
Prepared for employees by the 
Milwaukee Road's Corporate 'Communications Depam-e
516 West Jackson Boolevard Chicago, Illinois 60606 
Telephone 312648-3324 
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Managers and Supervisors: 

The embargo went into place last week with a rn1n1mum of confusion. considering 
its scope and complexity. To all who participated. my thanks. As of today, 
the process of shutting down and cleaning up the embargoed lines is moving 
faster and more smoothly than we'd expected. 

What we did in embargoing virtually half of the Milwaukee's mileage was un
precedented in the history of American railroading -- except. of course, for 
our own earlier embargo for the same reason. What we did was also essential. 
The courts have determined, more than once, that however disruptive of pattern 
and tradition the embargo may be, the benefits of the embargo outweigh the 
disruptions •. 

I think this is particularly true in two very important ways which tend to be 
overlooked as people unfortunately focus on the negative aspects of the embargo 
rather than on the positive. 

As Judge McMillen noted in the findings which supported his order for the 
embargo, the embargo will cut in half the cash drain which the Milwaukee is 
currently experiencing. That's a big step in the direction of saving the part 
of this railroad which can be reorganized. 

Moreover, while we are embarked on an expedition which ultimately will reduce 
the employment opportunities the Milwaukee can offer by some 4,000, we also 
expect to preserve the jobs of about 6,000 of our current employees. Remember, 
the only alternative to the reorganization of the Milwaukee through a massive 
restructuring is liquidation and the end to the entire railroad. If that were 
to be the result, we would have no jobs to offer. 

You may be aware that the Railway Labor Executives Association, last Thursday, 
sought to stay the effective date of the embargo pending the outcome of an 
appeal of Judge McMillen's order which the RLEA has filed in the U. S. Court 
of Appeals. Judge MCMillen denied the stay, saying that to delay the embargo 
would be to defeat its purpose. Then~ on Friday, the RLEA sought a stay 
through the Appeals Court. That court too found a delay to be without merit 
and denied the RLEA's motion. 

The pieces of this intricate activity continue to fall into place. 

We have received from the ICC the necessary authorities to reroute loads away 
from our embargoed lines so that other railroads may keep them moving toward 
their destinations and so that our cleanup process will be expedited. Also, 
shippers are using "crossover routes" with other railroads which have been in 
place for some time. 

The amount of equipment in the embargoed territories is diminishing rapidly. 
We've already moved many locomotives back into the core and many freight cars 
as well. This time. as you know, we're bringing everything back to "Milwaukee 
11" ourselves. 



The ICC is in the process of issuing to other railroads the service orders 
which are necessary before those roads may serve customers on lines which we 
have embargoed. The first series of ICC service orders should be served early 
this week, based on requests from Chicago & North Western; Illinois Central 
Gulf; Seattle & North Coast; Escanaba & Lake Superior; and Cedar Rapids & Iowa 
City. I advised the ICC last week that we would concur in the requests of 
these roads as follows: 

We would consent to interim service by the C&NW between Jefferson and Marathon, 
between Jefferson and Herndon, between Herndon and Waukee after March 10, 
between Herndon and Manning after March 10, and at Lake Preston, Miloma. 
Mitchell, Montgomery, Sioux Falls. and Tama. 

We would consent to service by the ICG between Cedar Rapids, Marion and Louisa 
and on terminal and industrial trackage at Mendota. 

We would consent to service by the E&LS between Green Bay and Ontonagon but 
not including Green Bay, and not before March 8. We are directed by the court 
to operate the entire Ontonagon line until the E&LS has filed with the ICC its 
application for purchase. When it does, and if the ICC concurs, the E&LS is 
authorized by the court to operate interim service between Iron Mountain and 
Green Bay. The court gave the ICC 120 days to act on the purchase application. 

We would consent to operations by the Crandic between Cedar Rapids and Middle 
Amana and on the tracks at Cedar Rapids necessary to serve the Sixth Street 
power plant. We'd permit the Crandic to use our trackage rights over the Rock 
Island in Cedar Rapids so that it could do so. 

Finally, we shall permit the Seattle & North Coast to serve all stations on 
the Port Townsend line, Pier 27, and associated track~ge -- the part of the 
railroad it is buying. 

Within'houre after the court ordered the embargo. the activity relative to the 
ultimate sale of portions of the embargoed lines picked up noticeably. I 
suspect that with the embargo in place, and in view of the expected ratification 
of an important national labor agreement on March 4, we shall move quite 
rapidly to conclude a number of sale agreements. It's also reasonable to 
conclude that once the labor agreement is in place we'll see more requests of 
other railroads for service orders. 

The labor agreement covers the terms under which Milwaukee Road -- and Rock 
Island -- employees will be transferred to other railroads which assume interim 
operations and ultimately buy portions of the two bankrupt carriers. I plan 
to discuss its terms in a special issue of PM/TM. 

