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Dissemination of these news items to all interested people is
encouraged. Content may differ from Milwaukee Road viewpoint.
You may want to retain for reference.

Chicago Sun Times
September 15, 1982

The Milwaukee Road wil Qasa 210

coal cars with delivery expected later this year and.

Wall Street Journal .
early next year. The cars have a current market

September 15, 1982 . value of $7.8 milllon and will be manufactured by;
e 5 Gie -Portec Inc.’s rail car division. They will ‘be leased.
SOO' line ‘Road.'OerrS'- to the .railroad over-a [ive-year term. . . e

To Purchase 650 Miles
Of Rock Island Track

. Bya WaLs STrexTt JOURNAL Staff Reporier |
MINNEAPOLIS—Soo Line Railroad said
it offered to buy more than 650 miles of

track from the bankrupt Chicago, Rock Is- Chic i
land & Pacific Railroad. Terms weren’t dis- s Ag0. , TEIBINe
g eptember 15, 1982
. The offer covers about 400 miles of main = ;g By
line, including ownership in jointly operated : RTA rail pact OKd o)
segments between Northfield, Minn.,- and AN AGREEMENT BY which the RTA" will‘take’
Kansas City, Mo. It also covers about 200 over and operate the Milwaukee Road commuter
miles of branch line in Northern Iowa, a 45- lines beginning Oct. 1 was signed Tuesday by federal
mile segment from Dows to Forest City, Judge Thomas McMillen who is overseeing the rail-
Iowa, and a 12-mile branch from Carlisle to road's bankruptcy. The Milwaukee’s two lines to Fox
Indiancia, Iowa. Lake and Elgin carry about 20,000 daily commuters.
:~ Soo Line, which has routes concentrated : The agreement in effect gives the RTA trackage
in the Northern Midwest, said the acquisi- rights to operate commuter trains on the Milwaukee
tion would extend its direct service to Road until 1984, The RTA board approved the agrec-
Kansas City and give it access to a major ment Sept.” 2. The board will meet Wednesday to
grain-producing region in Iowa. :° ) approve various contract§ with other agencies and
The Rock Island, as the Chicago, Rock labor .organizations necessary before the “lakeover
Island & Pacific Is informally known, is SHE PrE

seeking a buyer for the properties as part of
msa?d_ liquidation ordered in 1980, Soco Line
. Any sale requires approval by the-bank-
ruptcy: trustee and the court overseeing the
liquidation,- as~well as by ‘the Interstate
Commerce Commission. U e a
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pipeline

By Steven Thochrha-j et ,
‘St'aff Wl'ltEI: TR ' % i

é H

.i 1Champion'International- Corp.
‘and Northern- States Power Co.
‘have agreed to-build-a $40 mil-
.lion. steam pipeline to provide
-power: for paper recycling, and
.are -negotiating, with, the
Milwaukee Road railroad’to:
place the underground pipeline
: alongside railroad tracks.* , -
"It 'an agreement is reached to-
'locatethe 5.5-mile'pipeline next
to~ the tracks, -the first-such
steam in the Twin Cities
“could go into operation by Jan. 1,
'1984, according to NSP spokes-
;man Wayne Kaplan. The pipcline
“would end’ at Champion’s’ Mid-
m plant at 2250 Wabash Ave..
-and would not be opened to other |
customers, Champion vice presi-
.dent Milt Kpoll saud. . " -, ..
" NSP ‘would build;. own and
*’maintain the’ pipeline, linked to’
_jts High Bridge plant, but Cham-,
pion would'pay- thex$40imillion,,

NSP's

Map shows pipeline'route, | . ‘U
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¥ Continued from Page
rising costsinifuel oil, natura
gas. and -electricity, .the paper'}’
company ' considered construct- ;"
ing - its ' own coal-fired pqwer—.i:the railroad bed . whers e set of
plant.. The :NSP High Bndge,-z tracks now is:located; Kaplan
plant is coal-fired. - RN
(Third' Street plant pro-"
duces steam for space heating in {
several large’ office buildings ini-}
downtown St. Paul. Many build- -
_ing owners have signed
ments to participate in- 1 ks e s el
DO which Dot Water . In’addition’itoiFa: ‘lease-type
aiid i-eplace‘ the"“steam.f‘ . ' {"agreement ~with-;the railroad, !

At,Champion, the steam would : form: of { various  construction

l|$‘

L0 ewk 5 B
iy ! i
18

i

G Fireating eleericity, fon machin-
cal f.ery,. ‘and}:then” run,,into g’.'papezz_-“;

{ drying machines. i .t jioh - M
The pipeline would run under

! "‘.‘:"'.v T

P
’

/it ¥ said. The Milwaukee Road has at .

+ least two.sets of tracks running

! the course of the. 5.5-mile route,,
i Kaplan:said. Champion and NSP;
{ have,proposed that' bne;set. of |
Sommit.: 4 tracks >be. removedito smake -
the' pro-3 room;for the buried pipeline.

", City “approval;is. needed in the"

- fn'-u'l e

i pricettagithroughvanieight-year'
- gnergy contract, Kaplansaid * *

w43 Gt .
4 The: Champion plant .is one of
i theination’s-largest: paper:recy-.
“¢cling operations and.uses-high-
pressure steam in the manufac-
-~ ture- of boxboard, -consumer
» packages and corrugated’ ship-
- ping containers. ~The- company
now operales its own "$14 mil-
lion-a-year power plant, using
fuel oil, natural gas and electric-
ity to produce steam. Little of
the steam is used for space heat-
-ing at the-plant.

" Threatened co:ﬂpét'xtivelyr By

"be ' run’ through large. turbines, . permits; "«



Minneapolis

By Jacqui. Banaszynski
Staff Wr}ter ; ; L
o B S S
Harry Wirth was working late Friday -
to put financial deals together: to
meet Monday’s deadline -to buy the
Milwaukee Road depot property in.
dowutown Minneapolis. ™ . "

He was offering to seil a suhstantial
portion of: his interest in'the 15.5-
ucre site, apparently to gain enough.
cash to complete the $9.5 million ;
purchase. The- move is' a.dramatic’
switch for. Wirth, who has been re-.
luctant to relinquish coatrol of the
proposed project. R

. 3 3
HR I 8] ae;._n-'

The negotlations, whjch were expect-

ed to continue through the’ vg'eekend.
have increased skepticisin among
Minneapolis and Milwaukee Road of-:
ficials about Wirth’s ability to carry
through his billlon-dollar dream ‘of-
Tebuilding the dowutowu waterfront
dlstnct. LTS R PREL S Eag

‘Monday’s supposed o be- cIasmg

duay, but I.don’t think it’s going to be -

closing day,” said Mike Sullivan, an

attorney -for the Milwaukee Road.in .
Chicago. “I'm almost positive that-
it's not' going to be closing day. I'm -

convinced Mr. Wirth dues not have

Uxe money to clnse-" ' i
f 0. s N

However, it was not clear whether

Wirth’s year-long attempt to buy the
riverfront site would end if he failed -
to mect the purchase deadline. Wirth ;
could ‘not’ be reached for comment

yesterday, but his attorney said the -

matter is not over.

