t e r i t w? 

changed to a d i v e r t . 

3 Oh , these-- ver«: ch.^cked a f t e r you dec ided i t 

would be a d i v -̂ir s i'•.•;'n ? 

A T h a t ' s my r e c o l l e c t i o n . 

3 W e l l , hew would KCS's s p e c i a l equipment 

s u p p o r t a l e s s of t h i e m c v - r e n t t o K C ' ' 

A That w i o n ' t my e v a l u a t i o n . T h a - ' s why i t wi.s 

" ^s ? o f f . 

3 '^i.r c k a y . '"-; s p e c i a l oau iprr-.-nt was 

o r i a i o a l l y ch " - k c i t o s u p r o r t t h ^ c r i c i n a l -.t *" 

no change, and th=^n when r;..-̂ - " r n i n a l judnT^-n- ch- .nn '" : , 

you sere'-- f f the z<^z- ~: ; Ls *.hat r i a ! 

A Ho. Th.^ equipin--n+- was s c r a t c h e d e f f becaus'-

th-^ s?condary e v a l u a t o r assumed t h a t th^-- n-̂ w "ara- - ' 

S-' • - would hav? the ^-quipm^n* t o u • , 

and t h a t t : - t _ e i ; ' . t r e i -^ary rea.-o." f o r c 

AIDERSON REPORTING COMPANV, INC. 

20 F ST„ N W., WASHINGTON, D C. 20001 (202) 628-9300 
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f r o m an u n d i v e r t t o a d i v e r t . 

And I made t h e d e c i s i o n t h a t e q u ^ P ^ n t weuld 

n o t b? th? p r i m a r y r e a s o n . I t would s - r i c t l y a r a t e 

and r o u t e c o n s i d e r a t i o n and a s e r v i c e c o n s i d e r a t i o n . 

Q O k a / . I unde r s t and now. 

A I ' m s o r r y . I s a i d s e r v i c e . T meant a l o n g 

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

3 Also t h a n , when you c ro s sed o f f s e r v i c e , y o i 

were a l s o assuming t h a t t;ervic«=> would not be the prima'-y 

c o n s i i e r a t i o n f o r the d i v e r s i o n ; i.e- t h a t corree*-? 

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

3 Okay . Now I und'^ ' rs tand. But i n any e v e n t , 

t h i s i c ano the r KCS s p e c i ' 1 equ ipped c a r . As a 

p a r t i c i p a n t i r the Union P a c i f i c c o n t ' - o l case , do ycu 

r e c a l l what th ICC s a i d about - c f f i ' - e v a l u a t i o n e 

of movements i n KC? equipment i r i - ; ;e.n F a c i f i c 

c o n t r o l case d e c i s i o n ? 

A No. T d i d n ' t r e ad the f i n a l d e c i s i o n . 

0 The ICC s a i d a t page 729, " t h ^ r ^ were 21 

sample sh ip m e n t s t h a t move-' i n KCS c'*'--: wh'^re 

f t f ; l i s e n t - -

^? . r^PEILINGi , ' - :-cr . T .; h . 

now i n t r o d u c i n g evidence f o r the record? 

JUDGE HOPKTNSi Are you aoina to ask a 

Q', . -jn? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C 20001 (202) 628 930vT 
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«R. WILSON: I'm aoing to sz^ 

JUDGF HOPKINS: Ge ahead. 

EY Y^. WILSON: (?osumina)| 

3 The ICC said at page /29, "There 2 

sample shipments that moved in KCS cars ^mjj^mm^ican 

mm/m 
contend t h a t p r o t e c t a n t i g n o r e d c a r o w n e r s h i p when 

making i t s d i v e r s i o n j u d g m e n t s . 

"We agree w i t h A p p l i c an t f " ' l ' P ¥ f ' KC" d id n - t 

t ake i n t o c o n s i d e r a t i o n the f a c t - h a t t hese shipn- e 

moved i n KCS e q u i p m e n t . I t i s a p p i r ' e - - h i ^ ' C S ' r 

e q u i p n e n t was one c f t he p r i m a r y f a c t o r s t h a t cause 

th--se 2 1 sampl'-- s n i p ' » i e n t s t o be r o u t e ! cvf-:. i s I m 

We f o r e s e e no reasons why . CS w i l . i not be a l l ^ t c u i pme nt >r t h i = - ; i f f i ' - . - " id c o n t i n u e t o sup 

remain in t h e r o u t i n g . " 

And my q u ' ^ r t i o n i s , w o n ' t KCS,-

mf. '-ger, s t i l l be a b l e -̂> ' - - n - i - : ' - ' -e s u p p l y 

eg uipfl t-̂ n t f o r 1 e ;-, t on ^ ';-. " r a f f i c i n -)rder t 

A KCS does no t los ' - the c r r ' <i n i t y ' •- r i 

s , . ' - ' r i - iL ec u... p r - n t f e ' - - n » . 

Hcwev?r , the E h i p p « r i s th<= on- t h • - whicn 

equipment i n t o which he w i l l p i t h i s sii ipn».-nte . 

I f ••here i - . - e n t r a c t --u* 

e r 

u t h e r n F a c i _ i ' 

ALDERSON REPORTING COMPANY INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 m 
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p o r t i o n of h i s t r a f f i c , he w i l l not choose t o u t i l i z e 

KCS e q u i p m e n t . He w i l l chces.=' to u t i l i z e Seu thern 

P a c i f i c ' e . e q u i p m e n t . 

Now, the equipment t h a t we have f c r t h i s 

p a r t i c u l a r movement may be s h i f t e d t c a n o t h e r movement 

t c New O r l e a n s . So y e s , Wr- c o u l d 'ise t h a t same 

equ ipment i n a n o t h e r movement, bu t not f o r t h a t 

p a r t i c u l a r novoraent . 

Q Wcul^. t h i s e t h e r movement t o New Or l eans be a 

m o v e i e n t t n a t SP, f o r example, i s h a n d l i n g tcday? 

A I d o n ' t know. '9999-

C A l l r i g h t . L e t ' s gc on t o page 6 ' '7 . i h i s i s 

a C i t i e s S e r v i c e Chemica l Ccmpany move West Lake 

Char: L o u i s i a n a t o C h i c a g o , I l l i n o i s , r e ; j - - - ' 

KC~-Ka nsas C i t y - ^ T . v . 

Th is movement was a l s o o r i o i n a l l y e v a l u a t e d as 

• . T 

a-e=>ss my f i r s t q u e s t i o n i s , t h ^ r ? were a number c-̂  t'^-^se 

chang-3s i n t h e chemica l t r a f f i c . Do you knew hew Tany 

c h e m i c a l t r a f f i c movements you ch - ' f r o r ; 

n c - --̂  • V •? r s i o n s - c 100 p r s i c ~ "I" 

A No, «^ir; I d i d n ' t k^ep t r a c k of t h e r , 

Q Do you r e c a l l t h a t t h e r e were a s i z e a b l 

number o f those movements? 

A We had appr ox : t .̂ - . - " l y 1,P70 Tiov?m?nts t h a t w^ 

.^^mmmmm 
^^^^^mmtmrnm' 

a ch?nge , and was l a - e r chantTod o whc^ 

ALDERSON REPORTING COMPANY, INC. 

20 f ST„ NV«V,. WASHINGTON r i r i r , r . r . . : 2 8 - 9 3 0 0 mmm 
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eva lua ted , and I have no ideas as to how many of those 

tha t ere pet rochemical ware changed. 

Q Dc ycu t h i n k the KCS-Kansas City-Nr.'-^' r cu t e 

used f o r t h i s shipment o f f t r s the shipper b e t t e r s e rv i ce 

than he would get frcm the new SPSF s i n g l e l i n e route? 

A Could you say t h a t one more time? I knew your 

q u e s t i o n , but I want t o m-̂ Ke c e r t a i n tha t I answer i t 

p r o p e r l y . 

3 Do you t h i n k the KCS-Kansas City-NtW rou te 

used by the shipper f o r t h i s racvement o f f e r s be t t e r 

se rv ice than the New SPSF s i n g l e l i n e route would 

o f f e r ? 

A N c . 

3 So then, do you t h i n k t h a t the b e t t e r s.-rvic = 

on th? SFSr s i no l e l i n e rou te wculd have teen cne cf the 

f a c t o r s whicbi wo ul d cause a ''CS less? 

A ^ ^ ' ^ ^ S e r v i c e by i t s e l f woul i no-- hav? caused 

t h l o s s . 

3 I s t h i s another s i t u a t i o n w'-.ere both ''C'^ ani 

Soutii?rn P a c i f i c serve the s h i p p e r ' s f a c i l i t y Ve-̂ L 

'9mm999 
Lake Ihar les? 

A Y e s , i t i s . 

3 Wouldn' t C i t i e s Serv ice he l i k e l y to d i v i d e 

i t s t r a f f i c betwe?n SPSF and '̂ CS a f t e r th fer.Ter 

•instead of s h i f t i n g a l l of i t to the SFS' system? 

ALDERSON REPORTING COMPANV INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628 9300 
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A I f e v e r y t n i n g was e q u a l , and h i s t o r y i s a 

t e a c h e r o f our e x p e r i e n c e , we would a n t i c i p a t e to g a t a 

v e r y s m a l l share o f C i t i e s S e r v i c e b u s i n ? £ s . C i t i e s 

S e r v i c e has h i s t o r i c a l l y p r e f ^ e r e d the S o i t h e r n P a c i f i c , 

even <here t h e r e i s c o m p a r a b i l i t y o f r a t e s , r o u t e s , and 

s e r v i c e s . 

T h i s p a r t i c u l a r e v a u l a t i o n was made because c f 

t h e s i n g l e l i n e r a t e m a k i n g c a p a b i l i t y o f t h e new system 

which the Sou the rn P a c i f i c d i d no t have p r e m e r g e r , and 

t h e f a c t t h a t KCS would need t o a c q u i r e thfe c o n c u r r e n c e 

mmmmm-
of any o t h e r c o n n e c t i n g c a r r i e r t o mow" i n t o nS"I"e a g o , 

most o f which would be more c i r c u i t o u s than the Santa Fe 

r o u t e p r i o r t o the merge r . 

He a l s o had tho o p t i o n cf w e r k i n a w i t h t he 

Santa Fe, wh ich was t h e most d i r e c t r c u t e , the most 

s e r v i c - s e n s i t i v e r o u t e . H.t,....M,pn' t have t h a t a f t e r th:-me rger . 

3 So e'^ter t h e merger , you t h i n k t h a t '̂ CS w i l l 

o n l y hand l e a very s m a l l pe rcen tage o f C i t i e s "^ervice 

Company t r a f f i c , and t h a t w i l l be because C i * - ~ ^ e r v t c e 

W-. e. ts t e e CS a rcund =s a ^ ' - ' -

check on t h e SPSF. 

Ts t h a t r i g h t ? 

A I f C i t i e s S e r v i c e was s t i l l i n b u s i n e s s , t h a t 

may b? the car . - . They ar? no long^^r t h e r e . Sou*-hlan1 

'"991 

mmmm 
m9m 
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I n d u s t r i e s has t a k e n over t h.= t u s i n e s s of the r e f i r 

3 Are -h?3e shipr^-z.ete s t i l l ^ m o v i n a about t h " 

san^e a r e a s , or hav^ t hey chanae-? tn---ir d i s t r i l u t i c n ? 

A No. " h ' ^ y ' r e s t i l l making th*^ s-Te ship;Tients 

t o about the same a r e a s , b u t you hav^* a d i f f e r e n t 

s h i p p e r i n v o l v e d . 

3 L e t ' s s k i p a page and move t c paae 5 on t h i s 

b o o k l e t , 3 d S - P « 7 , a n o t h e r C i t i e s S«-r v^ .--^' s nevp- ^..^e 

f r o m 4r.-st Lake C h a r l e s to ' 'acomb, I l l i n o i s . 

P r - d i v e r s i o n ' -oute i s KCS-'-'ansas C i t y e r 1 i-^. c-on 

f o r th e r n . 

Now, t h i s ev=>lua t ion you d i i n ' t change . You 

l e f t i t as a n o n d i v e r s i o n . '-'hat i s ycu r reason w .̂y "<cs 

w i l l r e t a i n t h i s nove? 

A Because " a c c b , " ^ l ^ n o i s i s the I c c e l 

P u r l i n g t o n N o r t h e r n p o i n t a n f l w e f e e l t h a t t h e 

E u r l i a ^ t o n S 'or t t iern would s t i l l e n f ^ r - e - i n rcu- . : . - - w i t h 

the KCS c v - r :-:insas C i t y . 

I n t h a t s ense , w.--̂  h-^v-^ the more d i r e c - rout--" 

t c ^'aisas C i t y t han the Santa F e / S I w^uM h ^ v ^ . 

co-,ild compote .en a c c s t b-esis , and t*----. th-= - u e l i - : t c n 

N c r t h e r n w o u l i - " t o r e f e r cne over t h - --^th-^r. - - i l l 

was a q u e s t i o n i n t y mind as -c whoth--r or not we ceuld 

t a k e a d i v e r s i o n cn i t , a r: i 'ecidr:.-d t h e r p i c itor-^ 

.Toing f o r us than n e t , so we w i l l not *-̂ ^ • ' - . t s i c n . 

1 ALDERSOM REPORTING COMPANY. INC. 

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

n n n 
u u u 



759 1 

i 

1 

2 

3 

4 

5 

6 

7 

8 

9 

IC 

11 

12 

13 

14 

15 

16 

17 

18 

IC 

20 

21 

22 

23 

24 

25 

3 Okay. »'ow, what d i i you mean by pr '^sent r o u t e 

no t a f f e c t e d by prcpcE = d a p p l i c a t i o n , then*' I s t h a t 

what you j u s t d e s c r i b e d ? 

A T h a t ' s e s s e n t i a l l y what I j u s t d e s c r i b e ' . Ycu 

w i l l n o t i c e t h a t t r a c k l o c a t i o n i s a l s c c h e c k e d , which 

means t h e t r a c k l o c a t i o n a t t he d e s t i n a t i o n . 

0 Bu t the f a c t t h a - the d e s t i n a t i o n s h i p p e r here 

i s s?rved by P u r l i n g t o n N o r t h e r n w o u l d n ' - p r e v e n t , wculd 

i t , , a r o u t e c f SPSF-Kansas Ci ty -BN? 

A T h a t ' s c o r r e c t . I t would n o t pr-^vent t h a t 

r o u t ? . 

3 Okay. F u t i t was your judc r i en t -b-at - e-•• 

meraed system c o u l d n o t get t h i s t o v e 'uc t c '^'anse-

C i t y ? 

A I t was my det -r- e a t i on they i i ! n ' t :̂ av = 

T s a i l msrketine market pow^r -rnouah to overcoipe ' 

advantage that we have, th= s h c r t cost advantaae i 

liave. i Q M i 

Q '^el.^ , s i r , l o c k i n g back t o pace 3, *er 

exemple , i s th > d i s t i n c t i c n i n t h i s e v a l u a t i e e - -

* i_ • V- ., i ; , ^ . - . - -. w . > . - - - - v a l na - i c 

A I ' m r . s u r ? I knew what you b-,- pa 

2 I t ' s my page 3. I t h i n k i t ' : - . " Z - f i l . 

A Okay. '.?ould you r- - th'-^ q u e s t i o n , -

3 What i s t h e V ; - . - - ; : ' : - ": " b^ -

' what 

he 

,!-at we 

w e l - , 

rrf 

r r e ? 

ALDERSON REPORTING COMPANY INC. 
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A That the Burlington Northern has a local 

station and ttat the Purlington Northern hns fairly 

direct routing to this station. m 9 9 9 9 r 9 9 f l l ^ ' 

3 Okay. Now, i f you l ook t o -ny page 2 , Sys-BBO, 

now I know w e ' r e d e a l i n g w i t h ano the r s h i p p e r , bu t why 

w o u l d n ' t t h e r e a s o n i n g t h a t you j u s t i ? s c r i b e d i n 

c o n n e c t i o n w i t h the L'u r l i n ^ tw.» ^ L _ ".I'JL . i ur.-:.. t ^ e 1 i en novp^ 

f o r C i t i e s S e r v i c e s a l s o a p p l y to t h i s Fires-^cne 

movemant on page 2 and p i . v f - S-Z: ^ - ny. g e t t i n g t h i s 

a l l v i a t h e Kansas C i t y Gateway? 

A Because the ^ i r ^ s t c n e i s s u e r e v c l v o s arcund a 

c o n t r a c t i .esue. S o u t h l a n d , the d i s t r i b u t on f o r 

So-Ith l a n d , even though i t i n v o l v e s a p p r o x i m a t e l y -he 

same l e s t m a t i c n s as C i t i - - s S e r v i c - hed i n ^he pas - , 

w e ' r e n o t f a m i l i a r er.ouoh y e t w i t h t he c o m p p - i - i v -

charac t e r i s t i c s t h a t w i l l be -y-^r ted on Sou-^ l and and 

upon w h i c h I can make a judnment t h a t => c o n t r a c t wculd 

b-̂  u t i l i z e d w i - h t h i s romp a n y . 

ft lot o-'' the shipments fror Citi-'S ^-r-.'ie?'' 

I shcul-'n't : lot -- e.e P'^l and -rl, Yc--

azf- p rep- - ' id . Tha t i n d i c a t -'̂  c me th--;- - v i ' - ^ 

w i l l n ake th-:- shipra'=nts on a d i r e c t b a s i s . 

3 Yes, s i r , bu* oe. na7«^ - - on s t u ' - - -

sheet 877, pe.c- 3, ycu check rcut-^e a--', r" t* • 

ALDERSON REPORTING COMPANY, INC, 
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t 

h ipped 

reason f o r t he d i v e r s i o n . I t h o u g h t you t o l d me t h a t 

you were assuming t h a t t h e r € would be a c o n t r a c * . 

A ! io . I ' m assuming s i n a l l i n e r a t e m a k i n g 

c a p a b i l i t y on t h a t c n e . 

Q Okay. L e t ' s move on to my page 6 . I t ' s s t u d y 

iiioven?nt sheet 898, a movement o f c h e m i c a l • r a f f i c f .>in 

West Lake C h a r l e s t o D e t r o i t , K i c h i g a n t h a t i s sh ipped 

by H e r c u l e s C h e m i c a l . 

Th i s moverrent was o r i g i n a l l y c a l l e d a 100 

pe rcen t d i v e r s i o n , and you a l t e r e d t h e e v a l u a t i o n and 

•nade i t a n c - c h a n g e . 

Can you s t a t e the reason w'-y t h i s woul'? b-̂  a 

i i O - d i a n g e ? 

A T h i s i s a p o r f e c ^ i l l u s t r a t i o n c f wh--- ' was 

t r y i n - , t o g e t t o w i t h the ' • ' i r e s tono t e s t i m o n y . """-̂ 6 

Seuthern P a c i f x c s'^rves two o r i g i n p o i n t s f e r Fercule^. 

Cne i s a t West Lake Charl-^s and th»= o t h e r one i s a , I 

^ . - l i^ -v- -^ , ^ a y p c r t , '!"exa3. 

We engaaed i r c j n t r - ' - t n = g o - i a t i o n s i n 

c o m p e t i t i o n w i t h t he "^ou-^'-re n a c i f i c w i t h ' - 'ercul s . 

Pi i ' zz z z- of mcnt ' . . •- ' i n - i l l y 1 - -

M'^rcules t r a f f i c to the Southe.^ti Pacific becau -• y 

were able to anqage in a contract from a point a- which 

we had no car .,i 1 ity to c""i r e- f- . 

T h e r e f o r e , a l l o f H-^rcules t r a i . . - i c h^s en 
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l o s t t o u s . I t w i l l n o t be r e c o v e r e d , and t h e r e f c r e T 

d i d n ' t f e e l l i k e we s h o u l d take a d i v e r s i o n on s o m e t h i n g 

t h a t ' s a l r e a d y been l o s t . 

Q Okay. So t h i s i s a ne-chanae because i t was 

d i v e r t e d as a r e s i l t o f someth ing t h a t d o e s n ' t have 

a n y t h i n g t o do w i t h t h e merg=»r. 

A That c o r r e c t . 

3 And y o u ' v e a l r e a d y l o s t i t . Okay. I d i d 

u n d e r s t a n d t h a t , j 

And t h a t r e a s o n i n g a p p l i e d *o a l l of the 

H e r c u l e s Chemical t r a f f i c i n y-iur e v a l u a t i o n ? 

A Y e s , s i r . 

3 , ^ ^ T u r n i n a t o the n e x t page, stu'^y mcv.= nier.t shee t 

976 , s h l B w l n t by O l i n C o r p o r a - i o n t l i s t i i . ; e , 

p r e d i v e r s i o n r o u t e o f 

KCS-Kansas C i - y - Eu r l i n a t o n - ^ o r the r .i-Ch i cag o-CSX . Th is 

sh ipmen t was o r i g i n a l l y judged to be a no-change w i t h 

t he r?ason A checked , present r c j t e no-*- a f f e e t a l y 

:z' posed a p p l i c a t i o n . 

Can you e x p l a i n t h e reasonie.e ^ " th--> 

o r i g i n a l , -ho n c - - h a m c e v i l u a t i c ^ " 

A I den ' t i - l i - , - . . 

i n i t i a l e v a l u a t o r i n s c .-''-•' t ney -ei:^' t 

p a r t i c u l a r i n d i c a t i o n . I ' -.v to presume ^-leat i -

t h e i r o p i n i o n t h a t wc would have s j ' . e t mark^ .̂ 
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o f cur own t o r e t a i n t h e movement. 

Q I see. How does the reason routes and rates 

that you check here suppcrt your judam-^nt that this is 

going to be a ''CS lossi^ 

A The d e s t i n a t i o n o n the B a l t i m o r e & Ohio 

R a i l r o a d , t h e PtO. The p r e s e n t r o u t e u + i l i z e d i s a 

t h r e e - p a r t y r o u t e * KCS, BN, C h i c a g o , ? £ 0 . ^ ^ A t h ^ ^ 

Santa Fe and SF merge, you w i l l have a s i nq l e ^ T ^ t e F ^ 

r o u t ? t o C h i c a a o . 

We are c o n s t a n t l y f i n d i n g ie t h i s day o f 

d e r e g u l a t i o n t h a t because c f our i n a b i l i t y -c have 

s i n g l ? l i n e r o u t i n e t c some o f t hese o- i taways , such as 

Chicavo and S t . L o u i s , we need t o work w i - h an 

i n t er T! e d i a t e c a r r i e r , and t h ^ revenue r e q u i r e m e n t s f 

t h d t i n t e r m e d i i t e c a r r i e r a r e n o t such t h a - -Ln^y w i l l 

j o i n us i n th<=se r o u t e s to meet s i n g l e l i n e r a - e s . 

.1 So i n - -> f fec t , y o u ' v e been h a v i n g d i v i s i o n ; " 

t o t h wa 7 problems when you c a n ' ^ 

what y c u ' r ? s ay ina? 

A I wcu . lde ' t '-.ay i t ' s a d i v i s i c n s r r o l l e m . '-.'e 

have a p r o l 1< - * -• t - h - z i n a l l i : 

maKc i r a t ? to . t eway * ^ l e s s e r - , in wh^- ; 

can make w i t h a conneer t ing c a r r i e | 

3 Okay. Would you say th - - ' • ' ce n u - -

l i s t e d i s -J L - . t t e r s e r v i c e r e u t e than the r . . y which 

ALDERSON REPORTING COMPANY, INC. 
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t h e sh ipment nove i i n 1982? 

A I d c n ' t b < ^ l i t v e i t i s . 

Q W e l l , i t does a v o i d one e x t r a r a i l r o a d -and t h e 

e x t r a i n t e r c h a n g e a t Kan.sas C i t y , d c e s n ' t i t ? 

A I t a v o i d s i t , but I d o n ' t b e l i e v e t h a t the 

t i m e i n t r a n s i t would bear up . They may be c o m p a r a b l e . 

We may have a s l i g h t a d v a n t a g e . But as f a r as t h ^ t ime 

e l e m a n t , t h e r e may Le s i x t o e i g h t , maybe 12 hour s 

d i f f e r e n c e i n the t ime f rames o f d e l i v e r y . 

3 Did you c o n s i d e r the f a c t t h a t a KCS ccvered 

hopper car was used on t h i s Tover*^-nt? 

A I t came i n t c g u f - s t i o n as i n a l l e v a l u a t i e n s 

b u t i t vz-z:n't g i " ? n r u c h i m p o r t a n c e . 

3 Was your assumpt ion h e r e , t o e , t^ 'at - • - r"ad 

s y s f m would s u b s t i t u t e on cf i t s cove red hopper f-ers 

. f o r t h e KCS covered hopper c^r and 1 i \ / e r t the t r a ' ^ ^ i c ? 

A I see no reason why they w o u l d n ' t . And yes , 

t h ' - t - s t h e d ' ^ c l s i o n , t h a t t h e y wo ' i l -^e ' t eur 

equ ipmen t , t h e y ' d use t h e i r s . 

3 Al r i g h t . T u r n i n g t o s t u . y TO v^-- - r - s 

99 1 , a PPG In-^us t r i . - " • 

et.-^rton. Chic, d in 1982 Y . ;- r-ity-ice; ficV. 

down t h e S t . L o u i s G ^ t » w a y - C o i i r a i l . '̂'ou d i v e r t e d t h i s 

ca r away f r e " -he S t . Lou i s Gateway and t h r o u g h t h -

S t r <=a t tew?./ . 
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T h i s d i v e r s i c n g i v e s C o n r a i l a l ower d i v i s i o n 

t c P a r b e r t o n , ' ^ h i o , d o e s n ' t i - ? 

A Yes , i t does . 

0 For that , reason. , w o u l d n ' t C o n r a i l use i t s 

i n f l u ? n c e as t h e d e s t i n a t i o n c a r r i e r t o t r y t o weep t h i s 

t r a f f i c moving o v e r t h e S t . L o u i s Gateway? 

A T h i s i s a t ank c a r , and on tank ca r c a r l o a d 

t r a f f i c , C o n r a i l has y e t t o onaage i n na tevay r o u t i n g 

r e s t r i c t i o n s f o r s o u t h w e s t e r n t r a f f i c . They a l l o w open 

r o u t i n g ever - - n o t open r o u t i n g , bu t r o u t i n e over St . 

Lou i s o r C h i c a g o . 

3 Yes , s i r . I ' m n o t t a l k i n g about c l o r i n n th^ 

S t r e a t e r r o u t e or no t a g r e e i n g to j o i n t r a t e s ov<^r 

t h a t . I ' m j u s t t a l k i n a about s o l i c i t i n g t h e s h i p r e r . 

W o u l d n ' t C o n r a i l us-- i t i n f . u ' f - c • 

d e s t i n a t i o n c a r r i e r t o t r y to keep th-- S t . L c u i s "ateway 

r o u t i a a f o r t h i s PPG shipment? 

A I wculd presume th -̂̂ y w o u l d . "h^- shipment i s 

p r ^ ' p a i d , 3c i t i n i i c i - . ; t o nro the r o e - i m i s w i t h t h ; 

s h i p p e r , n o t the recc^-iver. 

'e 3 e i a h - . -n t h i . ' h i p p e r 

r .sc c l V -.r - .- the a .Tie comp i ny . .' • ' . , ' ? 

I t ' s PPG, but i t ' s a c t u a l l y r - --vf - by anothe 

r e c e i v e r o t h e r than PPG. "Z ' ' a t h i r d pa- l l i n a 

type 'raipment. 
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a I n any .-:vent, you d o n ' t t h i n k t h a t C o n r a i l ' s 

i n f l u e n c e as the d e s t i r a t i o r c a r r i e r here and i t ' s 

d e 3 i r 3 t o us--̂  -h? S t . Louis Gateway i s l o i n q t o be l^ 

c u f i c i e n t t c enab le KCS t o r e t a i n t h i s T. .ve . Js t h a t 

r i g h t ? 

A W e l l , I d o n ' t t h i n k the o p t i o n i s f o r 

r e t a i n n e n t by x c S , because we a g a i n have r u n i n t o a 

s i t u a t i o n where w? ne&d an i n t e r m e d i a t e c a r r i e r . And 

t h e o p t i o n , more than l i k e l y ' ^r C o n r a i l , i s t o s o l i c i t 

f o r C o t t o n P e l t over S t . L o u i s or San-:i Fe over 

Chicag o . 

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

s o l i c i t a t i o n by C o n r a i l over S t . L o u i - t e r KCS's 

u c c eu A t. 99/1999-
Q W e l l , you mentioned the o p t i o n o f s o l i c i t i n g 

f o r C o t t o n P e l t ov.-: . t . L o u i s , bu- t h t t r c u t e ' s a t o a t e 

t h a t i - a v a i l a b l e bef-^re t h e i . e r g e r . The merger 

w o u l d n ' t have a n y t h i n o t o do w i t h .he sh ipment shi^t:;-i-J 

t o t h a t r o u t e . 
I s n ' t t h a t r i g h - ? 

A T h e n e r g ^ T ; 

th.-y d c a ' t hav.̂ - t o d a y , the a b i l i t y t c . j f f t . r 

9m »_ 
a l t t r n - ^ t l v a r o u t i n g v i a C h i c a i e a n i S t . L o u i ^ ^ K t i o r 

we were i n head-up c o m p e t i t i o n w i - h t 

•k 

a t o a t e 

m 

t r. 

B e l t 0 "twe La and S t . L o u i s . 
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Granted, we bad t o use the i n t e rmed ia t e 

c a r r i e r , and there may be a p o i n t i n time when we would 

have t o forego t h a t bu.-inoss i f the Cotton F e l t put in 

routes over St. Louis and generated cheaper charges than 

wh^'t rfe would be a s i n g . 

But by o f f e r i n g a con t rac t over Chicaao, 

having the a d r ' i t i o n a l c a p a b i l i t y of o f f e r i n g a con t r ac t 

over Chicago, we get i n t o a s i t u a t i o n where KCS would be 

excluded from the a b i l i ' y c mak= an eaual c c n t r a c t . 

3 W e l l , s i r , my problem i s t ha t i f t h i s mo\ e i s 

going tc d i v e r t , i t st.-€ms t c me th='t thp rcu te tha t i t ' s 

j c i n i t o diver to i s going to be 
^^^^^ 

SPSF-St. L o u i s - C o n r a i l . Tha t ' s a l o t more e f i c i . - n t ^ m m 

r o u t e . And i t w c i l d be a l o g i c a l rou-e t h a t the shipper 

wculd use, ra ther than s h i f t i n g the g2te«-..j f r o ^ '-^ast 

S t . Louis to S t r e a t o r , d o n ' t ycu t h i n k ? 

A Not n e c e s s a r i l y . I f I were the Santa Fe ani I 

had a long haul route en a shipment 3* prcduc----' f3 ,000 

worth of revenue, I would very s i n c e r e l y look at ur in? 

try long haul r o u t - i n t c ' 'hicaac to get the b e n e f i t of 
thcs^ higher per-s^r char • - a < e a 

o f f e r i n g the shipper seme kind of an i n c e n t i v e to use 

t h a t gateway inc taad o f •<- shor t haul S t . Louis Ca-eway. 

The d i v i s i o n a l break fo r the Sa a F 

g rea t e r over Chicaao than ever S t . Lou i s , as you have 
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already sai d. .. ̂  . . . 

3 Ckay. L e t ' s go t o the next sheet , then , 

SI 'S-7j9, the movetent by "xxon Chemical f rom Paton 

Rouge, Louis iana t o Los Angeles, routed 

KCS-Dallas-Santa Fe. 

You have d i v e r t e d t h i s movement te a rou te of 

KCS-New Crleans-SPSF. YY f i r s t ques t ion i s , does KCS 

serv? Fxxoa Chemical? 

A We serve one side of i t . The ICG serves the 

other s i d e . And i t ' s cpen to r e c i p r o c a l s w i t c h i n g tc 

the Mis sou r i P a c i t i c . 

0 Why would Fxxon Chemical shor t haul i t s c e l r i n 

r a i l r o a d , the fCS 100 percent of the time? 

A We g e - I r t n a n o t h e r \ - t < - n n f w>-'^^ " r a i l 

markating market power. hive tc r-'=>l-'', i . . ' M E 

particular case, en the Santa Fe for our rout-^ to get 

this to Los Anaeles. We wculd have a route with the 

Southarn Pacific over Shreveport, T believe, and 

possibly Beaumont, T<=xas. '9^^^^^'^m999 

Rut we've a lso uncounted Southern P a c i f i c 

rcut"^ clcsinoE tc us i n - - f o r t h i s p a r - i c v . l a - * ' . . 

t ha t w i l l pr^e-lude us from using Shreveport or 

Beaumont. They ' re now t e l l i n g us we have to use Wew 

Orleans d«s the gateway f e r a l l Southern P a c i f i c 

t r a f f i c . 

ALDERSON REPORTING COMPANY, INC. 
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So t h a t means f o r ' u s to aet our long h a u l , we 

have t o use the Santa Fel Once the merger comes abcut , 

the Santa Fe i s g o i m t o , T w->uld oresum?, adept th^ 

same route r e s t r i c t i o n tha t the Southern P a c i f i c has, 

and l i m i t us to moving o i r t r a f f i c v i a Nsw Orleans . 

g W e l l , why KCS agree t o a r c u t e v i a New Orleans 

whan i t hal th? longer haul route a v a i l a b l e ? 

A We w o u l d n ' t hav- anj o p t i o n . We would be 

e i t he r t ak ing the New Crleans route or none a t a l l . 

^9 
ALDERSON REPORTING COMPANY, INC. 
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3 Th is i s t r a f f i c , s i r , coTiine f r o m a KCS-serv--d 

f a c i l i t y , Fxxcn ' " h e m i c a l . I t ' s KCS t r a f f r r . Y c u ' r e " '^^P 

d e l i v e r i n a the t r a f f i c to u s . 

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

Q O b v i o u s l y , t h e new merged system i s a o i n g to 

want t o handle th? t r a f f i c and ae t some revenue f c r 

h a n d l i n g i t over some rou«-e or a n o t h e r . I f yeu d o n ' t 

want t c g i v e i t t o us a t K-w ' ' r l e a n s and ycu t e l l us we 

s h o u l l t ake i t a t some oth-^r j u n c t i o n , d o n ' t we h i v e to 

agree t o y'ou, -i s r a t i o n - ' ' bus inessmen , J o n ' t we h-vp t o 

agree w i t h you t o hand le i t by t h a t o t h e r j u n c t i o n i n 

order t o mase any money at a l l on t h e move? 

A A g a i n , i t ge t s t o who has the r e s t market 

power. I f y c ' i ' ^ ^ ^ s i t t i n g t h e r e i n th? c ^ ^ ^ ^ ^ ^ ^ a t an'-' 

say ing KCS i s e l t i . ar g c i n g t o h.ave t o m ^ ^ ^ ^ ^ ^ ^ B i a us 

or t hey w o n ' t hav? t he movement, an-1 we have o t h e r 

p l a s t i c s mpyem^.jfttgi,* p l a s t i c s p r o d u c e r s t h a t can s h i p t h e 

same c o m n o i ^ ^ ^ ^ ^ ^ ^ B i s d e s - i n a t i c n and we s«- rv - -^^-^ 

d i r e c t l y , KCf :e i c i n g t o have t o j o - n w i t h us e-/.-r 

Or l eans c r lo .s - t h e 'nov-ment. 

