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( ' • a . m . ) 

JUDGE HOF^INSi L e t ' s c a l l t h e h e a r i n g *c 

c r i e r , p i e a n e . 

I knov everybody i s p r o b a b l y g o i n g to f r e e z e 

hcT'i' t o d a y , hv*- t h a t ' s the vay i t i s . 

y'R. NFl'^^CNi C: • . - . r n i r . o , Ycur r c n c r . 

As ^ r r>- l i rT . inary m a t t e r I w o u l i l i - ' • -ari*; 

scire i ccuin*-..»ts f o r i d e n t i f i c a t i o n an ^ - i ^ l l i r ay 

move t h e i r adn i i s s ion at SC^P p o i n t . T hore t c iisV ;i ''•^w 

q u e s t i o n s c f • r . '^v.nefick " ^ i t i v 

c c n c s r n i r j t he se i o,- . " p a r en t . l y , ou r * : f f c r * 

not i f " -he Union P a c i f I c c t t h d o c u r vr. r.;. *. . * 

f a i l e f o r some reason th-. t ' • - ' -.. •" ' - ty 

t c work aroun--' t h = i t . 

We w i l l r i g h t now l o c - j r . :.tc — 

v^-^W, 'iz I '7et t.h 

t cn- , 

J"-. i c h i ; 

v .̂ - i t t h e ne-X * ' . n b r i s . 

Jl- 1;̂  

i i e n t i f : - ^ ' 'FSP-C-1'^ «• 
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(The document r e f e r r ^c^ t o 

* 

was marked E x h i b i t Nc. 

Sr?P-C-1C8 f o r 

i ^ e r i t i f i c a t i o n . ) 

. ' 'FLSCNi Th'=' next document, Ycur Honor , i s 
a s e r i e ' - o f Union P a c i f i c i s s r 

re leas^s ' t aken fro.T ^; - d e p o s i t o r y w -h r- -

num.^ers U00,C2a thr : )U7h a O O , 0 . n . 

JUDGE HOFXINTJ That w i l l b̂> marked f o r 

i d e n t i f i c a t i o n as SFSP-C-1oa. 

C^he Qocu- -n* - • • • red to 

was marked Exhih 

5 pc-p - - 1 ;T C 

- •' • • i o r. .) 

fP. '̂ S; " document i s a 

r n spo r ta - i o n O l u t c f Hous ton , John ' . -r̂  n.f-f i c k , 

•^arch ^ , 19PU, a l ^ o t a k e n f r c n tne Union F a - i f i c 

.'I'.ocument d e p o s i t o r y . 

.. . . . . w i l l h- . • 

i d e n t i f i c a - i o a as •-' - - i • . 

w a 

1 1 ' " »~ r-

1 ' 'en *•- T . ) 

Ycur 
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exce r r t f r om t* 

Pepoi ' . 

i d e nt i f 

"•ic Corpor . a - ion 19P1 Annual 

•IN''""; ""ha- w i l l - a r k e d f o r 

- r - 1 1 1 . 

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

was marked F x h i b i t Nn. 

SFSP---n-^ 

i d e n t i f i c a t i o n . ) 

I y , v^n^ I - n c r , a 

t i d e " I n i c ' J e v s . " I t ' s th-^ 

IJn ion ar . 

j u : 

r̂ -̂ an , ^n-i t h e r e 

f r - ,- T, t 

FKINS; That w i : 

couple of 

: t c 

i 'en t . • . '•V. ) 

i i r e c t e - d towards 

v t V y 

w . 

j u r 
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••E. CHAFLES ^ I L L F F i Thank y o u , Ycur H c n c r . 

Good m o r n i n g , Y:-ur Honor . '^^ wcu"'d l i k - t c 

. . a l l a t t h i s t i m e f r . K e n e f i c k . 

Wherea p o n , 

JCHK C. KENEFICK 

was c a l l e d as a w i t n e s s by counse l f o r Onion 

P a c i f i c-??issour i P a c i f i c m-^, h a v i n g been ' ' i r . - - '^•Jly 

s w c r n , was examined and t e s t i f i e d as f c l l o w s i 

DIRECT FXA^I.NAriON 

py ilF. CHAELES .illLZPi 

3 Would you ploas-^ stite your full n-^me and 

title? 

h 

Pac i f i c 

Q 

d cc ' 

John C. •«'-•• - ' ^ " k . I am cha i rman of the Union 

i i - : ' - ' ' u r i P a c i f i c - a i l r c a d . 

y.r. " T e n e f i c k , do you h y o u a 

which i - ' - : . t l e d " V e r i f i e d S ta tement o f John 

C . K e n e f i c k ? " 

R I do . 

^R. CHAhLFr \ I L 1 - P : Your '^cnor , * t. : t 

a s T t a t e m e n t N ' o . 1 i n V c . -

r-Y ; . . ^ ; ( n.-f.-cn^in--: ) 

•} I r . K a n s f i c k , ac'̂ - you f a m i l i a r "w th th? 

s t a t emen- ' : - ' v e r i f i e d 

s tc - t i n t h i s case? 

e ars 

ALDERSON RtPORTING COMPANY. INC 
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8009 

3 And a re t he c o n t e n t s o f t h a t s t a t emen t t r u e 

and c o r r e c t t o the t e s t o f your knowledge and b e l i e f ? 

A "^hey a r e . 

Sk. CHAFI.ES r i L L E P i Your Honcr , th = w i t - " s s 

i s a v a i l a b l e f o r c r o s s e x a m i n a t i o n . 

CPOSS FXAHINA7I0S 

BI "P . NFLSCK: 

Q Good m o r n i . ' - : , f r . K o n ^ f i r k . My name i s f i l t o n 

N e l s o n . I repres i^nt t h e A p p l i c a n t s . 

Page 63 o f " ^ / " F - l l , which i s one o f you r 

docume n t s h e r ' - C o o k , • • 

OY- - : i c c r ^LIJOL . s i g n e d 

th ' - t r "'-ka'::'^ r ^ i h t a p r l i c a t i o n cn ' - ^ h a l f o f t h a t <- - ; . y 

and ir. o l i r a t e d t h a t he ws.~ • " - . u thc r i zed t c tic c c . 

- • » t a u t h o r i z a t i o n g i v e n ty t h e Union 

P a c i f i c Corpo ra t iC 'n beard o f d i r e c t o r ? : ? 

A I * " ^ ' . ' t anrw.?r ' • - ^ i c a l l y . I 

d o n ' t reca 11 . 

Q •• . • ' '> " k " t or x *• <" n " o r. r ro r 11 and 

t r • you • nere r - • -d t c the 

Unicn P a c i f i c ? 

^ V P I I , t hey were i n f e r • '«-. v. - -

I i ndeed r e p o r t - • * * 3 e x a c t l y 

Were you res pon- r t i m to them? 

ALDERSON REPORTING COMPANY. INC. 

20 F ST., N.W.. WASHINGTON, D.C. 20001 [2021 628-9300 
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Yes, s i r 

0 ^ere any . r i t t e r m aterials d i s t r i b u t e - ! tc th-^ 

board of i i r e c t o r s i n connection with --

A I do not r e c a l l t h a t . T think we had a ccuple 

of s l i d e s l i k e s maps and s; . 

Q Did you make t h t presentation y o u r s e l f tc the 

group ? 

A Yes, s i r . 

Q And you i n d i c a t e tha- you think the'-e ŵ -re 

some s l i d e s . 

A As I r e c a l l , yes. 

0 Was any par t of ycur p r e s e n t a t i o n reduced t c 

w r : t i " . 7 o u t s i d e of t he s l i d e s ? 

A No. I u s u a l l y h i v e a l ^w notes and wino i t 

f r o m t h e r e . 

".p. ^ ••. ; I wonder , c o u n s e l , i f W'.-

have an o p p o r t u n i t y to seo those s l i d e s ? T t '^ir .K t h^y 

might be covered by th>= d L - c o v e r y r ? 3 ' j p s t f o r documents 

ur-̂ '̂J i r r.r r >-n smi t t ed t o the heard of d i r e c t o r s i n 

c o n . i ? - t i c n w i t h ^h i s p r o p o s a l . 

JUDGf •• - ; ^cu i l l "^rcv • • • ' 

CHARLES ^ i Yes. We w i l l < and 

see i f they ex.-i^t, and i f so, we w i l l c e r t a i n l y p: ;;• 

them, '•'our Hon'jr. 

JUDG: ; ' ; 

ALDERSON RtPORTING COMPANY, INC. 

20 F ST., N.W.. WASHINGTON, DC. 20001 (202) 628-9300 
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80 11 

»!P. . NELSON Thank y o u . 

BY . NFLSONi (Pesuming) 

3 Mow, a t page 1 o f y ^ u r t e s t i m o n y you s t a t e 

t h a t Lhe proposea merger o f SPT and Santa Fe w i l l 

p r o b a b l y y i e l d s u b s t a n t i a l b e n e f i t s t o the r e s u l t i r n 

c a r r i e r , and t h a t t h e merger i s l a r g e l v grounded on the 

econon i c b e i ' e f i t s f r o m the con sc" i d a t l ' ^ n c f p 3 r a l l * = l 

s y s t e m s . Do y j u se? t h a t ? 

A Yes , s i r . 

2 Mow, you t e s t i f i > d d i n the M i s s o u r i 

P a c i f i c - l i n i o n Pac i f i c - f c e s t e rn P a c i f i c conrrol i d a t i o n case 

t h a t t h e economies and ef i c i ?• n c i e s t h a t ycu •-A, ' t o 

ach ieve t h e r e wer'- p u b l i c h - : n ' - f i t s , d i d you not? 

A I b e l i e v e I d i d , y e s . 

3 Ts i t - .rue, " r . K e n e f i c k , t h a t these typ<=3 of 

b e n e f i t s w i l l enhance c o m p - f i t i o n t o -he e x t e n t t h a t 

Souths-tn P a c i f i c - " a n t a Fe Pa i lway Company w i l l be a 

- t r c n r i e r c c m p ' ^ t i t c r w.' .h t h e Union P a c i f i c ? 

A Yes, s i r . 

3 Mow, you s t a t e a - i d n on page 1 , " z . K e n e f i c k , 

th e d r i v i n g f o r c e of t i f i c 

ron''^:jL i da txoM w-is the reed t c o b t a i n t h e s e r v i c e and 

r a t e m a k i n q advantages c f a s i n g l e s y s t e n . ' '• vcu 

wh^ tha r you w i l l agree t h a t the merger a t hand w i l l a l so 

pre '. .. t hose y i n d s o f ben . . he sys • • 

ALDERSON REPORTING CO.MPANY, INC. 

20 ? ST., N W , WASHINGTON, D C. 20001 (202) 628-930'^ 
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PC 12 

a d d i t i o n t o the c o s t s and e f f i c i e n c i e s ? 

A I b e l i e v e s o , a l t h o u g h i t does no t seem t o be 

t h e same e x t e n t t h a t was t h e case i n t h e U ? - l ^ i s s o u r i 

P a c i f i c merge r . 

Q Cf c o u r s e , t h e " o u t h e r n P a c i f i c s h i p p e r . ; w i l l 

ex tend — 'e extended to Ch icago , and s i m i l a r l y , the 

Santa Fe s h i i p e r s w i l l be - ix tended t o "•'emphis and S t . 

L c u i s , New C r i e a n c ? 

A I would e x p e c t t h e r e would be some b e n e f i t , 

b u t our merger was an end t o =rnd r d t h - - r rb- .n a p a r a l l ? ! 

me rge r , which I would p e r c e i v e the SP-Santa Fe mei-ger t o 

b--̂  b a s i c a l l y . 

C> You would ag r ee , would you '^l| | | |m|| |P^- thc- 'e 

w c u l j he a s u b . - t a n t i a l expans ion i n t h . - r a p h i c sccpe 

o f the Santa F^-^outhp-rn P a c i f i c as a r e s u l t 

msrge. r e g a r d l e s s o f how you cha ra ct<= r i z e i t ? 

A I t d»^pen'i^ cn wh-.t you ir.ean by "-rcbsta n t i 51 . " 

Compared t o th-- expans ion and scope o f the IF -Wt - ' - ' F , no . 

3 I wond» you c o u l d r'-^'^ei - - now, th is ; i s 

S'FSF-C-IOP — c o u n s e l n i g h t qiv<^ you a copy . 

docui i?n t t h a t you d i n e t .-• r.-̂  ^ n o - i f i ' -p t i -en o f o r yo'ir 

c o u n s e l d i d . Are ycu •• • w i t h t h i ^ ri'-,' 

g e n e r a l way? 

A Yes. They cave t h i s to "'•=' V ' ' - - n i ah ' : •. 

• h a r e . 

ALDERSON REPORTING COMPANY, INC 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628 9300 
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8013 

Q Put you had seen i t b e f o r e then? 

A Oh , I b e l i e v . - '"c. 

Q Could you f o r the re<~crd s t a t e why - r ' l i s 

d o c . T e n t was p repared? 

A S e l l , of c o u r s a , T d o n ' t know e x a c t l y * ^ . you 

havp t^ere. I f I may look her? a m i n u t e , m.'ybe T c i n 

f i n d - -

0 L e t rre w i t h d r a w t h a t q u e s t i o n . Were t h e 

v a r i o j s memcranda t h e r e p r ^ p a r v d at your r e q u e s t ' 

A Yes. Now, t h a t would be a f a i r q u e s t i c n . 

T h e r e ' s a n o t h e r document t h . i t you wec^ supposed t o be 

showing me t h a t s t a r t e d tna whole t h . : , T dor ' t 

seem t o have i t h e r e . 

3 That i s a c e r t a i n cover -ne-no da t^d A p r i l 2 ' . , 

a: I r e c a l l , t o Fat B a r r e t t . 

A That was a l e t t e t t h a t I w r o t t t o f r . P a r r e t t 

an^ o t h ' - r s t h a t expressed some d i s s a t i s f a c t i o n w--"^. 

- v iDus docum-^nts t h a t h p r e p a r e d . 

3 You ^ u g g o r t e d , " i ' a ma t te r c f f a c t , i n -Isat 

l e t t e r t h a t the f i r s l dra -.̂  "aw f r o m the 

;^arkccing S a l ^ j : Dc 'par tmert shou ld be t e r n up . 

A Burn t or junk-^-* - > - o m e t h i n - T . I t w- • » • • 

a damn . 

3 Was t h a t s u g g e s t i o n c a r r i e d c J t , t o your 

K ' " ice? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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80 1U 

a ir c ng 

t h * u r 

t 

CC :;i r',^;: 

c t t h a t i t was t o a very la r^e e x t ? n t . 

' dr. • t " •• • THY c • - c* tha*- f i r s t :-a^t 

t s i n yonr d e r ^ s i t o r y , so we assuma 

r or sug'7'; .'̂  c i cn was CdC'-'led o u t . 

; .'̂  a s t r o n g s u g n p i o n . 

- t h i ' j p o i n t i f you c o u l d t u r n ba::k 

. ' i l e s Depar t ' .=»nt • : r a n d ' j n . . cu 

' ••• r t d e p o s i t o r y n urn her .' ' " • lcw< c 

- - i * ' 601609 ~ - t h e r e a re .'oma 

.'.d they s t a r t cut s a y t n o , "Lon.:; run 

- - . " T j u s t - • ' • t o ycu ahcu . one 

- . . . i c n , g c o g r i - h i c cove tag i 

y-LZ-j'^ - -; r- r c i a 11 y - < ; 

^ ycu t 

- : : icant" - . 

.he 

i f vcu ' - c j ; d t u r 

: ' orn i i , A TSF w; ' ' 

th,. 

AIDERSON REPORTING COMPrtHV, INC. 

i O F ST. N.'V., WASHINGTON, D C 20001 20%] 62' i -9,J00 
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eo T 

s i n g l e system r c u t >̂ s t o and f rom a l l maior e a - t - w e s t 

g a t e w a y s . I t w i l l a i r e s - r v o the i n t o r r a o u n t a i n area 

ov-^r j o i n t l i n e r o u t e s v i? "gd-^n." 

Do you r e g a r d t h a t as an a c c u r a t e s t a t e m e n t 

r i y o f t h e ccnssquences? \ 

A Yes, s i r . 

0 I want t c ask you a q u e s t i o n about the r i n g l - ^ 

c o r r i d o r h e r e , ^ r . K e n e f i c k . I f you c o u l d t u r n t c pa7= 

11 cf your s t a t e m e n t . I ' m i ' ; t e d i n the l a s t 

s e n t a n c e t h e r e . You t a l k abou t y c u r t r a r k a g e ri<::hts now 

are g o i n a t o r e p l a c e t h e c o m p e t i t i o n you say w i l l be 

l o s t b et ween th e m e r g i n -h^- '^cuth^^rn 

C o r r i - ' . o r , and th«in you mâ -.-- a s t a t 3 m 3 r . t » "*.nd i n l i a h t 

o f e x i s t i n g C e n t r a l J a r r i r i c r c • • " , 

. -1 • e tracka 

V i " cr : i : * i on bt-

* focese'^ib! - f'.;* ire. 

•hts, w i l l e:;suro 

western r a i l r c -

Vow, my question i • • r. 

. : . . . . . •• the Scuther.-i ^aca f i c - S a n t a F--

C o ' ^ p a T y c o s t - • . n j v i a o r o i : 

i l Cc- • ? 

A I f I unde r s t and tht- q u e s t i o n , T t h i n k 

= •• • w — • • • n o . - -̂  

1 1 

cn P a c i f i c C e n t r a l C c 

• her n 1 . :. c coins. ' p ro 1: 

ALDERSON RJPORTING COMPANY. INC. 
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t h e i r own s o u t h e r n r o u t e s between n o r t h e r n C a l i f o r n i a , 

on the- one hand , and -.ne midwe'stern marke t s on th-^ - * ^ ^ r 

Q W e l l , I have a l i - t l e t r o u b l ' ^ t h e n 

undec Stan i i n g why t h i s phrase was i n t h i s s e n t e n c e . 

T h a t ' s why I asked the q u e s t i o n . I f T c o u l d go over i t 

aga i n . 

I n t h € l i c h t o f t h e e x i s t i n ' : C e n t r a l - ^ o r r i d o r 

c c - - = * i t i o n between you and the Scuth*=rn t - - ^ c i f i c 

T r a n s p o r t a t i o n Company, t h . - r e w i l l ensur-'^ ^.-r t he 

f u t u r a v i g o r o u s co mp 11 i o n . 

A W e l l , I cons id f - r t^ i t wa ar3 ta 1 ' • ' • ' ^ - •-1 

c .an between two m a r k e t s , -̂ ' d o n ' t t h i n k th^.t 

t h e l 3 c : - L o n ov the r c u t e , whether i t ;c-. .cugh Utah 

o r wnathor i t '̂ oes; t h r o u g h A r i z o n a , i s i - r i C *-. T 

t h i n k -ha t I am t r y i n g to say h-^re t l - ^ t t ^ c o m p e t i t i o n 

w o u l ' s t r o n g c o m p e t i t i c n ; • 

F a c i ; i c - S a n t a • ' the one ^ ' , " " i o n 

c system on the • 

C a l i f o r n i a marke t s ?.nd the midwes t , •• . ' n i on i c , 

c t c-5urs<=, c l e a r l y o p e r a t i n g m ~ •• ' 

n F a c i f i c - t h e 

with OtFG or with us i :."y wanted to - :n't 

seem to want to much -- or i n --"i-'- rn Ccr 

th'^ir cwn 1 

o . _ , , , u o f your s t a t e m e n t , 

9 ALDERSON REPORTING COMPANY INC. 

20 F ST , N W. WASHINGTON, D C 20001 i202i 628-9300 
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K e n e f i c k , i f ycu w i l l t u r n t o t h a t , you s u g g e s t t h a t 

because of some c o m p e t i t i v e responses - -

A Where a r e we, p lease? 

Q I ' m s o r r y . P i g h t abcu t i n t h e m i d d l e o f the 

page. "Pecause of e f f e c t i v e r e s p o n s e s , p a r t i c u l a r l y 

SPT's r e d o u b l e d e f f o r t s to s h i f t C e n t r a l C o r r i d c r 

t r a f f i c t o t h e southerrv r o u t e s " do you see t h a t 

s< r ce? 

A Y e s . 

a You were f i n d i n : : t • • .• -1 s t i m a t e d t r ? f f i ~ 

d i v e r s i o n o f 1 ^ l l i c n i n th - ; XP-HP case has no- bean 

r e a l i z e d . ?!y -^ ' i r s t ques- - i s * : f i c been 

shi-^tad f r o m Oqden t o Sou-hern P i c i f i c ' s s o u t h e r n rou te s? 

A I c a n ' t say f o r sur . ' 'ur : r. - <-rch--̂  r.c^ . - h 

Cgden has droppifd d l i y sin-^^' cu r merger . 

Whether i t i s .-^cina c v ^ r t he .•-cuth.--rn -our---;, c r whether 

i t i - gcin-T c v - r the ^ i c c a n d - , or wh^^ther i t j u r ^ 

1 : ] 

Ycu're net .awar̂ ' c* the flow of t r a f f i c ? 

T c--. sav. 

You 'do 

a 
A 

Q You do -igh, r i c r 

s t ? t^ ' ' ' - ' " t t h a t tha s o u t n e r n r o u t e and the c e n t r a l rout 

are c o r . p e t i t i v - ' ^dy of t r a f f i c ? 

A Oh, yes . Cur s t u d i e s would i n d i e 

v.; r, .-..̂  '::3_nta Fe -Sou the rn ; . ̂  r o u t e 

ALDERSON REPORTING COMPANV. INC. 

20 F ST.. N.W., WASHINGTON DC. 20001 (^02) 628-9300 
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9 

common i c i n t such as Kansas C i t y to the Pay Area i s 

s t r o n g l y c o m p e t i t i v e w i t h t h e Union P a c i f i c s i n o l . ^ l i n e 

r o u t e . 

2 I s i t or i s i t n e t t r u e , " r . K e n e f i c k , t h a t 

Unicn P a c i f i c ' s C e n t r a l C o r r i d o r r o u t e between t h e Fav 

.i^rea and p o i n t s i n Texas i s c c - r p e t i t i v e w i t h the 

south-?rn rout^-c i n the Santa Fe ar.d the Sou thern Pac i* ' ic? 

A W e l l , . i c t i n the sense c e r t a i n l y *' 

t a l k i n g a b o u t , wh ich i s t h * c o s t c f c p e r a t i c n i n v n l v i m 

d i s t a n c e and grades and so o n . 

3 I ask t h i s q u e s t i o n and I am n o t — w e l l , I 

w i l l 2 rk you t r c l a r i f y t h i s . ".'-.-.-r- re some pref;s 

r e l e a s e s which are i n SFSP-C-1C9 t h a t I would j u s t 

t o ar:< you abcut • • - , • '. can nr-.^v: : 

you wi th a c c p y . '•^hes- r e l e a s e s r e l a t e t c 

t r - . ip - s e r v i c e t h a t y o u ' v e i n s t i t u t 1 . o s t-m erg-J" •-, I 

j u - t i ?> you t c loc.' , '. • . 00 ,C?6 , whi'-h i s a r o u t i n 

- . I d l e t h e r e . 

T n c i i e n t a l l y , th->se press r f : - . •.. -̂ a re 

s p r i n k l e d w i t h quo tes i " - " r . K -̂- • k - - I d o n ' t 

i - •.. are r e a l l y q u o t e s , hut kr. . : • how -̂ .-.̂ ŝ  

g e t pr'^-'ra--- 1 - - - h a t shows a m ap — 

A I t shows the probl^T. very -

3 I t shows the prow l e r very w e l l , : 

f 1 i p 0 ver - ̂  *• ̂' " c y page her t , • - ' 

ALDERSON RfORTING COMPANY. INC. 

20 F ST., N.W., WASHINGTON, D C. 20C01 (202) 628-9300 
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t e x t . F i r s t of a l l , j u s t t c s t a t e f o r the r e c o r d h e r e , 

i t shows a r o u t e between San F r a i i c i s c c v i a Feno and 

Nor th P l a t t e . Kansas C i t y , t c F o r t W o r t h , D a l l a s , 

Houston and San A n t o n i o . And the second f u l l pa ragraph 

on the n e x t page, "The s e c i e t " — and t h i s i s a new 

t r a i n which r e s u l t s f r o m y c u r s i n g l e sys tem s e r v i c e w i t h 

t h e " i s s o u r i P a c i f i c - - ""^he s e c r e t t o t h i s t r a i n ' s 

speedy p r o g r e s s i s i n Kansas C i t y , t h e schedule f r c m 

Houston and F o r t W o r t h , Texas t o N o r t h P l a t t e , N'=lraska 

where c o n n e c t i o n s are made to a l l p r i n c i p a l w e s t e r n 

d e s t i n a t i o n s and a l l west coas t p o r t s . " 

I guess what y o u ' r e t e l l i n a me i s t h a t d e s p i t e 

t h i s - - t hese press r e l e a s e - ' the g r a p h i c 

i l l u s t r a t i o n of ycur r c u t e between t h e ^̂ ay Area and 

Texas o o i n t s t h a t ycu 'r-^ n e t p r o v i . i i n g m e a n i n g f u l 

conper i t i o n . 

A I t *oesn ' - seerr c *'«^. R f t - r a V'-^-r ve 

h ; nd led maybe 15 l eads a day , s c m e t h i r g l i k e t h a t . 

3 You keep t r a c k o f those t r a i n s ' o p e r a t i o n s ? 

A I do . 

Q I ; 1 d i r e c t i o n ? 

A A p p r o x i m a t e l y , y " s . I t i o e s s o r e t h i n g . 