“His- (Wirth's) record snows he’s a-
very determined person,” said Min-
neapolis lawyer Wayne Popnam.

Wirth- has been granted purchase
deadline extensions four times since:
February in return for nonrefund-3
able cash deposits totaling $2.2 il
lion. He'is-scheduled to pay ‘the-re~;
maining $7.3 million in cash, pius 14.:
percent mterﬁt on mat amount. by

Monday

1‘ ‘n

“"‘! Av,v!aduct. i o

Star/Tribune

Wirth offers to sell part
of hus mterest |n depot !and

I Wirth rails‘to gather tne cash or
: gain an extension, it is “unlikely™ the
railroad. would refund the deposits, .
-Sullivan said. Wirth has said that the °
payments’ were made from his per-
sonal runds. : e SRS 2

pU_g Dlstrict Cuurt Judge Thomas,
~McMilien, who is overseeing: the fi-

‘mcial -Teorganization of the bank-: -

+rupt-railroad, ‘will consider the ma’
tgr late Monday e - i
Earller thls week. WLrth was unsuc-
cessful in getting city officials to co-
. sign his-application for a $16 million
‘ loan ‘from a ‘California savings and
loan'institution. Until that' time,
Wirth had not gone to city officials in
-his' attempts to gamer the money
.needed to buy and redevelop the
. depot site at Washington and 3rd Av.
.S, He originally pledged to launch a
. $220. million. renewal..of the depot
;:property without government money
and at one time said he had access to
-as -much -as -$2 biilion -in- pnvate
mnds. ) ;
~onE 4 4 "
"He eame to us after he apparently
- 'was ‘unsuccessful in trying to come
f.up_thwtne. financing :himself,” said -
~Jiny Heéltzer, director of the Minne-"
=apolis~ Community Development i
;Agency i

erth then sent the agency a tele~
;gram-from-California- early- yester- |
“day, this time- orferiug to sell the city .
<thevright' to-buy- two" biocks' of the-
‘depot’ site for $4 million. “The city

-:.had expressed an:interest in buying

" that parcel last year because it wants
to.tear out railroad.tracks on:the:
* land-and .the: adiacent Washington

ol

i Selling ‘the land" apparently ‘would
. ‘give’: Wirth - additional leverage“in
‘gaining enough money to complete
“the purchase Heltzer sazd. :
ST F
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"Harry Wirth is borrowing money
from a savings and loan in Califor-
nia,” he said. “The less he has to
bormw the better off he is.’

The Minneapolis City Council de-
clined:that offer yesterday and voted
-to stay-out of dealings involving the
depot,-despite-indications that Wirth
‘might try to seil the same parcel to
:the Soo Line and the Cowles Media
1Company.: Those firms also tried to
‘buy.the land from the Milwaukee
“Road to prevent removal of the rail-
road tracks and waducL e

Sou Line ol'flc!als could not be
‘reached for comment. John: Cowles
r., president of the Cowles Media
_ "Company, and Don Dwight, publish-
‘er-of the Minneapolis Star and Trib-
une Newspapers, said yesterday that
‘they didn't know if a deal had been
‘struck with Wirth. However, Dwight
; said the newspaper company re-
‘mains interested in buying a portion
of the depot: property in order to
' ‘save the tracks, which are used to
! :ship newsprint to warehouses at 5th
St. and Poruand Av;

! *Heltzer warned the c1ty ceuncxl that
" Ichances of having the tracks re-

moved would be “very slim” if the
i" Soo Line and the newspaper gained
‘control of the property. .

: -But council members remained ada-
i mant that-the area should be devel-
- oped with private funds and that
Wirth should be held (¢ his pledge lo
undertake the project without gov-
emment assistance
ﬂ"For the city to get invoived at ths
.. point.with balling Mr. Wirth out by
buying that”property is totally
wrong ‘said "Alderman Charlee
Hoyt, IR-13m Ward. v -,

‘“wu-m isa San Franclsco re.a.lﬁtate
"?q«w’developer with property interests-in
“*Wiscansm ‘and”Upper Michigan. He

‘won the right to buy the depot prop-
«erty last .year in-a.bidding. war
.= against four other deve!opers by of-

fermg $9 5 nullion incash -




Staft Writer:
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Developer Harry Wirth has asked“:
the:city of Minneapolis'to cosign bis
application for:a 316 ‘millicn loan to
buy+and-begin: development’ of; the .-

ee Road d2pet property, less

completeithe $9.35: 2 7

than asweek” before. his"deadline to

chase'of the Sife. ! -5 diiny !
ey e Lf:,»f,.*-:;:,f{%_l,;ﬁ,%ﬁu?g.:
City-officials said Thursday:th
denled* the+ request.* which’iwould
naveref} the city: liable’for the loan
it Wirhiwere:unableito fulflil bis
billionsdollar “dreamof" rebuilding.
the - downtown :Minneapolls. yiver-
front district. . - Sl L el

- «Ha'Was tryiog to gerus tomwz,ﬁﬁ

'and’help him and we'refused,
, Stephen Keefe, chairman-of:the:}fine
;.neapolis. Community Development
‘Agency. “We' don't want:'to’get«ins
 volved with this if we can ug;g;i_tgrg}‘ﬁ?
S ' O R A I e okl
“Wirth's: negotiations’ with citysorny
Lcials, .whichtook: place; garliersthis
*wesk 'have ' intensified: speculation!
‘that " the ~California . businessman;
'doesn't have'sufficient cashto coms:
plete his purchase of the depot.site-
by Monday's deadline. - -, - ek
“1t sounds to me as ii he's-having
trouble coming up with the money,”
Keefe said. “But I really have no
way of knowing if he’ll make the
A8 deadu:n:e.':'.... < w5 0 o .1;
NI R
' Wirth, president of Waterfront Com-
panies Inc., could not be reached for
comment yesterday. Colleagues
working !n the Waterfront Compa-
nies' offices in the depot building. at
Washington. and “3rd Av. S., said
Wirth was in Minneapolis eariler this
week after spending-most of his time
.the last few months in California
negotiating with potentfial investors, .
PR A e w Y Tt -|';’.i. AT
‘Wirth “asked - the~ city”to*'cosign an
application seeking $16 million {rom
a savings and. loan institution.-in
‘Stockton, Calif., according-to.Jerry
Luesse, a community development
~agency.official involved in riverfroat
_repewalr ST Y
“‘r‘:* tu‘:‘ yo e 4

“nw s VR ,.-71.1.‘1.7“-‘! i '
;“What e was asking for was some-
bOdy to cosign the loan and get il

sty

‘that'they’ '

s

: g edieal e
project started,” Luesse said.""The
city would then get some action .on
that land because he'd be able to

move forward with the project.i ",

“He wasa't asking the city for any
suhsidies or cash or bonding,’ just to

cosign the note,” Luesse said. “But If.

he faltered and the city had to’'make
good “on that' guarantee, it “would
mean exposure for the whole - $16.
millia!:.."‘;"' hE i

(LN i

ot
gl

Luesse said the law does not pérmlt

Iophe g

Wirthioriginally hpledged to complete

5

thet$221-million depot renewal pro--

the city Lo guarantee a private_gcbt. .
gl Ll .\il‘!

ject!without government money and,

later to expand the project to include
& 20-vear,:$1.2-billion redevelopment
of more than 100 acres of waterfront
between downtown Minneapolis and
Interstate HWY. 35. . o
Voaatnt S

Wirth was scheduled to buy
;acrg.:.dcaot.site from the bankrup
Milwaukee {Road -in’ February.! He
has since paid the raliroad-$2.2"mil-

dean_i_iine,

| S 2%

He also has been paying 14 percent.:

interest on the remaining $7.3 “mil-
Hon. - Milwaukee Road officials de-

f

clined to say yesterday whether they

would be willing to grant Wirth ‘an
additional extension. "

£y
“It's our understanding there will not
be any more extensions,” Luesse
said yesterday. “But we've been: sur-
prised before.! : i

, the cffer.’.