^Hg^iml lp td , v e r y l i k e l y , w-s -can work w i t h cne e f 

-•-w 

- f * V . , s h i p p e r s t o d isp l .ace t h a t !?overer. 

t o work w i t h us on New O r e l a n s . 

C So that's your rationale ni-r<- . ^v^p 

0 2: 

: e n • 

such on 

t h i s T. ove KCS has or may have power comE;.;ir to 
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Santa ?e, i t c - r t a i n l y has more i n f l u e n c e w i t h the 

s h i p p e r t han Santa Fe does . 

A I w o n ' t disagree- w i t h t h a t . We have marked on 

t h e r e number D, or I mean l e t t e r D and l e t t e r C, which 

says r a t e s an', r o u t e s a n i l o n g h a u l , s i n g l e l i n e r o t ? . 

Now, t h a t l o n g h a u l , s i n g l e l i n e r o u t e means l o n g -^aul 

f r o m t h e gateway o r f r o m t h e j u n c t i o n p o i n t o f New 

Orleans. 9 9 9 f / ( / f l ^ 

A I S O , a n o t h e r p l a y e r i n t h i s aame i s g o i n g t o 

m be Exxon w h i c h , o f c o u r s e , i s a v e r y l a r g e and 

i n f l u e n t i a l s h i p p e r . Would not Exxon i t s e l f make sul 

t h a t D a l l a s r o u t i n g s t a y s i n p l ace so i t c o u l d r o u t e i 1 | | | | | § | | | | 

t r a f f i c t h i s way and g i v e a r easonab ly l o n g h a u l t o -its 

c r i a i . a - s e r v i n g r a i l r o a d ? 

A I t ' s been my exper i - rnse t h a t Ex.v:-^ ^ r^T. - r^ ' t 1 1 t 

harranftueg. u 

l l o S ^ f f l 
i n v o l v e d i n these t ypes of ha r t an f lues un le s s i t d i r e c t l y 

'^^'^ ' -ammmm. 
i m p a c t s t h e m . Now, =^yxcn a I so ' B l a T ^ l p l as t i es a t 

Faytown f a c i l i t y or ^ a y p o r t f a c i l i t y , and r i f - ^ ; - ! than 

g e t i n v o l v e d w i t h t h a t t y r e o f a s i t u a t i o n , j - t ^ ' s v^ery 

l i k e l y they c c u l d j u s t r j w i ' ch tn? sv--^! 

c a y t e w r i . US 

,T ?y s h a c k i n g s e r v i c e as t b ^ reasen f o r th*-̂  

d i v e r s i o n her--', a r e you s -"" - - t h a t ^ - - t i p p e r would 

r e c e i v e b e t t e r s e r v i c e v i a th--^ r o u t e t h a t you chose , 

\CS-New O r l ?ans-SPSF, than i t r e c e v i e s v i a 

ALDERSON REPORTING JOMPANY, INC. 

20 F ST., N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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KCS-Di l i a s - S a n t a Fe today? 

A I ' m no t s u r e why the s e r v i c e was c h e c k e d . 

Excuse me a minute- . L e t m^ r e f e r t o the o r i a i n a l . I t 

l o o k s l i k e i t was checked by t h e p r i m a r y ? v a l u a t o r , aad 

I d i d n ' t q u e s t i o n i t . I d o n ' t t h i n k t h a t s e r v i c e - -

t h e r e ' s a b i g s e r v i c e d i f f a r e n t i a l i n t h i s c a r ? , s i n e ? 

i t ' s non-TOFC t y p e e q u i p m e n t . 

So you would hand le i l i n your g e n e r a l 

m a n i f e s t t r a i n s and so would w^. 

0 The nex t move on the shee t i s s t u d y movement 

sheot 1U79, ?1obil O i l C o r p o r a t i o n , ch-_-mj.cal s h i p m e n t , 

r o u t e d KCS-Kansas C i t y - S a n t a Fe i n 19^-2. 

T h i s i s one o f 25 movements i n your s t u d y f r o m 

VW99f^ 
' o b i l O i l C o r p o r a t i o n movii. 7 from Chaison t o Los 

Angeles. A l l 25 mcvements seem t o have be^n d i v e r t e i a t 

100 p a r c e n t . Does t h a t sound about r i a h t t o yea, " r . 

Plot? 

A Yes, s i r . 

Now, ' . 'oesn ' t thtr f a c t t h a t t he < C S c o u l d 

i n ^ W i n c e Y o b i l t o r o u t e t h i s t r a f f i c s e v e r a l hundred 

;nil.^-s cu t of l i n e , movina i t f r " ' -z ' ""axas Gulf 

s t r a i g h t n o r t h t o Kansa.£i C i t v b e f c r ? a i v i n a i t t e Santa 

Fe to haul b a c k ^ s o a ^ ^ w ! ^ t c Los Ange les , d o f s n ' t t ] 

f a c t i n d i c a t e t h a t KCS has a l o t o f in-^luence on 

r o u t i n e of t h i s t r a f f i c of M o b i l O i l C o r p . . ..:n? 

ALDERSON REPORTING COMOANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 62S-9300 
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•• ̂̂^̂̂̂^ 

A Given t h e c o n d i t i o n s t h a t p r e v a i l e d a t t h e 

time of the movement, yes. •999990^^ 

3 W o u l d n ' t K o b i l want t o r e t a i n i t s r a i l c h o i c e 

by u s i n g t h e KCS r o u t e f o r some o f i t s sh^pirents? 

A I would t h i n k , as r a t i o n a l bus ines smen , where 

t h e y nad a c h o i c e t h a t y i e l d e d them the same r e s u l t s , 

y e s , t h e y would 

3 Would you expec t M o b i l e , l i k e F i r e s t o n e 

C i t i e s S e r v i c e t h a t we d i s c u s s e d e a r l i e r , would c o n t i n u e 

a f t e r the merger t o g i v e KCS, t o r o u t e some o f i t s 

t r a f f i c v i a t he KCS so t h a t i t has - - so t h a t i t ' s usi" .g 

b o t h r a i l r o a d s and i t Keeps b c t h o p t i o n s open to 

i t s e l f ? 

A 

w e ' r e assuming th? same t h i n g happens as h^s happened 

w i - h t h e Sou the rn P a c i f i c as I a l l u d e d -o w i t h ea ten 

R o u t s , the c l o s i n g down o*̂  the gateways t o the l o n g h a u l 

r o u t e s . 

Chaison can be reached by the Sou the rn F a c i f i c 

on a l i r e c t s e r v i c e b a s i s . I see no reason f e r •-.he 

Santa Fe , a i - e g « = r , - i : w i l l wee- -c 

eon t i n ue any open r o u t e s w i t h t h e KCS. And th-^ South:^rn 

P a c i f i c would s i m p l y handl-;^ thf- b u s i n - s s w i t h o u t any 

a l t e r n a t i v e t o the KCS. 

3 So a a a i n , h e r e , y o u ' r e assuming t ; 

A f t e r t h e merger , on t h i s p a r t i c u J a r sh ipment 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W, WASHINGTON, D.C. 20001 (202) 628-9300 mm 
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merg?l system w i l l c l o s e t h e routfe? 

A I ' m assuming t h e r e w i l l be • d i s p a r i t y c r e a t e d 

between KCS and th<» SP by some mechanism where i t c e u l d 

be a c r e a t i o n c f a d i f f e r e n t i a l i n the r a t e s , a c l o s i n g 

o f th? r o u * e , t h d o w n g r a d i n g of s e r v i c e w i t h KCS, a l l 

a re p o s s i b l e op t io .Ts i 

3 W o u l d n ' t ' ^ c b i l G i l have enough i n f l u e n c e t o 

persuade SPSF t o keep t h i s r o u t e open? 

A So , I t h i n k on the r e v e r s e , t hey w';'uld have 

l i t t l i n f l u e n c e because of the number of p laces a t whc h 

th^-y r e q u i r e s e r v i c e f r o m the Santa Fe/SP sys-eir,. Hotn 

s i n g l y today and when the two become merged, t h e r e w i l l 

be an even g r e a t e r c o n c e n t r a t i o n o f s e r v i c e by th.=> Santa 

Fe/SP at thos ' - p o i n t s , some o f which are I c c a l . 

3 T u r n i n ; t o t h e - • x - eag;- . s . r , SYS-I'^C? i s 

ano th? r " o b i l o n C o r p o r a t i o n movf' f r c m C n a i s o n , Texas , . 

t h i s t i m e to r h i - a g o , I l l i n o i s , r o u t e d 

•--CS-Kinsas Citv-Sant a Fe. ' 9 ^ 9 

T h i s move was o r i a i n a l l y d e t e r m i n e d -o be a 

KCS l o s s , and then cham?- ' t o a non d i v - r s i o n . Why d i d 

ycu c 1 ^ n g 11 '. e • - v . 1 u a - i o n ? 

A Because the r e c e i v e r i s the r o u t e r c* 

t r a f f i c . And a f t e r q u e s t i o n i r a t he p e c p l - -^h-- '^-'"e t he 

i n i t i a l e v a l u a t i o n , they c o u l d n ' t sen - up w i t h enough 

i n f o r n a t i o n t o c o n v i n c e m̂ -' o f what the r o u t i n e r r: - . s 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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or the impact would be upon t h a t p a r t i c u l a r r e c e i v e r 

T h e r e f o r e , I s a i i w= w o n ' t t a k e t h a t r̂ s a 

d i v e r s i o n . 

0 I see . And t h a t ' s what you meant when ycu 

s a i d t h a t t h i s move i s not a f f e c t e d by th<^ proposed 

t r a n s a c t i o n ' 

A That was j u s t more or l ^ s s o f u g ? n ? r a l 

c a t e g o r y to i n d i c a t e t h a t i t was not a l o s t movement t o 

3 O^ay. L e t ' s go t o t h e nex t p s g ^ , t h e n . Page 

171U. We have a c h e m i c a l sh ipment a g a i n , t h i s t i m e fro-ri 

Texaco . I t h i n k we 've h i t a lmos t a l l the m n j o r s h i p p e r s 

down ther'=>, r o u t e d i n 1982, KCS-Kan-as C i t y - I C G . 

You d i v ? r t e l t h i s movement f o r a reason you 

l i s t i n d e r G; t h a t Texaco s u p p o r t s raorger. it ba t d i d you 

mean •> y t h i s r '^asoi\ . 

A Excuse -nf ' n i r u - . ^ . Tb-. - was k i n d O'T a 

•econd ary comm.-nt t o i n d i c a t e t h a t s i n c e we had 

i n d i c a t e d rat-.-..; ind r c u t e s were our p r imary - - and lona 

h a u l wore our p r i m a r y r ea sons , th .•<aco has s u p p c r - e d 

t ; : To/So - , t u ra 1 

t h a t t h e r e would be one more reason f o r is t o »xp<--ct we 

w o u l d n ' t r e - e i v e any p a r t i c i p a t i o n i n t h : - - - - f f i c . 

3 Ai-e you aware t h a t ovet J30 shirD=>rs s u p f c r -

th--^ n-a F^/'-f-iu - h er n .^-'aci^ic merger? 

y C L . Vt i l a 

mmm 
mm 

r ALDERSON REPORTING COMPANY, INC. 

20 F ST., N W., WASHINGTON, D C 2000! (202) 628-9300 



mm 

9 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

76 08 

A I know t h e r e ' s a g r e a t d e a l ; y e s . 

3 Do you t h i n k t h a t a l l o f t hese s h i p p e r s w i l l 

d i v e r t a l l o f t h e i r b u s i n e s s t o t h e SPSF system whenever 

i t ' s r e a s o n a b l y p o s s i b l e t o do so? 

A With e v ? r v . h i n g being e q u a l , I'm sure a l o t o^ 

those s h i p p e r s w i l l t r y to maintain some compet i t ive 

o p t i o n s . ^^^^^^|jMjM||^ 

3 Okay. And would not Texaco also want to try 

to maintain sere competitive options and use KCS cn some 

of j.ts shipn?nts? ^g^^^jiu^^g^i^ 

mmm 
A I t ' s v e r y P ^ m ^ ^ m ^ m However , KCS p a r t i c i p at s 

i n o t h e r Texaco t r a f f i c t o d a y , where t he Santa Fo/SF 

merger wou ld no t h i n d e r our a l i l i t y t c compete , and 

Texaco may j u s t t h i n k , w e l l , t h a t ' s enough i o r KCS. 

3 I t ' s f t l s o p o s s i b l e , i s n ' t i t , t h a t bec^u.--

p a r t i c i p a t e s i n o t h e r Texaco t r a f f i c , t h a t KCS and 

""..xaco have a b e t t e r r e l a t i o n s h i p perhaps *' e SFSF and 

""exaco would have , so t h a t i t would be e a s i e r f o r - o 

w r i t e a c o n t r a c t w i t h Texaco and l i n k these movc-^.- ts 

toa ' - ' taer and t h ? r ? b y snable^ i t s e l f t o r e t . a i n tho 

bus in? ss ? ' ' 

A No, I d o n ' ' i agree t o t h a t , t'^^cause one ' - - h e 

major nove.nenes t h a t Texaco has i s out t o W i l m i n g t o n , 

C a l i f o r n i a . And I d o n ' t t h i n k we v c u l d be a b l e t o w r i t e 

a c o n t r a c t on t h a t . 
AIDERSON REPORTING COMPANY INC. 

20 F ST., N.W, WASHINGTON, D.C. 2C001 (202) 628-9300 
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> m-ui.i-̂̂ m̂mm̂ m̂k&. 

L^^VIed 

We o n l y have access t o one o r two g a t e w a y s , t c 

one gateway wh^^re t h e San-a ^ n / s v w i l l have access t o 

many rrere gateways and o t h e r c o n n e c t i n g p o i n t s . So I 

t h i n k Texaco w o u l i w r i t e a c o n t r a c t w i t h t h e S? /Santa Fe 

b e f o r ? t hey would w i t h u s , 

0 Do you know wny Texaco i s s u p p o r t i n g t h e 

mergar ? 

A I b e l i e v e I read t | | | | | | | |^*Ti"t»^^^ but I ' m not 

sure a s t o how i t r e a d s . I t h i n k i t was somewhat alon ; 

t h e i i i p r o v e d ef f i c ' ^^ncies 

Q * ' r . C l o t h , we i ^ ^ ^ V I e d over 6 0 Texi 

s h i p i i ? n t d i v e r s i o n s i n your sampl*^. Was T e x a c o ' s . 

suppor t o f t h e merger one o f t h e d i v e r s i o n reasons f c r 

a l l 6 0 e t h o s e e v a l u a t i o n s ? 

A I c a n ' t t e l l you un l e s s we ao t h r o u g h them 

i n d i v i d u a l l y . I don^j||^^|| | |^li eve i t was. I t ' s p r o b a b l y 

l i s t ? i on most o*" them 'because t h a t was someth ing t h a t 

our peop l e t h o u g h t was i m p o r t a n t t o n o t e . 

I t c c u l i be t h a t t h e maker of t ; • , , ; er 

g a i n o r no g a i n where e v e r y t h i r - ' - ; - i - '1 - -

3 So • r ' !r,e c f ' - ' 

p o i n t t h a t caused " ^ u t o ao ahead an'i c i l I -1.» mo'/erae-!» 

a whole l o s s was t h e f s c t t h a t Texaco supper ' *' -

merger . I s t h ? t wh.-'t y o u ' r e ' i a y i m ? 

A Ne, ao. I ' m s a y i n g t h e r ^ c o u l d • on 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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t h a t a rose whe ' - ' , i f we h^d th*. d e c i s i c n would i t t e s 

whoi? c a r l o a d g a i n or a whole c a r l o a d l o s s , and because 

Texaco support^^d t h e m e r g e r , t h a t v e r y ws 11 c o u l d hav.' 

been a p i v o t a l p o i n t or p i v o t a l i s s u e . 

3 Okay. L e t ' s t u r n i h e page t o No. 1248. Here 

i s a n o t h e r c h e m i c a l movement whore Texaco i s t h e 

c o n s i g n e e . I t moved i n 1982 ConRa i l - C n i c a o - C t NW-Ka n sa s 

C i t y - K C S . You d i v e r t e d i t t c Con R a i l - S t r e a t o r - S P f F . 

One o f y o u r reasons here i s t h a t Texaco , as 

the c o n s i g n e e , s u p p o r t s the mi^rger an i t h i t ' s g o i n g to 

h e l p cause t h i s d i ve r s i o n 

Was the cons ignee c o n t r o l l i n g the r c u - : . - ; on 

t h i s t r a f f i c ? 

-xcuse mc w h i l e I aet- i-h." e r - i a i n a l . 

H e r e ' s one where you may want t o look a t th'^ 

A 

3 

w s y b i l 1 , 

(Pause . ) 

A Mo-f, t h i s was prr--pain, ro i t l o ; . ^ ;ke t he 

sh tpm. 'n ts were pa id by Fxxcn ^nd routwtJ t Y Exxon . 

Q How would Texaco, as t h - ^- -»^r,-,f. - <s 

m o v ^ n - n t , hav-- more i n ^ l u -

as t'l-1 s h i p p e r ? ^ ^ ^ ^ ^ 

A T d o n ' t t h i n k t n ^ ^ ^ ' h t p a r t i c u l a r ce • , as 

pu t down by the e v a l u a t o r : , - ' ; f a c t 

t c w, . r o r no t wo t h i s e v-i l u a t i o n 

k t fv l^XT'C 

ALCERSON 'REPORTING COMPANY, INC. 
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Q Okay. So the dec id ing f a c t o r h^-re i s probably 

the rou tes and r a t e s r<=asons? 

A Ro'ite and r a t « s and the long haul a g a i n . 

Q Now, t h i s movement was o r i g i n a l l y evaluated as 

a no change. B»it the re was no reason cht>cked to support 

t h a t . 

What was t^? reason f o r the o r i g i n a l no change 

evalua t i o n " 

HR. DREILINGi Which are you on? 

SR. WILSCNi 12i4y. 

NR. DREILINGi I ' ' o n ' t see no change. 

f R . WILSCNi I t was o r i g i n a l l y evaluated nc 

Chang?, and t h a t ' s beer parked o f f . 

"•HE WI-NFSSi I hav-c no idea as - v'-- - M t 

wasn't marked number A. T t h i n k u sua l ly A was marked 

when the re was no change and i n d i c a t e d en the f i r s t 

^^^^ i^i^^ 

mm^m 

mmm 

rou nd. 

BY i'̂ R. WILSON » (Fesumina) 

3 Doesn't th? f a c t that KCS act i t s Kansas C i ty 

p.aul on t h i s meve.ment in.:ira-e- th * • -'.s qu i t e a b i t 

of in f I r e n r p over how t h i s -• . 

A Again, v-3 hav© a s i ' u at ion wh-=r. •'; ~'-uthern 

P a c i f i c and th at a given p o i n t , which is 

Por t A r t h u r , T^xas. 

We have another s i t u a t i o n where t f . 

ALDERSON REPORTING COMPANV, INC. 
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w i l l be a b l e , p o s t m e r g e r , a b l e t o o f f e r Tiore gateways 

t h a n t h e KCS can o f f e r . The movement f o r KCS r e q u i r e d 

the use o f an i n t e r m e d i a l c a r r i e r , Cf.NW. A f t e r the 

m e r g e r , Santa Fe/SP w i l l have a s i n g l e l i n e r o u t e f rom 

Chicago and t h a t ' s the j u n c t i o n a t which ConRai l 

i n t e r c h a n g e s t o t h e CSNW, 

I t ' s q o i n g t c be very d i f f i c u l t , i f t h e r e ' s a 

downward p r e s s u r e on t h e r a t e s or any type ot a c o n t r a c t 

o f f e r i n g by the Santa Fe/SP on a m u l t i p l e gateway 

c o n d i t i o n c o n t r a c t , f o r KCS t o compete . 

There i s more g o i n g f o r t h e Santa Fe/SP m^ro'^r 

p a r t n e r s on o f f e r i n g gateway c o n t r a c t s than t h ^ K'̂ S can 

o f f e r , an i w i t h t h a t t y p e o f w e i g h t again.s t i t , I 

c o u l d n ' t see not t a k i n g a d iv>-^ -^ ion . 

3 Okay . So a g a i n h e r e , y o u ' r ^ pega ing your 

d i v e r s i o n on t h e iower r a t e s and c o n t r a c t s t h a t t he SFSF 

would o f f e r to the s h i p p T S ? 

A The e b i l i t y t o o f i e r more d i v e r s e c o n t r a c t s . 

3 Okay. New, s tudy movement sheet 1730. Cn t h e 

n e x t page , a mcvement f rom F o r t . s . r thur , Texas to '-"ock 

-0 i , I l l i n o i s . ' e l y - w ^ x c.-̂  

non d iv e r s i o n s th-ct we found i n your s t u d y . 

Tt was KCS-Kansas C i t y - " i 1 w a u k ? ? , and i t 

s t a y e i t h a t way. Wha t ' s the reason why t h i s i s a 

no-change? 

ALDERSON REPORTING COMPANY, INC. 
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A I would guess i t ' s because t h e i l i l w a u k e e was 

u t i l i z e d , and the f a c t t h a t t h « f i l w a u k e e has s e r v i c e t o 

Rock I s l a n d , I l l i n o i s , p r o b a b l v i s b>-t-er than anyone 

e l s e , and the f a c t t h a t f r o m P o r t A r t h u r to Kansas C i t y , 

t he KCS has a s l i g h t l y more d i r e c t r o u t e t h a n what th? 

>P and Santa Fe would have cc i n t e r c h a n g e w i t h t h e 

H l l w a i k e e , and t h a t t h e r e i r a chance t h a t we wou ld b? 

a b l e t o r e t a i n t h a t t r a f f i c on a c o s t b a s i s method o f 

compet i t i o n . 

3 Okay- Well, now how would you distinguish 

this evaluation from the evaluation twc pages back, the 

SMS-17 1U which yoj diverted to ?.?99i^' 

A Because the r c u t i r g ef the I l l i n o i s C e n t n 

G u l f i s more c i r c u i t o u s v ia Kansas C i t y t ' - - wcu ld be 

v i a ^ h i c a g o and by the f a c t t h a t Santa Fe can r each 

Vermont , I l l i n o i s on a d i r e c t s e r v i c e b a s i s , whereas 

t h e y c a n ' t r ea rh Rock I s l a n d , I l l i n o i s on a d i r e c t 

s e r v i c e b a s i s . 

3 I t h i n k you may have c o n v i n c e d r e on t h a t one , 

s i r . Why d o n ' t we move t c the nex* page? S"S-17F<!4. 

h ~ze i - y ^ t a n c t h - r "̂ ox .icz - • i t ' s 

"rom i KCS l o c a l p o i n t , I t e l i e v e ; P o r t Niches ""pxas. 

I s t h a t a KCS l o c a l p o i n t ? 

A Y e s , i t i s . 

3 Okay. I t ' s r o u t e d '^CS-Shrev ^^ort-LA. Ckay. 

ALDERSON REPORTING C0M;»ANY INC. 
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So KCS-Dallas-Santa Fe i n 1982. And you d i v e r t e d i t to 

KCS-Beauffiont-SFSF. 

This i s a rou te t ha t severe ly sho r t hauls the 

KCS, does i t n t ^ R K f l M R l 

A Yes, i t dees. 

3 How long would the KCS haul be on t h i s 

p o s t d i v e r s i o n route? 

A F i f t e e n or 20 m i l e s . 

3 As jpposed to a severa l hundred mile haul on 

the 1982 run? 

Yes. 

3 Now, now i s KCS l o c a l o r i a i n a reason f o r 

KCS's loss of t h i s b u s i n e s s j ^ H ^ ^ ^ ^ H 

A I t ' s a puzzle^.-) i l , t 6 b . 

.^lHH^: Q I thought i t might be. Ckay, 

Why d o n ' t you th ink . . lat Texaco wouldn ' -

c c n t ^ ^ ^ ^ ^ ^ R o r KCS with long hauls to Del ias coming 

from t h i s l o c a l po in t ? 

A Excuse me a minute . T n?ed to get the 

o r i g i n a l of t h a t . I j u s t thought cf a gues - ion . 

(Pause.) 

I ' m s o r r y . Go ahe?d. 

0 Why wou ldn ' t you t h i n k TtAaco w o u l d n ' t 

cont iaue to f i v o r KCS wi th i t s long haul to Dal las 

coming eut c f t h i s l o c a l point? 

ALDERSON REPORTING COMPANY, INC. 
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A For the same reason i d e n t i f i e d i n New Orleans 

at Eaton Rouge, where we have the same typo of s i t u a t i o n 

e y i s t i n g , the SF r - u t ? c l o s i m s to KCS cn a long haul 

ba b i s . 

Q W e l l , s ince t h i s i n a movement from a KCS 

exc lus ive o r i g i n , c o u l d n ' t .<CS simply r e f u s e to j o i n in 

a rcute c e r EeaMflfi^? ^n<l then i f SFSF wanted te 

handl? the b u ^ S ? f ^ a t a l l , i t would hs: ve to do i t over 

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

A There are very few movements f o r Texaco 

t h a t - - f o r t h i s ?a - . t i cu la r product - - t i i t move to 

other areas t h a t d c n ' t have compe t i t i on w i t h the 

South •> rn P a c i f i c . 

I f we r e f u s e to agree to the Southern 

P a c i f i c ' s reques ts , i t ' s very l i k e l y t h i s t r a f f i c 

w o u l - i i ' t move f o r us at a l l . '^hets ar^ other -^reducers 

of the same commodity at other Texaco f a c i l i t i e s tha t we 

don ' t serve. And the t r a n s i t i o n could be ; i " p l y tc move 

from tha t f a c i i - L t y . 

So I t h ink i n order f o r us te h a n ' l - a n y t h i n a , 

w ' 10im te have to cap i tu l . -» te to a n y t b i n - ' ' - '.h^ 

Southern P a c i f i c would requ<^st . 

Nr . Wi l son , we're t a l k i n g abcut market rewc-r 

i n a na rke t ing sense. 

3 You d o n ' t seem to have much confidence i r yeu c 
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own s a l e s m a n s h i p i t seems. 

A I t ' s no t s a l e s m a n s h i p . 

3 W e ' l l move t o the nex t paae. ~ys -9U8 . 

Ano the r c h e m i c a l t r a f f i c move f r o m PPG I n d u s t r i e s , 

V e s t l a k e , L o u i s i a n a t o G r e e l e y , C o l o r a d o , r o u t e d i n 1982 

KCS-Kansas C i t y - U P . 

T n i s move i s a n o n d i v e r s i o n , and the r eason 

l i s t ? ! i n t h e l o w e r l e f t - h a n d s i d e of the pane i s 

movement wou ld have be*.n d i v e r t e d , account UP-?fF-WF 

system m e r g e r . 

Could you e x n l a i n what you meant by t h a t ? 

A W e l l , under the t r a f f i c pa rame te r s tha-*. we had 

f o r t h e UP merge r , and I 'm not s u r e , b u ^ ^ L t h i n K one of 

the i n d i v i d u a l s t h a t were e v a l u a t i n g t h i ^ H « | | t h i s 

p a r t i c u l a r sh ipment c - c t u a l l y came up - - we e v a l u a t e d i t 

as a l o s s t o t he s y s t e n or as a no -change . I d o n ' t 

r e c a l l w h i c h , b u t i n any e v e n t , i t would have been 

e v s l a a t e d i n t h e Onion P a c i f i c merger as d i r e c t l y 

r e l a t e d t o --hvi movement w i t h i n t h a t merger g e o a r a p h i c a l 

c o n f i i u r a t i o n . 

H e r e , i t would no t ^ r-

as much as i t would be a f f e c t e d by the UP merge r . 

3 Okay. So your assumpt ion i s KCS would have 

a l r e a d y l o s t t h i s rove t o Union F a c i f l e , so i t w o u l i n ' t 

have i t a v a i l a b l e t o l o s e t o SPSF? 

ALDERSON REPORTING COMPANY, INC. 
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I f t h a t was t h e d e c i s i o n t o l o s e i t . 

Did you assume the f u l l Impart of the *P/UP 

A 

3 Did you assume the f u l l Impar t of the *P/up 

merger would a l ready be i n pl?.ce by -ho t ime the SPSF 

merger i s consummated? 

A Ro. I don ' t t h i n k i t was t h a t as much as 

l o o k i n g a t the long range c o n d i t i o n s :hat would e x i s t . 

Q Okay. But the way you d i d your s tudy, ycu 

f i r s t determined how much t r a f f i c /ou would lose -o the 

?!F/UP merger, and ther i f the car was s t i l l on KCS, you 

decid?d whether or not you would lose i t t o the SPSF 

merger? I s t h a t r i g h t ? 

A No. I t h i n k the way we would probably have 

looked at i s , given the two opt ions or the two mergers, 

who would be the r e s i d u a l c a r r i e r wi th the mcst market 

power and they 'voald be the one to take i t ;fway from 

us . 

3 Ther--* f o W " ^ ~ S a n i n . W e l l , w e ' l l go to the 

no^t page. No. 1126. S?'S-1126 i s a C a r g i l l , I n c . m 

to P i l g r i m I n d u s t r i e s at P i t t s b u r g h , Texas. I t mc\ 

from Kansas T i ty t o P i t t s b u r a h , v i a KCS s ing l e l i n e . 

You judged t h i s mcve to brr uns f fec - - ^ !-v t 

proposed t r a n s a c t i o n . Can you e labora te on ycur reason 

why t h i s i s a no-change? 

A Because the po in t of o r i g i n i s Kansas C j t y , 

f f i s s o a r i , and we have probably the most d i r e c t rou te 

ALDERSON REPORTING COM '̂ANY, INC. 

20 F ST., H.W., WASHINGTON, D.C. 20001 (202) 628-9)00 
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f r o m Kansas C i t y t e P i t t s b u r g h , Texas . The f a c t t h a t 

t h i s j r a i n was not i n t r a n s i t so i t came o u t on a f l a t 

r a t e ant^ t h a t i n d i c a t e s t h ^ t i n th? pas t few y e a r s , f l 

r a t e s have been made mcie on a b a s i s o f c o s t t han 

a n y t h i n g e l s e , so s i n c e w? have t h e s h o r t e s t r o u t e , 

shou ld iidve t h e l o w e s t cos t advantage between the two 

p o i n t s t h a t we s e r v e , t h e r e s h o u l d be no reason f o r us 

t o l o s e i t . 

Q Okay. And you c a l l ' h i s a n o n d i v e r s i o n , 

d e s p i t e t h e f a c t t h a t a Santa Fe covered hopper c a r i s 

used f o r t h i s g r a i n s h i p m e n t ; r i g h t ? 

A T h a t ' s r i g h t , because we have- a l e n t y o f 

c o v e r e d hopper c a r s s i t t i n g around i n Kansas C i t y t h a t 

w e ' d l o v e t o ase f o r t h e m . 

Q T u r n i n g t o t h e nex t page, and w e ' v e f i n a l l y 

l e f t c h e m i c a l s , by the way, i n t he l a s t f e w , and w e ' r e 

i n t o t h e g r a i n e r a - f i c now. Here we have a n o t h e r 

C a r g i l l sh ipment f r o m W i c h i t a , Kansas t o P i t t s b u r a h , 

Texas , r o u t e d YKT Sys tem-Dal las -LCA i n 1982, and ycu 

d i v e r t e d t h i s t o SPSF, d e s p i t e the f a c t t h a t n e i t h - r 

Santa Fe nor Southern F a c i f i c w-is i n -h-- pr edi v - t ' - - . on 

r e u t e . 

Tha t •s 

A Yes, s i r . 

0 D i d you t ake i n t o account i n l o o k i n g a t t h i s 

ALDERSON REPORTING COMPANY, INC. 
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move the f a c t t ha t the o r i g i n r a i l c c a l i n the 

p r e d i v e r s i o n r o u t e , the MKT suppl ied a covered hopper 

A I ' f . not sure whether or not t ha t was taken 

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

3 W e l l , j u s t t h i n k i n g about the f a c t o r o f 

equipment supply , wou ldn ' t the f a c t t h a t the MKT 

suppl ied the car eo C a r g i l l i n f l u e n c e C a r g i l l tc keep 

using the p r e d i v e r s i o n route? 

A Here aga in , you get i n t - j a s i t u a t i o n where 

th ings hav? chan;?d s,nee tha t p o i n t i n t i m e . Tf the 

merger i s accomplished, the Santa Fe/SP w i l l again have 

s ing l? l i n e service^ between o r i g i n and d e s t i n a t i o n . KCS 

must have p a r t i c i p a t i o n w i t h the o r i g i n c a r r i e r , as well , 

as the Katy mi -;t have p a r t i c i p a t i o n wi th us i n 

compet i t ion wi th t h a t s i n g l e l i n e s e r v i c e . 

immHiyirain r? te s t r u c t u r e i n the past three 

years has been coming <^ovn, do^n, dov;n. There i s a 

downward p r i ce on i t , and the cnly su rv ivo r i n t ha t 

p r i ce war, i f T --an c a l " i t a p r ice war, i s the s inale 

l i n e c - r r i ^ r t h a t has d i r e c t se rv ice b<^tween two 

mmj^gm 
p o i n t s . 

W e ^ ^ r i n d i n g more and more instances where 

the KCS cannot compe-e against s i n g l e l i n e systems w i t h 

t h . ' t downward p r i ce m o b i l i t y . 

ALDERSON REPORTING COMPANY, INC. 
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3 Have you n o t i c e d i n the g r a i n p r i c e war t h a t 

you a l l u d e t o , t h a t t h e !*KT g e n e r a l l y has l o w r o r 

lowes t g r a i n r a t e s f o r movements? 

A I know t h e y have a s i g n i f i c a n t number o f lew ^ S s ^ 

c r a i n r a t e s . I i o n ' t know the e x a c t number because the 

o n l y t i m e I would btCome a s s o c i a t e d w i t h them i s when we 

have t o d e a l w i t h t h e m . 

We have a l so f o n n d o u t l a t e l y t h a t we cafi~ 

even compete w i - h t h e i r - - T mean compete c o n n e c t i n g 

w i t h t h e i r l od r a t e s . 

Q Now, you c o n s i d e r e d t h e f a r r ~ T ^ a t Texaco and 

o t h e r sh ippe: . s s i r p p o r t the merger i n making your 

d i v e r s i o n d a c i s i o n . 

Did ycu c o n s i d e r the f a c t th--)t C ' < r a i l l i s a 

s t r c n j s u p p o r t e r of the X'^'T's p o s i t i o n i n t h i s CaS" when 

you Were l o o k i n g a... t h i s movement shee t? 

A ?̂ y i m p r e s s i o n of C a r o i l l ' s s u p p c r t xs t h a t 

t hey a,.o n o t opposed t o the merae r , and th«=y ar , 

s u p p o r t i m r i g h t s of o t h e r c a r r i e r s where i t r e s u l t s i n 

u n c o m p e t i t i v e s i t j a t i o n s a r i s i n g . 

3 S i r , you cbecVed s e r v i c e as cne cf -•• .; 

t o d i v e r t t h i s t r a f f i c . D o e s n ' t KCS serve the 

d e s t i n a t i o n at P i t t s b u r g h , Ter;as? 

A Yes . I t ' s open t o r e c i p r o c a l s w i t c h i n e . 