Q R e f e i r i n c back te your s t a t - ' ' ^ 

U aboat c o m p e t i t i v e responses o f the Sout i . - ' rn i c 

and Santa Fe, c you hav<-

ALDEISON REPORTING COMPANY. INC. 

20 F ST. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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response i n m i n i w i t h r e s p e c t t o t h e Union P a - i f i r 

C' jnsol i d a t i o n s ? 

A No. I d c n ' t get i n t o t h e s p e c i f i c s cf - h a t . 

3 C o u l i t h e p r e s e n t p r o c e e l i n - : be r ega rded cis 

such a c o m p e t i t i v e response i n your mind? 

A W e l l , i t c o u l d b<= . I h a d n ' t t h o u g h t o f i t 

s p e c i f i c a l l y i n t h o s e t e r m s . 

r. TJage 7 o f your s t a t e m e n t , " r . K e n e f i c k , cn 

t h i s page , i f I c o u l d g e n e r a l l y c h a r a c t e r i z e i t , vou 

t a k e i b s u e w i t h the A p p l i c a n t s on t he q u e s t i o n c f 

i n t e r n o d a l c o m p e t i t i o n . ""hat ' -e^ins vhers *h= caraT."arh 

beain.c i n t h e m i d d l e o f t h a t i - ag« . You a ck r o 1 ' - ' -

th-^re t h a t t r u c k s p r o v i d e i n t e n s e com TJP t i t i cn f c r 

r a i l r o a d s i n ny rnarket- r r '^any commod i t i e ~ , b i t 

you s t a t e t h e r e a r e ccirmod,. . and markets f o r which 

t r u c k s are not an ade^uat--- s u b s t i t u t e . 

Do you see t ^ t ? 

Yes, s i r . 

2: Anl yuu c i t e l o r n hau l s s n i hu lk c c 

as ex a IT p i e s wh r"- t r u c k s •--

A ous r • 

3 And you r.t -i . . ' 

- • cwn f a c t : : . - - - - - a t the b c t t c ir. c f 

ALDERSON REPORTING COMPANY, INC. 

•20 F ST., N.W.. WASHINGTON, DC. 20001 (202) 628-9300 
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3 Now, c o u l d I t a k e i t f r om t h a t t h a t you would 

acknowledge t h a t somewhere over t h e 1200 m i l e s o f 

t r a c k a g e r i g h t s you are s e e k i n g he re t h e r e are marke t s 

o r t r a f f i c movements f o r which t h e r e i s i n t e n s e t r u c k 

com pet i t i o n ? 

A Somewhere over t h e 1200 m i l e s t h e r e i s - -

3 We may d i s a g r e e about how much t h e r e i s and 

wher? i t i s , b u t c e r t a i n l y t h e r e a r e a reas where -her? 

i s i n t e n s e c o t p e t i t i o n - -

rt I expec t t h e r e would be . 

3 - - a - f f e s t i n g t he marke t s i n the Southern 

C o r i j . 1 .... . 

A I would expec t t h a t t h e r e would b e . 

3 ^'ow, you have c r i t i c i z e d t he o t h e r responsiv--? 

a p p l i c a n t s a t pages 10 and 11 cf your s t a t e m e n t ac i note 

ovpr on page 11 t h a t they a r e not as l i m i t e d as •̂ ho 

Union P a c i f i c - M t s : ; c u r i P a c i f i c r i g h t s , and t h e y ' r e not 

f c r u s a c on the c o m p e t i t i v e problems t ' l e way - -

A That i s our view c f the s i t u a t i o n . 

3 The f a c t o f the -matter i s , - h c u c h , . 

. -k, *• h at i f your t r a c k a g e r i g h t s ware impose 1 over 

t h i s 1 2C0 X; i le s t r e t c h , t : . ; . : ; . . •. . t wcu ld 

would i n c l u d e t r a f f i c - ' which t h e r e i — • t r u c k 

com pet i t i o n . 

A Are you ^ . - ' ^ i r r y.̂ . a quest io: .? 

ALDERSON REPORTIN'? CCMPANY, IN 

20 ' sr., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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3 Yes. W o u l d n ' t your t r a c k a g e r i c h t - ^ , i f 

i m p c s a c , enab le yo i t-) o r i g i n a t e o r t e r m i n a * e t r a f f i c 

somewhere over t h i s 1200 m i l e s i n :i.arket3 where t r u c k 

c o m p e t i t i o n and /o r source c c m p e t i t i o n may today 

e f f e c t i v » = l y i r i v e what the r a i l r a t e s and s e r v i c e w i l l 

be** 

A I ' m no t t r y i n g t e be d i f f i c u l t h^-re, :'o - - h*:* 

source c o m p e t i t i o n k i n d of — 

Q V e i l , l='ave the ~curce c o m p e t i t i o n ou* . 

A '•'OJI'"' you t r y i t once a g a i n ? T t h i n k I can 

answer i t . 

Q Okay. I t h i n k w-a have agreed t h a t — net 

agreed as t o t h e t , b u t agree t h a t somewhere 

ov-r "-'8, Sou + n'L-rn Ccr r i d e r t h e r e are markets vh-?" 

i s i n t e n s e t r u c k c o m p e t i t i o n . 

A Y es. 

3 And where t h e r e I s i n t e n s e - r u c k corr, - - . - i c n 

- - i3<-_ mo ask ycu - h i s . '-• - - *: i.r.6 on th--- ' ' n i o n 

P : . - j i f i c system • *" -. - v - r y in*: ' t i t i o n , 

>̂ e i t t r u c k s or b a r g e s , e x i s t s , az^ ycu r r a t e s an i 

s" r v i c e - ' ' r i v e n by what the trU'-K -i — t h • • • , t h * 

1 : . e t : t i o n - - i i i c i n a ' 

A Our ra t -?E, I t h i n k , are a lways responsiv>. tc 

t he CO T ' ^ t i t i . s i t u a t i o n , vhat^'V^^r i t may be. 

3 Okay. ' 'ow, i t ' s ; -- -wo 

AIDERSON REHORTI COMPANY INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 202) 628-9300 
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tgreed on any q u a n t i t y — t h a t i n the Sou the rn 

C o r r i d c r t h e r e a re j u s t such m a r k e t s , t he re a re such 

i n s t a n c e s c f t r a f f i c where t h e r e i s i n t e n s e t r u c k 

compet i t i o n . 

A Are you a s k i n g m« a q u e s t i o n ? 

3 Yes . t h a t c o r r e c t ? 

A I ' m t e r r i b l y s o r r y . I ' m j u s t n e t f o l l o w i n g 

ycu h a r e . 

3 W e l l , I t h o u g h t we had agreed e a - l i ^ r t h a t 

t h - rc- i s i n t e n s e c o m p e t i t i o n , t r u c k c c m p e t i t i o n f o r many 

... i i t i e s , 

A I n * . ' . .' " : r i d c r . " " ^ e - - a i n 1 y h a ve 

a'̂ C'̂ ^ .̂ t o t h a t . 

C n ^ x t q u e s t i o n i s the t r a c ^ ^ g o -ir;>-^.^ 

\7.i:cr^'*., you r a b i l i t y t o o r i g i n a t e and t e r m i n a - e - r a f f i c 

on your t r a c k a g e r i g h t s would embrace t h a t k i n d e f ' 

- '* ic as w e l l as l o n g h a u l and b u l k ccmmcdity 

t r a f f i c . I t i s n o t comraodxty s p e c i f i c or market 

. . f i c , i s i t ; t h a t i s , your trackag*-- r i a h t nosal? 

A I t h i n k you ce ma'" : • : • '̂  <-n- t o ir*^. 

C' You t h i n k I -. m - • • y ing? 

JUDGE KOFKI'-Ti Kv^'rycn^ been d o i ; 

^ r . K p n e f i c k . Go ahead . 

I •.- so r r y . 

C- .n) 

ALDtRSON REPO/«TING COMPANY, INC. 

20 F ST.. N.W,. WASHINGTON, D.C. 20001 i202) 628 9300 
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^ H | ^ ^ H l l , i s n ' t i t a f a c t . , " r . K « = n ? f i ' k , t h a t i ^ 

y c u r t r a c k a g e r i g h t s were imposed over th^' Sou thern 

C o r r i d c r t h a t i t would enab le you t o a t t r a c t t r a f f i c 

t o have an impact cn t r a f f i c as t o wh ich t h e r e i s t o d a y 

i n t j i s e t r u c k c o m p e t i t i o n ? 

Yes , s i r . 

Q I ' m s o r r y f o r t a k i n g so l ong t o aet t h a t o u t . 

A We are n o t c o m m u n i c a t i n g r i g h t her^^. 

3 I ' m suro i t ' . " ^ my f a u l t , * r . K e n e f i c k . 

A No, s i r . I ' m a f r a i d i t ' s m ine . 

3 On page 5 of your s t a t e m e n t , "r . < t e i i e f i c k , you 

s t a t e t h a t " W i t h o u t th-. ' . . i c k - i r i g h t s we seek" and 

t h i s i s r i g h t a t t he bo t tom o f t he c o n t i n u i n g pa ragraph 

- - "many p a r t s c f t he g rowing S ' jnbe l - -"ark-t .- i '^c;,: ^ ba 

e f f e c t i v e l y pr-^cluded f rom e n j o y i n g two c a r r i e r 

c o m p s t i t i o n , and ..'e would be f o r e c l o s s ! f r o m 

p a r t i c i p a t i n g i n these markets cn an i n t e r l i n < ^ i a . c i r . " • 

Now, my q u e s t i o n h e r ? , ' 'r . K e n e f i c k , i.c wha-: 

r : c t i c u l a r markets wculd ycu be f o r e c l ' ' .m 

p a r t i c i p a t i n g i n on .̂ n i n t ' - r l m e bas i s? 

A I t wcul J ; v.- a s a y , - !'at was now a c? 

and l o c a l , f o r example , be l o c a l *-.o th-^ S c a t h e r n r a c c t i c 

and parhaps or * c r .h°r end would b-3 l o c a l t o th^- ^^n-a 

Fe in a s i n g l e l i n e h a u l . They c .<e i t 3 t r a i ' : : h t 

t h r o u g h w i t h o u t g i v i ' anc3 . 

ALDERSON REPORTING COMPANY, INC. 
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Q That wou ld be a market where today the j c i n t 

Union P a c i f i c r o u t e v i a El Pa?5o? 

A P a r t i c u l a r l y t h rough Swee twa te r , t he E l Paso 

i n t e r c hange. 

3 Your o p p o s i t i o n t r a f f i c s t u d y makes an 

assumpt ion wh ich I wou ld l i k e t o read t o y o u . I ' m net 

go ing t o ask you w h e t h e r you ?gree w i t h i t cr n o t . Ani 

I w i l l g i v e t h i s t o you i f you want i t . I t appears i n 

UP/ I 'P -22 , and ' t ' s Appendix 8 o f the t r a f f i c s - u d y . | | | | » 

"The a s s u m p t i o n i s t h a t n e i t h e r Unicn 

P a c i f i c - ' ' i s s o u i : i P a c i f i c ncr Southern F a c i f i c - S a nt a Fe 

woul ' i c a n c e l j o i n t rat<=^s or c l o s e r o u t e s t h a t a re 

a v a i l a b l e t o d a y . I 'owever , n e i t h e r agree w i l l to 

t h e e s t a b l i s h m e n t c f ccmp-'t i t i ve r a t e s over new r c u t e s 

which would d--icrfease t h e i r rp»v«anues." 

Do you hav. t . i a t i n mind? 

A I t h i n k s o . 

3 -y q u e s t i o n i s I f th ' • ' " ' • r - t c n w«re 

a p p r o p r i a t e , w.?re t r u e i n f a c t , how would Union F . - i t i c 

be f o r e c l o s e d ''rom p a r t i c i r a t i n g i n the marke t s ycu 

sue ;• - ? 

A W e l l , i f T unders*-ar.'' t^. i t ycu a.'-sume t h e r e 

would be no closure- c f e x i ^ ' . r o u t e s and gat^w."-,. , ; v. t 

i t -een ou^ e x p e r i e n c e , p a r t i c u l a r l y ' 

A c t , w i t h c o n t r a c t r a t e s and ^ as 

ALDERSON REt'ORTING COMPANY, INC. 
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t h a t t h e r e a re many vays t c s u b s t a n t i a l l y c l o s e v i t h o u t 

o f f i c i a l l y c l o r . . . , ' aateway - - c o m m e r c i a l l y d o s i n g I 

gu'^'Es i s t h e phrase — th ronqn c o n t r a c t r a t e s , t h r o u g h 

s p e c i a l i n c e n t i v e s and t h i n g s l i k e t h a t . T h i s has bean 

t h e case i n our own s i t u a t i c n a t Cgden where c e r t a i n l y 

the gateway has n o t been c l o s e d . Our i n t e r c h a n g e has 

gone f r o m a v»^ry s i g n i f i c a n t one to n o ^ ' h i n g . 

0 Mow, i s t h a t because the i n c e n t i v e r a t e s c r 

c o n t r a c t r a t e s Mt? lowf^c t han the e x i s t i n - . r ^ . t e s , 

c u b l i s h e d r a t e s ? 

A We b e l i e v e t h a t t o be th? . WP know th=>. t 

some c f t h e t r a f f i c has b»en d i v e r t e d t o -ne r i o Grande 

R a i l r o a d . We assume t h a t a r rangements were made between 

th.'* Sou the rn P a c i f i c i n - ' t he ' i o ••r-in.i<^ t h a t a t t r a c t s 

t h " s h i p p e r s more- than any a r r angsm en - s we can makr cv^ c 

our own r a i l r o a d . 

L e t ' s t ak ^ t e r , f o r example . ye 3 

s u o g e s t i n q t h -n t h a t '"T^" c o u l d c l ^ ' ~ " ' j - • • er 

ccmner c i a l l y ---ven i f e x i s t i n g r o u t e s and • TI a i T i n 

e f f e c t , as i s assurred i n your t r a f f i c s tu ' ^y , 

c c d a i l y c l o s e i t by r educing the s . i : •• l i n e r ^ t e 

a n i nc - par- - i n g i n -i r e d u c t i o n i . " t h e j o i n t l i n e 

ra te? 

A 1 d o n ' t know about t h a t s p e c i f i c a l l y , i 

might dc i t t h r o u g h a con d e v i c e . 

ALDERSON REPORTING COMPANY, INC. 
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3 Which would reduce the s i n g l e l i n e rate? 

A I t would do some^-hino t h a t would be more 

a t t r a c t i v e t o the shipper i f he used the s i n g l e l i n e 

haul r a t h e r than the j o i n t r o u t e . 

0 You d o n ' t i n your own mind and I am 

r e f e r r i n g now to the speech t h a t you haven ' t had an 

o p p o r t u n i t y to see but l e t me ask you a ques t ie r 

d i r e r - l y , which I ' m i n f - ^ ' m n g from the speech sc t h a t 

you w i l l know tha t ahead of t i m e . 

You -̂ on ' t see any th ing wrong where there i s a 

competing s i n g l e l i n e ra te - - rou te and a j o i n t l i n e 

route f o r there to be nc r a - i * y between the routes where 

t h e 3 i : g ' e rou te i s more e f f i c i e n t ? In other words 

you are not vcca ... ng p a r i t y here, are you? 

A No, T*m not advocat ing p a r i - y , c e r t a i n l y not 

i n a l l cases. 

n p — y o u could "--'fpr --~ tha t speech. I 'm 

or p--: ; "̂^ , : t • ;j :̂ a e u00 , 1 1 2 m the UP document 

. _ t c r y . At the -'^r ot t h a t ; ^Yt "We ere 

t a k i m steps to ensur..^ *h-^ s h i p p e r s ' compet i t ive 

'Sts are p r o t e c t e ' . ' 

And here , i f you i moment tc I cok i t 

i t , you were t a l k i n g abcut an agrcr-T"..-- v .•̂ ••i. w - h 

th-- SP concerninq the raain-pnance ot 

ga t ew iys . 
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A "ay I l o o k a t t h i s f c r a minu te t o get t h e 

contejc t ? 

Q T e s . 

(Pause . ) 

A Y e s , s i r . 

Do any o f t h e j o i n t l i n e UP-SP r o u t e s wh ich 

are anbraced i n t h i s agreement — you are f a m i l i a r w i t h 

t h a t ag reemen t , are you n o t , comewhat? 

A Ch, somewhat would be t h e bes t I c o u l d s a y . 

3 I f you can d!-.L-wr:r t h i s q u e s t i o n . T f you 

c a n ' t , t h a t ' s f i n e . But i f you know, do any of the 

j o i n t SP-UP r o u t e s t h a t a re m a i n t a i n e d as a r e s u l t o f 

t h • •. eement compete w i t h e i t h e r t he s i n g l e l i n e Un icn 

P a c i f i c or Sou-hern P a c i f i c r o u t e as an a l t e r n a t i v e ? 

A I t h i n k 1 h': d t e t t e r say I c a n ' t t e l l y r u 

def i f i i t e l y . 

(•R. KELSON: Thank y c u , • ' r . K e n e f i c k . T have 

no f u r t h e r q u e s t i o n s . 

JU: '.NFi Department c f J u s t i c e , 

Budeir i . 

vv BUDEIRI; 

r» Good m o r n i " i s ' 

F r i s c i l l a . i ^ . n , an i I r<^present t h . ' U n i t e d S t i t e s 

D e p a - • " c f J u s t i c e . 

I n ence to ^ cf 3r Y , th e 
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f i r s t paragraph, which would be the most e f f e c t i v e way 

of pr?serving p a r a l l e l r a i l r o a d c o m p e t i t i o n i denyi/ig 

the SFSP merger a p p l i c a t i o n or allowi.-.c the Santa Fe and 

Southarn P a c i f i c t o merge, but cond i r i cni ng the .Tierger 

on the i n s t i t u t i o n of trackag«=' r i a h t s ? 

K Which would be the mere e f f e c t i v e way o-*' 

preserving competition? 

0 Yes. 

A Oh, T t h i n k I would have t o say d e n y i n g the 

merger w c u l d be t h e more e f f e c t i v e way. 

Q W i l l the i m p o s i t i c n c f t r a c k a g e r i g h t s reduce 

' i n any way t h e r e a l i z a t i o n of by the merged 

SFSF system? 

A The b e n e f i t s to whom? 

Q The ' - e n a f i t . - t h i - t he Sr"P -yst'^m c l a i m s w i l l 

r e s u l t f r o m the i^erger . 

A W e l l , T t h i n k t h e y w ; . . t o some e x t e n t . 

Q •"'i^y would? 

A I ' m s o r r y . ee i f I u n d e r s t a n d . 

^^Ycu'r? t i l k i n c about t h e b e n e f i t s co •-ha Sou thern 

P a c i f i c and -he '^anta • " ' p u b l i c be;- ••••-••? 

3 W e l l , a l l t h e b e n e f i t s f i d t -.hi A p p l i - . m t s 

c l a i m . We can argue ove r i f -hey are p u b l i c bene '^ i t s o r 

I gu 
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^ i n iry judgment , would reduce t h e d i r e c t monetary 

2 b e n e f i t s t o t h ^ Sou the rn P a c i f i c and Santa Fe. On the 

3 o ther hand , they m i g h t enhance the p u b l i c b e n e f i t s t h a t 

'* might be c l a i m e d f o r the n c r g e r . 

5 Q So t h a t I f - . J t a n d a s u b j e c t you have 

6 p r e v i o u s l y d i s c u s s e d , you were d i s c u s s i n g on page ^ 

abcut SP's c o m p e t i t i v e response by s h i f t i n g t r a f f i c f r o m 

8 t h e C e n t r a l C o r r i d o r t c the Sou the rn C o r r i d o r ; and I 

3 j u s t want t o make sure I u n d e r s t o o d t h a t d i s c u s s i c n . 

'0 Are you a b l e t o g i v e us examples c f 

c o m r a o l i t i e s wh ich t h e SP was s u c c e s s f u l i n s h i f t i - . g 

12 t r a f f i c f r ' ^m -t-'O ^ p n t r a l t o t h e s o u t h e r n r o u t e ? 

13 A No. As I t h i n k I t o l d ' ' r . •• 'elson, we knew 

t h a t t h e Ogden i n t e r c h a n g e has gone way down, and we 

15 d o n ' t know how much m i g h t have gone on the Southern 

16 C o r r i i o r , how much migh t have gone t c t*-? ^ i o Grande, 

17 I oar c o r p e t i t o r , and how much j u s t i s n ' t moving by ere 

18 reason or a n o t h e r by r a i l . 

19 3 As f a r as t r a f f i c a- ••hf̂  " • c t e r c h a n g e , i s 

20 t h i s a l l kin'- '^ ' o f commcd i t i e s ? 

21 A Very br^-. . ranae o f comm o d i t i e : , 

22 r W i l l the - — hai'-'ed f c r t he 

23 t r a c k a g e r i g h t s a f f e c t the degree o f c o m p e t i t i o n the U-

24 w i l l pose t o t h e merged SFSP f i r m ' 

25 \ I t c o u l d . 
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4 1 3 Can you describe how i t could? 

2 A W e l l , i f the rent was so h igh t h a t the Unicn 

3 P a c i f i c ' s costs of ope ra t ing over the trackage were 

* s i g r i f i c a n t l y higher than the Scuthern F a c i f i c - S a n t a 

Fe's c o s t s , obv ious ly we would have d i f f i c u l t y compet ing . 

6 Q What other f a c t o r s w i l l a f f e c t the l e v e l of 

1 compe t i t i on the UP would be able to o f f e r the SFSP 

8 system i f the UP rece ives -rackage r i g h t s ? 

9 A A great deal w i l l be the t e r r i t o r y tha t we can 

10 se rv ice on both ends, and p a r t i c u l a r l y i n the C a l i f o r n i a 

11 area where we w i l l be dependent e i the r on the Scuthern 

12 Pacif i c-Sa nta F*̂  tbpm!=;elves f o r connec-ions or perhaps 

13 a t t r a r t i n q th ings l i k e piggyback t r a f - i c t ha t we can g^t 

14 o f f the s t r e e t . 
I 

15 3 W e l l , what w i l l a f f e c t the !'t>'^ a b i l i t y to 

16 a t t r a c t piggyback t r a f f i c ? 

17 A The a b i l i t y to give service and the a b i l i t y to 

18 g ive p r i c e . I t h ink those are the two bia i t ems . 

19 3 How w i l l the service t l i a t U-" is abl^^ t c o f f e r 

20 be a f f e c t e d by the trackag-? r igh t s? 

21 A We w o u l d n ' t be able to o f f e r any se rv ice i f we 

22 d i d n ' t have the trackage s. 

23 Q Put Tiven t h a t you do have t racka . - h t s , 

24 hew deer the s e rv i ce ycu would be able to o f f e r ' - you 

25 w-^re ope ra t ing over your own l i n e compare wi th ycur 

ALOERSON REPORTiNG COMPANY, INC. 

20 F ST,, N.V/ , WASHINGTON, T C. 20001 (202) 628-9300 
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^ a b i l i t y to o f f e r t h a t same degree of service over 

2 trackage r i g h t l i n e s ? 

3 A We cannot provide now on our own l i n e s 

* e f f e c t i v e c o m p etitive s e r v i c e r e a l l y between say 

5 Southern C a l i f o r n i a on the one hand and Texas on the 

6 other because o f the extreme c i r c u i t y going up to Salt 

' Lake and over t o Kansas C i t y and down. 

8 0 !laybe I w i l l rephrase my question because I 

9 don't t h i n k i t was very c l e a r . Would you please compare 

10 the s a r v i c e you could o f f e r over your own l i n e with 

11 service — assuming we are moving from ? to B i n both 

12 instances -- i f you can j u s t g e n e r a l l y compare the 

13 service you could o f f e r i f ycu w^re moving from A te " 

14 over your own tracks versus the se r v i c e you could c f f a r 

15 i f the service from A to F was over trackage r i g h t s ? 

16 A You are t a l k i n g about a b s t r a c t points A and °? 

17 3 Yes. 

18 A G e n e r a l l y c o m p a r a b l e . C e r t a i n l y - h e r e ' s a 

19 gc.jd example o f t h i s between "̂ ân P^-rnardino and Parstcw 

20 on the Santa Fe, b u t the "an ta Fe i s -hp t e n a n t , and we 

21 operat.-- over t hem, and we r u n j u s t as f a s t as they do . 

22 Q I n g e n e r a l , .cpe'ik i r . T o t a l l a spec ts o f 

23 s e r v i c e , i f you had t r a c k a g e r i g h t s t h a t ycu are 

24 r - : -qups t inq , how e f f e c t i v e a c o n s t r a i n t would tha 

25 t r a c k a g e r i g h t s be on the m.erged 'ysteir? 
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A W e l l , I t h ink i t would be q u i t e an e f f e c t i v a 

c o n s t r a i n t i n the areas where we w i l l be compet ing. 

We're t a l k i n g between common p o i n t s . '•̂ e would not 

under our proposal we would not be able t o o f f e r very 

e f f e c t i v e service to a shipper t ha t was s t i l l c a p t i v e t c 

e i t he r the SP or the Santa Fe, but at common p o i n t s I 

th ink we can give them a very good run f o r tne money. 

3 In reference to page 10 of your t e s t i i t o n y , 

which would impose less costs on the merged SFSP syst-=m 

- - the g r a n t i n g of trackage r i g h t s over a g iven area of 

SFSP t r a c k or the grauti.cg of IR!*A over a civen ar<»a of 

. •> 
s. 1 *. . 

