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Senate accepts
tax seftlement
on railroads

By TOM WITOSKY
Regtuir Stafl Writer

Iowa would accept $6.5 million in
delinquent property taxes from two
bankrupt railrcads under a proposal
approved Thursday by the lowa
Senate. :

The Senate voted 45-0 to ratify an’
agreement between state officials-
and bankruptcy trustees requiring the
Milwaukee Road and the Rock Island-
Lines to pay 90 cents for every dollar-
in back property taxes.

Traffic World
March 14, 1983
Railroad Abandonments
(Theletler “F™ appeanng aiter the dockel pumber dend e that Lhe filing

hats been placed on micrefiche——a program initated by Lhe 100 elfecive
February 1, 197

NOTICES OF INTENT
(A ruilraad filing a notice of iatent (o abanden {ricknge or
dixcontinue service hies 20 duvs i which ty subniit its formal
application {vr the authority (o the Commivsion.)

AB-18, Sub. 461", the Chesupeake & Ohio Railway
Co. Line extending between Valuation Station
655 + 45zancd Valuation Station 774 + 10.7, adistance of
2.25mites ator near ML, Pleasant, und dizcontinuance
of trackage rights between Valuation Station
8653 + 83 at Mt. Pleasant angd Valuation Station
9466 + 75 at or near Clare, a total distance of 16.31 in
{sabella County, Mich., including the station at Mt.
Pleasant,

NEW APPLICATIONS

AB-1. Sub. 144, Chicago & North Western Trans-
portation Co. Line extending between Milepost 20.6
near Waukesha and Milepost 71.0 near Cottage
Grove, excluding segment between Milepost 47.8 and
Milepost 50.0 near JeiTerson Junction, u total distance
of 48.2 miles in Waukesha, Jefferson and Dane coun-
ties, Wis., including stations of Wales al Milepost
27.6, Dousman at Milepost 32.6, Sullivan at Milepost
38.5, Helenvilte ut Milepost 43.9, Lake Mills ut Mile-
post 56.0, London at Milepost 61,4, and Deerfiotd at
Milepost 4.8,

Al}-55, Sub. 66, Seanbowrl System Railroud, Ine.
Line extending between Milepost KT-286,60 a0 Men-

Bup lawmakers left unresolved a:
dispute between state rail officials
and county offictals over where the
money should go once it is paid. That
dispute, which pits the Jowa Railway’
Finance Authority against 80
counties, i3 now the subject of a:
lawsuit. ' :

Destination of Money

State railway officials clalm that.
they are entitled to the money, but;

‘county officials claim that all delin-

quent property taxes should go where:
they are owed. During the trial, the;
money would be kept in an escrow;

-account. : !

The two companies, which have:
been in bankruptcy proceedings for
five years, owe an estimated $7.3:
million in property taxes on land..
According to state revenue officials,
the Rock Island owes $5 million and
the Milwaukee Road owes $2.3:
million. '
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Content may differ from Milwaukee Road view-—
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Senator Richard Drake (Rep.,'
Muscatine) said the measure is:
needed to ratify the state’s accept-!
ance of the settlement offered by the’
bankruptey trustees for the:
companies in federal court in
Chicago. .

The proposal now goes to the’
House, where it is expected to be
approved.

Settlement Called Fair

Senator Tom Mann (Dem., Des
Moines) said the settlement is fair
and suggested the state might have
been forced to accept less money
under other circumstances. Creditors
in bankruptcy actions sometimes
receives only a few pennies for each
dollar owed them.

“Ag settlements go, it is fair. To get
80 cents on the dollar actually is quite
good,” Mann said.

Since filing for financlal reorgani-
zation under federal bankruptey laws,
the two railrcads have paid no
property taxes or special assess-

‘ments.

Mr. R. Milton Clark
Manager-Customer Service

Room 319, Depot

Milwaukee, WI
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Consultant says Grossman best
alternate to Grand Ave.

By JIM ELLIOTT
Herald Staff

The best way to relieve conges-
tion on Grand Avenue is to build a
relief route using Grossman Drive
in Schofield and the Milwaukee
Road rail corridor into Wausau.

That’s what Kenneth Oja, Plover
division assistant manager of the
Donohue & Associates Inc. engi-
neering and consultant firm, told
the COUGARR (Community Options
United on a Grand Avenue Relief
Route) committee Wednesday
night.

By the year 2000, up to 37,000 ve-
hicles per day are projected to be
using Grand Avenue if there are no
alternate routes between Schofield
and Wausau, Ojasaid.

The Grossman Drive route would
run north from near the Highway
29-51 intersection right through the
present Log Cabin Restaurant, then
across the Eau Claire River to
Northwestern Avenue and into
Wausau on a new road parallel to
the Milwaukee Road tracks.

This route could divert up to
15,000 cars per day from the busy
avenue, the highest of any of the six
other proposals, Oja said. Others in-
clude connecting Grossman Drive to
15th or 18th streets, using Alderson
Street and either the rail corridor
or 18tk Street, or using Camp Phil-
lips Road.

“But the farther you get away
from the existing Grand Avenue,

Cronkrite said may not even be pos-
sible.

All of the cost estimates include
resurfacing of Fifth and Sixth
streets in Wausau, and construction
or improvements to four east-west
roads, Kent, Thomas, Scott and
Franklin streets.

The city of Schofield has repeat-
edly stated its opposition to any pro-
posal using Grand Avenue because
of fears it would cut access to its in-
dustrial park, contaminate a city
well in the park, burt -possible com-
mercial development near the High-
way 29-51 intersection, and be costly
to the city.

Most of those questions were ad-
dressed hy Barbara Crosser, also of
Donohue & Associates, who said the
the less you have an influence on
traffic on the avenue,” Oja said.
The Camp Phillips route would have
the least impact, perhaps only 4,000
cars per day, yet would cost the
most at an estimated $37.9 million.

Oja projects other costs at $20.7
million for the Grossman-Ratlroad
alternative, $18.5 million for Gross-
man-15th Street, $20.9 millicn for
Grossman-18th Street and $23.1 mil-
lion for Alderson-Railroad.

Widening Grand Avenue and mak-
ing it into a six-lane road would cost
about $24.4 million. But that does
not include the costs of moving por-
tions of the cemeteries on either
side of the- ‘road, something that
District Highway Engineer Donald

Chicage Tribune
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C&NVW likely to cut loss

Chicago & North Western Transportation Co. will post

Grossman route would improve ac-
cess to the industrial park.

Since the road would have a curb,
gutter and storm sewer, the impact
on the sanitary sewer should be ben-
eficial, compared to the present
drainage ditch on the existing
Grossman Drive in the industrial
park, she said.

The proposed road, with a 70-foot
right of way, would just touch the
parking lot of a J I Case plant. Only
about two acres of industrial park
land would be needed all together,
and the remaining land both in the
industrial park and in the unde-
velpped area behind the Log Cabin
should increase substantially in
value, Crosser said.

She said she could not speculate

on what the road would cost Scho-
field, since it would depend on a
cost-sharing formula worked out be-
tween the communities and whether
state and federal money is avail-
able. \
While Dale Braatz, a COUGARR
committee member from Schofield,
said he wasn’t convinced, Schofield
Alderman Charles Brown said he
thought some good answers had
been given. He said he thought the
Schofield City Council should recon-
sider its position on Grossman
Drive,

The next COUGARR committee
meeting will be on April 13, when
Chairman LeRoy Jonas hopes to
eliminate all but two or three of the
alternate routes from consideration.

a loss In the first quarter this year despite an im-
provement over the 1982 period, the railroad's president
“angd chief executive said Wednesday. James R. Wolfe, in
Atlanta meeting with financial analysts, predicted that
the C&NW’s first quarter ‘‘looks considerably better
than last year but we probably won't be in the black.”
The first ?uarter is generzlly the company’s worst

riod, Wolfe said he expects 1983 ““will be considerably

tter than 1882, when the C&NW lost $19.1 million on
revenue of $803.8 million. Although this year is expected
to be profitable, it won't be as good as 1981 when the
railroad had net income of $54.2 million on revenue of
$981.8 million. In the 1582 first quarter, C&NW reported a
net loss of $7.5 million on revenue of $199.6 million.
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Walworth joins

rail trans

By Leah Jansen
Gazette Correspondent

ELKHORN—Three Walworth
County beoard members became
comrmissioners of the Wisconsin
River Rail Transit Commission
(WRRTC) Tuesday after the
county board voted to disband the
Walworth County Transit Commit-
tee and join the larger entity.

Members are Oliver Fleming of
Delavan, one-year term; James
Van Dreser of Walworth Township,
two-year term, and Bill Miles of
Whitewater, three-year term. Al-
ternates are Alice Morrissy of Elk-
horn and Gerald Shroble of
Whitewater. :

Supervisors voted in February to
apply for membership to ‘the
WRRTC after it was learned that
the Walworth County Transit Com-
mittee’s authority could not extend
heyond the Walworth-Rock county
line.

A railroad that begins in Elkhorn
and ends at Bardwell Junction is
equal to no railroad at all, they
were told.

The same day the board voted to
apply for membership in the
WRRTC, The Milwaukee Road
ceased operation on the track
coming into Elkhorn from Beloit.
Walworth County cities and vil-
lages along that line were without
rajl service for about three weeks.

The state subsequently granted
temporary authority to the city of
Elkhorn to begin short-line opera-
tions on the track, and rail freight
service resumed about a week ago.

The rail service apparently will
continue under the authority grant-
ed to Elkhorn until the state has
completed negotiations with The
Milwaukee Road for the purchase

it group

of the tracks and right ot way un-
volved. .

However, as a member of the
WRRTC, Walworth County now has
representation on its 24-member
board of cormmmissioners and will be
a part of all future negotiations and
other matters involving the riil
lines,

Charter members ot'tﬁe

' WRRTC, formed March 18, 1580,

are Crawford, Grant, Iowa, Rich-
land and Sauk ‘counties. Rock
County joined July 22, 1982.

Nearly 50 pages of documents in-
volving Walworth County’s mern-
bership in the commission were
presented to county supervisors
when Tuesday’s board session
began.

Although time was an important
element in the transaction, Frank
Dobbs, a mernber and adviser to
the local transit committee, said
some supervisors were reluctant to
act on the membership resolutions
until after they had an opportunity
to study the documents. ~

Because Dobbs did not receive
the documents {rom the WRRTC
until Monday afterncon, he was
unabie to get them to supervisors
before Tuesday's board session.

While Russell Devitt, county cor-
poration counsel, was at the meet-
ing, he suffered from laryngitis and
could only respond in whispers to
questions posed by supervisors.

