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Milwaukee Road enters
$17 million track deal

The Milwaukee Road has agreed to
purchase a strategic 97 miles of Rock
Island-owned line in lowa for $17
million.- !

Trustees for the Milwaukee Road,
which is in court-supervised reorga-
nization, and the Rock Island, which
is in liquidation, have-negotiated for
18 months.

Under terms that must still be
approved by the Interstate Commerce
‘Commission and the bankruptcy
court, the Milwaukee Road will ac-
quire some 64 miles of Rock Island
line between West Davenport and
Washington, Iowa, and another 33
miles of trackage rights between

GreéAn* Bay
July 8,

A contract signed in Chicago
Tuesday in which the Escanaba &
Lake Superior Railroad bought an
38-mile route from Green Bay to
Iron Mountain from the Mil-

szzoas e d 32 Ihiaram
waukee Hoad iz historic.

The key was the Northeast
Wisconsin Railroad Transporta-
tion Commission, formed in 1980.
It includes representatives of the
noards of Marinette, Oconto and
Brown counties, all served by the
line. Six such commissions have
heen formed in Wisconsin, but the
surchase by the E&LS was the
first transaction.

It was a long battle. Efforts to
preserve rail service between
(Green Bay and the U.P. began 42
months ago. Negotiations. with
the Milwaukee Road have been

2382

Clinton and Davenport. Certain yard
and industrial trackage is included.

‘The line serves a new coal-fired
electric generating facility at Fruit-
land, Iowa, which could be a major
source of revenue. The Chicago &

North Western also made a bid for

the line, but the Milwaukee Road,
which already was using some of the
trackage, apparently succeeded in
winning the route.

“This is really a significant break-

through for us because the coal traf-
fic will become important, and there
is also good business in agricultural
machinery from Davenport,” a Mil-

waukee Road spokesman said.

-Pfess'Gazette
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Rail line sale
DOOST for .

area

underway for two years. At times,
commission members were fearful
the effort would fail.

Puiling things together was the
staff of the Bay-Lakes Reglonal
Planning Commiesion which spent
thousands of hours compiling the
detailed reports required. Cooper-

ating were representatives of two

railroads, the three-county com-
mission, Wisconsin, and the Fed-
eral Railroad Administration.
The action commits the E&LS
. and Milwaukee Road to con-
tinued freight service to industries
along the route. With an im-
proved economy, the return to
production of iron ore mines and
growing paper mill capacity, the
line will be an important link be-
tween the Upper Peninsula, Green
Bay and points south.

Content may differ from Milwaukee Road viewpoint.

Chicago Tribune
July 21, 1982

Milwaukee Road sells track

The Milwaukce Road Railroad has completed the
sale of a 480-mile stretch of track botween Mimnnesota
and Montana to the South Dakota Railroad Authority,
railroad trustee Richard B. Ogiivie announced. The
purchase price was $30.4 million in cash plus other
benerits, Ogilvie said. Milwaukee Road’s operation of
its former main line ended March 31. In April, the
United Staes District Court overseeing the reorgani-
zation of Milwaukee Road under federal bankruptey
laws approved the interim lease and ultimate sale of
the line segment. Since mid-April, freight service
between Ortonville, Minn., and Terry, Mont., has
been provided by the Burlington Northern Railroad,
which operates the line for the South Dakota Rall-
road Authority. o r ; " :

-
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Milwaukee Road
geis OK to buy
track {o plant

By RANDY EVANS ' A
Regitter Stafl Writer )

The Milwaukee Road appears to.
have won a bidding war to purchase
80 miles of track between Davenport
and Washington, a potentially
lucrative line -that is expected to
carry 30,000 cars of coal a year to a
new power plant near Muscatine.

A federal judge in Chicago gave
preliminary approval to the purchase
Wednesday. Judge Frank McGarr
withheld his final approval, however,
until after the Interstate Commerce
Commission gives its blessing.

The Milwaukee and the North
Western Railway both wanted to buy
the line from the bankrupt Rock
Island railroad. Their competing
offers threatened to delay the opening
of the new $600 million power plant.
Coal deliveries are expected to begin
in August, with a trainload a week
being delivered at first to fuel the
plant's boilers,

The Milwaukee initially offered
$14.5 million for the line. The North
Western countered with a
$16.5 million offer for the track and
for the Rock Island’s operating rights:
over another railroad’s tracks
between Davenport and Clinton.

Register
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The Milwaukee’s final offer — for
$17 million — was approved Dy the
tankruptey trustees for the Rock’
Island and Milwaukee and by the Mil-
waukee’s bankruptcy court before
being submitted to Judge McGarr,
who is hearing the Rock Island’s
bankruptcy proceedings.

The Grand Trunk Corp., a holding
company of the Canadian National
Railway, recently signed a letter of
intent with the Milwaukee’s trustee to
purchase the Chicago-based railroad.
The purchase would preserve rail
service on the Milwaukee's line from
Washington through OCttumwa and
on iy Karsas City, Mo, o iis line
north from the Quad Cities along the
Mississippi River; and on its
important grain-hauling line across
northern lowa. .

Since the Rock Island ceased oper-
ations in 1980, the Milwaukee has
been providing interim service on the
Rock Island’s Davenport-to-Musca-
tine line.

State officials preferred the Mil-
waukez’s bid because they fesred that’
a victory by the larger North Western
would reduce railroad competition in

. lowa. .

)
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State grants

for 120-mile

Associated Press

The state provided a seven-county
rail transit commission with a $§1.9-
million grant Wednesday, closing the
purchase from the Milwaukee Road
of a 120-mile line.from. Middleton to
Prairie du Chien. '

The state paid $513,000 for the cor-
“ridor itself, which is owned by the De-
.partment of Transportation. .

The Wisconsin River Rail Transit

Commission, comprising representa- .

&1.9 minién_
railrcad line

2 - Fi
tives of Grant, Crawford, Richiand,
Iowa, Sauk, Dane and Rock counties,
‘contributed $477,000 toward the pur-
chase. ' .
The eastern segment of the line,
+ween Richland Center and Middle-

ton, was officially abandoned by the.

Milwaukee Road Wednesday. Service
on the western segment was discon-
tinued in -March 1980. ;

* John Zerbel, president of the West-
ern Wisconsin Railroad of Breokfield,
whicn wili operate and maintain the
railroad, said service “starts immedi-
ately” for shippers of coal, containers,
lumber, powdered milk and agricul-
tural supplies. * 2 B

Chicago Tribune
July 21, 1982
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- Chicago Milwaukee profits up 5%

b B R ]

CHICAGO MILWAUKEE Corp. logged: a 5 percent:.

. increase in second-quarter profits and said new orders-:

were continuing ‘‘at satisiactory levels.” . i

The railroad holding company, which has interests:

in food service, conerete paving and metal fabrication,.,

reported  second-quarter profits of 317" million. or 70~
cents a share, up from 5.6 miilion; or 67 cents a share;

July 15,

. Bankrupt rails in’ trackage deai

The bankrupt Chicago, Milwaukee, St. Paul &
Pacific Railroad Co. has reached an agreement with
another bankrupt carrier, the Chicago, Rock Isiand &
Pacific Raiiroad Co., to buy and obtain rights to 97
“miles of track in Towa {or 517 miilion. The Milwaukee

““Chicago Tribune

1982

a. year: eariier: Sales: rose:7 percent: to- $33.8. million:
from $31.3 million a year earlier: G

For the six months; profits rose 2 percent to
over $2.7 million, or $1.11'a share; from just under $2.7:
million, or $1.09 a share: Sales for the half rose 8
percent to: $63.7 million from $58.8 miilion.. Chicago:
Milwaukee said its food service: business had record:
results in the first” half despite weakness in several’
lines. It said the outlook for its Southern Boiler and
Tank Works Inc. unit continued to be-clouded by the:
recessiorr. in the chemical and: petrochemical indus~
tries. 4 : = e |

“If the economy does not weaken appreciably,”” the:
company-said, it expects:a:“‘continuation of good saies:
and.earnings’ over last.year’s resultst.’. - . ;

“bankruptey laws, wiil acquire 64 miles of Rock Island
:Slightl : line in lowa between West Davenport and

¥ 'Washington and rights to 33 miles of track between
Clinton and Davenport. The purchase has received
‘preliminary court approval from the banicruptey
.court overseeing the liquidation of the Rock Island,
"although it still must be cleared by the Interstate
.Commerce Commission. The Milwaukee Road has
been operating over some of the line since the Rock
Island ceased operations in 1980. The track purchase
also will -give the Milwaukee Road access to a new
coal-powered generating facility owned by Iowa-
Illinois Gas & Electric Co. in Fruitland, Ia.,
southwest of Muscatine.

s

Road,. which is trying to reorganize under federal
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Rail improvement to allow
faster trains, heavier loads

By DEWEY PFISTER
Herald Staff

MERRILL — Anyone taking more
than a casual glance at many portions
of the Milwaukee Road line between
Wausau and Tomahawk would wonder
how trains manage to stay on the track.