A I don ' t know that I could answer t h a t because 

I r e a l l y don ' t q u i t e 'Lider- tand t h i s independent 

ratemaking a u t h o r i t y . 
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n s , B U D E I R I J Thank y o u , 

JUDGE HOPKINS-. " s . Peed. 

BY KS. REFD. 

3 Good m o r n i n q , Jfr . K e n e f i c k . !̂ y na.'fie i s Jfary 

Peed, and I ' m a p p e a r i n g on b e h a l f o f t he U . S . Departm=»nt 

o f T r a n s p o r t a t i o n . 

A I t h i n k we have met b e f o r e . 

Q I b e l i e v e we have , s i r ; a few y e a r s b a c k . 

At t h e t o p o f page 3 you s t a t e t h a t ; "We know 

f r o m our own e x p e r i e n c e t h e t r a c k a g e r i g h t s c o n d i t i o n s 

a re t h e most e f f e c - i v e means o f p r e s e r v i n g p a r a l l e l 

compet i ^ i o n . " 

I s t h a t s t a t emen- based, i n p a r t , on t h e 

t r a c k a a e r i g h t s t h a t were imposed on * - <- UP/}<P r^erger? 

A Yes . And i n p a r t on our own e x p e r i e n c e w i t h 

t r a c k a g e r i g h t s i n o t h e r a r e a s . 

3 Have t h e t r a c k a g e r i g h t s t h a t were gran*:f-d i n 

-ha U?/hp merger imposed any o t ) e r a t i n g burden on -he 

FACRAIL System? 

A *Jot s i g n i f i c a n t t h " ' . I am awara o f . 

3 Have you been a b l e t c work ou t i n y s c h e d u l i n g 

pro ' - lams w i t h c a r r i e r s t h a t were g r a n t e d t r a c k a g e 

r i a h t s ? 

A I am not aware t h a t t h e r e have been any 

s c h e - j l i n g p r o b l e m s . 
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0 As f'>r as you ' re concerned, there have net 

been m y s i g n i f i c a r t problems w i t h those t r a c k a g « 

r i g h t s ? 

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

Q Have t h e y , i n your o p i n i o n , enabled the SP and 

the DPGW to be an e f f e c t i v e compe t i t i ve f o r c e i n the 

Cen t r i 1 Corr idor? 

A I c a n ' t speak, too much f o r the Cent ra l 

C o r r i d o r , but we c e r t a i n l y saw some t r a f f i c disapr'?ar 

f rom our l i n e i n a hurry and move over the Pio Grande, 

f o r example, between Pueblo and Kansas Ci*-y. 

3 Do you consider the SP-DRGW r o u t i n g to ''ansas 

C i t y t o be compe t i t i ve w i t h the UP routin^g? 

A To seme e x t e n t . 

2 To some extent" 

A Yes. 

3 Would yo.i say t h a t you have a sup«->rior 

compet i t ive rou t i ng? 

A Yes. We have a shor te r and f a s t e r r o u t e . 

3 Vow, wi'ch regard to the t rackage r i g h t s ^hat 

wtre granted to th;= *'XT, have they imposed any opera t ing 

or scheduling burdens on the PACRAIL "System? 

ft Again , not to my knowledge. 

3 Now, at page 5, the f i r s t f u l l paragr- ' rh, you 

indie? te ^hat you are seeking trackage r i g h t s between 
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Sacramento and O a k l a n d . 

i l S l H H I l D o e s t h a UP System p r e s e n t l y o p e r a t e between 

Sacramento and Oakland? 

A Yes . 

3 Do you compete w i t h the SP f o r t h i s t r a f f i c ? 

A W e l l , th<=re 's v e r y l i t t l e t r a f f i c t h a t I know 

o f moving s p e c i f i c a l l y between those two p o i n t s , b u t as 

a p a r t o f a t h r o u g h r o u t e , yes , we do compete w i t h the 

SP. 

2 Y o u ' r e s a y i n q t h a t t h e r e ' s n e t much t r a f f i c 

t h a t o r i g i n a t e s on t he L i i i u c i n t h a t c o r r i d o r ? 

A No. I ' : B not aware o f any s i g n i f i c a n t velum? 

o r i g i n a t i n g a t Sacramento, f o r example , and t ^ rir; ina t i n g 

a t Oak land . 

Q T a l k i n g abou t l o c a l t r a f f i c . Ho you compete 

w i t h t h e SP f o r t r a f f i c t h a t o r i g i n a t e s a t Oakland? 

A Yes . 

Q Do you compete w i t h the SP f o r t r a f f i c t h a t 

o r i g i n a t e s a t Sacramen tc? 
A Yes . And a coup le o f p o i n t s i n be tween . 

Q Does the SP i n t e r c h a n g e t r a f f i c w i t h you a t 

those p o i n t s today? 

A I b e l i e v e we do. W e l l . I know we do a t bc th 

p laces t o scm? e x t e n t . I t ' s n o t a m a j o r i n * . . 

Q At t a e t o p o f page 5, you i n d i c a t e t h > t your 

ALDERSON REPORTING COMPANY, INC. 
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. .,— ^^^^^ 
ex . t i n g r o u t e between C a l i f o r n i a and ;exas r ^ i n 

cannot p r o v i d - m e a n i n g f u l -:(.• .•'on her a use- c*- the 

ex t reme c i r c u i t y . 

Does t h a t mean t h a t f o r p o i n t s n o r t h o f Texas , 

you b e l i e v e t h a t t h e C e n t r a l C o r r i d c r r o u t e i s 

comp?t i t i v e ? 

A Yes . Kansas C i t y , f o r example . 

Q What abou t Oklchcma? 

A W e l l , I h a v e n ' t r e a l l y s t u d i e d about wh' :^ . .t 

d i v i a c " . I mean H. c u s t c n , c b v i c u s l y n̂ - , and ""ansar- •'"i-y 

y e s . Put I ' m n o t .•cur^ whare t h e l i ' 

3 You d c n ' t knew w.--r c ' i v : ; i nc p c m t woul 1 

bo? 

» No. 

0 Now, you i n d i c a t e d b e f o r e thac -h<-> UP and the 

MP compete w i t h t h e S c u t n e r n P a c i f i c i n t ' " • - - a l 

C o r r i d o r . Do ycu h- , • h ̂  

w i l l have t c c o n t i n u e • . • . c o r r i d o r ro be i n 

- ~ t 1V e c o m p 1111V e -.̂  11 r i a t i v ->'' 

A "'y p^rrrsonal c p i r - i o n i c t h a t they would n e t . 

0 e y w o u 1 ''̂  'C t : 

A I would t h i n k n o . 

Q They w i l l handl t f f i c 

v i a t ne s o u t h e r n r o u t e ? 

A Well, He V • . ' •-. • - ' ^ ̂ - • -

/LDERSOr: riEPORTING COMPANY, INC. 

20 F ST.. N.W., WASHINGTON, D C. 200C1 (202) 628-9300 
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r e l a t i v e e f f i c i e n c i e s cf d i f f e r e n t ro'Jt.e5, and between 

nor the rn C a l i f o r n i a on the one hand and, l e t ' s say, a 

po in t l i k e Kansas C i ty on the other hand, our s t u d i e s 

would i n d i c a t e tha t a combined . a r. t i fe /Southern P a c i f i c 

route wculd be f u l l y c o m p e t i t i v e wi th our Cen t r a l 

C o r r i i o r r o u t e . 

Now, wnen you get up i n t o the Oregon t e r r i t o r y 

and come down over the old f o l c c L i n e , not the Southern 

P a c i f i c , then the Cent ra l Cor r ido r becomes a more 

e f f i c i e n t r o u t e . ^ ^ K ^ H P 

This i s at leas t a t h e ' > r e t i c a l cc nsid 3 r a t i c n . 

0 Did your study inc lud? cons ide ra t ions of 

t r a i i S i t t i i r e and cost? 

A Yes. P r i m a r i l y di.-^.tance, grade, r i s e and 

f a l l , the amount of f u e l t na t would be ccnsuiscd, thir.:,r. 

l i k e t h a t . 

f*S. PEED.,-, Thank you very much. That ' s a l l T 

have. 

KP. VINCENT rtAC KENZIEi Your Honcr, maj I a k 

a question? 

FY MP. VINCENT MAC KtNZIF* 

3 Mr. Kenefick, I am Vincent "a.-Ken-/. r the 

St-ite -of C a l i f o r n . . I woul ' '-Ve to =>.'•' " u a '-cuci-^ 

of questions. 

In "your • - -ment tc th 

ALDERSON REPORTING COMPANY. INC. 
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t h a t was mar'.ed as SFSP-C-110 t h a t Mr . Nelson ask^d you 

s e v e r a l q u e s t i o n s r e c a r d i n i , t h e r e was t h a t statemen*-

t h a t you r e f e r r e d t c on F:='-7e - -

A 18 . 

Q T h i s was aoO-112 where you s t a t e d t h a t you a r e 

t a k i n g p r e s e n t l y s t e p s w i t h o t h e r c a r r i e r s to a s su re 

t h a t s h i p p e r s w i l l h ave , t h a t t h e i r c o m p e - i t i v e 

i n t e r ? s t s w i l l be p r o t e c t e d . 

Can you i n f o r m '^-^mmissicn and the S t a t e o f 

C a l i f o r n i a whether or not t h e r e a re any s t e p s which y o u , 

i f tha a p p l i c a t i o n i s c r a n t e d w i t h SFSP, can tak<= to 

p r o t e c t s h i p p e r s ' c o m p t t i t i v e i n t e r e s t s ? 

A W e l l , I ' m no t su re T can answer t h a t ve ry 

w e l l . What I was r e f - r r i n q h ^ r e , i f I may, abe t 

t h i s t i m e , the S o u t h e r n P a c i f i c c l o s e d a • - '-ay - - I 

thin^c i t was a t Oade-.i. Or i t ' s t h e o t h e r way a rc ' ' . 

T'he Sou the rn F a c i d c c l o s e d our gateway a t Co l ton and we 

c l - ' ^ ' i t he -sa-ew;-. • a t - re t a l i a t i n , - • i t TCt 

t o a p o i n t we were : n a s i t u a t i o n wh-^re we h^''' a 

s h i p p e r on the U? a t o re . - t h e SI ^r. the o t h e r 

en ' : , and t h e r e ' s no way he ccu 1 d - • ' - ' ' • " -c 

p o i nt s . 

And we - j c t o a e t h t ; r w i t h th? !="'. : -c 

and s a i d t h i s i s r i d i r , • -h ' ' " ' 

wo r k a i eu . cpe: , < • • . 

AIDFRSON REPORTING COMPANY INC. 
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SO t h a t a s h i p p e r c o u l d a lways us'^ i t . 

"he q u e s t i o n as t o what m i q h t h;.ppen i n t he 

f u t u r a , I ' m j u s t n o t q u i t e s u r e . T h i s r e q u i r e s a 

c e r t a i n amount of n e g o t i a t i o n . 

3 Are t h e r e any s t ep s you a re t a k i n g w i t h e t h e r 

c a r r i e r s i n response t o the a n t i c i p a t e d g r a n t i n c o f an 

u n c o n d i t i o n e d SFSP a p p l i c a t i o n ? 

A Not t o my knowledge , s i r . 

Q Dc you expec t t he agreement t h a t you a l l u d e t o 

i n t h a t paragraph w i t h S? w i l l c o n t i n u e t i -he 

a p p l i c a t i o n i s g r an t ed w i t h o u t c o n d i t i o n s ? 

A I cannot s a y . I t h i n k « r . C r a i a might be a b l e 

t o help you a l i t - i t on t h a t -

3 Would you fcxcect the Southern P a c i f i c t - t-? 

c o o p g r a t i v e i n th-? f u t u r e i f t he a p p l i c a t i o n i s g r a n t e d 

w i t h o u t c o n d i t i o n s ? 

A Perhaps . 

Tha l a s t p a r t of * ^ * paragraph a l l u d e s to 

your w o r k i n g on s i m i l a r a r ram*^mer t s wit.n o t h e r 

c a r r i e r s . A g a i n , i s t h a t - -

E At • - i m e , as I r e c a l l , were t r y i - - -o 

work o u t some s i m i l a r a r r a n q e - w i t h the N o r f o l k 

S o u t h a r n . I ' ^ not aware t h a t we ever d i d g e t t^ a j c b 

t r a c k a g e r i g h t r are 

,1 ALDERSON REPORTING COMPANY, INC. 
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are g r a n t e d by the Commission as p a r t o f a d e c i s i c n i n 

t h i s c a s e , what ways can t h e UP p r e v e n t any p o s s i b l e 

downgrad ing o f any o f t h e SPT l i n e s i r or-'-er t h a t UP can 

m a i n t a i n v i a b l e c o m p e t i t i o n over t he l i n e s i f t r a c k a g e 

r i g h t s are c r a n t e d ? 

A T h i s c o u l d he a p r o b l e m , bu t I t h i n k we would 

have t o t r y t o work t h a t o u t as a p a r t of our o p e r a t i n g 

ag reenen t s t h a t we wou ld p ropose to e n t e r i n t o w i t h the 

S o u t h e r n P a c i f i c Santa Fe . 

a I s i t based m o s t l y on a " t i t f o r ta*:" 

s i t u a t i o n ? - ^ s , ycu do someth ing to -re, I can 

r e t s i l i a t e . 

A W e l l , t h a t works i f i t w o r k s , and Fome-: -"S i f 

he does " t i t , " and you h a v e n ' t got " t a t , " -h* n cu have 

a p r o b l e m . 

uB . VINCENT MAC K^VTyr . -^y-^rV. y o u . 

JUDGE HC i Thank y c u . Anythin'-r f u r t h e r , 

Mr. M i l l e r ? 
MP. CHARLES !*ILLPF; Ve havo no redirect.. Your 

Honcr. 

JUDGE HOPKI;iSi y o ' j . "'ou i r c y - . . ^ d , 

JUDGE Hf^''KIN 

f ^ n e f i c k ' s t ° - - - •'? 

( W i t n e s s e x c u s e d . ) 

You move the a d m i s s i o n c f Mi 

i 
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1 1 MP. CHARLES MILLFPj Sc moved. 

2 JUDGE HOPKINS: Any objection? I t w i l l be 

3 received i n evidence. 

4 What about ycur --

5 MR. NFL'̂ CNz I move SFSP-C-110, 109, and 108. 

6 MR. CHARLES MILLEPs Your H o n o r , as M r . Nelson 

7 a l l u d e d e a r l i e r , and so d i d Mr. K e n e f i c k , t h e r e was a 

8 cover memo t h a t went w i t h t he document t h a t ' s been 

9 marked as E x h i b i t 108. 

10 We have no o b j e c t i o n t o t h e a d m i s s i o n o f 10P, 

11 b u t w would l i k e tc have t h e cover memo a d m i t t e d as 

12 wr""!, r.c t h a t the c o n t e x t o f - -

13 JUDGE HOPKINS* I f ycu w i s h , you can s u h T i t i t 

14 a t a l a t e r d a t e . 

15 MP. CHARLES f I L L F F j We w i l l do so , and I j u s t 

16 want t c ' e s e r v e t h e r i g h t t o dc s o , and i n d i c a t e t h a t i t 

17 goes w i t h F x h i b i t 10P. 

18 JUDGE HOPKINS: Sur -^ ly . You ca-i put i t i n i s 

19 c . > of your e x . " i b i t s and . n d i c a t e c l e a r l y I t -,.3 

20 i n t en i ed f or . 

21 I-JR. ;EL3C^": ."Jo o I - Ion . 

22 JUDG" HOPKINS: Any f u r t h e r o b j e c » 

23 MP. CHARLES " I L L K P i Other than t h a t , we hav^ 

24 no o b j e c t i o n to the documc-nt. 

25 JUDGE HOPKINS; Y o u ' r e t a l k i " • out 110, ' 

ALDERSON REPORTING COMPANY, INC 
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an'^ 1 0 6 , because t h o s e ar^ the o n l y ones t h a t you asked 

M r . K s n e f i c k abou-? 

MR. NEL.^ON: T h a t ' s r i g h t . I d i d n ' t ask him 

about 111 and 112. And j u s t as a m a t t e r o f 

h o u s e k e e p i n g , I ' d l i k e t o move t h e a d m i s s i o n of 

SFSF-C-106, which happens t c be one o f t he pages ' r em 

t h i s 108 e x h i b i t . 

JUDGE HOPKINS: I know. Th^ t was he ld up the 

o the r day , as I remember. 

MR. SEL3C i -u t j u s t so t h a t t h e r e c o r d i s 

c l e a r when t h e y ' r e - . a l k i n r abou t 106. 

JUDGt HOP-HIN"^: Tha- was h e l d up t he o t h e r 

l a y , as I remamber. 

HR . NELSON': T h a t ' s c o r r e c t . 

JUDGE H0F<'IN'S: vo o b j e c t i o n , i s there? 

MR. CHARL-:S ?'ILLFR; I t was he ld up t he e t h e r 

d a y , f o u r Honor , '-erause que.'-^tions were asked o f a 

witn^.ss who was u n a d e to s u p p l y t h e i n f o r m a t i o n c c m g 

-J th^ f o u n d a t i o n f o r the d o c u - e n t . Sc we wculd r o c - v - ^ 

the r i g h t t o "upplr^ment - .>ccrd t o supp ly - - sv^ r 

t o those q u e s t i o n s . 

B u t , o t h e r than - h a t , we have no o b - ' t c t i e n . 

JUDGE HOPKTNSi You have the r i g h t t o submi t 

t h a t , so E x h i d t 106, 108, 1 0 ° , and 110 w i l l t e r e c e i v e d 

i n ev i d e n c e . ) 
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(The documents r e f e r r e d t o , 

p r e v i o u s l y marked E x h i b i t s 

SFSP-C-106, 108 , 109, and 

110 f o r i d e n t i f i c a t i o n , were 

r e c e i v e d i n e v i d e n c e . ) 

JUDGE HOPKINS: Who w i l l be the nex t w i tnes s? 

KR. CHAFLES MILLER: Mr . Roach w i l l b r i n e up 

the n e x t w i t n e s s . 

MR. POACH: Your Honcr , t h e n e x t w i t n e s s i s 

Gecrge C r a i g . 

Wh •^'reu pon , 

was c a l l e d as a w i t n e s s by c o u n s e l f o r Union P a c i f i c -

" i s s o u r i P a c i f i c a n d , ha^ ' ing f i r s t been d u l y sworn ty 

th '^ A d m i n i s t r a t i v e Law Judge , was examined and t e s t i f i e d 

as f o l l o w s * 

DIRECT EyAMINATIOV 

RY . r̂ C ACHJ 

C Woul-', you s t a t e your f u l l name, p lease? 

JUDGE HOPKIN"^; "xcuse me one minut«^, 

Poach. ? - r e c c - I , ' . . • i s o n , a re ycu w i t h d r a w i n g 

1 1 1 a n d 1 1 2 , o - w h a t ? 

I-.R . NELS"'K; I t::ink I may have one or two 

questions of "r . C .:aio on those. 

JUDG. KIKS: A l l r.^'qht. We w i l . 
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them l a t e r . 

Go ahead, Mr. Roach; I'm s o r r y . 

HR. POACH: Thank y c u . Your Honor. 

31 M̂  . POACH: (Pesuming) 

3 Could ycu s t a t e your name, please? 

A George A. C r a i g . 

3 And what i s your p o s i t i o n ? 

A Senior V i c e P r e s i d e n t , M a r k e t i n g £. S a l e s , 

Union P a c i f i c System. 

3 I put b e f o r e you, s i r , a v e r i f i e d s t a t e m e n t , 

17 pagr;s i n l e n g t h , b e a r i n g a v e r i f i c a t i o n signed cn 

Avirust 29, 19SU. " ' ci t ycur v e r i f i e d a-L a t ' ir. 

t h i s proceedine? 

A I t i s . 

3 Do you have any c o r r e c t i o n s t h a t you wisn to 

make t e 11? 

A No. 

3 I s i t t r u e and c o r r e c t , t o t h e h' •- -̂ '̂f ycur 

knowladge and b e l i e f ? 

A I t i s . 

MS. POACH: Tĥ a wi tn '^ss i s a v a i l a b l e f o r 

r r c s s - e x a Hi n a t i o n . 

CROSS EXAMINATION 

FY . \ t ISCK; 

3 Does the Union ' -c exac t • 
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on soda ash t r a f f i c t h a t o r i g i n a t e s a- '^r'^-en R i v e r , 

W yomin g? 

A Ue d o n ' t t h i n k s o . 

3 Pardon? 

A 

.'.^^liiliiiiii^^iii^ 

We d o n ' t t h i n k s o . 

W e l l , t h e r e i s t r u c k c o m p e t i t i o n f rom t h e r e . 

Are t h e r e any o t h e r c o n s t r a i n t s on your soda 

C Now, UP i s t h e o n l y r a i l r o a d which s e rves soda 

ash d e p o s i t s a'L Grp<=>p "^ ivorv i s n ' t t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

3 What p r e v e n t s you f rom c h a r g i n g mcnopoly 

p r i c e s ? 

A 

2 

ash moves? 

A Well, we have t o be concerned about the mar<-?t 

competition cf our soda ash with o r i g i n p o i n t s i n 

C a l i f o r n i a an i in New York. 

3 Now, soda ash moves lonn haul, g e n e r a l l y , 

, ' t i t ? And i t ' s a bulk commodity? 

A Yes. 

C So from t h a t , I -ake i t you would agr^e, as a 

r r i n c i r l e , t h a t there -̂ ay be circumstances which 

constain r a i l r a t e s to and from e x c l u d vel y-s^ r v^d 

poi n t s . 

A Yes. 

Q And i f t h a t i s t r u e as a T.atter o f p r i n c . . . 

ALDERSON REPORTING COMPANY. INC. 
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1 i t c o j I d a l s o a p p l y t o some e x t e n t t o common Santa Fe 

2 Sou thern P a c i f i c p o i n t s t o d a y , c o u l d i t n o t ? 

3 A There i s some c o n s t r a i n t . 

4 3 Tf y c ' . r t r a c k a g e r i g h t s were g r a n t e d , and you 

5 were s e r v i n g these common p o i n t s , you would be a b l e to 

6 impact t r a f f i c , wculd you n o t , as t o which t h e r e miy b.-> 

7 source c c m p e t i t i o n or i n t e r m o d a l c o m p e t i t i o n s i m i l a r t o 

8 your soda ash movements; i s t h a t c o r r e c t ? 

9 A I ' m no t su re I see the c o r r e l a t i o n o f us 

10 s e r v i n g a common o o i n t w i t h our marke t a c t i v i t y on scda 

11 a s h . 

12 Q You want to serve the common po i n t to make 

13 sure t h a t there i s competiticn at a former SFSF common 

14 po i n t . 

15 A T h a t ' s c o r r e c t . 

16 3 I am s u g g e s t i n g , '^r. C r a i g , t h a t a t such a 

17 common p c i n t , t h e r e may be te^ay as t o a c e r t a i n 

18 s c m m o i i t y , s u f f i c i e n t i n t e r m o d a l c o m p e t i t i o n or source 

19 c o m p e t i t i o n t o p r o v i d e a c e r s t r a i n t on r a t e s and ' - e r v i c e 

20 w i t h o u t regard to whether Union P a c i f i c t - a c k a g e r i g h t s 

21 wv>re 7 ran ted or not . 

22 A I f you have someth ing s p e c i f i c , I t h i n k .-raybe 

7.3 I t would h e l p e v e r y b o d y . What s p e c i f i c oommod i ty , what 

24 [rr,rw.-j* area ar-= you t a l k i n g abcut? 

,5 X am j u s t t r y i n g to apply the p r i n c i p l e . 
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A Y-s, there shculu be some. Yes. 

Q I f your trackage r i g h t s were imposed, you 

would be able and would seek, would you n o t , to handle, 

i f p ossible, any and a l l commodities a v a i l a b l e at the 

common point? 

A Yes. iB'^i^i^^^iiiMl 

3 Whether or not T ^ ^ w e r e subject to intense 

i n t e r n o d a l competition or severe source c o m p e t i t i o n ; i s 

tha t '.-orrect? 

A Yes. 

0 I s i t import your mind, from tne 

econoBic standpoint w i t h ycur trackage r i g h t s , t h a t you 

would be able t o s o l i c i t and handle any and a l l 

commolities ? 

A Yes. 

Q And m y and a l l l e n g t h o f h a u l t h a t migh t be 

i n v c l / cd? 

A Y e s . 

Q Wi th r e s p e c t to your common p o i n t d i s c u s . - i o n , 

I hava a cues*-ion about Dow C h e m i ' - t l . That i s s - r v e d 

e x c l u s i v e l y by > i E s c u i i P a c i f i c a- -.^por-, Texas , i s 

i t not? 

A T h a t ' s c o r r e c t . 

0 Dow does have op-^ra t ions i n o t h e r p a r t s o f t h e 

c o u n t r y , d o e s n ' t i t ? 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W . WASHINGTON, D.C. 20001 (202) 628-9300 
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1 A Y e s . 

2 3 And r e a l l y ships commodities a l l over the 

3 United States? 

^ A Yes. 

5 3 Ycu d o n ' t regard Dow as being at Union 

6 P a c i f i c ' s mercy a t F reepor t , do you, wi th re pec* tc 

7 t r a f f i c moving f r o n Freeport to S t . Louis? 

8 Let me witl idraw *• hat . 

9 A Thank you. 

10 3 Are the re also cons*-aints on your a b i l i t y to 

11 exact monopoly p r o f i t s from Dow at Freeport? 

12 % You mentioned a good market t he r e . L e t ' s t a l k 

13 about Freeport to St . L o u i s . Probably t5 percent cf 

14 Dow'3 p roduc t ion .nove^ by wate r . Tc, yes, in t r ^ • 

15 p a r t i c u l a r ins tance we do, i n f a c t , have coinpet i t ion 

16 t h a t would j o n s t r a i n tne mark^ ' - im a c t i v i t y . 