The matter was resolved when
board Chairman Roy Lightfield
called a two-hour midday recess
during which Devitt met on a one-
to-one basis with supervisors who
had questions on the resolutions
and contracts. ‘

w
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No Reviews
For Rail,

Truck Cases

By HELEN ERICSON

Journal of Commerce Staff

WASHINGTON — A challenge by
the Brotherhood of Railway and
Airline Clerks to Burlington North-
ern’s information of a holding com-
pany was not granted review by the
Supreme Court.

Also denied review Monday was a
petition from Steere Tank Lines Inc.,
a Texas trucking company, claiming
the Interstate Commerce Commission
misinterpreted a truck regulatory
reform law when granting new motor
carrier operating authority.

In the railroad case, the union
argued that BN's transfer of owner-
ship of its railroad to a holding
company violated both the Interstate
Commerce Act-and the 1CC order
authorizing the merger of BN and the
St. Louis-San Francisco Ratlway Co,

BN'’s reason for forming a holding
company in January 1981 was to
obtain more flexibility in developing
non-transportation subsidiaries. A
holding company can issue securities
without first obtaining 1CC approval.

The ICC and the Court of Appeals
rejected the union’s arguments. -The
unton sought a preliminary injunction
from a district court but was turned
down. The court said it lacked juris-
diction to consider alleged violations
of the Interstate Commerce Act and
dismissed the case.

BRAC again went to the Court of
Appeals which dismissed. the case on
grounds it lacked jurisdiction.

The union went unsuccessfully for
a third time to the Court of Appeals,
arguing that the district court did
have jurisdiction, :
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Soo may get state assist
in bid for Rock trackage

AMES (AP) — The Soo Line

Railroad has asked the state of lowa
for $21 million in low-interest
financing to permit the company to
reopen bidding for "a key north-
south rail line owned by the
bankrupt Rock Island Line.

The request was made Tuesday
and state officials gave the company
favorable reactions. The Soo Line
then indicated its new bid would be
“significantly increased.”

The tracks are being sold as part
of a court-ordered dismantling of
the defunct Rock Island.

The North Western Railway ap-
peared last month to have won the
bidding war for the track when its
offer of $76 million was accepted by
the trustee, attorney William Gib-
bons of Chicago. '

The North Western’s offer was
expected to pget preliminary ap
proval next Tuesday from the
federal judge overseeing the Rock

Island proceedings. But the outcome
of’next week’s court hearing now is
in doubt.

Because the North Western is the
dominant railroad in the state,
shippers and state officials have
expressed concern that its acquisi-
tion of the Rock Island tracks would
virtually wipe out rail competition
in much of Towa.

“The Soo Line is the last hope for
preserving meaningful railroad com-
petition in central lowa,” officials of
the company told the Iowa Railway
Finance Authority on Tuesday.

The authority did not vote on the
company's request, but there were
indications that members of the
authority’s governing board would
support it.

Action on the request was post-
poned until the Soo Line submits a
formal application, "which will be
analyzed by the staff of the lowa
Department of Transportation.

Wall Street Journal
March 21, 1983

C&ENW Wins Ruling
To Purchase Track
From Rock Island

By a WaLL STeEET JounNaL Staff Reporter

CHICAGO-A federal judge ruled in fa-
vor of Chicago & North Western Transporta-
tion Co.'s offer to buy 720 miles of track
from the Chicago, Rock Island & Pacific
Railroad, which is in bankruptcy proceed-
ings.

Judge Frank J, McGarr tuled in favor of
the $93 million offer over a competing bid
from Soo Line Railroad Co., Minneapolis, to
buy 672 miles of track for $88 million. S¢o
Line said it hasn't decided whether to ap-
peal.

Soo Line had raised its bid from $81 mil-

lion before the judge’s deadline for a new
bid expired Friday. The C&NW raised its of-
fer from $85.4 million.
. The track, which C&NW has rented for
about three years, runs between Minneapo-
lis and Kansas City, Mo., and includes some
feeder grain-gathering lines.

The Rock Istand entered bankruptey-law
proceedings in 1975, In 1980, a federal court
ordered it to end operations and sell its
property.

Chicago Tribune
March 8, 1983

C&NW workers charged in fraud

AN AUDITOR and the manager of construction billing
for the Chica%o‘& North Western Transportation Co.
were accused by, federal authorities Monday of‘steahgg
-$270,000 from the railroad ¢ompany in a four-year peri
beginning in December, 1978. Charged with two counts
each of mail fraud were Thomas Scully, 37, of 337
Waverly Court North, Elgin, an auditor, and Russell
Matthews, 43, of 125 W. Granville Ave., Roselle, the
billing manager. Assistant U.8. Atty. Dan Purdom said
each defendant faces a maximum penalty of 10 years in
prison and a $2,000 fine. According to federal charges,
the men created eight phony c¢ompanies and later
submitted bills under the names of those firms for work
never performed for the railroad.

Chicago Sun-Times
March 12, 1983

C&NW: The Wyoming Supreme Court
has decided, in favor of the Chicago and
North Western Transportation Co., that
the Wyoming Industrial Siting Council
does not have jurisdiction over the com-
pany’s planned new coal connector line.
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ICC Will Rule
On Soo-C&NW
L) " * »
Rail Bid Fight
By KEVIN COMMINS
Journal of Commerce Staft

A decision on who will win the
battle for about 700 miles of railroad
track between Kansas City and Min-
neapolis will await the decision by the
Interstate Commerce Commission on
which buyer will better serve the
public interest,

After a hearing on the tracks
owned by the'defunct Chicago, Rock
Island and Pacific Railroad, U.S.
Bankruptcy Court Judge Frank Mec-
Garr issued a preliminary approval to
the Chicago & North Western Rail-
road to buy the property for $33.p
million. .

However, he set another hearing
for June 29 after the ICC rules on the
case in which the North Western is
opposed by the Soo Line Railroad
whose bid of $88.5 million for slightly

March 21,

Since the bidding for the roule
began, the price has risen from $76
million, .

The line is being sought because it
would compliment Soo Line's north-
ern lines which feed grain and other
products into Minneapolis.

The North Western has been oper-
ating the tracks since mid-1880 on a
lease arrangement with the Rock
Island's trustee.

‘North Western officials also want
the line to move grain, but either side
could develop traffic potential be-
tween the end points on the main line
which comprises about 65 percent of
the total trackage for sale.

During the hearing, the state of
Jowa contended that the North West-
ern's purchase would make the line
dominant within the state creating
captive-shipper type combinations.

The judge suggested that matter
could be ruled on at a later date.

Nicholas Manos, attorney for the
Rock Island, told the court that the
trustee was inclined to accept the
North Western bid, partly on grounds
that the North Western had heen
providing revenue for the line which

5
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He said, however, thal the two buds
were neck-and-neck.

Soo Line attorneys contended that
their bid was prelerable because the
bid included fewer track miles.

That railroad had opened the
hearing by upping the bid for the
railroad property to $88.5 million.
Earlier this week, it had bid $81
million, but the North Western count-
ered with an $85.1 million offer.

An added participant in the hear-
ing was the Chicago, Milwaukee, St,
Paul and Pacific Railroad which
contends that its joint ownership of
some portions of the line gives it a
say in the outcome as well. The judge
postponed decision on that railroad's
request. :

Settlement of the bidding dispute
has been seen as a major step toward
completion of the railroad’s reorgani-
zation,

A separate suit between the Rock
Island and the Kansas City Terrninal
Railroad which briefly operated part
of the disputed route is expected to be
formally settied with Rock Isiand
receiving $750,000, thereby removing
another blockage to completing reor-
ganization.

less of the available track was

rejected. 1970s.

has been bankrupt since the mid-

Chicage Tribune, March 16,

C&NW, Soo join
in a bidding war

By David Young
Transportation writer \

THE CHICAGO & North Western and Soo Line Rail-
roads have become ‘embroiled in an 1lth-hour bidding
war for most of a 720-mile Chicago, Rock Island &
Pacific Railroad mainline between Minneapolis and
Kanrstas City, Mo., it was disclosed Tuesday in federal
court.

The C&NW just prior to Tuesday’s hearing before
Judge Frank J. McGair increased its offer to $85.3
rnillion to top an $81 million offer made late last week by
the 500, a railroad headquartered in Minneapolis but 56
Kercent owned by the Canadian Pacific Ltd., a publicly

eld Canadian railroad.

The North Western Transportation Co., a publicly held
railroad headquartered in Chicago, originally had of-
fered $76.3 ‘million for the line. :

McGarr, despite saying he was “against the courtroom
. bidding process,” continued the hearing to Friday to
allow the Soo to consider increasing its offer.

BYRON OLSEN, SO0 vice president and general
counsel, originally requested a 30-day delay. He reduced

1983

iL to a request for seven days after
Albert E. Jenner, altorney for the
family of induslrialist Henry Crown,
principal stock and bond holders in
{he bankrupl Rock lsland, protested
that a major continuance would delay
the scheduled March 28 hearing on
reorganization of the Rock lsland.
McGarr granted a three-day delay.

The Soo was su%ported by the
State of Iowa, which is opfposed to
North Western ownership of Lhe line
because that railread would increase
its domination of the state’s railroad
network. Iowa officials want the Soo
to purchase the line to increase com-
petition.

“We prefer the bid of the North
Western,”' Jenner said. A delay of as
little "as one month could cost the
railroad’s estate as much as $600,000,
added Nicholas Manos, attorney for
bankruptcy trustee William Gibbons.

Attorneys representing' the Rock
Island creditors also are fearfu] that
acceptance of a Soo offer will delay
receipt of money by the estate be-
cause the Interstate Commerce Com-
mission has to approve it. The ICC
would expedite the North Western’s
application because it does not con-
stitute an incursion by the C&NW
into new markets, Manos said.

THE NORTH WESTERN hus been
operating the mainline under a lease
agreement with the Rock Island es-
tate for three years and now pays $5
milllon a_year in rent. That would be
increased to $8.35 million a year
until the sale can be completed,
under the latest offer.

Manos said Jerome Conlan, North
_Western senior vice president of
planning and public affairs, made
that carrier’s latest counter in a
letter Tuesday morning after Gib-
bons informed him of the Sco offer
made last week.

Thomas M. Beckley, Soo chairman
and chief executive officer, told Gib-
bons by phone just before Tuesday’s
hearing that he could not increase
his offer without consulting with his
board of directors and requested a

- seven-day exiension, Manos told the

court. A spokesman for the Soo line
in Minneapolis said the “matter is
under study.” :

The Soo originally offered to pur-
chase 650 miles of Rock Island main-
line between Northfield, Minn., and
Kansas City, Mo., for an undisclosed
price last September, the spokesman

- gaid. The $81 million offer made last

week was for 672 miles, including
some branch lines.