3 Okay. W o u l d n ' t t h e f a c t t h a t KCS i s i e . 
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actual sw i t h ing a t the d e s t i n a t i o n i n f l u e n c e the 

shipper not to d i v e r t t h i s t r a f f i c ? 

A Not i f he has a s i n a l e l i n e ra te to c a l l on 

f rom o r i g i n to d e s t i n a t i o n and we d o n ' t p a r t i c i p a t e i n 

-mms^-
i t . 

Q S i r , i n the Union F a c i f i c c o n t r o l case aga in , 

the ICC re fused to accept 12 l i v e r s i o n s of sample cars 

to P i t t s b u r g h , Kansas, s t a t i n g at page 729 of the 

d e c i s i o n aga in , the t ' - rmina t ing c a r r i e r which s e - « e s the 

consignee e x c l u s i v e l y , KCS-LA, has enough i n f l u e n c e over 

the r o u t i n g of these 12 sample mo vem efi ' ^ F A ? TS'f"'lTle to 

handl- t h i s t r a f f i c from the present interchange 
jm^m9m 

points. mmmKf-
Now, i n l i g n t of that ICC f i n d i n g i n the Union 

P a c i f i c case, d o n ' t you t h i n k that i n f a c t KCS w i l l be 

able t ' l main ta in i t s j u n c t i o n s on t r a f f i c moving i n t o 

P i t t s b u r g h . Texas i n response to the Ŝ 'SF merger? 

A I c a n ' t make judgment on -hat because I 

don ' t know a l l the p a r t i c u l a r s that they took i n t o 

account when they made t h e i r '^'^•cision or what thcs^ 

moveTients were. 

They may Le e la ted to t h i s ; they may n o t . 

JUDGE HOPKIN<=̂ i *'r. Wi l son , I t h i n k t h i s would 

be a good t ime f o r a luncheon break. 

W e ' l l be i n recess u n t i l 1 t30 . 
ALDERSON REPORTING COMPANY, INC. 
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(Whereu 

recessed, t o cfconyene 

day. ) 

0 c c lock p>m. :he hoari!.<7 

at :30 o ' c l o c k p . m . , t h i s sarp! 

. n n 
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(1 i3C P . " . ) 

JUDG- :-;,.> i ^ l N f : L e t ' s a-- - ck or the r e c e r d . 

Are you ready a ^ i i e , '-"r. Wilson? 

SR. WILSONi Y - s , s i r , T am. 

W h^reu pon , 

I . WILL I A:: PLC-^H, 

t h e w i t n e s s at t h « t i i e of r a r e s s , h i v i t " *-een 

p r - v i o u s l y du ly s w o r n , resumed the s t j n d , and was 

examined and t e s t i f i e d f u r t h e r as f o l l o w s ^ 

CROSS FXAM' A- : ; - ' ; - ?--«-e-.--

PY Y^ . tfIi.SO.Ni 

3 f ! r . F l o t h , t u r n i n g t o Page i " i n t h - r c c k l e t 

s tudy movement si , we h.a ve i s- u y - \ - • - -- - • 

nvio. ber 5CU, an A g r i I n d u s - ' i e ' - -ov-',-nert r o u t e d i n 19^2, 

N£W, f a n s a s C i t y , "̂ C"̂ , S h r e v e p o r t , Southern F a c i f i c . 

T h i s Tiove-ent was o r i r i n a l l / - ' i v e r t e d t o a rcut*-. e f 

CEVV, '.ansas C i t y , SPSF, bu t ycu s c r a t c h e d t h a t ' ^n-. 

ch3n3?d At t o = n o n - d 1 V . e . . e n . 

•^hat w-is your reason f o r t h = -? 

A I n * -

th--re was a s-=-tl?T.ent . - , : . e - . 

th-- UP. Cart ef that was called the poolino agr.'- - •-, 

anc bacause o f t h a t aqr .̂ e-n-̂ nt , i t i 

.JX r Ic r -« t i on on our p a r t o - - . -

ALDERSON REPORTING COMPANY INC 
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l o s t t r a f f i c . 

Because c f t h e way t h e p o o l i n a a r rangement was 

s t r u c t u r e d , i t had i n d i c a t t : - d t o us t h a t t h e r e would be a 

c a p a b i l i t y o f l o s s of p e c u l i a r t y p e t r a f f i c , m o s t l y 

g r a i n , ou t o f I o w a , and because o f the s tudy paramete rs 

i n v o l v e d w"eh t h a t p a r t i c u l a r s t u d y , hdd t h i s t r a f f i c 

shown u p , i t would hav«» be^ n ~ 1 a s •--j f i-»d as a d i v e r s i o n , 

so t h ? r « > f o r e w<» d e c i d e d t h e r e would b--* nc d i v e r s i c n in 

t h i s c a s e . 

0 Okay. Now, s i r , we f o u n d 18 s tudy movements 

f r o m C&NW o r i g i n s t o A g r i I n d u s t r i e s a t Hous*er , end 

t hey were a l l l i . 3 t e d as no c h a r g e , u s u a l l y w i t h the 

n o t ? t t o n o f NF/UP i n the l ower l e f t h a n d e^ ie et -he 

page, l i k e i t i s on t h i s s h e e t . 

Was i t t r u e tb=: t the r a - i o n a l e f o r a l l e>f 

th=>se movements was your e v a l e - t i o n t h a t '•'C!" w o u l i not 

l o s e t h e t r a f f i c t e SFSF becausf I r e a d y had l o s t 

th-- t r a f f i c tc th? ?'P/r? Ti--ra-r-c? 

A I d o n ' t know t . . - I : u ;• y w-- leek' . -. :- - • 

piei~:- o f - - I am s o r r y , th.-. t we l o c k e d at every er;-:--

:'.F/UP n e r g e r . 

I t h i n k the reason i t w a s n ' t con-

because we would have alr-^.iy .-valuat-' f -

. . .'? merger , a n i had the r 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W.. WASHINGTON, D.C. 20001 (202) 628-9300 
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have been due to t h a t poo l ing agreement, and not the 

Santa Fe-SP merger. 

3 Okay, and t h a t was your r a t i o n a l e f c r a l l cf 

your Acci I n d u s t r i e s mcvements i n your sample going to 

Houston? 

A Yes. 

3 I th ink we are ready to mcve to the next 

sheet, Ŝ S Number ' ^ ^ 1 , another a r a m shipment on 

Con t inen ta l Grain t h i s t ime from Hutchinson, Kansas, t o 

BeauTiont, Texas, routed Cotton ? p l t , r'ansas C i t y , KCS. 

You l i s t as th-i reason f o r ycur d i v e r s i o n te re 

the f a c t tha-i. Cont inen-al -"rain supports the merger. 

Could you e laboar te on tha t reason, please? 

A Again, i t goes back to vhat I sa id e a r l i e r 

abcut Texaco. This was j u s t put i n there a;- n o t a t i o n 

f c r us to keep i n m..nd so t ha t we knew what type cf 

response t h i s p a r - i c u l a r shippc^c had to th? ||||||||||'^ ^-

m*̂ cger i n the event t ha t we needed to r^-^ly on t h a t as, 

s - , a t iebredk > -r . 

T don ' t know ŵ^ m'»d.̂  a l e c i s i c n tha t t h i s 

T -; • • li -. • • J z • - - l i t e e * • ' • r ;^; ' - . 

w o u l l n ' t have mads t h a t d e c i s i c n . 

Q Do you know why C o n t i n e n t i l i s 

suppor-ing th-^ merger? 

A Not r e a l l y . We l i d n ' t look i n t o i t , becaus? 

A L D : R S 0 N REPORTING COMPANY. INC. 

20 F S''., N.W., WASHINGTON J.C. 20001 (202) 628-9300 
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i t w a s n ' t n r e s sa ry on t h i s p a r t i c u l a r s h e e t . 

3 Cannot Santa Fe ir,ove t h i s sh ipment by i t s 

sini,i-e- l i n e r o u t e f r o m H u t c h i n s o n t o Eeaumcnt, T e x a s , 

today? 

A T e s , i t c a n . 

0 What about t h e meraer w i l l cause C o n t i n e n t a l 

Gra in t o s h i f t t h? r o u t i n g o f t h i s t r a f f i c ? 

A Excuse me. I am l o o k i n a a t the s e t t l e m e n t 

r e c o r i s and th.^ w a y b i l l r e c o r d . 

( P a u s e . ) 

A I thought this was all backed by' ^rahs if", 

T don't see th-^ indicator on h=>re. 9 9 ^ 

3 I n l i g h t c f the l a c k of a t r a n s i t r e f e r e n c e , 

w o u l d ! * t no cnanga be a b e t t e r judgment here? 

i*F;. DREILINGx T - s i n k -her^ was a ques--.~-

p e n d i n g . Your Honor , and I d c n ' t know whether h'^^ard an 

answer to i t . '^INH^lflHK^ 

JUDGE HOPKINS* There h a s n ' t t - ^ n an answer 

y e t t h a t I know o f . Then we r a n ao on to t h e nex t one. 

THF WITN'^SSi I -.:on't s^e the t r a n s i - '-- - ^ , 

ana i f t h a t i s the case , t.hat • i - ne - - - J 

i t , I may have t o d i savow our d i v e r s i o n due t o t h e 

<t e r g? r . 

BY Y? . WILSON* (Pesuming) 

3 Thank y o u . We a re making progr-- ; . L ^ ' - s 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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mcvfe t o Sf̂ S Nu-^ber 1657, C--^orge t o l ^ ^ ^ B B e l mcv- ren t f r o r 

Kos f , "^-xas, t o J o l i e t , I l l i n o i s , r o u t e d KCS, Kansas 

C i t y , "^anta Fe, i n 1 982. 

At the bottom of the pag? "e. - y r i , it looks 

like, wrote, "<'e hope we will have -- we hope to have as 

mush cower" — l e t ' s see. I ' l l -ry it aaain. "We will 

h'^ee -c have as much market power aft-^r ncrcer as 

before. Georgetown St^el does not lik-^ ti-." 

Do you aar«^e w i - h " r . B y r d ' s • ' i r s t -.-----•nee 

h e r e , t h a t KCS w i l l have as s'een .-'-•. e t power ^ f t - ^ r - h -

merger as i t does now? 

On t h i s p a r t i c u l a r s b i p - - - n t , T w r n l d 

say n o . Tt aaa in i s a s i t u a t i e n w h e - ^ , -/es, we v i l l 

have srme mar^ = t p c w T .m ce r t - : i in in -^ - r.c- - ; i n c -he r s 

we w i l l n o t . 

T h i s p a r t i c u l a r s h i r - - ^ r - was t - - : by us t e 

the San-.i a t Kansas C i t y , and I i c n ' 

Santa Fe w':^uld j o i n us i n our r c u t r an-' 

• . ;- . G- cr :.: tow i) '='t eel - -

b-icaus;? cf c e n p ^ t i t i o n f r e - " 

ar-'-a t h a t they ar--- t r y i n a t c • - - - -

I t r e q u i r e s - i s u - i l l y es 

e x i s t i n g i n the t a r i f f , wh ich -

a r e d u c t i o n at so^e p o i n t i n ti-x.-? , 

r i a h t , t h i s • - - u l a r r ^ - - v : - ; 

1 1 : 

- J -a ,̂ 4- ^ y c h ^ -a 1 n c 

ALDERSON k.r'ORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9500 
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and we got t h e Santa F--̂  -c j e i e us . 

I don'*- t h i n k - ^.-•/ w i l l j o i n us i n the - f u t u r e , 

now t h a t t hey w i l l hav^ a s i n g l e l i n e systen- r c u t e a l l 

the way to C h i c a g c . 

3 As t he r a i l c a r r i e r f o r Georgetown S t e e l cn 

t h i s i r o n and s t e e l move, your r a t e m a k i n g i s c o n s t r a i n e d 

by th? f a c t t h a t ycu r s h i p p e r i s c o m p - t i n a w i t h o t h e r 

st-: e l reir:^^'-^ - - - ^ r y to se rve these m a r k e t s . I s t h a t 

r i g h t ? 

A Cn thee r ' ^ r t i c u l - . r ' .'-̂ m-̂ n t , th^-y w^-re 

c o n p e - i n c w i t h s t e e l o u t e f " i n n e a p c l i s . 

2 Okay. So i f you - .an-^ i t h i e •^ov^'rent t - T I C V - - -

a t a l l , you had tc quote a ra t .^ , so t h d e l i v r - r e d pr ic 

i n t o J c l i e t would be such t h a - Gecrge-cwn S t e ^ l c c u l d 

•jr.t z"̂  r- b u s i n e s s , ria' '- ' t? 

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

3 *!ow, i c you thi .ek wh'-n " r . ^ y r d was r---'• r r i n a 

t o th? market pcw.-^r ef KC^, t h a t ĥ -- was f - f l e c t i r c - f ^ 

f - c t I- hat ••̂ 'CS ha ^ a c t t ^ n i t :̂  l e e - a a u l cn t t i e 

i n th - c r e - i i v . - r s i cn r o u t e . ' 

^ - ^ 1- - V '•• - . •• r - - -̂ > ' 1 y w - - ' - -J t ear 

a * r e IP --̂  e d o u s 

V r-ee f xr. -? wo 

a t t h i s 

re t -»* i c nsh i 5-s w i - '•• ^ 

t u r n a r o u n d i n t he p a s t , w:-r. ir. tne pa 

have been con s e n t r a t i n a en cur 

i n d iv i du a l s h i t - r , 

ALDERSON REPORTING COMPANY INC. 
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a t rsmandous surg? i n the outbound t o n n a g e . 

I t h i n k Mr . Byrd was p r i m a r i l y t a l k i n g about 

our r e l a t i o n s h i p s w i t h the s h i p p e r r a t h e r than c u r 

market power . 

g Ckay . A l l r i g h t . W e l l , l e t ' s t u r n to ' '^udy 

Kovemant Sheet 70^ . Wait a s e c o n d . T have a n o t h e r 

q u e s t i o n s t i l l on t h a t o n e . 

I s t i l l have a n o t h e r c u e s t i c n on -he 

Georgetown S t = e l move. You check? i ecn ipment as one of 

your r easons f o r t h e d i v e r s i o n . I n l i g h t e f t he f a c t 

t h a t t h e ? q u i p n e n t usr-* f o r t h i s was j u s t a p l a i n 

gondola c a r , how does t h e ?quiFment i n f l u - ' n c - -h^^. 

s h i p p e r ' s r o u t i n e ? 

A W<^11, T * n i , - i k - - . ^ =>e-wr. - - ^ ^ - e - a --

ecv^ipment. The Santa Fe dees net get i n t o K o r f , ^exas. 

Only t h e C o t t o n P ? l t c r the ' T . .^ni i ^ ' t e r - t - -^cr - i^ r , 

the SP ard Santa F ecuip-^-n t w i l l be consider-'^d => s 

on^^ . 

i ^ - ^ e l i e ' ' o , s the a p p l i c a n t s w i l l hav'-> s i n c l 

s - r v i c e , t h e y ' - . • i l l a l s c have t h e sa-^- --^ece cf equipnient 

t o '.iS^ i n t h i s p a r t i c u l a r cv---.;-e - . 

Q In your ex pe ri-'nc=., rovisicn r f 

gondola <:ars , p l a i n gondo la c a r s , i n f l u e n c e s h i p p e r 

r o u t i n g d e c i s i o n s ' ' 

A I t e , ;5 hew y : - :-. f-.-. : a p l a i n g* 

ALDERSON REPORTING COMPANY, INC. 
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c a r . Fcr w i r e r o d s , which i s the p r o d u c t h e r e , w h i c h i s 

a c o i l e d s t e e l p r o d u c t , t h?y need a c e r t a i n tvp<» o f 

c o n f i g u r a t i o n to 7e- t he maxir^-em l o a d i n g i n t h a t 

p s i - t i c u l a r c a r , and j u s t any t y p e o f gondo la w o n ' t w o r k . 

I t has t o be a h i g h - . ^ i d e d g o n d o l a . 

I t has t o be o f t h e 6 0 - f o c t v a r i e t y "-cs- o f 

t h e t i m e . I t has t o - - scrr.e aondoias a t t i m e s a re 

r e j u i r e d t o have wooden decks cr wood = n p l a n k i n r i - - i t 

i n . So , you c a n ' t say g e n e r a l l y t h a t i f a man seeks 

g o n d o l a s , any g o n i o l a w i l l s u f f i c e t o r h i s needs . 

Q Okay, and on t h i s movement ycu t h i n k t h a t the 

f a c t t h a t i t i s Santa Fe ' s gondola i s cne c f .ne reasons 

why t h e s h i p p e r w i l l : i n i f * . h i s t r a f f i c to t h e n'er'-ed 

s y s t e m . I s t h a t r i g h t ? 

A No, I a'rt j u s t s a y i n g i t i s a l r ? a d y i n a Sir.ta 

Fe p iece of equ ipment , and t h a t t : • . ^-!ta Ff- ' v i l l t h ° n 

a f t e r the meroer become on-:? and t h e sa..-6 as t h « « ^ e u t h e r n 

P a c i f i c , so t h ^ r e w i l l not be a need t o b r i n a i n new 

e g u i p n e n t f o r them. 

3 Okay. Now l e t ' s move t o tb ^ r e x - shl 

Study 'ovement She^t 706 i - ^ a pove ' • -

Rouae, L o u i s i a n a , to H a n f o r d . C c n n e c t i c u t - - Han 

C a l i f o r n i a - - I am s o r r y ~- rou t ed KCS, D a l l a s , ; a n t a 

KCS r r o v i d e s th-^ o r i g i n s e r v i ' ? on t h i s nove. 

rl 
ALDERSON REPORTING COMPANY. INC. 
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and a l so f u r n i s h e d s p e c i a l equipment f o r the shipment, 

d id i t not? 

I^H^^^HpS car. 

3 Wouldn't these f a c t o r s tend to i n f l u e n c e th? 

shipper to keep XCS i n the route and cont inue to g ive 

KCS i t s Dal.las haul on t h i s t r a f f i c ? 

A No, because we gc back to the same s i t u a t i e n 

we were d i scuss ing e a r l i e r wi th Fxxon. The >cuthern 

P a c i f i c r o u t i n g p o l i c y tha t has a l ready been issued in 

the t a r i f f s r e s t r i c t s cur rcutes out of Ba-cn "cuae te 

apply only via New Orleans. 

Now, our a l t e r n a t i v e i n - h i - p a r t i c u l a r 

shipm-ent was to use the Santa Ft-. Once the syct'^r 

becomes merged, T have no they w i l l 

^ ^ ^ I g the routes 

^Mm^m 
over New Orleans. ^ 

Q W e l l , why would the shipper igre- te a shcrt 

hau l r c u t e f o r i t s o r i g i n c a r r i e r , "̂ 'C"? 

A The rout in ' - ' r e s t r i c t i o n i s ^Ir'^ady i n the 

t a r i f f . We have had shippers com^ tc us v i t h r a t e 

z-^-iUp-ts tha* we *:ave had t o t u rn Jcwr becrie - c i s ' -

get our maximr revenue, or we can'" • a p r o f i t a b l * : 

revenue ovi-.r Nt̂ ŵ Or leans . 

And they d i d n ' t b r i n g a^y -c • ^ r on 

th=- '^^outhern I ' . i c i f i c a t t h a t t i m e , so I d o n ' t - t 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.VS , WASHINGTON, D.C. 20001 (202) 628-9300 
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would change i n t h e f u t u r . ^ . 

Q Why would KCS agree to a short haul route here 

instead of just forcing the merged system to take the 

t r a f f i c at Dallas? m9mM' 

A The o n l y t h i n g t h a t wou ld need to be e f f e c t e d 

i s a change i n tne t a r i f f , which was done w i t h t h " 

Sou thern P a c i f i c r o u t e . We had no say i n t h a t .na t t e r 

wha teve r . Ona day we woke up and t h e c f a li-.e L a r i f f 

r e s t r i c i n g cur p a r t i c i p a t i o n . 

' H I P I Now, I d o n ' t see why t h a t ' s iny d i f f e r e n t than 

what we can expect t o happen i n the f u t u r e . 

3 W e l l , you are aware o f t he i-erged sy . t t em's 

r o u t i a g p o l i c y i n t h i s case i n th a-L " r . F i t z a e r a l d 

t e s t i f i e d t h a t i n f a c t -he merged r a i l r c a d would n o t do 

t h ^ t , t h a t the merged l a i l r o a d would m a i n t a i n a l l 

t h r c u g h r o u t e s ? 

A At the same r a t e l e v e l s ? Ycu c o u l d m a i n t a i n 

t h e same r o u t e s , b u t no t at the sane r a t ? . An-* ycu are 

i n the same n o n - c o m p e t i t i v e s i t u a t i - o n . 

3 Are you f a m i l i a r w i t h M r . Fi zg e r a .M ' s 

t -;^--:iT cny? 

A No, I am n o t . 

3 L e t ' s move t o S^S Nuf.ber 390 , a mcvpment from 

F l o r i d a to Kansas C i t y , K i s s o u r i , i n which the ^ CS ge t s 

i t at New o n , .ns and takf.-- i t to Kaneas C i i y . H-̂  re you 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. WASHING-iON, D.C. 20001 (202) 628-9300 
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mark t h e f a c t t h a t the cons ignee was served by Santa Fe 

as a r eason f c r t h e d i v e r s i o n . Why would t h a t i n f l u e n c e 

t h e s h i p p e r ' s r o u t i n g o f t h e t r a f f i c ? 

A S ince t h e Sou thern P a c i f i c - ^ a n t a F? would have 

s i n g l ? l i n e r o u t e c a p a b i l i t y f r o m New Or leans to Kansas 

C i t y , and s i n c e Thompson Hhywatd i s s e r v e d by t h e Santa 

Fe, aad we h a v e , I w o u l i s a y , a v e r y g r e a t degree o f 

d i f f i c u l t y i n g e t t i n g sh ipments ou t o t Thomp.son .Hayvard 

on an outbound b a s i s , *-hat I c a n ' t see why Thompson 

Hayward would n o t agr^e t o r o u t i n g i t by . .h- s i n g l e l i n e 

r o u t e i n t o Kansas C i t y 

3 But KCS has a s i n g l e l i n ? r o u t ? f rom Now 

O r l e a n s t c Kansas C i t y , t o o , r i g h t ? 

A Ye s. 

3 I f Santa Fe had i n f l u e n c e w i t h t f i e s h i p p e r , 

how come i t i s not a l r e a d y g e t t i n g a h a u l , say, -o 

D a l l a s on t h i s move? 

A I c a : . - t answer t h a t 

3 I s t h e consigne^o c o a t r o i l i n q the r o u t i n e o f 

t h i s Tiovement? 

A "̂ he e n l y t h i n a t*-. 2t T s-̂ -e- c : t h w - y b i l l 

t o o , r i g h t 

i p 
1 1 r i f t i i e n c 

i n d i c a t e s t h e car i s t r i p le^ J t rs t h - cons ignee , but 

d o n ' t see i n e t e rms of p a y i e n t on h e r e . 

3 L e t ' s move o n . "l̂ he n«axt mov. - ' " 

6a2 , a movement f r c m bayou P i e r r e , L o u i s i e n a , * 

••be r 
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Angela^., C a l i f o r n i a , an I n t e r n a t i o n a l Pa'^er Ccmpany 

m o v e « ? n t . 

You d i v e r t e d t h i s movement, c i r , to a r o u t ^ o f 

KCS, b c u m o n t , SPSF. Aga in hare my q u e s t i o n i s , why 

your o p i n i o n would I n t e r n a t i o n a l Paper shcr+-haul i t | 

o r i g i n r a i l r o a d on t h i s movement? 1 

f. I f a l l t h i i i g s were e q u a l , I r. t e r na t i c n a 1 Pa i e r 

would not s h o r t h a u l u s . 

3 They wojld not? 

A T l i a t ' s c o r r e c t . 

3 L e t ' s move t o Numtiet SKS 6 j 7 . T h i s i s a C3FC 

movem?nt f r o m Baton Rouge, L c u i s i e n a , t o Garland ' o i 

e x p o r t . You have r o u t e d r h i s inovemen'^ v i a , I b e l i e ' e i t 

i s KCS, New O r l e a n s , SPSF. And i n p a r t your reason i s 

s e r v i c e . How much b e t t e r - - e rv i ce w o u l d t h e n<̂ w - o u : e 

o f f e r f o r t h i : ^ movement t h m KCS, D a l l a s , "a.^ta F»? 

A I am not su re what t h e s e r v i c e would be f-om 

- - in compar iscn t o the s e r v i c e we would o f f e r o u t ( f 

Baton Fouge. T h i s i s a s t^ - imship co ; t i-ner wh ich wculd 

move i n an exp e d i t e-d i - e r v i c e t r a i ; 

Form.-r ly we ban • ' ' - \ i - w ' - ' 

over D a l l a s u s i n g t h e Pig D c o n n e c t i o n . - . e l ' ' r un 

t h i s i n our r u n t h r o u g h t r a i n o p e r a t i o n i r em Shrev^-port 

t h r o m h D a l l a s , where the Santa F - e 1 -i p^'-k i t r u n 

i t out o f ^sown wood a l l the way t o t h f de e. 

ALDERSON REPORT .SG COMi'Ai^Y, INC. 
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1 3 I understand t h a t , but now on t h i s p a r t i c u l a r 

2 Bcvemant you have got i t routed i n what i s sor t of a 

3 backhaul where KCS would haul i'z from -aton Rouge back 

4 lown t o New Orleans, and then i t would move SPbF out to 

5 the w»st coast. 

6 I s t h a t r i g h t ? 

7 A But I haven ' t f i n i s h e d w i t h my exp lana t ion as 

8 to where wa ar? g o i n g . 

9 3 W e l l , I have a quest ion pending on tha t 

10 anyway. 

1' MR. DREILING; Had Nr . Ploth f i n i s h e d h is 

12 answer to the p r i o r q u e s t i o n , I guess? 

13 JUDGE HOPKINSi That i s what I was s ay ing . He 

14 hadn ' t f i n i s h e d h i s answer. 

15 BR. WILSON; But I don ' t t h ink h i s cemmentary 

16 was responsive anyway. 

17 JUDGE HOPKIN'^: ^o ahead ani f i n i s h your 

18 answer. '9999^' 

19 THE WITNESS; A' ' ter the mor-r-^r, we ex re r t t.ie 

20 t r a i n t r a n s i t t imes i n the run thrcugh opera t i e n -o 

21 cf- - - d r a s t i c a l l y , so * t'^;r.^- v.^rv d e f i n i t e l y w i l l 

22 be a preferr-cd se rv ice adv'.ntage f r ee "-w Crleans tc 

23 Oanlaad. 

24 We a l s o , ••he way t h i s wa? evaluated '. ' " 

25 shor tnau l to V-̂ w Or leans , since t h i s i s a con ta in . - r . 
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A f t e r l o o k i n g a t i t a g a i n , I d o n ' t t h i n k we w i l l ^ven 

see t h a t p a r t i c u l a r movement. I t would be more c o s t l y 

t o run i t o v e r our r a i l r o a d down t o New C r l e a n s than i t 

would be t o d ray i t over t h e h ighway dcwn t o •̂ew Or leans 

and p u t i t on t h e TOFC t r a i n . 

B I MR. WILSON* (Resuming) 

3 Okay. So i f t h i s g ? t s d i v e r t e d , you t h i n k i t 

would be d i v e r t e d by seme k i n d o f a t r u c k - r a i l j o i n t 

s e r v i c e a n i o r i g i n a t e on the r a i l r o a d a t New C r l e a n s ? 

A I t h i n k t h e cause o f the d i v e r s i o n would t e 

t h e downgr d i n g o f the Big D s e r v i c e t h a t w i l l o c c u r , 

and i ' l f a c t we have e v i d e n c e r i g h t now t h a t t h a t 

downgrading of s e r v i c e has o c c u r r e d , and we no l o n g e r 

have t h e o p t i o n o f d o i n g some of the r u n t h r o u g h 

o p e r a t i o n s t h a t w? had p r i o r t o some t ime i n V o v e r b e r . 

3 l e t ' s move nex t t o t h e l a s t page, Pag° 7 1 , 

which i s a movement f r o m " e a d , Georg i= ' , t o Kansas C i t y , 

? ? i s s o u r i , r o u t e d Seut i - iern, " emph i s , " o t t o r B - ' I t , 

Texa rkana , KCS i n 1982. 

T h i s was o r i g i n a l l y c - i l l e o a d i v e r s i o n . I t 

th'-^n rhanaed 'co a n o n - d i v e r s i o n . v-ie -h-^ rp='.^on ' 'cr 

t h i s t h e f a c t t h a t SFSF's rcute- frc:Ti "-^mphis to Kansas 

C i t y t h a t would be used here i s t h e same r o u t e t h a t 

a l r e a i y has today between *emphis and Kansas Ci^y? 

A The reason I took t h i s or changed the 

ALDLRSON REPORTING COMPANY, INC. 

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



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 

7637 

d i v e r s i o n or we changed the d i v e r s i o n was the f a c t t h a t 

I f e l t we had an equal chance of g e t t i n o chis t r a f f i c 

over ^ew Orleans as the a p p l i c a n t s would have g e t t i n g i t 

over Y emphis. 

From t h i s p a r t i c u l a r p o i n t . Southern Railway 

engages i n r o u t i n g over New Orleans and Memphis on an 

equal basis. '"here i s a breaking ^ o i n t w i t h i n the south 

wher? the Southern Railway does not allow t r a f f i c to TO 

over "̂ ew Orleans, and w i l l cnly allow the rcutes te 

applv v i a Memphis. 

So, where there i s a possible e g u a l i t y of 

serv i c e over -̂'̂w Orleans wit h Southern Pailway t c t h i s 

p a r t i c u l a r p o i n t , I f e l t t h a t i t was not proper tc take 

the d i version. 

^ Well, when you said t h a t the present route i s 

not a f f e c t e d by the .prcposed a p p l i c a t i o n , were you also 

t h i n k i n g about the f a c t t h ; i t -?'s route and service 

b=»twei»n Memphis and K nsas City w i l l ^e th<= e.-- '.ter 

the merger as i t i s today, before the merger? 

A !̂ o, they w i l l hive -- a f t e r the :̂  = rcer ••hey 

would have mor»=' rou t i n e ive: ' than they wceli 

p r i o r t o the merger. 

Q But not f o r t h i s movement, not between ' • r i i i s 

and Kansas C i t y , would they? 

A Today they have th« opportunity tc rou-

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W . WASHINGTON, D.C. 20001 (202) 621-9300 
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9 

1 f rom Memphis up through East S t . Louis and over to 

2 Kansas C i t y , wher? a f t e r the merger they w i l l have th? 

3 other o p t i o n of r o u t i n g i t i n through Dal las and up via 

4 the Santa Fe. 

5 Q R i g h t . But i f t h i s were to have been a 

6 d i v e r s i o n , the Southern, Memphis, SPSF, what was w r i t t e n 

7 there and crossed o f f , the way tha t i - would be handl?d 

8 would be the way SP would handle i t today, t l i rouch St. 

9 I Louis and over to Kansas C i t y . 

10 That i s a much shor t e r route than going over 

11 to Da l l a s , i s n ' t i t ? 

12 A . I c a n ' t say they would handle i t that way. 

13 They have to pay t rackage r i g h t s to handle i t from St. 

14 Louis over to Kansas ( " i t y . I have no idea the ccst cf 

15 those trackage r i g h t s , and i c may indeed b" cheaper f o r 

16 them t o run i t over t . ' .eir e : ; i3 t iaa systen routes i n t o 

17 Dal las and up through i n t o Kansas C i ty based on the 

18 t r a f f i c f l o w s and th=^ volume c h a r a c t e r i s t i c s . 

19 Q Okay. So you don ' t know how the SP'̂ F would 

20 handl? tha t ? 

21 A "ha t ' s c-rr^ect . 

22 3 Okay. New l e t ' s go tack to Pag.-- 26, "̂ "S ia2a , 

23 a movament from South Carol ina to Kansas C i ty by 

24 Southern, Memphis, Cotton B e l t , Texarkana, KCS, ? - ' - h i s 

25 shipment was d i v e r t e d to the SF"^'s route f r 

ALDERSON REPORTING CCMPANY, INC. 
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1 t o Kansas C i t y . 

2 A I h a v e n ' t l o c a t e d the shee t y e t , ! ' r . W i l s c n . 

3 What was the sheet number t h a t you s a i d ? 

4 Q SKS 1U2U, Page 2 6 , the n a x t t o t h e l a s t sheet 

5 i n the e x h i b i t . 

6 A I b i s movement you d i d d i v e r t , s i r , and t h e 

7 r o u t e t h a t you chose f o r SPSF i s t he r c u t e f r o m .Memphis 

8 t o Kansas C i t y , w h i c h as we were d i s c u s s i n g on t h e l a s t 

9 move i s a r o u t e t h a t S e u t h e r n P a c i f i c has a v a i l a b l e 

10 t o d a y , i s i t no t? 

:m^mm 
A Yes , i t i s . ^ n n ^ ^ ^ ^ ^ ^ n n u n i g g L 

12 Q Tov a l s o l i s t he re ' f ^ ^ ^ ^ ^ H r o p p o r t o f the 

13 merger as one of your d i v e r s i o n r e a s o n s . Do ycu knew 

14 why MoBay i s s u p p o r t i n g t h e merger? 

15 A No, I d o n ' t . Y o u ' l l be happy t o know t h a t 

16 a f t e r l o o k i n a a t t h i s l a s - n i g h t , T dec ided t h a t t h i s 

17 was i n p r o p e r l y t aken as a d i v e r s i o n . 

18 3 1 w i l l be happy t o know t h a t . "^hank you v e r y 

1.> much. 
20 I t h i n k on t h a t no t e I w i l l s t o p . That i s a l l 
21 t h ^ a u e s t i o n s T h'ave. 

22 JUDGE HOPKINS; Mr . P r e i l i n a ? J u s t i c e 

23 Depart-"ent? 

24 BY MS. BUDEIRI* 

25 3 Good a f t e r n o o n , " r . P l o t h . My name i s 

^^mi^^mmt.. 
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P r i s c i l l a B u d e i r i , and I represent the United States 

Department of J u s t i c e . 

For t r a f f i c moving between C a l i f o r n i a and the 

southaas t , i s SF-KCS j o i n t l i n e service c o m p e t i t i v e wi th 

SP s i i g l e l i n ? se rv ice? 

A I t i s c o m p e t i t i v e by the f a c t t h a t we are able 

t o o f f e r se rv ice and p a r t i c i p a t e i n t r a f f i c tcday of 

l a rge volume c h a r a c t e r i s t i c s . I n so fa r as t r a n s i t t imes , 

i t depends upon where the shipments are o r i g i n a t e d ani 

t e r m i n a t e d , but we have found f o r the most part when w* 

are t a l k i n g about New Orleans, f o r example, and the New 

Crleaas gateway, we are very compe t i t i ve w i t h the 

Southern P a c i f i c . 

3 From a 3hip?*»r '3 p e r s p e c t i v e , what =tivantages 

of s i n g l e l i n e se rv ice are l o s t t o j o i n t l i n e s e r v i c e , 

i f any? 

A What advantages o f s ing le l i n e serv ice are 

l o s t t o j o i n t l i n e service? 

3 Do you understand -he ques t ion , '*r. Ploth? 

A I am not r e a l l y sure what ycu are t r y i n a tc 

get a t . 

