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econem ic performance i ! ral ways Cn

distort resource a
statement?

R Yes.

Doez the exercise of market pcwer always

resource a1llocation?
In an eccnomy where cther markets
tit’.ve, then
allccation

re high deg
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literature and in my own usage the two
power” and "mocnopoly power" -.:an

0 But you did ackncwledge ; > i I o)

sore 1egree o market power might not rroduce monopoly

profits, did you not?
lell,

in sSOn
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practice, are y>u not?
A Well, different:
price iscrimination,

vhat the traffic will blear,

patterns in this and other utiiity sectcrs

sectors ocutside utilities. Yes, 1 am fani

that.

And does differen
pricing not involve chargin
price to cost ratios where
permi : point

Tes. You used

use price discrimi
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witnesses, and i

cacse, wher2 a p=srma

may b2 happening,

that imposes
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make a firm a2 monopolis

What is the essen
And

essent ial charact:

firm which has all

rarket, cr

that axceed a comr
Well, I

1istiaction tha
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parcent, might produce surercergpe*titive

firm shich has that markat

market the same market share, for

wcull rot proiuce supercompetitive profi
A Yes. The point T think you

an either-or example cculd

gradations. That 1is,

indicated by any agiven

betvwee
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inept. TIf ycu wish

0 I tried to assume tha

trying teo get at the clear case
firm is not inept, where it i:
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firm in
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period of ati the firm with a very high market

-

that this is a transitional or a short-raun or unstabl=2

situation. That there might be stabl2, cecntinuing

losses one would not expect, but of
many possibilities that little fi
cks le

ge chai
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position, beciuse -icities f demar muy have =2

high market shar
which is equal to its cost
A Well, you see, here
instead to the concept of exces
usually why there would be a de
why there has bteen

for

others who take

cost and eccnonmi

of losksta2p iia2ntf
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relevant or not, may they nct te relevant to
railrobads must sat their prices?

A They may be relevant, but as I have tried to

indicate, they should not be acssumed tc be always

present and therefore always a justification for prics
discrimination in the railroad sector
But they may be times?

They may be soms

So you think it

ads may not need to

correct,
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make an adequate but not an excessiv

A Well, there have to be hidden

th:re, again, that the management is
5 | I assume that and ask you
A -=- and that there is no ot

viabls railroad --
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vould not produca econom’/c disleccations tha
wores2 than the dislccations that would occur

san alaquate profit. Isn®t that also correct?

A Well, again, my 2gresement with tihis

the narrow confines of your assumed situati
9 Whether they are narrow or
Commission. We may disagree abcou
narrow , but I havs asked you to make those
for purposes of thes answver.
theo hen we
visw this is a short-run cas
curren t in theory, vy
justifie

price
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as an econcmis+t to u the =

re the costs that an

account

historical financial statzments, or wo

use current replacement cost, efficient

cost, assuming tirst the asset would be

R Yes, this is 1at

has

v

literatur+ for at least

and

that.

In principle, replacement cost is

bacsis. In f8ct, 1t 1is »0 hard to appl

must instead stick with the

that go for original cote.

So, 1 the

SUPPOSH

depend on the relative eacz=s

using one method

o7

the

But weculd
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are discus
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that come

be rzplaced in quite the =ame way. Wha% we are

about is an efficient way of replacing them
the same service capability
Well, yes., All
9, Well, this is a
theoratical questicns ray
policie
ijvdgments
one thing 1 aave
is that one
trying ¢ apply
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Yes.

g So is it correct that you belisve that there

are some areas where rails and trucks are substitutatlle,

if not perfectly, at least clocely?

A Oh, vyes, in some
ly needs noting.
Okay. Now, is
hcw close the relative

ow much profit

makea?
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clos=2ly substitutable.

J I asked about costse. You had indicated in

your testimony that ices : ! way to lcok
costs wer2 another.

Ultimataly they are, yves.

And I am coming to the gquestion of

not zomparisons of costs one of tha ways tha

lock at che closeness cf substitutability and

to which the lower of the tweoc cost modes had
tc increase its profit$ by pricing
the higher cos*t mode?

T believe so.

And wculd you not

ble to ea
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commoiity or a particular service.

not able to char

which produced mcnopecly profits

service. Would ycu not

mode is, if not
here is something missi
for rail, and yet the
Incremental costs

Yes, but they 3
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it might not.
When might it?
scmething that

to special
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a given commodi

commeiiti he two points

getting them m here to ther

the area within ] he ma 3

origin, is

markst must
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t cre would inquire intc

in fact substitutable, closely

me change my
instead of

iles compe
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sometning from another
markat,
0 I would nct s & t those :two be

confused, but having clarified

they arz different

origin and perhap di arent modes

origins, na2vertheless, 1 area

Yes.

substitution of

ALDERSCON REPORTING COMPANY, INC

20 F ST., NW., WASHINGTON, D.C. 20001 20
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patterns that emerged frcm any of the sides. So 1

it, as I 4o much of what Professor Baumol

interesting theoretical exercises, but

you wouldn
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you,
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belisve.
Okay. On page 10 ~- should say vy

discussion of contestability

and moves on for several pages.

you much about that, but I do have a
questions, and cone of which
footnote, the last sentence
possibility that 2ntry mi

incside the mazket is almcs

cruci | ion is one of

betweas

condi
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extreme theoretical versicn

theory and focus

pot

sent2nce in

con

in

ent ial entry,

footnote

of

-
-l tu T BROX

which I gather is

B Exactlye.
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degre= b in : 5, hut cculd

also 23 ;0m2 : y - n s, depending
on the

A

S .
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as a restraint
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With respec
int that's ir sed ¢ may > imp

*o be ticght

Nell, the wecrding
sitvation, whereas in fact,

some degree scne aspons

rapid cr not quite so

the evaluation of the 1ik

>0 the restraint

even thougza th

se within

| 35 S04

Ch, 3 S This ha: lways

i ncumkbent

anticipati
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factor was, again with
vltra-free entry, you s2a hs ent ¢ zan Jjump O of
the market guickly at
will incur will b= are

And my question i si he mcre

traditional analrsis, for . traint to he ticht,

restraint imposed by a potentia » d0 sunk costs

have to be

Baumol and his grcup have
factar ., 1

evaluate,

could e r

with wha

th-ory
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either one that is the mainstrean
the farfetched Baumol cass= These are all
degrea2 , and how they interact ¢r balance
to case will be a matter for factual
Q R1l I*m asking
some degree of sunk cost
with restraints imposed by for new ent
traditicnal analysis.
Somz Aa2gree of c¢
And the ccnstrair
some iegr2z, perhaps small
that also true?
Well, again, tizht meaning sut

right down tc rlacinrg ccst --
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wh2re, relyinoc on other psa«

that the SFSP market sh &

percentc
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Let me ask

What corrideor doe:
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proof is clearly that marks share ike 1ese do

invelve substantial market pow= the ikeliheccd cf

excess profites. And theref

of strong contrary evidance
there is that kind of contr:

BRut 1
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evidance. You were 2a

would te. Thank you very much,

so fast.

(The

JUDGE HOPKINS: Call the

¥R. ROA_Hs Your Hencer,

Jerry R. Davis.

JUDGE HOPKINS:

GO Aaheac

MR, BROACHe: Thank

Whereugren,
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as
and , having bee

testified as fol
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A What we have asked is
that are presently being
Scuth2arn Pacific. IR b

act of your thing.

0 Is that an attenpt, irrespective cof whether

there is another carrier presently -- another rail

carri=sr presently serving that same shippe
if you have a shipper who today
Pacific, Santa Fe and Southern
os2 three ca
agre=ment
s be
switching,

- P |
recigprocal
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At any given
Los Angsles,

hat ve're alkincg t+ is where that

is locate¢ on the present SP-S Fe. Now, we may

serve a shipp=ar that has a location in Lawrence, Xansas,

and they also serve maybe a shipper or would be lccated
on the SP-Santa > ro asking fo- rights to

that customer a ; ility on th P-S

Southarn Pacific?

That is
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designation in the operating plan
considers to be common sta

We tzlk about

Phoenix, Fresno

That's correct. And sO on.

3 &1) right. ¢ f your other ancillary rights

is the ‘:ight, as I and it, « nstruct and
intermodal facilities, includin . ramps,
bulk transfe
I take 1

building
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PULPOS €S
Are you familiar with that provision?

No, I am note.

0 Could you take . lcok at the proposed

contrict? You are the sponsor of the praoposea? operating

contract between the twc corpanies, are you not,
trackage rights agreement?

Yes.

If you wculd

agregment --
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Q i o section C-2
t he top paragraph at the top cof
A Yes, sir. I see that.
That provisicn provides and sy .t
pararhrase it -- to construct cne S faciliticss
you n2ed property, and if it's in )ssessi of SPSF

or on2 of its affiliates that you

progerty frem S¥°F, and you will pay

comnitting to pay fair market value

PULrLOS2Se.

is
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A That would have to be determin2d by either our

legal departrent o~ our real estate department as to
what that fair market valus is.