The North Western offer is for 72
miles of line. .
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North Western wins ‘war’

By RANDY EVANS
Registor Shelf Writer

CHICAGO, ILL -
Western Railway won a spirited
bidding war Friday with its offer of
$93 million in cash for a large chunk
of the defunct Rock Island Lines,
much of it in Iowa. C

Following a- final round of bids by
the North Western and the Soo Line
Railroad, 'U.S. District Judge Frank
McGarr awarded the key porth-south
rail line through Iowa to the North
Western — eight years and one day
after the Rock Island filed for bank-
ruptey. . -

McGarr ‘gave his approval after
dismissing concerns from Jowa
officials that the North Western’s
growing domibance of Iowa traffic
would amount to a virtual monopoly
on grain hauling that would hurt the
state, e -

The judge's decision requires
approval of the Interstate Commerce
Commission, but state officials
conceded that their battie to block the
North:Western from buying the Rock
Island track probably has been lost.

The North Western had a bid of
$85.3 million on the-table going into
Friday's proceedings in federal court
here. Less than 30 minutes before the
start of a special hearing, the Soo
Line’s chairman upped the ante with
an $38.5 million otfer. N

The North Western then quickly
raised the price tag to $93 million —
by far the most any company has paid
for a plece of the Rock Island, at one
time the 12th-largest railroad in the
United States.

Soo Line officlals declired to go
any higber, contending that their
offer was as good as the North
Western's because the Soo was
bldding for fewer miles of track.

Friday's deal by the North Western
includes 720 miles of tracks in three
states: primarily the Rock Island’s
Minneapolis-Kansas City main line,
285 miles of branch lines in north:
central lowa, and the Rock Island’s
east-west tracks in Des Moines and
West Des Moines.
Almost Equal

The attorney for Rock Island
trustee William Gibbeus conceded
that the two bids were almost of

P

The North

/.

to buy Rock Island track

equal value, considering the number
of miles each covered, but the trustee
recommended that McGarr approve
the North Western's,

The attorney, Nicholas Manos, said
the North Western has operated the
tracks on a rental basis since the
Rock Island stopped operations In
1980 - a fact that s in the North
Western's favor. :

Manos rejected a suggestion fro
lowa Department of Transportation
lawyer Robert Steiner that the
trustee and the judge consider what
was in the best interests of lowa in
choosing between the two bids.

“1 can’t emphasize too strongly the
differences these two railroads would
mean to the state of Iowa,” Steiner
said, '

There are concerns, he said, that
the purchase will permit the North
Western to become monopolistic in
Iowa rail transportation. The railrcad
already moves about 70 percent of
the grain produced in the state,
Steiner said.

He also toid the judge the North
Western has ‘‘clearly predatory
interests” in acquiring the east-west
tracks in Des Moines. Those tracks
are an esseéntial part of the Rock
Island’s Chicago-Denver main line,
which should be preserved intact, he
said. . .

The Soo Line had bid for the Des
Moines tracks, too, but the company
had made teptative arrangemeats to
sell them to Des Moines business
leaders so the east-west line cogld be

preserved.

Soo Line attorney Byron Olsen told
the judge his company believes the
acquisition by the North Western will
“substantially lessen competition”
and will “tend to create a monopoly.”
Judge Disagrees

But McGarr sald he found the Soo
Line's and Iowa officlals’ concerns to
be baseless and *not of sufficient
consequence” to turn down what he
called a “good falth” offer by the
North Western. )

“l do not ignore the public
interests ™ he said, “but 1 don’t find it
to be a compelling factor here.”

1983

Jowa officials are expected to press
their concerns before the Interstate
Commerce Commission. DOT
officials said, however, that it is
unlikely the ICC would block the sale.

The Soo Line's chairman, Thomas
Beckley, sald the company Is consid-
ering an appeal of McGarr’s decision
to the US. Court of Appeals. The
company also wili study posasibly
opposing the North Western deal
before the ICC. .

Unless efforts to block the sale
succeed, the deal I3 expected to be
consummated on June 28 during
another hearing before McGarr.'

The Rock Island’s Minneapolis-
Kansas City tracks have been such an
attraction to the two ralircads in this
recession for different reasons:

" The Soo Line, 8 Minneapolis-based

gubsidlary of the Capadlan Pacific
Railroad, wants to get into Kansas
City because its parent company’'s
chief competitor, the Canadian
National Rsilway, ls wrapping up a
deal for a Kansas City line. A subsid-
iary of the Capadian National is
buying the bankrupt Milwaukee
Road. - '

* The Chicago-based North Western
wants the Rock Island tracks because
they will complement its Iowa rail
network and give the railroad a
blgger share of the freight business in
Towa.
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C&NW to Begin Powder River Connector Line

By KEVIN COMMINS

CHICAGO — Following a favorable
decision from the Wyoming Supreme
Court, the Chicago and Northwestern
Transportation Co. said it will begin
building a connector line into Wyom-
ing’s coal-rich Powder River Basin
this summer.

Expected to be completed late

next year, the line will provide
competition to the Burlington North-
ern Railroad, which has been the sole
carrier of Powder River Basin coal.
' Last week, the Wyoming Supreme
Court upheld a lower court ruling
affirming the Interstate Commerce
Commission’s pre-eminence ip ap-
proving construction of the connector
line.

The decision frees the C&NW to
build the 56-mile line, as well as make
necessary improvements in 45 miles
of its existing Wyoming track.

Nevertheless, the C&NW must

overcome a separate lawsuit from the
BN challenging an ICC ruling which
set conditions for C&NW to purchase
a 50 percent interest in BN's Powder
River Basin line. The BN, which has
fought C&NW’s entry into the Powder
River Basin at every step, claims the
$77.5 million purchase price set by the.
ICC is too low.

The C&NW maintains the suit is
another in a series of delaying tactics
by BN, all of which are designed to
forestall competition in the Powder
River Basin for as long as possible.
Seeking to resolve the case quickly,
the C&NW successfully petitioned a
Federal District Court in Washington
for an ‘“‘expedited’’ decision.

A spokesman for the C&NW said a
decision is likely by the end of
summer. Although an appeal is possi-
ble, C&NW believes a favorable deci-
sion may mark the end of the long and
oftentimes bitter court skirmishes

Journal of Commerce, March 18,

between the C&NW and the BN over
the Powder River Basin.

Both companies now appear to be
looking beyond the immediate legal
battle and are concentrating on a new
struggle: capturing the largest possi-
ble share of Powder River'Basin coal
traffic. ’

In recent months, observers said,
the BN has intensified efforts to woo
customers into long-term sales con-
tracts. At the same time, the C&NW
has been telling utilities that it may
be able to offer a competitive rate to
the BN's in about two years. f

Officially, the C&NW maintains’ it
will win new -markets for Powder
River Basin coal and will not slice
into BN's existing market. However,
observers note that the connecting
railroads of the BN and the C&NW
service many of the same utilities in
the southwest, a situation which many
expect wiil lead to rate competition.
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Burlington Sets
Expansion Plan

For Reloads

8y RIPLEY WATSON 3rd
Journal of Commerce Siaff

An incentive plan offered by the
Burlington Northern Railroad to in-
duce shippers to reload empty west-
bound cars will be expanded April 1.

Cash refunds of from $i00 to $225
per carload will be paid to persons
who can reload cars which are
terminated on a railroad east of the
Mississippi with goods destined for 10
western states and one Canadian
province,

The current program which ap-
plied to a more limited number of
railroads and gateways will end
March 31.

- The new program is expected to
run for at least six months.

Refunds range from $100 to $225
per reloaded car, a BN spokeswoman
said. The largest discounts are being
offered for reloaded cars bound for
Washington, California, Oregon and
British Columbia.

The amount of the discount is
lower for shipments bound for states
closer to the eastern U.S.

Richard Gleason, who heads the
railroad’s marketing and pricing de-

partment, said the program also will
include reloaded traffic originating in
Ontario, Quebec, New Brunswick and
Nova Scotia.

‘“The new program also departs
from the old in that we'll pay the
originator or the receiver,”” Mr.
Gleason said. '

Commodities, excluding contami-
nants, are eligible for the refund when
moving in boxcars, flatcars and gon-
dola cars included in the program,
Piggyback traffic isn’t included in the
refund program, the railroad said.

Mr. Gleason noted that the rail-
road spends millions of dollars each
year to return empty freight cars to
areas of the Pacific Northwest that
are teavy originators of traffic.

The earlier program which added
40 to 50 loads per month was success-
ful enough to prompt the line to
expand the program to other eastern
railroads. -

The old program didn’t inciude
southeastern railroads.

BN officials reported that interest
in the program was expressed by
railroads in that area. They are
hopeful that some southern manufac-
tured goods destined for BN inter-
change will be reloaded in cars bound
for the southeast.

Other qualifying destinations in-
clude points in Idaho, Nevada, Utah,
Arizona, Colorado, Wyoming, and
Montana.
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Bidding war
Rock tracks

By RANDY EVANS
Rogivter SInlt Wiriter )

CHICAGO, ILL. — The ownership
of nearly 500 miles of lowa rzilroad
tracks remained up in the air
Tuesday after a high-stakes bidding

war erupted between t{he Norih,

Western and Soo Line railroads.
In rapid fashion, the price tag for
the old Rock Island Lines’ tracks

climbed from $76.3 million to $81

mililon and then $35.3 million, with
the North Western continuing to fend
off attempts by the Soo Line to .
expand its operations inte Iowa and
Missouri for the first time.

But at the request of Soo Line
officlals, the federal judge overseeing
the liquidation of the defunct Rock
Island gave the Minneapolis-based
company until Friday afierncon to
make one last try at out-bidding the
North Western. -

The dickering for approximately
700 miles of Rock Istand tracks in
three states has been closely followed
in Jowa because the lines serve Des
Moines and extend ipto the rich
farming country of north-cewtral
Iawa—whereasizableporﬁonofihe
United Stata’ export—bmmd gram is
grown. ;° '

A number of ' state ofﬂcms,

lncludingtopadmmistrawrslnthed

Iowa Department of Transportation
and a namber of elevator operators in
the. state, are concerned that the
North Western wiil have a near-
monapoly on long-haul grain traffic
in the state if the Rock lsland deal
goes through — something they say
cunld lead to higher freight rates. .
State eofficials and commuulty
Ieaders in ceniral Iowa.also are
concerned that it will be more
difficalt to flnd a buyer for the Rock
Island’s old east-west mainline if the
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forlowa
breaks out -

LN

North Western succeeds in gaining
control of a 10-mile segment throuah
Des Moinea.

And DOT officials also have

" worried aloud that the cost of buying
and rehabilitating the Rock Island
tracks cogcld jeopardire the North
Western's solvency — and perbaps
plunge Iowa’s largest ratlroad into

tcy. R : .

Bat North Western officials have
dismissed those concerns and said the
Rock Island acquisition is important
to the future of the company and will
lead to far better rail service in [owa.
North Western president James
Wolfe last week lashed out at state
offictals for interfering in his
company's efforts to buy the tracks
through their encouragement {o tie
Soo Line to look mto purchasing t.hp
tracks.