- 'However, " agenc

'

September 10,

_ working towards,” 'Ready

sald, . .
priprtaan iy
‘He would not discuss the “detalls® of
Wirth's proposal to the city and said
the development agency hadn't indl-
cated wnemer{__of

s ot : B i .

cy *officials told - the
newspaper that, they ‘had: flatly Te-
_jected the proposal. * "1 U

“He made some’presentations and

showed us some, numbers and none:
_of the stuff:looked appealing to us,”.
.1, 'sald agency’ spokesmany Jim :White.'
, “Nothing he's shownf,us‘;gg;; been at.
Cy s it

“all interesting to us,E
by AN S Tt i

'City’, Council | President

‘ 'yll;e:_DFl..-Fourt{x':.Ward.i'and‘ Alder-
man'' Mark™ Kaplan, ' DFL-Eighth

' ward. said 'the Wirth proposal car-

Wiy
thet15.5+ " il LT ik %
"= “The suggestion: presented such-an
1" undesirable. financial opportunity to
i the [clty : that ,1. don't }think
lion in nonrefundable cash deposits 71 would' consider;it'seriously,
for four extensions of the purchase ‘v said. SHRLTIM s,

Wirth ‘has coatinued to negotiate

with investors and financial institu-
tions, primarily on the West Coast, in

an attempt to raise

Robert Ready,
city planner
ject manager for Wirth's Waterfroat
Companies., . ... i, e
Ready*‘?s_ald" yesterday that -Wirth's
success:in acquiring the money to

a former Minneapolis

v [T%

enough money 1o
complete the purchase, according to

ried too much debt and too great' a

Ty

P i, e aLs

‘anyone
;Kaplao’

1 k Wt

Other private: developers, including

the Minneapolis-based Center Com-

panies Inc., still are’interested in the

" depot property, which-1s considered
the cornerstone to the city's efforts
to renew’the downtown waterfront
district: ¢+, 0 0 G

_“There are enough people who want
to get involved that we're still willing
to let the private market work on it”
without Investing public money,
Keefesald, ' '~ . s

s aead
s

v T et y k:
Wirth, a San Francisco land investor
with property interests in"Wisconsin

and_Michigan;;won'the right’ta:buy;

the’ depotiiproperty- late-last "year

" when’ he:outhid fourother"develop-

who now works as pro-

pay 'for'the property and early con-

wu{:nop"'is a day-lo-day thing." |

7

ers/inclyding the* Coviies:

: 1! established developers: . f.
«al} 1 can say is that's what we're . 3 e e et

- Zplags ta'eyentually. expand'the depot
lionriverfront -renewal: project .and.
! his limited ‘experience in. large-scale:

i-developments';’promptedﬁ;‘skepuclsm:

developmeat;to;aul0t-acre,  $1.2-bil-

" on the part of city officials and more

g
O

e g LR g

not it would accept.
S b weer, A

‘Alice Raln

ik

Media’
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Chicago Sun Times September 14, 1982

Lower:fares seen.in
flilwaukee Road-RTA pact
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2.7 By Pat Wingert. 5~

and Maurice Possley

Milwaukee Road commutern Monday came
er ‘o lower *fares. after a-U.S.-
rt judge conditionally- signed an
-! agreement to allow. the RTA to take over the
.7 bankrupt rallroad’s commuter line by Oct."1.”
-' Judge Thomas - R.“McMillen” “hesitated In-
. ;. signing the agruemeat “when Amzrak officiais
ia complained their "interests’ were “belng* Ig-
-.nored.’ But after debate by a8’ “roomful Lof_
'"’ 2 attorneys, the judge signed the agreement to'
iy ensure the takeover ls completed by the

7 1 deadline, " i :
Railroad trustees hnve told the judge they
# plan to halt thelr two commuter lines, origl-
ting in Elgin and Fox Lake, .by‘_Scp;.h 30.
Amtrak officials complained that that dhe Mil-
_ waukee. Road now providea some sevices for

How rail costs would change >
Proposed mlmul adult ulll vkee Road um :
z ‘Monthly

2

ki

.-.r p;

= Old: ol - New
$L75° slm wo 4925 o 1S
39015 <. 2100 FW50 T n.oo.._ﬂsaos
255 - US0 ,eu.eo.., 75
295 - 18.00
335 - 3180 1
370 ¢ 3500 2980 .18

: ¢ . .
A0 - B 3280757 10.0 <1020
A - @00 ~:3800 314178 x- 12150
40 45 . D 1875 40 1
eI N T N T g T

(Revhed uns “rounded to maml nickel y.

- them and that.the mangemenu future has-
Tmot” been spelled out. McMillen’ directed - ;n
es to -assemble -before him Monday to °

work out’ remalninngz\oblerdsm-SM-fﬁ ey
CASRTA spokeswoman Joan: Peariman sald the -

i At that time, the railroad- increa.sad !ares

‘RTA board will meet durlng ‘the next two
‘weeks to complete a’new fare structure for
the 20 000 Milwaukee Road commuters :

" The new fares are expected to be Identical
-to the zone-fare system In place on the Illinols -
“Central Gulf RR, the Rock Island Lines, the
‘Chicago & North Western- Ry and the Burl-

“lngton Northem. j'-_.'-;;_:.—‘.‘v g 2

t

20 the zone  fare system Is put in elfect.
a.dult fares. would be about 16 percent lower
* than now. “Senlor, citizen ' and ‘student fares
" would beé adjusted to 32 percent lower than

" the new adult fares.” -‘3’.