Rails are worn and broken, ties seem
to shift in mud rather than rest in sup-
porting gravel ballast, spikes are loose,
and [ishplates intended to hold rails to
ties are sometimes missing or unse-
cured.

That is destined to change with the
current $6 million rehabilitation along
the 41-mile route. The project is being
funded with Milwaukee Road mate-
rials, a loan by rail users along the
route, and a grant and loan from the

. state Department of Transportation.

The project has two objectives, ac-
cording to Lawrence Carroll of Tomah,
the railroad’s project manager. Im-
proving the trackage will allow the
speed limit to be increased from 10 and
15 miles per hour to 25 mph. It also will
allow for heavier car load limits, from
220,000 to 263,000 pounds. _

Work started June 17. The crew in-
stalling salvaged ties has proceeded
north from Wausau past Brokaw. Addi-
tional ballast to support ties will be put

in place as soon as.a crew completes
repairs to washouts in Missouri.

Continuous welded rail will be in-
stalled on 29 miles of the route. Rail
salvaged elsewhere first goes to a shop
at Tomah where ends are cut off. Then
it is taken to Savanna, Ill., where it is
welded into 1,400-foot-long strings to be
shipped to tie project on a series of 27
flatcars. The strings are then welded
together, except at turnout switches.

Installation of ties and ballast should
be completed by late October, about
the time a crew is expected to start in-
stalling rail. That should take about
five weeks.

Cold weather or snow could delay the
rail installation until next spring, Car-
roll said. It must be laid when there
are medium temperatures to avoid
later expansion and contraction prob-
lems. Snow covers small parts, thus
prolonging the work.

The Wausau-Tomahawk line now has
75- to 100-pound rail in no particular
system. Plans are to install 100-pound
rail between Wausau and Merrill, ex-

cept for a 3-mile section, a cutback

based on lack of funds. Ninty-pound rail
will be installed between Merrill and
Tomahawk. Poundage refers to the
weight of a 3-foot-long section.

Wall Street Journal
July

20, 1982

Related work will include replace-
ment of turnouts, the switches leading
into spurs and side tracks, and rehabili-
tation of street and road crossings.

Some crossings have already been re-
built but they will be raised later when
heavier rail is installed, Carroll said.

One problem encountered in the pro-
ject is the lack of funds allocated from
the $6 million for ballast. Continuous
welded rail requires sufficient ballast
to avoid shifting of the track, Carroll
explained at a recent state Transporta-
tion Commission hearing. "

He said continuous welded rail, in-

stalled by the Milwaukee Road since .

1977, has generally required 25 carloads
of ballast a mile but funding for the
Wausau-Tomahawk project allows for
only 13 carloads a mile.

To come up with additional funds to
increase ballast, the railroad has. pro-
posed not replacing turnouts at unused
spurs. With the cost of replacing a turn
out estimated at $17,350, not replacing
10 of them will provide funds to in-
crease ballast from 2% to 5 inches, a
railroad official said.

By early next surmmer, at the latest,
the northern end of the railroad’s Wis-
consin Valley Line should be providing
faster service, certainly with less risk
of derailments.

CENW Reports Lioss
Of Nearly $3.3 Million
In the Second Quarter

" Bya WaLL STREET JOURNAL Staff Reporter

CHICAGO — Chicago & North Western
Transportation Co. reported a second-quar-
ter loss of nearly $3.3 million attributed to
deciining rail traffic.

Shipments are down sharpiy in the rail-
road’s two largest commodities, grain. and
coal, 2 spokesman. said. He attributed the
siump: to: the- recession. Reduced industriall
demand: for power has cut utiiities’ need for|
coal, and: farmers: are: withholding® graim|

from “ther market until/ prices’ rise; the”
spokesman. said. He-added: that the Tailroad-.
hasw’t seen any signs of a turnaround.. :

' The seeond-quarter- loss..compares: with 4

‘year-earlier operating profit of $14.9 million,

or $1.07 a share, when an extraordinary

-credit of $4.3 miilion from reacquired bonds
- fmade net income $19.2 million, or $1.38 & °
.share. : L :

Revenue in the latest quarter was $202.5
million, down: 19% from-$251.2 million. '

For fhe:six moniis, the railroad reported
2 net loss of $10.7 million: It compared with
year-earlier operating profit of $26.. million;.
or 5192 4 share, when an extraordinary:
credit of $4.2 million made net $31.1 nillion,.
or $2.23 a share: Revenue was mrmmfm;;;i

7.

down 21%: from: $511 million, ..o il
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Milwaukee Road finds a home
Milwaukee Road's stralegie retreat [rom
trunscontinental stiatus, begun in Lthe wake

of its third bankruptey in 1977, appears
about Lo pay ofl in (1) selveney and (2 sale.

Now on the lust lap toward reorgunizition

by condensing lrom a 10,000-mile, 11,445+
employee, 752-diesel, 28,000-(reight-car
transcontinental system lo 2 2900-mile,
§300-employee, $25-diesel, 12.500-(reght-
cer regional roud, the Milwuukee Roud

broke into the black in March 1982 for the
first month since it went broke. Then, on
May 24, it announced a letter of intent
with Grand Trunk Corporation {or transler
of its stock ownership to GTC. GTC, the
holding company for Canadian National’s
three U.S. railroads (Grand Trunk West-
ern; Central Vermont; Duluth, Winnipeg &
Pacific), has agreed Lo acquire Milwaukee's
stock after reorganization in exchange for
assumption of 250 million dollars’ worth of
debt. Excluded from the sale: Milwaukee's.
Chicago suburban service, which would be
taken over by the Regional Transportation

Authority.

Aberdeen- Amefiéén News
July 6, 1982

- Myers says rail
gamble paid off

BROOKINGS, SD. (AP) — Gov. Bill Janklow’s solution
to South Dakota’s rail problem was a gamble — but one
that paid oif, state Rail Director Jim Myers says.

South Dakota’s state-owned rail system ig “doing more
work today than the entire Milwaukes (Road) system did
when they controiled it,” Myers toid Brookings County
Republicans last week. “We expect that the Burlington
Northern will be able to use some black ink this year.”

The BN nowr operates its trains on the core system,
which the state bought from the bankrupt Milwaukee.

Much of the credit goes to Janklow, who managed to
solve a problem that had everyone stumped, Myers said.
In order to save the railroad, Janklow had to depart from
a normal Republican philosopity which opposes
government involvernent in private business, Myers said.

w1t was survival,” he said. ‘“There was no philosophy
applied to this.” :

When Janklow took oifice three vears ago, South Dakota
was faced with 3,000 miles of rail lines needing repair and
belonging to a financially-sirapped raiiroad, Myers said.
 “We've found ourseives in the fortunate- position of
having agovernor who would step forward and do what
needed to be done,” he said.

1982

‘I'wa obvious questions occur.

First, what's in it for 2100-mile, 390-mil-
lion-dollar-a-year (in 1981) Grand Trunk to
double its mileage and gross? GTC Presi-
dent Joiin H. Burdakin believes that in the
face of rail megamergers, smaller roads
must strengthen themselves. “It is better
than making emergency transfusions {rom
the taxpayers to support the tottering fi-
nances of bankrupt railroads.” he says. To-

ward that end, Grand Trunk Western ac-

quired Detroit, Toledo & Ironten in 1980
and complete control of Detroit & Toledo
Shore Line in 1981 (DT&I. nol yet merged,
is a GTW subsidiary; D&TSL has been ab-
sorbed by GTW). Acquisition of Milwaukee
will give GTC an iron larial around the
boltom of the Great Lakes pius rails io the
Missouri River at Kansas City and the
Ohio River at Louisville and Cincinnati.
And MILW will give GTC a better traffic
mix and a longer average haul.

Second, what about the disparity in labor
siluations hetween GTC and MILW? (Bear
in mind thut Railway Age's Gus Welly,

denn of American rail lnbor veporters, has
predicted thut Florida Fast Const might be
the last independent Class 1 road because
any buyer would find the Flovida line's ln-
bor situation in wages and work-rules in-
compatible with national standards of ils
own.) Specifically, the Milwaukee's unions
have agreed to work for 93 per cent of in-
dustry wage rates during 1982-1984; and
3.man crews now stafl both road and yard
jobs. Parallel Chicago & North Western
has warned its own unions that it could
sufler a substantial loss of business Lo Lhe
Milwaukee if the Milwaukee reflects its
lower wage cosls in price reductions. Now,
the Milwaukee's wage (but not manning)
agresments are subject Lo renecgotiation in
the event of the railroad’s purchase, but
presumably the unions are aware that un-
less the trustee had been able lo gel his
costs under control, no buyer could have
been located. [tem: One of GTC's proper-
Lies, Central Vermont. has been opernting
Z-man-crew (ocket piggyback Lrains.