Q But what is fair market value for
transportation purposes as copposed to fair market
value =--

A I can't answer thate.

r

Q let me 3ive you an example, and perhaps
Craig can address this kind of example.
Let®’s assume thai you want to
ficiLtity in the city of Fresno, and that propert
expan? that property, you vant to acquire additional
surrounding property from SPSF or one of
entities, and ¢ t rcrocert rrens
Fresn> that is growin
woull take it, for commercial rurposes.

the gquesticn is, is it your

pay somewhat

rket value

ir market valu
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No, I would not.

Whatever it is werth on the mar.iet, you would

Fair market value.

Now, these intermodal facilities, the auto

ramps and so on, would be constructed by Urion Pacific

at its own expens2? Is that the plan?

That's correcte.

And would you deem it appropriate under
contract with SPSF tc get permission from SFSF wit
srecviso that that permission not be withhe
unreasonably to construct a facility so
not interfere with cngcing cperations?

Oh, I most definitely would.

2 Generally speaking, in any djoint
agreement the cwning railroad has the right
+e decisicn not to be unreasonably he

speaking of an im
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the same whether you were talking about constructing an
intermodal facility, constructing siting a new
industry on your trackage rights, oOr building a
connection frra tha WP to *the SP, example?

A That’s correct.

Q Has UP given any thought to where any of these
intermcdal facilities might be Luilt?
Bo, sir, I have not, other than what is
l1ist=1 in the operating plan.
But to your knowledge,
plan to construct 2 bulk

at Yuma?
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¥R. TRIBF: Thank you.
BRY MR. STEPHENSCY s
2 ) : n I am askinzg

abcut ancillarcy ights 1 talk abcut them ycurself,

and tarey are mentioned in s cperating plan

understand that Mr. Craig
subject, but to your knowledge is ¢ anything
that ) think cf tha 1 ~OV &r 2 b hese &
right: =r than what we

n what

ALDERSON REPORTING COMPANY, INC

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




0 No, of the trackage rights agr

prtoposed trackage —~ights 2q0reement.

A What page, sirc?

2 Actually, i i s comments, I

think I am going to ip o - aw of these,

I am sure that they

effect on
S apn
ty agreems
would like to
did y» have in

”~

hat
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because of the extra mileage, par
moviny out of the south irto the
area, but T do want assurancse in

that that line will be maintained where we can remain

compet itive with them from an oper.ting standpoiant.

0 Rut by ccmpetitive, you mean competitive by

tendards, ani not by standards five years fronm
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I am not saying we

Q And to the extent

disparity between the compe

couldn 't you as the tenant

accorl with SPSF to put more

I am not saying we

but what I am saying is that

rajlroad a” level it

come in

it and mai

billi t their
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I am not awvare of
This is sort of.2 safety hatch
It is something the lawyers gut in there to

preote~+ themselves.

I know how that gces. Would you look at Fag=

contract, specifically the portion, Subsection

il

1ge?
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Why wouldn't

provisions of the 1

abanionment?

You don't

& yourself
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to buy it we would u: ] 4 i 2ad purposese.

wouldn hat 5 S ld ao the hi

ge 6 of thi
vafore, (c)(2

at UF would
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A I would say we wculd negctiate th

,compensation.

Q  : guvés
of this provision
ocption to chocse
in, would this permit
und YoUu are set

t of the prcrerty, or us
compensatinn, bu¢
.

shoes of the Santa Fe,

SPSF compensation basaed

er th
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mean (c)(2),

to tell

fer the

might

- £elka
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£

=S¥

will 9¢

t his

want

sons formulsz,

s it your under

ovisi wculd nco

on

this provision

the ICC,

well,

the

14

property., b

Junction

Kern

nisn on

11 me what yc¢

& the purrose

think it out

that

t0 negotiat
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so it would give

0 A nd

that at UP's sole option

askinag

agreament, an I am

you would be 2ble tc choose tet

the Karn Junction agreement as

set by the Ccm

compensation
t Fnow 1if that

HOPKINC

a recess.
(Whereupon,
JUDCE HOPKTN

SON.

o v cv g
ENSON

look
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propvosed

Yes.

*Plus s=2rvices which

@ 'y reazon of emergency

ting here from Section

t that U}F

ALDZRSON REPORTING COMPANY. INC
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and nake i¢ siafe
a terminal to be
Q

requests, « > request is

regquests in Part B or Exhibi¢+

coverzd by, at lea:

ocoperation service,
L

you ¢can addres«

agreement

that UP is requesti

—~

»xhibits B and (,
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is one
by one cf
cne weculd
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service that vwe are talking abcecut.

+h

t o ¢

into that with e

When st ar*ei

trackage righteo,

they

Council Eluffs, there services

Nere

to per form that was no+t specified in the

erating people ¢t literally.

They would no

it took

cettle

ALDERSON REPORTING COMPAN

20 F ST 20001

N.W. WASHINGTON, D.C

aAgreement,




price later. Who

services
A t in the same document?
2 It is not in that one.

as part of one of your subseguent

2 Well, I would have to look

cculd tell you who prepared it

Specifically it came
the == on the September 10th
17,

(Whereupon, the document wa:

ALDERSON REPORTING

20 F ST., NW., WASHINGTON, D.C




The best. So why can't we live with Exhibit B
and C and not have a catchall that potentia
A Rell, I tell you. In my many of

being in the operating department, I have 2 ys thought

I have seen everything, but I guarantee you tomorrcw

something will come up that I haven't se S o}
matter what your
think cf everything
dnune.
suggest an alte
richts that you ar=
1t yoGu =) e of ycur own protlems

wvhen and if they arisa?

Well, in scome C

ALDERSON REPORTING COMPANY, INC

20 F ST., NW., WASHINGTON, D.C. 2000 202) 628-9300




A
people
agreemse
that was not cover=d.

Well, rather than fence on
it that it is a safety hat
thing else *%h: UP wants

d

r exarins

list.

ALDERSON REPOR ING COMPANY, INC
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they are permanent | nature, and if we come

of these requested services th
interim only until yosu get your operation geing,
appreciate it if you wculd so advise.

A Ckay.

Leoking at E

your Exhibit

ALDERSON REPORTING COMPANY, INC
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yard in E1 Paso?

A What I
train, that
and then at
he would cut his
that £ill on that train,
existing agreements, have t e
pick that £ill up, double back

alr test

agreame

it eor

ALDERSON REPORTING COMPANY, INC

ST., NNW., WASHINGTON, D.C. 20001 202) 62




t flexibility between

Rost

cefficient

va

acific has a yard in

is

correcte.

work no%t bei

ALDERSON REF ORTING COMPANY, INC
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put it on with a switch engine or have a Union Pacitic
rcad crew reach over and pick it up.

Q What about easthound movement

abcut £i1’iprg? Would there be any fill

UP trains coming to El1 Paso?
A Yes.
Describe what that oreration
The sams as the westbound

And it would be dcne eith

ALDERSON REPORTING COMPANY, INC
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to reivce

occasioned by what?

That there is traffic destin=sd for the €SP or

for the E1 Paso area.. ?hat would be taken off of that*

traine.

Could be
traliticy
0 Now, if you could
in reducing or addi
first westbound
The sames would
nticipate, you kno

u&ass

w2 have

ALDERSON REPORTING COMPANY, INC
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eastbound.

0 If you didn*t have pcwer and

agreament you would have the right to
power, add your power onto 1is traine.
right?
A That’s ccrrect. We may get some SP power to

put on there, toc. V > runthrough agreements with

reducing
or enil of train protectiocn devi
invelved in that?
Well, & switch engine,
cabcose on or of £

device on and

would -

ALDERSON REPORTING COMPANY, INC
N.W.. WASHINGTON, D.C. 20001 202) 628-9300




we have not.

Do you anticipate that you wc d attempt toO

negctiate a deal with the Erctherho s at would rermit

you t> use end of train protection 3 £ rather than

cabocoses?
We would have an agreement
then We anticipates we will

them.

Do you also =xp=cC
he Brotherhood:s
maln Ccrews ba2tween

I would
ents with t

Do you anti

t Eeéegara:

ALDERSON REPORTING COMPANY, INC
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you agree with that
cases I would. That

been true.

Q Have you ever worked in E1 P

you ever been assigned to E1 Paso?
. Ne, sir, T have not.
9 Do you

operating stand

in?

their
managar,
El Fasc cut from
wouldi not desion
Tt ig not

desioned much

ALDERSON REPORTING COMPANY, INC
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districts.

comply with,

: 55, st A s ctill have a requiremen: tc

hire furloughed and laid off Rock Island and ¥Yilwvaukee
employcees. By federal law we are required to do
that.

2 Okay. So the ansver is no, you would
praference to furloughed SPSF employeecs?

A That is correcte.