3 What advantages cf singl'=' l i n ^ cervices are 

l o s t t o the shipper through j o i n t l i n e service? 

JUDGF HOPKINS; I f asked to ,Ttove j o i n t l i n e 

serv ice? I s t h a t what ycu are saying? 

3mm 
•mmmm 

. . m m % - . ALDERSO.. REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-J300 



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 

BY MS. BUDEIRI ; (Pe 

Yes. 
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A I t aepends what the advan tage o f s i n g l e l i n ? 

s e r v i c e i s . I f you t a k e t r a n s i t t i m e , f o r i n s t a n c e , and 

we ace d e a l i n g w i t h a s i t u a t i o n wh<»re t r a n s i t t i m e i s 

v e r y c r i t i c a l i n t h e d i s t r i b u t i o n p r o c e s s , and you have 

a j o i n t l i n e c a r r i e r t h a t c anno t p r o v i d e a c o m p e t i t i v e 

t r a n s i t t i m e , then ths s h o r t l i n e system ban ths 

c o m p e t i t i v e a d v a n t a g e . 

On t h s o t h e r hand , i f the t r a n s i t t i m e i s not 

c r i t i c a l , then t h e r e i s n o t h i n g l o s t by h a v i n g o n l y 

j o i n t l i n e s e r v i c e o r h a v i n g j o i n t l i n e s e r v i c e and 

s i n g l ? l i n e s e r v i c e . 

U s u a l l y j o i n t l i n e s e r v i c e does ne t t ake away 

a n y t h i n g f r o m s i n g l e l i n e s e r v i c e . I f you have a j o i n t 

l i n e , a c o T i b m a t i o n o f j o i n t l i n e c o m p e t i t i o n and s i n c l e 

l i n e c o m p e t i t i o n , and you have the remova l o f j o i n t l i n e 

c o m p e t i t i o n , then t h e s i n g l e l i n e sys-'>m has tha 

tr-nde ncy i f i t i s a l o c a l meveraent or i f t h e r e i s ne 

o ther c o m p e t i t i o n , the s i n g l e l i n ? system then has - - T 

w i l l c a l l i t a l o c k on t h e m a r k e t r l i c , so t h a t th.̂ * 

j o i n t l i n e - - t h e r e i s .no o p p o r t u n i t y f o r j o i n t l i n e 

t r a f f i c t o occur . 

I d o n ' t know i f I have answered your q u e s t i o n , 

beca'Jse I i o n ' t r e a l l y un i - r s t a n d what you are t r y i n g t o 
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g e t t o . 

Q Given the same t r a n s i t t i m e s , n o t l o o k i n g a t 

t h e t r a n s i t t i r o e s , are t h e r e advantages t h a t a s h i p p e r 

r e c e i v e s f r o m s i n g l e l i n e s e r v i c e t h a t he d o e s n ' t g e t 

f r o m j o i n t l i n e s e r v i c e ? 

A Tes , t h e r e a r e a d v a n t a g e s . T h e r e , f o r 

e x a m p l e , would be s i n g l e l i n e b i l l i n g . You have d i r e c t 

h a n d l i n g o f equ ipmen t . No i n t e r c h a n o = i s r e q u i r e d . 

There s h o u l d be some l e s s t r a n s p o r t a t i o n r e s o u r c e s 

consumed by a s i n g l e l i n e r o u t e t h a n a j o i n t l i n e 

r o u t e . 

B u t t h a t d o e s n ' t mean t h a t a j o i n t l i n e r c u t e 

c a n ' t overcome t h o s e d i s a d v a n t a g e s . I f t h e r e a re two 

p a r t i e s t o a ^ o i n t l i n e r o u t e and w o r k i n g t o g e t h e r , t hey 

s h o u l l be a b l e t o f a i r l y w e l l a p p r o x i m a t ? the .\ -; - -

c h a r a c t e r i s t i c s as a s i n g l e l i n e movement. 

3 How can p a r t i c i p a t i n g c a r r i e r s on a j o i n t l i n e 

movement overcome those advantages o f s i n a l e l i n e 

ser v i c e? 

A A g a i n , by w o r k i n a t o a e t h e r . I t h i n k t h n 

example of th-z f^ig D t h a t we »-a ve t a l k e d abcu t 

t h r o u g h o u t t h i whole p r o c e e d i n g i s an i l l u s t r a t i o n of 

t h a t . We have had j o i n t s a l e s e f f o r t s between th.= KCS 

and t h e Santa Fe. We have complemented each o t h e r . We 

have u t i l i z e d - h e i r f o r c e cn t he west c o a s t . Th*-y have 
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U t i l i z e d our force i n the Gulf coast and i n the east. 

We have developed runthrough t r a i n operations 

and r e f i n e d then to the point where costs of o p e r a t i m 

are aot much d i f f a r a n t than running on a s i n g l e l i n e 

basis, and sometimes they could be better by the f a c t 

t h a t you are c o o r d i n a t i n g your e f f o r t s f o r a given 

t r a f f i c p a t t e r n , and on a s i n g l e l i n e system they ar<= 

t r y i n g to '^r-rommodate a l l t r a f f i c p a t t e r n s . 

Thera i s a l o t of v a r i a b i l i t i e s t h a t come i n t o 

play here, but by j u s t p l a i n ceoperation, a j o i n t l i n e 

systen can work out things t h a t are j u s t as e f f i c i e n t as 

the s i n g l e l i n e system, or at l e a s t close t o them b e i m 

the same e f f i c i e n c y . 

3 What does the cooperative p r e f e r e n t i a l 

s o l i c i t a t i o n t h a t you have discussed i n your t e s t i n c r y 

i n raference t o the Big D route n-'-an? 

A I think i f ycu r e f e r to the market i i ^ r a c t 

a n a l y s i s , you w i l l o-̂ e whore ŵ  : - f to - 1 y i i - z e s . 

anc waat happens i s , we Tiay j o i n another c a r r i e - s a l e s 

f o r c e and d e s i g n ou r s a l e s approach f o r p a r t i c u l a r 

s h i p p e r s , f o r r ^ r - i - u l a r -- - - t r a f f i c , f c -

p a r t i c u l a r m a r k e t s , and we w i l l g i v e r r a f - - -T^n t i a 1 

t r e a f / i e n t t o those s h i p p e r s f o r t he tf--nd*>ring o f l a r g e 

volumes of t r a f f i c . 

I d o n ' t mean p r e f e r e n t i a l to the e x c l u s i c n o f 
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someone e l s e . I am s a y i n g i t i s a package t h a t i s 

de s igned f o r t h a t p a r t i c u l a r s h i p p e r . He may have a 

l a r g e volume of t r a f f i c , such es a f r e i g h t f o r w a r d e r . 

And i f he o f f e r s us a l a r g e volume o f t r a f f i c 

w i t h a s i g n i f i c a n t s a v i n g s t h a t we can i n c u r because o f 

6 l e s s c a r h a n d l i n g s , or he has some o t h e r .shipments i n 

7 t h e r e v e r s e d i r e c t i o n and we can b a c k h a u l t h e t r a f f i c , 

8 t h a t i s t h e k i n d o f t h i n a s t h a t I hav? r a f e r e n c ^ t o . 

9 Q I n -.-eference t o t h e r e q u i r e m e n t s i n t h e 

10 proposed IRMA agr?ement des igned to ensure KCS r e c e i v e s 

11 n o n - d i s c r i m i n a t o r y and c o o r d i n a t e d s e r v i c e , what c c s t s 

12 would be a s s o c i a t e d w i t h m o n i t o r i n a c o m p l i a n c e w i t h the 

13 terms o f t h a t agraamant? 

14 A There c e r t a i n l y would be c o s t s o f p e r s o n n e l 

15 We would n?ei t c u t i l i z e -z-'^n Type o*" i n v e n t o r y i n 

16 sys ten o r i n f o r m a t i o n t r a c i n g s y s t e m , which I i m a a i n e 

17 would be our computer n e t w o r k , so t h e r e would be a ccs-^ 

18 a s s o c i a t e d w i t h t h a t . 

19 From r y p e r s p e c t i v e , they are somewhat 

20 i n t a n j i b l e as t o be ing able t o i d e n t i ' ^ y t he s p e c i f i c 

21 c o s t s 

22 3 What do you mean e / i n t a n g i t l e? 

23 A I t would depend upon t h e degree o f m o n i t o r i n g 

24 t h a t wcu ld have t o t a k e p l a c e b e f o r e we would be a b l e 

25 t o — and no t o n l y the m o n i t o r i n g , bu - t.h ̂  people 
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a s s o c i a t e d w i t h t h a t , and t h e t a s k s i i v o l v e d , and t h e 

r e s o ' j r c e s t h a t would be used b e f o r e we can say wc expect 

t h i s i s t h e cos t t h a t i t i s g o i n g t o b e . 

'Je know t h e r e a re go ing o be E. t the o u t s e t 

about s i x or seven p e o p l e a s s o c i a t e d w i t h the endeavor . 

T h e r e f c r e we can I d e n t i f y what those c o s t s a r e . But t h e 

i n t a n g i b l e c o s t s o f e x a c t l y what t h e i r d a y - t o - d a y 9 9 S 3 9 -

r e s p o n s i b i l i t i e s would be a re someth ing I c a n ' t 

i d e n t i f y , 

Maybe that has been covered somewhere eie-^. ^i99^r 

don't know. 9 9 9 ( / / f l / f l ^ 

3 What c o s t s would be a s s o c i a t e d w i t h e n f o r c i n g 

the acjr eemen t? '99999^'^ 

\ A g a i n , I d o n ' t expec t t h a t i f t he agreement i s 

e n t e r a d i n t o , t h a t t h e r e w o u l i ba nuch . - c e * 

d s s c c i a t e d w i t h e n f o r c i n g i t . Cf c o u r s e , we would hav.^ 

t o go t h r o u g h t h e m o n i t o r i n g t e c h n i g u e s t h a t we touch?' ' 

on e e r l i e r , but I t h i n k once i t i s i n p l a c e , w- w o u l ' ^ n ' t 

nave t o do a g r e a t d e a l o f p o l i c i n g . 

3 I f -he Tierger i - arr r o v - i , w i l l KCS be 

s i t i s f i e d i f i t c i n m a i n t a i n ' - •• - ' i i c i - h--". 

o r - s e i t ? 

A I d o n ' t t h i n k any company can b^ s a t i s f i e d 

w i t h t ha s t a t u s q u o . T c e r t a i n l y w o u l d n ' t be . I t h i n k 

th= n o s t i m p o r t a n t t h i n g here i s , do we b r i n a - -Hing 

ALDERSON REPORTING COMPANY, INC. 
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to th? merger t o o f f ? r the i n t e r e s t s cf th . p u b l i c , aAd 

we are w i l l i n g and able to t ry to o i f « r ourselves to b 

the p u b l i c p r o t e c t o r , i f you w i l l , but I wou ldn ' t be 

s a t i s f i e d wi th the s t a tu s c,jo, no. 

0 I f the meraer i s app'-oved and KCS i s granted 

wi9 
the IRHA t t seeks, v i l l KCS p r e f a r to i n t e r l i n e w i t h 5F 

through the Big D ccnnec t icn or us** the IRKA acrcss 
southern corridor? ^f/j/fjl^ 

A In c e r t a i n ins tances , we probabl . ' would p r e f ' T 

t h " Big C o p e r a t i o n , but i n order t o r e a l l y aptrecia ' .a 

the raason f o r th? IRMA reques t , we would havr- to,, 

c e r t a i n t r a f f i c , u t i l i z e the I?WA rout, 

One o f the b a asons W'- need the access tc 

Houston i s f o r conta iner t r a f f i c , expor t and import '* 

conta iner t r a f f i c , and we we>v:ldn't want thac — w-. w ^ ' l d 

not r ?gu i re or want t ha t runnir;a by ' ^ i l l » . s , becau-e w 

are competing wi th the Santa Fe-S^^ and ^ > ^ ^ ^ E ^ ° " ' ^ ^ - ^^ 

»ecess to the same r o u t e , we wo'.;1d le-r- - iTatrom oe t i t i ve 

I 

D? ^9^^mt 
hich instances wculd yon prefer the f-ig 

T th i n k in instances wner •he r f f i • '0 " f. 

geo ;r a p h i c a l l y p a r a l l a l to our cpera t i c - s rom Dal las 

Sh rev? por t , w e ti - I k i ng aboe t tee c on te 

lo'Jer c o s t , such as 'iou-stcn --n-' New Orleans , ' t h i n k we 

ALDERSON REPORTING COMPANY, INC. 
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would p r e f e r the S i ' s o p e r a t i o n . 

3 I n t h » ins tances when KCS would prefer te use 

tha IRMA, i f the applicf^nt-- cr-_-f?r to cont inue 

i n t e r l i n i n g , wculd you i n s i s t cn us ing the IRMA? 

A We would have to be very much assured tha t 

eve ry th ing else would remain equal before we would agr e 

to the use o f the Dal las in te rchange , or For t Worth. 

A c t u a l l y what we are t a l k i n g ab'-"-''- 1-=; For t Worth 

post-m e r g e r . 

But there are such th ings as t r a i n schedules 

t h a t would h ^ e t o be matched, r a t e s , and equipment 

se rv ice t h a t would have to be honored and equa l i zed . T t 

i s hare' to say w i thou t l ook ing at the s p e c i f i c 

a p p l i c a t i o n of the t r a f f i c that would be i n v o l v e d . 

I f we -dze t a l k i n g abcut con-gainer t r a f f i c , I 

c??B^B mmmm 
3 W h a t do yet mean by remain equa l , tha t ycu 

would have t o be sure tha t every th ing woul i remain 

agual? Equal to what? 

A ?au?l t o w> - •• - ' ; ' - , - . - - ' • - - - - • - . 

We would need tc be able -o o f f e r the sair, 

coverage, the same rou te ccveraae, the same oateway 

coverage, the same serv ice c a p a b i l i t i e s . 
3 Thank y o u , Mr. P l o t h . That i s a l l we h - v ^ . 
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JUDGE HOPKINS: Dees the Depar tment o f 

T r a n s p o r t a t i o n — I d o n ' t see anyone . ^ r . D r e i l i n g ? 

HR. DREILINGi I have a v e r y few number o f 

q u e s t i o n s on r e d i r e c t . Your Honor . 

REDIRECT EXAMINATION 

BY HR. DREILINGi 

3 M r . P l o t h , wculd you r e f e r t o Page 3 o f ycur 

s t a t a n e n t , marked KCS-m? 

The l a s t comple te sen tence cn t h e f i r s t 

i n c o i o l f c t a p a r a g r a p h , do you -ee i t , s t a r t i n g , " I n the 

p a s t , " a t t h e t o p o f t he page? 

A Yes . 

3 I am r e f e r r i n g s p e c i f i c a l l y t o the phra.-e 

which M r . Wi l son asked you a b o u t : " I have observed t h " 

s i t u a t i o n where the need t o compete i n t r a m o d a l l y 

o u t w e i g h s t h e need t o compete i n t e r m o d a l l y . " 

Do you r e c a l l i n tha course o f your c r o s s 

e x a m i n a t i o n w i t h r e s p e c t t e t h a t p h r a s " '.iz. W i l s c n ' s 

d i s c u s s i n g c c n t a i n e r i z a b l e t r a f f i c ? 

A Yes . 

3 find w i t h r e spec t to c o n ' h ̂  e - r a f f i c , 

would t h a t be what we would c a l l TOFC/COFC t r a f f i - ' 

A Yes, i t w o u l d . 

Q Now, i s a l l o f t h e c o n t a i n ° r i z a b l e t r a f f i r 

which KCS p a r t i c i p a t e s i n e x c l u s i v e l y t r u c k 

ALDERSON REPORTING COMPANY. INC. 
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com pet i t i v e? 

A No, -here i s i n t r am odal c o t D - - t i t i o n as w e l l 

f o r t h a t same type cf t r a f f i c . 

3 The next quest ion was going to be, i s sore of 

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

A Yes. 

Is some of i t e x c l u s i v e l y r a i l c c m p e t i t i v 

t r a t t ^ c ? 

mm§^' Tow T would lik-> ycu t o look at Page *i ~ f 

KCS-15, i n t h - middle of t'-'e page. Ycu ade a st;--^--

which Mr. Wilson i n q u i r e d of which goes, "furthermore, 

the movement selected f o r review and contained i n the 

work papers are not a representativ.-- sample of a l l 

movenants t r e a t a l . " 

You are not p u t t i n g 

st t i c i a n , 1 take i t , i n thc.t regard. 

3 Hav'~- yon^^Wever, i n the course cf 

V ? r io J t - ' i ';'ies i n which you have p tr 

ng y o w W ^ ^ as a 

worked wi th a e t a t i s - i c i a n -cwar; - V • 1 c p i r c a 

•-ntat ive siTiple of t r a f f i c to s-udy? 

0 And are you f a m i l i a r with c ^ ^ H l c h you 

w«-re r e q u i r e d •. o t • - t h e i n f o r m a t i o n which ycu w^-e 

ALDERSON REPORTING COMPANY. 'NC. 
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!, . . i - u a J. X r e q u i r e d t o p r o v i d e t h a t s t a t i s t i c i a n t o a l l o w hi*" t c 

develoD the r? pr? se n ta t i v ~- s a ^ - l e ? 

A Yes . 

3 From your knowledge c f the manner i n wh ich t h e 

p r i m a r y a p p l i c a n t s s a l e c t e d t h e movements - - would y o i 

r e f e r t c t h e movements c o n t a i n e d i n t he wcrk papers? 

Were t h e i r a c t i v i t i e s c o n s i s t e n t w i t h what your 

a c t i v i t - e s wculd have been bad you be^n w o r k i n o w-^th t h e 

s t a t i s t i c i a n t o s e l e c t a r e p r e s e n t a t i v e sample? 

A I d i d n ' t f i n d a n y t h i n a i n t h ^ work pacer - -e-. t 

i n d i c a t e d they f o l l o w e d t h e sarr- t ypes cf c r o c ^ d u r e s we 

w o u l d . 

Q eow, Mr . W i l s o n asked you a cu^^stion w i - h 

regar ; t o r o u t i n g c o n d i t i o n s v i a D a l l a s . I gu.=>ss 

p r o t e c t i v e c o n d i t i c n s i s what we would c a l l i t . .'• - ' 

am g o i n g t o ask you t h i s a u e s t . c n . 

Would KCS be w i l l i n g t o accep t and c o n s i d e r 

i t s e l f adequa te ly p r o t e c t e d s h o u l d t he a p p l i c a n t s be 

a l l o w e d t " merae w i t h t r a f ^ ' i c p r o t e c t i v e c o n d i t i o n s 

r e q u i r i n g them t o m a i n t a i n open th? P ic D aateway? 

A " e. 

3 C o u l l you exp la n why n o t ? 

A ^ i r ^ p l y because -'ust h a v i n g p r o t e c t i o n f c r a 

r o u t e s t i l l de,-s ne t c i v e you adeauate p r o t e c t i o n t y 

v i - t u e o f the f a c t t h a t i f you ar"^ d^^elie . - ; -

ALDERSON REPORTING COMPANY, INC. 
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t ypes o f t r a f f i c such as TCEC c r o t h e r t y p e s o f t r a f f i c * 

non-IDFC t r a f f i c , i f you d o n ' t have th^- same r o u t i n g 

c a p a b i l i t i e s as your c o m p e t i t o r , you weuld not have the 

c a p a b i l i t y o f s e r v i n o t h e s h i p p e r s ' needs . 

And I . e n t i o n e d no t t oo l o n g age t h a t we had 

a l r e a d y e x p e r i e n c e d t h i s t y p e o f an o p e r a t i o n where the 

Santa Fe has , p r i o r t o November, I b e l i e v e , has been 

o p e r a t i n g w i t h us or the e'ig D r u n t h r c u g h , and l i ; ' - Ely D 

runt .arough i s c h a r a c t e r i s t i c of singl--> l i n e s e r v i c e . 

We have an equipment poo l e -^ t ab l i shed by the 

Santa Fe and t h e SP t h a t runs between S h r e v e p o r t and 

Brownwood end a l l o w s t h e t r a i n s t o be band ied on a 

r u n t h r o u g h b a s i s . A f t e r l e a v i n g Erownwood, they az--z e f f 

t o w a r i s — t o t h e C a l i f o r n i a s h o r e s . 

S ince November - - w e l l , I d o n ' t r e c a l l the 

s p e c i f i c d a t e , but s i n c e November, anyway, th-^-y bav^ 

n o t i f i e d us t h a t they no l o n g e r w i l l accept our T r a i n 5u 

and r u n i t t h r o u g h on t h e i r ^ r a i n ==7= a.- t h i s f . o i n t , and 

a l s o T r a i n 5U, which was our ==xpedite'-' se rv ice- t r a i n , 

was l i m i t e d t o c n l y TOFC t r a f f i c . 

T her f r e e we no 1 •; •— have > - - - n n - h s c i a b 

t r a i n c p e r a t i o n over D a l l a s cn westbound t r a f f i c . Vow, 

what t h a t means t o us i s , t h a r a i s g o i n a -o ee a 

downgrading of s c h e d u l e s , a dcwngradin>7 of se rv ic - - t o 

th--- p o i n t wher-- ŵ -̂ may not be i n ccn re - i t i o n be 

ALDERSON REPORTING COMPANY. INC. 
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7652 

c o m p e t i t i v e w i t h t h a S o u t h e r n P a c i f i c any more. I t i s 

k i n d o f l i k e a s e l f - f u l f i l l i n a p r o p h e s y . 

3 One g u e s t i o n . You sa id t h a t 5U was c o n f i n e d 

t o TOEC t r a x f i c . Do ycu mean was p r i o r t o '.iovember, 

a f t e r — 

HF. WILSON* Your Honor , I o b j e c t t o t h i s 

q u e s t i o n . Th i s i s way beyond the scope o f my c r o s s 

e x a m i n a t i o n . I t i s a nt-* j.-uLject. I'CS i s i n t r o d - u c i n c 

her €. 

JUDGF H O P K I N S ^ Y o u are goi.ng bayond . 

MR. D R E I L I N C r ^ ^ ^ l n k , ^ o u r " o n o r , i t i s 

w i t h i n the scope . Mr . ^ i l s c n i n q u i r e d a g r e a t d e a l on 

t h e q u e s t i o n of r o u t e c l o s i n g s . 

JUDGE HOPKINSi As o f t h i s p c i n t , bu t ncl 

a r e g o i n g f a r beyond what he was q u e s t i o n i n a a b o u t . 

MR. DREILING: Then I w i l l w i - h d r a w t h e l a s t 

qua s t i o n . 

JUDGE HOPKINSi ^hank you. 

MR. DREILING* Wxth t h a t , I have no f u r t h e r 

qu^-sti ons. 

JUDGE HOF'-'IV'^: A n y t h i n a f u r - h e r ? 

MF. VILSCN; T have one q u e s t i o n now i n l i g h -

o-*̂  t h i s new s u b j e c t you b rouoh t u p . 

RECROSS EXAMIN • " I C . 

-'^ MR. WILSON; 

ALDERSON REPORIING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, D.C 20001 (202) 628-9300 
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76 ^3 

: r easons t c r 

C Were you i n f o r m e d t h a t t h e reason why t h « 

t r a i n o p e r a t i o n s had b-oen t i o d i f i e d a t D a l l a s was a l a r k 

o f bus iness? 

A The o n l y t h i n g t h a t T am awar^ c f i s , we 

r e c e i v e d n o t i f i c a t i o n cn» day t h a t t he s e r v i c e was 

c n a n g i n g w i t h o u t any i d e n t i f i c a t i c n of reasons f o r the 

ch a ng? s . 

MP.. ; I L S O K J Ckay. Thank y e n . -"ba* i s a l l . 

JUDC^ HOPKINS: That i s a l l ' 

" K . C-PCTLINr; v^u r Hon-^r, T o f f e r " r . T l c - h ' ' -

thr-^-e v - ^ r i f i e i s t a t e r e n t s , KCS-12, K C - - 1 U , an̂ " ^ r ^ ' - i ' ^ s 

cor rec t^ -d ind '''CS-16 and 18 i n t o e v i d t r n c e . 

JUDGF HOPKINS; ' n y o n j e c t i o n ? 

( ' c spcnse . ) 

JUD3S HOPKINSi They w i l l h - rscc-iv---d i n 

• V:" ' 

TUDGE HCFKTN'^; Ycu ->.r=̂  e x c u - - ' . ''"'ank you. 

{ ' . ' i t n - s s excue--- i . ) 

MR. WILSON; ' 'our • ' ^ - ' ' r , I m( 

E x h i b i t s SPSF-C-'^- • ' C - i o c . 

, : • ; ^ ey cb: 

• 'E. Z:̂ ?.̂  LZ'-i'^-t " e . 

JUDGE HOPKINS; They w i l l t--• rec^iv-'' 

cn c-

e V1 .-i ? e c e , 

(Th^ •-• r r G t c , 
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p r e v i o u s l y marked f o r 

i d e n t i f i c a t i o n as E x h i b i t s 

Nuirber SP^F-C-99 and 100, 

were r e c e i v e d i n e v i d e n c e . ) 

JUDGE HOPKINS: The nex t w i t n e s s ? 

Wharaupon, 

OTi: : . PURGE 

was c a l l e d as 3 w i t n e s s , and h a v i n g been f i r s t d u l y 

sworn , t o o k t h e s t a n d , and was examined and t e s t i f i e d as 

f o l l o w s; 

EIRECT EXAMINATION 

BY •'R. DREILING: 

3 Mr . Pura'^, would you s t a t e your name f o r tha 

r e c o r d ? 

A My name i s O t i s ' " u r g " . I am the a s s i s t a n t 

v i c e p r e s i d e n t of o p e r a t i o n s o f t h e Kansas Ci*:y 

Souths r n . 

0 Have yoa p r rpa r? - i an"? s u b m i t t v . ! a v -~ r i ' " i ed 

s ta t f^ment i n t h i s p r o c » ^ e d i n a on b e h a l f cf y s i n 

K C - I U ? 

A 1 h ave . 

3 And do ycu have t h a t s t e t e r f - n t i n f r o n t cf 

yeu ? 

A 

j 

Yes , T l o . 

"'O you have any c o r r e c t i o i . s which you w 

ALDERSON REPORTING COMPANY, INC. 

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



9 

1 

2 

3 

4 

5 

6 

7 

5 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

76^5 

make t o t h a t s t a t emen t? 

A Yes, T d e . 

3 Would you t e l l i " wr-, a - - ' l i t s o r ' - e c t i o n i s ? 

A Paae 3, Line 10 f rcT; t he t o p , t h e word 

"Bar-^ tow," the t h t r d word f r o m ^ I H j ^ ^ ^ * ' ' -^^^"-^^^ ^'^ 

changad t o "Brownwood." 

Do you hav*,. any f u r t h e r changes o r 

Tf \ ioT. s ? 

A Yes . Pace 9, t h e f o u r t n l i n ^ f r c m tha b o t t o ; ' , 

where i t says "average d a i l y t r a i n " s h o u l d be "a-.'e-rage 

c a r s p er t r a i n . " 

I n the a p p e n d i x e s , Append ix , Pag'=' 1 cf 6 , i n 

the c a p t i o n of aach of t hose ba r g r aphs th? wcrd " d a i l y " 

should be chanced to " t r a i n a v e r a g e . " 

Tha t i s a l l the c o r r e c t i o n s T i iave , 

3 With those c c r e - e t i o r s , -".oe;;- t h i s c o n s t i t u t ? 

y o u r t esti.mony?^*;^ 

A i t 

3 Arc t h e l H V ^ t h e r e i n s - a t e d t r u e and c e r r e e t 

t c ta ? bas t of your knowledge and b e l i e f ? ^ i ^ ^ ^ ^ B ' 

"'P. r 'PFi 'LI '-Gi ' a t h t h a t T o f f e r ^'r • ••urc'^:'" 

t<^st iTony i n KCS-IU as c o r r e c t e d . 

KR. »'0ATES4 N'o e t j e c t i o n . 

JUDGE HOPKINS; I t w i l l i ved i n 
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ev idaa c e . 

Thank you v ° r y much. 

(Wi t . i ess e x c u s e d . ) 

MR. RAKER; Your Honor, KCS c a l l s H i l a r y 

R a w e r t . 

Whera'j pon , 

HILARY RAWERI 

was called as a witness, and having been f i r s t duly 

sworn, took the stand, and was examined and testified as 

f o l l o w s: 

mm DIRECT EXAMINATION 

BY MR. RAKER: 

3 M r . Paw^»r t , have you f i l ^ d a v a r i f i e ' - ' 

s t a t e m e n t i n these p r o c e e d i n g s which i s c o n t a i n e d i n 

KCS-12? 

A Yes, s i r . 

3 And i s t h a t the v e r i f i e d s t a t e m e n t which bears 

your v e r i f i c a t i o n da ted S-ptewber 5 t l i , 129814? 

A Yes, s i r . 

3 You a l s o s u b m i t t e d e r r a t a t o t h a - v e r i f i e l 

e s n t , wnicb --•rrc'ta =; ; - - h i n <Cr"-i ' ' 

mmm^ 
KCS-18 ? 

A Yes, s i r . 

3 Hav-i you any ' ' her c o r r e c t i o n o cr 

m o d i f i c a t i o n s w h i c h you w i s h t o ma<:v * - ; 

ALDERSON REPORTING COMPANY, INC. 
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you r v e r i f i e d s t a t c i r . en t ? 

A Y e s , c i r . At ^^lae 7 , u r . i e r I tem 1, - h a t 

shou ld read " f r o m t h e per ne-n an-* Tileag<= ra-es as 

c o n t a i n e d cn t h e sample s t o d y r e c o r d s . " 

3 Now, i s t h i s i n the second l i n e o f I tem 1 on 

t h a t page? 

A Yes, s i r . 

MR. .'O.ITES: Would ycu r e p e a t t h a t , M r . 

Ra wert ? 

THE WITNESS; A""' - tho comr a i t sheuld r e a l , 

"from t h e per diem and mileag--- r a t e s as c e n t a i n e d cn t h e 

sanpl? s t u d y . " ^ ^ ^ ^ ^ ^ ^ ^ 

"F . MOA'̂ ES: A r e l ^ ^ ^ ^ ^ B r t o df-l<-.-r, 

word " a c t u a l ? " 

•̂ FF 'aT:JESS; Y-e. 

Ŷ "R. ='AKER; (Resumina) 

0 ^o a f t e r the com"<.a i - ' what as co r " i , 

Mr. P3wert' 

A T'-. s h o u l d read " f r e m the per di>--

r.etes a'J c o n t . : i n ^ i on '.n.ole s t u i y y . - r - ^ r . ' 

mmi9̂m̂jimsm̂  A n v ^ 1, n'« ^ 

3m99 
K No, s i r . 

2 As " . o i i f i e d by t h e c o r r e c t i o n whi'-t , ycu .-:ust 

made, and by tne o t h e r c o r r e c t i o n s c o n - d i n e d : -16 

^ r . i j — your v e r i r * - - . • . - • - . ' ^ o f 

ALDERSON REPORTING COMPANY. INC. 
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your knowledge and b e l i e f t r u e and c o r r e e - ? 

A Yes, s i r . 

3 Do you adopt i t as your t e s t i m o n y " ' 

A Yes , s i r . 

MR. RAKER: That c o n p l e t a s my l i r 3 _ -

e x a m i n e t i o n , s i r . 

JUDGE HOPKINS; Thank y o u . 

mm mm 
765P 
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CROSS EXAr.INATIuN 

BY "R. MOATES: 

Q Gccd a f t e r n o o n , * ' r . Rawer t . !'y nam-- i s 

" c i t e s , and I am a t t o r n e y f c r cne o f t h e A p p l i c a n t s . 

On page 2 o f your t=>stimony you i n d i c a t e i n 

the t h i r d f u l l p a r a g r a p h the purpose of t h i s v e r i f i e d 

s t a t e ' n e n t . I want t o make c :e what t h a t i s . 

^llpljj^llPjp I t ake i t t h e r e t h a t the purpose i s t o do two 

t h i n j s , t o deve lop app rop r i a - - ^ u n i t c o s t s t o be = - c l i v ' ' 

t o the t r a f f i c t h a - Mt . P l o t h - r o j c c t c d t h ^ '•^ansas C i - y 

Southern would l o s e i f t h i s merger were a p p r o v e d , i s 

t h ^ t r i g h t ? I s t h a t f . s Y -•UK'-Z-Z -.ne? 

A C o r r e c t . 

3 Task nunber two was t o i c t h " same t h i n e , 

namely , to dev^^lop a p p r o p r i ^ - - u n i t ccst 's ' .-eeci i 

w i t h t r a f f i c t h a t he p r c j e c t e - * would i e i i v o r t e d i n what 

we w i l l c a l l h i s g a i n s t u ' i e ^ , whi~h I hope you and I 

w i l l unde r s t and means the . s o - c a l l e d r e c a p t u r e d t r e f f i c 

and t a o t r a f f i c f r o m I """.s. 

A Yes, s i r , t b ' = ' ' • c o r r e c t . 

3 Now, yc veu n c - , • • "id 5 

0^ your t r - i f f i - : - , on '"a ' '.nd 2 , su "r̂ ?. r i r - ^ - h ^ 

r e s u l t s of your a n a l y s e s f e r those twc d i f f e r e n : "esks , 

hav e n ' t you? 

A Yas, s i r . 
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3 And you have changed the numbers i n bo th o f 

those ta^ ' 'es t w i c j i n the l a s t few weeks. I t h i n k Mr. 

Raker j u s t r e * - r r ? d to your f i r s t changes , were f i r s t on 

Decenber 18, and you changed them a g a i n on January 8 . 

L e t ae ask you f i r s t o f a l l , d i r e c t i n g y c u r 

a t t e n t i o n t c Tab la 1 on page U , how i s i t , s i r , i n t h ? 

most r e c e n t i t e r a t i o n c f your changes - - I t h i n k I have 

g o t t h r i r i g h t numbers, and i f I m i s s t a - e o n e , c o r r e c t r-e 

because I went out o f the room to w r i t e these t h i n g s i n 

t h e r ? — i f I have the numbers r i g h t oq. t ^ ^ ^ p s t r e c e n t 

changa, you have i n d i c a t e d t h a t you redue5'3'~*'^e g ros s 

revenue a a i n s on the IFMA t r a f f i c by about |3 '=no , b u t a t 

t h ? same t i m e you mc naged t o reduce y o u r -xpenses l y 

about I ' . 8 m i l l i o n . 

Can you e x p l a i n t o me how t h a t phenomenon 

A Yes , s i r . That was a r©?a'l '^ d'F'^fi'is 'Wr^ g a i n 

s t u d y , as I r ; c a l l , where we - - wh.='re c n l y p a r t i a l ca " -̂

were j c i n g t o be r e a l i s e : y Mrs , and i t i n v o l v e d r e a l l y 

a r e r o u t e t y p e a n a l y s i s , and we had ao t h r o u g h and 

l o c k i t the e l i rcut--^ - . r ' new rout^- a''*z.-z th» •";-r-;s 

and coiT.e up w i t h t h e d i f f e r e n c e s , t h a t was what 

r e s u l t e d . ^^^u^^^^gllllglll 

3 W e l l , how i s i t t h a t you d i i n ' t l i s c c v e r thase 

P a r t i a l r e r o u t e s and the revenue e f f e c t s of these 

ALDERSON REPORTING COMPANY, INC. 
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3 

r e r o j t e s u n t i l January 8 or s h o r t l y b e f o r ? then? 