The ngrgement calls [or the RTA to take
Tover the commuter line,sas well-as hire 360
Sformer :Milwaukee Road, commuter- .rallroad:

cemployeesia - ~t 2y R’ va »in 8! A al
w...lnuddluon.the_RTA_j\_rouId ‘lease track,

yards and stations from’ the rallrond at an
. annual rent of $620, 000. “The line's cars and

locomotlves already are publlcly owned. :

% ~The agreement. was hammeréd— out after
- months of problems between the RTA and thc
raltroad company. T £

The Milwaukee Road pulled out of the RTA
system during July, 1981, when ‘the rallroad
"directors decided the bankrupt railroad need-

‘eﬁ to ralse fsres more than’ the R‘I‘A would
a ow. L F s -9 :

frama .‘--.. ::;r),

“about 25 percent more than other RTA com-
».mute rail lines. Two. months later. ridershlp
- was down 41.2 percent. - UuimsenzoailT TR
' ti Richard- B: Ogllvie,- trust,ee .of. the..ranmad.
Has arranged to sell most ofthe line's track.to
the'Grand Trunk1RRA3¢ 19 .1l henux’

I R
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By Chris Lemke
Wlihm\rgﬁopom :
lmproved semce for Iass money

was predicted by the Reglonal
Transportation _ Authority "'board
after it voted in Chicago’ ‘Thursday
to take over M:lwaukee Road. cor?-
uternr rations. Y Vi oatebd oy
muTne. ot:ekeover'alsooouid WOVE the
proposed . Elgin Almora --Heights ;
comuputer-station toward a quxcker
‘m " ..'. Bt el 1,,;
i ‘*'i?tll.emkeover will not‘hmder,;h
-~ Alkiora’ mposal...saﬁRTA.spnkﬁ-
‘man Joan - Pearlman. ““The 'board!
. also’idiscussed.* Almaora’ atix vyesters
" day’s meeting and said the takeover
would probably <help*. thed project
along- Ry GBS dal Dyt )
+.-The Almora station project which
has ‘been-: in' planning Stages for
more ‘than » 10! years,* should’ 'be
completed by the end of 1983, ac-
cording .to’ Peariman. .The RTAis
respousxble for extendmg its linesto’
.,the’stanon .and 'the .city-of- Elgmus‘
~.responsible for designing ‘and-securs!,

R

: mg?bﬁE‘.tor anadjacent parking Iqt'.fii [

The»proposed - station would .bet
south ogmg “Timber Road‘just” west«
< of Lyle: Avenue. The parking lot en-;.
. | trance willline up with the Big Tim-"

| per-Lyle intersection, ' accordmg to
Clty engmeer.Gary Mﬂler 3 _;

. THE PARKING ‘project “s Tex
pectedtooostmmea:eaotsmm
; The -most recent. estimates, co
' piled more than.two years ago, %-n
timated the cost at 65,
_said he had not seen any. _drawings

ar specmcauon for the loading' plat-i: ;

form and had x:ecexved no estimate

of its cost. ' »
: The entire pro;ect wnu be’
by a ‘grant from. the Urbagk

. Transit Authontyf and “the minmh_‘, o M . L
Department’  of Transpoﬂaﬂoﬂ-f

Mxllersaxd. AN g Gl
. Miller said xhe city is now p

mg specifications for the g

area:zand - will advertise: ‘for ‘bids-

: { e of September. The:
abmlt. the middle of Sep “‘7}?;1(1

bids: will, be opened - 0ct.
awardod at the Or.n. 13 E!gm Cu.y

RV}

,..,, £0:41
i ;‘,.gxle {the RTA) would: then {ali
bounde.moned fare structuras. Oures-

q;Mmerl i

e-.b";':U T
By -"«ﬂeMilwaukee Road's commuter
cars’ and’locomotives are already
.,owned bynRTA and other ‘transit
lagenc]es 3] J—; Motk P ‘sl 11 - .'-&f'
e The, RTAwill" !ease\track 'yards
" ‘and ‘stations for $620,000 & year, until
1, the end of:1984,:according to the'con-
wtrac: between ' the: agency .and’the-
1-’carner‘s"hankmptcy trustee, ‘Rich-’

é-‘axdkB.aOgﬂvie. ‘AS; its. share ‘of. .the(

&mmntenanoe. the- RTA also’ xs

- qr"-l&l“'-l l

n-...l-COMMUTERS expécted

X :reoelve a pleasant surprise 'in’ the

*form of fare: reductions——-r:educuons

1 ~of up'to 16 percent—as a r&sult of

;he takeover, Pearlman said. ¢
.+*“Tbe takeoven must still: ber ap-
proved by i the ‘court, but.if. rap-
pmved the board would meet again
ce..the * fares,” Pearlman

timates:indicate tares -would- be,re-sf
“duced byabout 16 percent.” % g
%" The agreement must be approved Y
'by U.S. District Judge Thomas R.:

.McMillen, -who is handling the line’s

.bankruptcy- proceedmgs OfﬂClalS»
said no difficulty is expected. : ’

.Trustee ‘David L. DeMotte was
the only dissenter in a 12-1 vote. De-
Motte said he opposed the move out
of concern for costs.

But a recent report from RTA op-
:erations staff showed the agency
“has cut operating costs and im-
proved efficiency since it began run-.
ning the bankrupt Rock Island Lines

T : } commuter service, said board mem-
\" ber ‘Kenneth W. Sain.

. “Y'would hope we wiil h.ave the.

‘J P

same perfonnance here,” Sain said:;

»‘l'. !
deied

expeo,;ed 1o pay about 6 mzllion a‘i

- “THOSE ARE my guidelines,”
said board chairman Lewis W. Hiil.
‘““That is the directive I have given.
We're going to have a first-class op-
eration here with better service at
lower cost.”

The RTA hopes to take over by
Qct. 1. The Milwaukee serves an es-
timated 20,000 daily. commuters on
its two routes—the 50-mile north line
as far as Fox Lake and the 40-m:1e
‘.west line to Elgin, :

:«Under the two—year contract n’
the_«RTA files eminent-domain pro-
:ceedings -to'buy: Milwaukee Road
Tcommuter ‘operations, the' transit
“agency and the railroad would have
until the end of 1988 to complete the
purchase. -

RTA aades smd the agency has ob-
tained capital funds from the fed-
eral governiment in the past, and is

' receiving additional - federal cash
““for rail - purposes” that (.ould be
used for the purchase. . . -

~Qgilvie; had: threalened to- close

:-mor;‘:‘nes unless the RTA took them

,,oyer, ‘He.is'trying to.sell the rest of
« the railroad to Grand Trunk Corp., a

i:Canadian-owned holding company

: “that owns severaJ small railroads.

. MILWAUKEE. Road agreed not
toallow: freight trains to interfere
with ‘commuter trains during rush
hour and to allow the RTA to in-
crease service by as many as eight
daily trains in the future.

After the RTA takeover, the line
plans to. abandon service for the
final.24 miles of its north line from
Fox Lake to Walworth, Wis., offi-
cials said.-The railroad operates one
round,.trip a: day .from Walworth,

¢ serving about 18 commuters at four
. stations. | ;
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Benefit the Rio Grande

Even Though Line Opposes Planijfgi'\ﬁalysts Say

By GEORGE ANDERS

For many railroads, this week's federal
approval of a glant merger in the industry .
appears to be unwelcome news. But Rlo
Graude Industries may do just fine, some
analysts contend, even if it is leading the
opposition to the merger.

At issue Is''the Interstate Commerce .
Commission’s decision Monday to approve
the combination of the Union Pacific, Mis-
souri Pacific and Western ' Pacific.” The
merger would create-the nation's.third
largest raiiroad, Pacific Rail System. With.
22,000 miles of track, it'would trail only
Burlington Northern ‘and CSX in size.