By preference -
whatever
would

jus't

Unicn Pacific
That s '+, ecaus
sxteiding crew districts at preser

one alternatiy

ALDERSON REPORTING COMPANY, INC
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services you have alsc asked fcr
services. Js that correct?

Over pact of the trackage rights.

Q Where would the road operation

existance?

If T recall, from lordsburg

ant
here would bhe no road operziion services at*
between Indic and Mojave?

Fhat 40 you mean, r

ing of boxcars?

ALDERSON REPORTING COMPANY, INC

20 F 5T, NW., WASHINGTON, D.C. 20001 (202




outlined in B. not imits . . territories
for all road services t > askino fere.
23Y zicht.

deadhead your emplcyee

us provide your people with office space or with leccker

space or with faciliti ’ to duty, £filing
reports, and soc one. ) ! y the
trackage right= and no

That is

Way.,

>w?

ALDERSON REPORTING COMPANY
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tepaired. It will be picked up by 2 UP train once it
repaired. The reason for
mechanical pecprle working those areas, and
standipoint, and sometimes for cperating convenience,
is tetter that they do them rather than have two crew
out there overlapping each other.

From a cest standpoint, there wculd be le:

z0ost 31nd less delay to that commodity in getting Lt

repaired and moved.

Cer

breaks dcwn or
that 1esolate de

right on the spo

ALDERSON REPORTING COMPANY

N.W., WASHINGTON, D.C. 20001

is

it

4
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be more efficient from UP's stand

A More efficient the shipper, too.

9 It wonld e more efficien% €for the shipper
use only one railrcad and completely do away
duplization of any sort, don't you think?

? No, sir, I don't think that.

Q ‘nother item that i ar yaur road
operation services is d heading crews to and frem
wvherever they tie up at night to a motel and backe.

By Bl

0 Do you understand,

this itself, does UP con'.ract
to have this kind ¢ service
employces?
Yese.
can't you have
SP or SPSF be required to ccon
If the SP has

crews, we would like

incluied in that

ALDERSON REPORTING COMPANY, INC
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can pick up two.
It would

?

Nc, it weculd avoid

t wa looked at when we
¥ 111 cioght. In
speration services
and that would be

eng ot ¢
and the guesticn is,
a full-time basis?
Let's

sae

lLook at
(Paurce.)

m -
The

ha

F ST

also avoid UP

N.W.,  WASHINGTON, B.C. 2

having tc do zany

some COos

t IO URe

designed the operating

your loccomotives

1S may be

ALDERSON REPORTING TOMPANY
v
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A I have no bag of
trirk anyone by what T have wri
trying tc dc is cover it by ag
into arguments later.

Q You want to have . i o have u

ycur locomotives, cabcoses, » train devices

any location on the trackage rights 1f you so regues
by 1 is ccrrect.
(D)(C)(3), prepar
vemant s
2xcessive

resecuring

ALDERSON REPORTING COMPANY, (4C,
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LY Yes. And 4hat is in an exiszting agreement w2
have with the £P.
0 But that is for runthrough, 1s

That'®s cocrecte.

Q Missouri Facific and SP have a number of

trackige agreements all over Texas and other states
you kncw of any situations in those trackage
agreements where the tenant railrcs c

ovwning railrozd to supply pover, t

pover?

ALDERSON REPORTING COMPANY, INC

N.W., WASHINGTON, D.C. 20001 (20




report

restrooms,

A

)

<

of SP*s operations or Cotton

trackage rights

the C»o

for it

rights

tton Belt

uncertain

work orderse.

Now, this would include crew

bulletin boards, and things

Existing, yes.

Are you aware of the fact that at the outset

Belt's operaticns of

be tween Kansas City and St.

asked

emplcyees in order to conduct

their bridge trackage rights ¢

cid by the
terms *hat they couldn
building at Jeff

WA

or anyhely,

a

any service provided by

avYrrhinnm ~ 4
rFatCni ] ) 1

from dis

ALDERSON REPORTING COMPANY, INC,
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0 Do you know whether your ope ing peorle did

Any studies of SPT's, or actually it will be SPSF's yard

and main track capacity in the El Paso terminal arez?

1 Yes. I know they lcoked at it and discusseid
it, both ¥issouri Pacific and Union Pacific operating
peoplz.

J Asid=s from any simply 4i - do yocu know

done by ycur
to my knowledge.

ar e

that in E1 Paso the

classification functicns

e placed in the existin

recall
Turning to Pheeni

he terminal oper:

ALDERSON REPORTING COMPANY, INC
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A ¥ell, first of all, to make a correction on
the makeup and brzakur cf trains, we are only talking

about one train.

2 Rell, I am Just using trains, and I

reading it.

That is what the operating plan proposes at
the present time. What I would envisicn
would have the richt in that terminal *o
understani the SP-Sant ; 11 be using
ramg, which is 3 Santa Fe ramgpe.

move over
rackage to and frem that [
make one train in thelr
blocks There is no distinctic
Put our cabocose on,
train out of there, and

that they

ALDERSON REPORTING COMPANY, INC
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o) And that is the ramp that the two companies

are going to move their consenlidated ogeration into?

A That °B correcCte.

0 Leaving the SP ramp without any TOFC business

at all to speak of?

My understanding is, they will vacate it

Q And is it alsc your
claszification will be done -

manifast traffic will te done in the SP? yard,
the Santa Fe cperations will move over to
classiiication yard’

my understandinag.

ALDERSON REPORTING COMPANY, INC
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n

0 Did yoa or your people who are putting the

operating plan together consider the

using your own ~-- taking over 2ll or a portion of the

SPSF -~ I mean the former SP intermosal facility,

have your own intermodal facility and likewise lease all
or part of this former Sanca Fe . 8 - classification
es?
A I think ve d4id consider that.
discussing it with my operating peorl
0 Why was that rejected?
Because it was
cf traffic we vere
Arge was not practica
addi
PecCt
o do any vorx for me fre i1t Cr he efficiency
operaticn and the ef '3 i1 "0t 1 have

they do it.

ALDERSON REPORTING COMPANY, INC
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conducted in the

A No,

wWill

Yes'
And

your business

empty SP TOFC

That

connection wit

That

And

Santa Fe frcilities?
I was not.

you accept my representation that
sir.

you have chosen to hav
in Rakersfield rather
facility or

is

=
il

is

ALDERSON REPORTING CCMPANY, INC,
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proposal is?

. That we are going to handle TCFC traffic in

and ont of Fresno, TOFC traffic We are not handling

TOFC traffic destined for Bakersfield.

2 Obviocously I misspock=. You are gcing to be
operating in Fresno in the abandoned or the unused
Southarn Pacific TOFC ramp, is that corrsct?

R That®*s correct.

Q So you'll be conducting yocur own TOFC
op=-1tions at Fresno, unlike in Bakersfi21ld and unlike

n Phoenixe.

ALDERSON REPORTING COMPANY, INC,
20 F 57.. N\W., WASHINGTON, D.C. 20001 (202) 628




that, as we have discussed earlier,
pperation services wculd be
Iine, including --
operations, including at Phcenix, Pakersfield and
Fresn>?
A Yes, sir.

2 Now we'll talk about the compensaticn. Ycu

have indicated that it*'s your intention to fully

compensate SPSF for the switching and blocking and car
inspe-tions and repair work and so on that you have
described. Explain to us hew you propose to

By sitting down and writina

that cest weuld be

ALDERSON REPORTING COMPANY, INC,
20 F ST., N.W.,, WASHINGTGN, D.C. 20001 (202) 628-9300




us under

2

us that

Q
avcida
costs?
Yyou ar s«

Suppac

mean?

view

ble costs

ting your

Because

You're talking about the service

Yese.
that

The services

this plan
Yes.

that price

We will negotiate

Yeah. And who aas the final =--

assume that when the SP

would be to

it

What costs did you have in

Okay.

or avoidable and rart

in mind when

t0 compensates for

trackage ri
COS .

Avoidable costs.

Just our avoidable ccsts?

[

Yes. There again, they may

That's why I have t»o

ALDERSON REPORTING CCMPANY, INC,

20 F ST, N'w.,, WASHINGTON, D.C. 20001 (202 28-93

thre

of our

0c

they're going tc perform for

$on
-2

W

recover their costs

mind

you

J

fixec




a yarl office in rresnc, though, as part

allowing my crews to sign
required by the SP to
reasonable about determini
factors go into them.

2 Well, what items
supervisory?

L Normally.

ter

mean we have to

ng these costs : wha

do go i1.toO

Administrative cvernead

Scmetim

The accounting costs necassary to keep

did wha:?

Normally that's

cart of overhead.

R share of the =quipment

inveclved in switching your
ossibly. I can

those costs. That would Db

sat 1own to neaotiate it,

ably

cars,

ALDERSON REPORTING COMPANY, INC
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down and lock at it.