P AT S

.« This is the last of three articles

-~ describing the plans and problems
of keeping short-line railroads og- i

erating in Wisconsin as major rail

..camp<aries curiail service on um

: profitable lines. e T

By Paul A. Rix

§tate government reporter

It's taken nearly three yedars and &
nationwide search for members of
the Wisconsin River Rail ‘Iransil
Commission o atiract a short-line
aperalor. - : 2 —
 Now that they’ye got John Zerbel,
nead of the Central Wisconsin Rail-
road in Rrookfield, there's renewed
gulhusiesm among many who follow
raitroading in Wisconsin that Zerbel
might be the man of the hour. i~

LrZerbel 15 an opportunisi,” said
Waltraud. Arts, an attorney with Lhe
state Justice Department in Madison.
“He will wait until the lime iS right.”

James Smith, attorney with the

state Department of Transportation, .

adds, “He's met the lest. People have
confidence in Zerbel” !

+. Those closest lo the commission
believe Zerbels ability to gel an opet-
aling contract with the transportation

department on 120 miles of ¥ e
cluding Dane and six other c. ,
petween. Middieton and Pr. a

Chien is a dream come o
«Zarhel’s group waus able to get ihe

division of rates with the Milwaukee

Road which John Jenswold didn't

gel,” Joho Kramer, commission - al-

Lorney, said.

Jenswold, a Madicon lawyer,
neads the Chicago, Madison and
Northern Railway Co. The [irm ent-
ered federal bankruptcy courl in
Madison after transferring its shorl-
line operations on lwo lines, from
Janesville to Mineral Point, and from
Madison to Freeport, Ill., 1o Zerbel
last winler.

-

.

Underestimate expense

Under a new agreement with the
state, Zerbel now provides service on
those routes formerly operated by
Jenswaold’s company. :

1t’s no bed of roses for the short-
liner who lakes over an abandoned
_line in Wisconsin. Transportation ex-
perts say these ventures, while noble
and courageous at the outset, tradi-
tionally lack money. Management
tends ‘to underestimate expenses
while counting’too much on govern-

meni help. i
In addition, experits say, once
generous Lransportation  subsidies

may one day be reduced, putting
more pressure on local governmenls
and short-line operators lo come up
with the dollars lo feed such enter-
prises. ' ‘
Rail experts also say it is impera-
tive that a short-liner secure track-
age rights with the major railroads
that will allow the smail outfits o use
the laiters’ inlerseclions o Criss-
cross rural areas of the state.:

10 transit commissions.

Since 1879, 10 Lransit commissions

were formed by local governments Lo -

serve us conduits belween the stale
DOT and the short-line.

Of the 10, Six commussions hiced
short-liners Lo provide service. Two
commissions couldn't raise enough
money Lo repair thew liaes, and Lwo
couldn’t get off the ground {or 2 vari-
ely of reasons, according Lo the Legis-
lalive Audit Bureau.

Zerbel, a cerufied public account-
ant, has managed lo score quite well,
so far.

-He recently assumed  operating

 may be answ
hort-line sol

vency

rights on the line between Middleton
and Prairie du Chien, formerly owned
by the Milwaukee Road. lis empire,
wiich also includes 41 miles {rom
Waukesha to Milton Junclion, naow

totals some 360 miles.
Zerbel, with -railroading in. his

‘blood, has publicly announced his dis-

dain for short-line operalors who feed
at the public trough rather than treal-
ing it as a business. P oag M
wWe're not railroad buffs, we're
pusinessmen,” Zerbel said. “We re-
ceive no money from the state, and
wa will show thal we can make
money."” j A B '

" While he’s had to work closely
with the state DU in order 1o expand
his network, Zerbel hasu't been afraid
to identify what he sees-as weak-
nesses in the state's Tail preservation
program crealed by the state Legisla-
ture in 1977." . e s

$100,000 per mile
uThere’s been a tendency Lo spend

too much money for rehabilitation,”
Zerbel said. He cited a §5700,009 projs

-ect o upgrade seven miles of line be~
tween Bast Troy and Mukwonago.

“That’s $100,000 a mile; thal’s an in-
smg." -

His Central Wisconsin Railroad
was set up, Zerbel said, Lo offer a tax
shelter for invesiors. The railroad's
losses, he said, are passed on to indi-
vidual investors who can dedlet a
percentage of losses {rom their per-
conul income laxes. When the lines
begin to make money, Zercbel said, it
will be a tax-paying corporation. .

Continued
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7erbel predicts that by next
March, his Waukesha-Millon Junction
route will “break ¢evel Were just
aboul on schedwie.” o
" As he did on the Waukesha-Miton
Junction line, Zerbel provided 20 per-
cent or aboul $480,000 for the cost of
the track, a heady expense that olher-
wise would have been assumed by Lhe
Wisconsin River Rail Transit Com-
mission and local tuxpayefrs. :
" He also agreed lo pay some $4,000

tate Journal

Under the operaling agreement,
Zerbel also will have trackage righls
permiting him to move equipment

. over Milwaukee Road tracks from
Middlelon to Madison where they will

connect wilh ithe Madison-Freeport

route, This is a critical nugget in his’

system, one which could mean the
difference between making or losing
money, according Lo transportation
experts. i =

The state POT paid the Milwau-

kee Road $2.94 million for the Middle-
ton-Prairie du Chien line; On maosi
short-line projects, the stale boT

" Kramer, who has represented rai

" commissions for more than four

years, said efforts Lo preserve freight
service on this line “was an uphill
struggle” ‘

“The burden is always.on the

" short-liner,” he says. *It’s a cut-throat

business. To find people to lake the

" risk is not easy, and the risks will con-

tinue."” : . ;

“Much of the shori-line business is
based on hope. John Jenswoid may
have 3 broken heart out of all this,”
Kramer said. “He believed he could
make it go, and he successfully got

in legal fees Lo Krarmer, ano_u;x_:r ex-
ynse not borne by ihe commission. - .
wye put it-ail up,” Zerbel said *1
{think we do a better job with private
money than public.” ; :

Shori-Line

Apparent

State Contract

Janesville
July 2,

Gazette
1982

By DENNIS McCANN
‘ Gazette Madison Bureau Y

MADISON—The Chicago, Madison & Northern Railway
Co. (CM&N) apparently violated a contract with the state
Department of Transportation (DOT) by using grant
money earmarked for track rehabilitation for general oper-
ating expenses, a state DOT audit shows.

The audit eriticized CM&N and the Pecatonica Rail Tran-
sit Commission, a local government group of which Rock
County is a member, for failing to keep financial records
showing how grant money was spent. )

The findings are being reviewed by the state Justice De-
partment’s legal services Ajvision. In addition, a legislative
committee has ordered a larger audit of the entire track re-
havilitation program through which CM&N was funded.

CM&N contracted with the transit commission to operate
a raii line from Janesville to Mineral Point. The ccmmis-
sion entered into a contract with the state DOT for a track
rehabiiitation grant.

The raliroad began track work and to provide shurt-line

“service but encounta‘ed financial difficulties and subse-
~quently dropped the service. On April 15, CM&N filed for
bankruptcy, and a new operator has taken over the iine.

- The audit shows the state provided $373,448 in track reha-
bilitation funds to CM&N through Deec. 31, 1581, and the
commission added $34,782, the audit showed. However, the
audit showed justifiable costs for labor and equipment
rental and payments to suppliers did not equal the amount

of mf grant fransferred to CM&N's general checking ac-
count. :

_““Our audit revealed that the majority of the rehabilita-
tion funds transferred to the general checking account were
used to pay general operating expenses of the railroad.
Once the rehabilitation funds were co-mingied with other
railroad f}mds, they- lost their specific identity, and we
could not identify what the rehabilitation funds were being
used for. This practice was against the provisions of the
contract,’’ the audit said.

Other findings inciuded:

» OM&N eould not provide any information en how it ar-

agrees Lo cover 80 percent of the cost,
of the track and 100 percent of th
~right-of-way costs.

ly V

shippers involved in shortl-liming.
They were salisfied with his service.”

. Paul Heitmann, head of the DOT's
rail assistance bureau, said Zerbel,
unlike Jenswold, has offered a mare
realistie plan:- . - - o

wyorbel has a little bit larger Sys
tem and closer liks with the-larger i
railroads,” he'said - @ - 0

i

iol

e ——
- m—

rived at labor rates used for billing, and hours listed as re-
habilitation on time cards differed from those on other
records.

« CM&N used equipment rental rates not cited in the con-
tract.

« Some quantities and prices invoiced to DOT for pay-
ment were not supported by invoices from the suppliers of
materials.

« Some costs were incurred aiter the rehabilitation grant
was halted.

« No documents were provided to support the purchase of
about $140,000 of goods and services. .

The rehabilitation project was halted in February 1981
because the DOT determined the amount of labor being
charged was too high for the numiber.of ties being installed,
CM&N was charging time and materials to the rehabilita-
tion project for non-rehabilitation work and the CM&N was
using rehabilitation funds to pay general operating ex-
penses, the audit said. The cutoif was to have been lempo-
rary, but a new working agreement was not signed.
_Last_month, _the legisiative audit bureau voted unami-
mously to order a performance audit of the whole grant pro-
gram to determine if the state is being adequately
protected against.loss. The audit was requested by Rep.
Delmar DeLong, R-Clinton, who said he feared the DOT
was not adequately reviewing the financial stability of
grant applicants. s '—

James Jeffries, administrator for the Justice Depart-
ment’s legal services division, said today he has asked
Michael Zileski, an assistant attorney general in the crimi-
nal. litigation unit, to review the audit of the Pecatonica
Tranist Commission and CM&N. Jeflries said he has not or-
dered a full-scale investigation at this time but said he is
concerned about finding that CM&N used renabilitation
funds for operating sxpenses and cannot account for some.
other funds. Zileski is to report back within a month.