17 3 vher-a does the preponderance of Dallas 

18 '-'Utjound t r a f f i c terminat-^? Where does i •. go fr '-r" 

19 F - f ^ e p o r t ? 

20 A A l o t of i t goes to *'idland, Michigan. A l o t 

21 ot i t goes to us the Nortt ir.d i n the 

22 Southeast. An'" t h ^ r e i s a s u b s t a n t i a l amount t h i ' 

23 • ' • f o r n i a . 

24 2 What perrentage would you cay ' 

25 A ' don • t know . 

ALDERSON RtPORTING COMPANY, INC. 

10 F ST., N.W.. V. ASHINGTON, D C. 20001 (202) 628-9300 



1 

2 

3 

4 

S 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 

8050 

3 I ' d I l k a to ask a c o u p l e of ou^'-^-ions abcu t 

y o u r non-common r- ' i n t s d i s c u s s i o n which swar t - ; a b o u t 

page ox your s t a t e m e n t , Mr . C- . a ig . 

I t h i n k your t h e s i s he re , as I t a k e i t , i o 

t h a t t h e p r e s s u r e o f a nearby r a i l ' - c ? d may p r o v i d e 

c o m p e t i t i o n because the s h i p p e r can t iruck h i s goods to 

t h e c l o s e s t s t a t i o n . I s t h a t c o r r e c t ? 

A Yes. T h a t ' s f rom v e r i f i e d s t a t e m e n t s f r c m 

s h i p p e r s i n the San Joaqu in V a l l e y who are t e s t i f y i n g 

t h a t ' s e x a c t l y what they d o . 

3 W e l l , what s o r t o f d i s t a n c e s do you have i n 

mind here? What i s c l o s e enough t o b'f a c o m p e t i t i v e 

r a i I r o ad? 

A T t h i n k every c o m m c d i t y , v • Y movement i s 

go ing t o have t o be ana..yzfed and stand on i t s own . Me 

have t e s t i m o n y i n her& wh?re produce p'vople have 

d e l i b e r a t e l y put f f a c i l i t i e s cn both the SP and t h e '"an-a 

Fo- And when one of them g e t s ou+- of hand w i t h r r i c i n g 

or the s e r v i c ? i . l s , or t h e equipment ' s not a v a i l a b l e , 

he w i l l t r a c k t o x-he o t h e r one . 

Th î - m i n a t i o n ••-very sh i pp.-- -o 

iBak=; f o r h i m s e l f , t ' ve ry movement. I t ' s a w f u l hard to 

gener- ' ' - ' » what • *• ' - i n . ; d i s t a n c e can be ' " 

ecenoTi ic . I ce- ' j e c o t t says ne can t r ' ' 

t o kfc . , , • ri7.ona f a c i 

ALDERSON REPORTING CCMPANY, INC. 
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1 3 Tha t ' s the example ycu g ive on paqe 6 of your 

2 s ta tement; from Hayden, Arizona and sh ipp ing 108 miles 

3 to tha Santa Fe, and the cooimodity the re i s copper. 

* A Tes. 

5 a In t h a t example, the copper was unloaded from 

8 the t r u c k s i n t o boxcars f o r f o r w a r d i n g , was i t not? 

7 A I d o n ' t know. 

8 3 Did such a movement ever occur? 

9 A I don ' t know tha t e i t h e r . " r . M e l v i l l e ' s 

0̂ s t a t ? n 9 n t , I t h i n k , should be s e l f - e x p l a n a t o r y . 

11 iovement doesn ' t have to occur to exe r t some d i s c i p l i n e 

12 on a se rv ing c a r r i e r . I t s presence sometimes i s 

13 h - l p f u l . 

14 3 Do you suppose tha t the v i c i n i t y , the 

lb p r o x i n i t y f o r commodities moving b'; t r a i l e r from o r i g i n 

16 ro d e s t i n a t i o n , l e t ' s say o f f r e s h f r u i t s and 

17 vegetables , t ha t t he re would be a wider reach than there 

18 would t f o r copper ' l l y ? 

19 A I missed som t h i n g i n your q u e s t i o n . 

20 3 Let me rephrase i t . That was gu i t e awkward. 

21 Don't you t h i n k tha t the co{ p r example, the 

22 108 m i l e copper example, if" you took another coir. .nodi ty , 

23 you'vs i n d i c a t e d t h a t i t ' s goinc to v^ry ^-n-^ commodity 

24 to commodity, and I was j u s t p o s i t i n g a moveme' t 

25 we've put in a t r u c k t r a i l e r and t rucked to anc 

ALtfRSON REPORTING COMPANY INC. 

20 F ST., N.W., W/.SHINGTON, D.C. 20001 (202) 628-9300 
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1 r a i l r o a d , and then moved beyond i n the t r a i l e r . 

2 Would you t h i n k t h a t would be l i k e l y t o exert 

3 c o m p e t i t i v e pressure from a longer d i s tance than the 

4 Kennecott example? 

5 A I ' m s o r r y ; I ' m s t i l l miss ing something. 

6 3 Would i t be more economical , l i k e l y to L̂e more 

7 ecomom i c a l t o t ruck something i n a t r a i l e r , more 

8 l i g h t - l o a d e d i n a t r a i l e r , and aove i t on the r a i l r o a d 

9 i n the t r a i l e r to d e s t i n a t i o n from a f a r t h e r distance? 

10 A Tes. Tes, I would t h i n k so. Again , though, I 

11 t h ink we have to be c a r e f u l - D i f f e r e n t products moving 

12 between d i f f e r e n t markers can accepu au. t i o n a l 

13 t r a n s p o r t a t i o n costs and o the r s cannot . 

14 I don' t be l ieve you ' r e going to be able to 

15 ship much produce 109 m i l - s , t r u c k produce 109 m i l e s , 

16 and then have the s-'bsequent movein.nt go out 500, 600, 

17 800 m i l e s . 

18 I think the economic? would m i t i g a t e against 

19 t h a t . 

20 Q I'd l i k e to t a l k about the new shipper 

21 l o c a t i o n discussion t h a t begins on paae 9 cf /our 

22 '.estimony. In t h i s regard, could you i d e n t i f y Upland 

23 I n d u s t r i e s f o r the record? 

24 A Upland i s a re a l estate s u b s i d i a r y of the 

25 Union P a c i f i c Corporation. 
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1 3 Tour 1983 Annua l Report w h i - h i s i n UP/MP 12 

2 says t h a - Upland has a m i l l i o n acres o f s u r f a c e l a n d and 

3 mana.jes over 50 i n d u s t r i a l p a r t s and d i s t r i c t s i n t h e 

4 West . Dees t h a t sound about r i g h t ? 

5 A I ' l l t a k e i t as your word i f i t ' s i n t h e 

8 book . 

7 Q New, UP's acreage i n C a l i f o r n i a was enhanced 

8 s u b s t i n t i a l l y when i t a c q u i r e d the We3t«=;rn P a c i f i c , 

9 w a s n ' t i t ? 

10 A What k i n d of acreage? 

11 3 I n d u s t r i a l l a n d . 

12 A I d o n ' t know wnat yon mo?>n hv n t i a 1 . " 

13 I am a c t aware of any r e a l l y m a j o r i n d u . ^ t r i a l 

14 devel-opnen- t h a t w have i n tho WP. The W? d i e : o^ 

15 a l o t o f prop'-:>rtY. 

16 3 I n any e v e n t , i lp land does ha-/e prime, acreage 

17 - - j ' m t a k i n g the phrase f r c n your .»nnual , •— 

18 t h e Bay Area and i n C e n t r a l C a l i f o r n i a . 

19 Would you suppose i n a r o s t m ^ r g e r env , 

20 l e t ' s say t h ^ r e w e r e n ' t any t r a c k a g e - i g h t s ' - ' ranted f r r 

21 t h ^ p u r r c s - - ' £ c'i t h i s d i s c u s s i o n , t h a t f i r x ^.ha- --/arts 

22 t o loca*-e i n c - an t r a l C a l i f o r n i a i s goi- .q t c I c c ' 

23 p lac?3 l i k - ^ S t o c k t o n and T u r l o c , as . . . l e t ' s say , 

24 B a k e r s f i e l d and Fresno which would be e x c l u s i v e l y se rved 

25 by th > SF s rge r? "he-y would l i k e l y shOT 
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f o r t a e i r - -

A Depending on w.-a*- his product was and h i s 

market was; y^s. 

0 Well, as a r of f a c t , i f the shippers 

were so concerned about ing e x c l u s i v e l y served by ona 

r a i l r o a d , wouldn't the merger a c t u a l l y enhanc--- Upland's 

'A b i l i t y to market i n d u s t r i a l r e a l e s t a t e at j o i n t l y 

served points such as Stockton anc Turloc? 

A H i t me on,̂  mere t i i i - r with t h a t . 

3 I f ycur t h e s i s i s cor r e c t t h a t shippers dcn't 

want t o be served, they would avoid l i k e the plague 

^ ^ - i r i . b y . s i n g l e r a i l r T i d --

A I'd say they would p r e f e r j o i n t s e r v i c e ; yes. 

Q *̂o they woul ' rr-'fer Union P a c i f i c j o i n t 

l o c a t i c n r e a l estate t c Sou-h^rn P a c i f i c ^anta Fe real 

estate? 

A The' would prefer Scuthern P a c i f i c Santa Ee 

property i f i t was at a co-• d n t with the "nion 

P a c i f i c . And u n f o r t u n a t e l ' a i i f u L nia , curs 

common point with the Southern P a c i f i c or the Santa 

^ At page 9 of you: statement, Mr. 

•he statement t h a t 'nion P a c i f i c , i n the f i r s t f u l l 

here, "UP w i l l not '̂e able to compete without 

:o r i c r ' are i ^ f c ^ î ov> 
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C a l i f o r n i a , Tsxas, Lou is iana , and much of the Southeast 

^^I^Btofc My ques t ion i s , what part of the Southeast 

m i 
c o u l i you c o m p = t L ' i v e l y s rve wi thou t 

A The nor the rn p a r t , the Kantuckys and the 

Tennessee - - we can compete in t ha t area. V i r g i n i a . 

3 V i r g i n i a . i o r t h Carolina? 

A You begin to scratch a l i t t l e b i t i n some cf 

thos3. We haven't, drawn a l i n e a t any place t h a t bays 

herxC we can c c p a t e and here we cannot . 

G e n e r a l l y , when you get i n t o the Georgia, 

Alabama area, and c e r t a i n l y , ycu know, M i s s i s s i p p i , 

L o u i s i ana. That compet i t ion woi -5 V I ; mp h i s 

G a t ew a y , would i t ? 

A Yes. 

3 I ' d l i k e to ask j u s t a couple of quest ions 

about tne TOFC discuss^ -.-.- in your t e s t imony . And f c r 

t h i t ourpose, * r . M i l l e r , I would l i k e to r e f e r to t h i s 

1981 Annual F'^.or- which i s SrSP-C-11l. 

Tf you could tu'-n ever to page , i c i s net 

very ' ' , because ray ccpy ' • '-"-'d 

A I don • t see a ny r. . 

me wai t i t s t a r t s wi th? 

The numbers ar-- iown i" rn^-

^ e 11 , m 1 r e 1 o u t . C /<. ;i y , 

ALDERSON REPORTING COMPANY INC. 
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I ' v e g o t i t . 

Q We have a page w i t h a pho tograph on i t . W e l l , 

assuming we have oage , M r . C r a i g , and we w i l l f i n d o u t 

f a i r l y s h o r t l y . I n the t h i r d column t h e r e , t he f i r s t 

f u l l p a r a g r a p h r e f e r s to TOFC bus5nes" of t h e Union 

P a c i f i c , and t h e passage s t a r t s o u t : "To r e c a p t u r e 

b u s i n e s s f r o m t r u c k s , t he r a i l r o a d o f f e r e d new p r i c i n g 

programs and l aunched an i n n o v a t i v e , c o a . s t - t o - c c a s t 

p iggyback o p e r a t i o n d u r i n g the year w i t h American 

P r c s i l e n t L i n e s , Transway , and Chicago L N o r t h 

W o s te r n . " 

That i s a.i a c c u r a t e s t a t ' - a l t h o - i c b yon 

were n e t on t h • Union P a c i f i c a t t h a t t i m e . 

A T h a t ' s c o r r e c t . 

3 Are you f a m i l i a r w i t h t h i s s e r v i c e ? 

A Yes , I am. 

3 " And i t i s c o r r e c t l y d e s c r i b e d herr-? 

A Yes. 

0 I t i s a f a c t t h a t ' ' rFC was d e r e g u l a t e d , Mr . 

C r a i g , hef-ause i t was v iewed t o be i n d i r e c t com! ' ^ t i t i o n 

w i t h v ^ry e f f e c t i v e motor c a r r i e r s ? And I j u s t quoted 

•"rom M r . K e n e f i c k ' s s r a e c i b e f o r e you answer the 

q u e s t i o n . 1 c c u l d r e f e r you t c t h a - . Put i s n ' t i t 

c o r r e c t , t h a t was t h e ba s i c r easor • 

t h - p resence o v - r y • ^ f f e - ' - i v ^ motor c a r r : 

ALDERSON REPORTING COMPANY, INC. 
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A I d o n ' t know. I w i l l t a k e ycur word f o r i t . 

Q Near the top of page 7 , you s t a t e t h a t TCFC 

a l l o w s r a i l r o a d s t o raach o u t w i t h i n l i m i t s t o s h i p p e r s 

i n a w i d e r a r e a . T h a t ' s back cn page 7 . Ycu migh t want 

t o t ake a g l ance a t t h a t . 

My o u e s t i c n i s , what s o r t o f l i m i t s do ycu 

have i n mind i n terms o f d i s t a n c e ? And he re a o a i n , you 

r u n i n t o t h e same problem we were t a l k i n g about e a r l i e r , 

t h e i s n o t h o f h a u l ; you know, c r i g i n / d e s t i n a t i c n has 

some th ing t o do w i t h i t . We f i g u r ? t h a t i n the v a l l e y 

down t n e r e , m i l e ; t o CO - n ' be 

a b l e t o absorb the d r a y a g e . 

A l e t would depend on w ^ ^ t che I r a y a c e cha rges 

a r e . Drayage charges i n c e r t a i n p a r t s of the c o u n t r y 

are s u b s t a n t i a l l y h i g h e r t h a n t hey are i n o t h e r p a r t s , 

so t h e r e f o r e you can reach c u t . ?ut 50 m i l e s a e t s t c be 

q u i ta a nays or. an averag-^. 

And we l o o k a t t h a t as k i n d c* a b a l l r a r ' " . 

Q A g a i n , you a re n o t g e n e r a l i z i n g . You sa" 

ycu'v=> i n d i c a t e d b e f o r e you c a n ' t ge: i z e about th=>se 

t h i n a s . You have t o l o o k a t them ca 

A Put I say on an average i n .»ur company, we 

l o o k 3 t 50 m i l e s as abcu t t he c u t e r l . ^ - i * . 

3. Al though f o r tne v i c i n i t y c c m p e t i t i o n t h a t w-

ALDERSON REPORTING C0M!» kHY, INC. 
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t a l k e d about e a r l i e r , we had ICS m i l e — 

A I t ' s r e a l s i a c l e . the I c c a l c a r r i e r runs 

h i s p r i c e s up so t h a t t hey are e x o r b i t a n t , then t h e 

h i g h e r he r u n s ,-.is p r i c e , the f u r t h e r t h a t f e l l o w can 

t r u c k i t . I t g e t s t o be n o t h i n g bu t markei- d i c t a t i o n 

»ft<='r a w h i l e t o o e t t h e p r i c e up t h e r e , and the f a l l o w 

can t r u c k i t 300 m i l e s . 

Q You c i t e on page 0 , N a t i o n a l Piacyback s u p p o r t 

f o r y o u r t r a c k a g e r i g h t p r o p o s a l . N a t i o n a l P iggyback i s 

a m a j o r TOFC s h i p p e r , i s n ' t i t ? 

A Yes , i t i s . 

3 Does i t ' . h i p i n o t h e r c o r n - ' ' ' • ' ' c ^ as 

C h i c a g o , Los A n g e l e s , the Pay Area , and Houston? 

A Yes , i t d o e s . 

3 T h a t ' s f a i r l y co-^mon f o r the c a j o r t h i r d p a r t y 

TOFC s h i p p e r s , i s n ' t i t , t o s h i p on i a i r l y e x t e n s i v e 

bas i s i n many c o r r i d o r s ? 

A Y ' - r . 

3 I have a c o u p i e c f q u e s t i o n s on how c a r e f u l l y 

drawn your t r a c k a g e r i g h t s a p p l i c a t i o n s have been. Now, 

your b a s i c orgument here i . - t h a t you'r-a s e e k i n g t r . - ckaco 

r i a h t s t h a t ar^ o n l y des igned -o .-nsure the r e t e n t i o n o f 

c c m p e t i t i o n . ' I ' ha t ' s c o r r e c t , i s n ' t i - ? 

A Yes, s i r . 
3 And any advantage or enhancement to thv Union 

* LDERSOM REPORTING COMPANY, INC. 
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P a c i f i c system would 3 u s t be a f a l l o u t or a b y p r o d u c t o f 

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

A S u b s t a n t i a l l y . 

3 T would l i k e you t o t u r n t o t h s f o o t n o t e a t 

the be -vcm c f page 1u c f y c u r s t a t e m e n t . I n t h a t 

f o o t n o t e , you say t h a t the r i g h t s t h a t you seek between 

SacraTiento and Oakland would i m p r o v e t h e c c m p e t i t i v e n e s s 

o f / o u r C e n t r a l C o r r i d c r r o u t e by r e d u c i n g i t by abcut 

45 m i l e s . Do you see t h a t ? 

A Y e s . 

3 Am I c o r r e c t t h a t you want t>-ese r i g h t s t o 

se rve Richmond and t h e M a r t i n e z - A n t i c c h acea? 

A Yes. 

3 I ' d l i k a t o have counse l r e f e r you t o a map 

which appears i n DF/MP-11 . And i t ' s a map c f 

C a l i f o r n i a , and i f y o u r s i s f o l d e d the same wa> mine 1 , 

you w o n ' t have t o un'^old i t . 

Mr . ' ' r a i g , you h-.ve t h i s mar i n f r c n t o f you. 

Does i t show between Stock ten and A n t i c c h a red l i n e 

which i s a l i n e of the -rn P a c i f i c PaiZroad? 

A Yes. Oh, excuse me; between what? 

'7 Between S tcckvon and A n t i o c h . 

A That t h e r e ' s a l i n e o f what r a i l r o a d ? 

0 T h e r e ' s a r ed l i n e between "^tockton and 

A n t i o c h . 
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0 Which i s a l-^ne cf -he Western P a c i f i c 

p.^ilcoad ? ^w^^te^ 

A They have trackage r i g h t s . 

3 I s t h a t a trackage r i g h t s l i n e over the Santa 

Fe? 

A Yes, s i r . 

3 How about the l i t t l s l i n e t h a t gets almcst to 

M . i r t i n e7? 

A Yes. We have trackage r igh*s over the SP and 

get down to — I guess i t used to be the Sacramento 

Nor tbe rn , wi th trackag- down m tha t par t cf the 

countr y . 

3 Mow, i t would be poss ible to tnen a 

your o b j e c t i v e of servina the " a r t i n e z - A n t i o c h area . Ac 

a matter of f a c t , d o i i ' t you serve the ar t inez-A n t ioch 

area today? 

A No. We do not serve Martinerr and Antioch 

t o d ay . 

0 You io not? 

A They are served by " • ju the rn P a c i f i c and 

the Sa nta Fe. 

0 But you do have trackage r i g h t s which puts you 

i l l tha t v i c i n i t y ? 

A We have -.rackage c igh-s to ' * ' ' ' • >"e 
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can't even serve East P i t t s b u r g h . 

0 But you already have trackage r i g h t s between 

Antioch and Stockton; i s t h a t corr-^ct? Do I understand 

you c o r r e c t l y ? 

A Between P i t t s b u r g h and Stockton. 

Q Okay. Where i s P i t t s b u r g h on t h i s map? 

A Well, i t ' s not on your map. 

3 I don't want to dra: t h i s ont too lone. 

A Well, we have a system map here. M i l t , and 

mayb-̂ ' iv w i l l show exactly what ours i s . 

n This red l i n e mioht Le a mis-ake, bu- i - Icoks 

fntioch. 

A T h i s i s a t r a c k a g e r i g h t s l i n e , b u t we dc net 

have t h e r i -̂n*: to •. >-rve A n t i o c h . 

C Put ycu c c u l d a r c c m p l i s h t h e o b j e c t i v e o f 

s e r v i n g Richmond, M a r t i n e - / , and A n t i o c h u t i l i z i n g t h a t 

p a r t i c u l a r t r . • ; i a h t , an. -r.q 

i c h i o r . d , c o u l ' ' yon TC r? 

A Yes , i f t h ' - - no- n ^ i r g to abandon 

i t , W5 c o u l • '"'e have a l r ' - ady h»^on n o t i f i e d t h a t they 

a r -10 i n g t o ' . - ^ o n t li e r a i 1 r c i ' , i ^ w» -ire o u t . 

Q You c o u l d : e r ve R i c h i r c n d , 'nd 

A n t i o s l i v ia t h a t r o u t ? i f i t 
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are at Pert Chicago over t c Pxchmord. 'Je have already 

been l o t i f i - j d tha t the r a i l r o a going to be abandoned 

on which we have trackag<=> r i g h t s on the Santa Fe. 

3 Between Antioch and ' " tock ton . 

A Between F i t t s i - . . rgh and S tock tcn . 

3 Okay. This i s s u f f i c i e n t l y c l a r i f i e d f c r me. 

I f you u t i l i z e d t h a t r o u t e , , C r a i g , of course , i t 

wouldn ' t shorten your Oakland Cen t ra l Cor r ido r rou te t y 

£•5 mil ' - - . s . 

A No, i t wcv-ld no t . 

Z Mr. ' "ca ig , I wonder i ^ you could j u s t f i a n c e 

f c r a moment at SFS?-C'-112. "h i s i s -n oycerpt c* a 

couple of a r t i c l e s taken out of InfoNewf . "h • • • 

Unicn P a c i f i c '.nd « i : c o u r i P a c i f i c Rai l road 'non<-)ily 

•.̂  ' - i ne, i - : i - not? 

A Yes. 

3 I d o n ' - r k n o w l f / c u h a v e t h i s : 

no - , hut i f you loo-, i t l - . t a- t i d e , i t ' s en- . ! 

Competing in a ' . . . " A you ' ' ^ 

us wh "ther t h . d e l e cor 

market or coT.petit i v. • '• • • - •'' 

A I haven' t read tue * ' ; " *' t « l l 

you; 1 'm s o r r y . 

Q And wculd -h'-- s;;". * • I T -

respect to the sec' 
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T r a f f i c : A B r i g h t Spot"? You haven ' t read -. '"i t one 

e i t h e r ? 

A I 'm a f r a i d n o t . 

Q I would ;us t l i k e to read to you one sentence 

out Df i t which I f i n d very i n t e r e s t i n g , and ask ycu i f 

i t sounds about rich'*-. 

" I f Unicn P a c i f i c ' s chemical t r a f f i c alcne was 

compared to t h ^ business r e s u l t s c *̂  - Fortune 500 

companies, i t would ne ranked aicng the top 300 

businasses i n the c o u n t r y . " 

Does t h a t sound abcut r i g h t tc you? 

A I don ' t know what the top numh?r would ''̂ e . 

Our chemical business crosses | 700 -p lus m i l l i o n 

a n n ui 11 y . 

3 W e l l , a- th-^ top i t says "C 1 t r a f f i c 

means near ly f i b i l l i o n a n n u a l l y , " so I guess t ha t i s m 

the ba 11 park . 

A I t h i n k t h e r e ' s a l i t t l e peptic n 

t h a t a r t i c l e in i o l l i r number. 

: " " ^ ^ - - i ^ ' y o u . 

T w • 1 to 1 sk ju.st a ' of c 'ns 

abcut -he - products ; discussion 

which begins at p>ice 10 of your v e r i i . ' - i s t a t - - • . " r . 

Do . 
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about the middle o ' the page. Amono the more impor tan t 

types of t r a f f i c , yen mentioned chemicals , hazardous 

m a t e r i a l s , automobiles atid overs ized l o t d s . 

Sow, oversized l o i d s d o n ' t account f o r much 

percentagewise of t r a f f i c moving i n the Southern 

C o r r i d o r , do they? 

A No. 

3 Hazardous m a t e r i a l s are usua l ly chemicals tha t 

are produced î y the f i r m s t ha t produce the ether 

chemical products* i s n ' t t h a t co r r ec t ? 

A • Y e s . 

0 O u t f i t s l i k e Dow and Union Carbide . And we 

know who ships the au tomobi les . 

I n your experience <-s a t r a f f i c o f f i c e r , have 

you ?ver heard or used the term " . l a t i o n a l acco in - -*" ' 

A Y e s . 

Q And f i ' - - . . -.e Dow, Unicn C^rMde, ("eneral 

Motors, U.S. S t e e l would q u a l i f y a? nati o n V ' •rcounts"' 

A Yes. 

3 "^r.e--^ n a t i o n a l accounts move t r a f f i c a t high 

vclumes throughou- - " r i t e d Ŝ  a g e n e r c l l y , i r n ' 

t h. a t t r ue ̂  

A ^es. 