Q And getting kack to the question that I asked
befcr2 and that I think you answered in the affirmative,
you would expect that a reasonable profit ought to be
recovered by SPSF in connection with this work that
they're doing for vou?

What®s a reasonable profit?

2 But you certainly wculdn't re
the necessity of giving SPSE something
they are 42ing, in effect, maintaining
infrastructure of ycur trackag: rights copera

Like I say., v20ldn't expect them
for nothing. | iate that.

0 In terms of nte ~ employees and
supervision of employees, risk of kea2ping

0o 40 ¥ock no only PSF ] P as

give you a hypothetical th ks At

xtreme, but the

Assume

ALDERSON REPURTING CCMPANY

» NNW., WASHINGTON, D.C. 20001 202




trackage rights operation.
Would you think that Union Pacific would agrae

to comgpensate SPSF for those 10 employees who are ¢n the

SPSF payroll but who are on thers becausas they do

ordinarily the work cf Unicn Pacific trackage rights,
even though during that period of a week the Missouri
Pacific didn*t have any trains coming through E1 Pasc?
In other rds, ) ains cominc
through, and under the labor em you could not
pull thcse pecrle
0 Right.

And you'

those people that

Y pu

as50N

ALDERSON REPORTING COMPANY, INC
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vas going to be a full week, and yst for labor relations
reasons and whatever we keer them on the payroll tecausé
we're not sure if your operation is going to come back
in less than a week anywvay.

Would you think that that would be Missouri

Pacific's responsibility to compensate SPSF for those 10

employees who might or might not have been legitimately

on th2 payroli for that weesk?

If they’re not on there legitimately, I
woulin't want to pay a dime for them. If they wer= on
there legitimately and it was tecause of Unicn Pacific,
yes, I°d reimburse you

Well, I guess the point that that makes

requiring SPSF to hire : > emplcyees and

t, a substantial parct your operation
ard and armi : 3 ¥ put us : risk in
whether o©

Tou'"re t

goes

ALDERSON REPORTING COMPANY, INC
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them? Is that what you'rs saying?

») Basically that's

the

A It 1an"t 1§

talking about here,

is a very small part of

Q I understand. It's a

The factn nay be off. 1t

than 10. Well, let’®s say we have

who works on your operation, and i+

whether we have the right

line vutage, but ve elect i1

relations tc kzep him on.

I don't knowv. ¥h

Let m2 say this. Tf I was sitting

contract with you, leaving it up to

tc wh2ther we pay Be%, 1

~r

Soc you would like

kibility of hiring pe

in

affact

ALDERSON REFPORTING COMPANY
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may be one
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because what w2'ra

2y
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vhat
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n
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we're
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hypcthetical que=tion.
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2
men tioned
operation

agreaments

a result of

Yonu

today that yocur

servic.

that

20

have

F

said in yorur

raquest

are patt

you have ;ad wvwi

i

- rackage

to yocu f1i

ween Pueblo

¢ richts,
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testimony,
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risahts

and

and

Rio Crande

and

rst abcut

ani

trackaogs
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switching.

A

©

If I recall, the Missouri r

work in Kansas City for them,

into the yard they are now going into

When T am at Yuma, A 1zon:

standpoint.

much choice

they did,

Well, 1if ycu're at

1¢g back to yoi axanrle

S? or using

Missouri w

’

rces and také

FE OUr OWn T

ALNERSON REPORTING COMPANY
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g decision.

to do that
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2 Well, lzt me ask you

Missouri Pacific did provide

followinrng their avard

furnish facilities

what

facilities. They haul the crews

They fix bad orders
ments en route,
e the

tine and

ALDERSON REPORTING

N.W. WASHINGTON

D.C

COMPALKY

20001







enginemen, and that's only bacsed on the amount of

¢traffic you're runrning over ti ine You could ru

those people off with no protactione.
Without any labor prctect]
York Dock?

under New York LCoc

ALDERSON REPORTING COMPANY, INC

20 F ST., NW., WASHINGTON, D.C. 20001 202) 628-9300




1 ARt recell back 2 ha they asked for,
proviie them
That was a =& 3 iati between the

UP-¥P and the F

I just can't recall

batween
proviiin
agreement

trackag

ALDERSON REPORTING COMPANY
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You lock likce ® g red uUD.
Well, I think it ac) you kncw, t¢ be
T

truthful about it, I think

experience between ourcelve

Union Pacific, MYisscuri Pacif’ DERGW have always Leen

aNle to sit dow ! - \ =X} an

ALDERSON REPORTING COMPANY, INC,
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would not, in effa2ct, provide the, ac

the infrastructure to the UF trackag

application, particularly in view of

or 3PSF and UP are probably the numbe
arcund .
Assuming tha+* that's the cas
In the San Jecagquin? Right
only showve.
P!
no guestion

compgatito

ALDERSON REPORTING COMPANY, INC.
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at that time. I haven't even

0

0 ¥ell, think about it.

recomrendation to Mr. Xenefick?

A It takes a mcre thought

minutes. I have to evaluate some

cost us to go in and provide that

UP's

0 You were one cf

-

witnesses in yocur own merger case

Yes, I wvas.

And you are avars th

stem trackage rights

tc ¥Yansas City?

A
How many
exact]

Tt care

1500
’ \/ e

ALDERSON REPORTING
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thought

wculd

principal

weren'
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Are2 you aware t1 verified statement filed

in that case by Nc. Tom kg4 - in oprosition to

SP*'s trackage rights?
A Yes.
2 He worked for you at that
Yes.
And you reviewed it before he fi
Yes.

Obviously you ayreed

Now,

cempatitor?

Ycu say pr

have askad

ALDERSON REPORTING COMPANY, INC
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o) Let me ask ycu akout that. Ere you sayirng

+hat there's nuv Union Pacific traffic that moves betwa2en
southarn California up to Salt Lake and then dewn to
Texas points or to Memrphis?

A You'd have to ask Mr. Craig that.
not suree.

2 You'r2 an operating mane.
the operations -nd know what trains ycu
servize you have.

Sure, I know what

of trains out of scuthern Califor
but I can’t tell

c n every rai

he Union Paci

you?

ALDERSON REFORTING COMPANY, INC,
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JUDGE HOPKINS: Off the record.
(Discussion off *he record.)
JUDGE HOPKINS: We'll recess at this time

antil 1330,

(Whereupon, at 12:30 pem., the hearing was

recessed for lunc:, .0 be reconvened at 1:30 pem., the

same day.)
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AFTERNOON SEFSSION
(1330 pems)
JUDGE HOPKIKS: Back on the rec-ord.

Mr. Stephenscne.

_Rhereupon,

JERRY R. DAVIS,
the witiess on the stand at the time of recess, rssumed
the staid and, having been previously duly sworan, was
examine! and testified further as lowus:
CRuLUCS EXAMINATICON -

BY MR, S

D=
L

The next to the

2 ¢+ that one, please.
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cally

Pasc, Phoenix, PBakersfi

already talked about?

And Richmond, Jjust to n
Ckay. Hell, giv
propose to opara*e in
vize?
T propos:
But wvhat
a¢h Or ay thi

€ movement of

hem over the«

ALDERSON REPORTING COMPANY, INC
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statenent, at the top of pzage

to whether UP wants to

whers

reffic volumes

that 1t uwonld be, in your words,

ul.

h as the
aciprocally

Santa

ALDERSON REPORTING COMPANY, INC,

ST., NW., WASHINGTON, D.C. 20001

economically

would nct

what
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part of on 7 and 8. Where is it it wcull not make
operaticnal sense to run your own locz:l trains be-aus2
of low traffic volumes?

Anoth:r example would re the Martinez-Antioch

areae.

2 And so you would have the Commission, wvere

Commiss_.on inclined to grant your trackage rights -~
I hop2 you understand " i think that ou«
be, but for purposes of discussion, w2re the CTom;
tCc grant your trackage rights -- between Sacrament
Oakland, for example, you would tnan have SPSF 4dc¢
switching Zor you at Antioch?

That*s correct.

4] hnd would ynu con

Commission'®s order wvould pr
would it simply say the pa
ard di scuss wher:
joint cperzticns mi

T would

wvoulid

ALDERSON REPORTINGC COMPANY, INC
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asking for is

those areas and

fully compensated

All

2 bo

20 F S1

the

the

o~ :
Lommlss

right

rate to

right.

ut
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their cars ire.

custeomer r

s = the handling of t! - o e £

do thate. ke have
ctheér railroads all cver.

5 How is ) ) which

in controversy

ALDERSON REPORTING COMPANY, INC
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about th

il

propocsed creration

got
nd clarifye.
BY MR.