In testimony before the ICC, Rlo
Grande sald the merger would cost It $35.
million in - annwal. . ) ,a;:;&‘lj;
revenue,” = because , - Pl
Pacific Rail Heard -
wouldn't any longer -

need Rloh Grande omn the '’
track to help com- :
plete some -of. its  Street

freight runs. (Rio :

Grande's revenue last year totaled $388
million.) Rio Grande Monday challenged
the ICC's action, going to federal court in
Denver. Southern’ Pacific also Is appealing
the ICC decision, and Southern Pacific has
said the merger could trim it's annual rev-
enue significantly as well.

Yet while most railroad stocks declined
fractionally yesterday, Rio Grande jumped
1% to 40%. Few analysts give Rio Grande
much of a chance of derailing the ICC

merger plan, and’ any' change iIn' the °

“connects with a [riendly carrier,” he
says. s '
Monday's ICC decision also granted Rio
- Grande trackage rights along Pacific Rail
between Pueblo, Colo., and Kansas City.
. That helps offset the other revenue losses,
, Mr. Freeman says, though Rio Grande
; contests proposed terms for those rights.
! Morgan Stanley's Mr. Peiery expects Rio
¢ Grande to earn $4 a share this year and $6-
' $6.50 a share in 1983, after posting fully di-
! luted per-share profit of $4.75 in -1981. Ex-
: pected to help it along in 1983 is coal-haul-
. ing volume in Utah and Colorado that is

-, growing 10% a year, he says.

Few railroads are likely to see much
growth soon, says-Jack Kawa, an analyst:
: at Dean Witter Reynolds Inc. In a memo to

‘' clients yesterday, he contended there isn't’

" any clear indication'of a rise in industry’
tonnage, and he advised short-term-invest-
_ors to take profils. Most rail stocks have

. risen even faster than the overall stock

. market's 15% climb the past month, he
finds. Thus, Mr. Kawa is braced for rail is-
sues to retreat 5% to 15%.

The Western rail merger “‘could give
consternation to Santa Fe and Southern
Pacific,” Mr. Kawa says. A lot.of :West-
ern roads have to wonder where they will
be in two or three years,” he' asserts.
Among the eight Western railroads he fol-
lows, none wins an outright buy recom-
mendation from Mr. Kawa. He regards
Kansas City Southern 'and Santa Fe as
somewhat attractive longer term.

“July tonnage was terrible,” Mr. Kawa

merger would affect nearly all the Western - . says, "'and although there was some slight

railroads anyway. Yet at Morgan Stanley
& Co., analyst Andras Petery figures the
nexi round of railroad consoclidation may
benefit Rio Grande. :
The ICC's willingness to go along with
the Pacific Rail merger makes Rioc Grande
“materially more attractive to other com- -
panies lcoking to consolidate,” Mr. Petery
contends. Rio Grande is the smallest of -
the five other major Western railroads,
and it could constitute “‘a missing link for
Southern Pacific or Sante Fe,” he says. On
Monday, the ICC's: vice chairman, -Regi-
nald Gilllam, said he wouldn’t be surprised
to see those three railroads move. toward a i
merger. ' :

'indication that tonnage turned up’in late
August, the industry is due for a very poor
third quarter. I don't think there are going

.. .1 to be any:losses, but it's going to be close

for a few roads.” ;

At Kidder, Peabody & Co., analyst
Henry Livingston also finds the rail stocks
“pretty fully priced.” He's less convinced,
though, that the stock market should be re-
acting to the ICC's latest action. Antitrust
issues are more serious than is generally
regarded, he maintains, and could change
:the merger plan. Longer term, Mr. Living-
ston argues that:such mergers- produce

.“fortress-like companies'’-that have: tight
control of a reglon’s rail traffic. Eventu-

Rio Grande's general counsel, Samuel * ally, they may end'up getting broken up
Freeman, says the conipany isu’t holding , again.or nationalized, he speculates. -,
talks ‘with any other company about 'a .- = Morgan Stanley’s Mr. Petery, however,’

merger.  “But like many railroads, we

argues that the ICC, “after having-long’

have an ongoing internal review.of what ° been decades behind the times, is finally

our options may be as far as independence ,
versus alliances,” Mr. Freeman says. In
Southern Pacifie, Rio Grande already

+ making decisions that look to:the future.
The Union Pacific merger is:'a major
transaction, but it:isn't the:last one.'::.

ES
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‘Santa Fe may appeal rail merger

Apﬁrovai of the Union Paclric-Misééuu

—an undue, adverse  interference with

i Pacific-Western Pacific. merger. Mon--
day may be appealed by the Santa Fe
Railway because of  the granting  of
- ~trackage rights in connection’ with_ the
* consolidation. Soeg S

Santa Fe posed that possibility in a
statement Tuesday, expressing its disap-
polntment with the action of the Inter-
state Commerce Commission in_approv-
ing the merger. (eed B R

The ICC made the unusual'decision to
require the combined railroads to pro-
vide for the movement of traffic over’
their tracks on a fee basis to avoid the
reduction of competition. - gl

“Wae ara distressed that the commise:
ston. in an attempt to mitigate some of .
the harm which will result.from the
proposed takeover, has granted trackage

‘A grant of these-trackage rights . . .

would, constitute” unlawfdt appropri-
: ation-of Santa Fe properties as well as ;
"undue,” adverse interference with San-

ta Fe's operations,’ the company sdid.

rights to the Southern Pacific between
- Kansas City and St. Louis and to.the

Denver & Rio Grande Western between
Pueblo, Colo. and Kansas City,” the
Santa Fe statement said. i ;
. “A grant of these trackage rights
would impose Southern Paclfic and Den-
ver & Rio Grande Western operations
over segments of Santa Fe lines and
would constitute an uniawfui appropri-

“ation of Santa Fe properties as well as

Santa Fe's operations.”

.Before deciding whether to appeal the
merger, Santa-Fe sald it would review
the commission’s declsion in detail when
it is issued in October.

“However, given what Santa Fe be-

. lieves to be the substantial anti-competi-
. tive nature of the transactions and the

serious Injury they would do to other
segments of - the Westera rail industry,
the possibility of a successful appeal of
the commission’s decision shouid not be
ruled out,” the company siad.

The Southern Pacific already says it
will appeal. the decision. It bases its
opposition on 19th century agreements
that govern the competitive aspects of
Western railroad operations, as well as
antitrust laws.
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Two Canadian Firms -

* < Conrall said it s’ selling the Canadian
. . properties because they are no iaﬁggneces-_,