Transportation officials said they are protected against
losses because grant money is to be used to improve track
and equipment that can be operated by another company if
the grant appiicant defauits. ; )

Jefiries said money used for operating axpenses cannot
peretrieved if a company goes bankrupt.

ated
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. The Jowa Railroad Co. took its first-
bows in lowa’s: capital city Monday
with government officials and-
business: executives om hand to:
{ welcome the line’s border-to-border’
Mmmﬂ&. il T R AT e
“The day's biggest' cheers came,’
however, when the railrecad’s
president, Bryan Whipple, announced”
that there is a “realistic hope” the
railroad can run special passenger
trains this fall from Des Moines to
Iowa City for University of lowa
- Whipple’s railroad' has leased the
east-west - mainiine of the bankrupt
Rock Island Line — portions of which

bad: not. had, train service for more
than two-years. The line passes

through several of Iowa’s largest
cities,  including Des Moines,
Davenport, Council Bluffs, Iowa City,

Newton and Atlantic. . ... . o

£

P
=

i g ek 4

St fwoporation stctls bave

—calied the route a vital link in Iowa’s

rail network. They say the line is
necessary to provide needed service
.= and to keep other freight rates-
competitive — for businesses and.
farmers in much of the state. ‘
Gov. Robert Ray and State Trans~
pertation- Director- Warren Dunbham
led. the praise for Whipple and his:

‘to the state; Dunham said, adding:
“Bryan. Whipple is the: man- of the

hour.” St :
The governor noted thai the lowa
created the Iowa Railway

Finance Authority and a special $200-
millien rail bonding program to find

_ solutions- te- the state’s railroad

on by the bankruptcies of the Rock
Island and: Milwankee railroads and:
the abandonment of hundreds of
miles of track by the big railroads.
The- state’s efforts have beenm

- gtailed by a-court chailenge of the le-

gisiation’s: legaiity, but. Ray said,
- '_‘Somee. peopie aren't: waiting, for the:

s 3

state to act. Bryan, you represent am

ization that has decided om-its
own; without a'subsidy from the state;
that you can do something.” . - 3
" Whipple used the occasion: of
Monday’s ceremony to put in-a not-
too-subtle plug for businesses {o use
his railroad: “The: future of - oux
railroad and the future of theg

.east-west line probably hinges on our,

success at converting these prospects
into actual shippers. We need your
business, and your business will make

ork. ’ ;

fncluding grain elevators, the Maytag
Co.. at Newton, the Rolscreen
Co:. ~at. Pella, and’ the Eagle
grocery warehouse: across: from
Davenport. in Milan, Tl .— are
located along Iowa. Railroad’s tracks.,
But a number of shippers turned to
‘trucks after the Rock Island’s
collapse, Whipple said, and his jobr

=

“now is to persuade them to give Iowa

Railroad a chance:’ = i

% In spite of the recession, which has.
reduceq business for many railroads,
Whipple has said, “Our operations are
now stabilized to the point that we:

‘are breaking even. As the economy

- we should do all right.”

The long-term future for Towa:
Railroad is- uncertain, lowever,
because the Rock Islind’s bankruptcy.

| 8
state’s new rail line =

trustee i under court/order to seil or’
dismantle: the Rock’s tracks,
including the: east-west line- through
central Towa. Whipple has said he
doubts his- company, alone, would
aver have the financial muscle to-buy
the tracks. - S el
- The railroad is owned by ‘Whipple;
a former official of the Southern
Pacific and Western Pacific
‘whom-he has declined to identify. It
'began operations last fall on the Rock
Island’s line between Council Bluffs
‘ and Stuart, then extended eastward to,
- Davenport at the beginning of June. :
a6 The company now operates 425
i miles of track in Iowa and Illinois and
| has about 50 employees — most of
i themn former Rock Island workers,
{ Whipple said, who probably wculd be
:ynemployed- if it weren't for his:
raitroad. = G- oot AR RE A
.. Whipple said that an independent
promoter had approached him about:
,organizing the Iowa football excur-:
‘sions. He did not identify the
promoter, and he said that the special.
Vtrainsarenotacertainty. i
The Rock and later a Moline; I,
-travel agent, William Butterworth,
aperated such- football trains until:
about 10 years ag0:.. s i sasial

S0

INOIS

B

i
{

______ -

The above map shows the route of the new fowa: Railroad Co. across lows:on-
the former easi-west line of thebmuupt-mmmmmd. e e

=



By g Mccauley Flansburg

IOWA CITY — Red, white-
and blue streamers adorned the
old: JTowa: City train depot and:a-
tape-recorded- version of “Rails
road - Bill” played in: the back-.
ground’ as’ a: train- owned' by the-
newly formed Towa Railroad com-
.pany- broke the ribbon. strung:
across the tracks to celebrate the:
state’s-newest east-west rail line:

Ahout ?0:

persons, “in- S
cluding several ~ Johnsonf-u‘- 5%
County

city,  county:
and’ state- offi-
- ¢ials, were on:
“hand” in the hot Monday after-
“Tioon. sun to welcome the train
“toting railroad and state officials.
.~ The train ,arrived from Des
- Moines; where. ribbon-cutting -
ceremonies had taken: pIace ears -
'-her in‘the day. o7
+":The Des: MO.IHES:baSGd Iowa
TRaxlroad began carrying freight
¢in! Juneion fhe old Rock Island

Bureat:, I]l ’I‘he comgany was:
.. Gazette: Johnson: County Bureau - ~ able to strike a lease agreement
for the~ tracks with  the Rock

Island bankruptcy trustees and
the Interstate Commerce: Com-.
'mlssmn. The: tracks had not been

used since: 1980, when the Rock
Island went bankrupt.
- Bryan Whippie; the company's
presxdent, told the crowd the new:
freight service puts central lowa
-“back on the map as-am: xmportant"‘
; fretght carrier.” -

- During: the. nearly: four—hour :

et trip: from Des- Moines, Whipple ..

.~ said it appeared the tracks were
" in relatively good shape, in tpite
: ef “a few rough spots.’” TR
< He said the trip was unusualiy
¢ long because the entourage {mm,
Des- Moines stopped several,
times-to. pick up vanous officlals :
along the way. o st

on,glany, Whipple said, is to pick -
-up business lost when the Rock -
Island went bankrupt. Since then,
".he.,saxd busmesses were: forced’ Universii

said.

“toward

e ‘top. priority. facmg l'u ;

o=t il

Des M01nes
Jualy 155

g ck&,_’-.ﬁ*om Councxl _Bluffs ‘!& Jto. use trucks:

aj.i ab-—=means °§i gmesm
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A railroad expenmem

The new Iowa Railroad Co. —

running from Council Bluifs..

through Des Moines and the Quad
Cities to a Chicago connection at
Bureay, Ill. — is an experiment,
as its president concedes. The ex-
periment is to find out whether
shippers who bave lost rail
service and turned o trucks will
go back to trains. -
The longer the old Rock Island
mainline across Iowa remained
idle after the “Rock” ceased op-

erations early in 1980, . the .

greater the likelihood that on-line
businesses would find they could
get along without it. The kind of
service and rates the Iowa Rail-
road offers will be a major factor
in truck-or-train decisions.

The new: company faces
another danger at least as great
as insufficient traffic to pay the
bills: Its track may be sold out
from under it, because the lowa
Railroad is merely leasing the

line from the bankrupt Rock
Island system’s trustee, who is
obliged to sell it as soon as he can
find a buyer. The Iowa Rail-
road probably can’t afford it.
The.buyer might be a major
railroad wanting its own line
from the East to Omaha or from
the West to Chicage, but this is
unlikely. Or the buyer might be a
junk dealer. Or it might be one of

the roads operating between |
Chicage and Omaba —- the |
Chicago & North Western or the |
Burlington Northern — willing to .

operate local segments (as the
North Western did for awhile)

- but mainly intent on tearing up

parts of it to eliminate potential
competition for long-haul freight.

transportmg theu: pto&ucts_ \\ {
 “We now need. to build"up: -]
traffic to. the point where it's
profitable;” ‘Whipple- said.
.need to solidify: our: base.”
‘Towa Railroad’s- freight ' cars:

. will " normally  go: through - the
 Iowa City area at night; Whipple . -~
“You won’t see much, but
you’il hear our whistle.”:

" Rep. Jean'Lloyd- .Iones, D- Iowa
Cxty, said the state- must work
“total restoration” of
lowa’s railroad system. :

Lloyd-Jones, a longtlme- pr0~
ponent of both fr:
. senger rail service restoration: in:
Towa, "said, “Not only have I
hoped to have trains-go through
here both ways, but ¥ hope: ta(
have people going bath: Ways. .