Your reference in

al trains

trains?

shen

ALDERSON REPORTING C

20 F ST., NW_, WASHINGTON, D.C

Martinez and Ant%i

1

STEPHENSOV ¢

OMPANY

20001

w2 got cnt the

1 asked for others

¥3ybe we should go




And I'm not sure

have those loczl agrecments

organizations. S0 that'

careful how you define it.
2 Okaye. At page 5
wait a minute. _At

statament, in that

Re "1l get off that

indicate in
:hts will not have a disru

orerat icn over the trackage

focus srecifically on ¢

ALDERSON REPORTING COMPANY, INC
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Yes.
About 8,000 feet

How about -- Dby

1o you Qavg in mind?

i I'm refarring
section.
That's single tra
Single track CTC
sactions of 10,000 to

arr¢t
-

ALDERSON REPORTING COMPANY, INC
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A Four track -

terminals where you tr

a portion of the origin:
density arease.
) The Southeru Pacific line between Colton ani
El Paso is wha*, a 40 to 50 million grcss ton
operat ion?

A ake it yith locking it

number cf
ton=s of ceoa
talking
when I lock

volumae

ALDERSON REPORTING C INC
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railrrad is morzs vulnerable to problems in m2intaining

reliable schedules as you add additional trains,

o posed to adding .additiona2l tonnage, more vulnerable or

more sensitive to addi:ional trains than a double track
railroad or a triple track or multiple track?
L} Not necessarily. It depends on the
trains you're putting ] I will say that
singlz track railrocaéd, CTC with sidings, when ycur
volumz of trains increases you can experience more delay
normally. But that is not always the case, depending on
e putting 92n
What are the kinds that are
more inssasitive %o delay?
Probably TOFC trains.

Are more sensitive?

ALDERSON REPORTING COMPANY, INC

N.W., WASHINGTON, D.C. 200 202) 628-9300




operating, marke
market , the train
had moving across that territory,

voluue s, came up with some sctedules that we felt wculd

serve the needs of th2 customz2rs that we were servino,

threw some cut, then lccked at the traffic diversion and
finali zed thenm.
0 When you say vou looked =2t
you saying you looked at the proposed
SPSF in the operating plan?

es, SiTr.

difference betwec

tae projected schesdule?
It didan"t stan’ ' N didn 1iscuss
my staff.

Do ycu have

ALDERSON PEPORTING COMPANY, INC,

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




existing?

B

SP-San ta
Q
say that
operating
to divert
traffic,

A

To my knowledge, they are a bit slower.
What's that knowledge based on.

Excuse me?

What is that statement based on?

My recollection of what they told me the
Fe schedules were. I cannot recall exactly.
Now, in yocur statement at page 10, I think you
between E1 Paso and Colton UP-MP anticirated
less traffic than the primary Applicants

0 Other SPSF rcutings. When
are ynu s

Bothe.

ALDERSON REPORTING COMPANY, INC
F ST, NW,, WASHINGTON, D.C. 20001 202, 628-5390




Q Okay. BAnd you're looking at what when yocu

made that calculation?

A I'm calculating that looking at, they
presently run about 25 trains a day. After your mergar,
you're anticipating running about 19 trains a day.

Q Does that 19 include -- the 19 does not
include your four trains?

A It doces not.

Q So it would be 23 trains with your four?

A I might add,; that
tonna7es, and the tonnages
befecrz, were the tonnages
not include locomotives.
inclnte locomotives.

did nct make the
not calculate *that, because idn't know how many
locoms tives we were talking abcut. 'he locomotive will

weigh about 200 ton.

ALDERSON REPORTING COMPANY, INC
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my recollection.

0 Do you have any idea - naybe T asked this

question and I'm sorry if I did. Do you have any idea

how SP's trains alcong the southern cocrridor today manige

to meet their schedules?

A I don't know.

n

9,
whether your propocsed
ambitious?

One things . ing & 114 > time in our
schedules versus what g S . ized that when
we'r2 ¢cn the +trackage ights not ntrol those
trains. Now, T would 1ticipat ¢ e SP operating
department would give cur trains an esven break withn
theirs, but there again I do not control them.

additional time was put in for that.,

ALDERSON REPORTING COMPANY, INC
20 F ST, NW., WASHINGTON, D.C. 20001 2072 28-9300
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wore gotten 2ut of the way for these hot trains. 2nd I,
by my conversation with him, came to the conclusion that
they were operating their =z=chedules very w=1l., But I
don't know that.

2 Okayes At page 10 you talk abhout potential

caracity problems in the San Joaquin Valley, and

iovwnrlay that possibility »y saying that, in any

most additional Valley traffic will be moving cn
Santa Fe lines over which UP is not seeking trackace
rights. Do yon sze that?

fes.

2 Did you read the €SP operating plan?

A Yes, very briefly.

0 Is it yvur understanding that the £P orerating
plan commits certain traffic to the former SP line ani
the forwer Santa Fe¢ line?

If I understand your question correctly ~-- I'm
understand your question
your understanding

instructed that

now mMovina

ALDERSON REPORTING COMPANY, INC
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trackage will be moved over on the Santa Fe,
correct, that's my understandiang.

o) Well, the operating rlan indicates
dispatcher will use those tracks more or less

interchangeably, at page 73. You use the two routes

interchangeably as directed by the chief train

dispatcher, depending on localized conditicns. And
same is true for trains operating hetween Fresno zand
Stockton en route to and from Roseland.

that really mean that, to the
ex*ent that UP is on
lines, that to that extent
+0 be confronted with inflexibility in
40 with your particular trai

line?

ALDERSON REPORTING COMPANY, INC
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dispatcher, those decisions are daily, depending upon

the volume cf traffic you're putting decwn one side or
the other.

But the real problem you would run into is if
you had heavy maintenance of way work taking place cn
one line and you took all the trains over on the other
line for a 12-hour pericd, and that is some
would have to work cut with the local cperating officers
as to the delay that they wculd be giving our trai
under this maintenance cf way window.

But we deal with that ever
cperat ions.

Q Getting back to the

cperating plan

ALDERSON REPORTING COMPANY, INC
20 F ST.. NW., WASRHINGTON, D.C. 20001 202) 628-9300




¥ell, we just, firs of all, looked at the

timetables and the maps of railroad and lcoked

and

our present crew change points, home terminals, and

de termined ve felt would b

ALDERSON REPORTING COMPANY, INC

ST.. NNW. WASHINGTON, D.C. 20001 202) 628




yourse2lf or SP will be re

Pick them up on a through-

deadh=2ad crews out on thei

do that, or have the right to go out

I don't know what the circumstance mi
cf ways you could gc deadhead
law.

What

LGt an th

ALDERSON REPORTING COMPANY INC,
20 F ST, NW WASHINGTON, D.C. 20001




A Ko, T don't recall that. Of course, their
operating plan was much different than ours. “hen we
wrcte cur operating plan on this consoliiation, it

+o blend in our operation with the SP°'s. In other

words, we did not make any additional or different

changs points +than the ST now makes. We did not
anti-ipate building any of our own yards, like the SP
did in their operating plan.
For instan
ge rights
crews on
ith about 8 irouch trains a day through that
nothing
When we wro

C

ALDERSON REPORTING COMPANY, INC,
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A That is correcte. v von have som?
very unusual ac me - ! 1¢ seniority
districts come into Tr

What we wrote in this particular cas« was a
crew d istrict on that territory that'’s very easy tc

make, and we did not want to be ti21 with the Fresno

now on your
and 11 concerning the UP proposal

rights between Sacramento =2

ALDERSON REPORTING COMPANY, INC

N.W., WASHINGTON, D.C. 20001 202) 628-9300
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area. ¥e have the OV, the uP

anticipating running an OCR ¢r an O depending urcnh

wvhat direction -- that's container ic == when
needesd .

The steal train as it runs. It does not run
on a daily basise And we're anticipating a
will pick up traffic has been switched
by tha SP from Dakland to Martinez and

So did ycu count those on you

I was hoping

Do you know how many of ¢the
going to operating? What is
It de nds a whole 10+ on th
'

much : i e needs Eut you

least

ALDERSON REPORTING COMPANY, INC
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0 Your observation in your testimony is, I
beli=ve, correct that there are going to be fewer SPSF
trains on the Martinez route, that is the facramento to

Oakland via Martinez route. But do you know the total

numter of Sgg;ns that are going through Martinez,

incluiing your own proposed trains, as a result of
merger and the trackage rights, should the

A This is on the Sacramento to Cak

two particular

Crossing thr«

Between Marti

after

ALDERSON REPORTING COMPANY
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ause you

0 Carn wve
seconi. Are you aware
that steel train from,

A No,
We handled it

Grande handled it from

talk about

they handled it from Ogden,

from Geneva to

a problem.

the steel train

for »

that Southern Pacific handle

wvhere is 1it, Ceneva, Utah?

Utah, wecst.

NDgden to them, and the Rio

Geneva to Ogden.