' e Sametorits operations. It also said the regu-

Agree to Buy Assets oy climate In Canada wasn't favorable to
Conrail. The railroad has been scaling. down
its. operations' to match declines in freight

traffic.= ™ g ' - it

Of Conrail in Canada _ |
' ht Canadian National and Canadian Pacific

Bya WaLL STrEET JOURNAL Staff Reporter  5aid the transaction would improve the effi-
TORONTO—Canadian National: Railway ciency -of their rail-freight operations and
Co. and Canadian Pacific Ltd. said they open.opportunities for new’ business. The
agreed to purchase jointly most of the Cana- two'companies said they are continuing dis-
dian assets of Consolidated Rail Corp., Phil- cussions- for ‘an agreement  to operate the
adelphia. . ; - . properties they are acquiring. F
The assets include the main rail line be-
tween Niagara Falls, Ontario, and Windsor,
Ontario, together with three branch lines to-
taling 274 miles, and the Niagara River
Bridge, a railway bridge connecting Niag-
ara Falls, Ontario, with Niagara Falls, N.Y.
The rail lines and Niagara River Bridge
both are owned by Conrail’s T1%-owned Can-
ada-Southern Railway Co. unit,
Canadian National and Canadian Pacific
also would purchase Conrail’s Detroit River
Tunnel, a railway tunnel which connects De-
troit and Windsor.
Terms of the transaction weren't dis-
closed, but a spokesman for Canadian Pa-
cific, a major transportation concern, said
the cost of the purchase would be between
$20 million and $30 million {Canadian).
The transaction is subject to Conrail
reaching an agreement to purchase Canada
Southern’s bridge and rail lines. Conrail
then would sell the Canada Southern assels
and its own to the two Canadian companies.
Negotiations between Conrail and Canada
Southern are continuing, the two companies
sajd. Canada Southern shareholders:-and
regulatory agencies in Canada and the U.S.
also would have to approve -the transac-
tion. [ whoe
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ICC approves merger

ICC puts few conditions
on huge western system

By James Worsham
and David Young

THE INTERSTATE Commerce
Commission Monday approved the .
merger of the Union Pacific, Missouri
Pacific and Western Pacific railroads
and imposed what officials said were
a *“‘limited number” of conditions on
the consolidation.

Reese H. Taylor, ICC chairman, an-
nounced the ‘decision at an unpsual
press conference in Washington a.it.er <
the commission voted 5 to 1 behind

closed doors to approve it. The ICC.

usually only publishes its decisions. A
written decision giving details of the
merger will be released Oct. 20, Tay- -
lor said. : -
The three railroads -will be cn_m-‘
bined in a 22,800-mile system serving
21 states from Chicago, on the east to -
the Pacific Coast on the west and {rom
the Gulf of Mexino to the Canadian
border. £ :
The conditions smposed include t
requirement that the Union Pacific
and Missouri Pacific grant trackage
rights to three smaller railroads -to
give them' access to Kansas- City,
Omaha and Topeka. : N
However, the ICC dismissed the
bulk of the conditions sought by other -
railroads ihat objected to the merger.

‘Southern Pacific Co. announced late
Monday that it planned to appeal the
merger decision in federal appeals
court. Southern Pacific said the merg-
er would cost it about $100 million a
year in lost revenue.

* AMONG THE conditions granted
‘are: N : T

@ The Denver & Rio Grande West-
ern Railroad will be able to operate
over Union Pacific track from Pueblo, -
Colo., to' Kansas City to connect with .
other railroads there. - '

@ The Missouri-Kansas-Texas Rail-
road will have trackage rights over
the Union Pacific from Kansas City to
Omaba; Lincoln, Neb.; and Topeka,

@ The St. Louis Southwestern
Railway, a subsidiary of the Southern
Pacific, will have trackage rights be-
tween Kansas City and St. Louis to
enable it to connect with eastern rail-
roads in that city, The condition in
effect’ saves the Southern Pacific the
cost of rebuilding ‘a former Chicago, -
Rock Island & Pacific line it pur-
chased between those cities.

@ The Chicago, & North Western
Transportation Co. and the Union Pac-
ific in effect agree to maintain exis-
ting rates and routes for five years for

transcontinental traffic handied be-
tween those two railroads over the:
North Western’s line between Chicago

and Fremont, Neb. ICC approval will;
preciude challenges to the agreement®

pnder federal antitrust laws. et
:- @ Missouri Pacific crews will handle
North Western trains between Omaha
“and Kansas City over Missouri Pacific.
 trackage. The North Western bad orig-.

inally sought trackage rights over that

Missouri Pacific line. e
Officials of the North Western said
they were satisfied with the merger,
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agreement and conditions. Federal officials originally
questioned the -merger because federal guarantees
had been used to allow the North Western to repair the
Chicago-Fremont line, and the merger might under-
mine the l‘manc;ial position of the North Western.

THE COMBINATION is the latest in a series of
mergers and consolidations that have left four major
railroad systems west of the Mississippi River and
three to the east, although a number of smaller
regional railroads still survive. 3 d

The three major systems that have evolved in the
East include the Consolidated Rail Corp. [Conrail], the
CSX [Chessie, Seaboard Coast Line, Louisville & Nash-,
ville] and Norfglk Southern systems." .. °

The merger @eal leaves the Southern Pacific and
Atchison, Topeka & Santa Fe as the only -major
western railroads that haven't been involved in mer-
gers in recent years.® T s B SNSRI
- The merger effectively expands the Union Pacific to

" give it direct access to the eastern railroads and Gulf

Coast. The bulk of the Union Pacific traffic to or from

. the East or Gulf Coasts had to move over what is

known as “bridge lines,” usually small regional rall-
roads or major western competitors. ’

The Sun Belt and Gulf Coast is imporfant to the
Union Pacific as a source of petrochemical products

. moving north and as an outlet for such commedities as

low-sulphur western coal moving to expanding southern
utilities. -~ - ey momt i
ALTHOUGH THE MAJOR benefit to the Union Paci-
fic is access for the first time to the gulf ports served
by the Missouri Pacific and to the San Francisco Bay
area served by the Western Pacific, the Union Pacific
will also obtain for the first time a direct link. to

* Conrail at East St. Louis and a route of its own, though

circuitous, to Chicago over the former. Chicago &
Eastern Illinois Railroad line obtained earlier by the

. Missouri Pacific. 4 il

Officials of the North Western, which now sefves as
the main Union Pacific-Conrail connecting link for

transcontinental traific over its line between Fremont

and Chicago, had sought concessions in ‘the merger
proceeding to avoid losing that traffic to the combined

‘ system via Kansas City and St. Louis.

The principal dispute before the ICC, as in the case
of most railroad mergers, was how much traffic the
combined Union Pacifie-Missouri Pacifi=Western Paci-|
fic system would take away from other railroads.'
Unlon Pacifie officials in their initial studies said the
diversions would amount to no more than 1.25 percent
of revenues from most of the other railroads.

THE MERGER, known informally in the railroad
industry as the “Mop Up'’ because of the initials of the
Missouri Pacific and Union Pacific, will have a mini-
mal effect on Chicago and Illineis, officials of, the
railroads said. The Missouri Pacific is the only merger
partner now serving the state. It has 910 miles of track
and 1,900 employees in Illinois, including 400 in the

Ch;cago area, P Sataias ST | R t n
- The Missouri Pacific handles about 78,000 carloads of
freight in and out of the Chicago area. '
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ICC Approves.
Drsputed Merger
Of 3 Rallroads

Union Paciﬁc, Western Pacific
 And MoPacto Be Nation's
’I.‘hird La:gest Rail S_y;tem

By a WALL STREET JOURNAL Stnf_f Reportef

WASHINGTON - The Interstate Com-
merce Commission approved the coptrover-
sial- merger of the Union- Pacific Railroad
with the Missouri Pacific and Western Pa-
cific railroads, creating an industry giant.