. The tracks lncl.ude the old Rock
l.sland mainline between Minneapolis
and Eansas City, Mo., the east-west
. tracks ir Des Molnes, and branch
lines in Buenz Vista, Clay, Dickinson,
Emmet, Frankiin,: Hancock, Hardin,
. Bumboldt, Kossuth, Oscecla, Palo
Alto,; Pocahontas, Winnebago and
Wrighteuunﬂes. A

.The North . ‘Western' reached a
teptative agreement last month with
Rock Island. baskruptey trustee
William Gibbons {o buy the tracks for
$76 millionm — some $10 million more
_than the 8o Line had been willing, op
to then, to bid, The transactiog was to
be -presented to. US. District Judge
Frank McGarr bere Tuesday for his
prellmtna.ryapprwﬂ. K ‘\ r

Late , bowever; Soo l,mp
ofticials formally upped the anta to
. $81 million — un offer that Gibbops
said he was prepared to recommend
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for Judge McGerr's approval, But
two hours before Tuesday’'s court
hearing began, North Western
oificlals topped that bid by offering
$85.3 million.

A short time later, accordlng to
Gibbons’ attorney, the trustee
reached Soo Line Chairman Thomas
Beckley at a telephone booth in
Bismarck, NI, and gave him the
chance to bid again. But Beckley
declined, saying he first would have
to meet with his company’s board of
directors,

Gibbons al]uded to what he called

“a tremendous- groundswell” of
support for the 500 Line, but be urged
Judge McGarr to end bidding at once.
Gibbons’ attorney said a one-month
delay in consumating the sale would
cost the Rock Island's estate more
than $800,000 i interest.

“The Sco has had adequate oppor-
tunity,” said the attorney, Nicholas
Manos, b

Attorneys for the North Western
and the Rock Island’s major creditors
also urged an immediate end to the
bidding, saying it was in their cHents’ :
best interests — as well as the’
public’s — for the sale, w go thraugh
ROW. :

’ "Wewonldllketogeton wit.hthl.&
said ‘Stuart Gassper, counsel to the
North Western..- - {050y 7 :
Lime o o3 for, b OT and soo

ge {o posipone his
preliminary decision on the sale and
givetheSooUneumetoprepare
another offer.

DOT lawyer Robert Steiner told lb&
Judge the impending sale represents a
major res of rail service in
lowa, and Rate offictals “Bave scme
problems” with the North Westerw's
offer.

“It has very important and long-
range implications for the people of
lowa and southern " saigd
Byron Olsen, the Soo Line's top.
lawyer.

Judge McGarr told the lawyers,
“I'm intevested in whatever will bring
ir the most money.”
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‘Appalled’ railway chief assails lowa

for interference

By BANDY EVANS
Register 3talt Writer

The president of the North Western Railway

Friday said he was “utterly appalled” at state
efforts to interfere with his company’s attempt
to huy a major Iowa raii line.
- In a letter to Gov. Terry Branstad, North
Western president James R. Wolfe called on the
governor to see that a request by the Soo Line
Railroad for state financing in its bid for the
track is denied.

-Both railroads are competing to buy 700
miles of former Rock Island Lipes tracks
located primarily in Iowa. The North Western
had reached agreement recently with the Rock
Island’s bankruptcy trustee to buy the lines for
$76 million.

But the o0 Line is expected to top that offer
before a court hearing in Chicago Tuesday,
when the North Western’s offer had been

"expected to get preliminary approval.

Soo Line officials approached the lowa
Railway Finance Authority this week about
obtaining $21 million it low-interest lcans from
the dgency to help beef up that company’s bid,

The finance authority’s powers are under
challenge In Towa courts and the agency canaot
make any loans now. But if the state wins those
cases, the Soo Line would Iike to be first in line
and use the state loans to refinance a portion of
the cutside financing it would have to obtain to
buy the Rock Island tracks.

The Minneapolis-based Soo Line is controlled
by Canadian Pacific Ltd., a fact that concerned
Wolle. “In effect, state funds would be used to
frustrate private American initiative — on
behalf of a foreign-controlied company,” he
3aid in the letter to Branstad.

“The North Western is utterly appalled at the
possibility of such discriminatory state govern-

mental action. We have made an arms-length
private agreement ... and we will pay for it
ourseélves without any governmental financial
assistance,” he said.

Wolfe added: "It would be considered by us
... as an extremely unfriendly act by state gov-
ernment if such an unfair request by foreign
interests Is favorably received.”

A state loan to the Soo Line will harm [owa
comumerce, Wolfe said, and would be “the very
antithesis of the basic Amerlcan free enterprise
et.h_lc ” .

On another matter Nort.h Western executives
denied accusations that the railroad is trying to
squeeze the Des Moines-based Iowa Railroad
out of business. The Iowa Railroad operates
over the Rock Island’s former main line
between Council Bluffs and Davenpeort. ‘

An Iowa Raliroad officlal charged this week
that the North Western is deliberately delaying
passage of Iowa Railroad trains through Des
Moines, sometimes by as much as four hours.

Jerry Conlon, the North Western senior vice
president who oversees the company’s lowa op-
erations, said, “The implication is that we've
had a malicious intent. I can say absolutely tbat
that is not true.

“People do, in busmess eliminate competi-

" tion,” be said. “But there are rules on how you

do it, and one of the rules is that you don't use
dirty tricks.”

The North Western's division manager for
Des Moines operations, Jeff Koch, said, “We're
not delaying them for any reason whatsoever.”

Because of a 10 mph speed limit oa the tracks
across the capital city and because five
railrcads share portions of the rail network
here, delays are unavoidable, Koch said.

9
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Good News on Conrail

UNCERTAINTY STILL SHROUDS the ultimate fate of
Conrail, but the word appears to be in on one key issue: The
Department of Transportation, according to Federal Railroad
Administrator Robert Blanchette, is all bul certain to sell the rail
system as a single entity rather than piece by piece.

That may not sound like a lot to some people. But to shippers
and Northeastern ports, it goes a long way toward laying to rest
fears — possibly overblown, but real nonetheless — that the sale of
Conrail will lead to a repeat of the clfaos that [ollowed the
ratlroad’s birth.

The government created Conrail in 1976 from the ruins of six
bankrupt Northeastern rails. Each had its own lines, its own
rolling stock and its own.personnel. Merging all into one
coordinated system wasn't easy, and initial service was dismal.

. Tremendous jams of container, traffi¢ clogged Conrail
facilities in the New York-New Jersey area; Conrail was unable to
tell shippers where their shipments were, how large the backup
was or how long it wouid be before the mess was cleared up.

It also seemed almost impossible to bring much of Conrail’s
track and rolling stock up to standard no matter how much federal
money was poured into the system.

“The state of the huge system’s operations has become $0
nightmarish in so many respects that questions are again being
raised about whether it really is a viable enterprise or ever will be
as presently constituted,” this newspaper commented in 1978.

Alded by the Staggers Rail Act of 1980, which substantially
deregulated the rail industry, and under a “new chairman, L.
Stanley Crane, Conrail began turning the corner in 1981. It was
none too soon; Congress the same year passed the Northeastern
Rail Service Act, mandating that Conrail become profitable by
June 1, 1983, or face being sold off piecemeal. -

Relative to other railroads, all of which use a special
Interstate Commerce Commission accounting system, Conrail still
is losing money — $132 million in 1982, But, by more common
accounting systems, it posted operating income of $38 miilion in
1981 and $39 million last year.

Without taking sides in its competitive battles itis possmle to
say that Conrail has come far during the last two years. 1t has rid
itself of much unprofitable-line deadwood. It has won cost savings
from its unions. It has been quick to expigit the marketing tools
available under the Staggers act.

This was reflected last week in Mr. Blanchette's statement tp
a Senate committee that it is “virtually unposs:ble” Conrail will
fail the first of two profitability tests — and that it- probably won't
be sold piecemeal even if it fails either test.

The ultimate question, of course, is who will buy Conrail. Rail
labor has declared its strong interest. Chairman Crane says
Conrail also is.a candidate for purchase by a Western or
Southeastern railroad — possibly creating the natfon’s first
transcontinental rail firm.

Admittedly, it is unlikely that a service situation in the
Northeast as dismal as that of the late 1970s could recur even if
there were a piecemeal sale; most of the potential bugs, like
duplicate lines, already have been ironed out.

But such a sale could result in competitive battles and
disrupted service that might prove harmful to shippers. And it’s
good to be told that even that much disruption of commerce is

“virtually impossible."”

Traffic World
March 21, 1983

C & NW Petition for Review
Of ICC Ruling Dismissed

A petition by the Chicago & North
Western Transportalion Co. for review of’
an Interstate Commerce Commission rul-
ing on the Grand Trunk Corporation’s
proposed acquisition of the bankrupt Chi-
capo, Milwavkee, St. Paul & Pacific Rail-
roatl Co. has been dismissed by o federal
appeids court,

In a recent order, the U, Court of
Appeals for the District of Columbia Cir-
cuit granted motions to dismiss the peti-
tion for review on rrounds that the Com-
mission has not yet issued a final rule in
the matter.

The motions were presented to, and
vuled on by, a three-judge panel that
heard oral argument February 25 (T.W.,
Feb. 7, p. 10).

The panel said the petition for review is
dismissecd “for lack of a final reviewuble
order.”

At the court, the proceeding is dock-
cted as Noo 83-1115, Chicagoe & North
Western Transportation Co. v. Inter-
state Commerce Commission and United
States of America.

At the [CC, the acquisition proceeding
iz docketed as No. 28640, Sub. 9, Chicago,
Milwankeo, St. Paul & Pacific Railroad
Co.—Revrganization—Acquisition by
Grand Trunk Corporation.

Journal of Commerce
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New TP&W Terminal

Nears Completion
Journal of Commerce Staff

CHICAGO — The Toledo, Peoria
and Western Railroad said construc-
tion of a $7.1 million piggyback
terminal between Reminglon and
Wolcott, Ind. should be completed
late this year.

The TP&W, a wholly cwned subsid-
fary of The Atchison, Topeka, and
Santa Fe Railway Co., expects to
serve shippers and receivers in Indi-
ana, Michigan, Qhjo and western
Kentucky through the new facility.

The terminal's loading track will
have a capacity for 34 cars carrying
68 trailers, and parking will be
provided for 170 trailers and contain-
ers. TP&W said it owns or has under
option 190 adjacent acres that could
be utilized to expand capacity for an
additional 200 trailers on 100 cars as
volume increases.
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UP Merger
Called Unlike
Any Other

By RIPLEY WATSON 3rd
Journal of Commerce Staf{

Three months into the merger of
the Union Pacific with two other
lines, John C. Kennefick, president of
the railroads sees their consolidation
developing differently than other re-
cent industry combinations.