4 You are aware that for many vea2

re

Pacific participated with the Ric Grand

Union Pacific in moving that traffic

you not?
A They did.

after we designed it

to garticipate in that

but as a unit

Wel

2

until last

ALDERSON REFORTING COMPANY, INC
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That"s ~orrect.
Q And what was the decisionmaking that went on

in your shop to conclude that the Cal-P route was the

better rou*e rather than moving it via your --

A First of all, we®d have to build a connection
at Tracy to get onto your Mococo line. And with the
volume of traffic that you are anticipatin
that line, we felt that the route
operat ing plan was much mcocre efficient.

Why can’t you us2 the route that ycu have
ther2 today, that you are using toiay?
e trackage rishts over the Santa F
Stockton i sb ' n s you knew, in your
operating plan 1 £ dowr adin that line, and

all thasa ( ma i iz th Union ifi nd Amtrak,

ALDERSON REPORTING COMPANY, INC,
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yon were --
A And hetween Martinez and An
0 Yes, and between Yartinez a

you had the choice of either the Cal~

Sacramento northern route for the nex

youa still use *the Cal~-F route?

Prokt

ALDERSON REPORTING COMPANY INE

ST. N.W., WASHINGTON, D.C. 20001

route

six ye=2




-

It could te a main line, too. cculd run

w= 4+°s a Aouble track main line and 1 can get

through to Crossove=rse.
And how iong doez :-hat
move?

Using a

SSOVEeres,
Would you ins | he power Crassov

-~
-

ALDERSON REPORTING COMPAN'', INC
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Another problem you hav

going right down the middle o

on certain hours o

getting down chat

doing this on the trac
Both of

runniag down

operating difficul

i
-

-

ALDERSON REPORTING COMPANY
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suggasted to the SP that we swap trackage right

diresct line intc Oakland?

now has talked to them abcut
bu+t that's very common between cur railrcads, not cnly
the UP -SP, but other railroads, that for operatina
purposes or other reasons we talk about trackage
rights.

We have current negotiations going on
Purlington Nerthern for

heen trying

know, we haven't

opinion normal

ALDERSON REPORTING COMPANY
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the trackage rights that we have asked for from

Sacrananto to Stockton allow us to get into those areas

that are jointly served tcday and to be competitive,

What are the areas where Santa Fe serves in
the BRBay area that you don® STV The Sacramento
northern?
A Richmond and
Anticch
Yes,
€2 areae.
Rll the
rved by the Sacramen<c
That®s correct.

So with the

ALDERSON REPORTING COMPANY, INC.
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Not into Richmond, I'm not.

s Can®t you come from Eichmond, frcm dcwnitcwn

Oakland, where yoa already exist, 3aad jJ move out Zn =&
rather short trackage rig! cut to Richmond =2nd
tinez?
Then I have : - ] X into Oakland
to go east with it, if the trackage rights
I can just keep rig on comin wrough Sacramento ani

on €ast. T

)ve into you

hat

ALDERSON REPORTING COMPANY, INC
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pulling that train intc

rAd 9

»

A It"11 probably abou

that, althoucgh if

i+
-t

would take

time alse.,

+to g2t through th2

additional delay caused

main line to pull it back

Twmen
B¢ Rt

10 or 15 minutes when you're *2lking

[

+n

ALDERSON REPORTING COMPANY

20 F ST., NNW., WASHINGTON, D.C. 20001
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-

h=2ad-in move

trai

witches.

minute

to
that
R dcsn

my -

do




g The UP operating plan

trains a day gcing in and ocut

the same move?

Q

train sit«ing on the

ylenty

ALDERSON REPORTING COMPANY, INC
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Steccktcen,

Q &a sk ¥y t+his when we were
about Richmond earlier, and T forgot to. Dc
operating plan contemplate that the lccal +h
switch Richmond will do0 all the work in Richm

does it contemplate a t through +%rai

out and
Okaye. Where

loading and ur

will handl

1 origina

1 1
i o

ALDERSON REPORTING
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And

while your train is moving

b2 At - will, of course, have tO

thrown, tha train will have to

jtch, and then the n MOvVes

And

the guestion

¢ instal a pcwer oper

ALDERSON REPORTING COMPANY

N.W., WASHKINGTON, D.C. 20001

JOU

+hrough




agre2 with the ¢ N ating ] hz it would be

baneficial to p he > i ind powa it, you kncw

ThET ] somet+thing -- T d2n't know whather tha
would cause the: problem or not. ! ad antici
it would cause - } I would have put i
ths operating p

C:

ALDERSON REPORTING COMPAMT1

20 F ST., NW., WASHINGTON, D.C. 20001




p) Can you for

would require UP

classi fications 4i1ily

% Wheres are we at

0

NDkave What paga?

nNave got (D).

s, Page 2 of 9,

trant ¢€ me, but I re

And what was

The questio

ALDERSON REPORTING

20 F ST

addi

n 4 -
on Tnose

here?

N.W., WASHINGTON, D.C, 20001

me
tional
tu[".’?":

Appendix what?

IN

COMPANY

202

628-930




OBk, okeay. K1} right.

I1f your proposed operations
trains and building eight bleccks were
three tracks alone, thazt would be 1iff
it not?

L) It would not be very efficient.

How many other tracks do you have

I can't recall : f my
want to say, but that may

Nothing is said
operat iocn services
cars to shippers
the event that¢

I thi service r

let me as

d you provi

ALDERSON REPORTING COMPANY

20 F ST., NW., WASHINGTON, D 20001 (202

there

head




If they have the car, they can furnish it fror a
Y

supply that they have. If they do not have it, ¢
will aotify the UP +hat they need the equipment,
would give it to them.

0 It is your understanding that the SPSF

car

hey

and e

have the obligation to provide one of ycur shipper

a car?
They have that opportunit
An H>bligation cr an cppor
They have the obliga

vith an 2mpty. Then the

not making any

boxcars.

ALDERSUN REPORTING COME/

) F ST, NW., WASHINGTON, I,C. 100(




richts.

Would you expect that SP would be within its

rights in providing thcse cars to the shipper using the
SP haul?
3 Would I expect that to happen?
Q Yes.
I would expect that
would like it, but I would
And under thcse ci
then be obligatei in ordar to get
shirp2r te reach

Yes,

example,

rights ani

ALDERSON REPORTING COMPANY
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Q #hich would mean that SP
return haul, and UP would get --
not familiar with
and

Also on the subject of

different point, is the UP computer

UP computer system, dec you maintain
A Not yet on scme of them.
TCS on the Union Pacific this year

>

So it will be in effect

Do
1 ardc ?
your yards?

A

ALDERSON REPORTING COMPANY, INC
20 F ST, NW_ WASHINGTON, D.C, 20001




whetha2r the car is in an industry or

Q

I have.

0

w

Priscilla

Department

testimony,
make

wi+h

p

to operate

thea

All right. Thank you very

JUDGE HOPKINS: Thank youe.
Ms. Budeiri or ¥r. Ratner.
BY MS. BUDEIRI:

GCood afternoon,
Budeiri, and I r=

of Justice.

In reference %o

would you pleas=

¢ primarily

in

ALDERSON REPORTING COMPANY, INC
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a competitive alternative to SF¥SP for that traffic gcing
intec those areas?

A Into those areas? 4 ffic moving across

the southern part of the Uni S i the trackage

rights territory, let's zay from Texas to tne California
where we are not competitive in tha+ market, and
present time the on.y two railroais in that araa
are the Santa Fe, SP.
Maybe a car destined
have aske
new h
what we are asking in out
industries that w ant toc serve, we wil
them an alte.native, and we
trackage
That will
merger is qrarted and we
riochts. They will be captive

Does the UP

ALDERSON REPORTING COMPANY, IN
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2 How?

A + would not be compastitive if T had to put a
local on to serve one industry or switch one car. What
ve have asked for is that the merged SF-Santa Fe == or

SP-Santa Fe would serve that. We would pay them a fully

compansated cost for doing that. Then we could remain

competitive with thenm.

Q Based on vour experience with trackage
cax the rajlrozd that owns the tracks interfere
trackage rights service encugh to make the trackage
rights service noticeably inferior to the owner who
provided service?

the trackage rights

wWritcan p

happen ing?

ALUERSON REPORTING * OMPANY, INC
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operating officers and find out what
why w= got delayed, then they ansver
problem goes avaye.

0 What are the disadvantages to a landlord cf
haviny trackage rights over its lines?

A What is the disadvantage ®f having another
railroad run over your line? If they have a derailmen-
because they are not maintainineg their equipment
progerly. If for any reascn they would run toc big a
train and not enough powar, where their trains ~ould
meve over the railrcad in an expediticus manner, if
continuousiy were having lceccecmeotive frilures where thei
*rajns could not move, a number of other things, but
that can also happen with your

Are th > any other

Not that

~ular in mind?

‘:F_‘:—

r . |

ALDERSON REPORTING COMPANY, INC,

ST.. NW., WASHINGTON, D.C. 20001
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facilities where we do not have duplication of

facilities and we are not in =2ach othar’s rocad, we have

designed this operating plan to cause very little

disruption to the present SP operations.