A ' J e l l , s i r , t he t i m i n g i n t h i s whole s t u d y was 

3 v e r y t i g h t , and a f t e r our da ta was s u b m i t t e d , we 

4 r e v i e w e d and r-^viewed and r e v i e w e d , and s e v e r a l t h i n g s 

came u p , and we t r i e d to g e t e v e r y t h i n g we p o s s i b l y 

c o u l d c o r r e c t e d . I t c e r t a i n l y w a s n ' t i n t e n t i o n a l , I can 

assure y o u . 

8 3 No w, l e t me make sure I u n d e r s t o o d a g a i n . You 

9 s a i d t h i s was a r e s u l t o f c e r t a i n p a r t i a l r'=-reutes? D i d 

10 I unde r s t and you? 

11 A W e l l , i t was i n t h e Gains 2 s t ady where i t 

12 i n v o l v e s r e a l l y a r e r o u t e a n a l y s i s comparina an o l d 

13 r o u t a w i t h a new r o u t e . I t was p a r t i a l , had t o do w i t h 

14 p a r t i a l g a i n s . 

15 3 W e l l , a g a i n , r e c o a n i z i n g t h a t t h a t i s what i t 

16 had t o do w i t h , what was i t about those p a r t i a l g a i n s 

17 t h a - ee s u i t e d i n y c u r d e t e r m i n i n a t h a t ther'=^ shou ld bê  

18 o n l y |35C0 i n gross r e - - : d l ? i te the f i a c r e you nad 

19 v - v i o u s l y s u b n i t t f e c l , but t h a t f o r scee r e a s o n , these 

20 p a r - i i i a a i . i s caused K C t o i d e n t i f y a r T r f S ' I T i e n a"! :|1.9 

21 m i l l i o n o f exp^ns^s w i t h t h i s t r a f f i c ? 

22 A What 335C0 ara ycu r e f e r r i n g to? 

23 3 I am r e f e r r i n g t o the d i f f e r e n c e l e t w e e ' 

24 ^90 ,156 ,016 an"* ?9G,959 ,56a , which i s th? d i f f e r e n c e 

25 between your second and t h i r d e r r a t a . 

ALDERSON REPORTING COMPANY, INC. 
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A Now, t h a t has t c do w i t h reve^^ues, and t h a t 

comes f rom Mr. P l o t h . I deve loped the c o s t . 

3 A l l r i a h t . Tb'^n l e t ' s l o o k at t h e cos t 

n un t e r . 

The d i f f e r e n c e , you would a j r e a w i t h me, 

r o u g h l y between ? H 6 - 9 m i l l i c n and f 8 5 . 1 m i l l i o n , - b a t i ; 

t he $" .8 m i l l i o n I 3m_ t_e_£_8£ring t o . 

A Yes, s i r . ^ W B P ^ " 

3 Where d i d t h a t come f rom? 

A T h a t , IS I p r e v i o u s l y e x p l a i n e d , was th--^ 

d ; i f f ? r ? n c ? i n tha c o s t f r o m t h e p r e s e n t r c u t e and t h e 

prcposed r o u t e . The f i r s t s u b m i s s i o n l o o k e d c n l y a t t^: 

new r o u t e . 

3 T see. The f i r s t s u l T . i s s i o n d i d n ' t l o o k a t 

t h " r e r o u t * - a a t a l l . 

A No, s i r . 

3 T s-̂ ê. 

D i d n ' t you t h i n k i t a p p r o p r i a t e t c draw t h a t 

t a c t t o t h e Commission and p a r t i e s ' a t t e n t i r : ;•"-.; 

f i l e d t h a t s t a t emen t? 

A 'i - i d as s c n a s -

3 Oh , T d o n ' t n êan t h a < | | H P P H | H i P «cul ' - nave 

been a p p r o p r i a t e t o p u t i n a f c o t n o t e a t l e a s t or 

someth ing i n d i c a t i n a t h a t the numosr t n a t you shcw-^ ' :e 

Table 1 f o r ex; . . ;e- i rpl3t- ;^ or i n c ' 

ALDERSON REPORTING COMPANY, INC. 
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r e r o a t e s , t h a t you planned tc look at that l a t e r ? 

A Well, I assumed t h i s was a l l part of the gain 

study, and t h i ' - i s what you have tc ao through t o com? 

up with the gains, 

3 Mr. Rawert, were you i n s t r u c t e d by anyone at 

\CS involved i n t h i s p r o j e c . that i t would be most 

h e l p f u l i f the c a l c u l a t i o n of net revenues from the IH^A 

wouli show the IRMA would be p r o f i t a b l e ? 

A No, s i r . 

m i i F 3 Were you i n s t r u c t e d t h a t the IRMA, as M r . 

C a r t e r d e s i r e d i t t o be i m p l e m e n t e d , would f u l l y 

compensc*e SPSF f o r i t s o u t - o f - p o c k e t c o s t s , and i n 

a d d i t i o n , p r o v i d e them a - - p leas? note my f i n g e r s - - a 

s m a l l p r o f i t ? 

A Yes, s i r , T t h i n k th =• t i t t p o l i c y . 

3 When were you t o l d t h a t ? 

A W e l l , I heard i t yes t e rday i n t h e h e a r i n g 

room . 

3 I s t h a t t h e f i r s t t ime you heard i t ? 

A Yes, s i r . 

Wer--" you c i v e n ='.ny s i m i l T kin.'.s c f d i r ' - c t i 

o r i n s t r u c t i o n s or p o l i c y g u i d a n c e , i i T can c a l l i t 

t h a t , b e f o r e you i n i t i a t e d these s t u d i e s ? 

A So, s i r , o n l y t h a t I had a a^^reral 

u n d e r s t a n d i n g o f what the IPMA was. 

ALDERSON REPORTING COMPANY, INC. 
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0 Has t h e r e any d i s c u s s i o n of which you ar€ 

aware o r i n which you may have p a r t i c i p a t e d a t any t ime 

about the d e s i r a b i l i t y o f t h e ga in s t h a t KCS wculd shew 

i t would e n j o y as a r e s u l t o f IRMA and t r a c k a g e r i g h t s 

not exceed ing t h a l o s s e s t h a t you p r o j e c t t h a t you would 

s u f f e r as a •^esult o f t h e merger? 

A I d o n ' t know t h a t I u n d e r s t a n d t h a t q u e s t i o n . 

3 W e l l , I t h o u g h t i t was c l e a r , b u t l e t t r y 

i t ag a i n . 

Are you aware o f any d i s c u s s i o n s , or d i d y o i 

y o u r s e l f p a r t i c i p a t e i n a.iy d i s c u s s i o n s o r r e c e i v e any 

d i r e c t i o n s o r g i v ? a ry d i r e c t i o n s , any of those 

p o s s i b i l i t i e s , about t h e d e s i r a b i l i t y ef t h e n.-'t revenue 

-.mmm 

A f r e e t s o f KC^'s c o n e i t i o n s , we w i l l c a l l them i n t h i s 

case, g e n a r a t i n g ne t r - jvenucs t e you t h a t w c u i i b-̂  

are?t_-r t han or l e s s t han t h e ne t revenue e f f - - . ~ t s t h a t 

you p r o j e c t would o c c u r f r o m d i v e r s i o n s f r o m KCS? 

A Ko, c i r , I had ne '^u'-h r i ^ - - - - i o n s . 

A l l r i a h t . 

Ey t he way, a i ? - a i l q u e s t i o n 

On page 5 under "ab^e 2 , ycu roj 

s o n t e a c e , "KCS's 19^3 c o s t ^ , ^-nd thus i t s a v o i d a b l e 

c o s t s , were s i g n i f i c a n t l y l o w e r i n 19 8 3 t h a n i n 19 82 . 

Do you see t h a t ? 

A R i g h t above C a p t i o n ?? 

mm 
99m 
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Q R i g h t , a re you w i t h me? 

A Y P S , s i r . 

Q How d i d KCS's 198u c o s t s c c i p a r e w i t h i t s 1 9 ° 3 

cos t s ? 

A I d o n ' t know how i t s 198U c o s t compares w i t a 

i t s e 1983 c o s t y e t . 

Q You d o n ' t have any idea? 

A No, s i r . 

0 Now, j u s t so the r e c o r d i s c l e a r and t o make 

s u r e 11 y u n d e r s t a n d i n g i s a c c u r a t e . T a b l e 2 , Mr. Rawer t , 

r e p r e s e n t s a r e s t a t e r e n t s i m p l y o f Tab le 1 , d o e s n ' t i t , 

' jnder some d i f f a r a n t assumpt ions? 

A Yes , s i r 

Q S p e c i f i c a l l y , Tab le 2 r e p r e s e n t W l f r e s t e t . 

o f the f i r s t co luh in , t h e l o s s s t u d y , t o l e f l e s t 1 3 i s 

th»"̂  base y e a r , and t h e e f f e c t o f d e p r e c i a t i o n 

accou.i t i n g ? 

A That i s 

3 Have you made a c a l c u l a t i o n cf the c r o s s 

revenJ <=-to-excens? r a t i o , T w i l l c a l l i t , tha ' : i s 

a s soc i atea w i t h your r e s t a t e d l e s s t r f i c - * u ^/? 

A No, s i r , bu t I r - t - ca l l i r coming up i n the 

h e a r i n g t h e o t h e r day , and T b e l i e v e i t was 1.22 

per een t . 

Yes , s i r , t h a t ' s c o r r e c t . Cooe memory. 

ALDERSON REPORTING COMPANY, INC. 
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And do you r e c a l l the same f i g u r e beina 

d i sc j s sed wi th respact to the gross r e ven ue-to-e xpen s ? 

r a t i o of the recap ture of the gains study? 

A 

3 

Yes , s i r . 

Pnd do you r e c a l l t h a t number t h a t was 107 or 

1.07? 

A Ye c^ s i r . 

Q Wer? you aware of those revenue- to-cos t 

r e l a t i o n s h i p s be fo re t ha t tes t imony yesterday? 

A W e l l , I d i d n ' t s p e c i f i c a l l y look at them, b i t 

i t appeared to be marginal to me. 

3 Okay. 

Now, I would l i k e to go to page 6 and s t a r t 

discussing some of the adjustments you made here, but I 

think we ought to have — a time out while you recover 

your papers. 

(Pause) 

A l l Tet, '•r. Rawert? 

Yes, we w i l l t r y i t again. 

3m^^ 
mm99i 

3 A l l r i g h t , s i r , I was going t o ask you a 

foundation question before I cemm«^nce t h i s l i n e . 

A Did you r e f e r to a c e r t a i n page? 

Q Sure, I'm going t o be askina you about tne 

adjustments th a t s t a r t i n your d i s c i s s i o n on page 5 and 

go on through the loss study. 

ALDEK.SON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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A A l l r i g h t , sir.^^^^^ggnii^^ ^^^^^^^^^g^m^^ 

,,, . ̂ ^mmmmi^ . '^mm *^^^m^m^ 
3 A l l I want t o do as a f o j n d a t i o n i s to sta t? 

f o r the record t ha t you c o n f i r m f o r the record t h ^ t fo r 

purposes o f developing u n i t costs a p p l i c a b l e to the Loss 

d i v e r s i o n s tudy, t h a t you i n f a c t created a mod i f i ed 

Kansas C i t y Southern R a i l Form A, i s tha t -..ight? 

A Modif ied costs tha t were developed from Pai l 

Form A. 

3 Were developed from P a i l Fc/m A, a l l r i g h f 

t h a t ' s a b e t t e r way to say i t , okay. 

mijlgpil^ And tha t m o d i f i c a t i o n or those m o d i f i c a t i o n s , 

I ta t? i t , ara l i - cus sed at pages 6 through 10, 

cor rec t? 

Yes, s i r . 

Okay. f 

DiregtJ., a your a t t e n t i o n f i r s t te page 6 -• 

A l l r; 

I n the second, w-11, i * i s the f i r s t 

A 

3 

A 

0 

f u l l paragraph, the or i n the middle of the page, i t 

99^ 
says "Thus KCS's '82 and ' 8 3 Pa 11 Form A v a r i a b l e co-sts 

w^rc -adjusted tc exclude a l l o-.eeral c .- • 'd exr » 

c a p i t i 1 cos t s , and the remaining way ^nd s t r u c t u r f ' 

maintanance expenses other than roadway t rack 

maintenant:e" - - and you g ive the account numbers - -

"whic.i ara a v o i j a b l e . " 

ALDERSON REPORTING COMPANY, INC. 

20 F S"'., NW WASHINGTON, D.C. 20001 (202) 628-9300 

• - 'i 

n 
u u 



'9m-
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 

. J j j ^^ l ^ ' 

^^9wi M" A Ye.s# s i r 

IMP 3 F i r s t of a l l , I s t ' s t a l k about the e l i m i n a t i o n 

of general overhead expenses. 

B r i e f l y , Wr. Rawert, what i s inc luded i n 

general overhead? 

A W e l l , e s s e n t i a l l y i t i s the ccst of account ing 

ani t r a f f i c . 

Q Soifletim?c r e f e r r e d to as superv i s ion and 

admini s t r a t i o n ? 

A W e l l , ad minL-^trat ion I t h i n k more than 

superv i s i o n . 

Q A l l r i g h t . 

And d id you e l imina .e that i V R M B I V ^ i ^ 

ove the .d expenses, f o r purposes of your c o n s t r u c t i r g or 

a d j u s t i n g these R a i l Form A costs? Did you e l i m i n a t e 

them 100 percent? 

A Yes, s i r . 

3 Okay. 

Wha percentage cf - c t a l v a r i a b l e cos t s , 

roaghly speakin; i , what parsentaow of t o t a l va r i ab l e 

costs are r epr'-'S'^nt ed ty " - n . - r - i l over' xp« r.s '-s? 

A Wel l , T d o n ' t know exac t ly what i t i s , but I 

would guess i t to be around 10 percent . 

3 Around 10 pe rcen t , okay. 

You were here yesterday f o r my ^'xamination e 

999 

..iim^^^mim.-

mm 
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^mm 
M r . C a r t e r ? 

A Tes , s i r T 

3 Okay. 

A Net f o r t h e e n t i r e c r o s s , b u t I was here f o r 

p a r t o f i t , y e s . 

Q Were you he re f o r t l i e p o r t i o n where we 

d i s c u s s e d the — M r . C a r t e r ' s p l ans o r Kansas C i t y 

S o u t h e r n ' s p l a n s f o r s t a f f i n ^ ^ ^ " * A t e r r i t o r y w i t h sevan 

a d d i t i . c n a l s u p e r v i s o r s ? 

A 

3 

Yes, s i r , 

C p e c i f i c a l l y how did you account *or t hi wmmm 
o f those seven or more s u p e r v i s o r y peop le t h a t w i l l be 

added under IPMA? 

A W e l l , my purpose was t o d e v e l o p c c s t s f o r pro 

forma p u r t o s e s , and I cam^ up w i t h t h ^ a d d i t i o n a l , t h " 

a v o i d a L l e cos t t o te l o s t , and the a d d i t i o n a l c o s t t c be 

g a i ned . 
Now, t h - i t p a r t t h a t you are z: - • z n - i .-^t-.ut 

- o s t , and the a 

mmL^ 
t h a t i n v o l v e s the seven supervisors Mr. Graf has 

incluled in his pre formas. 9 9 / ^ 9 9 f ^ 

Q Do you know or what ' ' • in'-ln'* d 

those numbers? mm |P 

What fi g u r e s Jid he use for th? cost of 

emnloying those people? 

A I wculd suggest t h a t you t a l k to . 

ALDERSON REPORTING COMP*.'V, INC. 

20 F ST,. N.W., WASHINGTON, D.C, 20001 (202) mm 
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mm 

A l l r i a h t . Then 1 w i l l s k i p t h i s s e r i e s o f 

about t h a t . I ^^ n o t r e a l cure J u s t what numbers he 

used and where t h e y came '•'rom, 

3 

g u e s t i c n i . and we w i l l v i s i t them w i t h Mr. Graf. . 

Let me ask you t h i s ques*' ' 'oni what wou ld 

happen t o your expense — s t r i k e t h a t . 

What would happen t o your gross 

r ev enu 5 - t o - e xpen se s ra t i . ha t w« j " c t d i s c u s s e d on page 

5 i f you had f a c t ^ t ^ d back i n t h a t r o u g h l y 10 p e r c e n t 

f o r : j ? n e r a l overhead? 

A W e l l , f i r s t o f a l l , w c u l d n ' t f a c t o r i t bac 

i n . 

3 I r e a l i z e you d o n ' t wan- t o do t h a t . 

A W e l l , i t i s n o t ^ j | j | | | i c a b l e ' --caus? we are 

dfeal l r -' w i t h p ro f o n r a s . 

Now, what a d d i t i o n a l co; • t I ^ ^ B S p i c k up as 

a r e s j l t o f these g a i n s , or what d i d we l o s e as a r e s u l t 

of th? l o c s e ' , no-;, we are not go ing t o change any cf 

our 7?nera] ov.^rh?a1 c o s t s a.s a rf - u l - . ef - h i s , so why 

mmmk 

should I add a n y t h i n g or take .i ny th i l W ^ ^ a v ? 

3 I s the answer t c my " • ion t h a t yeu d o n ' t 

know what th«^ • ' f - * would '̂ e i f you had not - - l i m i n a t a d 

g e n e r a l overhead expenses on the expense numte'- sYo m i n 

-r- y 1 ̂  r̂  ^ ^ ^ ^ ^ ^ ^ m ^ l ^ ^ ^ ^ 

^^^^^ ^^IPP^^P^ 
A W e l l , f i r s t o f a l l , T d o n ' t t h i n k 

mmm-. 

^m 

m 
lY. -mr"-
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approp r i a t e . 

3 I understand t h - t , e i r . I w i l l accapt your 

statement you d o n ' t t h i n k i t i s a p p r o p r i a t e . 

Now, r am askina you to issu-.e t h a t you , f o r 

whatever reason, or someone e l se , d i d n ' t e l i m i n a t e 

gene ra l overhead and put i t back i n . 

A What i t would do to he cost? 

0 What would .^t do to the expenses? 

A I d o n ' t r e a l l y know. I haven ' t done t h a t . 

3 The next exc lus ion about which you speak cn 

page 6 r e l a t e s to c a p i t a l cos t s . 

Do you see that? 

A Tes, s i r . 

3 And I would l i k e to d i r e c t you: ' - t nti'-'n 

t h i s I eg&rd back t c pane u fnr a minute, i n the mi 1 ii^ 

paragraph whore you explain t h a t -̂he Table 2 which 

ref l a s t s 1983 in d e p r a c i a t i c r accounting, as .z---et 

minute ago, was i n your words ''andi'ol by the 

Cc-mis si o n . 

Dc you <-• -. - hat reference? 

,R. Yes, s i r . 

3 'iow do you know what the T 

you r?view the apprcpriat-- c r i e r s f o r ^r-^ rr* . - . ' - ' • . ion 

of costs and .»XD.-»se evid^nc-' in t h i s proceeding ' 

A Wel l , I t h i n k I mention'^-' " - -"• - - ' in 

ALDERSON REPORTING COMPANY, INC. 
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— w . ^ ] l , I T 

mmm 

t he f i r s t p a r t o f m | ^ ^ ^ B i - ' ^ ° " Y • page 6 . That 

i s what I have r€:-ferenca t c , and — w - ] l , I ' m s c r r y 

Th a t i s n o t i - . 

Would you r e o u a t e t h e q u e s T l | ^ ^ H | i ' ^ » p lease? 

0 Y e s . I wanted t o know whether t h a t r e f e r e n c e 

on pa ie U was a s u g g e s t i o n t o r e t h a t you had ' - av iewe i 

the v a r i o u s o rde r s t h a t t he Coirmission has en -e red i n 

thesa p r o c e e d i n g s d i r e c t i n a p a r t i c i p a n t s t c do c e r t a i n 

t h i n g s i n t e r n s of how they s t a t e exp-n-es and c o s t s . 

A T h i s was what I was adv i s ed to dc by c o u n s e l . 

3 D i d ' ou y o u r s e l f r e v i e w any of th-^s? o rde r s? 

A I d i d r e v i e w a two-page c r t h r e e - p a a e a r t i c l e 

a t on? t i m e , y ^ ^ ^ - ' r . 

3 An - ' .r*-icle? 

A Or a d e c i s i o n . 

HR . •'DATESi Your Honor , T w o u l i l i i * ? t o show 

t h = w i t n e s s a c o u p l e o f TC.C - r d e r e . e"- t .hink i t i ; 

T>9( -e - -^ ry *-n T. o - h e m . We h=»ve c o p i -
^^^^^ 

yeur Honor . These are d e c i s i o n s I n t n 

s c € c i f i ca 11 •/ r.- c i s i e ns i r . - i 5 . 

Tha f i t - ; :. - r v - i 

IQf^U. D e c i s i o n was "arch r '0 , 19au. 

PY MB. "Z t 'Cr ' ^ i ( e'^-urcie-^) 

3 " r . R a w e r t , on the f i r s t on^ , 

i s d o c k e - , 

I u -

t u r n t - --̂  n , t l i i n k t;.-" t W h 1 - w e W 

you would 

t * 0 I • ^ 

9 ALDERSON REPORTING COMPANY, INC. 
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o u r a t t e n t i o n t o . We are g o i n a t o l o o k d t page u o f t h e 

f i r s t d e c i s i o n and pages 2 an-'. 3 o f the second c n e . 

O a y , l e t ' s look a t t he f i r s t d e c i s i o n , i f w^ 

c o u l i , on page U , m the t c p f u l l p a r a o r a p h . " c r 

c o n t e x t . I w i l l j u s t s t a t e t h i s i s under the head ing 

t h a t s t a r t s a t tha bo t tom o f page 3 c a l l e d C o s t s , which 

i s u n l e t . - ĉ gLg.f.4 I * i s a d i s c u s s i o n o f c o s t i n g 

m e t h o d o ' o g ^ t n ^ t t h e Commission w a n t e i the A p p l i c a n t s t c 

apply i n t he p r o c e e d i n g . 

A Yes, s i r , I havr read t h i s . 

3 You hav? read t h i s , c k a y . 

A Yes . 

C W e l l , l e t ' s j u s t r e v i s i t f o r c o t - r x - s c Ct 

t he l a nauaqf • r 

A A l l r i c h - . 

t h i s? 

A 

scniet i ,Tie. 

0 

N^w, l e t me ask ycu f i r s t , w i - e i d you r 

Oh, I r ead t h i s tac^ i n June or J u l y er 

I - i o n ' t r e c a l j . j u . - . . : _ , .. T 1 id : 

PeJore yeu conducted the s t u : ' - " -"^- w.̂  a' 

A Yes, s i r . 

3 C: k a y. 

^ i - : -h=t f i r s t f u l l P2 

-.- about two cr tnr-'- .•->-! e-.- - » • • . -

mmmk 

mm ALDERSON REPORTING COMPANY INC. 
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sentence s t a r t s as f o l l o w s ; " A d d i t i o n a l l y , f'.pplicants' 

v a r i a b l e costs should be adjusted t o r e f l e c t r e t u r n en 

road and equipment property at the current before-tax 

cost of c a p i t a l l e v e l . This includes both e x i s t i n g 

plant and equipment an<^^flrP^^w p l a n t or equipment 

required as a r e s u l t of the c o n s o l i d a t i o n . V?rxable 

costs include cost of c a p i t a l at t h i imbeddel debt 

r a t e . Therefore, i t w i l l be necessary to adjust 

v a r i a b l e costs to r e f l e c t the current cost of c a p i t a l . " 

Ani aga n, a s i m i l a r k i r i of commer.t a t th ; 

bottO!« cf t h i s page, the Commission says "Cnce 

Applicant" have i d e n t i f i e d shipnents as being d i v e r t i b l e 

to t h e i r l i n e s , the v a r i a b l e ccsts associated w i t h tha 

9l899mS^^ 
h a n d l i n g of each sh ipmen t o r ^ W r t f c W W F l T S T O f be 

c a l c u l a t e d . T h i s would i n c l u d e va r i a^^ le experses as 

v e i l as t he r e t u r n on -oad and equipmenr p r o p e r t y a t t h e 

c o r r f - n t p r e t a x co-- t o f c a p i t a l . " ^ W j l -

Now, SO you say you rev iewed t h i s d e c i s i o n . 

1 you a l s o r ev i ' -w the Appl ic .en t . " ^ t i t i o n te - i e s 

Commission f o l l o w i n g t h i s d e c i s i o n sc-ekina a w-'. v.-r of 

c l e r i f i c a t i o n ? 

A Yes, s i r , I d i d , bu- what T used w : r i l y 

based on F o o t n o t e 2 h e r e , and i f you w i l l - m 9 9 9 t 9 l ^ 

says " '^his i s n o t necessa ry to the cas-; , - - ,- v • , -'vr 

P r o t e s t a n t s . ' . . ihile t h i s Tiay "̂ e t r u ? ^or th--^ Acp l / 

ALDERSON REPORTING COMPANY. INC. 
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the Pro tes tan t s d o n ' t have time i n a th ree -yea r p e r i c l 

t-/ ad jus t f o r " — merger type — " f o r post-merger 

opera t ions as the Appl ican t would d c . " And consequently 

tha ComraisLion suggested t h a t we look a t t h i s ana lys i s 

on an avoidable or d i r e c t v a r i a b l e cos t approach, as I 

understand i t . 

3 W e l l , i t i s tha t unders tanding t h a t L am 

d r i v i n g towards, Mr. Rawert. 

A W e l l , I t r i e d te f o l l o w the Ccmaission 's 

gu. . Ial i n e s . 

Q I em t r y i n g to see i r you d i d . 

Did you review Decision No. 5 t h a t 

on March 20 i n response to the A p p l i c a n t s ' waiver 

p e t i t i o n t h a t you have j u s t said you saw? 

A W e l l , i t has been some time ago, but yes , I 

d id sae i t . 

3 And a g a i n , you saw a l l these documents we ar? 

r e f e r i i n g tc before you commenced the study? 

A Yes, s i r , I d i d . 

'•^mmt 

rm 

24 

25 
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3 A l l r i g h t . Would you l o o k a t t h i s d e c i s i c n a t 

t h e b o t t o m o f page 2 , "The Conmiss ion ha? a l l o w e d t h e 

a p p l i c a n t s i n t h i s d e c i s i o n t c use 1982 and governmant 

a c c o j i t i n g , e s s e n t i a l l y because t h a y had a l r e a d y done 

t h e i r s t u d i e s t h a t w a y . " 

But t h e n t h e Commission a l s o says t h i s * 

" A l t h o u g h we have r e p l a c e d the RRB a c c o u n t i n g systeir 

w i t h 1 e p r a c i f i i t i o n a c c o u n t i n g , we w i l l a l l o w RRP t o be 

used i n t h e i n i t i a l a p p l i c a n t s ' c o s t and f i n a n c i a l 

d a t a . We w i l l requi--e t h a t p r o t e s t a n t s ' o p p o s i t i o n 

e v i i a i c e t o t he i n i t i a l a p p l i c a t i o n use t h e same 

a c c o u n t i n g system e l e c t e d by tne a p p l i c a n t . " 

A l l r i g h t . Then I ' m g o i n g t o s k i p the n e x t 

s en tence o r t w o , t u r n the page . The Commission s a y s , 

"However , i n f i l i n g and s u p p o r t i n g any r e s p o n s i v e V H B 

a p p l i c a t i o n s , p r o t e s t a n t s s h o u l d use 1983 as the base 

year and use d e p r e c i a t i o n a c c o u n t i n g . " 

A Yes , s i c . 

hose a re t he d i r e c t i o n s t h a t you say you 

f o l l o w e d he re en pagfe"">rr 

New, my c u e s t i o n i s d i d the Cen r.; i s s ion i n i t s 

d e c i s i o n number 5 do a n y t h i n g t o mod.ify what i t s a i d i n 

d e c i s i o n number U abou t the use o f the c u r r e n t c o s t of 

c a p i t a 1? 

A W e l l , I t h i n k f o r t h e a p p l i c a n t s the 

ALDERSON REPORTING eOMPAHY. INC. 
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Commission was making tha t d i r e c t i o n . I d o n ' t 

necessa r i ly t h i n k they had re fe rence te t r a t to the 

pro ta ' ta n t s . 

0 T h a t ' s your i n t e r p r e t a t i o n of these orders? 

A Yes, s i c , t h a t ' s my under s t and ing . 

Q Did ycu consu l t w i t h counsel at the t ime to 

make sure t h a t your understanding was cor rec t? 

A I don ' t r e c a l l as to whether I discussed i t 

s p e c i f i c a l l y wi th counse l , but I t h ink we had severa l 

d isca 3 s i o n s . 

3 I t i s t r u e , i s i t n o t , Hr. Rawer'̂  

t h r o i g h o u t your s tud ias hare t ha t when you dea: 

cost o f c a p i t a l , you use cost o f c a p i t a l a t the 

debt l e v e l ; i s n ' t tha t r i g h t ? 

A That i s c o r r e c t . 

3 You do not st%Jfe« ...it̂ ^ Al* terms of curce.h;t cost 

c a p i t a l ? 

A No, s i r , I ..o n o t . 

t s t u m n terns . f ^ | | | 

-̂^̂^̂mmmmw ^ Î̂ ^^^^K 
I ..o not. V H B ' 

3 Have you at any p o i n - , e i r , done an ana lys i s 

f o r y o u r s e l f , f o r your own purr--- or f o - "̂ 'CS purros^-s , 

tha t created an ad jus ted R a i l Form A -hat i i d 'J.. - * 

cu r r en t cost of c a p i t a l ? 

A Have I ever developed or worked a R a i l - ' i^j 

t h a t j ses the cur ren t cost of c a p i t a l ? 

Q No. My quest ion wouldn ' t have caused yot to 
HP 

ALDERSON REPC RTING COMPANY, INC. 
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lib 

: a l r a t h e r _ t . h a n ember 

> ̂ ||||||||||||^^ 

answer t h a t . L e t me r e s t a t e t h e q u e s t i o n t h e r e f o r e . 

Have y o u , f o r P ' l rposes of t h i s case or f o 

purposes o f u n d e r s t a n d i n g the i m p a c t s o f t h i s merger on 

y o u r company, e i - h e r done r e r s . n a l l y or a t somaone's 

d i r e c t i o n a m o d i f i e d R a i l Form A t h a t wculd be j u s t l i k € 

tha ona you ha/e d i s cus sed h e r e , i t h th? e x c e p t i o n t h a t 

you used c u r r e n t c o s t o f c a p i t a l r a t h e r th,ftn embedded 

d e b t l e v e l s f o r C d p i t a l cost.s? 

A Y e s , s i r . We do that as a mat t - r of year to 

ye--r c o s t development. 'iBHMMl^ 

3 I t h i n k you s t i l l may not b? g e t t i n g my 

q u e s t i o n . I ' m not a s k i n g you what you do f c r y c u r ewn 

i n t e r n a l bus iness p u r p o s e s . I ' m a s k i n g whether you d i d 

one-, whe the r yen "lade a m c ^ i f i e d — l e t me see i f I can 

do i t t h i s way. Look a t page . 

A Look a t paae? 

Q Page 6 o f your s t? te ; r . en t . The pa ragraph i n 

which - h i s d i s c u s s i o n i j p r o c e e d i n g i s the one t h a t 

s t a r t s , "Thus , KCS' '8 2" and so o n . Do you see t h a t ? 

A Yes, s i r . mm 
You say your ^ n' 8 3 R a i l Form A var i - - . b la 

c o s t s were a d j u s t e d t c exc luao the saccnd t h i n g , c ^ r i t a 

c o s t s . 

A 

3 

Yes, s i r . 

A l l r i g h t . And t h o s e were c a p i t a l c o s t s 

mmm 
mm 
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s t a t a l at what l e v e l ? 

A At the embedded e abt l e v e l . 

3 Okay. And ju-et so we d c n ' t go through t h i s 

again, when you l a t e r created SPSF Rai l Form A f o r o thar 

purposes t h a t we re c,oing t o come t o , you s ta ted those 

c a p i t a l cos ts as the embedded debt l e v e l , t o o , d i d n ' t 

you ? 

Th a t ' s c o r r e c t . 

0 Okay. Now, wi th respect to these c a p i t a l cost 

items — 

s , s i r 

my quer>tion i s 

f o r your own purpose or h e c a u s 9 9 9 9 9 9 ^ company 

i n s t r i c t f e d you , have you done these same k inds of 

analyses using cu r r en t cost of c a p i t a l ra ther than 

ambelled debt? 

A Ho, s i r . 

3 Do you have any idea what the e f f e c t en ycur 

Table 2 expense nu-^.bers would be i f you use! -be cur ren t 

cost o f c a p i t a l ? 

mmik. 

mmmm 

A I don ' t t h i n k t"; - - -h c i r r ? n t cost or c a p i t a l 

i s app l i cab le f o r Table 2 . 

3 Do you have auy idea what tho e f f e c t would bo 

0-: tn? pro fo-ma -ef fec ts of ' " esact ion as s ta ted by 

Mr. Graf i f you used the cu r ren t cost of c a p i t a l ? 

ALDERSON REPORTING COMPANY, INC. 
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A No, s i r . I don ' t have any idea . 

3 A l l r i g h t . Then the l a s t set of exc lus icns 

t h a t you discuss cn page 6, and again f o r c o n t e x t , ^llPPjlll 

exclus ions from the KCS R ^ i l Perm A t h a t y JU used i n the 

l o s s s t u d y , i s i n the category way and s t r u c t u r e 

maintanance expenses other than roadway-track 

maintina-.ce i n accounts 202 throngh 221? 

A Yes, s i r . 

3 Tlidt category of way and s t r u c t u r e zozntzr.ancr 

expenses, does t ha t not account f o r i.>uch items - - and 

t h i s i s n ' t meant to be i n c l u s i v e , jus t examples — as 

maintenance of s t a t i o n and o f f i c e b u i l d i n g 

A No, s i r . 

3 No? 

A Tha t ' s r a i l s , t i e s , b a l l a s t , o ther t rack 

m a t e r i a l , t r ack-r e l ated accounts. 

3 A l l r i g h t . 

A What I 'm a x c l u i i n g i s j u s t what you m^'ptionad. 

A 1 »i X r;:r> a . 

n g s J M M | | 

9^^^m 

ther t rack 

f^.ose types cf costs which won't cham-^, at l eas t f o r a 

short ,'5eriod of t i m e . 

2 Okay. 

• A So ror pro forma purpos - - , -: -.r- was nc need 

f o r m? to add those cos t s , i n my judament. 

Q A l l r i g h t . Pecogni-zing, t hen , tha t they az=-

expenses o f the type you j u s t s t a t e d , i i d you 

ALDERSON REPORTING COMPANY, INC. 

20 F SV. N.W,, WASHINGTON, D C. 20001 (202) 628-9300 
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r e i n c o r p o r a t e t hose expenses i n t h e SPSF P a i l Form A, 

which ycu c r e a t e d f- r purposes o f expens ing the IRMA 

g a i p-;? 