_ Befare the crowd in Des 4
" Moines; Whipple said the lowa
Railread is negotxatmg to begin
specxal football trains from west-
_em. Towa: to.Jowa: City, where the

“We. ”

s .m'w-f»uh shashislontpase,

eight and pas-

Bosvadn, m

WHESE

v--f---_-pq
el

Towa: piays home

Or the buyer could be the state
of Iowa, using money from a
$200 million bonding program
approved by the 1981 Legislature
and now tied up in a court
challenge. The state would not
run the trains, but would lease
operating rights to private
companies, as several other
states have done.

On-line shippers will play a
eritical role. They don't exacily
face a challenge of “use it or lose
it” because they might lose it
anyhow, but they ceriainly will
lose it if enough of them don’t use
it. The more they use it, the more
likely the state would be to help
out; the more likely some private
company would be to buy the
track as an operating railroad.

There is danger in a growing
reliance on trucks for long-dis-
tance freight-hauling, as:
highways deteriorate and uncer-
tainties in the Mideast remind of
the insecuriiy -of petroleum
supplies. The tracks the Iowa
Railroad runs on are a valuable
asset that the new company and
its potential customers shouid be
encouraged to preserve;
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' ny report.ed- a -percent eciine: in et meome;]
10:$30:2 million: on reventies of $780.9 million. The |
railroad’s. pre-tax income: in that quarbershranl:

JOHN Y. scHMIDT, president

- Santa. Fe Industries Inc., talks about: - cnnn.w‘ ng : WMW to $3.1 million: from $36.8 ‘millien, while the pre-:

- the Chicago company’s coat frolds in mmt!:apm,g the pfojeet tax earnings from’ petroleum production: shpped 1

northwestern New Mexico willr all the inx the spriog of 1981 4 wmamﬂhnniromsﬂﬂnuﬂmn. e |

*mmmnmof ar mspeeﬁor'sfainng The 1CC decision: is bemg ehai 4 'I‘hedtsmalfirstquarterfoﬂowedadmappomt—%
e fate, Gallo Wash, Burnbam  lenged by several Navajo Indian com | mpementg et o 32422 million. And.the 198F fourty
L Star Lake. Tl ed by: Ny $242.2 million. 1981
wﬁm Rock Wells, Ghaco. €an- _ munities: in New Mexito, a group of}

en¢al . quarter also roughed up Santa Fe: Earnings'
mﬂrﬁﬂi&?&s °§1 m%m;mmm;m ;ﬁ;‘ n:n the. dropped 47 percent from the year-eariiér period. .
laad chch: OF. Unitodk States: Court: of Appeals in; - The second quarter is expected to.show some.
segitwestern: wilderness: whese: the: o L 00 T o ks to Diock the-  iIprovement, due-mainly to an extensive cost-
firm mwwmwmﬁ’a' z : ,  cutting program- launched in February. “There |
ra:!linetobanht._ : iwill be improvement over first-quarter lev

s predicted Jim Voytko, who follows Santa Fe for
Iateonﬂ:eeamgsmwm _;m mmm Paine Webber Mitchell Hutchins. “How dramats*
gammgdtmmnﬁ “Santa Fe' ab. an. Iopportune’ m;ﬁ 1c1t:sdependsonhuwwe11theyredm&theu‘e
Pescueoes;; faccat: groduets - Like: other railroads, the: Santa costs.” - <

" peak: qatce: pps St 8 fete 4 L SINCEEARLYhﬂhoyear,SamFehastaid
hn.wm::heamedtmm& boff about 2,000 railread employees. The railroad .
; i 2 AR A8 vmrkfonx;:eoiza,ﬁeemdownm—pementfmmths
: ot 1) contracts apd” LTSt GQuUarter. . |spring of 1981.. &7
mmmg o e iensifed, promoting | T pacen company lso e sased s 1052
JuaanmmNmMmue& > | g projected: capital- expenditures of $593 million.

. 4 the- y , . -,The railroad has curtailed its maintenance and -
m m cm fo‘ m R4, xlmmm m M M ]mnmv-ement pmgram’ and some 0f Santa Fe’S {

‘, not only to. build the 28.1-mile first ‘pojiroad’s: all-impertant -sesnitta@le? | gmaller businessas, such as trucking, have seen '
" 'ségment of the- rail line, but to be %g%b::tk service, which -accounts §the1r capital expenditures budgets cut off com-
- involved: in developing and operating 20. Wm"f its rail revers | ¢ pletely. Other capital projects-have been put on;:j
_the mine, which is to-begin qperation . ‘-fues. | Senta Fe’s.  traffie, © | pold, Schmidt says. - - %
“in 1084 COmpamesnsuaﬂwleasene-‘\‘ﬂllehEfe““’!f311391“53“““1931!is % “Roughly,lwoujﬂsaywehavemexemsaf
serves for others to develop. = uplessﬂmnlmﬂtthlsyearm) '$100 million in capital expenditures in that hold
. Santa Fe. hopestoevmtuallyex— m@m&!ﬁmm_m | category,” he said. “We're playing it almost;

-taxltherailhne, called the Star. !argesl:smhm '-“weekbyweekmsomeoftheseamns.” :
‘Lake Railroad, about: 108 miles into: The helding company’natural T " Sehmit sees a slow recovery. “Santa Fe sz
the coal country. ; mbusmhassuifere&mm comPlexmmpany,andm‘smtgemgtohngpen
- The mine will tasm;n:ﬂ:enhns ﬁewmm:immaigx “simuitaneously for each of our businesses. 1
ofmaimazamcﬁigd Lee Ranch.  peivolesm eline of $4.90 & barret  don't- thinic that, in general, there will be a
The firnvestimates ihe mining opera..  €Tage. price < 2 D> noticeable pick-up until later in the year, and I
will <36 billion in- predax: - -—ot-'cmdeﬁ oil compered with: May, .
_Sen will pemp i has d im,ﬂmem don’t think it will be a very rapid pick-up-for
I;;:afmwfs'anta Feovertness‘-year _ ﬁ?ée: business: That's why I think we'll come- out of
e ity contraetsy i thi= slide gradually.” &
“T think it’s an. extremely impor. Sentd ?e’g.?fﬁ“fm sisw s T
tant project for Sama Fe, perhaps the = beswiaurt by sizebie-lasses. from dry . GNE' PLUS Is a projected record wheat hars
single. most- imporsant: ons. for Samta-  POIESs particrtarfy in the 1981 fourth  yest, which is expected to bolster rail operations
Fe,” said Schmidt, who: has: been i - quarter.. Failed drifling’ ventures. i  jn the third quarter. Grain is among the rail-
m of ﬁmg the: fipm’s' non-- ‘; eastern Texas' ‘resuited in-writeoffs of . road’s major--mcargoes_ In addition, sharply h.lgh*
rail businesses, which ase mainiy en- $163- million and were due to “bad"  er natural gas prices and a doubling: in gas
ergy-related. ; . -engineering: and. geologizing.”  production have heiped: offset the downturn i
“Immﬂlmm?ﬂfﬁ, ' Schmidt conceded. ‘Wehnvetopet the oil business:
*including the discovery ef mest.of the ' those: iy the-category of management: (Qn the other hand, labor problems loom. The
coal”” he added in an interview at ggtakes whlch have been cnn-aer.- gmttgg;-hood of Locometive Engineers and the:
Santa Fe's Chicage: dquaﬂa’s nited Transportation Union have threatened fo
1,500 miles. from the m tiids he . THOSE mﬁ‘? mave “ui::' . strike the nation’s railroads, and two weeks agos
elped survey, ewplere and study. _ their: toil oly Santa- Fe's boitom President. Reagan averted a walkout by engine-
o 2 g;aumqmwm ers. by imposing a 60-day cooling-off period. The-
' m THEM mimnnmﬁea UTU could sirike: July 30, ard. it has targeted’
- not out-of the-woods vet: _three:railroads, including the Santa Fe.
Santa Fe:has yet to.cbtain: .sl! the"
whicl has m@m Continued
deeade: by coust: chailenges, govern-
ment - zeprevais: snd. ccopemer dard’
nmes L%t mes: the: United: m
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Chicago Tribune
July 21 concluded

*Meariwhile, Santa Fe'is continuing its longer<Z
term efforts to become a greater force in natural:
‘reseurces. The company recently signed a jointd
venture agreement with Beleo Petroleum Corp.
and a privately owned firm to explore a.portion:
of the Anadarko Basin-in central Oklahoma. The:
. gize of those reserves, primarily mnatural gas,
will be announced next month.