Q To what extent does the railroad usiag
trackage rights provide effective competition fo
landlord railroad?

A I think very effective.

2 Can you explain?

A S once the

grante ¢ : take the southern

to move

wWe were competi
ough Kansas City and
for thece trackage

Serve custcmers

ALDERSON REPORTING COMPANY, INC
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(0] Good afternoon, Mr. lavis. My name is Bill

Birney. I am from the law firm of Highsaw and ¥ahcney,

and that firm represents the RLEA in these proceedings.
Obviously, my interest is in the labor acspects
of th2 progosa2d a2rger. I am most interested in vour
testimcny regarding thcse aspects in the event that the
ICC would crant the aprlication of the primary
applicants and also grant ycur application for trackags
rights.
But before I do that, I would like
briefly with yocu another topic, and
that the proposed merger would have on UP/¥P employees
in thz2 event that the ICC
application for
your application
Have you performed any studies which
indicate what effect such an nrder would h=zve

employees?

ALDERSON REPORTING COMPANY, INC
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A ITf we have, I haven't seen
Q Do you have an opinion as

would be?

1 I haven®t really thcught about it

my own ind T felt if the primary merger was
that the trackage rights would be granted =2
2 You indicated that, T believe, as T recollect,
that in the figures in the dccuments that ycu have
submittod., that the denial of {s woula result in the
loss of some $97 million in re
A That's right.
Are you able to trans
revenue into loss ¢f employment?
I am not
g I would
of my gquestior
tant.

I would like first

ALDERSON REPORTING COMPANY, INC
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Yes, sir.

Q I also understand that you have a copy of

UP-MP~-23, which contains your verified statement?

A Yes, sirc.

0 And you z21so have a copy of the
interrogatories that have been filed?

A Yes, sir, I have.

2 I may ask questions about
end of my cross examination.

In your testaimony you have testified that
among the ancillary rights that you are seeking in
addition to the trackage rights would ke the right tc
site and service new industrics, is that correct?

That is correct.

Who presently provides that service

stries that you have in mind?
a new industry now is lcoccated cr

secve it.

ALDERSON REPORTING COMPANY, INC

N.W.. WASHINGTON, D.C. 20001 (202) €28-930C




along that trackage, and it ire nevw switch
to Pe bullt into it.

Now, assuming that you did not have %these

trackage rights, which included this particular

ancillary right, who would provide that service in the
event that a new industry would be created?
The SP.

p) And the work perform=. pursuant to these
ancillary rights vculd then te done by the employeses of
the SP, is that r.ght?

I would assume t might
T would acssume the SP
So ¢5 that axtent
UP~-MP employees rather

corra-t?

ALDERSON REVORTING COMIANY, INC
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Q

understand your

of those provisiones intec the proposad

case arose out of

a

agreaments in this

¢+ 1P,

occurcred between the Katy and

misunderstanding, excuse nme,

I will let you characterize

-

I don't know that

specifically.

What dispute ars

UP and the Katy?

5 Well, as I understand it 4it?!

trackage rights which wvwere granted to

out of the merger of the UP and tha ¥I

A

questicn about who wculd b2 previding

services which vere 113

anc

+ha¢ you obti.ined, excuse

A
4

t

obtained, and 14t was my unde

ALDERSON REPORTING COMPANY, .NC

20 F ST, NW., WASHINGTON, D.C. 20001 202

testimony,

trackage

is that right,
peérhaps not

-

tlhie inclusion
rioghts
dispute ¥hich has

- 2 o

a

dispute.

in any way you

-
¢

1

reqgard O

he ¥Yaty arlis

wag
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wrong. So if there was a belt missing ¢r scmething ¢n a

grab iron or scmething, it wasn't in the contra_t +hat

we would do that work for them, vnd uor operating recple
were literally locking at that coatract and telling the
Katy, I can't do that. So the Katy would have to seni a
crew out of Kansas City up to Omaha to take care of it.
Well, it was all corrected through cne rhen2
call between Mr. Todd and myself.
Now, I am not familiar with it, but as
the vas in fact ne provisio
recard to whose crews would be running over
from {ansas City.
‘s not my understandina.
was that the Commission gave the ¥Xavry
what they wantad, operate *
Missouri Pacific c-rews, and

cCrewse.

ALDERSON REPORTING COMPANY, INC
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Do you know the answar to
o, I don't.
But in fact,

going to be operating cver

a dispute with the labor unions, haven't

A It certainly has.
That dispute could have bheen elimine:
heen negcoctiaticns with the invelved

er forces toO

ance

ssion

labor

ALDERSON REPORTING COMPANY
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That's your cpinicns I am not sure of

I'm not asking.

A Hell, I am not sure . you could have sat

down and neg>itiated that with them. T think it is much
Cleun2r when it is hand2d dcown as to how it can be
dcne.

Wha* 40 you mean cleaner?

You don*t have ¢ sit and

ALDERSON REPORTING COMPANY, INC

ST.. NW., WASHINGTON, D.C. 20001 202) 628-9200




do know they are in litigation over

jetails of the dispute, T ¢

intelligently.

J Wwould you
selection of iorces
conditions for at least "ne
I will repeat my
familiar with the di
ecifically
aventuali

anothe

-

ALDERSON REPORTING COMPANY, INC
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Q But in any event, there would be octher

employees perferming that vork.

to

of

MR. RIACH: Your Honecr, T am qgoing to obh ject

fur taer questioning about +h

3
1S e

JUDGE HOPKINS: r irney, what is the sense

going on and on with this line of gquestioning

anyway? It is not related

k. BIRN

you have

wvoulia 't k

ALDERSON REPORTING COMPANY, INC
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A That is s “ want toc use ~u

- o~
- o

Union Pacific crevs, on the trackage ri

0 Are there circumstances 1dar which you would

ch>20s2 not to0 use your crews over those trackage
rights?
A Such as?
9 Whatever you may
wculd grompt you to
Let re
on all of our
are laws that
dacisli

-
=

ALDERSON REPORTING COMPANY, INC
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That s a possibility, to extend
districts.
(o) Could ycu exrplain for the record

diffecence betwe2n a sesniority district and a crew

district?

A Yes. A crew district, under my definition,
strict out“.ined that that cre
say, from Cmaha to Ncri 'latte.
crevw district. Bat those crew membars may have
seniori the way tc Cheyerne.
of the larges ew districts on the
axample, we ive ! kemen and conducto

eniority fronm

ALDERSON REPORTING COMPANY, INC
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labor representatives concearning the siza2 of these
districts?
A We wouli i+ down and ne-otia%4s with the

Pacific general chairman con that.

Q I wonld like to move now, i: I could, in

cperating plan, or to Volume 1A of UP-MP-22. T wo
like you first to turn to page 11 of tlLe applicati
In the second full pacagraph there yvou
indicate --
Sir, to make = T have it, these books
ard for me to follo: I wvant to

ht

u. ierstood these.

Sometimes +there‘®s thre
JUDGE HOPKINS:

credit , lacluiing the )

'HE WITNE

LU S &

ALCFERSON REPORTING COMPANY, INC
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uld
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are
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million in greoss revenues for UP-MP would be carrie
the trackaga rights i these right

You g0 on to say ~-- and

younld like to ask yuu :bout -- if ! imary

application is apprcved without UP-MP trackage riohts,
virtually all of this traffic wculd move via SPSF.

Just to = i wanted to see

Can I guantify the amount of

Yes, to which you haije referred

Fow 40 ycu want i

ALDERSON REPORTING COMPANY, INC
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2 Do ycu have that?
A Yes, sir.

o) That exhidbit projects

trackage rights application

B Ves, sir.
Was there any projection of wha
beycnd Y
sure we
2

instance,

applization woul

would le an increase

ALDERSON REPORTING COMPANY, INC
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woull be transferr
R Yes, t! would re less work taking place at

SY¥ockten which would be done 2% O ille, Tha+ was s2

we could take advantage of e t ckage rights, Eaggin

or Sazramento *o Ozkland.
Wculd those individuals be transferred tc
Orcville?
A Well, under precsant
to Oroville. There is
train and 2ngine
s 80 1f they so chose
them to go there
Turn next,
traffic study,
¢, If you ¥ould fturn je £ h divider in
bock ycu have got tF

pppendix

ALDERSON REPORTING COMPANY, INC
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M%. ROACH: . ¢ ne . still n=ed
some helipe.
‘.

TuI

MR.
UP-¥P traffic

Okay, I am sorcye.

THE PITNESS: I can
Genoral laughter,)
MRE. ROACH: Fxcuse me
BY MR. BIRNEYs (Res
T would like to invite
could, tc %o, 3. The f£irs
UP-¥P no: Southern Pacific-San
rates or clos? routes aviilable

you would expe<t there to be n

joint rates betweaen UP-MP apnd

Fa?