A Yes, c i r . I co s t ed the "̂ 'PSF IR.^-A-type t r a f f i c 

a t tha v a r i a b l e 1 v e l e x c l u s i v e of g e n e r i l '•verhead bu t 

i n c l u d i n g 100 p e r c e n t cos t o f c a p i t a l at the embedded 

d e b t l e v e l . 

3 All right. Recoanizing your answer ^e-l'Qj 

that one, why you thought it was apprcpriat'^ te exclude 

this at this point, if any IR"A t r a f f i c actually tur99^' 

out to be incremental in nature as orpose.-^ tc simply a 

substitution of KCS for applicants, wculdn't SOT.? oi 

iPSF's expens^e in that categiiry be increased as a 

result ? ^^^^^^tmagatj^ 

A I d o n ' t know t h a t I u n d e r s t a n d your q u e s t i o a . 

2 Did you hear my e x a m i n a t i o n o f .Mr. Ca r t e r 

yest-erday abou- wh tether IRMA t r a f f i c wculd be 

i n - r s B e . i t a l ? 

A Nc.. I d i d n ' t hear t h a t . 

0. Well, let's pass over th? ';; v. • e'i on. On pace 7 

now T want t yeu about iz^r,-i,r. rf • • • . . -j^ -.. 

you have summ-arized the expense u n i t c o s t i-'-.-'s t h a t ycu 

a d j u s t e d h e r e . 

F i r s t , w i t h r e spec t t o c a r i i r e c^s tc - - t h i s 

i s in t h e p a r i Trach wher? y u .Tiade t h r co r r - - c -^ ion . 

^mm 
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Yes, s i r 

16 52 

3 Okay. The l a s t sentence i n tha t parcig^-ph 

says, "Hileaae rates were m u l t i p l i e e . by the Ixaded and 

empty car miles gen^ ;.-ated by each sample c a t . " 

A Yes, s i r . 

3 '̂ he q u e s t i o n , Mr. l^aw'ertT di r l yotr"u*e"tb 

mileage ra tes a p p l i c a b l e t o p a r t i c u l a r cars t o r a l l c i r 

types? 

A Y e s , s i r . 

3 Did you use the r a t e apr-I icebl^ i :gar3 l ' " * s o f 

car ownership; tha t i s to say, whether i t was a r a i l r o a d 

car or a p r i v a t e car? 

A We d i s t i n g u i s h e d between r a i l r c a d and cr-ivat 

ca rs , yes, s i r . 

3 You i s t i n cu i:eh-"l f -r-t -rfe-sn t t --- .̂ 

A Yes, s i r . 

3 Did you apply t h i s -~ these rat' , s t o bc th 

and eiti-ty cars? 

A To bcth the loaded and empty r i i l e s , 2' ' . " i t 

1 Why -"id you d i s t i r ^ ' i i s h bet we-n r i l l re 

->n'̂  r r i v a - e cars? ^^ | | y_g | | | | | | ^ ^ 

A W e l l , because - - w l | | | | | ^ ^ H p - ' ' ' 

t o Zoaded and empty m i l e s , th^-re = i i ^ ^ H | f e ^ ^ i ^ ' - ^ ^ ^ " ' ^ 

cars t h a t would i n v o l v e a one-way tyc'^ l i f f l f f c-er car 

mi le c^ar-7e. 
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0 I t ' s t r u e , i s n ' t i t , t h a t f o r p r i v a t e c a r s 

t h a t t h e m i l e a g p r a t e o n l y a p p l i e s t o the loaded 

moveme n t ? 

A That i s c o r r e c t . 

Q Okay. I n your j u d g m e n t , you a p p r o p r i a t e l y 

t o o k a c c o u n t o f t h a t f a c t c r i n your a d j u s t m e n t ? 

A Yes, s i r . 

Okay. I s n ' t i t a l so a f a c t t h a t the TCrC 

r a t e s i n t h e UMLFR f i l e are f o r maximum c o s t s a s s e c i a - ^ d 

w i t h t h e minimum u t i l i z a t i o n o f the equipment? 

A Would you p l e a s - r e s t a t e t h e q u e s t i o n ? 

3 Yes. I s n ' t i t a l s o a f a c t - ^-.t t he ' " e r r r-^tes 

t h a t a r e i n f-..- C'LeF f i l e f o r 1981 a re r a t e s f o r 

maxiuum c o s t s a s s o c i a t e d w i t h th? minimu?i u t i l i z a t i o n o f 

the- t r a i l e r ? 

A Are you t a l k i n g r b o u t t h e ca r o r the t r a i l e r ? 

3 T t h i n k w e ' r e t a l k i n a here about c a r s . I 

m i s s p o k e . C a r s . 

A Oh, oieay. I don ' t k now tha - t . * : t wee t h e 

ca se. 

3 I s i t ther. • " • • - - • • -

ne w i t h o u t any a i j u s t - - ; - : e. '^^FC f l a t c a r e ? 

A What dc y c u mean by a d j u s t m - n t ? Whatfv-:.. .-. e 

c o n t a i n e d - -

3 What-ver was i n th.--r-=. ycu used ' 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASH NGTON, D.C. 20001 (202) 628 ^300 
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1 A In the sample study record, whatever car hiztr 

2 r a t e as t h e r e , t h a t ' s what we u s e d . 

3 3 Now, under s w i t c h i n g c o s t s you i n d i c a t e t h a t 

4 w i t h r e s p e c t t o i n t e r / i n t r a t r a i n s w i t c h i n g , you i n c l u d e d 

one I t l s w i t c h f o r each 500 m i l e s o f m •?" r¥ l¥a t . Do you 

see t h a t ? • 

A T h a t ' s _v - r^ec t . 

8 Q What was t he b a s i s f c r your u s i n g the '"'"C 

9 mi les? 

10 A Well, i t was a judgment t h a t we had to Take 

11 when we began the studies, and in ccnnecticn w i t h the 

12 loss s t u d i e s , a l o t of th? B i i D type t r a f f i c mcved 

13 between New Orleans and Dallas with a stopover at 

-mm 
14 S h r e v ' p c r t v h i c h would regui '^e one i n t e r t r ^ . i n s w i t c h , -̂ c 

15 t h i t would be appro x i a a t e l y one s w i t c h ev^-ry 520 m i l e s . 

16 And on o t h e r s i t u a t i o n s we l o c k e d a t Kansas 

17 C i t y 11* Beaunoat , where t h e r e would be a b s o l u t e l y no 

18 i n t e r t r a i n s w i t c h e s . So we l o o k e d a t many areas .--nd 

19 1 ? i t h e j u i c - n - n t to use t h e 500 m i l e s , and then l a t e r 

20 developed a s tuey whereby we j u s t i f i e d the use o f th--; 

21 *̂ 0G - n i l e s . "u* i t was a jU'-' - - • . .̂ .-1 - i 

22 judgm?nt t o do t h e l o s s s t u d y . 

23 0 T e l l rae i j o u t the s t u d y you d i d l a t e r o n . 

24 A W e l l , we looked ,at a l l l o s s s t u - o r i s an i 

25 a l l g a i n s tudy r e c o r d s and d e t f ; . -.'d cne s w i t c h 
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U86 n i l e s . 

Q Did you ever do a study j u s t f o r the l o s s 

record s? 

K No, s i r . I th ink i t was a combined l o o k . 

Q I s t h a t study i n your work papers? I d c r ' t 

rememsar seeing i t . 

A I d o n ' t know i f i t i s or i t * s n ' t . 

HR . lOArPS* I would reques t , counse l , t ha t 

study be produced. 

MR. RAKEF*^BBRtel y. 

BY MR. "DATES: (Resuming) 

0 I s n ' t i t t r u e , Mr. Rawart, t ha t tha number 

used f o r R a i l Form A f e r I f l l s w i t c h i n g i s 200 miles? 

A That i s c o r r e c t . 

3 Do you know what the Kansas C i ty ^outh-"^rn 

systen average i s f o r frequency o f If.T swi tch ing? 

A What the 

3 How of te n i ^ ^ ^ ^ ^ ^ v s t etr, averaae f o r ir>I 

- -

SKI ten ing. ••mmmm 

A I would say the 500 m i l - '- i ': -.-cd average. 

3 Do you know wha- -entage ef the Icn* cars 

in the loss KCS study -jv^re from t r a f f i c moving i n the 

Fia D connect ion t r a i n s f rom Dal las to New Crleans? 

An^, s ince you 've mentionad i t , i n t-r ins f r -̂ sas 

C i t y to Ceaumont? 

ALDERSON REPORTING COMPANY, INC. 
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A No, s i r , I d o n ' t know s p e c i f i c a l l y . 

Q Now, wi th respect t o the category of gross ton 

mi l e r e l a t e d costs - -

A Yes, s i c . 

0 — were these cos ts created cr i d e n t i f i e d f o r 

avera je way cr through t r a i n c h a r a c t e r i s t i c s ? 

A This i s f o r the average t r a i n . 

0 Average t r a i n . Doesn't t ha t number f o r 

ave ra j e t r a i n s , t hen , i n c l u d e u n i t t r a in s? 

A Yes, s i r . I t i nc ludes u n i t t rE-ins, way 

t r a i n s , through traMOtafcd a l l t r a i n s . 

3 And KCS does have u n i t t r a i n s e rv i ce , doesn''• 

i t ; f o r example, coa l t r a i n s , s u l f u r t r a i n s as two 

fe A ampL es? 

A That i s c o r r e c t . 

3 Did you make any ad jus tment i_t t %̂  

f i g u r a to r e f l e c t the presence of thos l 

A No, s i r . I used th? system averai 

th? average t r a i n . 

3 Turn tne page, p lease . On page 8 under iten^ 

7, s t a t i o n c" '~ ' r i ca l , do you know wa?trier ther? wee- a;-;y 

m u l t i p l e car T.ovements i n the sample that you s t ' u ' i e d i n 

t h i s l o s s study? 

mmmm 
A No, s i r , I do not know t h a t . And - -
Q I f there had been, wou ldn ' t that have r'^^quired 
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a p p r o p r i a t e a d j u s t m e n t s t o s t a t i o n c l e r i c a l expenses? 

A W e l l , i t c o u l d have , y e s . 

3 A l so on t h a t page you d i s c u s s l o s s and damage 

payments . You x . ' d i c a t e t h e r e , s i r , t h a t t he l o s s and 

damage expenses pe r n e t t o n w i l e were c a l c u l a t e d f r o i r 

y o u r r e c o r d s by a t w o - d i g i t STCC. I s n ' t a t w o - d i g i t 

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

l o s s i n d damage cos t s ? 

A I G o n ' t t h i n k s o . 

3 W e l l , as an examriie - -

A A l l we h?ve t o ao by i s "̂ CS e x p e r i e n c e . 

3 ."̂  t t he t w o - d i g i t l e v e l , Mr. R a w e r t , w o u l d n ' t 

y c u , as an example , ge t s e t - u p a u t o m o b i l e s and au to 

p a r t s i n the same STCC code? 

A I d o n ' t know s x a s t l y a l l t h a t goes i n t o t h a t , 

bu t you would have a more genera l i . . ' ed - -

3 Assume f o r the .sake c f my q u e s t i o n t h a t i s 

t r u e , t h a t y o u ' r e g e t t i n g s e t - u p au tos and p a r t s i n the 

same =^TCC. I s i t t he e x p e r i e n c e of Kansas C i t y '^'cuthern 

t h a t your l o s s jind damage c l a i m s on those two t y p e s of 

t r a f f i c are about the same? 

A W e l l , bo th would c a r r y p r o b a b l y a p r e t t \ Y i i h 

l o s s i nd d 3 mage . 

Q My q u e s t i o n was no t whether they bo*-h w.^re 

p r e t t y h igh bu t whether t h e y ' r e anywhere near t he same. 

ALDERSON REPORTING COMPANY, INC 
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e s t i m a t e o f t h a t . 

Q Okay. B e f o r e we l e a v e t i e r a c a p t u r e - - excuse 

me — the l o s s s t u d y a l t o g e t h e r - - w e l l , l e t ' s l e a v e 

i t . L e t ' s gc t o page 10 where you s t a r t your Roman 

h e a d i n g I I I wh ich d e a l s w i t h t h e c o s t s developed f c r t h e 

g a i n s t u d y . 

Now, here — and I t h i n k we r e f e r r e d t o t h i s 

e a r l t a r — here you d i d c r e a t e an SPSF R a i l Form A, d i d 

you n o t , Mr. Rawert? 

Yes , r i r . 

What source documents d i d you use t o c r e a t e 

t h a t R a i l Form A? 

A Your R - l s . 

Who's " y o u ? " 

The SP ' s , t he S^nta Fe ' s and the C o t t o n B e l t . 

And the C o t t o n o e l ' t ' s . 

Now, v:e n o t e d i n your work papars you do have 

a F a i l Form A i n p u t and o u t p u t p r i n t o u t . Are you 

f a m i l i a r w i t h t h a t ? 

A Y e s . 

3 It relates sc^-sifically to the SPSF Fail ^orm 

? we're talkina about. ^999Kli^^ 

A Yes . We had — i n f a c t , I t h i n k we f u r n i s h e d 

you w i t h a copy o f t h a t . 

3 I t h i n k you d i d . That p r i n - c u t i s numbered 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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1 s e q u e n t i a l l y pages 1 t o 17 ani 19 t o 35. We appear not 

2 t o have been provided pages 18 and 36. Do you know what 

3 wouia be on thos? pages? 

* .A,̂ . No, s i r . You should have gotten a copy. 

5 " ^ I P B ^ d i d n ' t . Ho would request those pages. 

6 A Pages? 

7 Q Eighteen and 36. 

8 A Eighteen and 36? 

9 3 Yes, s i r . 

10 Hould i t be possible , Mr. Rawert, t h a t thesa 

11 wouli be r a c o n c i l i a t i o n pages? 

12 A Could be. 

13 3 Do you remember i f the numbers r e c o n c i l e d i n 

vt t h i s study? 

15 A I don ' t know. I th ink they d i d , but I ' d have 

16 to chack i n t o the work papers. 

17 9 f l 9 f / 9 ^'^' ^^^^^^^ event, you ' re w i l l i n g to 

18 give us those pages? 

KB. BAKEB. ^ " ^ ^ ^ m 

mmmmt 
mm 
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3 When you created the SPSF Rai l Form A which we 

ars n3 w d i s c u s - i n g , d id ycu e l i m i n a t e interchanges 

between SP, Cotton B e l t and Santa Fe? 

A No, s i r , t he -e ' s no way we had access tc that 

k inc -^f da ta . He had to use what was avai lable . - and wa 

d i d t r y to request t ha t f r c m the Santa Fe and tne SP and 

they w o u l d n ' t get them f o r us or they d i d n ' t have them 

developed. I d o n ' t know what was the case. 

Had we had your i n f o r m a t i o n , we would have 

used t h a t . 

3 You would agree with me, understandino yeur 

problem, you would agree w i t h me, Mr. "awe^t, tha- th? 

SFSF system wou ldn ' t have interchanges between -he-e 

three r a i l r o a d s t h a t I mentioned, would i i . ? 

A No, T d - n ' t know i f I wou'-* cr no t . 

3 You d o n ' t know i f ycu woula'* 

A You s t i l l -ire going to h ive to - - you ' re not 

going tc in terchange the t r a f f i c ? A f t e r your meraer 

i t ' s j u s t going to be one r a i l r o a d , i s thac what you ' re 

s a y i . i 7 ? 

3 Hhat i s your u n - ' - ^ - ' ; - ; -.feu- that? Is i t 

your 1 nd?rsta-- •• ing t ha t t h i s t r a n s a c t i o n to which your 

evidence resporjds i s an a p p l i c a t i o n f o r a u t h o r i t y f o r 

SFSP tr> c o n t r o l S^, SF , and SSW? Or do you understand 

t h i s t o be a nerger case? 

mmm 
ALDERSON PEPORTING COMPANY. INC. 
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A I t ' s t o be a merger case . 

3 And one r a i l r o a d w i l l r e s u l t , c o r r e c t ? 

A R i g h t . 

3 And then on t h a t on^ q u e s t i o n t h e r e w o n ' t 

any more S? and t h e r e w o n ' t be any more C o t t o n B e l t 

t h e r e w o n ' t ba any more Santa Fe, r i g h t ? 

A T h a t ' s t r u e . 

3 I guess it-s just as true, then, that if they 

dcn't txist they're not going tc b? exchanging t r a f f i c 

w.ith each other, isn't -t'' •999K99-

A W e l l , I guess you can make t h a t as.;ump ^ - ion . 

Q But you didn't? 9 9 ^ -

m 
mm 

A I used whatever r e c o r d s .fer^ . ' /11 I V i ^ ^ ^ ^ H us, 

i n tha absence o f your f u r n i s h i n g -hem t o me. 

3 Would you lo^«\ a t your a t t a chmen t K . B e t t e r 

y e t , t u r n t o *he cover page . We c a n ' v l o o k a t i t 

because i t ' s one o f t hese p r i n + o u t s , bu*-. l e t ' s t u r n to 

i t . I b i s i s tne t a b l e o f est . ' i r .ated cha rges th=;t 

proposes t o pay SPSF. I t : -ys loaded moveir. e n t s , r i a h t ? 

A Yes, s i r . Y o u ' l l see one o f these f o r b c t h 

l o - i d a i and empty •novements, and i t ' s •'. de-n ons t r a t i o n , sc 

t o .speak, as t o how such charges c c u l d be d f v ped . 

T h e y ' r e i n no -fay t o se t t h e a c t u a l T^^A charges i f the 

Commission approves t h i s m e r g e r . 

3 I n f a c t , I t h i n k you say a c o u p l e o f t i i r . es i n 

.^^amm^mmmmmzi. 
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your tes^-inony tha t those charges would u l t i i r . a t e l y 

r e f l e c t the siost cu r r en t SPSF u n i t c o s t , d o n ' t you? 

A Yes, sir. Probably if they approved it we'd 

sit down and negotiate such charges. 9 9 9 9 ^ 

3 Okay. I ' m not going to walk you through a l l 

the c a r types he re . Nei ther you nor I have the patie.nce 

f o r i t , c-nd I know the J".dge d o e s n ' t . Rut I want to i s k 

you about one car type as an example. I f ycu would t u r n 

to the second page of the e x h i b i t , t h i s i s a l i s t , as 

a l l t : i e5 . a r e , i n mileaga ca tegor ies from 50 miles to 

2200 mile.s of ra i l road-owned p l a i n 50 - foo t boxcar^ 

c o r r a c t ? Are you w i t h me on tha t? 

A H e l l , I want to f i n d the 50 - foo t box. I ' v e 

got i t . 

3 I ' d a iv? you a page nunbar, but t h e y ' r e a l l 

numbered page 1, so I c a n ' t . 

A S.;rry about t h a t . 

3 Are yo'' f ^ t h me? 

A Yes, s i r . 

3 A l l r i g h t . Would you look at the i n t e r l i n e , 

received i n t e r l l , - ; ' ' t o r i a r d e d cciui rns , and j u s t c cr.f i rm JII|Mlfc 

f o r n? what I t h i n k is f a i r l y e v i d e n t , na-^.ely -hat thare 

i s about , i n rougn terms, about a ten d o l l a r per car 

di - i lerence as between the two t r a f f i c ca tegor ies? 

Yes,, s i c 

mmL 

mmm 
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3 1 Q A l l r i g h t . Then k i n d o f keep ing t h a t i n mind 

2 or h o l d i n g your nand the.:? c r w h a t e v e r , t u r n , I t h i n k 

3 i t ' s t h e e l e v e n t h f o l l c w i n g pace, wh ich w i l l g i v e yeu, 

4 i f I ' v ? j one t h i s r i g h t , t he comparable ? x h i b i t f c r 

5 p r i v a t e l i n e 5 0 - f o o t p l a i n b o x c a r s . 

6 I f t h e r e was someth ing on t h e page I c o u l d 

7 g i v e you t o i d e n t i f y i t , I w o u l d , bu t I d o n ' t t h i n k 

8 t h e r e i s . 

9 A Okay. 

10 3 *re you w i t h me? 

11 A Oh-hmm. 

12 3 And j u s t l o o k t h e r ? a t t h ? f i r s t c a t eao ry of 

13 50 m i l e s o r , f o r t h a t m a t t e r , dowi, the l i s t . ''">• e 

14 numbars are the same m those c a t e c o r i - ^ s , a r e r ' t they? 

15 A Yes , s i r . 

15 3 What e x p l a i n s the d i f f e r e n c e or the 

17 v a r i a b i l i t y between t h e p r o j e c t e d charaes f e r p r i v a t e 

18 equicn-^nt ve r sus r a i l r o a d - c w n t d e q u i p m e n t , Mr. Cawcrt? 

19 A W e l l , t i e r a i l r - •" e 4 u i p m f n t , t he 

20 f o r w a r d e d t r a f f i c has t r a i n ^..uppl.: nd expense L 

21 whereas th? p r i v a t e c a r dc -s n e t . 

22 C Ckay. And i s i t tru-^ t h a t t r a i n s u p p l i 

23 expenses , t h a t a m a j o r p o r t i o n o f them - - excuse ne . 

24 j You s a i d t r a i n s u e p l i e s a n ' expenses , r i c h t ? 

25 A T e r m i n a l t r a i n 

4|p 
ALDERSON REPORTING COMPANY, NC. 
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3 m a t ' s r i o h t , t - r m i n a l . TS^ we c a l l i t , 

r i g h t ? 

A Y e s , s i r . 

3 I s i t t r u e t h a t a irajoc component of t h a t 

exp<^nse i s car cleaning costs? 

A I'm not sue? wnathar i t ' s major, but i t 

c e r t a i n l y i s a p o r t i o n . 

3 Do you have any idea at a l l wha- percentage o f 

i t is a t t r i b u t a b l e t o the cost of cleaning cars? 

A No, s i r . 

I n c i i s n t a l l y , t h a t ' s your num'-ar, t o o . 

3 What 's t h a t ? 

A Tha t we d e v e l o p e d . 

3 Oh, what do ycu mean, i t ' s cur nu"!ber? 

A W e l l , i t was a f i g u r e , sc-^-z.^ng l ik -? n ine or 

t e n d o l l a r s , which se?med p r e t t y h i a h t o me as I was 

r e v i e w i n g i t . Put t h a t ' s t h e way i t d e v e l o p e d . 

3 Would you agree w i t h mo, s i r , t h a t <~-.e 

not c l e a n t a n k c a r s t y p i c a l l y ? 

A Yeti mean t h e r a i l - c i ' . ? 

n -e e . A Tank'-=i-s would h ' v e t o brr •-''. 

3 Betw evements? 

A I •'.-e't know, I ' m r e s t t ^ i i c k i n - ^ out l o u d . 

'ankcars have ' o ^e .slean---d as w e l l .an y c 

ALDERSON REPORTING COMPANY, INC, 
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M i 

3 A r e n ' t t a n k c a r s - - f i r s t of a l l , t a n k c a r s are 

n o r r a l l y owned by s h i p p e r s , a r e n ' t th'~y? 

A T h a t ' s r i g h t . 

3 And a r e n ' t t hose s h i p p e r - o w n e d t a n k c a r s 

u s u a l l y u sed , n o r m a l l y used i n a p a r t i c u l a r type o f 

s e r v i c e , f o r example p e t r o l e u m or v e g e t a b l e o i l or 

wha tever i t m i g h t be? 

A Uh-hmm. 

3 You d o n ' t t y p i c a l l y s h i f t a car h a u l i n g 

p e t r o l e u m t c the nex t l oad be ina v e g e t a b l e e i l , de ycu? 

A I d o n ' t which? 

Q You d o n ' t t y p i c a l l y s h i f t a car t h a t :^ur-t 

haulad a l o a d o f p e t r o l e u m to c a r r y i n a a l o a d of 

v e g e t a b l e o i l t h e next t i m ^ e u t , i c you? 

A W e l l , I w o u l d n ' t t h i n k s c , no , s i r . 

3 A r e n ' t thcs? ca r s n o r m a l l y i n so .Te th in" l i k ? 

d e d i c a t e d s e r v i c e , a t : ^ N - d i c a t e d t o a p a r t i c u l a r 

t y p e o f c o m m o i i t y ? 

A Yes, s i r . 

3 So you d c n ' t clear, them v e r y o f t e n , i f ever ' ' 

A • e •:• r b 1 y n o t . 

3 You d o n ' t c l e an n - e l t i - l e v " l f l a t c a r s v e r y 

o f t e n , do you? 

A Vo , s i r . But k^-ep i n m i n i -^a t wier. •{ 9 t 9 

w i t h a f o r m u l a y o u ' r e c o s t i n a a c c o r d i n g l y . 

ALDERSON REPORTING COMPANY, INC. 
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3 When you d e a l w i t h a f o r m u l a , t h a t ' s t h e 

problem v i t h t he f o r m u l a , t h a t sometimes i t causes you 

t o do t h i n g s t h a t maybe i o n ' t r ? f l ? c t r e a l i t y , i s n ' t 

t h a t i t ? 

MR, RAKERt Mr. " o a t e s , w e ' r e w i l l i n g t c 

s t i p u l a t e we r educe t h e c h a r g e . 

MR. MOATFSi T h a t ' s no t nece s sa ry , c o u n s e l . 

-mmmm 
I ' m eK p i c r i n g s o m e t h i n g e l s e . 

THE HITNFSSi '"hese tables are not meant to' 

set the charge. This is .ncant to demonstrate hew it 

coulf work. ^^mmmm^ 
EY « ^ ^ f f l ^ S x ( ^ e s u m i m ) . g | | y | | | U | ^ 

3 Would yeu l o o k a- your a t t a s h m? n t B B B H p i s t 

want t c c l a r i f y whet I t h i n k y c u ' v a a l r e a d y suaoes t ed . 

Under t e r m i n a l c o s t s , you have a l i n e :----'^, " - e m n a l 

TS&F pe r c a r o r i a i n or d e s t i n a t i o n , " and i t ' s about 

$ 9 . 3 6 , i s n ' t i t ? 

A Yes , s i r . 

0 T h a t ' s p r e t t y cl^s--^ t o t h e " i i f B B H p i - ^ ^ we 'v -

been t a l k i n g a b o u t , i s n ' t i t ? 

A Yes , s i r . 

3 Would you t u r n b-^-k ^o page IC, p i ' ase . Th? 

first -- "^m^lgl^ P^^*^'^^"'- ^^"^ 
say i n the secord ' sen tence* " I n c o n n e c t i c n wi - - i s 

o p e r a t i o n u n l ^ r TP^A and t h e proposed t r ?cV " - . 

ALDERSON REPORTING COMPANY, INC. 
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KCS contemplates no a d d i t i o n a l purchases c^ locomotives 

or f r e i g h t cars and no s i g n i f i c a n t increase i n c a p i t a l 

cos t s . " 

A Yes, s i r . 

3 Won't KCS need a d d i t i o n a l power t o op- ra te -he 

t rackage r i g h t s segments t o r which i t seeks a u t h o r i t y 

here, such as "oaston and N«w C.-laans? 

A No, s i r . ; l r . Ca?f*r I t h i n k explained t h a t , 

bu- da '11 have to purchase nc new locc.motives or *^reight 

ca r s . 

0 Fven though you ' r e aoing to ^e opera t ina a t 

3reat?r d i s t ances ' 

A Ever, though w i l l be opera t ing 

d i s tan ces. 

3 Okay. I guess t h a t ' s . - a - ycu can do wb -̂n 

yon ' r? a lean l i t t l e r a i l r o a d . 
Now, would you look — ah, cn paae 11 — now. 

you crea ted yet another modi f i ed F a i l Form P f o r ne 

purp, '3t»s of de te rmining expenses associated wi th the 

t r a c k a i e r i g h t s , d i d you no^? 

mHllll^ W e l l , we took - ' zr. ?' • '• v-lct----" the 

t r -ckaae r i g h t s charges, yes, s i r . 

Q Okay. ^ut i t was a d i f f - ^ r e r t Fcrm . I t 

wasn't the ^C^ Form A you used f o r the lo.ss study and i t 

wasn't the SFSF Form A t b ^ t you usvd f o r the IR"?., 

ALDERSON REPORTING COMPANY, INC. 
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r i g h t ? 

A No, we developed also an SP R a i l Form A "afi'fTT' 

Cotton B e l t P a i l Fcrm A . 

0 R igh t , okay. L e t ' s look at attachment C j u s t 

q u i c k l y , because I t h i n k t h a t shows - - attachment G, 

page 1 , shows your SP P a i l Form A, and page 2 i s the "̂ SV 

R a i l Form A. And at the bottom of page 1 o f the e x h i b i t 

you do give us a number. 

A Yes, s i r . 

3 The number i s 12 cents a c a r - m i l e loaded or 

empty? 

A Yes, s i r . 

Q Why do you keep using the d i f f e r e n t 

c o n f i g u r a t i o n s of the R a i l Fo - A, Mr. Pawert? Why 

d i d n ' t you use your SPSF R a i l Form A f o r the trackage 

' mmm 
A W e l l , because I thcug: ' T b T w o l d be, sine? 

i t was SP trackage r i a h t s and Cotton B ^ l t trackaa-^ 

r i Its t n a t w? ware t a l k i n g abcu t , th- t t h i s would make 

a l i t t l e more s p e c i f i c ccst a p p l i c a t i o n . 

3 I s n ' - i t t rue t h a t " u n i t ccst~ e:.--- le-.-^-

than ^PSF u n i t costs? 

A I don ' t know. I rfM^ r e c a l l t h a t . 

3 You c i d n ' t m^ee tha t ana lys is? 

A W e l l , I jus t can ' t r e c a l l t h t w - ! sets c f un i t 
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costs. 

3 Did you ever do the comparable c a l c u l a t i o n s ? 

A I would probably say that the S? could be 

higher than the combined. 

Q You say? 

A So f a r as t r a c k a g e r i g h t s , i f t h a t ' s what your 

q u e s t i o n i s . 

Q Repeat t h a t l a s t q u e s t i o n ? 

A I ' d say t h a t the t r a c k a g e r i g h t s on t h e SP, 

t he dave lopment of t h a t c o u l d be h i j h e r t han the e n t i r e 

SPSF. I d o n ' t know. 

3 Or t he SP c o s t s c o u l d be l o w e r t han those of 

the SPSF? 

A I doubt t h a t . 

3 Yoi doub t t h a t ? 

A U h - h i m . 

3 Did you ever do t h i s c o m p u t a t i o n t o det t - rmiae 

f - . ' a c p r o p r i a t e t r a c k a a e r i a h t s r e n t a l u s i n g ycu r SPSF 

R a i l Form A t h a t you c r e a t e d ^'or t he TRMA? 

A Nc, s i r , I h a v e n ' t dene tha^ as a s p e c i * ' i c 

ite.Ti. T h a t ' s nore o f a d i f f e r e n t c p o r a t i e n a l 

r e q u i r e m e n t t h i n i s t h e t r a c k a g e r i g h t s , than are the 

t r a c k a g e r i g h t s . 

3 But as - i > v e a l r e a d y d i s c u s s ? ! and as you 

say i n your st.-. tern e n t a c o u p l e of t i m e s , t h i s a l .1 

ALDERSON REPORTING COMPANY, INC. 

20 F .ST . N.W., WASHINGTON, D.C. 20001 (202) 
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11 VHPraph 

i l l u s t r a t i v e of the ac tua l u n i t ccs t s tha t w i l l be 

r e l evan t when i t gets around time to proposing an IPMA 

charge, i f t ha t day ever comes, w i l l be the then -||||||Jk 

e x i s t i n g SPSF u n i t charges, cor rec t? Uni t cos t s . 

A For a l l — i t could be conceivably f o r a l l o f 

them, and c e r t a i n l y f o r the IPMA. 

3 But i t w i l l be the SFSF and not the S? and not 

^ h S ^ V ? 

A T h a t ' s probably t rue 

3 On page 13, the second f u l l W V t a p h , yeu say 

t h a t you d i d n ' t u-se the SP's ac tua l r a t e of r e t u r n , 

thank God, i n c a l c u l a t i n g - - i n c a l c u l a t i n g from -he 

s t andpo in t of the trackag? r i g h t s tenant z.n r-rr cp r i a t ' 

investment i n equipm n t . Rather, you used 5.99 f e r SP's 

net investment i n road p roper ty and 9.82 percent fo~ i t s 

investment i n equipment, i s tha- r i g h t ? 

A Yes, s i r 

3 

ac tua l r a t e of r e t u r n f o r 19r3 would, to put i - m i l d l y , 

have crea ted a somewhat u n f a i r r e s u l t ? 

A Creatfcd an u n f a i r r e su l t ? 

2 I f you he.'' used - -

A I used t h a t because I thought i t to be 

app ro'i r i a te . 

3 Why? Why was i t more appropr i a t e than using 

I s t h a t because you thought tha t cising tne 

ALDERSON REPORTING COMPAMY, INC. 

20 F ST., N.W, WASHINGTON, D.C. 20001 (202) 628 9300 
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t h e ac tu .a l r a t e of re-^.urn o f ~F? 

A W e l l , t h e r e was a. wide d i v e r g e n t set o f r u l e s 

going on t h a t t he Co-nmission had w i t n th? UP-''? ca se , 

and n o t r e a l i z i n g how t h a t was go ing t o t u r n c u t , i 

d e c i i ? d t o use what the embedded i n t e r e s t r a t e s were on 

t h? o u t s t a n d i n a d e b t , a p p l y i m i t t o the SP's ne t 

invent-"lent b a s e . 

3 By tha w a y , ^ ^ ^ i n d of c u r i o u s . How d i d yea 

manag? t c a p p l y SP • s ^ ^ ^ ^ f v t s t m e n t va lues tc f P i F ? 

A The n e t i n v,-• trr--?n t s a r e c o n t a i n e d i n your 

. . . , o „ . . . - . X , . . . • - h e . « . 

^ H R i . 3 Yes, b u t w o u l d n ' t you r e a l l y had hav^^ hav^^ 

c t - a - a d a c o m r o s i - e SP-'=^SW, AT-^F i r e--1 m*̂ n - n - i n b - r , 

rath^^r than j u s t u s i n g ;---..! a p p l y i n g t h a t to the 

SPSF? 

» U e l l , T d i d t h i t f c r • h - ^PCF. T alr-e ' i •' ^ 

i n d i v i d u a l l y f c r the an;: t ! - - r c t t o n - . ; - l t . 

2 You d i d do i - f c r th-- <^an--- Fe? 

A I d i d t t f o r a c o m b i n a t i o r . - ' T d i d i t f c r 

^ J ^ ^ ^ ^ ^ ^ K On pa<';e 1^ you ac 

r:r. e i t a I ' c o s t 0*̂  t h r embedd-id deb t 1 e v e T T F a * rcW'liS e d 

f o r SPSF R a i l ForT< A . Do ycu see t h a t ' ' 

A Yes, s i r . A', t h - bo t tom of e ao - Iti? 

3 W e l l , i t ' s i n tho paragraph t h a t " -y - ; " c a p i - a l 

ALDERSON REPORTING COMPANY, INC. 

20 F ST,, N.W., WASHINGTON, O.C. 2C001 (202) 628-9200 
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c o s t s . 

A 

3 

A 

I • ffl s o r r y . I tem 2 . 

Yes. Do yot: see t h ' " ? 

Yes, s i r . 