Q You described the market f o r th>= 

t r a ns D o r ta - i on cf fro' : .h ' ' r . ; i t?- .'.n ' •.•.;>.• 
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c r i t i c a l marke t at t he bo t tom o f page 11 o f your 

s t a t a n o n t , an \ you s t a t e over on page 12 t h a t t h i s 

e n t i r a c r i t i c c . 1 market i n r e c e n t yea rs has been 

d o n i n i t e d by m • ' tor c a r r i e r s . 

Do yo ' i see t h a t i n t h e second l i . i e ? 

A Yes . 

3 In p o i n t of f a r t , the motor c a r r i e r s s t i l l 

domina te t h a t c r i t i c a l mar'\'^-, do they no t? 

A Yes, but we are making i n r o a d s t h e r e . 

3 I n Mr . K e n e f i c k ' s speech which i s S F S P - C - i r j , 

he sugges t s t h a t t he r a i l shar«-- o t t h a t market has gene 

f r o m i n t e 15 p e r c e n t . "'o<-'S t h a t sound about riah*-? He 

i s speak ing i i March o f 19Bu. 

A Yes . C e r t a i n d e s t i n a t i o n s . M i l t , , ar; 

h e a v i l y r a i l - c r i a n t e d . When you ge t beyond Chica7-- , . - - t 

up i n t o the N c r t h e a s t , you ^et up i n t o e a s t e r n Canada, 

thesa are heavy r a i l mevemerts . 

The t r u c k movements t end t o be t h e s h o r t e r 

d i s t a n c e i = , th . ; i r - ' t e p l a c e s , t h e s t o p - o f f s . 

Trucks are e.x"-em?ly c o m p e t i t i v e betwf en . : 

Chicago as an example , but i n t c v-%w Fngland and e; 

C a n a l i and the nor - hea .stern . ^ ta tes , w^ ar more 

c o . m p e t i t i v e a l l th«- t i m e . 

3 You i n d i c a t e at c h i c a a o , t h a t t he 

.-ng i n C h i c a g o . 
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A Yes. 

3 Do you s t i l l run tha Salad Bowl Express? 

A I f we do, I ' m not aware of i t . 

3 That was be fo re your t ime , gaess, Mr. 

Craig? I won' t ask you about t h a t . 

Now, f ' r . C r a i g , a couple of questions about 

t h i s Un-ion P a c i f i c op t ions paper, sFSP-C-IOP. You 

signed the cover memorandum, i i d you no t , along w i t h , I 

b e l i a v e , " r . F a r r a t t and Mr. Schaef fe r? 

A Yes. 

Q I n c i d e n t a l l y , what i s Mc. S c h a e f f v r ' s t i t l e 

these days? 

A He i s now Senior Vic? Pret^ident o^ Planning 

and "OTething f o r the c o r p o r a t i o n . 

3 As has a l ready been i . i d i c a t e l , t h i s memcrancum 

was r r e f a r e d cr these memoranda were :nrepared r . 

K e n e f i c k ' s r eques t . 

A Yes. 

3 And i t was t r a n s m i t t e d to him on 198'̂  

i n response tc a r . - ,uest of A p r i l " u , 1981^. 

A Yes. 

3 Do the r *->pr esenta t i o n s , co: ons in t h i s 

memc, represer.- vour views teday, your appra i sa l of the 

i.11 pact of the Saiitd Fe Sou-.h- — — - " ' "" 

P a c i f i c ? 
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1 A I n a g e n e r a l sense, y e s . I d o n ' t know about 

2 a l l t h e s p e c i f i c s i n - h a t many pages . Put g e n e r a l l y , 

3 y e s . 

4 3 1 would j u s t l i k e to ask you about a few 

5 p a r t i c u l . i r passages, and I w i l l t r y to be as b r i e f as 

6 p o s s i b l e . At page 5 of the cover memo to Mr. Kenefick 

7 — I guess that i s 601593 m th*- UP document d e p o s i t o r y , 

8 and I hope i t wasn't a c t u a l l y -hat many pages -- you 

9 t a l k about the e f f i c i e n c i e s , i n the middle cf the pane, 

10 of the Santa Fe Southern P a c i f i c . 

11 And you say at the • r - - - ~ - ' i of tha t middle 

12 faragreph; "Thes-^ e f f i c i e n c i e s , to the ext<=nt t h a t thoy 

13 are r e a l i z e d , can be used t o f u r t h e r increase p r i c e 

14 competition on t r a f f i c between C a l i f o r n i a , Kansas C i t y , 

15 Chicajo, St. Louis, and Memphis Gateways." 

16 Dcss t h a t represent ycur vi"w today? 

17 A Yes. 

18 3 And over or t h a t cover memo: 

19 " O v e n 1 1 , f r o m a h e a d - t o - h e a d c o m p e t i t i v e p e r s p e c t i v e , 

20 we see the combined AT'"^/ '^- c o n t i n u i n g to be an 

21 • a g r e s s i v e p r i c e and s e r v i c :e t i t e r wi*'-- n 

22 s u b s t a n t i a l a b i l i t y t o re^.. ; and t h 

23 reduce r e l a t i v e p r i c e l e v 1 - as a r^^-^.'• -̂r; ̂  f o r 

24 i n c r e a s i n g market s h a r e . " 

25 I s t h a t a c o r r e c -ement? 
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A T e s . 

3 Now, i f you c o u l d f l i p over t o t h e n e x t 

memcrandu.n, and t h a t i s a m a r k e t i n g and s a l e s memo, cage 

601609. You t a l k about l o n g - r u n c o m m e r c i a l impact and 

you t a l k about t he p r o j e c t e a s a v i n g s , t h a t i s , the 

p r o j e c t i o n made by the A p p l i c a n t s . 

You s t a t e t h e r e : "We b e l i e v e t h e SFSP's 

o p f c L a d n g p l a n i s c o n s e r v a t i v e and the l o n g - t e r m c c s t 

s a v i n g s w i l l be l a r g e r . " Do you see t h a t ? 

A T e s . 

3 Of c o u r s e , t h i s came o u t , I guess , h e f o r e ^ur 

witnas.^es were c r o s s - t x a m i n e d . I s t h i s s t i l l your view , 

t h a t you t h i n k t he o p e r a t i n g p l an i s c o n s e r v a t i v e and 

t h a t t n e s a v i n g s w i l l be l a r g e r ? 

A T e s . 

'J And j u s t t o comple te t h a t o n e : "These s a v i n g s 

w i l l be i n a d d i t i o n to v.'-e e f f i c i e n c i e s , t h e comhined 

F-^cTf/^p r o u t e s w i l l create? i n c e r t a i n c o r r i d o r s ; f o r 

example , Kansas C i t y - C a l i f o r n i a , due to r e d u c t i o n i n 

m i l e a g e , c u r v e s , and g r a d f c . I f t h e p r o j e c t e d or l a r g e r 

s a v i n g s are u t i l i z e d t o reduce p r i c e s , a d d i t i o n a l 

c o m p e t i t i v e p r e s s u r e w i l l r e s u l t . " 

I s t h a t s t i l l an a p p r o p r i a t e s t a - ' d 

A Yes . 

: Th?-k y o u . Thos- are a l l f h e lu r s t^ -ons " have 
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on t h ? t . I do nave j u s t a few more q u e s t i c n s on y c u r 

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

At page 9, j u s t b e f o r e the new s h i p p e r 

l o c a t i o n passage , you say t h a t "SPSF w i l l have no 

i n c e n t i v e t o c o o p e r a t e w i t h us i n q u o t i n g c o m p e t i t i v e 

j o i n t l i n e r a t e s a c r o s s t h e Sou the rn C o r r i d o r . " 

And t h e n a o a i n over on page 1 1 , r i g h t i n the 

m i d d l s c f the page, you say* "SPSF canno t be e x p e t t e d 

t o quo te c o m p e t i t i v e j o i n t l i n e r a t e s w i t h u s . " 

Ky q u e s t i o n i s , i f i t were p o s s i b l e f o r Union 

P a c i f i c t o handle t r a f f i c t o and f r o m Santa Fe Southern 

P a c i f i c common p o i n t s i ' l j o i n t s e r v i c e w i t h -che Union 

P a c i f i c , l e t ' s say a t Swee twa t e r , and a t comparab le 

St i c e , would you be i n a p o s i t i o n t o compet" Tor 

t r a f f i c then v i a t h e Swe'- twater Gateway? 

A I t h i n k t h a t ' s k i n d o f academic , because year 

w i t n e s s , JacV Edwards , has t e s t i f i e d t h a t t h t - y ' r e r e t 

.7dng t o p u b i i s l ' j o i n t r a t e s c o m p e t i t i v e w i t h s i no l e 

l i n e r a t e s . He ' s a l r e a d y s t a t e d t h a t f o r t h e r e c o r d . 

3 W e l l , l e t ' s go back t o your assumpt ion i n you'-

. r a f f i c s t u d y . L e t ' s suppose h y p o t h e t i c a l l y . r a i l 

i f you w i l l , t h a t e x i s t i n g j o i n t r a t e s and r o u t e s remain 

i n e f f e c t , l e t ' s say over the SweetWi^ter Gateway, bu t 

t h a t t h e Santa Fe S c u t h e r n P a c i f i c meroed c a r r i e r , w h i l e 

m a i n t a i n i n g e x i s t i n g r o u t e s , j o i n t r o u t e s and r a t e s . 
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wculd not agree to quo t ing ra tes tha t according tc the 

assumption i n your t r a f f i c study, t h a t vould lower i t s 

re-zenues on j o i n t l i n e t r a L f i c . 

Nov, how would you be f o r e c l o s e d , under tha t 

h y p o t h e t i c a l c i rcumstance , from competi/^g f o r t r a f f i c 

v i a t h e j o i n t l i n e route? How would you be f o r e c l o s e d , 

under t ha t h y p o t h e t i c a l c i rcumstance , from competing f o r 

t r a f f i c v ia the j o i n t l i n e route? 

A I ' m not r ea l sure I understand eve ry th ing 

you ' re s a y i n g , but i f T do, what you are saying i s we 

would cont inue to have the e x i s t i n g j o i n t r a t e and 

r o u t e . 

Q Cor rec t . 

A W e l l , t h a t would not cover c o n t r a c t s . As an 

example, the Southern P a c i f i c has a p n b l i c statement to 

the e f f e c t tha t I t h i n k Mr. McNear Su.i<i he wanted 70 

perc^at of h i s business under c o n t r a c t . That would be 

out t he window. 

Rea l ly , u l l you would be t a l k i n a about i s t h a t 

which i s i n a t a r i f f . I f y-^u are , you know, t h i s i s 

long way to get back t . tne SF agreement tha t we have 

male. That i s only i . i a genera l r o u t i n g g u i d « . I t 

doe.sn't even have a p p l i c a t i o n to the s p e c i f i c routes and 

s p e c i f i c t a r i f f s . 

That a c t u a l l y only app l ies to busin*'-- t h a t i s 
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f r o m and t o t h p SP t o the Union ^ a r i f i c Sys t em. I t 

d o e s n ' t even c o n s i d e r bus iness t h a t goes b e y o n d . You 

were l o o k i n g a t a v e r y s m a l l p e r c e n t a g e t. f t he t o t a l 

busin--ss i n v o l v e d , p a r t i c u l a r l y i n t h e Sou thern C o r r i i o r 

t h a t w? are t a l k i n g a b o u t , t h a t wou ld be covered by t h a t 

SP a g r r e m a n t . 

Q Suppose h y p o t h e t i c a l l y , Mr . C r a i g - t h a t t h e 

c o n t x i c t t r a f f i c would i n c l u d e i t by sone mech?nisro, so 

t h a t t h e e x i s t i n g r a t e s and r o u t e s were p r e s e r v e d . 

I s n ' t t h e o n l y way t h e Sou the rn P a c i f i c and 

S a n t i Fe Ra i lway a t t h a t p o i n t would f o r e c l o s e you ""roTi 

compet ing would be by l o w e r i n g i t s s i n g l : - l i n e r a t e and 

no t a g r e e i n g t o l o w e r i n g o f i t s j o i n t l i n e r a t e ' ' 

A Well, they could alsc net handle our business 

and if somebody wants to go into the long track record 

of what has happencu to us at El Paso, our Fl Paso 

Gateway was dried cp because our business was net 

handled equally with that of the T'. . 

3 We were s p e a k i n a h y p t h e t i c a l l y h e r e , " r . 

C r a i g . 

A W e l l , T am speak ino m a t t a r ef f a c t . 

Q I want you t e assume w i t h me t h a t the Santa Fe 

or th? Southern P a c i f i c and Santa Fe P a i l w a y Company 

would p r o v i d e comparab le s e r v i c e as w e l l . 

What I ' m s a y i n g i s i f t h e c i r c u m s t a n c e s 
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o u t l i n e d i n the assumption i n your t r a f f i c ; tudy were 

r e a l i t y from a h y p o t h e t i c a l s t a n d p o i n t , and i f se rv ice 

were somci rab le , wou ldn ' t the maintenance o f the 

e x i s t i n g j o i n t l i n e ra tes and rou t e s , app ly ing i t again 

to con t rac t t r a f f i c by some method, e .^tablish a cap on 

the merged c a r r i e r a b i l i t y to increase i t s s i n g l e l i n e 

r a tes , c o m p e t i t i v e s i n g l e l i n e rates? 

A I suppose i t would> yes . 

HR. NELSON: Thank you, Mr. C r a i g . T h a t ' s a l l 

I have , 

Q 

Budeir i 

Justice. 

JUDGE HOPKINS* Ms. B u d e i r i . 

BT MR. BUDEIRI: 

Good morning, Mr. Craig. My name i s P r i s c i l l a 

I represent the United States Department of 

In reference to the soda ash example of source 

competition t h d t you discussed with ""r. Nelson, hew 

w Id you c h a r n r t e r i z e the ef f e c t i v e n ? s s of the 

c o n s t r a i n t imposed by t h i s kind of competition on UP's 

r at es? 

A I t i s a c o n s t r a i n t . Ob'/iously, when we are 

competing wi t h a s i m i l i a r product at Trena, C a l i f , r n i a , 

cur r i t e s have to r e f l e c t the market circumstances and 

the c c m p e tition i n the marketplace. And they do. Ani 

we have, i n f a c t , reduced our rates from Green '^iver i n 
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1 order tc keep our customers compe t i t i ve w i t h Trona, 

2 C a l i f o r n i a . 

3 3 Are you f a a i l i a r w i th any s i t ua t ions i n which 

^ the UP/MP sv :tem l o s t t r a f f i c i t had been c c r r y i n g 

5 because the shipper was able t o get a lower r a t e by 

6 sh ipp ing h i s goods tc a d i f f e r e n t buyer? 

7 A Are we t a l k i n g about a swap-out :irrangement? 

8 0 1 d o n ' t krcw what yo-u mean by t h a t . 

^ A The chemical people, as an example, w i l l swap 

10 p roduc t . Rather than Shipper A at O r i g i n A moving i t t o 

11 C, he might l e t somebody who was c lo se r a t O r i g i n B move 

12 i t to C. And then he w i l l move some product f o r t h " 

13 f e l l o w at B going someplace else where i t i s c l o s e r . 

14 T h a t ' s a swap-out. 

15 3 • ->w about vhen i t ' s the same shipper of goods 

16 who i s moving i t by UP to d e s t i n a t i o n , and then the 

17 shipper i s d i s s a t i s f i e d w i t h UP's rates or s e r v i c e , an 1 

18 m-;ves i t t o De s t i n a t i o n B by some other means besides 

19 UP? 

20 A I suppose t h a t goes on every day. 

21 3 Can you gi.ve me any s p e c i f i c ey imple of tha t? 

22 A No, I c a n ' t . 

23 Q I s the p o s s i b i l i t y of t h a t happei ing a 

24 r e s t r a i n t on the ra tes t h a t the UP System can quote to 

25 shippers? 
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A Y e s . 

3 Oi. page 7 , you .= t a t = t h a t r a i l r o a d s o f f e r i n g 

TCFC s e r v i c e - -

A i^xcuse :;•€. L e t "'e c a t c h up w i t h y o u . Whf>re 

a r e w a ? 

Q Page 7 , 

A Where on ;age 7? 

3 Th i s i s t h e m i d d l e o*̂  th ? second p a r a c r a i ' 

R a i l r o a d s o f f e r i n g TOFC s e r v i c e have demons t r a t ed i h e i r 

s u p e r i o r i t y t o t r a c k s and boxcar s e r v i c e i n a number of 

m a r ke t s. 

I numc'c 01 

And yo J sa y , t h u s , s ucc 

i r. f b ' .e. 

c t v- r 

c a p t u r i n g t r a f f i c t h a t had moved e i t h e r by I c 

t r u c k or i n r a i l c a r s . 

Wh?-c markets a r - y o i r e f e r t i r ; -

s t a t e n ent? 

A W e l l , San-^ î e i - t h « domin-ir* 

I OS Angeles and C h i c i - , " a. - ' Fe 

has ..arreasfed '. .heir r share and t h e i r . 'du:.ie year 

a f t - . r '.-ear . f t - : - - y e a r . 

Q Can you g i v e me • • o f t h ' '• ? 

A You name th*^ prod U' y d e movrn'-' i t . 

Y:ju n ' " " >. ny prod'uct t h a t i s 7i-.d» i n -he . " t r t e o f 

C a d f o r n i a , and they a re .T- a ch'Hik ot - . 

3 You "'-^ 
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p t a c t i cabiJ M V -- and those are your words -'• cannot 

p r a c t i c a b l y reach i n t o most of t h r San Joaquin Valley. 

That i s also on page 7. 

A Yes. 

3 Why i s that? 

A Because our c l o s e s t camp i s S t o c k t o n , 

C a l i f o r n i a which i s i t t he n o r t h e r n end o f the v a l l e y . 

Q I s t h a t t h e o n l y reason? 

A T h a t ' s abou t as gccd a r eason as I k r o w , 

because you c a n ' t d r a y . You c:-.n o n l y dray so f a r . 

MS. PUDFIPI : "hank you ve ry much. 

JUDG- • . ^ . 

BY M?. REED* 

3 Good a o r n i r - : , " ' . C r a i g . "y n^ 

- 1, and ; r e a r i n g cn : - o f t h e U. 

o f T r a n s p o r t a t i o n . 

At page 3 c f /o; ; : v • -. • • * ' • • - ' . ' " • 

s r , y c u r p! • ' 

u n d ei ' . O . I . D o y o u - . . i t ? 

A Yes. 

O • • you m<=an by • 

A W o l l , two r - ' i l r o a d s s e r v i n g t h t 

l o c a t i o n . • , Bak . 

3 

p l a n t 

r v i c e 
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A Vcrmally, a c i t y . And i t c c u l l be plant s i t * * 

as we 11. 

3 I f a shipper i s served by the Santa Fe in a 

c i * y and i t i s , say, a mile tc reach the SP t r a c k s , 

wcild you say t h a t they are at common points? 

A Only i f he had r e c i p r o c a l s w i t c h i n g or seme 

other arrangements for interchange. 

Q Do shippers in t h a t s i t u a t i o n have the option 

of b r i n g i n g t h e i r t r a f f i c t o t e - - a c k s ? 

A Yes. 

3 Would t h a t be- t r u e f c r a l l commodi t i e s or o i l 

some commodi t i e s? 

A W e l l , soi.ie cemmodi t ies d o n ' t l end themselves 

V - . ' e l l t o team t r a c k s . 

0 What t y p e s o f c o m m o d i t i e s would those b"? 

A W e l l , a n y t h i n o t h a t i s p a r t i r u l a r l y 

l a b e r - i n t e n s i v e , example . Ary t : ' . i ng t h a t c o u l d be 

damaged i n t r .m s 1 ? a l i n g . There are a l o t c f commodi t i e s 

y - > -an o n l y wants to l ead i t one t i m e . He wants t c 

l o a d 1 t i n a c o n t r o l l e d en v 1 r-̂  nmen t . '^ulk c o m m o d i t i e s , 

as -in example , you ar̂ -" not a o m g tc h . 

r u l k c c m m o d i t i ' - s ove r a t e i m t r a ^ - v . 
Hazardous m a t e r i a l s y o u ' r e no t o o i n g t o h a n i l e 

: team t r a c k . 

What about chemicals in aeneral? 
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1 A Well, not very many chemicals move over team 

2 t r a c k s . They can i n some ins t a n c e s , but i t ' s a 

3 r e l a t i v e l y small percentage. 

4 Q Do you know hew much t r a f f i c c u r r e n t l y 

5 o r i g i n a t e s at common points on SP Santa Fe? 

6 A Well, my understanding i s between them, they 

7 would o r i g i n a t e 90 percent of the business i n the State 

8 of C a l i f o r n i a and 5U percent of the business i n the 

9 State ef Texas. 

10 3 rc you know how much t r a f f i c they o r i g i n a t e d 

11 at commonly served p o i n t s , as you nav=» defined i t ? 

12 A No, I do not. 

13 3 Now, do you intend on servicg shippers who do 

14 no- take advantage or cannot us^ ""CFC ser v i c e , ic ycu 

15 a n t i r i p a t e serving them frcm common points? 

16 A Yes. 

17 3 And how would you do t h a t ? 

18 A W - ^ l l , we would i n i t i a l l y — we w i l l s t a r t c u t , 

19 I t h i n k — '^ r . t i a v i s has t e s t i f i e d t h a - i n i t i a l l y , w. 

20 w i l l assume the same r e c i p r o c a l s w i t c h i n g a~ ' ' " t 

21 f a c i l i t y agreements t h a t c u r r e r t l y e x i s t between the 

22 South a.rn P a c i f i c and the Santa Fe . .«n d I suppose at 

23 such t i m e as d i r e c t s e r v i c e w i t h t h e i r own crev — ' 

24 enginas i s a p p r o p r i a t e , we would c - ^ r - a i n l y be w : l l i n g t o 

25 do that, as w e l l . I 
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3 But i f ycu c o u l d n ' t reach them v i a r e c i p r o c a l 

s w i t c h i n g , you would not be ab le to serve them; i s tha t 

cor rec t ? 

A W e l l , i f you c a n ' t got them by r e c i p r o c a l 

s w i t c h i n g , then r e a l l y by our standards they are not a 

common p o i n t ; t h^y are a l o c a l p o i n t . And i t wculd be a 

l o c a l i n d u s t r y on one r a i l r o a d or the o t h e r , and we are 

not proposing to serve those . 

3 Now, i n i tem No, 2, you r e f e r to compet i t ive 

d i s c i p l i n e tha t i s imposed at non-comnon p o i n t s . '^ha-

do you mean by c o m p e t i t i v e d i s c i p l i n e ? 

A W e l l , i f the other r i ? i l r o a d i s close enough, 

and the f i r . ' ^ t r a i l r o a d who has the l o c a l i n d u s t r y loses 

h i s d i s c i p l i n e i n the p r i c i n g end of i t and runs h i s 

pr ices up too h igh , then i t would encourage t h i s f e l l o w 

t o go ahead and t ruck over to the c loses t r a i l r o a d . 

Q So even though he ts not d i r e c t l y served by 

••ho o ther r a i l r o a d , a shipper has the o p t i o n c f t r u c k i n g 

i t ? 

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

3 And tha t would bp t r u e , ev--̂ n of the 

ccmmo dti-.?c tha t you mentioned e a r l i e r , t h a t • ---v ---^ 

not su scep t ib l e to be taken to a team t rack? 

A W e l l , some coramod i t i f-" s, no. Some -?s 

i n - not suscep t ib le to tha* kind of compet i t ion on a 
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1 d i r e c t b a s i s o f b e i n g ab le t o go over and l o a d on the 

2 o t h e r f e l l o w ' s r a i l r o a d . 

3 0 I n w r i t i n g t h e s t a t e m e n - , how much m i l e r g e 

4 were you t h i n k i n g al-out? How f a r w o u l d one have t o t ake 

i t to ano the r - a i l r o a d f o r i t t o be a c o m p e t i t i v e - -

6 A I ' m d r a i d I r e a l l y w a s n ' t g e t t i n g down t o 

7 s p e c i f i c m i l e a g e . 

8 3 Put i t t s an o-nt ion to sh. ippers t o dc t h a t 

9 today? 

10 A Y e s . 

11 3 Am I c o r r e c t t h a t t h e UP i s s eek ing t e se rv? a 

12 p o i n t 12 m i l e s o u t s i d e of Tolson? Are you f a m i l i a r wi - h 

13 t h a t ? 

14 A No, T am not . 

15 3 At the bo t tom o f page 7 , you s a i d t h a t ycu 

16 cannot p r a c t i c a l l y reach i n t o most o f the San Joaqu in 

17 V a l l e y . Do you f e e l t h a t yea can reach i n t o some p a r t s 

18 0^ tn a San Joaou in V a l l e y ' ' 

19 A Yes. We can ge t down t o T u r l o c k , j u s t 

20 s l i g h t l y south o f ' ^ u r l o c k . 

21 3 How -a r i s t h a t f r o m S tock ton? 

22 A T u r l o c k i s r o u g h l y ^̂ 0 m i l e s . The m a j o r 

23 produce ar^'a i s s u b s t a n t i a l l y be lcw t h a t . You a r e down 

24 i n - o t h e F r e s n o - B a k e r s f i e l d area and we are o u - o f the 

25 msirket pl^-ro t h e r e . I t i s too f a r . 
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1 Q At the bottom of paga 8, you r e f e r r e d to 

2 minilandbridge t r a f f i c . Does the UP pre s e n t l y handle 

3 minilancibridge t r a f f i c from Los Angelas and the Bay Area 

4 to Chicago? 