ALPERSON REPORTING COMPANY, INC
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accouat the phasing of traffic gains

traffic study, .hat

traffic is expectad

the trackage rights

second and succe=2ding years."

You have estimated in your labor impac

that 314 jobs would be created in the

Would it ke correct for
thosa 314 jobs are created
percent increased in divert

Taat is correct.

So taking these £
there would be a preoportion:
the sacond vyear of approximat

I hadn't really <«
what you are saying
impact takes placs=

Now, I am

I could get my

ALDERSON REPORTING COMPANY

20 F ST., NW., WASHINGTON, D.C. 20001

NC

202

firs
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I think what i ¢ . 314 jobs, that is
the total jcbs created ! € traffic diversion
which would be Years 1

Q So there would nct he a further increase in

employment at Year 2 corrcsponding to these figures that

are set forth here at page 2 of the operating plan?
Over =-- 314 people cver the two-year traffic
diversione.
If you would pleacse
thirli full pacagraph, the
rackage rights application aiLsO encomg
oprate er trackage vwithin terminals
trackage right: here need

sarvicee.

ALDERSON REPORTING COMPANY, INC
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heretc shows
pickuos en
that would be operated as a re

ciohts.”

Do you intend than t

sites?

i to

would

ALDERSON REPORTING COMPANY, INC
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Q Under the caption
Organization,” that first paracra
will bto powered by U
and operatad by UP-MP crewvws. In aidition to cperatin3y

their cwn trains and supplying their own crews, UF-ME

will also handle routine running maintenance except as

described in Sesction 6 below."™
Where is the mair
here to ba performed?
I didn't f£ind wher
I sorry, 1t is
I'm sorry, 1°s on
Under the
Urganization.”
Wculé you

"A1l of

ALDERSON REPORTING COMPANY, INC
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Servi-es?"

Otheyr than that,

running
nance to be performed

Ch, you are talking about at the present
locati

ons on the Union Paci

fic and Missouri Pacific?
Yes. Where will ¢that >

L

OCn what ¢train ar2 you talking about?
tives could be

cr locomoti

9

side could be at* O Neérth
pends on what

service

e ¢alkin

ALDERSON REPORTING COMPANY

F ST., NNW., WASHINGTON, D.C
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20007 (202) 628-9300




regard to car and train movems=nus would have tc b
handled by employees other than those locat
telephone service center?

A Infermation will be aiven those

by a printer coming out of those customer servic

centers, but the waybillina and the handling cf *hat
work #ill be handled in the Unicn Pacific-lissouri
Pacific customer service c=ntes. nformation will bde
given to the SP Railroad vi i : located in thei
yard office as to destinatl
instructions.
C So if a carrier
certain cargo, he could cs sarvice
instructions with regard t he movement
would then be printaed cut,
yard where the shipper was
Cr wherever the
weuld b=

then be re oncible fo

ALDERSON REPORTING COMPANY, INC
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SP emplcyee tells an ST switch engine

he gets that instruction ncw from probably

customer service centers or from the2 custcmer

The only difference now is he goes oVver
and taars off a piece of paper. It shows
moves this way, and he so lines up
t that wal.
Q And that work would have

+ha SPSF employees?

0 Fes > ¢ you, plac

amploy=es

ALDERSON REPORTING COMPANY, INC
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The whole paragraph of other services?
Yes, 1€ you could.
(Paucssz)

And the questinn you

Have you finishzd examininyg it?

Yes.

e As T understand 1t,
present time, local conditicns
necessary for UP-¥P and SPSF fo
instance, i e switching of
tire, but 1at there may conmne
circumstances change.

Tha+t
Now,
i, ~“Ificers gani s

ievelopid

1oy :—lC_T‘

ALDERSON REPORTING COMPANY, INC
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Well, I hadn't thcught about that.
¥ell, think about it.

If i+ is being switched in an SP yard, it

vould be handled by an SP crew. If it was teneficial,

let's say, for a UP crew to reach back in a track and
make pickup, that would involve a UP eWe

guess as I ur st 3 - the cperatirg

wean 1e ¢ rriers and that you would
cocoperation

That is correcte.

concerned, with most
relationship with thenm.
invelved, it gets
I understand th I'm not guestioning that.

T 5 3 } [~ frcImed s ~ec
here ha those circumstances,

ALDERSON REPORTING COMPA™TY, INC,
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that you sign a new agreemen

with the organizations to dc
Q Well, that's

ths obligation --

Let me say don*t intend to operate this
railroad ir any way, or even with the trackage richt:;,
in any way would violate a labor agrzerwment.

Would you recognize th2 obligation then to

with regard to such

That would be up to ] >P because you wculd
probably be talking their crews. We have always teen
villing to sit down when necessary to negotiat: with
labor unions if it is necessary.

0 Okay. That paracoraph the carries

next page, ani it reads, consaguently, UP-MP

that in these inst: S » would

in existing S ATSF Jjoint reciprg

ALDERSON REPORTING COMPANY, INC

20 F 5T., NW., WASHINGTON, D.C. 20001 202) 628




negectiate the - Yol M f forces?

) 3 true,

g If you could turn now to yocurl verified
statement at page 7, at the sacond full paragraph, ycu

stata "UP-MP trains would be operated with UP-MP

loccmotives and Crewse. Service would be prcvided to all

points on the trackage rights liner hat UP-MP would be

entitled to serve under our appli

trackage rights invelves

rified,

than bridge

is not true.

ALDERSON REPORTING COMPANY INC
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A That is now being serwved by the 5P 2nd the
Santa Fe, jointly, either through reciprocal switching
or joint agreements,

2 You ire a_solutely right, aand

correc ted.,

My point is that in the event that this

applization was %v Le ¢ranted, tnat you weren'
these rights, whose crevws 4o
that you are seeking to 497
they weould kLbe
don't know,
g hat would actua

away from the work being
ccews an give it ¢

To

request a

clarificati

ALDERSON REPORYTING CO/MAPANY, Ik
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‘are

op=2rat ing

now bz2ing

siying that

THE RITNESSe What
plan to serve those

servad Jjointly with

W

e are

lccal

the

they are to continu

presenting

€

SP and that vwe will pay them o2n a fully compensated

basis for that service. The Union Pacific crews will

not be in switching thcse industries after the merg

vé b

has b2en granted, after our trackage rights h

granted. It will stil) be the present crevs

switching them

today,

SPSF fully compansated

prame

Coo—&

will

switchinge.
RNEY:
you don'’
handling the switching

application?

That

ALDERSON REPORTING COMPANY
20 F ST., NW., WASHINGTON, D.C. 20001

INC
202
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3 Budeiri for the Department
Justice asked you scme questions about pages 7 and
yorr verified statement, and I believe that she
suggested to you a distinction which she
terms of a distinction between Jjoint service
using the trackage rights lines, and T want

scme questicns to clarify what vou were

pzges 7 and 8.

ements will

conducted ¢ by ic > 1fi and nct by SPSF?

The actual th

to the local switching

Union Pacific exclusive

business?

ALDERSON REPORTING COMPANMY, INC
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My understanding is one rz2ilroad

and they take turns. They c! turns
for one year. That is my unde

Q And you are not pror
the trackage rights, are you?

A No.

There will still

That is correct.
And is that true
ioch~-Martin=z and Phoeni
1s cotrect,
ther point T
with ti rackage righ
t2)1i0)
about that, par

agreement

ALDERSON REPORTING COMPANY, INC

switches it,

switchirg it
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And is Union Pacific precposing here

would ave the right tc pay the same

it received its trackage that

rights

under that agreement?

A

h

Q i

in existing SFSP agreements

-
-

rather than main line cper

That is correct.

¥R. RCACH:

Tha +

-« 5
JUDGE INSs

HOPK

MR.

STLPHENSCN

EXAAINATION

ALDERSON REPORTING COMPANY, |
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of
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switching agre=ment and the S it would b=

the intent that the ICC's overall 4 ision would rule?

A That is correcte. I S don't 1ike 1t, it in nYy

understanding I have legal process to appeal it, but I
most ~ertainly would comply with
MR. STEPHENSONs Thank you.

JUDGE HOPKINS: 1Is that all?

HOPKINS :
(The witness
MR« ROACH: i sre prepared to proceazd
ffic witnecses.
UDGE HOPKINS: Do the admission of

Uva

tastimony?

ALDERSON REPORTING COMPANY, INC

20 F ST., NW., WASHINGTON, D.C, 20001 (202) 628-9300




cross examination of the traffic witness2s would be

tomorrove.

JUDCE HOEFKINES; I'm sorry., didn‘'t know.

Thank you.
WHe will be in recess then until 9400 o°’clock
tomorrow mornina.
(Wheceupon, at 3327 c¢'cleck pems, the iearing
above~entitled matter recessed, to reconvaene at*

*clock a.m., Friday, Januvary 18, 1985,)
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