The- ICC attached several conditions
aimed at giving some market protection to
competing lines, but it didn’t grant all the
concessions requested by ‘other- roads. The.
consolidation was’ widely -opposed 'byrymany-
raliroads, because they fear that'combining:
the® sn;nng Union: Pacific:.and Missouri:-Pas
cific, a.lung with the less-robust Westerq ‘Pa:

TRET pow rfu! coms
i a.te an unusually €
cific; will cre v B

petitor
ey mmPaclﬂcCo.
Franctsco Southe: en

“In'San-
of Southern” Pacific Transpo! .
st:;!d it filed noﬁr.e Monday with the f‘:ﬁl
era! appeals court in Washington that it

appeal the merger it Iorma.lly appmved

“The merger !niorma!ly ‘was dubbed the
“rnop-up’* by the oppos: ing roads, SUgges ting
the new combination will mop up the compe-

le
tition.” The -consolidation _wﬂl ior:;xm ::,: sgrlrgst

Buﬂmgmn Northem

e 20
erger’ wou}d bewme eLecuve
da;rrsh:!trélr rﬂgr: 1CC issues a. formal approval:

by Oct. -20 if the
order. which is. expectegw!& ons. The plan

.
calls fur Unlon Pacific: Carpes the-Unrtor:;a.a
¢ific Railroad’s holding company, {00

Pacific Rall System, Inc. which
“Wnlﬁ iﬂeﬂm ‘hree railroads-as separate.

corporate entities but operate them as, a sm--a
gle rail system.. -~

| 'Aspokesnwnformsso PaciﬁclnSf-

*We're very pleased by today's

We believe the nevr

nously
theye acted expect - better seMw

system will provide .

[0

Softening the: Impact.

_The ICC lately has stopped lmposmg
what.it:calls “standard traffic protective
conditions” on rail-industry mergers {o
soften: the impact on competitors. It has ar-
gued that in an era of deregulation and in~
creased competition, freer ‘market forces
can protect roads from a.mi-competmve ex-
cesses, and stronger competitors. in general
have been created by numerous mergers.

But this t!me the ICC. indica.ted it consid-
ers the impact of an unmodified merger on
competitors might be too great. The-agency,
which approved the merger by a 51 vote,
tacked some  conditions onto the consolida-
tion: because  of ‘“significant-:-competitive
problems” ‘caused for other roads, Chair-
man -Reese “Taylor said at a news confer-
ence. Among: those conditions.were trackage
rights over certain segments of the merging.
roads’: track for the Missouri-Kansas-Texas
(Katy),: Denver & Rio Grande Western and
‘St.:Louis*Southwestern rdilroads.. The St.
Louis’ Southwestern is a Southern Paczﬁc.
Itarrsportation Co. subsidjary T s

<7 The ICC appmval ‘gave new impetus to
_the-consolidation trend in the rail industry.
Intecent: .years,: the commission has- ap-
‘proved iseveral :major mergers, including
thg‘marriage of the Norfolk & Western-Rail-

and:Southern Railway in March, and, in
Septembqr 1980; the merger of the.Chessie’

‘system:and’ Seaboard Coast Llne Industries
: .csx*

i b
-.-The tre.nd isn't likely to slow down, Regi
nald Gilliam, the:ICC's vice chairman, sug-

:gested- in-remarks at the news conference.
:He said-he “wouldn’t be surprised'’ to see
the Southern Pacific, Santa Fe Railway and’

Denver & Rio Grande mave toward mergers:
of their own; the Santa Fe and SP recently
sought to merge. but talks broke off

b
a,‘m“.\
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Mr.: Gilliam sald ¢ombinations between
eastern and western systems,- forming the
first = transcontinental . railroad: company,
also may: be hkely, as well as railroad at-

tempts to acqurre truclmrg and airtine con-
cerns it Sy :

The protecuve condiurms placed on the
UP-MoPac-WP merger inciuded . trackage
rights for the Katy between Kansas City,
Mo.; Omaha and Lincoln in Nebraska, and
Topeka, Kan. Similar rights for the Denver
& Rio Grande Western between Pueblo,
Colo., and Kansas City, and for the St. Louis
Southwestern between-Kansas City and St.
Louis also. will be required, the ICC said.
The ICC rejected other requests by roads.
including the Santa Fe, Kansas City South-
ern .'md Katy and Burlmgwn Northern,

) The agency,a.lso approved an agreement,
tied to the merger, allowing UP to run cer-
tain- Chicago & North‘Western Transporta-
tion Co. trains, for North Western’s benefit
and some rate, or joint-operation pacts be-
tween:the merger partners and the North
Western orConsolidated Rail Corp., the gov-

emmem-chanered Northeast a.nd Midwest
road:

“The- 51 vote was taken ata closed meet
ing. The ICC wouldn’t' say who-the dissenter
was, but it was:understoed to have been
Commissioner Frederic Andre.. Mr, Andre
couldn't he reached for comment. . - *

: Southern. Pacific strenuously opposes the
merger on' the ground that it will destroy:
railroad competition in the western U.S., it
said. It also believes affiliation of Union Pa-
cific with Westérn. Pacific is illegal under
thedmh century Pa.ciﬁc. Rxﬂmad Acts, it

 Southern- Pa.ciﬂc ﬁled srut m 1980 in fed-

‘eral district court in Los' Angeles challeng-
- ing:the merger of Western Pacific with Un-
‘ion Pacific on the Iatter ground. The case is
.expected-to go to court if the merger is for-
ma.uy approved, :Southern Pacific said.
/v » Southern Pacific Chairman Benjamin F.
-Blaggini * testified during - the - ICC merger;
proceedings:that “approval “of ‘the merger
would-cost. Southern Pacific about-$100 mil-
Hon annually in lost rail revenue,
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May Hike

Rail Merge_r Activity

By DAVID M, CAW’I’HORNE

Journal of Commerce Staff ';ﬁ'
WASHINGTON — Consummatmn-
of .the Union Pacific Railroad’s:take-
over of two other major-carriers
probably will renew . the -industry’s
_ mating game and eventually’ will
result in more ‘merger applications,
filed at/vthe Interestate Commerce

Commission.

But representahves for all sndes
think that the ICC's decision Monday
to approve the UP’s purchase of: the
Missouri Pacific and Western Pacific

. Railroads eventually wxll fmd its way
into the courts. =

However, in any event t.he agen-
cy’s action marks a major step in the
creation of a 22,500-mile railroad
system serving 21 states that stretch-
es from the West Coast to the
Mississippi River ami down to the
Gulf ports.

In its dec:sxon, ‘the commxssmn
ordered the UP to give three carriers
trackage rights to operate over parts
oi n‘s system ' 43 u.y‘

‘Specxflcally, the Denver & Rid
Grande Western Railroad was given
rights to operate over UP track
" between' Pueblo, Colo and Kansa&
Clty. Mo. * . ¥ .

“-UP had agreed to this earlier: jq
the proceeding’ .after the Justice
Department indicated it might oppose
the merger if these rights were nat
attached.

The Missouri-Kansas-Texas Raﬂ
road was given rights to operate from
Kansas City to Omaha and meoln,,
Neb.. and to Topeka, Kan. .