- Schmidt also is spearheading Santa Fe's ef-
forts to diversify into other, less capital-intensive:
. businesses: than railroads,, 011 anr} gas produe 3
txon,andcoalm:mng. el é

SCEMII.VP ALAWYER,hasbeenpresldentof‘
" Santa. Fe since 1977. Company observers say he
mhmrappaxenttochaumanandcﬁﬂfmcuﬁve
- officer Jobn S, Reed, who turned €5 last month,
""Reedhas?f?nmuncedpﬁnsmremeaudmsﬂ
-terny: as- “chief - e:neeutwer has-bem mndedi

.w,through Aprihy o oo T e e s R e e m,;

I and when Scbmidt, 54, does-ascend’ to the:
Santa Fe: helm,. the company will likeiy ba-
- propelled-even further into diversification, indus="
. try experis-predict. “Schmidt ciearly is:a differ=!
. ent type of manager than Reed,” one analyst:
'said. “ReedmamﬂroadmanwhﬂeSchdet:sa
«general:st. 5
©. One otSchmxdt’s pet pmjects w Iast yea.r’s_}
- restructuring of the company’s real estate opera--
'~ Hon, which had focused on inducing shippers ttr
locate along the railroad. The revamped bus;-
ness is working to develop the company's 22,000°
"‘acr&s ‘of mvatmenx property mamly through
]ou:t ventures.. - !
S “Pye kind of put myneckouton thssune, !
Sr:hrmdtsaid “I’veheenaehampmnufthe
¥ wmle thing My reputation isiriding on this.”

}
-5_1- WHEREDOES ALLthisleavetheraﬂmad"!t
*-pravides about two-thirds- of the parent com--
i papy’s revenues, but only about one-third of its"
‘. pre-tax profits. Those percentages have stayedﬁ
_ relatively stable during the last several yeam
" although they are likely to change. -
.. One factor is the company’s emphasm o
.- natural resources and its intent to exploit its coal:
Teserves. Another is its. cantmumg zeel for a
railroad merger. .
. In September of 1980, Santa Fe and Southem
Pacific Co. aborted piansto merge, four months:
to: the day after-they were announced. Whether
Santa Fe revives that attempt or tackles a new:
one largely hinges on the outcome of the prow:
posed merger of Union Pacific Corp., Missourd
. Paeific Corp. and Wesiern Pacific Railroad Cos-
7 One ' reason the Santa Fe-Southern Pacific:
merger-unraveled, many feel, was fears the ICG
* would reject it on antitrust grounds. If the large~
scale. Missouri Pacific-Union Pacific-Westerm
Pacific merger goes through. it could breathe:
pew life into a Santa Fe—Southem Pacxﬁc com=
~ bination. :

“The rail mtuatmn has ta be raﬁonahzed,
Schmidt said.: 1 think we: have to lcok af our
position vis-a-vis: thenattmeoftheralh-ua&lim

_that are forming and have been fo :

-
.;.\A.Au\_lz
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‘Whow wants lana inS.D.7

Hardly anyone lt seems .
Associnted Press

Pierre, S.D.

Minneapolfs\
Star/Tribune
July 10, 1982

South Dakota’s 1982 sale of publk:
land¢ has: been canceled. because:
few: people. were interested, Public
Lands Commissioner Jack Gerkexr
saidWednmday i

~““The dlscreﬂon to cancel the amma.t
sale is based on financial conditions
and is for only one year.” Gerkem
said. “If conditions improve as they
seem. to_be,. a3 sale for 1983 wouldl

¥,

then proceed as usual. ;

Gerken tited poor econcmic gondi-
‘Hions- on: farms and ranches for the-

'4
’l
<

§ |
1
i

..‘

]

lack of land inquiries. Although re-
‘cent rains have improved the. agri-

-eultural, outlook, most farmers and.
_ranchers want to take care of ather.i
needs betore they buy more Iand he’
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 FALLS, SD.{AP) = Sen. Larry Premler R
SD says he's worried that Buﬁmgt&nNorth Inc,.ﬁas
‘Soutk Dakota.

BNI is a holding: company;. ‘formed more than a year:

ago, which controls the Burlington Northern Railroad as- |
well as, extermve 1 terest& in: timber; mmera] and real :

“BNI’s Ermh‘oad subsidiary owns 415 miles of track in-.

South Dakota and: has also: signed contracts to operate <
trains over the state-owned core rail'lines. = i

Crities fear the: BNI reorganjzation could: lead to the i
demise of the railroad, which operates more than half %

_ rail lines in South Dakota. .
Pressler said he is ‘‘very troubled by what’s going to.
ha'ppen down the road.in terms of being captive to- &g

’ holdmg eompany that’s not' a rallrna e Gannett News |

L ' only gox a
“about. !,he Burhngton Northern, and they aren”g,_mmi
‘about. the” BNI's plans. ‘After reviewing the B
reorgamzatmn, state Hail Director Jim Myers said, “Our
view is there isn’t a reason to be worried about it"” f
* mght now, BNI is struggling for} the second time to "
defend its reorgamzatmn before the interstate Commerce ‘
' Connmssmn L - TR &
A year ago, the 1CC dxszmssed a eomplamt d:allengmg
the reorganization. But later, a federal court returned the |
case to the ICC for rewew of a prevmusly unccns:dered
‘matter. . . - : i‘
The rax]road-tumed—holdmg company also is fightmg a.
fire in Congress. North Dakota and Montana lawmakers §
-have introduced 1egasiat10n that could interfer with a:
holding company’s- efforts. to. deveiap resourcw and%
abandon branch lines. = =
.In the next three years, the BN wants ta abandcm up tov
1,200 miles of track in. North Dakota, Montana; Nebraska
and ‘Minnesota. However, the: BN proposes to- abandun
only 85 miles of tFack in: Seuthy Dakota.
The debate has itsroots 100 years ago when the US. gov-
ernment gave raiiroads aimost one-tenth of the-nation’s
. land mass to build track and help settle the West: BNI is:
the successor to rallmads thatrecelved 40 :m]Imn acres of
public lands. . - - e i
Railroad -eor:gammtmn mto holdmg compames has:
“heen- the subject of several studies and congressional’
mqumes. The House Energy and Cununerce Gommm.ee

PP T

= D-Mont.,

o

Yexpectsd
“"_gfantﬁ"" Bl

support the railroad
: the land ‘grants,”

report from A e 1CC in August onmewmm”*
sy A

Crities insist Congrozs u:rrtt;mded for the .}and grants tm
; i simply._the publi rapons—
“bilities of the railroads must be of the sarzlzm dtiitauon asg
e said Rep: Patﬂ;!zﬂlliams D-Mont. - 3
revenue from and grants could be:

transferred to other, more profitable subsidiaries, leaving:
fmanmally-marwmal rail lines without adequate support.

- But testifying hefore Congress, BNI President Richard:
Bressler argued that the railroads. have more than paid;

_,new because it is.
profitable company.

off any debt for the land grants, and there is no contii
-legal obligation to link them with rail service. :
-“Bressler gsays Burlmgton Northern Railroad is better :
part .of a better-operated, more

J

;»=The flow of money mthm me compan g
4 y ham t reaﬂy
_changed, he said, because land grant profits never havel

-gone directly to the ranlroad but have been spentia&
: 3

7management thought best. -

- Bressler said he isn’t trymg to get out ot‘ theq'raﬂmadz

: business. He said his firm has spent $1.4 billion over the
" past three years to improve track, and the company rlans
_ “totriple ﬂs expendmue for track mamtenanee machixie-:;

:'.thls year: i

- Bressler demed charges from cntus that he is shoppmgg

»

4

fos an oil company to buy. But as a former oil company,

. executive, Bressler admitted he’s loolcm for expertxse -
. develop BNI's massive _resources. g &

2 e ety
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Pat Wflliams asks

BN coal swap probe

i{}sLhNA lAP) o Rep Pat Wlillam proposed coal exchange near Circle:

Burlingfon: Northern's-' coal mining

C(h s
-~ The- Iawmaker :,ald
“serious questions:about the: propriety
of this: e‘ccnange-and‘: the:BLM’s han—
dling of it.’” Among other things,

Wlﬂlam? said he was: ‘amazed” the:
EMidididtknow about:the relationship:

be:ween:—-_ 2N Railroad:'and: Meridiam:

whem.it made the-initiak:analysis ot the:

said ¥riday he will ask the
General - Aceounting:. Office, ag in--

|- vestigalory arm:of Congress4-eaview...that alscowns BN: Rafleeadss-—=
the proposed coal land swap between .
* the Bureau:of Land Management and-

submdtary, ’\tiendmn: Land and Mmerai“'_
G . sidiary:
zhere are-

- Meridian is: the coal-mining - sub=
sididary of BN.Inc., a holding compaﬂg

Williams' added . that if the swap is:
approved, he will introduce: a bill'
requiring the-resulting. BN profits go: fo:
the: holding compauys raltroad sube

- He alsor noted thata GAO review last
year of @ proposed exchange:in Utaly
“raised such: crucial - unanswered
questions that thedeal was canceled.” . .