“All mergers are different,” Mr.
Kennefick said. *‘This isn’t much of
an operating merger,”” he noted,
explaining that the end-to-end nature
of the combined Union Pacific, Mis-
sourt Pacific and Western Pacific.
railroads left very few places where
duplicate operations could be ration-
alized.

“No other major merger is simi-
lar,” he said. “There are different
problems for different companies,”
he added, explaining that Union Pacii-
ic chose the common officer route,
unlike other railroads. .

For example, observers have noted
that the two railroad properties of
CSX Inc. operate essentially indepen-
dently while the Norfolk Socuthern
Co.’s two railroads are attempting an
active integration of management
structure, routes, facilities and ser-
vice.

“Qur approach is somewhere in
between,”" he suggested.

While the operating departments
of each railroad may be the last ones
to. be merged because they don’t
serve overlapping areas, the company
is running full throttle to complete an
integrated marketing department.”

*It takes a while to get together,”
Mr. Kennefick said, but he reported
that with ail senior management in
place, the railroad should have one
marketing department by early sum-
mer. 3 -

“There are logistical problems,”
he noted, such as personnel reloca-
tions, but senior management is in
place. .

- Murketing was chosen as the {irst
departmenti to combtne because de-
veloping more business by providing
attractive service and rates was the
principal point of the merger, Mr.
Kennefick satd.

Next on the list of combinations is
the purchasing department.

“We could see a situation develop-
ing where our people could be bidding
against each other.” the chairman
said in outlining the reascn for that
move.

Some other mergers where person-
nel are integrated have been reported
to have prompted nasty battles among
executives over retention of their
“turf.””

While Mr. Kennefick said frankly
that ‘‘when you have a major shake-
up, it's got to cause some problems”
on an individual basis due to reloca-
tions, he asserted that he was not
aware of any problem with the
functioning of the merged depart-
ment.

The solution he proposes to any
personnel problems is '‘tender loving
care,’” he said with a chuckle.

Another aspect of the railroad’s
approach to merging that Mr. Kenne-
fick noted was the choice by Union
Pacific to steer a middle course
between total integration such as that
being tried by Norfolk Southern Corp.
and separate operation of the two
railroad properties owned by CSX
Inc.

Instead, Union Pacific has gone
the common officer route, naming
Mr. Kennefick president of both the
Union Pacific and Missouri Pacific
Railroads, but keeping the operations
separate with the exception of mar-
keting and purchasing. Other top
executives hold common titles for
both lines.

The third party in the merger, the
Western Pacific Railrpad, is an ‘“‘inte-
gral’’ part of the Union Pacific
Railroad, Mr. Kennefick said. The
Western Pacific provides a link be-
tween the San Francisco area and the
Union Pacific mainline at Salt Lake
City, Utah.

While the Union Pacific merger is
the latest in the industry, a number of
actions and rumors have linked the
seven existing major systems.
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Mr. Kennefick, however, says he
feels that the situation now with four
Western and three Eastern megasys-
tems is “pretly stable.”” Union Pacif-
ic has no plans to expand further and
merge with an Eastern railroad
creating a transcontinenlal system,
he declared. ‘'But that doesn't mean [
won't change my mind tomorrow,” he
said with a laugh.

Right now, the Union Pacific is
concenirating on offering a variety of
expanded services including new run-
through trains. more intermodal ac-
tivity and using the advantages of
single-line hauls and service,

Three run-through trains are oper-
ated now. All three operate with
North Flatte. Neb., UP’'s operating
hub, as one end of the run. Other
cities involved are St. Louis, Mo.,
Memphis, Tenn., and Fort Worth,
Texas.

Asked about the future of run-
through trains, Mr. Kennefick said,
“we think it will continue to grow
over a period of time.”

While there are no plans to expand
the 48-state authority of Missouri
Pacific's trucking operation, ‘'we
expect to see expanded activity inter-
modally,” the president said,

Those plans will focus on using
non-company truckers Lo do the work,
rather than having the firm get
involved in a massive purchase of
tractors.

A recent [CC decision has been
interpreted as giving railroads wider
opportunities to run trucking opera-
tions.

No plans are in the works to create
a trucking operation to compete with
or replace railroad operations, Mr.
Kennefick said. Any movements in-
volving trucks will have a prior or
subsequent rail haul, he explained.

[
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LETTERS

To the Editor: . :
Being an independenl “litile guy’" as
described by your editorial (JolC,
Jan. 24) and Len Schaffel in his
speech of Jan. 17 certainly gives me
reason to correct ceriain statements’
regarding third party involvement in
railroad intermodal traffic.

Number one, railroads are han-.
dling aimost all of the "business
“controlled’ by shipper agents. How
are the railroads going to lose this
husiness? Shipper agents cannot exist
without railroad services. We do not
control the railroads: they control us.
Shipper agents are a ‘‘marketing’’ -
arm of railroad intermodalism and
have been extremely effective in
bringing new piggyback business to
the railroads.

I would like for you to listen to the
“'big guys'' — Larry Cena, president,
Santa Fe Railroad and Stan Crane,
chairman of the board, Conrail — who
are certainly more experienced and
knowledgeable than Mr. Schaffel in
this field. Both Mr. Cena and Mr.
Crane have publicly, on numerous
occasions, stated that shipper agents
are a necessary adjunct to railroad
sales and service personnel. The SFE
and Conrail have the largest and most
effictent piggyback programs in the
country and these programs promote
and encourage the usage of shipper
agents.

There has been a great deal of
publicity by Chessie Motor of their
tremendous increases; however, what
is the effect of these increases. No: 1:
Chessie Railroads' market share in
the East declined in 1982. Conrail (a
shipper agent promoter) gained sev-
eral points. No. 2: We cannot prove
lack of profitability of Chessie Motor,
but our experience in competing with
Chessie Motor was one of reckless.
rate slashing. This rate slashing could
only be accomplished with subsidiza~
tion by the Chessie Railroad. We dre.
charged $550 Chicago ramp to Phila-,
delphia ramp; Chessie Motor rates
are just a few dollars more’ and.
include pickup and delivery. How can
these rates be profitabie?

One of the fears of most of the
railroad intermodal ‘‘partners’” and
particularly the “liltle guys” is a
hungry transportation entily intent an
securing a larger market share and
destroying accepted and successful
allied busimesses,

Shipper agents can compete with
Chessie Motor “‘any time, any place’
if we receive the same cost factor.
We all operate on small {ees and I
just wonder if Chessie Mator could
survive as a profit center on this basis
without rail subsidization.

Piggyback started in 1954; it is
still a relatively new business, but [
believe all railroads have gained a
common experience; they cannot op-
erate profitably when a door to door
service is required. They need the
little guys and we need them that’s
why we make a great “marriage.”

Phillip C. Yeager
President,

National Association

of Shipper Agents;
President,

Hub City Terminals Inc.
Clarendon Hilis, IlI.

EDITOR’S NOTE: The intent of the
editorial was not to condemn third
parties but to commend one example
of marketing innovation and to urge
railroads to act, in general, with
imagination, planning and marketing
savvy in the new reguiatory environ-
ment. If that means choosing a
“marriage’” with shipper agents —
themselves a vigorous, innovative
part of the transporiation community

— this newspaper wholeheariedly

approves.

Journal of Commerce
March 17, 1983

ICC to Address Issue
Of Levies on Empties

Journal of Commerce Staff

WASHINGTON — A controversy
over whether tariffs can be assessed
on empty freight cars moving to or
from repair facilities will be settled
by the Interstate Commerce Commis-
sion.

Burlington Northern Railroad Co.
sought the action after the Iilinois
Central Gulf Railroad Co. charged BN
for the movement of empty private
railroad cars from a private repair
shop on an ICG route.

BN maintains that the cars are
“instrumentalities of transportation™
and cannot be assessed tariffs since
they had been in revenue producing
prior to repair movernents.

Box and hopper cars were among
those charged for movement, along
with flat cars with bi- or tri-level
automobile racks, Burlington North-
ern said.

Journal of Commerce
March 16, 1983

ICC Drops Rules
On Rail Bankruptcies

Journal of Commerce Stalf

WASHINGTON ~ The Interstate
Commerce Commission has removed
ali its regulations outlining how rail-
roads reorganize under the bankrupt-
cy laws.

The agency pointed out that 1978
legislation significantly reduced the
agency's role in these proceedings
noting that the ICC no longer has a
direct role in organizing protective
committees, ratifying trustees and
approving rail reorganization plans.

Rajlroad bankruptcies pending; at
the agency will be handled under
special ad hoc procedures, the ageney
said.
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Special for USA TODAY

WASHINGTON — A federal
safety panel, noting that a
drunk engineer was removed
from a commuter train here
last month, warned Monday
that drunkenness among crews
is 50 prevalent that tough rules
are needed to avold disaster.

National Transportation
Satety Board Chairman Jim
Burnett said .his panel is prob-
ing the Feb. I't inctdent, in
which the engineer was.found
to have a .22 blood-aleohol con-
tent — more than twice that
deemed drunk in most states.

In making the anti-drinking
recommendations, the board
said the average alcoholrelat-
ed train accident causes $1 mil-
lion in damages.

The board sald a sister agen-
cy responsible for railroad
practices, the Federal Rallroad
Administration, has acknowl-
edged - inadequacy of records
on alcohol and drug abuse
among train crewmen.

The safety board urged
three steps to crack down on

ICT]

erail

the apparent abuse;

M Explicit rules — and pen-

altles — against drinking or us-
ing drugs while on duty aboard
trains and for a specified time
before going on duty.
" W Automatic toxicological
tests of crew aboard any train
Involved in an accident result-
ing in death, substantial prop-
erty damage or release of toxic
material. Any accident of a
passenger train should be auto-
matic grounds for such tests,
the board said. Some states re-
quire such tests, but there’s no
federal requirement.

B Accurate record Keeping
of accidents or incldents in
which drug or alcohol abuse
was thought to be involved.

Burnett ¢ited nine accidents,
dating to 1972, In which alcohot
or drugs were found to be in-
volved. The most recent were
last fall at Newport, Ark., in
which two crewmen were
killed, and at Livingsion, La,
where toxic materials spread-
from 14 tank cars forcing evau-
cation of thousands.

Burnett aiso called attention

toa 1978 federal study of drink-
ing by 234,000 workers em-
ployed by seven railroads.

Among 72,000 crewmen, the
study found 16,000, or about 23
percent, were problem drink-
ers,'and 11,006 were deter-
mined to have been ‘very
drunk™ at least once cn duty.

Transportation Secretary
Elizabeth Dole sald Menday
that she welcomes the safety
board .recommendations and
said rule-making proposals to
deal with the problem are un-
der “final review.”

Chicago Tribune, March 8, 1983

Safety board
wants railroad
alcohol rules

WASHINGTON (UP1)—A
federal safety hoard, prompted
by derailments in Louisiana
and Arkansas, recommended
new rules and penalties Mon-
day for alcobol and drug use
by railroad crews, including
mandatory tests after ac-
cidents.