5 A Oh, yes. 

6 Q Are the r a i l r o a d ra tes f r o n Los Angeles and 

the Bay Area to Chicaao equal ized? 

8 A Are the r a i l r o a d rat^s? W e l l , i t ' s moving 

9 under c o n t r a c t s , so t h t y ' r e not a l l the same. 

10 Q They ' re not the same between both po in t s? 

11 h S o . 

12 0 Do yea know which c o n t r a c t ra+^es would be 

13 h i g h e r , those from L .A . or San Francisco? 

14 j A No. 

15 3 You j u s t d o n ' t know? 

16 A No, I d o n ' t know. 

17 Q Has the UP ever s o l i c i t e d minilandbridge 

13 t r a f f i c from ocean li:i-!C5 c a l l i n g at Oakland for a haul 

19 to the Gulf? 

20 A I don ' t t h i n k so . We've got a US perc.?nt 

21 c i r c u i t y i n t h « r e . 

22 3 Has the UP ever s o l i c i t e d min i l andbr idge 

23 ! t r a f f i c out of the Port of Por t land to the Gulf or 

24 southeastern po in t s? 

25 A Oh , T would hope so. 

ALDERSON REPORTING COMPANY, INC. 

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



80 81 

1 0 Tou have? 

2 A Yes. 

3 3 Do you know whether those bids were 

4 comparative with the Pu r l i n g t o n Northern bids? 

5 A No, I do not. 

6 3 Have you ever - - do you aovc t r a f f i c , 

' m i n i l a n d b r i d g e t r a f f i c f r o m the P o r t o f P o r t l a n d t o the 

8 G u l f ? 

9 A I ' m not aware o f any. There p r o b a b l y i s seme, 

10 b u t i t would ^e v e r y , ve ry s m a l l . Very s m a l l . 

11 Q But you have b i d on voli^me movements o f t h a t 

12 t r a f f i c ? 

13 H I t h i r < \ we have , but here a g a i n , w e ' r e t a l k i n a 

14 about scmetn ing t h a t w e ' r e t a l k i n g about 

15 m i n i l a n d b r i d g e and P o r t l a n d . I t would have t c be d va ry 

16 unusua l c i r c u m s t a n c e t h a t somebody would want t o -̂ o 

17 t h a t , because t h e c o s t to move f r o m P o r t l a n d t o the G u l f 

18 i s ro much h i g h e r thi<n a n y t h i n g o u t o f t he Pay A r e a , 

19 p a r t i c u l a r l y Los Ange le s , which i s the c h e a p e s t . 

20 So i t would htive t o be some e x t r e m e l y c n u s . - i l 

21 c i r c u m s t a n c e s where scitebody . e . i d y d i d n ' t have a 

22 cho ics . 

23 3 But you have b i d on t r a f f i c f r o m those 

24 p o i n t s ? 

25 A I t h i n k we have . T w o u l d n ' t want t o swear t o 
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t h a t . We move business frcm the P a c i f i c Northwest tc 

Texas and t h a t araa. Wrether we s p e c i f i c a l l y had 

handled minilandbridge coming i n t o S e a t t l e / P o r t l a n d 

going down t h e r e , i t wouldn't make a I ' - t of economic 

sense. I t i s too expensive. 

fm 
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Q Now, the UP pr e s e n t l y handles TOFC t r a f f i c , 

i s n ' t t h a t cor -ect ? 

A Ch , yes. 

3 Would you say t h a t the rates charged on t h i s 

t r a f f i c are marginally compensatory as compared to otaar 

t r a f f i c ? 

A I t i s marginally compensatory compared to 

chemicals. I t ' s doing p r e t t gccd when you compare i t 

w i t h fresh f r u i t s and vegetables. I t ' s a comparative 

t h i n g . Obviously, we t h i n k there i s net i n i t , a l l of 

us do, or we wouldn't be as aggressive i n pursuing i t as 

we are. 

0 I n responding to my answer, you d i s t i n g u i s h e d 

between TOFC and fresh f r u i t s and vegetable t r a f f i c , and 

ind i c a t e d that i t had a b e t t e r r e t u r n on i t , T>>rC 

t r a f f i c had a b e t t e r r e t u r n on i t , than f r e s h f r u i t s and 

vegeta bles? 

A Than some of our fresh f r u i t s and vegetables. 

ye; 

Ts f r e sh f r u i t and v ->table t r a f f i c moving 

A I t -̂ r VP'S'TOFC, i t moves boxcar - - excu^o me, 

r e f r i g e r a t e d boxcars . 

3 Sc when you were r e f e r r i n g to f r e s h f r u i t s and 

vev.etables, you ' re t a i k i i g about moving i n boxcar: , -
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t h a t r i a h t ? 

Y e s . 

mam 

For those TOFC or fresh f r u i t and vegetabj.e 

0 And that has a lower r e t u r n on i t than TCFC? 

A And the TOFC net i s not uniform. I t v a r i e s by 

c o r r i d o r a'-a one r a i l r o a d ' s p a r t i c u l a r e f f e c t i v e n e s s i n 

a c o r r i d o r and costs. No two of us are i d e n t i c a l i n our 

c osts . 

3 

movements which are not earning a very high rate c f 

r e t u r n , why i s the r a i l r o a d unable to e x t r a c t a h:.gher 

rate of return? 

A Well, on tne tresn t r u l t s an vegetables there 

i s . depending on the marketplace, there i s considerable 

competition with the motor c a r r i e r s . In tho TOFC area 

the biggest competitor i s ourselves. We are ccmpeting, 

one r a i l r o a d comoating with the oth-^r. Long hsul TOFC, 

the major competition f or the r a i l r o a d i s another 

r a i l r o a d . That's why motor c a r r i e r s ^ hip a l o t of t h e i r 

t r a i l e r s on r a i l TOFC. 

Q Now, f o r non-fresh f r u i t and vegetable TĈ C 

t r a f f i c , what othar commoditibk move i n TOFC? 

A About everything ycu can thi n k o f : lumber, 

wine, you nams i t , e i e c t r o n i c s , household appliances. 

2 Referring to footnote 2 on page i u , on the 

Sacranento and Oakland lin-_^ t h a t you were seeking 
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trackage r i g h t s ove r , hov f a r away i s t h i s l i n e from the 

Union P a c i f i c ' s l i n e ? 

A We connect w i t h them at Sacr-mento, w i t h the 

Southern P a c i f i c l i n e a t Sacramento. 

3 Am I co r r ec t tha t the former WP l i n e swings 

south? 

A 

2 

'as, 

4KHil 
What i s the d is tance between the SP's l i n e and 

the former WP's l i n e , do you know? 

A From whare t o where? Say from Sacramento to 

Oakland i s U5 mi les d i f f e r e n c e . 

3 I 'm t a l k i n g about say the d i s t a i c e between the 

two l i n e s at m i d p o i n t . 

A The d i s t ance between the WP l i n e going to 

Oakland and the Southern P a c i f i c l i n e going to - -

3 They ' re almost p a r a l l e l l i n e s , a r e n ' t they, 

going between the two po i i i t s ? 

\ No. The Southern F a c i t i c l i n e comes cut of 

Sacramento and i s going i n a southwester ly d i r e c t i c n , 

more west than sou th , and -he WP l i n e i s comiiig s t r a i 7 h t 

south u n t i l you get down pa • >ckton, and then i t 

begins to make the hook and go west . So t h e r e ' s qu i t s a 

d i f f e r e n c e i n c ross -coun t ry mileage. 

Q Does the UP c ' ' .pete f o r t r a f f i c now moving on 

the - - or tha t could - - t ha t i s l oca ted on the SP l i n e 
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between Oakland and Sacramento? 

A Do we coJipete f o r • r - x i r i c 

Q From your f o r o e r WP l i n e , do you TCFC any cf 

t h a t t r a f f i c , t o your knowledge? 

A I ' m s o r r y , I d o n ' t know. 

Q WP's l i n e a lso goes between Oak:.ana and 

Sacraaento, co r r ec t ? 

A Yes. 

Q Do you compete f o r any t r a f f i c t h a t 1.̂  l oca tad 

on the Southern P a c i f i c ' s l i n e which a lso -jees between 

those two poin ts? Do you ever TOFC any of i t to your 

r a i l r o s d anfi then t^ke i t acr 'he c e n t r a l corridoMdHPIl 

A I d o n ' t know, but I would assume — I wculd 

hope t h a t we are competing f o r business w i t h i n d ray . j " 

of our Oakland t e rmina ' and we are coit'iJeting f o r 

business t h a t would be on t h e i r r a i l r o a l tha t w?s witr iLr 

drayage d is tance of cur Stockton t s ^ m i n a l . 

3 But you d c n ' t know hew much t r a f f i c - -

A No, I do n e t . 

MS. RFEDJ Thank you very much. That ' s -.11 T 

hav e. 

JUDGE HC - ; . i How mn̂ i i q-.̂ - 'Jns CO ycu 

have? J u s t a f^w, Mr. MacKenzie? 

MR. VINCENT MacKENZIF* Yes. 

JUDGE HOPKINS: ^ r Dowd, how many wou• 
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Hi 

i9 

1 have? 

2 flR. DOWD: Ten minu tes w o r t h , p e r h a p s . 

3 JUDGE HOPKINS; I t m igh t be w i s e , why d o n ' t we 

'* t a k e a recess now and Mr. MacKenzie can be up n e x t . We 

5 w i l l t a k e a 1 5 - f f i i n u t e r e c e s s . 

6 (Recess . ) 

7 JUDGE HOPKINS* L e t ' s g e t back on the r e c o r d . 

8 M a c K e n z i e . 

9 PY MP . VINCENT HacKTNZIE: 

10 Q Good m o r n i n g , Mr . C r a i g . My name i s V i n c e n t 

11 MacKenzie and I r e p r e s e n t t h e S*:ate o f C a l i f o r n i a . 

12 I ' d l i k e f o r you to r e f e r , i f you w i l l , t o t h e 

13 s t a t e m e n t t h a t Mr . K e n e f i c k gave t o t he T r a i i s p o r t a t i o n 

14 C l u b o f l iouston . Were you p resen t i n the h e a r i n c rocm 

15 when M r . K e n e f i c k t e s t i f i e d t h i s mornina? 

15 A Yes, I was . 

17 Q I n r e g a r d t o a s t a t e m e n t t h a t he made i n t h a t 

16 speech which I q u e s t i o n e d him on — 

19 A What page a re you o n , p l ease? 

20 Q On page UGC112, i n the lower r i g h t - h a n d 

21 corn^=r. I t ' s t h e t o p p a r a g r a p h : 

22 "We f e e l t h a t c a r r i e r s " to 

23 cance l u n p r o f i t a b l e or u n e f f i c i e n t j o i n t r a t e s . At the 

24 same - ^pe, we a re t a k i n g s t ep s to ensure t h a t sh 

25 c o a i p a r i t i v e i n t e r e s t s a re p r o t e c t e d . I n January we cajn e 
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t o an agreement w i t h SP which keeps many o f t he f o r m e r 

UP system-SP r o u t i n g s a c t i v e f o r f u t u r e u s e , and we are 

w o r k i n g ou t s i m i l a r a r rangements w i t h e t h e r c a r r i e r s . " 

L e t me ?. sk you * i r s t o f a l l , s i n c e Mr. 

K e n e f i c k I t h i n k r e f e r r e d t o you i n r e g a r d to s e v e r a l o f 

t h e q u e s t i o n s , number one, do you e x p e c t t h a t agreement 

w i t h t h e SP t o remain v i a b l e i n t h e f u t u r e , assuming an 

u n c o n d i t i o n e d g r a n t cf your a p p l i c a t i o n ? 

A I t h i n k w e ' i have t o go back to what I s a i d a 

l i t t l e b i t e a r l i e r . The agre-^ment w i t h t h e SP i s a v=»ry 

r e s t r i c t i v e agreement . I t hand le s a r e l a t i v e l y s m a l l 

pe rcen tage o f t h e t o t a l bus ine s s t h a t i s i n v o l v e d i n 

what w-^'re t a l k i n g about h e r e . I t i s p u r e l y a r c u t i n g 

and i t o n l v a p p l i e s t o r o u t e s m t h e g e n e r a l r o u t i n g 

t a r i f f . 

I t does not i n c l u d e t he s p e c i f i c s . C e r t a i n l y 

i t would n o t i n c l u d e any c o n t r a c t u a l a r e a s , and t h e r e 

i s n ' t any r a t e p r ; J t e c t i o n i n - ' o l v e d f o r the customer i n 

t h i s t h i n g a t a l l . 

Whether i t v i l l c o n t i n u e i n the f u t u r e I 

r e a l l y c a n ' t s a y . T h a r e ' s a 60-day c a n c e l l a t i o n c l ause 

i n i t by e i t h e r p a r t y . Put f o r t he amount c f bus iness 

t h a t ' s i n v o l v e d , t h a t i s , s h a l l we s ay , p r o t e c t e d under 

i t , i t ' s r e l a t i v e l y s m a l l , p r o b a b l y 25 p s r c e n t c f t he 

t o t a l . 
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And remamber, go back t o what I s a i d , t h a t 

o'nly s e v e r s b u s i n e s s t h a t i s i n t e r c h a n g e d between the SF 

on tha ons hand and the Union P a c i f i c system on the 

o t h e r h a n d , b u t does n o t i n c l u d e any o t h e r bus iness • 'hat 

would be h a n d l e d as a b r i d g e c a r r i e r o r t o any o t h e r 

r a i l r o a d . 

Q Okay, thank y o u . The l a s t p a r t o f t h a t 

pa rag raph and t h a t sentence r e f e r s to "wa" — t h a t i s , 

UP — " w o r k i n g out s i m i l a r a r rangements w i t h o t h e r 

c a r r i e r s . " Has UP made any a r rangements w i t h o t h e r 

c a r r i a r s t o ensure s h i p p e r s who have c o m p e t i t i v e 

i n t e r e s t s t h a t t h e i r c o m p e t i t i v e i n t e r e s t s <• r e 

p r o t e c t e d , i n a n t i c i p a t i o n of an u n c o n d i t i o n e d g r a n - i m 

o f tha c p p i i c a t i c n ? 

A We have beer, work i n : w.. •• -..'ler r a i l r o a d s , b u t 

n o t as a r e s u l t o f t h i s merger apr^dc t i e r . We have 

been w o r k i n g w i t h th-e N'c f o l k S o u t n ? r n . We have an 

an-eanent w i t n tha Santa Fe . We . *̂ en w o r k i n - w i t h 

the N o r f o l k Sou thern and w=? i n t e r . q u i c k l y as we can 

g?'^ to i t t o e f f e c t s i m i l a r arran^-ements w i t h o t h e r 

r a i l r o ads. 

Q What o t a e r a r rangements have you made cr can 

you make t h a t v i l l respf^nd t o t h e r a m i f i c a t i o n s of the 

g r a n t i n g o f an u n c o n d i t i o n e d a p p l i c a t i o n ? 

A I f you a re a s k i n g me, w i t h o u t c - i o n s wha-
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p r o t e c t i o n the customer w i l l have, I'm a f r a i d our 

p o s i t i o n i s l i t t l e or none. 

MR. VINCENT MacKENZIEi Thank you. 

JUDGE HOPKINSi I s t h a t a l l , Rr. MacKenzie? 

HR. VINCENT MacKENZIEi Yes. 

JUDGE HOPKINS* Thank you. 

.Mr. Dowd. 

BY MR. Down* 

Q S r . C r a i g , good m o r n i n g . Ky name i s K e l v i n 

Dowd. I 'm r e p r e s a n t i n g the A r i z o n a E l e c t r i c Power 

C o o p e r a t i v e . 

Throughout you r s t a t e m e n t you f o c u s a l m o s t 

e x c l u s i v e l y on t r a f f i c moving between p o i n t s i n 

C a l i f o r n i a and then a l c n g t h e s o u t h e r n c o r r i d o r t c 

Texas , w i t h regard t o your c o n c l u s i o n s on c o m p e t i d o n 

and t h ' - need f o r t r a c k a g e r i g h t s , e t c e t e r a . Would your 

a n a l y s i s and y c u r c o n c l u s i o n s on those s u b j e c t s a l s o 

a o p l - e q u a l l y t o t r a f f i c t h a t c r i g i n a ' - e s o u t s i d e ef the 

s o u t h e r n c o r r i d o r , but may be d e l i v e r e d w i t h i n t h e 

c o r r i d o r by e i t h e r ''ct.-.ta Fe a n d / o r Sou the rn P a c i f i c ? 

A Could you g i v e me an example- of what you have 

i .1 mi n d ? 

3 W e l l , f o r example , y o u r c o n c l u s i o n s r e . i a r d i n n 

the b e n e f i t s o f t h e i n d i r e c t c o m p - - l - i o n , ccmmcn p c i n t 

c o m p s t i t i o n , TOFC, COFC< e t c e t e r a , c o a l moving f r o m 
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Colorado f o r d e l i v e r y w i t h i n the southern c o r r i d o r . 

Would your a n a l y s i s and your conclusions on the 

d i f f e r e n t types of c o m p e t i t i c n and the need f o r t rackage 

r i g h t s apply e q u a l l y to a commodity I d e t h a t , t h a t i s 

d e l i v e r e d w i t h i n the c o r r i d o r by both Santa Ee and 

Southarn P a c i f i c ? 

A W e l l , I would say t h a t i f we're t a l k i n g aboat 

a movement w i t h i n the c o r r i d o r from a common p o i n t to a 

common p o i n t , then our theory and our philosophy wcud 

a p p l y . 

Q On page 2 of your statement you discuss the 

paranaters of your a n a l y s i s . You i n d i c a t e tha t i n 

ana lyz ing the prospec t ive scope of your trackage r i g h t s 

requast t h a t ycu r e l i e d on es tab l i shed commetcial 

p r a c t i c e s and shipper in .>ut . 

Did any of the inpu t tha t you received i n t ha t 

area coma from s o - c a l l e d cap t i ve shippers? 

A Y e s . 

3 What was the ganeral t h r u s t of t h e i r i n p u t ? 

A Wel l , some of the cap t ive shippers f e l t tha t 

they would l i k ^ to have compet i t ive se rv ice and they 

were ask ing us to inc lude t ha t in our a p p l i c a t i o n . 

3 Now, you i n your statement at s eve ra l p laces , 

you c o n f i m tha t i n f a c t you have not included t h a t in 

your a p p l i c a t i o n and tha t you are not asking f o r the 
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1 r i g h t t o d i r e c t l y serve shippers that are p r e sen t l y 

2 cap t i ve to e i t h e r Santa Fe or SP. 

3 A T h a t ' s c o r r e c t . 

4 Q Why has UP not sought t h a t r i g h t ? 

5 A I suppose the number one i-eason i s t h a t we 

6 were nore or less respondina to th? Commission's 

7 concerns t h a t they were e x h i b i t i n g ea r ly cn as to the 

8 l o s s o f compe t i t i on as a r e s u l t of t h a t merger. Our 

9 a p p l i c a t i o n s were designea t o , we t h i n k , meet those 

10 concerns . 

11 There wasn' t any th ing sa id abo'it l o c a l 

12 s o - c a l l e d c a p t i v e s h i p p e r s . 

13 3 Well t hen , can we assume t h a t ycur r e s ' . r a in t 

14 w i t h respect t o c a p t i v e shippers was not motivated by 

15 e i t h e r d i s i n t e r e s t i n that t r a f f i c or by l i m i t a t i o n s on 

16 your i b i i t y to serve c a p t i v e sh ippe r s , i f i n f a c t you 

17 d id have the r i g h t s ? 

18 A I d o n ' t t h i n k we have an i n a b i l i t y to serve. 

19 I t doas not f i t the theory o^ our case, which i s tha t 

20 our presence i s needed i n order t o r e s to r e compet i t i cn 

21 t h a t rf iS thera ani w i l l be l e s t a^ a r f s u l t of the 

22 merger. We t h i n k t h a t ' s a f a i r l y d u p l e theory and 

23 phi losophy. 

24 Q But my ques t ion i s , i s t ha t philosophy shaped 

25 by your percept ion of the Commission's p o l i c y wi 
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respect tc trackage r i g h t s ? 

A Yes, and a l s c , you know, we would '-hoose net 

to ba viewed as somebody who i s out t r y i n g to grab 

everything we could get our hands on. The idea was to 

t r y to show as much r e s t r a i n t as we could and s t i l l meet 

what we viewea as the concerns of the Commission. 

0 Are you f a m i l i a r with the comments t h a t were 

submitted by Arizona E l e c t r i c in t h i s proceeding? 

A In a general --vay, y j s . 

0 So you are generally f a m i l i a r w i t h the 

mo d i f i c a t i o n tc the UP a p p l i c a t i o n t h a t Arizona E l e c t r i c 

has requested? 

A Yes. 

0 A s s u m i n - .d a c c e p t i r c a l l o f t h e bases f c r 

your r e s t r a i n t , assuming t h a t t he ICC n e v e r t h e l e s s 

g r a n t a d Ar izon? F l c ' C t r i c ' s r eques t f c r expans ion o f CP's 

r i g h t s , i n your o p i n i o n wculd the Union P a c i f i c be 

^•apabl e i n t e r - i s o f equipment f a c i l i t i e s , s c h e d u l i n g , 

what have y o u , o f p r o v i d i n g d i r e c - d e l i v e r y s e r v i c e o f , 

l e t ' s say , on-^ m i l l i o n tons of c o a l p':'r yea r f r o m 

seurcas i n l - - i h or Wyoming or v i a ; r ' - r r i = ' r sus^. a;.. 

DCFGW from n o r t h w e s t C c l c a d o t o C o c h i s e , A r i z o n a , 

w i t h o j t s u b s t a n t i a l new c a p i t a l i n v f ^ s t m e n t , a d d i t i o n a l 

equip.-.ent pu rchase s , e t ? 

f. Yes, T b e l i e v e we can hand le a n i l l i c n . . 
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3 Would UP be l i k e l y t o conpe te f o r t h a t 

t r a f f i c , assuming aga in t h a t t h e Commiss ion , a g a i n s t 

you r w i s h e s , g r a n t e d t h e r.̂  gh t s? 

A We would su re t a k e a hard l o o k a t i t . 

3 So i t c o u l d no t be s a i d t h a t UP w o u l d n ' t be 

i n t e r e s t e d i n - h i s t r a f f i c i f i n f a c t i t had the r i g h t 

t o se rve t h e s h i p p e r ? 

A We r e a l l y h a v e n ' t i n v e s t i g a t e d i t t o a p o i n t 

t o say t h a t we would or would n o t . T h a t ' s why I p r e f e r 

t o sav t h a t we would s tudy a n y t h i n g t h a t was p roposed , 

and a n y t h i n g t •'.at t h e Commission s a i d take a l o o k a t we 

would t ake a l e e k a t . 

3 So ycu w o u l d n ' t r u l e t h a t ou t o u t of hend? 

A No, we wculd n o t . 

2 Okay. N T J , on nages 9 and 10 of your 

s t a t e m e n t and aga i n er 16 and 1"^, you e f e r t o t h e 

s u b j a c t of new ship.-:er l o c a t i o n s and i n d i c a t e t h a t i n 

your t r a c k a g e r i g h t s p r o p o s a l you would be able t o serve 

new s h i p p e r l o c a t i o n s on t h e l i n e . 

A Yes. 

C What i s your d e f i n i t i o n of a new s h i p p e r 

l o c a- i --r ? 

A We^l.. I t h i n k b a s i c a l l y we w-re t r y i n ' r -o 

s i . r p l i a t as w e l l and say t h a t i f a ' d t c * - '."d a 

iiew 1 •• T i were c o n s t i u c t e d t h a t woul ; • i new sh i r -per 
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l o c a t i on. 

3 Would then ycu consider a second f a c i l i t y cr 

plant opened up by a shipper t h a t p resently has an 

e x i s t i n g f a c i l i t y t h a t i s c a p t i v e to e i t h e r Santa Fs or 

SP to be a new shippar l o c a t i o n so long as a separate 

turnout was required? 

A No, and i f the only purpose i n t h a t was to 

avoid what we were saying before, i f youde t a l k i n o 

abcut adding u n i t s on a f a c i l i t y , as an example, ̂ hat 

c o u l i j u s t as well be served by ths e x i s t i n g trackage, 

our r-2sponse to tha t would be no, that would not be a 

new one. 

3 And then how abcut a reopened f a c i l i t y t h a t 

has been shut dcwn f o r a considerable period of tirre? 

A Probably t h " answer i s no. I f there i s a 

switch lead i n place new f c r the Santa Fe cr the 

Southern P a c i f i c t o serve t h i s , then our i n c l i n a t i o n 

w -uld be to cay t h a t i s a f a c i l i t y t h a t v o l u n t a r i l y 

located cn that r a i l r o a d . You know, wede not t a k i n g 

any competition gway frcm t h a t f a l l o w . He knew what h<= 

was doing when he got t h e r e . 

But somebody else i s going -o f o l l o w a l c n g , 

and we're saying the next man who comes along --hould 

have the option of determining whether he wants to te on 

one r a i l r o a d or two r a i l r o a d s cr whir-h of '^-voi-,^1 
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r a i l r o a d s he wants to serve him. But again, t h a t i s our 

philosophy. 

Q And you would draw a d i s t i n c t i o n between that 

shippar and the f i r s t shipper who, because of h i s 

business expansion, demands of h i s market, what have 

you, i s going to erect a new f a c i l i t y and now has seen 

the l i g h t and has decided t o t r y and assure himself some 

compet i t i o n ? 