7704 

3 Do you agjee with KCS witness Levin, who says 

that r a i l r o a d s must earn revenues substantially in 

excess of variable costs i n oreer to remain viable i .i 

the long run, and that without an adeguate contribution 

t o f i x e d o r , t c c c t c , i l r o a d s cannot g e n e r a t e the 

f u n d s s u f f i c i e n t t o t : - i ; l < i u . - , n a m t a i n an i i m p r o v e t h e i r 

ca p i t a 1 a . t c e t s ' 

A I wculd agree w i t h t h a t . 

3 Do you gree wi t !" " r . Cf-r t e n ' s s ta te i r .ent 

y e s t e r d a y t h a t he be i i .= ve.-- i t i r p r o y r i a t e under T"*'A 

t h a t t h e A p p l i c a n t s b? rra-ie whole and a l so r e r - ^ .•• ,.i 

l i t t l ? p r o f i t 

A 

3 

I agree w i t h t 

L P .̂ t n - : -y c e rd 

(Lau i h t e r . ) 

JUDCt: HCPKINS; 

R o r e -.' 

' 'R. "TPiT'-b; I ' d ŝ -,.- '^ivv- minut 

J7DGF KOPKIN"; Cc ahead, th-^n. 

PY . MOATES* (Resumina) 

H • i n T! i r I yc u r a a e -. w 11 I- r 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON D C. 20005 (202) 628-9300 
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L e v i n and your agreement w i t h ^''r. C a r t e r , i s i t your 

b e l i a f as a c o s t e x p e r t t h a t t h e r a i l r o a d , the Sou thern 

P a c i f i c - S a n t a Fe R a i l r o a d , w i l l be indeed * ' ' > i r l y and 

f u l l y c o i r p e n s a t w | | ^ f e | M p t e r m i n i n q an I^M» charge t h a t i s 

based on t h e embeoo??! c o s t o f c a p i t a l , as opposed t o 

c u r r e n t cos t o f c a p i t a l ? 

A Yes, s i r , I do f e e l t h a t the c o s t s t h a t I have 

deve loped are a p r e t t y a c c u r a t e r e f l e c t i o n c f what 

s h o u l l be i n c l u d e d . Put t h a t ' s n e g o t i a b l e a t seme t i i . e 

l a t e r . T h i s was done f o r c o s t i n g and pro ^'er.'^a 

p u r p o s e s . 

3 Th i s i s n ' t a f a i r q u e s t i o n , ^ ut I ' l l ask i t 

anyway. I f you were d c i n u -hose c a l c u l a t i o n s f o r t he 

Southern P a c i f i c-'^a n ta Fe, would you have don-- th-m wieh 

t h ^ embedded debt- lev«-' l? 

A W e l l , I ' i „ n o t d o i n g them f c r t h * • ' ou the rn 

F a c i f i c and the Santri ^er, 

3 Good answer . 

( L a u g h t e r . ) 

3 A l l r l T h e , ^Imes- * ' i n i s h £ d . 

Z r. 15 - - o h , one q u i c k q u e s t i o n o .e 

f o t i o t e on 14. You no t e - h e r e , as y-^u e - - ' * - -.ay a 

m i n u t - ago, t h a t t h e Commi s s i c - ' ' - -c i s ion i n t h U P - -

w i t h r e s p e c t t c the UP v a l u a t i c e • • ou t -"ust 

you f i l i d t h i , . - . . - c n y , a n i ' • n e r e f o r e . 

^^^^^^^ 

ALDERSON REPORTING COMPANY, INC. 
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We C r i r t a i n l y would l i k e t o do sucr* a s t u d 

a c c o r d i n g t o t h e f o o t n o t e , i f you had had t h a t ec4r^l€r 

you wou'.d have deve loped t h e c o s t s i n accordenc w i t h 

the methodology s e t t o r t h by the Commissi 

A Yes, s i c . 

Q Does Kansas C i t y S o i i t h e f W T S ' ^ ^ ^ ^ K l t l o w l e d g e 

p l a n t o r e v i s e t n i s s u b m i s s i o n t h a t you d i d i n i t s 

r e b u t t a l case t o r e f l e c t thos? changas? 

A 

but w? 'd have t o r e q u e s t a gocd d e a l o f i n f o r m a t i o n f r o m 

the SPSF i n o rde r t o come up w i t h a c o n t r i b u t i e r en t.h. 

revenues and expenses by .s=^-gment. find I t h i n k t h a t 

d e f i n i t e l y would nav? -o t dene, and t h a t would : n v c l v e 

a whole — a good d e a i O f i A t g c r o g a t o r i e s . Put m t . ' i ^e 

t o . M M I ^ ^ ^ ^ ^ ^ ^ ^ H ' 

Q T h a t ' s ^ ^ I I ^ ^ ^ ^ H H H a s k i n g th i 

question. All right. m99' 

On page 15, the same q u e s t i o n , 

t h i s q u i c k now. " n v z t r Y z n q c o s t s , you say cr,. ' ' I 

s w i tea every 800 m i l e s was ucrd f o r our s a m p l ' ca-e, an i 

ont- evt-ry 500 m i i e s f o r ycur sample ca*"-. ' " - u l d / o u r 

a n s w? r s bp the i i ' e u t -he h e c i s o e wn i ce «^ri v--

the 500 D.i les here as we d i e , - v i o u s l V 

A v^s , s i r . 

3 Also, i s t h i s also ""er a compos i'.*:- . r--- ; - i ' o r 

an av-?raQ. , as opcc: e a w .. t h r o u , li. ? 

ALDERSOU REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, DC. 20001 (2021 628-9300 
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A This woa I d be *'or t h e average t r a i n , y«--r, 

s i r . 

3 L a s t l y , a t t h e bo t tom o f pa^'c 17 un-'et 

"purchases and r e n t a l s . " T s i m p l y want t o ask ycu w i t h 

r e s p e c t t o t he i t ems t h a t you l i s t t h e r e , d i d y c i - -

were you t h e person r e s p o n s i b l e f o r d e r i v i n c any e - i ? 

expenses a s s o c i a t e d w i t h any o f t hose a c q u i s i t i o n s and 

pu rch a s e s ' 

A No, s i r . Tha t would be M r . G r a f . 

Do you know how those p r e p e r t i e s wer-- va lued? 

Vo, c i r , I c not . 

MiB. KCA^ESi Th-nk yeu , - i t . Few t t . 

JUDJF HOPKINS; Any r- r s c t ? 

"R. r.sK'^Fj I have - f--̂ w gut--r t i ons.. wh ich I 'm 

h a r r y to do new. 

JUDGF HOPKINSi "e ahead. WP m i g h t as w e l l 

f i n i s h w i t h f - i s w i - n ^ s s at one t i n e , 

REJIPFCT FYAMI' 

FY . fc-- "̂ K.!? : 

3 ^ r . r a w e r t , I t h i n k t h = r ? - ^ ^ , i v - v.=.pi 

f ^ i l u S ' . - cf e un: ca t i . - ; - ••*•--•-.-; n '.-cu • e ' " . " 

t h - v ? r y cutS'-^t of h..e ;, . v ion of ycu .. . I ' d lik--^ 

t o t r y t c c l a r i f y the r e c c - d on t h ' . t . '" - ' yeu 

about your r-ce* r e c e n t e r r a t a , do you ' - e c a l l t h a t ? 

A Yes, s i r . 

~1 

ALDERSON REPORTING COMPANY, INC. 
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Q He spoke w i t h yeu about the s u b s t a n t i a l 

reduction i n the, amount of expenses t h a t was r e f i e c t e i 

i n th? most recent e r r a t a . 

A Yes, s i r . 

3 And I t h i n k you sa id t h a t wb=t was i n v o l v e d 

was a r e r o u t e o f t r a f f i c ; i s t h a t c o r r e c t ? 

A W e l l , i t was a a i n ^ d - r a f f i c - h a t r e c e i v e d an 

extendeQ h a u l , so to speak , on K'"'='. 

3 Now, were the g a i n s f r o m t h e - t r a f f i c i n c l u d e d 

i n your s t a t e m e n t as i t we- i n i t i a l l y p r e sen t ed i n 

KCS-12 ' 

A I t was i n c l u d e d a t the new r c u t e s , sc t o 

speak, so I had to gc back t h r c u g h and de t e rmine what 

th-= waole rout-.- was t o see t"^- ' i ' ' ' - r - .ca. 

3 But as ycu i n i t i a l l y s u b e i t t ^ d tb.-e - .n i* l a l 

f c r r . 0*̂  vour t e s t i m o n y , i t i n c l u d - - ' , : t r e f l e c t e d , tb 

g-^ins f r o m tha*- f - f f f i e ; i s t h a t c o r r -ct? 

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

3 ^n'-" i i d i t a l s o r^--^lect the c e s ' . ' ' : " " 

t o the extended or th*-- rereut ; - p o r t i - - • - '.e 

A Yes, s i r , i t d i d . 

3 And die. i t also i n c l u d e , erroneously, th-^ 

99 
11# "iwapw!!^ 

ccs t s t h a t had been a t t i : i h u t e i to the f o r 

t h a t • • r a f f i c ;-e I t wa? r e r o u t e d ? 

ALDEPSON REPORTING COMPANY, INC. 
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A No. I t h i n k i t i n c l u d e d o n l y t h e extend-ad 

h a u l o r t h e l o n g h a u l a t f i r s t , and we had t o go back 

and l o o k a t the d i f f e r e n t i a l s . Whereas we l ooked a t i t 

j u s t one way i n the o r i g i n a l s u b m i s s i o n , we had t e gc 

back J nd compare i t b o t h ways a f t e r w a r d s and come up 

w i t h a r e d u c t i o n . 

3 And t h a t i s t he c o r r e c t i o n t h a t r e s u l t e d i n 

y o u r f i n a l e r r a t a ; i s t h a t c o r r e c t ? 

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

MR. RAKERi Thank y o u . I d o n ' t have any 

f u r t h e r q u e s t i c n s . 

JUDGF HOPKINS; Any f u r f - i e r q u a s t i c n s ? 

PECROSS FXAMINA-^ICN 

BY MR. MOATFS; 9 9 9 f f f ^ 
3 Cne s i m p l e o n e . I K t h a t e x y l a n a - i c n a i c t h e r 

way of s a y i n a you di i i^sQae d c j b l o c o u n t i n g t h e f i r s t 

t ime? 

A No, s i r . 

MR. "^OATFS; Tha'^k y o u . 

MR. RAKEP: Year Honor, w-̂  TICV? t h ; 

of ẑ . ' : • • : - ' v e r i f i ed s t a t e- n - > c - ' d . 

MR. MOATFSi No o b j e c t i o n . 

JUDGF HOPKINSi I t w i l l be r e c e i v e d i n 

ev idan ce . 

Y c u ' r e e x c i s e d , s i r . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N,W„ WASHINGTON, C.C. 20001 (202) 628-9300 
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77 10 

(Wi tnes s c x c u s - d . ) 

JCDGE HOPKINSi l e t ' s t a k e a 15-minute 

r e c ess 

( R e c e s s . ) 

^mmm 
mm 
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JUDGE HOPKINSi l H H | | V e t back on the r - c c r i 

SR. RAKERi Your Honor , KCS c a l l s Donald L . 

G r a f . 

Wherau p o n , 

DONALD L. GRAF 

was called as a witness, and having been first dul 

sworn, took the stand, and was examined and testified as 

follow Si 

DIRECT EXAMINATION 

BY ^R. "5 A KEF* 

Q Hr. Graf, have ycu submitted two v e r i f i e d 

statements i n these proceedings? 

\ Yes, I have. 

3 And i s cne of them a v e r i f i e d statement vhich 

i s coatainad i n KCS-12 ani bears your v e r i f i c a t i o n dated 

Septen-, ber 5, 19eu? 

A Yes, i t does. 

3 And have you su'—nitted c o r r e c t i o n s t o t h i t 

v e r i f i e d s t a t emen t which a re c o n t a i n e d i n .<CS-16 and 

t h e n subsequent c o r r e c t i o n s which i r e r o n t a i n e d i n 

KCS - 1 ' - ? 

A Yes , I h a v e . 

3 Do you have any f u r t h e r c orrections or other 

m o d i f i c a t i o n s which you wish t o make at t h i s time? 

A No, I do n o t . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., r-.W., WASHINGTON, D C. 20001 (202) 628-9300 
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Q As c o r r e c t e d , i s your v e r i f i e d statement i n 

KCS-12 to the best of your knowledge t rue and cor rec t? 

A 

Q 

Yes, i t i s . 

And do you adopt i t as your testimony i n t h i s 

case? 

A I do. 

3 Now, with egarl to the second v e r i f i e d 

statement, i s i t contained i n KCS-1U, and does i t lear 

the v a r i f i c a t i o n or your v e r i f i c a t i o n dated November 17, 

198a? 

A Yes, i t does. 

3 Do you have any c o r r e c t i o n s or ether 

m o d i f i c a t i o n s which ycu wish t c make to i t et t h i s t i n e ? 

A I do not. 

3 I s tha- v e r i f i e d statement, to thi 

your knowledge, t r u e and correct? 

A Yes, i t I S . 

3 And dc you adopt i t as. your f u r t h e r test imony 

i n t h i s proceeding? 

MR. ^AKEF; That com - " ' ^ s ^ ^ B ' G r " ' 

examia a t i o n . 

JUDGE HOPKINS; Mr. Moatas? 

MR. MOATFSi Thank you. Your Honor. 

CROSS FX.K.MT NATION 

ALDERSON REPORTINC COMPANV • C. 
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BY MR. MOATESs 

0 Good af t e r n o o n , Mr. Graf. My name i s Mcates. 

A Good af.arnoon, *'r . t a s . 

3 Mr. Graf, I want to ask you seme questicns 

about your statement i n KCS-12. Do ycu have i t there? 

A Yes, I do. 

Q Do I understand c o r r e c t l i , s i r , that the 

purpose of tne testimony i n t h a t volume i s r e a l l y 

t w o f o l d , f i r s t to submit seme h i s t o r i c a l f i n a n c i a l 

i n f o m a t i o n regarding Kansas City Southern, and seconi , 

to introduce and spcnsor c e r t a i n statements regarding 

the pro forma e f f e c t s cf revenue and expense chungos 

projected by Witnesses Ploth and Rawert? 

A That i s a gocd summarization-. Yes. 

3 Okay. Thank you. And you also sp"nsor, do 

you n o t , three types of pro f o r r a s , f i r s t , p-..o forma 

income statements f o r the f i r s t three years f o l l o w i n g 

the t r ansaction? 

A Yes. 

3 Then p::o fo rma ba lance shee-s f o r the t h r e e 

ye-irs - f o l l o w i n g the t r a ns-is t i c n ' 

A " t ha t ' s c o r r e c t . 

3 And a statement of sources and a p p l i c a t i o n of 

funds? 

A For -he three years as w e l l . 

ALDERSON REPORTING COMPANY, INC. 

20 F s r , N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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3 For th.? th ree years? 

A Yes. 

3 And those exhibi ts appear, do th«y Tiot, in the 

Kansas City Southern's i n i t i a l appl icat ion in KCS-8, 

Volume 3? 

A They do. 

3 And you have corrected ^he -- you have 

cecei/ed some corrected data from " r . Ploth and Mr. 

Rawert i n recent weeks, have you not? 

A I have. 

3 And having received those c o r r e c t i o n s from 

them, did you i n t u r n make appropriate adjustments te 

your pro formas? 

A I did . 

3 Were those ad jus ted or amended pro fjr .mas -end 

the amended sta.'-ement o f sources ,an1 a p p l i c a t i o n o f 

funds submitted to the Commis-sion and the pa r t i e s? 

A Yes, thay were. 

3 As formal amendments to the spp1ica-ion? 

A Yes, they were. 

. ''n r.-'̂  "s'. Wh-̂n i i d t h i t tak? plac^, 

counsel, i f you can t o l l me? 

MR. RAKER; In KCS-1«= , which i s dated January 

8 , 1985. 

BY MR. MOATESi (Pfsuming) 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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3 A l s o , t h e c o r r e c t e d papers - - c o r r e c t e d pro 

formas appear i n your work p a p e r s , do th?y not? 

A They do . 

3 A l l r i g h t . Good. 

KR. DPEILINGi W e l l , Mr . Moates , I d o n ' t want 

t h e r e t o be any c o n f u s i o n . KCS-ie was f i l e d r a t h e r 

l a t e . KCS-16 had a l so been f i l e d as the i n i t i a l 

e r r a t a . I t had c o n t a i n e d a d j u s t e d pro formas f c r t h e 

s u b m i s s i o n s made t o them at t h a t p o i n t i n t i m e . 

The document and the p ro fo rma shown i n KCS-18 

ar? i i f f e r e n t f r o m those shown i n K C - i * ^ , and t h e ones 

i n your work papers t h a t he may be r e f . - r r i n 7 t o , " r , 

Graf can t e l l me whether or not - - i s i t t r ue? ' 'ayb? 

th? a a r l i a r pro -formas or t h e I ' t e r ones? 

THE WITNESS; To the best o f my knowledge , 

c o r r a c t i o n s were s u p p l i e d f o r b c t h cha ' - - - s . 

BY MP. .MCATES; X E a f U P i n g ) 

mm 
3 

mom-ent , so we d o n ' t c l u t t e r t h i s r e c o r d u p . 
^mmgmmmm, 
mm^^^^m, 

A 0] |^n |gp | |g | |^hink - • --^Ts' '1 g o t o u t o^ ycur work 

p are the most r e c e n t ones . 

Can we go o f f t he r e c o r d f o r a moment? 

JUDGE HOPKINSi O f f t h e r e c o r d . 

( W h r e u p o n , a d i s c u s s i o n wee h e l d o f f the 

ALDERSON REPORTING COMPANY, INC. 

20 f ST., N.W., V/ASHINGTON, D C, 20001 (202) 628-9300 
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You concern me here. Let me have j u s t a 
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JUDGE HOPKINS: Back on the r e c o r d . 

,mmm9m MR. MOATES; Thank ycu. Your "onor. 
M^^^m^m 
m 9 9 9 ^^ATES; (Resuming) 

3 Would you t u r n to Page S of your tes t imony, 

Hr . Graf? This i s i n the s ec t i on t h a t i s headed Review 

o f H i s t o r i c a l F i n a n c i a l I n f o r m a t i o n . 

A I have i t . 

0 You i n d i c a t e i n t h i s s ec t i on what Kansas Ci ty 

Southarn's earnings were f o r 1982 and 1983. I would 

l i k e t o ask you, i f you know, what th? 198U r e s u l t s 

we re . 

A I do n o t . 

Q Okay. Perhaps we w i l l get some mid-year 

r es u l t e . 

Could I have Your Honor mark as counsel ' s 

e x h i b i t a three-page document produced to us i n 

I d iscovery by ''SC? I t i s a ne-w re lease dated July 

i 9 e u . 

JUDGE HOPKINSi I t w i U J « r | j H e d f o r 

identification -: -.^^i--C-ni. ^ ^ m 

C^he document referrr?d to 

was markad f o r 

iden t i f ic- t ion as F x l i i t i t 

Number SFSP-C-10 1.) 

' s 

mm^^m 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 62C-93C0 
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BY KR. MOATESt (Fesuming) 'V 

3 Mr. Graf , T see i n the upper l a f t h a n d corner 

you a n . l i s t e d as one o f the two contac t persons foe 

t h i s news re lease . I s tha t r i g h t ? 

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

3 So you are fc- .mil iar wi th t h i s document? 

A At the time I wrote i t , yes . Of course . 

J And t h i s new,"- release h i g h l i g h t s , does i t n o t , 

the saconi quar ter 19RU earninas o* Kansas C i ty Southern 

Ind ust c ies ? 

A Yes, i t does. 

3 I f you look on t l i e f i r s t page under the 

c a p t i o n Segment Review, i t i n d i c a t e s , dees i t n 

t r a n s p o r t a t i o n revenues increased 7 percent f o r 

seconi quar ter on a combenation o ' '^i-I^er a f n e r a l 

commodity car l o a d i n g s , more ton miler; of u n i t c o a l , and 

f r e i g h t r a t e increases which became e f f e c t i v e i n January 

and A p r i l ? 

Then i t goas on and i-ay- t these f a c t o r s 

were s u b s t a n t i a l l y o f f ; : e t by increased .^xpenr.-'-. ' - i 

r ' ; -eult , transpor^^ia t i c n o( - • ' ng i r - i - :ed onlv 1 

per cai t . 

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

3 A l l r i g h t . Then would you turn to Page 3 and 

look a t the a - ual numbers? W i l l you look under 

I ̂ ^^^^^ ^z^^^^^^^m^-

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W, WASHINGTON, D.C 20001 (202) 628-9300 
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ess ^egnent a t t; 

^m^mzz^^mmmmm^m 

f i n a n c i a l i n f o r m a t i o n by business ^egnent a t tUe bottom 

pa r t of t h a t page? 

A Tes. 

3 Okay. To de tecnine the income from opera t ions 

t r a n s p o r t a t i o n f n t r y f o r tho s i x months enaed .lune 30, 

' 8 3 , and June 30, 'BU, do T si;nply sub t r ac t t ie 

r a i l r o a d ' s expenses from the t r a n s p o r t a t i o n r ivenue? 

number s'lovn above to d e r i v e the income f r c m operations 

number ? 

A t̂ ' , you would n c 

3 Okay, how do you get to the income 'i rom 

op---rat ions numoet? What does t h a t nunbee re«pe-«sent? 

A W e l l , the income f ro-" op^'rat ions nimber 

c o n s t i t u t e s the t o t a l expetse- whi -h i-e c l a M ^ l e i as 

t r a n s p o r t a t i o n segment ope ra t i ng expenses de juc ted from 

th-^ sam t o t a l of a l l revenues which f»re c l ae ; i* ' i ' - J as 

t r . - i ' por ta t i o n revenues, and the major p o r t i o n of thi< 

i s r a i l r o a d , but i t i s not en t i r e ' . y i l l KansfS C i t y 

Southern R a i l r o a d . 

Q Can you t e l l wh?t propor t ion i f l ^ ^ ^ ^ B s a : ^ 

C - *• y - - i . thern Railro^.d? 

A I t would be minor , but I cannot give you a 

s p e c i f i c answer now. ^WP** 

3 Can you oive m a B B ^ B g ^ r Wh -ay -^'ncr, 

woul.* i t DO 1 or 2 percent n o n - r a i l , or would V'̂  

ALDERSOM REPORTING COMPANY, <NC. 

20 F ST,, N.W., WASHINGTON, D.C. 20001 .."'O?) 628 41 
\.9jo(^mmmK^9^ 9999m 
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mm 

t h e f i r s t 

mm 

per cen t ? 

A T r e a l l y d o n ' t know. 

3 I n o t e t h a t t he revenue shown under t h e 

t r a r s p o r t a t i o n segment i n c r e a s e d over 113 m i l l i o n f r c m 

t h a y a a r p r e v i o u s , f o r t he s i x months ended June 3 0 , 

198'4, and a t t he same t ime — I t h i n k t h i s i s a 

p h e n o i y n o n t h a t wa d i s c u s s e d w i t h M r . C a r t e r yes te rd ." / 

i n tha a n n u a l r e p o r t - - t he a s s o c i a t e d experses appear 

t o have gone up s i g n i f i c a n t l y , wh ich I t h i n k would be 

c o n s i s t e n t w i t h t h e sen tences we read on t h e f i r s t t-^ge 

o f your news r e l e a s e . 

A Y e s . 

3 So the f a c t i s , wha-ever t he numbers m i g h t h e , 

and I unders tand now we c a n ' t g e t the exac t number f rom 

t n i s i o c u m e n t , but whatever the e x a c t numbers a r e , t h ^ 

f a c t i s t h a t Kaaaas C i t y S o u t h e r n ' s expenses a s s o c i a t e d 

mttmHrn 
w i t h I t s t t > n s ^ t W r t i o n a c t i v i t i e s d i i i n c r e a s e f r o m 

108 3 t o 198 » ? 
A Yes , t h a t ' s c o r - . ^ c t . 

HR. "GATES; i'.ay I have another decu'T'--r-

marka l , Your H'-'nor? I t i s a cne-oaae nerfs r . - i " rou 

he Kansas Ci t> S o u t h e r n I n d u s t r i e s dated ^.unust 1 7 t h , 

198«4. 

JUDGE HOPKINS; That w i l l b-j marked f o r 

i d e n t i f i c a t i o n as SFSP-C-10 2. 

ALDERSON RFPORTING COMPANY INC 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 
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(The docum-'nt r e f e r r e d to 

was marked f o r 

I d e n t i f i c a t i o n as F x n i b i t 

Number SFSP-C-102.) 

BY MR. MOATES; (Resuming) 

3 This i s also a news release tha t i s dated 

August 17, 'SU, Mr. Graf , and bear? your name and that 

of Hr. Rowland as the con tac t persons? 

A Yes, i t does. 

3 And t h i s i n d i c a t e s , does i t n o t , that 

no twi th s t and ing the f a c t t h a t there may have been SOT'^ 

increase i n expenses, that the company, board c^ 

d i r e c t o r s of the company s t i l l saw f i t tc declare a 

l u -pe rcen t increase i n d iv idends on the company's s t o c k , 

co r rec t? 

A That s f^HMHR^. '^m^^^^^^^m9mmmi/^ 
3 And f u r t h e r down i t i n d i c a t e s t h a t the beard 

a lso declared a r egu la r q u a r t e r l y l i v i d e n d on the 

p r e f e r r e d stock? 

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

2 And cne ether i t^;a c-̂  m t e r . e t . '̂ Y - - - : i 

au thor ized a stock repurchase of the ccmpany shares up 

to a L i m i t of 75 ,000 shares. 

A That i s c o r r e c t . 

3 Did -hat stock repurchase occur , by the way? 

ALDERSON REPORTING COM! ANY, INC 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202; 628-9300 
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A I t has n o t . 

3 M r . G r a f , i n your o p i n i o n are t h e p r o j e c t e d 

gross and n e t revanue e f f e c t s o f t h e SFSP merger on 

Kansas C i t y S o u t h e r n s i g n i f i c a n t and m a t e r i a l enough f o r 

t h e company t o r e p o r t t h o s e t o t h e S e c u r i t i e s and 

Exchange Commission f o r d i s c l o s u r e t o the i n v e s t m e n t 

commua i t y ? 

A Yes , I b e l i e v e t h e y a r e . 

Q I n f a c t , you have done t h a t , h a v e n ' t you? 

A We d i d . 

SR. MOATESi Your Honor , I would l i k e t-- have 

marked as c o u n s e l ' s e x h i b i t a two-oage document . I t i s 

a Kansas C i t y Sou the rn Ra i lway Company f o r m 8K t o the ' f 0 P | ^ 

SEC d a t e d September 6 , 198U. 

JUDGE HOPKINSi That w i l l b.̂  marked f o r 

i d e n t i f i c a t i o n as SFSP-C-103. 

(The document r e f e r r e d t o 

was mar'.ed f o r 

i d e n t i f i c a t i o n «s F x b . i h i -

Numter SF^P-C-103. ) 

^Y "GATES; (Resuming) 

3 . i r . G r a f , you have seen t h i s document b e f c r ? , 

I t ak? i t ? 

A I have . 

3 Your na.-Be appears on the seccnd page as one :J f 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.'W., WASHINGTON, D.C. 20001 (202) 628-9300 
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1 the o f f i c e r s of the company au thor ized to submit t h i s 

2 r e p c r t , cor rec t? 

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

4 3 Now, l e t ' s review b r i e f l y the o ther events 

5 t h a t are being drawn to the SFC's t t e n t i o n . 

6 The r e g i s t r a n t w i l l f i l e on September t o ^ ^ ^ ^ 

7 198U, w i t h the I n - e r s t a t e Ccmmerce Commission a 

8 cespoasive a p p l i c a t i o n i n the proposed narger of - - I 

9 w i l l shorthand t h i s — SP and the Santa This 

10 a p p l i c a t i o n w i l i oppose the mers^er ? nd s t a t e t ha t such 

11 merger w i l l reduce annual revenues of r e g i s t r a n t by an 

12 estimated Jf27.u m i l l i o n and reduce annual net income by 

13 an estimated %J,7 m i l l i o n . 

14 Reg i s t r an t also reques' s t h a t i f the merger i s 

15 approved, c e r t a i n cond i t i ons be app l i ed which wouid b? 

16 f a v o r a b l e to r e g i s t r a n t . Such c o n d i t i c n s , i f a l l wer? 

17 to ba g ran ted , would increase annual revenues by f 9 l . 1 

18 m i l l i o n and increase annual net income by F1.3 m i l l i c n 

19 as o f f s e t s t o the f 2 7 . U m i l l i o n losses :̂ n r e c i s - r i n t ' s 

20 ravenies and | 2 . 7 m i l l i o n losses i n r e g i s t r a n t ' s net 

21 incem? which the SFSP merger woul.i ca-,ree. 

22 Did you prepare tha t statement? 

23 A Yes. 

24 3 And just so we can put i t in a temporal 

25 con-̂ .v. , t h i s was submitted to the SEC four days before 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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the a p p l i c a t i o n which inc ludes your statement i n KCS-12 

was suemi t ted t c t h i s Commission? 

A I b e l i e v e the t i m i n g on a l l those dates i s 

correc i . 

"O How, s i r , the f i l i n g of Septembe- 10, 198U, by 

Kansas C i ty Southern to t h i s Commission i i d show a 

f27 .382 m i l l i o n gross revenue l o s s , which I t h i n k you 

want t o con'^irm in t ha t blue volume i n Mr. Fawert 's 

t e s t imony . Tables 1 and 2 •rhat he a nd T discussed 

'm^^mm^ 
Do you r e c a l l t h a t number? 

A Yes, I do. 

3 Really I should c l a r i f y tha rac- ' rd . Tt i s 

r e a l l y i n Table 2, because i t says " r e s t a t ed" on i t . 

Now, t ha t Ta" le 2 as submit ted on September 

10 — I r e a l i z e i t hds been correc ted since then 

i n a ica ted a net r.-v^nue impact cdverse to Kansas C i t y 

Southern of ŝS. 1 n i i l i o n . Dc you see 'ba t? 

Please g ive ire scire t ime. 9K99m 
3 I am s o r r y . This is i n the same volume a 

your s t a t fcxen t , the dark blue volu-^e. 

A You are speaking cf Mr. Fawert ' s st '>tement. 

What page i s t h a t on? 

3 Page 5. 

A I hav e i t . 

ALDER' ON REPORTING COMPANY, INC. 

20 F ST.. N.W.. WASHINGTON, D.C. 2C001 (202) 628-9300 



3 

^^^^ d^l^mmk 

j m9r ^^m^mi^ 

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 

772U 

0 Ckay. Just c o n f i r m i n g t h a t as of the date of 

f i l i n ? of t h i s a p p l i c a t i o n the net revenue e f f e c t 

p r o j e c t e d by Mr. Rawert from the merger, which i s c a l l ^ | ^ | | | | ^ 

here Loss T r a f f i c Study Restcited, was ^5.1 m i l l i o n ? 

A Tes. 

0 Now, does the ^2.7 m i l l i o n net income e f f e c t 

which you r e p o r t t o the SEC four days p r e v i o u s l y , does 

t h a t core from your testimony at Page 16 where you show 

net income impact? 

A Yes, i t does. 

3 Would t h a t be the Year Threa number of 2.379? 

A R i g h t . 

3 Was -here some smal l adj i ' s tm?nt made between 

i ml^^3im the 2 . — we w i l l u a l l i t 6 and the 2.7 i n those f e 

days batween the two documents, o r i s t h i s j u s t some 

k i n d of a rounding e r r 

A H e l l , no, the number t ha t appears i n the 

o r i g i n a l E x h i b i t 17 f o r Year Three i s f2 ,681,000 loss 

under the losses column, and t h a t number was pu l l ed from 

E x h i b i t 17. 

Q Dh, I am sor ry . "̂ .:u ar-^ r i g h t , i t was. 3c 

t n a t i s t^e | 2 . 7 - n i l l i o r ; ycu are t a l r : n g abcut? 

A Tha t ' s cor rec t . . 

3 t iov, the co r rec t ed number i n " r . Fawer t ' l ' 

t ab le i s about ^^.9 m i l l i o n net l o s s , ind the number 

ALDERSON REPORTING COMPANY INC. 

20 F ST.. N.W,. WASHINGTON, C.C. 20001 (202) 628-9300 
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y £100,OOC 

ito 
y o u r t ^ b l e has been c o r r e - t e d t o 2.57^?, c o r r e c t ? 

A F i g h t , a p p r o x i m a t e l y |tOO,pO'0 d i f f t r e n c e i n ny 

t a b l e , 

3 Do you c o n s i d e r t h a - to be a n o n - r a t e r i a l 

d i f f a r e n c e t h a t l o e s e ' t r e g u i r e amending t h e '̂ '•<'? 

A A b s o l u t e l y . 

0 Now, th ^ f i g u r e , a l s c r ^ -^e^ r ing t o t he ^K now, 

t he f i g u r e o f 1.? annua l nv t income e f f e c t , i o you see 

t>^a-? 

A V e s . 

3 That i s " --ant t c r e p r e s r - n t , T t a k e i t , th-> ^ t 

o f c o n d i t i o n s , number - -

A Execs a -ne. Which acf ycu e -^--rr ing t C Ycu 

are r e f e r r i n g t c my v e r i f i e d s t a t e p e n t now? 

3 Yes, i f we l o o k a t ~ ^ j | j y j j | | | j j | | | | | . 

A The reason I e- ^ ? v i n g a ? i . - l ? t r c u r i e 

f o l l c w i n g yeu i s t h a t ' a- w c r k i n g — ' , . - : e f f 

o i my amended s ^ e r i f i e d st-----^ ^ r, t . 

3 •'^n cisi---r way for mt.- to dc - i-is is, can yeu 

-'irfst ,^ e -o the a ppro ee; - - : ' -/^'er •; -ti-;-ey or 

th- ' a c r i i c i t i - e wh-r'^- f i e ' . - h i ^ • ' - " i l l i c n ? 

h ' 'es, t h ; t i s i n ^ x h i ^ - i t 17, a l so th= ••' 

page. Pace 3 of a, wh ich ehcw-d Sf1,2"a,00G n---- l c - - f rom 

the l o s s s t u d y . Tt i s th-- ex---ct c c a n t ^ r ? : • : 

2,6 81 , 0 00 of aa ins i n the .-Tii-ie s t u d y . T n ry f i ] -

ALDERSON REPORTiNG COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (2021 628-9300 
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Defoca the SEC, w? roundad both of those nuirbers to 2.7 

m i l l i o n negative and 1.3 m i l l i o n p o s i - i v e . 

3 Just one more tir-.e. ""he paĉ - reference, you 

sa i d Page 3 of u of Ex h i b i t 17? 

A Page 3 of a of E x h i b i t 17, of KCS-8. 

3 Okay, and i n p a r t i c u l a r what l i n e number? 

A I t i s the very l o t t o - l i n e under the column 

C i i n j of 1.3. 

3 Okay. 

A I said of 1.3, but the gains column. 

3 Okay. Now, do you have the amended Exhi>-it 

17? 

A T do . 

3 Has n o t the numter you j u s t p o i n t e d r.e *c 

1 .3 , which you r e p o r t e d t o the SEC, he<- t h a t net Yt^-n 

ad . lus ted t - 2.1U7? 

A That number has b e ^ W w j u s t e d t o 2 . 1 « 7 . 