The recommendations by the
National Transportation Safety
Board came days before the
Federal Railroad Administra-
tion ' is expected to propose
rules requiring one member of
each train-operating crew be
responsible for assuring the
crew’s sobriety.

The safety board recommen-
dations would 52 far beyond
the ex;;:ected ralroad adminis-
tration’s position, which board

Chairman Jim Burnett called:

“a modest step in the right
direction” but not enough.

The board’s recommenda-
tions:
dr: Prghibit us?_of alcohfl and
gs by operating employees
on duty and for a spec?ﬁed
period before reporting for
;i_uty, “‘with appropriate penal-
ies,”’

® uire toxicological tests
for alcohol or drug use imme-
diately after wrecks involving
a fatality, a passenger train,
release of hazardous materi-
als, an injury or substantial
property damage. -

® Develop requirements for
full reporting of ail alechol and
drug abuse invelvement in ac-
cidents.
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Judge voids purchase
of Trostel Tannery

Journal Madison Bureau, AP
Madlson, Wis. — The sale of the
Trostel Tannery to the state for con-
version into a prison was rescinded

Friday by Dane County Circuit Judge" -

Richard Bardwell.

_ Bardwell's order set the stage for,
at the least, an embarrassment for
the administration of Gov, Earl. It
could lead to contempt of court cita-
tions against the governor and Linda
Reivitz, secretary of the State Health
and Social Services Department.

Reivitz and Ear! earlier this week
signed an agreement to purchase the
property at 1776 N. Commerce St. in
Milwaukee for $1.2 milllon.

The state plans to remedel the
structure to house medium-security
prisoners.

Bardwell's order largely echoed
comments he made in his courtroom
Thursday after a hearing on whether
an injunction should be issued to pre-
vent the state from acquiring the
property before a statement on the
effect of a prison on the environment
was completed.

Earl said Friday that he would
have to study Bardwell’s decision
abrogating the sale.

Milwaukee Journal, March 17,

“I don’t think it can be done,” Earl
said, adding that he would talk about
the case personally with Atty. Gen.
Bronson La Follette,

“The decision manifests how diffj-
cuit it is to build a prison,” Earl said.

Reivitz expressed disappointment
after learning of Bardwell’'s order.

“Qur major concern at this time is
time," Reivitz said. )

She said attorneys for the state
believed the state’s purchase Wed-
nesday was valid.

“It's my undersianding that the
owners have aiready cashed the
check,” she said. *Qur lawyers think
it will be difficult to overturn the
purchase.” :

Reivitz told reporters that she did
not believe the state violated an ear-
lier Bardwell order by purchasing the
property.

“The order (Bardwell issued last
week) said that the state should cease
or desist or show cause why it should
not’' proceed, Reivitz said. “It was
clearly an alternative.

*Or' means ‘or,” " she said. “'It's &
common English term. It’s a do this
or do that.”

Milwaukee’s Mayor Maier, who
opposes the Trostel site for a prison,
said Friday: “I'm happy that my posi-
tion has been validated.”

He had said at a press conference
Thursday after Bardwell's first order
that it was “a strange position for
Tony Earl. .. and his {riends to be in.
Unless I am mistaken, this man was
the No. 1 champion of environmental
impact statements in the State of
Wisconsin, Do we alter principles to
fit particular wants or needs or de-
sires?"”
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State agrees on price for Trostel Tannery

By Paul Bargren |

that an environmental impact statement

Paimer Schooi that the state’s choice of

of The Journal Staff

The state and the owners of the Trostel
Tannery bullding have agreed on a pur-
chase price of $1.2 million, clearing the
way for state plans to convert the build-
ing to & medium security prison by Sep-
tember 1984,

Joseph Scislowicz, spokesman for the
Wisconsin Department of Health and
Soclal Services, sald Wednesday that
only minor details had to be arranged
before the sale was final.

The only immediate obstacle is a law-
suit filed by a group of citizens catling
themselves Historic Brewer's Hill.

In a motion to be heard by a judge in
Madison today, the group is demanding

be completed before the state moves
ahead.

The. building, at 1776 N. Commerce St.,
is owned by Theodore Sernovitch and is
used as a truck terminal. The Wisconsin
Bullding Commission was scheduled to
consider condemnation proceedings
Wednesday if a purchase could not be
arranged.

At a rally earlier this week, Mayor

. Maier encouraged residents to continue

their opposition to the prison. And sever-
al residents said they feared for their
safety and for the future of their neigh-
borhood, which has been improving in
recent years after a long decline.

Maier told the 130 residents meeting at

the Trostel building was the result of a
“strange and unorthodox procedure.”

He said: *"Your objections and my. ob-
jections have pever received a formal
reply. The questions we have raised de-
serve an answer.”

Maier opposes any prison in Milwau-
kee.

“It always amazes me that there are
those who (ail to realize that people in
city neighborhoods have this kind of
pride,” he said. “They would think it was
criminal to propose a prison — or almost
any kind of public instltution —In 4 sub-
urban neighborhood.

“They seem to think it doesn’t make
any difference in the city.”
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Grains Surge as Privaie Survey I'orecasts

989% Fewer Corn AcrestoBe Plantedin ’83

By THOMAS PETZINGER JR.
Staff Reporter of THE WaLL STHEET JOURNAL

CHICAGO—Results of the government’s
new grain-price support program are start-
ing to becomne clear, and the futures mar-
kets are impressed.

Prices spared yesterday as a private sur-
vey predicted that farmers will plant only
£8.7 million acres of corn this year, down
28% from last year's acreage. The survey,
by Heinold Commodities In¢. and its parent,
DeKalb AgResearch Inc., also found that
soybean farmers intended to plant 66.5 mil-
lion acres of soybeans, off 8% from a year
ago.

The results indicate better-than-expected
participation in the Agriculture Depart-
ment's plan to encourage higher ¢rop prices
through more idled acreage. The govern-
ment is to announce Tuesday the extent of
farmer particlpation in one such effort, the
payment-in-kind program. In that plan,
farmers receive cash and grains for crops
they agree to avoid planting.

Although commedity traders had ex-
pected substantial acreage cutbacks, partic-
ularly for corn, disclosure of yesterday's
survey stunned the market.

Richard Dennis, a partner in C&D Com-
modities, usually lets subordinates execute
the firm's trades at

the Chicago Board of ’
Trade, but yesterday Futures
he stepped into the Markets

soybean pit himself.
By the close, he had
purchased futures contracts for a few mil-
lion bushels of soybeans to meet delivery ob-
ligations; previously, C&D had sold soybean
futures in expectation of a price decline.
‘“‘We're about even now," he said. He de-
cided to cover his '‘short' position when
prices of soybeans for May delivery crashed
through a $5.91-to-$5.94-a-bushel] price bar-
rier, or ‘“‘resistance area,” indicated on
price charts. He said the firm’s purchases
were at ‘'the lower end’ of the two million
to 10 million bushels reported by trade
SOUTCes.
~  Although the C&D purchases drew other
buyers to the market, the initial rush began
with the release of the Heinold report. “Peo-
ple had been locking for the acreage reduc-
tion, but to see it in print was a psychotogi-
cally happy affair,” said David Bartholo-
mew, a soybeans analyst at Merrill Lynch,
Pierce, Fenner & Smith Inc. That May soy-
bean contract closed at $5.9675, up 9.5
¢ents.

Traders' private corn acreage estimates
had fallen to about 62 million acres at the
heginning of this week from about 67 million
only a month ago. Heinold’s 58 million esti-
mate indicates ‘“farmer sentiment- has
shifted substantially during the past
month,” the firm said.

(George Van Horn, grain analyst at Car-
gill Investor Services Inc., estimated that
the planting on that acreage would produce
a corn crop of about 5.5 billion bushels, a
sharp drop from the 8.4 billion crop of a
year earlier. The extent of the corn car-
ryover—the amouni carried from one grow-
ing season to another—will determine
whether food companies and consumers will
have to pay significantly higher prices for
some foods. )

The survey didn't estimate acreage of the
wheat or cotton crops, hut futures prices for
both crops increased. .

Not everyone received the Heinold report
enthusiastically. '"The bean acreage esti-
mate is way up for grabs. It's premature
right now,” said Conrad Leslie, a well-
known private crop forecaster who issues
his own reports. In addition, because farm-
ers generally idle their least-productive
iand, the reduction in output often isn't as
steep as the decline in acreage.

Some traders claimed that Heinold took
positions in the market in advance of the re-
lease, a practice that is common and legal
in futures markets, Heinold disputed the re-
ports, saying it has been buying crops for
delivery in one month while simwltaneously
selling them for delivery in another month.
This practice, known as “'spreading,” ¢an be
profitable only if a change occurs in the re-
lationship between the two contract prices,

In New York, cotton prices continued to
climb on the expectation of strong farmer
participation in the payment-in-kind pro-

gram.

Cotton for May delivery climbed 0.28 cent
to 72.33 cents a pound on the New York Cot-
ton Exchange.

Ernest Simon, an analyst al Prudential-
Bache Securities Inc., said prices also have
climbed because of reports that the Soviet
Unien had purchased 500,000 to 600,000 bales
of cotton on the world market. Mr. Simon
said that poor weather has damaged Soviet
crops, and that the Russians, normally cot-
ton exporters, are expected to buy still more
cotton. In addition, a world-wide shortage of
medium- and high-grade cotton is helping to
boost prices, analysts said.

Journal of Commerce
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Coal Slurry Bill
Back for Hearings

Journal of Commerce Sfaft

WASHINGTON -- The controver-
sial coal slurry pipeline bill that
would give pipeline companies the
power of emminent domain for coal
slurry construction projects is again
moving on Capitol Hill.

The Senate Energy and Natural
Resources Committee -completed
hearings this week on the bill and
expects a mark up session by month’s
end before attempting to send the
measure to the chamber floor.

In the House the Interior Commit-
tee has yet to schedule a mark up
after last month’s hearing, and Hill
staffers say the bill must then go to
the House Public Works and Trans-
portation Committee before a floor

" yoté can be arranged.

The bill died last year through
political maneuvering that kept it
from ever reaching a full vote on
either the House or Senate side.

USA Today
_ March 18, 1933

WISCONSIN

Madison — An injunction
ternporarily halting conversion
of the old Trostel Tannery
building in Milwaukee into a
state prison was issued after jt
was learned the state had sent
a check for $1.2 million to the
building owner, Circuit Judge
Richard Bardwell ordered the
state last week to “cease and
desist in any activities” involy-
ing the site until a suit against
the prison purchase is heard.
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Western Rail Dispute Intensifies

By RIPLEY WATSON 3rd

Journal of Commerce Staff

A series of route closings and
switching cancellations on Western
railroads is taking a very different
path from the ongoing hattle between
Eastern lines. )

Though some carrier representa-
tives decline to go into specifics like
their Eastern counterparts, there are
some indications that actions in the
West may soon reach a level of
activity similar to the battles between
Chessie System, GT Rail System and
Conrail. -

" An ICC decision last week to
permit SP to close gateways came
after over 100 protests were regis-
tered with the agency by shippers.