A We'd nave t o look at the exact circumstances 

of the lead t h a t i s coming out. Why i s the lead b e i m 

b u i l t ? I s i t being b u i l t j u s t to circumvent what he d i d 

befora , or i s i t i n f a c t b a s i c a l l y a new lo c a t i o n ? I f 

i t ' s a new l o c a t i o n with a new switch lead, then we 

would f e e l t h a t wa should be involved i n servina i t . 

MR. DOWD: Thank you, Mr. Craig. 

JUDGE HOPKINS: Anything f u r t h e r , Mr. Roach? 

MR. ROACH: No, Your Honor. 

states ent. 

We would move the admission cf ". ^"-^io 

JUDGE HOPKINS: Any obj'action? 

MP. NELSON: No o b j e c t i o n . 

JUDGE HOPKINS* I t - i l l be received i n 

evidea c<̂ . 

MP. NELSON: W.;;- "-v.- -l-^ssion of 
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Other two e x h i b i t s , SFSP-C-111 and 1 1 2 . 

JUDGE HOPKINSi Any o b j e c t i o n ? 

MR. ROACH: No o b j e c t i o n . 

JUDGE HOPKINS: They w i l l be r e c e i v e d i n 

ev iden c e . 

(The documents p r e v i o u s l y 

marked E x h i b i t Nos. 

SFSP-C-111 and 112 f o r 

i d e n t i f i c a t i o n were r e c e i v e d 

i n e v i d e n c e . ) 

MP. FFMESt The nex t v i t n e s s . Your Honor, i s 

Thomas K. Ca ron , t - u - r - c - n . 

JUDGE HOFK^Nc, r f f the r e c o r d a m i n a t e . 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MP. FEMES: Your Honcr , I have j u s t han-'^d o u t 

copie-; of M r . C a r o n ' s s t a f ^ m e n t w i t h the « r r a t a 

i n d i c a t e d . I w i l l ask Mr. Caron to i n t r o d u c e h i m s e l f 

^nd t h e n read t h e e r r a t a . 

Whereu pon , 

THOMAS M. CARON 

was c a l l e d as a witne.ss by 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 Pac i f - • i l r o a d ^. been • 

d u l y s w o r n , wai; •^'xamined and t • — - ' ' i ' i - ' ' a l l o w s : 

DIRECT EXA.^INATION 

PY " I - . : 
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3 M r . C a r o n , would you s t a t e your f u l l -'ame and 

t i t l e ? 

A My name i s Thomcs M. C a r o n . I am group 

m a r k e t i n g manager o i g r a i n and g r a i n p r o d u c t s f o r Uni^n 

P a c i f i c Sys tem. 

3 Ani do you have any c o r r e c t i o n s t o make cn 

your v e r i f i e d s t a t e m e n t ? 

A Yes, I d o . Peg inn inc w i t h page 2 , l i n e 2 0 , 

where i t p r e s e n t l y reads "UP-5anta Fe r o u t o , " "San-a F 

ro-ute" sho j l d be d e l e t e d and i t ' s "UP i n t < = r l i r e 

rout=>s . " 

Q ; i i t h O u l the hyrhen? 

A Yes. 

Then page 5, t h e r e a r e a number o f changes , j 

On l i n e 3 the number "58" s h o u l d be d e l e t e d ; i t shcu ld 

be " 5 9 . 6 " . L i n e U , th.^ <«nd of t h - s e n t e n c e , "UP w c u l l ^ 

have t o , " t h a t s h o u l d be d e l e t e d . And i t c o n t i n u e s on 

" ;ne 5 , " i n c r e a s e i t s p r e s e n t r a t e t o " v t h a t s h o u l d a l s o 

be d e l e t e d , -..nd i t shou ld read* "A s h i p p . - r v o u l d have 

t o absorb a c o s t o f , " and -he nur.ber w i t h i n t h e 

p a r e n t h e s e s , " f l . l ^ , " should ' r ^ . ' - l . " The ^ .-ct 

word i n t h a t s e n t e n c e , " i n , -

o u t , a n i i t shou ld read " u n l e s - " . 

L ine 6 , i t c o n t i n u e s by U-1^ - i n g "c 

acro-^Ti c-j a t e " and . . . . i t shou l 

ALDERSON REPORTING COMPA ' IY , INC. 
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r edu rad i t s r a t e s t o o f f s e t . " 

S k i p p i n g t o l i n e 8, t h e number " f 1 . 1 6 " aaain 

s h o u d read " ; j l . 6 l . -

Then , moving to l i n e 12 , "UP's $2 ,206 por 

h u n d e d v e i g h t s h o u l d be 37 p e r c e n t h i g h e r , " t h a t shou ld 

be c rossed ' ^ ' ' t and i t shou ld read "The s h i p p e r would 

have t o pay 37 p e r c e n t m o r e . " 

L i n e 25, second f r o m t h e b o t t o m , r a t h e r than 

" o n " t h a t shou ld be "one" . 

0 And w i t h t hose c o r r e c t i o n s made, i s t h i s 

s ta ta ' - .^nt t r u e and c o r r e c - to the b e s t o f your k r -^ - l edge 

ana b e l i e f ? 

A Yes , i t i s . 

CROSS EXAMINATION 

PY " P . HYNES: 

3 GoC m o r n i m . My name i s H i r r y Hyn-'S. I ' m 

a p p e a r i n g on b e h a l f c f th'-^ p r i m a r y A p p l i c a n t s . 

Would you t u r n , p l e a s e , t o page 2 of your 

v e r i f i e d s t a t e m e n t . I ' d l i k e -o d i r e c t y c u r a t t e n t i o n 

t o tha top lin--^ on t n a t page where you set f o r t h the 

v a r i o u s types o f g r a i n which moved i n the San n 

V a l l e y f o r f e t rde r pu rposes . 

Am I c o r r e c t . M i . C a r o n , t h a t c o r n i s 

f r e q u e n t l y used g r a i n f c r f e e d - r p t r p o s e s i n 

Joa qui n Va I l e y ? 

ALDERSON REPORTING COMPANY, INC, 
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A I t h i n k i t i s the primary g r a i n , yes. 

Q And am I also c o r r e c t t h a t one of the reasons 

why corn i s the primary g r a i n i s t h a t the market price 

of corn i s lower than other g r a i n s , <^nrh •» =; barley or 

milo? 

A Not nec e s s a r i l y . I ••hink the primary reason 

f o r corn being used i s perhaps, one, i t ' s 

a c c e s s i b i l i t y . But generally i n a p o u l t r y r a t i o n barley 

i s an unacceptable feed. 

3 I s i t also t r u e t h a t i t takes l a s s corn than 

one of these other grains to f a t t e n a chicken f o r the 

harv a s t , or anothar type of l i v e s t o c k ? 

A No, I dun'*- think t h a t t h a t ' s necessarily th = 

case. I t h i n k corn and milo are g n i t e interchanaeall'^ • 

I t ' s a matter of p r i c e r e l a t i o n s h i p . '^arley i s the same 

-- i t has the same r e l a t i o n s h i p when i t i s used i n 

c a t t l ? feeding, but t h a t would p e r t a i n only to c a - t l e 

,g. And c e r t a i n l y barley i s the na t u r a l preference 

f o r d a i r y . 

3 Now, as between corn and milo , you said that 

they're interchangeable as f a r as a g r i c u l t u r a l t a c t 

are concerned, but the reason why corn would be 

pr e f e r r e d over m i l o , t h a t would be p r i m a r i l y cn a cost 

basis? 

A Well, i t ' s a p r i c e r e l a t i o n s h i p , yes. 

ALDERSON REPORTING COMPANY, INC. 
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Q Where does the corn th a t moves i n t o the San 

Joaquin Valley e r i g i n a t i n g on the UP o r i g i n a t e , what 

geographic locations? 

A Generally Midwestern, Nebraska. 

3 That would be Nebraska, Iowa? 

A P e r i p h e r a l l y Iowa, but generally at t h i s p c i n t 

from the UP system i t would be generally Nebraska. 

0 Does Santa Fe serve Nebraska? 

A Yes, Superior. 

3 Does Santa Fe o r i g i n a t e much corn moving tc 

the San Joaquin Valley from t h a t l o c a t i o n ? 

A I would say that it's a little difficult for 

me tc respond specifically tc that, because I'm not 

privy to the "^anta Fe's records. I'm not sure what they 

would move from where. I do kno» that they originate a 

large volume of grain out cf Superior. Which part of it 

is corn --

Q Put ycu don't knew whether or nc- tr.at corn 

moves to the San Joaquin Vallay? 

A I wculd l e l i e v e t h a t some does. I don't know 

how m u ch. 

3 Does Santa te also o r i g i n a t e corn i n west 

Texas f c r movement to the San Joaquin Valley? 

A They have i n the past, yes. 

Q Do you know i f they do today? 

.ALDERSON REPORTING COMPANY INC. 

20 F ST., .-I.W., WASHINGTON, D C. 20001 l202i 628-9300 
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ft 1 A I c o u l d n ' t say f o r sure i f t h e y are d o i n g i t 

2 r i g h t t o d a y , 

3 0 So today Santa Fe does i t s e l f have the a b i l i t y 

* to o f f e r s i n g l e l i n e s e r v i c e on corn shipments t o the 

5 San Joaquin V a l l e y j i r that correct? 

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

7 Q And the t r a n s a c t i o n t e f o r e the Commission in 

8 t h i s proceeding i s not going to enhance t h a t a b i l i t y 

9 any, i s i t ? 

10 A Say t h a t a g a i n , p lease? 

11 3 The t r a n s a r - t i o n t h a t i s b e f o r e t h e Commission 

12 i n t h i s p r o c e e d i n g , a merger w i t h Southern P a c i f i c , f r o m 

13 the Santa Fe ' s p e r s p e c t i v e i s no t g o i n g t o g i v e Santa Fe 

14 the a b i l i t y t o o r i g i n a t e c o r n moving i n t h e San Joaqu in 

15 V a l l a y t h a t i t d o e s n ' t have t o d a y ; i s t h a t c o r r e c t ? 

16 A The t r a n s a c t i ; ) n w i l l n o t enhance the 

17 o r i g i n a t i n g a b i l i t y . I t w i l l ^.ure enhance th^^ i r 

18 t , a t i o n a b i l i t y . T h e y ' r e v i g o r o u s l y compe t ino t c J a y 

19 w i t h t h e SP f o r d e s t i n a t i o n movements. "'hat c e r t a i n l y 

20 i s n ' t g o i n g t o be the case i n the f u t u r e . 

21 Q L e t ' s (.1 ; ey f o r a moment. Where i s 

22 t h a t produced? 

23 A B a r l e y i s g e n e r a l l y produced i n Idaho and 

24 Montana . 

25 3 Do e i t h e r Santa Fe or Southarn P a c i f i c 

Z.LDERSON REPORTING COMPANY, INC. 
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those po in t s - - serve those s t a t e s , excuse me? 

A Not on an o r i g i n bas i s , no. 

Q Do you Know whether e i t h e r Santa Fe or 

Southarn P a c i f i c have access tc any s i g n i f i c a n t amount 

o f barley f o r o r i g i n a t i o n ? 

A On a j o i n t ba s i s , yes, not on a d i r e c t ba s i s . 

Santa Fe does have some d i r e c t basis i n Colorado, but 

t h a t would be the only place tha t I 'm aware o f . 

") And on a j o i n t b a s i s , what sources are you 

r e f e r r i n g to? 

A P r i m a r i l y Montana, SF and ^ N . 

3 I no t i ce at the top ef page 2 you say "and 

occas iona l ly wheat moving to the San Jcaquin V a l l e y . " I 

take i t you 'd agree w i t h me t h a t wheat i s n ' t a 

s i g n i f i c a n t feed g r a i n , at leas t i n s o f a r as the "̂ an 

Joaquia V a l l e y i s . concerned 

A T would agree t h a t i t i s not a s i g n i f i c a n t 

f a c t o r when moved -̂ rom the o u t s i d e . I t i s a s i g n i f i c a n t 

compoa^nt w i t h i n the v a l l e y because of i t s being 

produced t h e r e , but i t ' s not a s i g n i f i c a n t f a c t o r when 

cons i ! moving from ou* : )H other s t a t e s . 

Q Let me d i r e c t your a t t e n t i o n to the next 

paragraph on page 2, where you discus- • - var ious r a i l 

r o u t i n g s f o r the feed orain? tha t move i n t o the San 

Joaquin V a l l y . .»" i you . . - t there twe rou t ings 
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i n v o l v i n g UP, UP to Stockton and thence t o Santa Fe, and 

the UP to Ogd^n, thence to the Southern P a c i f i c . 

Am T c o r r e c t t h a t the Stockton r o u t i n o 

provides UP a longer haul than the Ogden routing? 

A Yes. 

3 And you s t a t e i n your v e r i f i e d statement that 

the r o u t i n g f c r Cgden nas the same t a r i f f r a t e attachsd 

to i t as the r c u t i n g via Stockton? 

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

3 Do you know approximately what the d i v i s i o n 

f o r S=»nta Fe i s on a movement over Stockton? 

A Not r i g h t offhand, I don't. 

3 I _ I suggested a f i o u r e around 20 percent, 

would I be out of the ballpark? 

A You would be raasonably c l o s e , maybe a l i t t l ? 

on the high side. 

0 With respect to the r o u t i n g over Cgden on th-^ 

^ uthern P a c i f i c , do ycu know what the d i v i s i o n i s that 

Southarn P a c i f i c generally receives on tha t p a r t i c u l a r 

r o u t i n g ? 
A I t ' s oV^r h a l f . 

3 So the Sou thern P a c i f i c ' s i s ove r h a l f . 

Are •-hese moveme.its which UP pa r t i c i oa t«'.• i n 

today , e i t h e r ever S t o c k t o n or over Ogden, p r o f i t a b l e t c 

the UP? 
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. ^ ^ m h L e t ' s focus on the Sp r o u t i n g s now tha t are 

l i s t e d on page 2 . F i r s t of a l l , l e t ' s look at the j o i n t 

r o u t i n e w i t h the UP. S p e c i f i c a l l y what g r a i n products 

move over t h a t route? 

A Via Ogden? 

Q Tes . 

A P r i m a r i l y corn and to a somewhat l i m i t e d 

K seme b a r l e y . 

0 And these are gra ins which o r i g i n a t e i n state's 

t h a t are not served by SP t o d a y j i ^ t h a t cor rec t? 

A Th.^t's correc t . 

Q And I no t i c e you also have l i s t e d here on page 

2 the s o - c a l l e d Tucuracari r o u t e . Cotton Be l t -SF . 

A P i g h t . 

3 Can ycu t e l l me hew much, i f any, g r a i n 

c u r r a i t l y moves over the Tucuncari rou te to the San 

Joaquin Val ley? 

A I c a n ' t t e l l ycu s p e c i f i c a l l y , but I know 

th?re i s a high l e v e l of in te resc by th'- ' o rciT-o the 

gra in over these, and i t wculd como e i t h e r cut of Kansas 

or ovar Kansas C i t y . In term.s of volume, I c o u l d n ' t to 

sure , but I would say that i t ' s c e r t a i n l y a f a c t o r . 

Q Would you say t h a t ^ route ever Tucumcari 

i s more or l^r^r e f f i c i e n t than a r o u t i n g v: , • -̂̂  c e n t r i l 
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8 1 0 6 

c o r r i d o r ? 

A We. . l , I would say i t ' s l a s s e f f i c i e n t , b u t 

t h a t h a s n ' t been a m a j c r d e t e r r e n t f r o m d o i n g i t i n the 

p a s t . 

3 Doing what i n t h e pas t? 

A For t h e SP t o p r e f e r t h e i r Tucumcar i r o u t e and 

t o p r i c e i t t c make themse lves c o m p e t i t i v e t h a t way. 

Q But you c a n ' t t e l l me whether o r not t h i s 

p r i c i n g has been s u c c e s s f u l i n s o f a r as g r a i n movements 

i n t o San J o a q u i n i s c o n c e r n e d , i s t h a t r i o h t ? 

A W e l l , what do you mean by " s u c c e s s f u l " ? 

3 W e l l , I asKed you a few momT în-a .i uo o t h e r o r 

n o t you c o u l d t e l l me i f any s i g n i f i c a n t amount o f g r a i n 

i n f a c t moves. 

A Maybe you c o u l d d e f i n e , what do you c l a s s i f y 

as " s i g n i f i c a n t " ? I ' m n o t s u r e . 

3 L e t ' s say 500 c a r l o a d s a y e a r . 

A I would say t h e r e i s t h a t much. 

But you d o n ' t know? 

I d o n ' t know f o r s u r e . 

Now, when teed g r a i n i s moved by r a i l over one 

o f these r o u t e s , l e t ' s say to a p o i n t such as F r e s n o , 

hew does i t reach the u l t i m a t e consumer? 

A When i t ' s moving t o -"resno t o d a y , I t h i n k i t ' s 

t e r m i n a t i n g r i g h t a t t h e consumer ' s f a c i l i t y . 

ALDERSON REPORTING CCMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. -20001 (202) 628-9300 
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3 You're t e l l i n g me t h a t the r a i l r o a d s serve a l l 

o f these consuming f a c i l i t i e s d i r e c t l y ? 

A Between the SP and the Santa Fe, yes, i t h ink 

they d o . There may be some except ion I 'm not aware of 

r i g h t o f f h a n d , but they c e r t a i n l y can . 

3 W e l l , i f a farm i s not located r i g h t on a r a i l 

l i n e , hew would i t move? I t wculd move by t r u c k , 

wouldn ' t i t ? 

A I f what? 

Q I f a f a r m , a p o u l t r y farm — l e t ' s take a 

p o u l t r y f a r m . I f i t were not located r i g h t on a 

r a i l h e a d , what would happen once tne snlpment a r r i v e d by 

r a i l ? I t would have to ba loaded onto a t ruck and 

d e l i v e r e d down the road to the f a r m , wou ldn ' t i t ? 

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

3 Do you know i f i n f a c t such movement- take 

place down i n the '̂ "an Joaquin Val ley today? 

A Sure., they do. 

Q Do you know wha^ the t ruck ra te would be on a 

movemant, l e t ' s say from Fresno, a movement terminated 

by Santa Fe i n Fresno and ther farm 30 miles away? 

Do you know what t ruck t i t ^ would apply t c tha t 

t r a r i s - l oad operat ion? 

A V e i l , b a s i c a l l y i n the d iscuss ions t h a t we had 

as a •natter of t r y i n g to mainta in our market 

ALDERSON REPOkTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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i n f o r m a t i o n , the people t h a t we deal with i n C a l i f o r n i a 

t e l l us t h a t i t i s roughly |1.15 a m i l e . 

3 Farther down on page 2 i n tha t same paragraph, 

you s t a t e : "Once the SP and Santa Ke merge, i t seems 

l i k e l y t h a t the UP i n t e r l i n e routes would be closed cr 

pricad i n a manner so as not t o be competiti/e w i t h the 

new system, lea-.'ing the San Joaquin grain receivers with 

no competitive a l t e r n a t i v e to the merged SP-Santa Fe." 

I take i t from the c o r r e c t i o n t h a t you put 

i n t o the record t h i s morning t h a t i t i s your b e l i e f that 

i t seams l i k e l y t h a t both the Stockton r o u t i n g i n v o l v i n g 

Santa Fe ana the Ogden r o u t i n g i n v o l v i n g Hi' w i i l Le 

closa3? 

A I th i n k t h a t i s a p r e t t y good l i k e l i h o o d , yac , 

or c e r t a i n l y priced i n a manner t h a t accomplishes the 

same t hing. 

0 Well, assuming bcth ef those routes were 

closai , wh°re w i l l Santa Fe and Southern P a c i f i c f i n d 

barley to d e l i v e r to the San Joaguin Valley? 

A As f a r as barley i s concerned, they can come 

out of "ontana. 

Q And what r a i l r o u t i n g would be involved 

thera? 

A BN-SP. 

0 Could you t r ace f o r me the route that that 

ALOERSON REPORTING COMPANY INC. 

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

A I t wculd come out of probably Great F a l l s , 

Montana, gene ra l ly over Por t land wi th tha SP. 

Q I s t ha t r o u t i n g more or less e f f i c i e n t than 

the c u r r e n t r o u t i n g , UP-Ogden-SP? 

A I t h i n k i t ' s less e f f i c i e n t , but t h a t ' s where 

the predeminant ba r ley mcement i s today. 

0 And i t ' s your op in ion t h a t a f t e r t h i s merger 

tha t Scuthern P a c i f i c or the merged c a r r i e r wi!~h«- to 

work w i t h a d i f f e r e n t c a r r i e r ever a less e f f i c i e n t 

r o u t i n g than the r o u t i n g whic'^ i t p a r t i c i p a t e s i n today 

ove r 0 gden ? 

A I t probably depends on the personnel more tfian 

anj t h ing e l s e . 

Q On the - -

A Personnel, whether i t i s Santa Fe people 

involved or SF people. 

3 Could you explain t h a t answer a li'- i-? 

A Well, 1'" i t ' s SP personnel, curre^ntly I would 

s'.y t h a t the • who are managing the grain a f f a i r s 

f o r the SP, t h o i r i n c l i n a t i o n wouli to do 

other than work with '•he UP. They have demonstrated 

t h a t . 

3 That's the 

A Tes. 

ALDERSON REPORTING COMPANY, INC. 
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3 And why aren't they working with BN over 

Portland today? 

Q But they are alsc working w i t h the UP over 

Ogden, are they not? 

A Only when they have t o . 

Q Are you moving a s i g n i f i c a n t voluir.- of t r a f f i c 

over t h a t route? 

A Not w^th them, no. 

3 You s a i d o n l y when they have t o . Wh^n dees SP 

have t o work w i t h UP over Ogden? L e t ' s t=«ke ^ b?-r ley 

move a g a i n , r i n c e we were t a l k i n g abou t b a r l e y . 

A I f we sa t up — b a s i c a l l y , i t ' s a f u n c t i o n , I 

guess , of when g r a i n i s a v a i l a b l e and where i t ' s 

a v a i l a b l e . I f g r a i n i s a v a i l a b l e i n o l e n , they d ) n ' -

have t o . I f i t ' s no t a v a i l a ^ l - i n Og-I^n, which i s net a 

l a r g e p r o d u c i n g area o f b a r l e y , i t has to come, 

• j e n e r a l l y t h e m a j o r i t y o f t h e b a r l e y has t o come, f rcm 

somewhere el«; , p r i n c i p a l l y Id^ 'ho . 

When tha b a r l e y -onnag^ 

Lg-ien, -hen g ' ^ n o r a l l y i t p r o b a b l y be-

e i - ' i - T i c a l t e r n a t i v e t o work i n c-.. • 

j o i n t l i n e b a s i s . 

0 I ' d l i k * . -o ask ycu seme q u e s t i o n ; : abou* 

r - a i l - t r u c k o ••ion whi '-h you ana lyze i n .. 

ALOERSON RFOORTING COMPANY INC 

20 F JT N W , WASHINGTON, D C. 20001 (2021 628-9300 
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s t a t eaen t . In pe r fo rming t h i s a n a l y s i s , you assumed the 

c o n s t r u c t i o n of an e l e v a t o r at S tock ton , C a l i f o r n i a ; i s 

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

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

Q Doesn't OP serve po in t s south of Stockton 

whicn are c lo se r i n t o the San Joaguin Valley? 

A l u r l o c k . 

Q And Modesto i s n ' t as c lose as T u r l o c k , but 

Modesto i s another p o i n t tha* i s c l o s e r than Stockton , 

i s n ' t tha t r i g h t? 

A I guess i t would be. 

3 I f i n f a c t UP were a c t u a l l y tc implement the 

op t ion t ha t you discuss i n your t e s t imony , wouldn ' t you 

loca t? t h a t e l e v a t o r a t Tur lock i n order to cut down the 

t ruck costs? 

A We already ho ve a f a c i l i t y i n Tu^-lock. 

JUDGE HOPKINS: Would you speak up, p lease . 

THE WITNESS: Wa c u r r e n t l y hava a f a c i l i t y i n 

Tur lock t ha t we se rve . I t h i n k i n my analys is I am 

responding to a statement tha t vas made by * r . Anderson 

suggest ing tha t UP could move the g r a i n t o Stockton and 

compete i n t o the San Joaquin V a l l e y . 

BY MR. HYNES: (Resuming) 

Q Could ynu t e l l me s p e c i f i c a l l y wh'='re Mr. 

Anderson suggested an e l eva to r at S t o c k t o n ' 

ALDEkSON REPORTING COMPANY, I.JC. 

JO F ST., N.W., WASHINGTON, C C. 20001 (202) 628-9300 
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A He s p e c i f i c a l l y d i d not suggest an e l e v a t o r . 

Howevar, I'm responding i n terms of the statement that 

he did make, and t h a t i s we b a s i c a l l y have an 

a l t e r n a t i v e of going t o Stockton, contiuuing i n t o the 

consumption area, which i s b a s i c a l l y i n the Fresno area 

a l i t t l e f u r t h e r south, on a j o i n t l i n e basis e i t h e r 

thrcuoh trackage r i g h t s or by a truck t r a n s f e r o p t i o n . 

Q Let me r e t u r n to your statement about 

T u r l o c k . You s a i l you already serve a f a c i l i t y at 

Turlock? 

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

0 Does UP i t s e l f have a g r a i n storage f a c i l i t y 

there? 

A 

D 

A 

Q 

A 

3 

minute . 

No, UP does not. I t ' s not owned by UP. 

Who owns the f a c i l i t y ? 

Foster . 

Foster Farms? 