By midnight Friday, the deadline, Trustee Ogilvie had received no response 
from the State of MOntana to his offer to sell some 1,200 miles of the Milwaukee 
to the state for $55 million. We've agreed to operate most of this mileage 
for the month of March on receipt of subordinated ERSA loans from the FRA, of 
course, but that doesn't constitute an extension of the offer of sale to 
Montana. Burlington Northern is interested in reopening negotiations on our 
proposed sale in Montana, Idaho and Washington; and now that the deadline on 
the MOntana offer is past, so are we. 



Friday, Judge McMillen entered a number of orders in matters other than the 
embargo but closely related to the restructuring of the Milwaukee. 

He affirmed the recommendations of Master Gray and ordered the abandonment of 
the 18 lines in Illinois, Iowa, Wisconsin. Minnesota, North Dakota and South 
Dakota which have been before the court. These lines total 880 miles. Included 
in them are six lines totaling 158 miles which Judge McMillen earlier had 
agreed could be transferred to the State of Wisconsin pending Master Gray's 
recommendation. 

He approved the Trustee's application for sale and option agreements covering 
the transfer of the line between Green Bay and Ontonagon to the Escanaba & 
Lake Superior. The E&LS has agreed to buy the Iron Mountain-Ontonagon segment 
and plans to buy the rest. 

Judge MCMillen Friday authorized the abandonment and sale of the Metaline 
Falls and Port Angeles lines to the Port of Pend Oreille and the Seattle & 
North Coast, respectively. These prospective sales have also been pending for 
some time. The Port of Pend Oreille has been operating the Metaline Falls 
line since last fall. 

Still to come is the court's decision on the abandonment of all other lines 
west of Miles City. Late today, Master Gray1s recommendations on the Trustee's 
application to abandon the Pacific Coast Extension became available. You'll 
remember that the ICC has already recommended that the lines be abandoned. 

Master Gray recommended to Judge MCMillen that the Trustee be authorized to 
abandon all lines west of Miles City except for the trackage rights over the 
BN between Miles City and Billings, which weren't included in the abandonment 
request. He recommended that the abandonment be authorized on 10 days' notice 
subject to the notice provisions of the labor-protective agreement reached 
under the Milwaukee Railroad Restructuring Act, except where there'd be a 
conflict with the court's embargo order. 

He recommended that the court prescribe the prOV~Slons of the labor-protective 
agreement for affected employees, but that the base period for computing 
displacement and dismissal allowances be the last 12 months in which the 
employee worked more than 50 per cent of the time rather than the last 12 
months in which the employee worked any time at all. As he did in his recom
mendation on the abandonment of the 18 lines, he concluded that the Trustee 
should defer payment of protection and establish a procedure by which affected 
employees could file their claims. The court should reserve jurisdiction to 
determine the priority of any such claims and to determine the rights of 
employees to continue to obtain benefits under the recommended protective 
conditions if the Milwaukee is liquidated, he said. 

Master Gray recommended that the court reserve jurisdiction so that it could 
reconsider the abandonment if, on or before March 17, 1980, the ICC determines 
that a reorganization plan should provide for continued operation west of 
Miles City. He recommended that the Trustee not be allowed to disturb any 
track or facilities west of Miles City, or take any other step which would 
prevent the sale of such properties for continued rail operation or other 
public use, prior to April 1, 1980. 



The ICC hearing on the plans of reorganization, ~hich the Commission conducted 
in Washington on February 26, went as one might expect, considering the positions 
of the various parties. In support of the Ne~ Milwaukee Lines plan, Sena~or 

Magnuson displayed ~hat he called letters from bankers offering a sizable 
amount of financial backing to NewMil. In fact, the letters made no commitment 
at all. Secretary of Transportation Neil Goldschmidt made a strong statement 
in support of Trustee Ogilvie's "Milwaukee II" plan. The States of South 
Dakota, Minnesota and Wisconsin supported rrMil~aukee II." Iowa I s DOT. which 
up to now has deemed liquidation the only solution for the Milwaukee, noted 
the agreement which it had reached for continued partial service pending the 
placement of interim carriers, and said that it hoped liquidation wouldn't 
happen. Ford Motor Company and other shippers argued in support of "Milwaukee 
II. II 

One final thing: You should be aware that the form letter used in notifying 
employees who are covered by the Salary Administration Program that their 
positions are being abolished as the result of the embargo has been revised 
and expanded. The new letter form was distributed by Mr. Harrington's office 
on February 27. In its revised form, the letter outlines the arrangements 
which are possible in continuing medical and insurance coverages for these 
employees. 

First Monday I.Third Monday 
516 West Jackson 'Boulevard 
Room 824 
Ch1cago~ Illinois 60606 