It was not clear whether any of the
protesting parties would carry the
matter further by making a formal
complaint or taking court action,

SP officials are unwilling to dis-
cuss specifics about the closings, but
gave a detailed explanation of their
moves, justifying them by saying they
were needed for competitive reasons.

Twe prime competitors to South-
ern Pacific are taking different tacks
in response to the moves.

At the Atchison, Topeka and Santa
Fe Railroad, there are plans to
respond in kind to Southern Pacific,
but no action has been taken yet, a
spokesman said.

A spokesman for the Union Pacific
called the matter "‘a sensitive issue
between us and our shippers and
customers.”

“We have closed no major gate-
ways,” the spokesman said, but he
declined to discuss specific cities and
commodities which had been closed to
interchange.

Several reports indicated that the
SP action closed dll gateways where
both origin and destination were on
tracks of the Southern Pacific and its
affiliates.

Southern Pacific assistant vice
president, Evans R. Hughes, said
Union Pacific has made some recipro-
cal switching cancellations, but UP
officials declined comment.

What is clear is that the matter
could ultimately involve hundreds of
millions of dollars in traffi¢ lost or
gained.

Western railroads have stretched
their route systems by merger or
acquisition of trackage rights or
defunct property in recent years, to
create more single-line hauls,

The addition of the Tucumcari
Line has given Southern Pacific direct
access to Kansas City. Other Western
lines have been given expanded track-
age righis as a condition of the Union
Pacific-Missouri Pacific-Western Pa-
cific merger which created a number
of new single-line hauls.

An added pressure has been the
recession which has caused a double-
digit slide in carloadings.

Paul McQuistion, executive direc-
tor of the Southern Hardwood Traffic
Association, heads cne of the protest-
ing groups.

His group which has 208 member
firms opposed the decision because it
should lead to higher costs because

‘the route closings result in higher

combinatiop rates for freight move-
ment,

He noted that at least 68 percent of
freight moves on an interline basis,
making joint rates important.

He said it appeared that railroads
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would rather give up business lo
trucks than share business with each
other.

Mr. Hughes said Southern Pacif-
ic's position was "‘a result of attempts
to be a more effective carrier from a
user standpoint in a deregulaled
environment.”' .

He declined to guantify how much
business would be affected by the
closings, calling that guestion hard to
answer because of changing competi-
tive positions. ’ )

He asserted that the shipper still
has routing choices for goods originat-
ing on Southern Pacific.

He noted that the closings, were
only affecting routes where traffic
was originating on Southern Pacific
and destined for an SP community.

Officials said that 65 percent of SP
traffic was interlined before the
move.

“We are in a dynamic process in
the rail industry right now,” Mr.
Hughes said. The railroad manage-
ment recognizes that a market-orient-
ed system is emerging,he said. “We
would like to work with people who
want to work with us,” he added.

The motivation Mr. Hughes cited
for the closing action was reviewing
markets served now and opportunities
for the future.

Asked if the Tucumeari Line had
been a major factor in the gateway
closing decisions, Mr. Hughes said.
we feel it made us more competitive.
it is a factor in all our commercial
decisions.”

Asked the same question about the
Union Pacific merger, the official
“the Pac Rail merger is something
that all carriers have to think about,”
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Earl under fire for bu ying
building for use as prison

‘MADISON {AP) -— The
administration of Gov. An-
thony S. Earl flouted the
law when it bought a Mil-
waukee warehouse for a
prison project, a Circuit
Court judge said Thursday.

Judge Richard W. Bard-
well rnade the remark while
an attorney for critics of the
project said his clients will
ask that the purchase of the
former Trostel Tannery on
Milwaukee's northeast side
ba voided.

Bardwell said the Earl -

administration disregarded
the law when it purchased
the building for $1.2 million
and could be held in con-
tempt of court,

He had ordered the state
1nst week to “cease and de-
gist in any activities” involv-
ing the site or “show cause
to the contrary.”

“When I set this date for
a hearing on a motion for a
temporary injunction, I
thought the state would not

do this,” Bardwell said. “T've

never had this happen in my
27 years on the bench. The
state did everything after
that date for a hearing was
set at its own risk.”

Homeowners, with oral
backing from Mayor Henry
Maier, say conversion of the
five-story warehouse to a
prison would ercde the value
of property involved in a
neighborhood rehabilitation
movernent.

“This really poisons the whole
deal, Who would ever trust him

(Earl) agaln?”

— Milwaukee alderman

Maier and, some Mil-
waukee aldermen reacted to
Thursday's  developments
with criticism for Earl.

Maier said the governor
“gave me a very definite im-
pression” during a discussion
iast Saturday night that a
move would be made away
from buying the building

and instead putting it in the’

Menomonee River Valley,
Alderman Kevin D

O’Connor, in whose ward the’

building is located, said it
was “unfortunate that this
governor'’s  administration,
which prides itself on being
with the people, is so cava-
lier with the legal and politi-
cal rights of the constituents
from my district.”

“This really poisons the
whole deal” ’Connor said.
“Who would ever trust him
{Earl) again?”

Maier also said Earl, the
former secretary of the state
Department of Natural Re-
sources, and his administra-
tion were taking a “strange
position” on the issue,

“Unless I am mistaken,
this man is the No. 1 cham-
pion of environmental im-
pact statements in the State

of Wisconsin,” Maier said.
“Now, do we alter our prin-

_ciples to fit particular wants.

Cor needs or desires. . . .. Why?”

Advocates of & ‘Mil
‘waukee-based prison previ- -
ously got a Circuit Court
judge in Milwaukee to halt
work on the state’s proposal
for a central Wisconsin.
prison in Portage.

Bardwell sald he would
still issue a temporary in-
junction against the Trostel
purchase and against “con-
struction or planning activi-
tdes beyond preparation of
an environmental unpact
statement.

Linda Reivitz, secretary
of the Department of Health
and Social Services, said
Bardwell's action last week
did not prevent her from
signing an offer to purchase
the land, on prevent Earl
from signing it.

Attorneys for the state
contend the purchase is per-
mitted by a loophole in
Bard well’s order.

But attorneys Bradley
Carr and Howard Schoen-
feld of Milwaukee,
representing opponents ‘of
the Trostel site, contend the

purchase is improper.

Carr said he would not
rule out the possibility of
seeking a contempt citation
against Barl and Reivitz,

“The state didn’t find a
loophole; they snuck-around
and bought the property be-
fore they could be caught
with their pants down,” Carr
said.-

He said he was drafting
orders for Bardwell that
would void the sale by mak-
ing the injunction against
purchase of the property ret-
roactive,

Harold Bergan, a policy
aide to Earl, said there had
been no attempt to hurry

.the agreement before the

hearing before Bardwell,

“We have dawdled too
long,” Bergan said of delays
in developing more prison-
Space. ‘We want to  get
cracking.”

“I don't know if it’s posai-
ble to undo,” he said of the
purchase.

“There is no question
that we now own the land,”
Reivitz said. *“The check has
been issued and I presume
cashed, gso the atate now
owns the property.”

*“The deal has been con-
summated,” William Wilker,
an assistant attorney general
who represented the state,
aid.

He told Bardwell that
Reivitz “felt she was not
restrained” by last week's
order.
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Sa.es tax
on gas
may fly

By Thomas W. Stlll
State government reporter

Two stale senalors {rom opposing
political camps agree that a tax plan
offered last week by Competlitive
Wisconsin In¢., a business develop-
ment group, stands a good chance be-
fore the Legislalure’s budgel-making

panel
Sen. John Norquist, a first-lerm

Milwaukee Democral, and Sen. Scotl
McCallum, R-Fond du Lac, predicted
the Joint Finance Committee will
think long and hard before discarding
the development group's alternative
to permanent tax increases tn Gov.
Anthony Earl's 188385 budgel re-
quest. ’

“I think It {the tax plan} is going to
sall,” sald Norquisl, who alsp served
on the finance committee while a
member of the Assembly. “At Lhis
point, it's a big breakthrough.”

McCallum, one of two Republican
members on the l4-member panel,
called the Competilive Wisconsin
plan “a responsible, balanced plan”
and agreed it may find its way into
comrmitice recommendations.

The finance panel s holding hear-
ings on the $16.5-billlon budget pro-
posal. Committee endorsementis to
the full Legislature are expected in
late spring.

The Competitive Wisconsin pack-
age, unveiled Thursday, hinges on a
proposal to axtens the 5 percent sales
tax to rmotor fuels in hopes of avoid-
ing permanent tncome-tax increases.

Wisconsin already has a 13-cent-
per-gallon gasoline tax. Imposing the
5 percent sales tax would add 3 or 4
cents to the state tax and raise an
extra $240 million over two years,

“The income tax is the leasi popu-
lar tax," Norquist said, “sg¢ alierna-
tives are going to be looked at favor-
ably. To the standard economic con-
servalive, a coensumption tax — such
as the sales tax — is preferable to an
income tax.

“To many people, a tax on con-
sumption 1s belter than a tax on earn-
ings,” he said.

McCailum sawd the Competlitive
Wisconsin  package would more
closely parallet federal tax policy, en-
courage business investmenlt and
avold the 5 percenl income-tax rate
increase proposed by. Earl. Among
other features of the plan are in-
creased “research and development”
tax breaks for business.

“They (Competitive Wisconsin)
should be complimented for taking a
longer-range approach, and looking
further ahead as to what we need to
have a viable economy,” he said.

According Lo Norquist, others on
the panel who may back the Competi-
tive Wisconsin proposal are Rep.
Mary Lou Munls, D-Madison; Rep.
Dismas Becker, D-Milwaukee; and
Sen. Paul Offner, D-La Crosse.

“I's sort of a strange ~calition,”
acknowledged McCallum of his al-
liance with Norqusl, who represenls
a heavily Democratic district.
“Maybe it's because we sil next to
each other” in the committee room.

Critics say the plan relieves pres-
sure on finance commillee members
to cut the governor’s budget proposal,
and would link Wisconsin tax policy to
the price of motor fuels. Those prices
could rise and fall dramaltically based
on shifts in the Middle East's political
winds.

“I cannel belleve their (Compel-

tve Wisconsin’s) budget proposals,”
sald Rep. Donald Stitl, Porl Washing-
ton, the other GOP voice on the [i-
nence panel “What they have done is
shift these massive tax increases pro-
pgsed by the Earl administration
argund without saying one single
word aboul reducing the level of
spending.”
- Sen. Michael Ellls, R-Neenah,
chairman of a separate Republican fi-
nance committee, also spoke in in-
credulous lerms about the develop-
ment group’s inattention lo budget
cutting.