(Nods a f f i r m a t i v e l y . ) 

W e ' l l t a l k about them a l i t t l e more i n a 

I : ware to i n s t i t u t e a t r u c k - r a i l se rv ice 

and were to f i n d i t necessary to cons t ruc t an e leva tor 

c f i t s own, wou ldn ' t i t make f a r more sense f o r you, f o r 

the movements y o u ' r e t a l k i n g about i n your t e s t imony , t o 

locate tha t e l e v a t c r a t Turlock? 

ALOERSON REPORTING COMPANY INC. 

20 F ST., N.W., WASHINGTON, D C. 20001 (202) 628-9300 
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8 1 13 

A I t makes sense t o get as close t o the 

consumption area as yon can, sure. 

Q And t h a t would be Turlock r a t h e r than 

Stockt on 

A Well, yes, I t h i n k as f a r as you want to be as 

closa to the area of consumption as you can- The UP i s 

not considering b u i l d i n g a f a c i l i t y . 

3 I understand t h a t . 

I'd l i k e t o d i r e c t your a t t e n t i o n to page 3, 

wh^re you c a l c u l a t e tha various -osts involved. Let me 

f i r s t ask, am I co r r e c t t h a t there were no work papei.3 

underlying any of the f i g u r e s ct <_d leu l a t icns that ycu 

have on pages 3 to 6? 

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

0 Did you obt a i n any bids or estimates from a 

co n s t r u c t i o n f i r m to help you a r r i v e at the f i g u r e of 

f2.5 m i l l i o n f o r an e l e v a t c r ? 

A Not formal b i d s , but I did t a l k t o 

c o n s t r u c t i o n f i r m s about i t , yes. 

3 Did you take any notes of your conversations 

with them? 

A In my conversations with tliem, I wor'-ed .'rem 

tb» standpoint of, I had worked up numbers i n advance of 

t h a t i n terms of t r y i n g to make an assessment of what we 

believed throuch our contacts with g r a i n companies and 

ALOERSON REPORTING COMPANY, INC. 

20 F ST., N W., WASHINGTON, D.C 20001 (202) 628-#300 
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c o n s t r u c t i o n peop le what a r ea sonab le e s t i m a t e wou ld be 

i n ta rms o f the c o s t o f the f a c i l i t y . 

C Ycu s a i d you worked up t h i s e s t i m a t e y o u r s e l f 

f i r s t . Did ycu t l i e n speak to one o r more c o n s t r u c t i o n 

f i r m s about what t h e y t h o u g h t t he p r i c e wou ld be? 

A T e s . 

3 And I baliave I ask?d you, did you take any 

notes, w r i t e down what they t o l d you? 

A Sure. 

3 Why were they not provided t o us as work 

papers ? 

A Were they -sked for? 

3 Well, there i s a standing r e g u l a t i o n i n these 

proceedings t h a t anything t h a t i s a work paper t h a t 

u n derlies a f i g u r e has to be produced along with your 

v e r i f i e d statement . j ^ ^ g ^ ^ ^ ^ ^ 

A I think t h i ™ J / f f-onst rue t i o n , a 

r-^ccns t r u c t i o n of the numbers. 

3 Yes. 

MR. ROACH: Your Hoaor, i f t h e r e are any work 

papers t h a t w e r e n ' t l o c a t e d , w e ' l l be g l a d t o p r o v i d e 

them. We r eques t ed t h a t t h e wor.. papars he s u b m i t t e d 

and we handed over t o the A p p l i c a n t s a l l t h e work papers 

t h a t a very w i t n e s s s u b m i t t e d . W e ' l l he g l a d t o t ake 

ano the r l o o k . 

ALDERSON REPORTING COMPANY, INC. 
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0 

JUDGE HOPKINS: Thank y o u . That w i l l save us 

t i m e . We w o n ' t was te t i m e , t h e n , on t h a t p a r t i c u l a r 

p o i n t . 

BY MR. HYNES (Resuming) 

Q W i t h r e s p e c t to t h e e l e v a t o r you d i s c u s s , I 

n o t i c e you s e l e c t e d a 10,00C t o n c a p a c i t y . 

A f h a t ' s c o r r e c t . 

3 Which you equate t o 1.36 u n i t g r a i n t r a i n s . 

About how h i i r y c a r s i s t h a t ? 

A Roughly 100. 

3 I t ' s a r a t h e r l a r g e e l e v a t o r , i s i t no t ? 

A No, i t i s n o t . As a ma t t e r o f f a c t , i t i s 

r a t h e r s m a l l . 

3 I s i t you r t e s t i m o n y t h a t an e l e v a t o r o f t h i s 

s i z e w o u l d a b s o l u t e l y be r e q u i r e d i n o r d e r t o handle t h e 

g r a i n which you c u r r e n t l y hand le w i t h Santa Fe over 

S t o c k t or ? 

A I t h i n k i n o rde r t o compete i n an area such as 

t h e San Joaqu in V a l l e y , t h i s i s t h e minimum s i z e ef 

f a c i l i t y t h a t . o u l d be r e q u i r e d . 

3 I s n ' t i t t r u e , " r . Ca ron , t r a i n i s 

c u r r e n t l y t r a n s - l o a d e d a t c e r t a i n p o i n t s d i r e c t l y f r cm 

t h e r a i l r o a d t o motor c a r r i e r s f o r f i n a l d e l i v e r y 

w i t h o u t the use of an e l e v a t o r at a l l i n t h e San J o a q j i n 

V a l l e y ? 

ALDERSON RlPOkTlriG COMPA INC 

20 F S- , N.W., WASHINGTON, DC. 20031 (202) 628-9300 
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8116 

mmmm 

A ^^^THWw i n the past there have been some 

instances, but I'm not sure t h a t t h a t i s happening 

today. At least I'm not aware of where they are. 

Q But you're not c e r t a i n t h a t i t i s not being 

done today? 

A Not absolutely c e r t a i n . 

3 I f UP were to con s t r u c t the elevator t h a t you 

t a l k about i n your testimony, what would the us e f u l l i f e 

of t h a t e l e v a t o r be? 

»A Probably 15 to 20 years. 

Q In your o p i n i o n , would such an elevator need 

to be replaced i n 15 or 2C years? 

A " a j o r m o d i f i c a t i o n s would be very li k e l ' - -

during t h a t process yes, not p h y s i c a l l y replaced ef and 

by I t s e l f . 

Q When you r e f e r to major m o d i f i c a t i o n s , what dc 

you have i n mind t h e r e , heavy repairs? 

A Yes. 

3 And i f a p r o j e c t , any type of p r o j e c t on the 

UP, has a u s e f u l l i ' ^ of 20 years, i s i t customary tha-

t h a t s o r t of c a ^ ' i t a l p r o j e c t i s goi.ng to be financed 

ever a ten-year period rather than the perioa of i t s 

useful l i f e ? 

A Well, again, UP i s not going to be b u i l d i n g 

i t . I n our experiences with the g r a i n company t h a t i s 

ALDERSON REPORTING COMPANY, INC. 
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81 17 

l o o k i n g a t do ing the c o n s t r u c t i o n , based on -he 

e x p e r i e n c e we h a v = , t h i s i s t he f o r m a t t h a t they would 

l o o k a t . We're l o o k i n g a t b a s i c a l l y a t e n - y e a r 

s c h e d u l e , and i f i t d o e s n ' t r e p r e s e n t a v i a b l e 

a l t e c a a t i v e * an economic a l t ' 3 r - a - i v o w i t h i n t h a t t i m e 

f r a m e , t n e ^ t n e y ' r e not v e r y i n t e r e s t e d i n d o i n g i t . 

3 W e l l , my q u e s t i o n was more g e n e r a l . I was 

d i s c u s s i n g c a p i t a l p r o j e c t s i n genera l on th- -on 

P a c i f i c , and where the Unicn P a c i f i c has a c a p i t a l 

p r o r ? s I t -^oesn nec l l y hav^ to t e a e r a i n 

e l e v a t o r - - a p r o j e c t t h a t has a 2C-year u s ' ^ f u l l i f ° , i s 

i t tha Union P a c i f i c ' s r ract ic*-- t o f i n ^ n c p t h a t or 

a m o r t i z e i t ovar a p e r i o d o f t e n years r a t h « r thar- the 

2 0 - y a i r u s a f u l l i f e ? 

A I ' m no t sure t ha - I can answer t h a t . I d o n ' t 

know t h e answer t o t h a t . 

Q I n any ev.-^nt, i i i n f a c t - h i s e l e v a - c r , t h i s 

h y p o t n e t i c a l e l e v a t o r , were c o n s t r u c t - . 1 ind f ina ' ' 'Ce . l 

ove r t e n yea rs and had a u s e f u l 1 ' • or.-w'-at l o n g - ^ r , 

t h e n i n year ^lev=-n the c o s t s a .-scci-^----d w i t h th<^ 

e l e v a t o r w o u l i di - ^ - - . ; - , -r - r - * 

A Th r *: • 3 c c r rec t . 

3 And i f you c o n s t r u c t e d t h i s e l e v a t e a t 

S t o c k t o n or T u r l o c k cr some ot h e r l o c a t i o n , i t vo;3ld b« 

a v a i l a h l e not o n l y to serve customers which UP c u r r e n t l y 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-930<i 
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serves i n c o n n e c t i o n w i t h t h e Santa Fe, b u t t o s^rve 

o the r UP cus tomers i n ^he area as w e l l , would i t ne t? 

A No, I w o u l d n ' t agr^e w i t h t h a t . A g a i n , UP i s 

n o t c o n s t r u c t i n g t h e e l e v a t o r . I t ' s a p r i v a t e 

f a c i l i t y . I t ' s not v e r y common f o r peop l e to share 

t h e i r f a c i l i t y a r o u n d . 

Le t me' a i v e you an exa.mple. L a t ' s say C a r g i l l 

c o n s t r u c t s t h a - f . a c i l i t y . C a r g i l l i s not ve ry l i k e l y t c 

- - i t has to r e p r e s e n t a v i a b l e economic a l t e r n a t i v e f o r 

them. There i - a r eason f o r making t h a t i n v e s t m e n t . 

C a r g i l l i s ne t about t c go around o f f e r i n g -ha t f a c i l i t y 

t o i t "a compet:' * - -

Q l e t ' s t u r n t c page ^ c i your v e r i f i e d 

-;=T p n t . " ' d l i k e t e d i r e c : your a t t e n t i o n tc t h e 

t h i r a l i n e on t h e p a g e , wh'-'r.: you • • - h a t your 

(?n3lySiS assuni-s t r u c k i n g ces t r . o f f 1 . l 5 r » r r u n n i n g 

mi l ' : - . Dc yo.i . •• he r e f e r e n c e t h e r e ? 

A Yes. 

3 Did you c o n ' r t ; o l i c i t b id s f r c m any 

t r u c k i n g f i r m s tc a r r i i . e a t t h i s p r l c - ? 

A N'ot ''irectly ^rom any tracking ''iriis, ".^ . 

C Who " 

A Grc.iu c o m f a n i c s , g r a i n companies wh-? i n 

t h - h ' j s i n e s s o f w- i rk inc on t r n c k - r ' = ' ' ' - - , ',•>-.-

v o l v e d i n moving t r u e •/ a r .t o L 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N,W., WASHINGTON, D C. 20001 (202) 628-'/300 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

12 I 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

81 19 

p r i m a r i l y the '^tate of C a l i f o r n i a . 

'3 Can ycu t e l l me what companies you contacted? 

A I hava t a l k a 1 with Foster, Secular, C a r o i l l . 

0 Did ycu take any notes o* y-ur conv ers-"t ions 

with these i n d i v i d u a l s ? 

A No. 

3 Did you conduct any i ndependen t ' t u d y c f t r u c k 

cos t s f o r t h i s movement? 

a No. 

3 I s i t your t e s t i m o n y t h a t t r u c k i n g f o r t he 

types c f g r a i n movements w e ' r e d i scu*- - i - i here i s no t 

a v a i l a b l e i n the San J c a q u i n V a l l e y f O ' s 

t h a n J1 .15 a r u n n i n n m i l e ' 

A Would yoo pl ' -ase r epea t t h a t 

3 I s i t your t<=sti-nony, basad on your a n a l y s i s 

and t he c o n t a c t s t l i a t you have descr , t h a t t r u c k i n g 

f o r t h e mo7em=-nts t h a t we .-̂ re d i s cu s . s i " " i ^ r^ , -.;cvpments 

f--:im say S t o c k t o n t o a p o i n t i n t ' J c a c u i n V a l l e y , 

i s not a v a i l a b l e a t a r a t e l e s s than T1 • 1 Per r u n n i m 

n i l e ? 

A No, TI y t e s t i m o n y i s based on t h e exampl *• • 

I hav^ g i v e n , t h a t t h ' - t i c t e d ccs 

t r u c k t r a n s p o r t a t i o n wculd Le. 

Q h i ' i s j u s t one example? 

A Th i s i s => n e xa,TIp 1 --̂ . 

ALDERSON REPORTING COMPANY INC. 

20 F ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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3 I ' d l i k e to look at tha t example, samplf-

movemant, a l i t t l e more ca . . .eful ly w i t h you. I n o t i c e 

t h a t ycu se lec ted a round t r i p movement f rom Stockton t o 

Fresno. 

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

3 Does a l l of the g r a i n which you handle i n 

connect ion w i t h the Santa ~e today cvpr Stockton gc to 

Fresno ? 

A No, soma of i t goes f u r t h e r south than 

Fresno. 

Q Some of i t also goes her n o r t h , t e rmina tes 

f u r t h a r north? 

A Yes, I b e l i e v e i t would . 

3 But i n your tes*-imony you hp.ve appl ied the 

t ruck costs f o r a Fresno movement to the t o t a l tonnage 

which UP and Santa Fe handle together today, i s tha t 

r i g h t ? 

I used Fresnc as a base because i t repr-^sents 

probably the center of th-_ consumption a rea . 

Q I n your o p i n i o n , t h ^ n , s i r , the primary *eed 

grain consuming count ies i n C a l i f o r n i a are located about 

. ; cr'->m Stoc'f' ••r*5-,no? 

A I would say the cen t - r t f - consumption area 

i s in the Fresno area, yes. 

; I ' d l i k e to di rec* ycur a t t ' ^n t i cn two ] 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N.W,, WASHINGTON, D C. 20001 (202) 628-9300 
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below you r e f e r e n c e t o F r e s n o . You have s e l e c t e d a 

volume ef 200,000 tons per y e a r . 

A " i g h t . 

3 Has UP hand led 200 ,000 t o n s per year o f o r a i n 

i n c o n n e c t i o n w i t h the Santa Fe over S t o c k t o n ? 

A I c a n ' t t e l l you e x a c t l y , b u t T would say t h a t 

we must be app roach ino a l l of t h a t t h i ' : year,- y e s . '>'=> 

c e r t a i n l y do hand le more than t h a t i n c o n j u n c t i o n w i t h 

t h ^ SP. 

0 So your f i g u r e of 200,000 tons i s your 

p r o j e c t i o n of tonnage that would be t r u c k e d , assumino 

both the Ogden-SF touting and the Sanca F e - l P r o u - i n a 

ever Stockton were c a n c e l l e d , r i g h t ? 

Q No? 

A No. Tha 200 ,000 r e p r ' f S ' . i n o r d e r to 

c o n s t r u c t a f a c i l i t y , th'.^ I ' n ' - ^ ' i " volume t o make '•he 

f a r - i l i t y '^ven w o r t h co: - m g . 

3 So i t ' s no t t i e d i n any way t o tb<~. volume you 

are h a n d l i n g today wi- the p r i m a r y A c p l i r r t - ? 

A Th'-' ' - o r r e c t , ' • -;t . 

Q T ' d 1 ik;:; t o r -.n t o 

pleasa. You answered my f i r s t gu'-st-ien by co r i ' '> 

th« 1'' .16 to $1 .61 . 

I s I ' ' - " ' .• • . ch you -'uc-'--' on 

ALD'.RSON REPORTING COMPANY INC 

20 F ST , N W WASHINGTON D C. 20001 '202) 628-9300 
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t a r i f f rate? 

A Yes, i t i s . 

3 I s i t a s i n g l e car r a t e or a m u l t i p l e car 

rate? 

A I t ' s a m u l t i p l a ca r r s t e , 7=i-car r a t e . 

Q 75-car u n i t t r a i n r a t e ? 

A Tes. •^Smm 
3 Do the movemr-nf which you c u r r e n t l y handle i n 

con j u n c t i o n with Santa Fe and/or SP move under 

c c n t r i c t ? 

A Some do, ye". 

3 A s i g n i f i c a n t p o r t i o n o f • * o t a l ? 

A I would S'- 'jn i f i c a n t , y*-. . 

Q And t o 1 a r T^-r ' -u . ' t cners l i k e Fos t e r Farms th 11 

you mant ioner" , i-* of movem.>nts w o u l i riov-^ m i r 

contr^'S'^ r a t h e r t h i n t h e t a r i ' . wculd they not? 

A Yes, t:;--.;y ar^ a t -h ' , . • - ' • 

3 Am T corr'^'^-* -ha t the COF'' • • ' 

Yes. 

'.'ould ycu t • • ' how 

: c<̂  Jldn ' t - -.11 you 

.-n p-T' 

You • ent ioned f o; Wh <=> r I.- 1 

ALDERSON REPORTING COMPANY, INC. 

20 F ST., N W., WASHINGTON, D.C. 2 . 001 (202) 628-9300 
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t r a ins 

A 

3 

A L i v i n g s t o n , C a l i f o r n i a . 

^ ^ ^ ^ Q And you menticnsd Turlock before i n connection 

w i t h Foster Farms. 

A That s r i g h t . 

3 I s t h a t the f a c i l i t y t o wh ich you d e l i v e r u n i t 

Fos te r Farms? 

Yes, we d e l i v e r some t h e r e . 

And t h i s f a c i l i t y i s w h a t , about ^0 m i l e s 

south Cf S tock ton? 

A I t sterns t o me i t i s l e s s t han t h a t , maybe 30 , 

3 5 . I t ' s not a g r e a t d i s t a n c e . 

3 Am I c o r r e c t , s i r , t h a t F o s t e r Far.Ts 

merchandises some o f t he g r a i n which i s d e l i v e r e d t o i t 

t o oth '- ' r consumers f -om t h a t f a c i l i t y a t T u r l o c k ? 

A T h a t ' s c r r r e r t . 

Q And are they d e l i v e r i n g t h a t g r a i n which they 

merchandise t o o t h e r f a c i l i t i e s by t r u c k ? 

A Yes. 

0 Are you aware t h a t F o s t e r Fsrms has s o l d feed 

g r a i n s f r o m t h a t f a c i l i t y t o consumers as f a r away as 

Corcor an? 

A Ne , I 'm n o t ftwarc^ of t h a t . I 'm a c t p r i v y to 

what th»:r^r d i s t r i b u t i o n p a t t e r n m i g h t be. I knew the 

m a j c r i t y o f the g r a i n t h a t they move t i i r o u g h t h e r e goes 

t o t h = i r own f a c i l i t y i n L i v i n g s t o n . 

ALDERSON REPORTiNG COM.>ANY, INC. 

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

I U I i i ia 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

t ( 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8124! 

0 How about Fresno? Are you aware that they 

merchandise grain as f a r away as Fresno? 

A No, I would chink t h a t would be very, very 

unusu a 1. 

0 But you can't s t a t e that i t has not happened? 

You don't knov? 

A "ot as a matter of f a c t , I can't, nc. 

3 Turn to page 6, please. I'd l i k e to d i r e c t 

your a t t e n t i o n to the l a s t sentence on the carryover 

paragraph from page 5, which i s close tc the middle cf 

the page, which s t a t e s : "This would mean increased 

highway congestion and costs f c r highway maintenance and 

f u l l consnmption." Do you see that? 

A Yes. 

3 I s n ' t the f u e l consumption i n v o l v e d i n a 

t r u c k i n g opera t ion de .c r ibed i n y^ur tes t imony taken 

i n . e account i n tne | 1 .15 t ruck ccs t which ycu discussed 

e a r l i a r at pane 1 ani SV 

A Y e s . 

MR. HYN''='"i Thank you. I have no f u r t h e r 

qucst i ons . 

MR. REMES: I have a couple on r e d i r e c t . 

JUDGE HCFKINS; " r. .^^ucKenzie, do you have any 

qu-?st i ons ? 

ME. VINCENT • , N'o n'ops-icr.-. 

ALDERSON REPORTING COMPANY, .NC. 

20 F ST.. N W . WASHINGTON, D C. 20001 (202) 628 9300 
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MB. RFMES: Oh, I a p o l o g i z e t c " r . MacKenzia . 

R E D I R F : T EXAMINATION 

BY MR . t̂ EMES : 

Q J u s t so t he r e c o r d i s c l e a r , can T ask ycu t o 

i d e n t i f y t he p l a c e i n " t . A n d e r s o n ' s v e r i f i e d s t a tement 

where he makes the s t a t e m e n t t e wh ich your v e r i f i e d 

s t a t emen t responds? 

A M r . A n d e r s o n ' s v a r i f i e d s -a tement i s i n 

SFSP--C-16, App-^ndix 7 a t page 13. 

3 I s t h a t the second f u l l pa rag raph on -he 

A Yes , i t i s . 

3 My second q u e s t i o n i s , Mr. Hynes asked you 

whether the c o s t o f an ^.l<^vator would i i s a p p e a r a f t e r 

t e n yaa rs and you s a i d y e s . Am I c o r r e c t i n assuming 

t h a t you were r e f e r . i n g t o the o r i g i n a l c a p i t a l cos t 

t h a t nad been a m o r t i z e d o v e r t h e t e n - y e a r pe r i od? 

A The amor t i ze^ ' c o n s t r u c t i o n c c s t , y e s . 

Q Thank y o u . 

Are t h e r e l o g i s t i c a l p roblems i n t r a n s f - ^ r r in-i 

g r a i n f r o m t r a i n t o t r u c k - h a t l e d ycu tc inf*^r f . r 

Ander son ' s s ta teWi^nt t ; i t i n i n t e r m o d a l arrangemen*: 

would r e q u i r e t h e use o f an e l e v a ' . - < a c i l i t y ? 

A Yes, t h e r e a r e . A f a c i l i t y i n i t s e l : 

than j u s t a t r - •• ' -he case of C a l i f o r n i a , 

ALDERSON REPORTING COMPANY, INC. 

20 F ST.. N.W., WASHINGTON, D.C. 20001 (202) 628-9300 
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whore you're q u i t e a distance from the o r i g i n base 

market, the buyer and the s e l l e r are not always i n 

complfrte accord i n terms of the s e l l e r may have g r a i n t c 

se .1 i t a s p e c i f i c time and the buyer i s n ' t e x a c t l y 

r'-.tdy to take th a t g r a i n at t h a t time, or vice versa. 

So the f a c i l i t y represents a f o c a l point tc 

bring the buyer and s e l l e r togetner. 

Q And many questions t h a t Mr. Hynes had asked 

had been predicated on the assumption th a t tna UP -vould 

co n s t r u c t t h i s f a c i l i t y . I n ycur -experience, the 

co n s t r u c t i o n cf an elevator i n t h i s kind of 

circumstances a f u n c t i o n t h a t ' s undertaken ny the r a i l 

c a r r i e r cr by the shipper? 

A I t ' s by the shipper. 

0 And can you give us any explanation f o r this? 

A a s i c a l l y , the shipper — i n a s i t u a t i o n l i k - ^ 

t h i s , T th i n k the shipper would have to lock at what h i s 

a l t e r n a t i v e s are, and i f he found himself i n a p r i c i n a 

s i t u a t i o n where ha had no p r a c t i c a l a l t e r n a t i v e t c tha 

proposed system, Santa Fe-SP, I t h i n k that at t h a t c o i n t 

he would If-nk at co n s t r u c t i n g a f a c i l i t y to pr o t e c t hxs^ 

own i n t e r e s t s . 

Put our experience tc date has suggested that 

has not been a very viable a l t e r n a t i v e . 

Q Put UP I t s e l f i s net in the business of 

ALDERSON REPORTING COMPANY. INC 
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b u i l l i ng 

A No, wo are n o t . We have no e l avaco r s . 

Q And f i n a l l y , you i n d i c a t e d tha t some o f Union 

P a c i f i c ' s con t rac t ra tes w i t h r ece ive r s may be ten 

percent below the t a r i f f r a t e . What percentage inc-ease 

i n cost does your v e r i f i e d statement say t h a t the t ruck 

e l e v a t c r o p t i o n would impose upon a shipper? 

A 37 pe rcen t . 

3 Could UP i n your opinion absorb :: 37 percent 

cut i n i t s rates t o o f f s e t these increased shipper 

costs? 

A No. 

MR. REMES: I have no f u r t h e r quest ions cn 

re-^ i r a c t . 

JUDGE HOPKINS: anything f u r t h e r ? 

- J H P H I "̂ ^^ HYNES: No, Your Honor. 

JUDGE KOPKINS: Ycu ' re xcused, s i r . 

(Witn^^ss excused.) 

MR. PEMESt I ' d l i k e to move the i n t r o d u c t i o n 

of hr. Caron'^ v e r i f i e d s tat ' -ment . 

JUD'i' '•I '^.iN^.- Any ob jec t i cn? 

(No response.) 

JUDGE HOp;'%TNSi That w i l l be received i n 

ev idance. 

Off the record a minute. 

ALDERSON REPORTING COMPANY, INC. 
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(Disc ss ion o f f the r e c o r d . ) 

JUDGE i.OPKINSi W e ' l l be i n recel 

o ' c l ock tomorrow morning. 

(Whereupon, at 12:20 p . m . , 'he riearing i n 

a b o v e - e n t i t l e d m . t t e r was recessed, to recr^nvene at 9:00 

a.m. on Wednesday, Jaiiuary 23, 19B5.) 

^mMm 
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