BLM is- considering, a, BN plan
swap company and gover ment.coal in:
are area of checkerpoard: ownersiipr
neae-Cireles: . o it

ik, Gip ol

i i
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 Judge blocks strike_ on Santa Fe

TheAmhison,Topeka&Santn FeRailmycmnn,
United Stated DustnctComt inchmagutbatwﬂl.
biock a strike by the United Transportation Union.
‘that threatened to:shut’ down the: railroad’s opera-

jons nationwide, Judge Joseph Sam Perry, Wm'

tions

restr order agamtthe union on
issued a 10-day mainmg 28 " e
days of hearings. The union’s 7,000 workers:
threatened to walk out Friday night over a disagree-
ment on-local work rules regarding seniority. The |
railroad is a unit of C!ncagu-bane& Santa Fe Iﬂﬂlﬁrv

{ries Inc. A - S

Mm\'w

13

ago Tribune
10, 1982
Articles

TR T TR

Bv Shetfa Tefﬂ:

fic and the weak economy, the Chiéa-

go and North Western Transportation -

Co. is: laying' off 10 percent of its
management employees, The Tnbune
has learned.

- ““We're being affected by the rec: -
- ession just like everybody else;”
“Jim  MeDonald, spokesman for thg.--_

“said ”

C&NW, confirming the layoffs.
_The layoffs are expected to affect
‘up to. 130 middle- level managers,
including thos&f takmg eariy retxre«
“ment.

~_The C&NW has about 206(} rall
workers on furlough, and its work:

force is 3,000 to 4,000 below last sum-

mer because the railroad hasn’t hired . .
"as 'many seasonal werkers to work on
“fridck improvement, maintenance and’

“other constructwn pm]ects,
McDenaId saxd‘ o e

THE C&NW s WORK force normal-.
‘Iy mambers around 13,000, including

£1,200° to! 1,400 m'anagement personnel.

.:The railroad industry is suffering

- from declining. shipments of grain,

‘coal and other commodities. An esti-
mated 50,000 workers are out of work,
according to the Association of Amer-
fcan Railroads.. - 5

" The: industry trade gmup'feportefi.

S e e T

g &NW sets Iay()

7 “ thaﬁ: trafﬁc, as'.'.'meas

HAHDHIT BY depressed rall traf-

== g

ffs
)

: has been mnmng ¥ to- 10 percentg
- below last year’s' levels: while card
“loadings are off more than 10 pereent_i
The industry also is'facing the pros=
-pect of a nationwide strike, althoughq
President Reagan on Thursdayaver-!

" ted a walkout scheduled for Sundaw

by locomotive. engineers by ordermg3
a 60-day- coohng off’ pertod.

" SINCE THE F'IRS'I‘ of the year, .u:é
"~ C&NW reported 4 $7.4 million net fosst
- in:sthe. first quarter and s:gmﬁcant,
© declines in carloadings of most- major:

. commodity groups. While piggyback
- shxpments have: increased’ over lasﬂ

“year, ~shipments. of such’ lucrative
commodities as. coal are off 10 ta Ia
- percent, McDonald said. =

The first quarter deficit, wluch i
cluded a $17 million pretax gain fromt
the sale- of the railroad’s Chicago
_passenger: terminal, compares with

< an $11.8 million profit in the first

period of 1981. Operating revenues: i
the 1982 first quarter declined 23 pers
cent to $199.6 million. - 4

The company had record earmngs*
_of $54.3 million last year, up from $39;
million in 1980, However, traffic start=

—ed to weaken in the fourth quarter of

last year’ whem. net income fell" 5
percent fo. $13.3 million and revenuesf
dropped 13 percent: to 3225?":131111011

By Hudoi;jﬁ' Ungé.r g
and Shelia Tefft

THE ATCHISON Topeka & Sa.nta
Fe Railway Co. Friday wonea 10-day
restraining: order against the United
Transportationr . Union, bloeking a
strike that threatened to shut down
the railroad. .

U.S. Distriet Court Judge Joseph
Sam -Perry granted the raiiroad’s re--
quest to. temporarily- preohibit the
strike, which was scheduled fo begin -
at. 10:30: p.m. Friday: The judge set a-~
hearing Monday- on a motion for a:
prehrmnary mjunctmn against: the:
union.

- Santa: Fe; a-unit: of Clncag&based
Santa: Fe industries: Inc., filed: the-
lawsmt late ;hursaay- affer "ecnmng

- R

cenesroria, fr 1Y

o blacks Santa

o teiegram: from ”the union-saying it
- planned to strike over a disagreement
.+ om work rules regarding seniority.

The walkout threat was made just:
as:President Reagan was imposing a

60-day cooling off period to avert a
national rail. sirike, although Santa:
- Fe insisted its dispute was not related

to the national 31tuat10n

AT THE HEARING Friday, Ronald
A. Lane, attorney for Santa Fe; la-
beied the disagreement a *‘minor dis-
pute' and said a strike would be
uniawful under the National Railway
Labor Act. Despite union claims: that
it had exhausted ail possible avenues'
for resolving the dispute, the raiiroad
contended -that the union had failed to
pursue arbitration on the matter:

- In onposmg the: Sama Fer r'equect

i b e S

; pledged to honor- picket- lines::

Fe smke

union: attormey John J. ‘\E"Lchmn ~31¢
the dispute' arose because the rail-,

- road reached an agreement with the:

Brotherhood of Locomotive Engineers:
that. the: union said impinges on its:
members:

Union officials said the raiiroad had
violated its agreement with the union:
by pmmoting an estimated 1,500 peo-*

*ple to engineer’s seniority before they
had achieved firemen’s status.

Naughton . claimed the agreemenz 3
with the engineers, reached last Feb-.
ruary; came about without the invols:
vement of the United Transpon‘auon‘
Union: .

THE WALKQOUT wouild have direct-
ly- involved - about 900 firemen, al-.
though the-remaining 7,000 Santa: Fa:
workers: represented: by the: umﬂxs.

e




Cuttmg Slze of

-~ By DA\HD M CAWTHORNE
; Jaurnaloanmmercestalf , :

WASHINGTON - Leg1s!atxen re-

- ducmg the size of the Interstate '

Commerce Commission from 11 to-
five members has cleared the Senate: .

Commerce, Science and 'I‘ransporta g

“ tion Committee: ~° - gl o
If the bill is signed mto Iaw asis, it
would eost. 1CC .Chairman Reese H
Taylor Jr. his job. - . ;
But. since it cleared” commltt.ee
most observers think: its chances of
enactment are quite-slim. |
“-. - Specifically, the bill would reduce :
the size of the commission from 11 to-
- five members. though the present six
“would be grandfathered in. .~ ..
~ This means that 1CC: Vice Chair-
man Reginald Gilliam Jr. would not.
: be Teappointed or replaced wheu hls
. term expires Dee. 3L - - . 0
- Chairman Taylor’s' term expxres
Dec. 31, 1983, and here’s the rub. :

Federal law: currently requires
that the party in power has a one-seat -.

ma}onty at the commission, so if the

“ size is cut to- five the party lineup--
"“should 'be three Republ;cans and two -
Democrats. o« ; %

SRR T

.Journal of Commerce

R S SO it

g

3 But the ICC- wxll be composed of

# feur Republicans and one Democrat

. opee Commissioner Gilliam leaves, 50
a Democrat would have to be named

‘ toreplace Chairman Taylor:

If the bill'is signed into law about.‘
‘the: only. thing that could get Mr.

Commerce Commission assertions

._that the court has no power to order

the agency to release finai rules

. outlining what must be in rail con-

fracts.. See Page 14A.

Taylor teappomted is 1f one of the

- three other Republicans at the com-
' mission resigned.

They are Commissioners Frederic

" Andre, Heather Gradlson and Malcom i

M.B. Sterrett.

ICC to 5 Memb_ers

- commissiom has not been at fuli*:
strength for years.and has,seemed to

. get along quite nicely.

"lA’federal court reiecfs Interstate - -

“they added..

Fewer commissioners alsov mli
reerct the commission’s reduced role::
in the new regulatory enwronrrent,

3
1
'i

1t also will save money.,. :

It costs about 3500,000 a. year to
operate a commissioner’s office, one-
Senate source pointed out, so lopping
off two cor"massmners would save §1

_ milliom.

s AL mﬂhon bucks lsn t much when

“yow're looking at the 'deficit” we 'Te ;

‘-;_schedule few expect the b111 to” make
“itintelaw, v T

- Several grounds ‘were cited to -

‘justify reducing the number of s:ttmg
1ec commissioners: : 7

“Every other regulatory agency in
government only- has five members,
they pointed out, so it makes no sense
for. the commxssmn to theoret:cally

khave i1,

The sourees also noted that the
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Survey Says
Truckmg

In Bad Shape’

s

Journai of Commerce Statf -

WASHINGTON — The truckmg

m‘

"industry is in bad shape, according to-,
an American Trucking Association
survey-showing that four out of five-

trucking companies lost substantial
amounts in the 1982 first quarter:

" The Regular Common Carrier Con-
ference — ATA survey of 190 general
freight: motor carriers reported that
153 of these-companies: showed after
tax losses totaling $76:1 miilion com~

pared to-net incomes of 311.8 miilion.:

in the first.quarter of 1881. .