^ h 

3 And a g a i n ycu c . s i - ' e r t h a t rhana.^ so minor 

an'i. n o n - m a t e r i a l t h a t i t d o e s n ' t r.^quir'-- ' • -en t? 

A I wou ld respond t v - . : _ ; . " i r s t o f a i : .-i'l i 

s- i 1 1 n i n c r i • nor - - . 

the 8K was f i l * . - . ' w .is r e l a t ; ^ ; ' • ' 

m 1 111 0 n . 

2 ^ o t t h aa ins? 

A Not t: he g a i n s . 's core-.-ct. 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,, WASHINCTON, D C. 20001 (202) 628-9300 
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3 Okay. One guestion cn Paa<- 7 of your v r i f ' ed 

statement, s i r . 

A Yes, I have i t . 

Q You i n d i c a - e here and T t h i n k H 

t o i t l a t j r i n your number-d pa ragraph 1 t h ; 

December 1 , 19eu, t h e company had a s u b s t a n t i i l amount 

of deb t due.. f 2 7 . 9 m i l l i o n c^ f i r s t mer'-a^.ae bond de ' - t , 

an i t h a t you had accumula t ed a cash r e s e r v e of 33.6 to 

ae-.= t t h a t . 

Hav^ y-'U i n f a c t t e t 

A Yes, we h a v e . 

3 And ere your cash r^s e:: v•-• ;-, c 

s h o r t - t e r ' n i n v e s t n e n t s t h e r e f o r e now r 

or 1^ m i l l i o n ? 

A I t i s h i g h e r tha.T -h 

3 How much h i a h e r ? 

-A 'rfeuld r e f - ^ r tc '-'-eery o; 

f i c r i ^ l l i o n . 

3 Ckay. ^'o your know': < ''n-- in -r- t l 

a- - - i l a r — T - ; heu ldn ' - . - i ' ^ i l ' ' - . 

c o r r . ,- - ' w i l l ' -

^-••'- - t i n the nex t '--;- -- yegr^? 

A W e l l , w- "- -.•/-: c u r r e n t . n a t u r i t i ; 

the ra 11 road .:ach and every ye--, e : 

0 mzummmii s an i c ^ t i t a l 1 e - .-- - . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,, WASHINGTON, D.C. 20001 (202) 628-9300 
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3 Dc yeu have any o th - r to r tgage bond debts tha t 

rome i n th? next - -

A We i r n o t . 

ALDERSON REPORTING COMPANY, INC. 

20 F ST,, N.W,, WASHINGTON, D C. 20001 (202) 628-9310 
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3 So fWW'WHy** no c o n c e r n under f ' - -n t 

c i rcu .n s t ances a i . i w i t h the e x t e n d i t u r ^ s t : - ycu p l a n t o 

make f o r c a p i t c i l imprcvements a s soc ia* - ' w i - h IR^A an-? 

t r - i c k a g e r i g h t s , t h a t you would b? requ i re -" t o f i n a n c e 

those u n d e r t a k i n g s i n a manner o t h a r than f rom w o r k i n j 

c a p i t a 1? 

A The ^2 m i l l i o n o f c a p i - a l ê cp en d i t u r e s c l e a r l y 

cou ld be hand led ^rom w o r k i n g c a p i t a l , 

0 Do you have any i "^a of how much h i g h e r 'ban 

$2 m i l l i o n t h a t n j - ' i e r would ^ ' - t o h=^~ - ' - - ^ r - . . -/oj 

had t o reassess t h a t j u d g . r - n t ^ 

A' I t h i n k the answ---- t e th... • z .r t w o f o l d , " r . m m 9 \ 

^ c e - e s . I * would p a r t i a l l y t a - e d upon what"V<r cash 

r^ s t^a ^3 we h-id at t he t ime and -ha amoun- of 

a n - i c i p a t e d exr^-nd i t u r e ' - . 

I f i t ' s h e l p f u l t o tnese r r o c ^ . - e : ; . i , i _ wo-.ild 

be l i j ^ ^ ^ H l m e n t , b-ired upon my ---xp-irlenc e, th--.t w- coul -• 

f i ' -.r.e- p r o b a b l v as irue- ? ' v. .. • t o u t 

c c - . s i i e r i n g a d d i t i o n a l 1-b t c t -.-^ui t y , dt r - - ' ' i r e ur-"-n 

t r ' - i n g o ' ' p e n d i t u r e ^nd * ' 

- ; - , . ; . -zz r -. v - •• r • ^ , 

•v^,. -cr-ond a r p e e t to -h-st a- -w.-.r would r - ' ^ l i ' - - - ' 

t e w n i t we mi.-jji V-'em to be p r u i e n - e t o f cur 

f i n a n c i a l r e s o u r c e s . *-' y -e in • 

l o n g t^r-^ -•e-'^-s w i t h l^e-- ;-ind i t ' s cc; 1 e, 

ALDERSON REPORTING COMt'ANY. INC. 

20 F s r . N W , WASHINGTON, D C, /OOCl (202/ 628-9300 
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I e x h i b i t . i f , 17, and 18 -

they oar - j f y^ur .-.r-pl i ca ei on' 

7 7 3 0 

t h a t we would not wai t u n t i l we ec^ to a - i l l 

levv^l before we f inanced i ^ w i t h some form cf 

indebt edness '99^-

3 And t h a f s a l l predica-ed on the f a c - t.ha 

there i s no other outs tandina debt tha*- i s going 

become due and payable w i t h i n he nex- - I said three 

yea.-s-, what i f T made i t t , .ree to f i v e years? Wcui^. the 

answac s t i l l b--- the sate? 

A We do ha.e a ppr ox i .^-1 ely ?11 to ?'t3 m i l l i o n o ' 

debt .-hich matires each and every y a i r . Th . t represents 

the i n s t a l l i r e n - p o r t i o n o- - e - i t a l lease and p r i m a r i l y 

equipment o b l i a a t i o n s o. the r a i l r o a d . 

3 Do you typically ray -n-it d.lt from your 

existing cash resour--

Y?s, we havi 

. eCAT .-.Si I i -ould a ̂  ' -' ' 

wou lF>'void my macKing son-;.-thi ng , '.r--- t h r - ^ 
t o f eord? Arc 

C J ' 

^ ^ ^ - r ^ ^ 

ALDERSON REPORTIKJ COMPANY. INC, 

20 F ST., N.V/ WASHINGIOK. D.C. 200C1 (202) 6.*8.93 
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quest ions emanate from pages 12 and 1^ cf your 

t e s t imony , and I t h ink the answers w i l l come f rc :T! t h i s 

e x h i b i t . gigii^iiiiM^^ 

On pages 12 and 13, you -^ake reference tc the 

approximate ly s i x mi les of Southarn P a c i f i c t rack frcm 

Texas C i t y , Texas to Galveston, SF's I'odge Yard a- f t . 

Wortn, c e r t a i n a d d i t i o n a l conne;-ting t r acks tha t "CS 

would propose to cons t ruc t i f i t s a p p l i c a t i o n w-^re 

gr ante d . 

And you are the wi tn ' - s s , ar-" you n o t , w' e c 

inc luded the cost f o r thos-'» a c q u i s i t i o n s and nr- -racks 

to be included in the income st - - n* tha t s marked as 

E x h i b i - 17? 

A I 'm the witness f c r t h a t . I have i n c l u e e i the 

numb;̂ r 3 . 

Q You have i n c l ^ ^ H P t b e nuTibers. 

- i r s t of a l l , wi th r'^spect -c ' 

Jeras Ci ty -Ga lves ton l i n e , T ncte tha t -

E x h i b i t 1"^, which I am a f r a i ' . " -

to tn? volum? to r e f e r to - - at l e a s t u-

•̂mmmm: 
incimmpkb e 

m 
missee-. . :.'ct-. H to Fe . ' '• ' . .is th . ' t yc t 

made an ?stim.e-e th?>t the purchase of • > * l i n -= w^nld 

cos t f. 492,000. 

ALDERSON REPORTING COMPANY. INC. 

20 F ST.. N.W,, WASHINGTON, D.C, 20001 (202) 628-9300 
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A ""hat ' s c'-r--^c 

3 Wha-'e t he bas i s f o r " t h e 

A The -r ?. -^z f o r t h - i • i n 

me which w.ai p r e v i ' - - ' 

e s t a t - i d e p a r t t nt ;<.n1 o-i'- o p e r a t i n ? 

by a r - • 

- i t ' - - ? 

^ t i c n s u p p l i e d to 

= - ' „ r - , - r --̂  . 1 

p a r t n =< n t . 

3 Do ycu know w h e t h t r - h . i - eueb^r w 

on a c u r r e n t a e p r a i s a l ot t h a t l i ^ 

A Yes, I ^c . Tf 

S u r e . 

The .~?s" 

w V r 

< w 

mt 
v;i-jr. , and 

yeu 

e to g i v . 

^ t ' 

y nv. 

r e . 

A 

1 

•"hat e; 

:̂  c y .- e 

ALDERSON REPORTING COMPANY. INC. 

20 F ST N.W.. WASHINGTON, D C. 20001 (202) 62i-9300 

J 



3 1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

mm 
17 33 

fm 
Y?s, i t was. 

y r -I 

1 is? 

V : 
..V \ 

A To tha b-ast of my un i ^ r s t a n i ina , i t w a l a s e d 

upon an estimate of cerpar -. t l '-roper-ies, =.e- i t i s r y 

opi n i o n , although I did not ask, that i t w - upon 

th- experience of th*^ pecpie involved. 

3 A l l r i a h t . 

The nex t i t - ' i s 

purchase o f Hodge Yard f r o m Sou thern ^ a c i f i e e- v=.lce 

a- ' j 4 j 5 , C 0 O . '̂ o you see t h a t ? 

^ Y e s . 

3 A g a i n , was t h a t number d e r i v e d Y 

. y Kansas C i t y Sou the rn r- : 1 - - a ' - - - - ' - e . 1 ? 

A ' - z - , i ' w ^ s . 

3 I n mckina t h - e 

on th - proper*;y? 

A Yes, t h - y d i -•. 

3 'J i t ^ ; •: - .. - . - . I ' Y - re ' i c X 

ml^m 
\^mmr 

V cur r - e i 

3 Now, wculd your t e - ' i m o n y b- th 

a l s o app ra i s ed on t h a t " ^ a l v g c vs^.n-^ 

t r a c k s —i •. e ^ - . the l and? 

ALDERSON RtPORTING COMPANY INC. 

20 F ST., N.W , WASHINGTON, D.C. 20001 (202) 628-9300 
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9I9KKB 
' f . ^ r b iCk to a . l re i " th 

A I don ' t understae.-! the q u e s t i o n . 

3 How was the value ef Hodge Yard derived? 

A The value of Hoig<.- Yard was based on an 

est imated f a i r market value by cur r e ^ l es-ate 

department m c o n s u l t a t i o n with l o c a l r e a l t o r s . 

3 Was i t f a i r m?rket v a l u . of the yard as a 

going concern; t ha t i s , as a r a i l r o a d yard; or f a i r 

marke- va lue the land? 

A I would have to 

i n f o r a a t i o n suppl ied -c n., cr - n i s . I t ' s e-v r a i ra'.• 

l o n g , and i n *.^irness -here may be a v^^ri'-'ty ox i n p u t 

parai i? ters that w?re use-'. 

C ' 

t h t 'J e h -a V e ? 

A . -. i n the w c r k i - z •.-, rs prove-'- 1 

' I H ^ ^ ^ ^ ^ ^ B t b n -here i s also a f i - '^'cte H 

Exhi»-i " ^ ^ ^ ^ B , ; , 

-, t r • - - - i n a 

1 

21 

22 

23 

24 

25 

-iTony en 13-31 . 

T knew rh 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, C.C. 20<J01 (202) 628-<fJW 
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depar tment w h i - h made -h<: - e m i n a t i e n of t h e ; n a t e r i a l s 

? nr* s u p p l i e s r- q u i r e d , u s i n g i n v e n t o r y valu-'-e r - c ^ r s a r y 

t o de te rmine the e r i c ? of t h a t , i n s l u i i n o l a b o r 

components, e-̂  c e t - . t a . 

3 A l l r i q h t , s i r . 

Then t h e r e was a N'o---̂  0 t o E x h i b i t i*^ r i a h t 

above th t . ee vou se.^ t? Tt says "T-c 

> _ . , _ _ V, 
^ a w . 

t e n 

r- zr 

en---hAl f of e -. c * e. F - ' s 

I t T - r m i n a l i^a i lw^y own ere e ip ; e t --- ( 

^ ^,.1 p , i n i . 

A Yes , I see t h a t . 

0 The a p p r o p r i a t e f i g u r e f-^r - h e t n c t e i s 

f 1 6 5 , D 0 0 ; i s t h a t r i c h t ? 

A " n a e ' s r i g h t . 

3 I s n ' t t h a t t h e s,=>me nu.nb?r t h a t w => s c-n >. 

h a n d w r i t t e n sh--et t h a t I i n t r o d u c e d i n my e x a t l n a t i e n e f 

^ r . C a r t e r y e s t e r d a y ? 

you 1 e r 

A I be l i e v .= i t i s . 

0 And h e i nd i . w : 

e x.̂  mi a ?, t i on ? 

^ I d'-Z. 

3 He i n d i c a t e d , d- ne t , t h . \ -

i n t e n t i o n w i t h r e s p e c t t o t h e i n t e r e s t of Santa** 

the Houston - t h a t a f a i r p r i c e be p,-̂  i d -

A I t h i n k t h a t ' s " . - ^ t he s \ i l . I would 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N W WASHINGTON, D C. 20001 (202) 628-9300 
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r e l y i n g on my memory. 

3 I thj.nk we cculd get •he t r a n s c r i p t , but T 

looked at i t a wh i l e aao, and i f T remember r i g h t , he 

i n d i c a t e d a t t r a n s c r i p t 7390 and 91 t h a t - - wel.'., I 

don ' t want t o paraphrase i t . Let me get t h a t . 

He s a i d , "This sheet ," r e f e r r i n g -o the 

handwri t ten dorumant I showed him t h a t had the mmber c f 

f l 6 5 , a 0 0 on i t and an i n d i c a t i o n tha t tha t had been 

taken from the P-1 - -

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

3 For the ^anta pe — he s a i d , "This sheet was 

as?d ^y our c o s t i n g s t a f f i n order to set seme c o s t s . I 

d id not have t h i s i n the back cf my mind when T nada the 

o f f e r . We're going to pay whatever the Ccmir.ission t e l l s 

us -Ji? value of that one-ha l f o f ono-? iah-h" - - he 

c o r r e c t s nimsL-lf - - "one-hal f o f one-quar te r , which 

woul i b? o n e - e i g h t h , of HR&T's value ;T!inus a l l the r a i l 

e state . " 

•-mm' 
The quest ion i s , i n your expert judg-nent, dc--̂ s 

ff165,000 represent anythina l i k e the f a i r value f c i 

on=»-ni I f cf -1 • . - "•.-'- sh-. re o* the H'-ustcn Felt*' 

A I th ink i t was a p e r f e c t l y l o c i c a l and ' ' a i r 

th ing to use f o r purposes of prepar ing these pr_ô  

formas. 
8 W e l l , t h a t ' s or wer. -lew a t cu t n| 

ALDERSON REPORTING COMPANY INC. 

20 F ST., N.W., WASHINGTON, D.C 20001 (202) 428-9300 
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t o ny q u e s t i o n , i n your judgment . 

A Ro. I have never seen the p r c p e r t y . I do 

not — I have n e v e r looked a t t.he d e t a i l o f the p r o p e r t y 

t h a t ' s i n v o l v e d . What ve have here i s an e q t i t y 

inves tmei . t by a number o f r a i l r o a d s j n a company which 

i s das igned t o p r o v i d a s w i t c h i n g s a r v i c e s , and who.se 

c o s t s t r u c t u r e and income -tream :s r e f l e c t i v e , i f y c i 

w i l l . , o f the s a r v i c e s '» . !rovided. 

I t i s — has been the j u i g m a n t o f both myse l f 

and my s t a f f i n u s i n g the e q u i t y i n v e s t m e n t o f t h e Santa 

pe ia t h i s nunbe r , t h a t i t i s a non-inccma^| | j | | j | |p>.cing 

asset whose p t i m a r v purpose i s to p r o v i d e e g u i t y 

p a r t i c i p a t i o n by a l l t he r a i l r c a d s who s w i t c h i n t h a t 

I t ' s n o t u n u s u a l , i n my j u d g m e n t , t o u.se a 

book v a l u e wh ich i s e s s e n t i a l l y tha number t h a t w- \̂ s--.'' 

i n t h i s p a r t i r j l a r ca se . Tn nc way would I d i s p u t e w i t h 

Wr. C a r t e r the f a c t t n a t i f t h e r e i s a d i f f e r e n t va lus 

detert 'i i n e d , we are not s u g g e s t i n g we have a pree 

number f o r th.-- v a l u e . 

C b v i ' j u s l y , i n a - h i r . ' p-r*-y t r a n - - - ' o n , ' 

p r o p e r l y n e g o t i a t e d , o r e wculd expec t t h a t yov pay 

wha t e / e r t h a t p e r c e i v e d v a l u e i s batween two independen t 

p a r t i e s , be i t a number h i g h e r than t h i s or perhaps a 

number l o w e r t han t h i s . 

ALDERSON REPORTING COMPANY, INC 

20 F ST„ N.W,, WASHINGTON, D.C 20001 (202) 628 9300 
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3 I s n ' t i t t r u e , .'^r. Graf , t h a t sometimes 

non-inccme-produci ng assets can be very valuable asset.'^ 

f o r a p a r t i - - u l a r bas ine t :? 

A That i s c e r t a i n l y p o s s i b l e ; yes. 

3 And i s n ' t a very good i l l u s t r a t i o n of t h a t i n 

the r a i l r o a d i n g business t f rmina l r a i l r o a d s ? 

A I d o n ' t know. 

Q Did you hear rir. Carter t e s t i f y tha t he had 

had % conversa t ion w i t h a t r u s t ee of the Rock I s l a n d 

Rai l road about the p o s s b i l i t y o f acqu i r ing the T r u s t e a ' s 

i n t e r e s t i n the Houston Bel t? 

A Yes, I d i d . 

3 ^re yon aware cf whether there was any erice 

mentioned i r th a t conversation? 

A I'm not aware t h a t any price was menticned. 

0 A couple 0-" other questions abcut ^ x M b i t V 

while we have i t thera. Can you confirm f o r me, s i r , 

since I am not an expert on reading balance sheet.-, that 

the t o t a l assets i n the l a s t column on each of -e e-> 

pages, the t o t a l assets f o r KCS are projected tc 

ini-r-'ase betW''--.-:n the pro forma year ard year -hr<̂ --- by 

sorretaing i n the r . nge of ̂ 15 m i l l i o n ? 

A Would you repeat your question again new, 

3 Yes. Could you c c n f i r m or t e l l me i f T am 

ALDERSON REPORTING COMPANY, INC. 

20 F ST„ N.W., WASHING fON, D.C. 20001 (202) 678-9300 
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misraading - - which j - f ^ Y - - ^ ' ^ these pro ferwas? can 

you c o n f i r m t ' . a t they do, i n f a c t , de rons t ra te tha t the 

Kansas C i t y Southern w ul-" enjoy an i n c r a a ^ i n ^ . t o t r l 

assets c v - r t n i s three-year per iod of ?pproxTmaTeTy f 16 

• i l l i o n ? 

€•11 
A At the e n l o f year t h r e e , i t would seem tc me 

t h a t t he number would be approximate ly ?2n m i l l i o n . ?.nd 

I ara basing tha t or. the f a c t t ha t i f yeu look at rage i 

e r , you see a 

number, and i f 

you compare t ha t t o t h r Icwer r i g h t - h a n d number o'' cai? 

6 of 7 of E x h i b i t 16, ycu see tii« number |'^72 m i l l i c n . 

wmm^ 
So, i n answer tc your q u e s t i o n , i t weuld be i n 

terms of a quick response, a ppr ox i m a t l y 120 T i l l i e n . 

3 You ' re r i g h t . That.'s why I askai the au-- - t i c n , 

because I had used che pro Tcnnc number on the t h i r d 

page, which was wrcna. 

\ l s o , l o c k i n g a- the e n t ^ r ^ ^ ^ ^ ^ a ry cash 

i.e-v--st ments an* accounts r e ce 1 v ab 14 ," 'Cri n y o ^ f l n f i r m 

of 7 i n E x h i b i t J l i i j ^ ^ ;.ha lower 1| | 

nuinbec of |p552 mi^fTon^, which i s th 

-,-iat the surr, ot i - i -^^IWiyBBt r i >-c wculd •- i . i -her ^y 

th ree than t h ^ ^ ^ B f c i ^ r c f c r - -, y - . r ? 

1 - d d ^ ^ ^ ^ ^ l ^ W ^ ^ n d I ' l l jur-t -sk you 

see i f i t looks l i k e i t ' s about 8 1 m i l l i o n versus 76 

m i l l i 0 n . 

A The '••eatnning number i s , as yc-o hav- e =i • , 

m 
ALDERSON REPORTING CO.MPANY, INC. 

0 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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r o u g h l y I z m i l l i o n . The e n d i n g nuTiber would be r o c g M y 

83 m i l l i o n . I d i d n ' t add i t . cut i t r^eets t h e 

r ea sonab leness t e s : . 

3 I n =»ny e^-en . , i t i s h i g h i T ^ 

A I t i s higher. That's c o r r e c t . 

•^mmm 
^ ^ ^ • H r One othar question i l o u t the e x h i b i t . Oj^pr^a r 

o-ie —'• yes, year one, page 1, under the annual net' 

Chang? f o r temporary cash investments, ycu show a 

decrease of about :|18.u n i l l i o n . 

Do ycu see that? 

A Yes, T do. 

3 And we h a v t a N'cte t h a t t e l l s us t h a t - - l e t 

me ao back t o th? bcok f o r a, m inu te - t e l l s us i n 

essence t h a t t h a t ' s due t o con v e r s i c - ' - . Tt says 

r e d u c t i o n c f cash i n accoun t s r e c e i v a b l e due t o d i vert.sa^^ 

•99ti^ 
t r a f f i c f rom ''CS -o t he SPSF merged s v s t e m . 

A Yes. 

3 Jiftce does t h e X'iP. .U m i l l i c n co.i;- f r o r ? 

A ' f f i e f 18. U millicn is the net effec*:. of all of 

th-- other chanaes in the annual nch-na--- cclumr. .-••^-•-h 

is d??igne''. tc _ .= . c al 1 y - -i. ve us •• : iedication ef i.ow 

th - '.-onpanr's finincial ce.^ndition chanaed '"re- -h-^. 

beginning of the year to 'ehe end of the year. '9999 

3 I guess my prohl '^m here - - and y o u ' l l ':; o 

excus= me b-̂  - - ne* .̂ f i n a n c i a l .^xper- — i ^ wh --̂  ALDERSON REPORTING CCMPANY, INC 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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3 ^^^^ 

I look a t I r ^ a w e r t ' s t a b l e s a a a i n , i t ap re? ' 

t h a t t h e r e i s a g r e a t e r c c n t r i t u t i e n t c n. ; t revenue as a 

r e s u l t o f t h e r e c a p t u r e and g a i n s t u d i e s th-an t h e r e i s a 

n e t l o s s a.; a r e s u l t o f t h e l o s s t u d i e s . 

And, i n t u i t i v e l y , t h a t would suggest t o me 

t h a t you would be somewhat b e t t e r o f f , and t h i s c e l l s me 

t h a t y o u ' r e g o i n g to be I I P m i l l i o n worse o f f i n terms 

^ ^ ^ ^ ^ ^l^^y^l^u 

ot cash i n v e s t m e n t . - a H L S B I ; 

A That i s r ?t *-he ' n ---r - i e," z^ the f : l8 i r i i : . i c n . 

That i c e s no t r e l a * e t o th-^ aa ins or l o s s e s s t u d y a t 
a l l . 

Q I t ' s j u s t t h e l o s s e s ? 

mm 
\ So . I t - i c e s n ' t r e l a t e t o e l W f r . I t 

recres-^nts b a s i c a l l y t h e r e c h e n i c s t h a t we would i a v e t e 

go t h r o u a h t o r e f l e c t a d j u s t n e n t s t o our b e a i n n i n g year 

ba lances so - h a t w e ' H i ^ u n w i t h t he a c t u a l end ing y?a r 

b a l a n c e s i n cu r b a l a n c e e h f t t . 

T go- y c u . 

A The Commission r - q u x i - o us t c use the 

y.----r t h r e e t i m e s i n =» r o w . f r ;= ' 'er purposr^s c-̂  

f e r e c ; *.ng our be lane.- - >-1 ef . e g - , -J-•: haw.- - - w • ,• ' e 

do t h a t except to r e f l e c t *he same d i f e r en t : 1 t Y ^ t 

e x i s t e d d u r i n g th-- ye-^r 19P3 t o each e ."̂  t h r e e s u c c e e d i n g 

y ^ . r s . 
And , un t o r t u na te l y , cn a b? l ance sh'~-'-t, t he r 

ALDERSON REPORTING COMPANY, iNC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628 t>3C0 
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mm numbars c a r r y f o r w a r d . 

C T h a t ' s - h a t I was a f r a i d o f . Jus 

q u e s t i o n s i f I may. On page ' U , y o F l T d i c a t e t n a t 

p r o j e c t e d r e d u c t i o n s o f f e d e r a l incotu t t axes were 

a p p l i a d t o th? p r a t a x l o s s e s a s s o c i a t e d w i t h d i v e r 

t r - . f f i c . 

Those r fcduc t icn . s were made a' t he s t a t u t e r 

r a t e of 47.5 p e r c e n t . I i d KCS i - i f a - - , " . r . C r a f , p 

19«<3 inccme t axes at t h e s t a t u t o r y r a t e ? 

A What i u pa id an^. wh i t books f c r a c c o u r . t i n 

purposes a r e two d i f f - r e n t t h i n o s . U- are r e q u i r ' - d 

un-̂ : er the a c c o u n t i n g p r i n c i p l e s , whic*-' i s what t-• • - ^ 

f inane ia ' ' s t at--̂ .T< n t s a re * - - . . " - - ' i u p o n , l e i-sr-;-^ the 

s ta tus-cry ra t or any o t h e r e f t a c t i v e r ^ " - wnich t ak€ i 

i n t o - o n s i d e r ? - i o n - h s ^ H t a M t i n g cle!r.--ntr the 

^^^mm-
t or n i n e i nc " • \ r . 1 e s . 

•̂n a tax r e t u r n has s , *' : ,eunts n 

d i f f a r e . 

3 I n f i c t . '̂ o t h e v c i 

They d-j d i f f ' i t . 

* t 4 ^ .r- "> 

e f f e c t i v e rat^ lo'-/er tr.in f • 

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

u-o'-y ra 

3 On page 16, your l a s - p.araaeaph, y^u 

•3 r e ' - J r m -1 p r o i e c 11 c r. e n v ? 1 

ALDERSON REPORTING COMPANY, NC. 

20 F SI N.W., WA'..HINGTOH, D.C. ?.0001 (202) 628-9300 
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w i t h t h e i f f i r m a t i v e c o n d i t i o n s sought by KCS, i t ' s 

e a r n i n o s w i l l be n e g a t i v e l y impac ted ever the t h r e e yea r 

p e r i o d r e q u i r e d t o implement t h e o p e r a t i n g p l a n . " 

That r e a l l y i s n ' t t r u e f o r a t l e a s t year one , 

now t h a t y o u ' v e made t hose changes , i s i t ? 

A T h a t ' s c o r r e c t . Put .-̂ v r e f e r e n c e here i s ever 

the t h r e e - y e a r p e r i o d and the c u m u l a t i v e e f f e c t of a 

p o s i t i v e 118 and a minus 65 and a n e g a t i v e U3? would be 

n e g a t i ve . 

3 S l i g h t l y n e g a t i v e . Eut waen you f i r s t drew 

y o u r c o n c l u s i o n s i n t h i s v e r i f i e d s t a t e m e n t , r.s yuur 

o r i g i . a a l e x h i b i t showed, t he p e r c e n t a g e s ef loss-^s 

r e c o v e r e d by c a i n s -jas i n year t h r e e l*:ss than 50 

p e r c e n t , and you now show the^i as b e i n a 33 p e r c e n - . 

A T h a t ' s c o r r e c t . ecwever , my Etatement i<^ 

s t i l l c o r r e c t a n i t h e r e f o r e -j-r z n o t c h a n j e d . 

0 Cne q u e s t i o n on F x ' ^ i M t 1« which i s ^he 

s t a t e n t n t o f sources o f f u n d s . Can you s i m p l y cen-^irm 

f e r mi t h a t I ' r . r e a d i n - j t h i s c e r r e c t i y ; t h ? t i n the 

c o r r a c ted e x h i b i t , t h e t i n year thre .^ you shew a n^ ' 

i n ' •r-a se i n wor'' t - i * •> z .-" -

cv r-r 110 .5 m i l l i o n ? 

I t h i n k i t ' s t*-..-. i : , ~ t l o w e r r i g h - - h 

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

3 By the way, have yeu ever s-:nstre 

ALDERSON REPORTIN'.: COMPANY, INC. 

20 F s r . N.W., WASHING-rON, D.C. 20001 (202) 628-9300 
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forma income statments to show the e f f e c t s cn KCS c f the 

lossas a t t r i b u t a b l e to t h i s merger only? In other 

words, not a ne t t ed k i n d of pro forma? 

A No, we have n o t . 

3 A l l r i g h t , then . L a s t l y , over on page 19 i i 

your c o n c l u s i o n , I note t h a t i n your e r r a t a , you have 

s t r i c k e n the words "revenue and ," so tha t th? coe.clusicn 

i s no longer t h a t the revenue and earnings gains 

p ro jec ted by KCS would o f f s e t approximate ly F3 percent 

of t h i losses ; only the ea rn inas . 

Wasn't i t t r u e , even m i - i a l l y , tha t th.-

revenue gains p r o j e c t e d exceeded s u b s t a n t i a l l y -he 

revenue losses pro jec ted? ^|||||||||^ 

A Tha t ' s c o r r a c t . That was s t r i c t l y an e r r o r , 

very miner . 

8 In f ' c - , a t t h i s ' ^ ^ ^ ^ H e - / ' - th th-^ 

E c o r r a c t . ma t was s t r i c t l y an_error i 

^S^^^^mm. mS^m9 
c t , a t t h i ^ | H H H | e - / ' - ',.•-• th th-^ 

correcte-e nun;e.:rs, the q r o s s r---v̂  .eu--̂  :..zzz are •• c r e t h i n g 

l i k e 31-ZZ' p e r c e n t o f t h e p r o j e c t e d c r e s s r^^venue l o s s ' 

A Tha-'s r 1 h • . " h a t ' s why t f • -7 c v ̂  

m a d e . 

2 Thank veu, " r . -"raf. Tha t ' s a l l ny 

ques t ions . ,^^^^^g|| |g| |^. 

^^^^^^mmmmii^ 
JUD^F HOPKINS. Redirect? 

^ ^ ^ ^ ^ ^ K R . "DATES; Excuse me. I ' l r s o r r y . " r . 

Rawer tKlcked those few quest ions to ^'r. ^r f and T put 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., •..W., WASHINGTON, D.C. 20001 (202) 628-9300 
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the?!! a s i d e and f o r q o t about t h e m . Jus t t o c l e a r t h i n g s 

up 4HI 
JUD'JE HOPKINSi GQ i h e a d . 

EY Y l . 'MOATES r 
^^^^^'^^mmmmm 

I/O y-(U remember when I asked I ' r . Rawert about 

t h e seven o r more s u p e r v i s o r y p e r s o n n e l t h a t K r . C a r t a r 

i n d i c a t e s and your o p e r a t i n g p l a n i n d i c a t e s would 

add^ i on t h e rou te? 

A Yes . 

3 How did yeu account for the c c s t of -hose 

people , or where did ycu account for i t ? . f l l H r S H I 

A We a c c o u n t e i f o r tha c o s t . _.;ii',5„,.£. 

each o f the t h r e e 

E x h i b i - 17. 

3 I s t h e r e a p a r t i c u l a r tRUt document , 

f o r t h e c o s t of these people? ^m9 

e wou'' d 

A Yes , t h e r e i s . 

3 I s i t i n y c u r work pape 

A I t i s . 

3 Did you hear " r . C a r t e r t e s t i f y 

. ' i o n a l sal--s o f f i c e s and -. . 

employees i f JPYh i s succe-^sfu l? 

A Y e s , I d i d . 

MR. B P r - Z ; He s a i d " i f n e c e s s a r y , " d i d n ' t 

he? 

t h e r 

ALDERS J N REPORTiNG COMPANY, INC. 

s r , N.W., WASHINGTON D,C. 20001 (202) 628-9300 
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!!R. MOATES; I assumed " i f necessary" meant i f 

IRIA was su c c e s s f u l . 

THE WIT|ESS^^L'»-cected statement as 

worded. I did und frl'f'indT as counsel TITS'" s a i d , *-bat h? 

wculd do i t i f necessary. 

BY PR. HOATESi (Resuming) 

But the only p o i n t I wanted to c l a r i f y i s t^'at 

the only expense t h a t you hav? includ?d f o r purposes of 

c r e a t i n g a pro forma are -he seven a d d i t i o n a l 

supervisory parsonnel shown i n the operatina plan?j|j 

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

WR. MOATESi Okay, thank you, s i r . 

MR. RAKERi No r e d i r e c t . Your Honor. 

'va I.ove tha admission of ooth v e r i f i ' > i 

stat?T»ents of r . Graf. 

JUDGF HCi-KIN''i .'.ny o b j e c t i o n ? 

MR. WOPrF=^» No c l i e c t i o n . 

JUDaF HOPKINS* They w i l l b.- received i n 

.mmmm 

mm 
Y^ . "CA'^:^:"; T m .-)ve iry ccu' i ' " e x h i b i t s f c r 

M L 

mm 

n e s s . 

JUDGE HCi:' 'T'l^4 Any o b j e c - i e n ? 

HR. RAKER; Se o t j - c - i o n . 

JUDGE HOPKINSi They w i l l r e c e i v - i 

e v i den ce . 

9I&I9K999I^ 
"I^WP*^-' "m^m^^^^mmmmmmmm ALDERSON RFPORTING COMPANY, INC. 

20 F ST., N.W., WAJHINGTON, D.C. 20001 (202i 628-9300 
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imîmmm̂mm̂kt. 

(The dccu'-.^n-s r e f e r r e d tOp 

p r e v i o u s l y marked E x h i b i t s 

3FSI-C-101, 102 and I C i f o r 

i d e n t i f i c a t i o n , were 

H H H P rece ived i n ev idence . ) 

JUDGE HOPKINS* Off the r e c o r d . 

(Discussion e f f -he r eco rd . ) 

JUDGE HOPKI!.'C; ' ^ ' e ' l l be i n zezr-.ss u n t i l 9*00 

0 'c lock 

(Whereupon, a t 'i*.?? o ' c l o c k p . f t i . t h " heering 

re-ceeead, to recctiven- at 9. CO o ' c l ock a .m . , tr.e 

f o l l o w . n g morning ay, lanuary 17, 1985-) 

ALDERrON REPORTING COMPAN> INC 
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