“They were in a perfect oppor-
tunity to suggest cuis to be made lo
stimulate the private sector. Instead,
they just came in and ratified these
massive budget increases,” Ellis said,

Both Republican lawmakers said
Competitive Wisconsin's business
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represenlalives are oul of louch with
thewr constituencies, and guesuoned
whether “self-serving interests" were
at stake.

Members of Competitive Wiscon-
sin include Sentry Insurance Co.
chairman John Joanis; Don Halde-
man, president of the Wisconsin
Farm Bureau; state AFL-CIO Presi-
dent John Schmitt; University of Wis-
consin President Robert O'Neil and
Reed Coleman, presidenl of the Madi-
son-Klpp Corp.

The chairman of the group's tax
committiee is Gerard Veneman, presi-
dent of Nenouvsa Papers, Puri Ea-
wards.

The Competitive Wisconsin pro-
posal would eliminate $124 million in
permanent business taxes bul would
increase the size of surtaxes on per-
sonal and corporate income. Under
the group’s plan, the surtax would be
15 percent in 1983 and 8§ percent in
1984 — with no increases in income-
tax rates.

Earl has proposed a 5 percent in-
crease in income-tax rates, and a 10
percent permanent increase in corpo-
rate income-tax rates.

He has also called {or 10 percent
personal and corporate income-tax
surcharges in 1983 and 5 percent in
1984.
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Zarl, La Follette to meet
on judge’s prison decision

Bardwell’s hearing was based on
two lawsuits filed by a group of resi-
dents”of/ properties in the neighbor-
hood of the tanpery.

When the group's attorneys, How-
ard ‘A Schoenfeld and Bradley D.
Carr,told Bardwell that the state had
purchased the building the day be-
fore his ruling, the judge sharply crit-
iclzed the state officials for not wait-
ing. :

Contempt citations

Carr said his clients have asked
him to research the possibility of
contempt citations against Reivitz
and the Department of Health and
Social Services.

“We might even Include the gover-
nor,” Carr said Friday. "My clients
say to seek contempt citations
against ‘any and ali parties that our
research justifies.”

Carr said he wasn’t certain what
penalties a judge might assess In such
a contempt action.

“My cllents are very angry about
how the state and its officials con-
ducted themselves.”

Bardweil said Friday he would not
consider a contemnpt citation unless a
formal motion was made by the at-
torneys.

Bardwell said, however, that he
would issue an order, prepared by
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Carr and Schoenfeld, Lo stop further
actions -by the state to acquire or
develop the property.

Obtain options

Bardwell said he would allow the
State to obtain an option on the prop-
erty and spend money 10 prepare the
environmental iinpact statement, in-
cluding reasonable architectural fees.

Asst. Atty. Gen. William H. Wilker
said Bardwell’s order was 'so novel”
that it will require a lot of legal re-
search before he c¢ould respond on
what steps the state should now
take. :

Wilker said he did not expect to
make any recommendations before
next week.

Also on Thursday, the Assembly’s
Criminal Justice and Public Safety
Committee unanimously approved a
proposal to spend $13 million to con-
vert the tannery into a prison. The
bill was sent to the Assembly floor.

-Approval by both houses of the
Legislature and Earl {s needed before

(4

the money can be spent.

Traffic World, March 21, 1983

Complaints

Railroad, Shipper Concern
Over Route Cancellations
Grows; Complaint Filed

The Chlorine Institute has filed a com-
plaint at the Commission against 20 rail-
roads for traffic interchange policies it
said eliminates intramodal competition.

The complaint is the latest move in the
escalating war over rail market share in
the U.S. Within weeks after enactment of
the Staggers Rail Act in 1980, castern
raiiroads began cancelling joint rates and
routes, closing gateways, and cancelling
reciprocal switching, IFor two years, the
dispute centered on rail lines in the cast-
ern U.5., but just recently it has spread to
the west coast (T.W., Mar. 14, p. 7).

The 134-member trade association said
shippers have been hurt by therail actions
and that they are in violation of several
sections of the Interstate Commerce Act.

The Chlorine Institute said adverse
elfects from the raitroad dispute include
the following: (1) Depriving shippers of
their freedom to choose between compet-
ing rait alternatives; (2) making shippers
captive to single-line carriers; (3) elimi-
nating intramodal competition and prom-
oting abuse of monopoly power; (4) in-
ervasing costs upon cancellution of recip-
rocal switching agreements and requiring
shippers to pay commercial switching in
addition to line-haul rates, and (5) frus-
trating shippers’ and potential line haul
carriers’ ability to enter into transporta-
tion contracts due to exhorbitant fees
charged by switching carriers.

The group asked for a formal investiga-
tionofthe charpes, the reestablishment of
certain joint rates and routes, and the
restoration of certain reciprocal switch-
ing arrangements. It also asked that the
Commission order the railroads to cease
and desist from artificially increasing
switching charges,

[n a related develepment, Division 2 of
the Commission has upheld earlier Sus-
pension Board action that allowed the

Southern Pacific Transportation Co. to
eliminate many ofits jeint rate and routes
with the Atchison, Tepeka & Santa Fe
Railway Co. and other carriers (TWW.,
Mar. 14, p. 7).

Two proposats by Conrail—one raising
reciprocal switching rates and one can-
celling other reciprocal switching agree-
ments—had not been acted on by the
Commission as of March 16, three days
before they were to go into effect.

Reports indicated, however, that the
Commission voted to institute a rulemak-
ing proceeding to examine the joint rate
situation. The National Industrial Trans-
portation League last month asked for
such an investigation (T.W., Mar, 7, p.
79).

Various shippers and railroad interests
have also expressed their concern to the
House Commerce and Energy Commit-
tee, which is expected to hold oversight
hearings on the Stagyers Rail Act some-
time this summer. A committee aide said
the joint route concerns will be addressed
in the oversight hearings.
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Transporlation wrnler

COMMUTER RAILROAD rider-
ship, which has dropped by about 25
percent since fares were doubled in
1981, may have hit itsilowest level
since the Depression, a! Tribune ex-
amination of transit data indicates.

CTA ridership last year hit its
lowest level—616 million—since 1975.

Data released by the, RTA show

that patronage on the -five major
railroad lines under its ‘jurisdiction-
dropped last year to 60,959,433 the
lowest total since the agency was
created in 1974 to oversee the Chica-
go-area mass transit system.
" But records of public and private
agencies that predate the RTA indi-
cate the decline may be even more
serious. Co

TRANSIT OFFICIALS blame the
decline primarily on high fares,
which were doubled by the RTA in
1981 during its financial crisis, and
on lower employment in the currenl
recession. Fares on the CTA and
suburban bus systems were in-
creased by 50 percent in 1981.

According to RTA data, ridership
dropped from 86.9 million in 1980—
the highest number in a decade—to
less than 6.1 million in 1982,

“Y1 don’t think there is any doubt
that the doubling of fares hurt rider-
ship,” one RTA official said., “The

uestion we have is, How much of
the [ridership] loss is due to the fare
doubling and how much is due to the
recession?”’

A station-by-station examination of
CTA and commufer rail ridership by
The Tribune last fall indicafed a
substantial diversion ¢of former rail-
road riders to CTA rapid transit
lines, especially in Evanston, Skokie
and on the Northwest Side, to take
advantage of the lower CTA flares.

Chicago Tribune, March 9,

TRANSIT OFFICIALS al both the
RTA and the CTA would like tlo
experiment wilth lowered fares on
several lines to see whether that
would reverse the downturn in rider-
ship, but the systems' continuing fi-
nancial crisis has prevented such a
move. RTA Chairman Lewis Hill last
week warned against such schemes
until the agency, which had to bor-
row $100 mulion to survive the year,
gets a subsidy or new tax from the
state legislature. :

One experimental reduced-fare
program being conducted by the
RTA at city stations on the lllinois
Central Gulf Railroad has resulted in
a slight eomeback in ridership. Since
the fares were lowered 34 to 44

rcent last year, ridership on the
gguth Chicago line has increased
about 45 percent and at its three
mainline stations in Hyde Park
about 10 percent.

Because accurate records were not
published until just before.the RTA
was established, it cannot be deter-
mined exactly how 1982 ridership
compared to the rest of this century,
but an examination of the data
available indicates that ridership
may be at its lowest level since the
Depression or even prior to World
War 1.

Reports from several agencies that
have kept reccrds on commuter rail
traffic back to the 1920s or beyond
provide some picture of how low
ridership has fallen:

® Commuler surveys made by the
Chicago Department of Streets and
Sanitation each year since 1926 indi-
cate that rail ridership last year fell
to its lowest level since just before
World War II.

® Data on both intereity and com.
muter railroad ridership nationwide
kept by the Association of American
Railroads in Washington indicate
1982 ridership may bhe lower than at
any time since prior to 1929.

1583
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® JCG railroad records show its
currenl ridership is al pre-1910
levels.

SURVEYS OF patlerns of persons
commuling downtown conducted by
Lhe Slreets and Sanilalion Depart-
ment since 1926 indicale a subslan-
tial falloff in commuter railroad pa-
Lronage.

The head eounts indicate Lhat
109,933 rail riders a day entered the
downtown area in 1982, That
represents a decline of 21.2 percent
from the 1980 level of 139,506 and a
decline of slightly more than 20 per-
cent since 1981. However, the 1981
count was taken before the RTA
imposed a surcharge on rail fares
g;aé resulted in the fares being dou-

ed.

The city counts also indicate that
the 1982 cominuter rail ridership was
the lowest since 1941 when 103,405
persons a day. entered the downtown
area.

Commuter rail ridership downtown
reached an all-time high of 158,001 a
day in 1946, cily figures show.

HOWEVER, SOME transportation
officials point out that the city's
survey of riders does not accurately
reflect total commuter railroad
ridership because it fails to Lake into
account persens who do nol como
downlown. “‘We used Lo have a lot of
ridership out on the line |bul nol
going to the loopl,” one railroad
official said. “*13ul now almosl every-
one rides belween the suburbs and
the Loop.”

Railroad association records show
that rail passenger ridership rose in
the late 19205 to about 780 million a
year, declined during the Depression
and peaked at 910 million in 1944
before- beginning a long decline that
lasted until 1972. Sinee then it has
increased slightly.

PATRONAGE ON the CTA, which
was hit with a 50 percent fare hike in
1981, has declined since 1380 by a
total of nearly 100 million annual
rides—a drop of 13.4 percent,

CTA ridership was at its highest
level—1.1 billion—when the agency
was created in 1947.

People coming downtown each day via commuter railroads
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Nots: Downlown is the area bounded by the Chicage River on the north and west and the Eisenhower Expressway on the south
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