"“Anothér 13 companies. which had’
been a part of the fourth quarter 1981
,survey are no longer included because
of bankruptcy, cessation of general

freight operations, liguidationor simi-

-larfactors; the conference said:

H

5ok TR LR Al R e F

The - difference. between. revenues..

and. expenses was wide, according tor
Revenues: fotaled 33:05:

the survey.

hillion: ana expenses were: $3:15 billion:

inthe 1982 first quarter.

e

the Publlc Works Committee.:

‘facing,”” he conceded, “but you ! have
; to start cuttmg somewhere :

g

But since it is ‘so Iate in’ the

Several Hill obsewers pomted'out :

‘that. it must clear the Senate Floor, -

the House  Public- Works and Trans-

- portation- Committee and the fall

House before it becomes alaw. .. i
They expressed some skeptlc:sm
that such legislation will emerge from

i
]
i

it e ﬁx-‘-\. R '.in R e e

Wall Street Journal
July 12, 1982
Excerpt

S_IK CGmpaﬁie-é'

g Iﬂ.yntfs and salaryz cm'bs were announc:eii
hy‘ §ix‘companies. o

Chicago'& North “Western™ Transportation:
Co., Chicago said it is laying off about 138,
o m%, of its managers because of declmmg
-rail traffic..

The railroad said mostly middle-level’
managers will be affected. It attributed itsé
decreased commodities shipments to the
weak economy. Currently, the company has
abom 2,000 workers: on furlough.

- The railroad posted a first-quarter loss of
5'{ 5 million, compared - with year—eamer*
. profit: of $11.8- million. ... b
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Rail strife puts Reagan in the middle

President Reagan faces a delicate test in
labor-relations policv over strike threats
by two big rail unions, representing
120,000 operating employees. He dislikes
intervening in private-industry labor dis-
putes, but the threat of a national strike
leaves him little alternative but to apply
the Railway Labor Act. This means nam-
ing a three-member emergency board to
delay the walkout set by the Brother-
hood of Locomative Engineers (BLE) for
10:30 p.m. on July 11, and he will have to
cope with the promise of later, selective

An emergency board the
President must appoint will
have ta suit both sides

strikes by the United Transportation
Union (UTU). If the board is perceived as
antiunion, Reagan may lose more of his
blue-collar support. If his nominees are
too soft on unions, Reagan will disap-
point railroad executives who say they
need relief on costly work rules.

“If ever we had a chance of getting a
decent emergency board, this is it,” says
a top officer of one big Eastern railroad
who expects sympathy from the White
House. The railroads settled with non-
operating crafts last December on a 39-
month contract that will raise wages by

32%, assuming 8% annual inflation. But
railroad management held out for work-
rule changes in talks with operating
unions, while offering the same pay in-
creases granted to the non-ops. This set
the stage for a barguining stalemate
through the spring and summer. “If the
non-ops were bargaining with us now,
there is no way in hell they would have
potten so generous a settlement,” as-
serts one rail executive who opposed dast
year’s settlement but was outvoted.

The two sides have exhausted the
lengthy processes of medialion and arbi-
tration required by the law, freeing the
BLE to strike on July 11 and the UTU on
July 30. The earriers will be [ree W lock
out workers in return. But the naming
of an emergency board delays a strike
or lockout for G0 days while the board
tries to find a solution. Failing that, an-
other strike threat would probabiy bring
a reluctant Congress into the picture to
legislate a settlement this fall. Members
of Congress do not like getting invoived
in rail disputes, especially so close to
elections, and will be bringing heavy
gressure on Reagan znd his board to try
to get a BLE seitlement that could then
be imposed on-the UTU.

Forcing 2 settlement will most likely

take pressure from either the White

House or Congress. All talks have been

broken off. “Positions are set in con-
crete, and the concrele has hardened,”
says John F. Sytsma, the BLE's presi-
dent. He concedes that the carriers
“probably feel they are dealing [rom
strength,” but he is taking steps to fight
back. Most industry and labor sources
say that Sytsma does not want a strike
and that he carefully telegraphed his
punches to the White House so that an
emergency board would be named. In
the meantime, he has joined six other
union presidents on the Republican Na-
tional Committee’s newly formed Na-
tional Labor Advisory Council. A Repub-
lican, Sytsma denies that he joined the

council just to influence the White .

House on the rail talks, but he boasts of
“good relations” with the Administra-
tion. He is also lobbying key members of
Congress in case the fight gets that far.
The upper hand. More trouble could come
from the UTU, whose president, Fred A.
Hardin, has threatened selective strikes
after July 30 against the Southern Rail-
way, the Santa Fe, and the Baltimore &
Ohio roads, because, he says, they have
been the most “recalcitrant” in negotia-
tions. Such strikes do not normally war-
rant an emergency board but could set
in motion a series of tough management
steps that might make it necessary for
Reagan to intercede again.
Management sources say that in the
case of selective strikes, the struck
roads would operate wilth supervisory
personnel—"“business is down so much
anyway that we might welcome it,” says

July 19,
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one rail stralegist—and that other roads
would pileh in to a mutunlaid fund for
those slruck roads. Nonslruck roads
would probably begin unilaterally impos-
ing new work rules: culting eabooses ol
freight trains, eliminating supplemen-
tary pay, and broadening work classifi-
cations. The UTU would likely widen its
strike at that point, forcing the White
House to appoint a board, perhaps with
the same members as the BLE panel.
At the moment, the carriers may have
the upper hand. The industry, which
splintered enough in 1979 to lose a bid
for national work-rule changes, has
shown strong unity in this round of
tatks. The operating and nonoperating
unions are split over tactics, and as the
economy has cut rail traffic and reve-
nues, management’s spine has stiffened.
The-question now is whether President
Reagan will get tough, too. L]
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T&e flirtation between the Reagan administra-

serious love affair. : ‘
The Interior Departrent, for- mstance, was: set
up to protect federal lands from exploitation. But

‘._‘_‘w,__

he’s on the side of the exploiters. In strict secre-

to let them do something that Congress has ex-
plicitly forbidden. -

iy e

Here'sthestory: o

- gress: in- 1920, prohibits raxlroads from mining
coal onfederal lands. The purpose was to pre-
vent:'the, raﬂr,oads from ereatmg an- uniaxr mo-.
nopoly. -

“They’ve already got arail frelght monopaly

‘explains-Sen. John Melcher, D-Mont., who alerted '

to bid higher and set the price not only for trans-
portation rates, but the price of coal itself.” - -~

the railroads and the Reaganites’ are trying to. .
. subvert the stated will of Congress by getting the
Justice Department to wmk at the: violation of
the law. :
" “This is public husmess ” the senator told my
associate John Dillon. *“This should be done right
in the public eye with full publie disclosure. The. .
question was presenied to Congress whether to
- change the law. Now they want to go: around the...
law by getting Justice to change its position.”

the major coal carriers; Buriington Northern and -
Union.. Pacific, own hundreds of thousands of
acres obtained free from the tederal government
in the last century.

But the checkerboard pattern of these land
grants along the railroads’ rights-of-way — in-
terspersed as they are with land that the govern-
ment still holds onto — hinders the easy develop-
ment of the coai. And, of course, it also provides

" tiom and corporate America is 'developing mto L ot

Secretary James Watt repeatedly has acted-as.if .

cy, his aides even asked the Justice Department.- ° -
~devised a “cooperative leasing” program to give { °
.the railroads access to the federal land. If al- |
*=:. lowed, this would give them control of the coal, | |

The Federal Coal Leasmg A‘?t PaSSEd bY Cﬂﬂ' its production and the means of transportatmn =t
-a rohberbaronsdehght. A Al o e

- Intener Undersecretary Donald Hodel tried the
" back door. In a confidential letter to the Justice

_If you add’a coal monepoly, it would get worse,” ‘..

me Lt plveastay. - Piey ronid bema poatios ‘rroad affiliates as well as the railroads them-

Melcher is.most upset over the shpperyr way ""’_1920 law. - b2

- with railroads would be permitted to lease feder-
- ak.coal lands. This would be a distinction without

- a difference; the coal would still be controlled by ;
the railroads. : e

. “newspeak,” asking that the law be reinterpreted

I’s not as.if the railroads don’t aiready have:: -
plenty of valuabie coal lands inthe West: Twoof

« he gave the game away by admitting: “No doubt

So'the obhgmﬁ Inienor Department officials |

“When this proposal was rebuffed b Cengress

Department, he asked that a crucial interpreta-
tion of the law be “revoked irnmediately.”

The oifending interpretation deciares that rail- |
selves are bound by the leasmg pmlnbltxon of the

If Hodel gets hxs way, compames afﬁlfated

 Hodel phrased “his request in Orwelhan

“so we can move ahead and promote competi- | ;
tion.” On the eontrary, of: course, it would reduce :
competition. 5

An. Interior spoxesman duufu}lv stuck to- the i
_ dizzying coneept that by permitting raiiroads.to-. | -
mine the coal they haul, it would somehow en- |
- courage competition and bring prices down. Then

there would be some advantage (for the rail-
roads). But it wouldn’t be a huge windfall.”

At Jim Watt’s giveaway counter, windfalls are:
apparently graded like olives: smail medium,
large huge mammoth and out-of-sight.

— United Feature Syndicate :

a mtrammg federal influence.
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