But the Katy was not authorized te
operate from Kansas City to Corpus
Christi, Texas, in order to offset its
loss of the UP as a Inendly connem
P - UP;;

The agency also order e
‘give thegSt Louis Southwestern Rail<

way trackage rights between.h Kansaa
City and St. Louis, Mo..

The SLS is owned by the Sauthern
Pacific Railroad but the rights grantz

ed are not nearly what was ongmally
sought from the commission. - -

An agreement the Chicago &
Northwestern Railroad negotiated
with the Missouri Pacific outlining
pooling arrangements and rates they
charged on traffic interchanged with
each other was approved by the
‘agency.

The ICC also gave the two carriers
specific immunity from antitrust laws
'to negotiate'such an agreement.

This pact ‘was substituted for

major trackage rights the C&NW was

seeking as a 'protection for -anti-
-competitive impacts resultmg from
:the-transaction. .

The paucity of protective condl-
-tions  attached - by the agency :sur-,
prised some observers, but it definite-
ly pleased the Union Pacific.

Though the company will not have

a formal. evaluation of the trackage
rights. grants completed - until ' after
the agency releases its decision next

.mom.h Union Pacific Corp. Chairman.

James H, Evans -commented, he did *
‘say. they did not appearto constitute
animpediment to cumpletmg the
.transaction.

But carriers not recewlng the
.rights they sought appear to be the
.most likely to take the commlssmn s
decision to court. ~ s il

Besides the Southern Pacific this

. would ‘include the Burlington North-

ern Railrcad.
The BN had sought trackage rights

‘to serve five power plants located on
- the Missouri Pacific once the Chicago

& North Western Railroad gets rights
to serve Wyoming’s coal nch Powder
Rlver Basin. ;

But' BN's plea was turned down
even though it received some support
from the Departments of Justice and
Transportatmn :

Several persons famxhar with the

‘ case predicted that a coalition of a
“carrier and other interests will take
_the ICC's decision to court.

"But ICC Vice Chairman Regmald
E. Gilliam Jr. predicted the agency’s

-action will pecipitate talks that even-
_tually’ will result in another round of
; mergers within the industry.

‘At least three railroads — the SP

“‘the. Rio/ Grande ‘and the Atchison,

Topeka & Santa Fe — probably will

_find in their best interests to start

looking for merger partners, he said,
and carriers .east of the Mississippi

» probably wnll start turning their eyes
. westward..
-~ Though he was unwilling to go as
“far as Commissioner Gilliam ICC
- Chairman Reese H. Tayior, Jr. did
"say he thinks. there is a “‘fair chance”
“,that more applications will be filed
. further on down the road.
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Bill Cleanng Way for Coal-Slurry Lines -
Appears to Be Nearing Vote in Congress

By Susan CAreY
Staff Reporter of THE WALL STREXT JOURNAL

Legislation clearing the way for giant,
underground coal-slurry pipelines to criss-
cross the country appears (o be headed for a
decisive vote in Congress this month after
years of going nowhere.

But even if the legislation passes, it is un-
likely many of the proposed multibillion-dol-
lar projects will be built. Nine such pipe-
lines currently are cn the drawing boards.
They would carry an equal mixture of water
and pulverized coal for hundreds of miles
between mines and coal-burning utilities or

export terminals. As many as five depend:

cn passage of the legislation, whick would

give developers federal eminent domain-to | -

acquire needed ' rights-of-way. - Contractors,
utilities, coal .companies and: labor - unions
have lobbied hardfor this authority..'.

But other obstacles, some unioreseen by’
pipeline proponents, have cropped up. Water:

'scarcity is an increasingly important issue,

especially in dry Western . states. where
many of the pipelines would start. And coal
demand isn't nearly as robust as some had
projected. Some of the nine projects “may
be put on the back burner for three or four
years,'” conceded George Eatman, executive
director of the Slurry Transport Association.
a trade group,. -

" QOthers are even less sangulne Marc Co-
hen, a coal analyst for Kidder, Peabody &
Co., predicted that only two.or three of the
proposed pipelines: will ever be built. “It's

.easy to talk and do studies,” he said. “Con-
ceptually, some of them. work and some of
them don't. But most are just a Jot of an- |-

nouncements.” Mr. Cohen thinks the ETSI
Pipeline, if suits over water rights are set-
tled, and the Coalstream: Pipeline, if federal
eminent domain is granted,. are the most
likely to go forward. . . .

The analyst thinks federal emjnent do-(

main—the government’s right to. take pri-
vate property for -public use—will be
granted at some point.. And Mr. Eatman
says “we’ll be back next year” if the initia-
tive fails before Congress adjourns early
next month. At this time, eminent’ domain
bills have the approval of crucial House and
Senate subcommittees-and are expected: to
go to both houses for full votes. The chances
igli.d passage are about even, “observers

The railroads, fearful that the supposedly
lower-cost pipelines would ' steal some “of.
their lucrative coal-haulage- business, re-
fused for the most part to let the pipelines

have tried to get around that by rerouting
their- rights-of-way or crossing the-railbeds
where the tracks are on.federal land. Often
these methods aren’t enough. =3 '+ -~ 53y

Water scarcity is perhaps more of an im-
pediment than.the railroads. ETSI Pipeline
Project—a joint venture begun.by- Bechtel
Group Inc. and Lehman Brothers Kuhn Loeb
Inc., and now expanded to include Atlantic
Richfield Co., Texas - Eastern- Corp. and
Kansas-Nebraska Natural Gas Co.—assem-
bled the right-of-way for its proposed 1,400
mile pipeline through litigation, not eminent

domain. But its water-rights award from
South Dakota Is being challenged in two law-
suits. ETSI maintains that barring an in-
junction it will begin construction next year
on the $4 billion pipeline from Montana to
Louisiana. ;

Inability to secure water ﬂghts m Wyo-
ming for its proposed 1,300-mile pipeline
forced Texas Eastern to put that project on
hold in 1979. The company later joined ETSI
as a 20% partner. And the 900-mile pipeline
planned by San Marco Pipeline Co., a joint
venture of Houston Natural Gas Corp and
Rio Grande Industries Inc., has been held up
for two years while Calorado considers the
company’s water-rights application, .
Soft demand for coal has scuttled two

| other proposed-pipelines. Northwest Energy

Co.’s plan for an 1,100-mile line -from.Wyo-

.-".| ming to. either- Washington or Oregon ‘‘is
 pretty much’on hold- because demand is
down .in the Pacific Northwest and hasn’t

developed enough from Pacific rim counties
to justify the expenditure, said E.R. Hayes,
manager of speclai projects for the com-
pany’s venture..

A proposal hy Boemg Co. a.nd the Com-
merce Department's Maritime Administra-
tion to build a pipeline from central Utah to
Southern California was dropped-two years
ago despite a bright outlook for securing wa-
ter rights and property rights-of-way. The
problem, according to a Boeing spokesman,
was that coal users wouldn't sign long-term
supply contracts needed to ensure the proj
ect’s success. 'l

Getting state’ emment domam aut.honty
is a sticking point: for ‘Virginia Electric &
Power Co., which. wants to build: an- intra-
state pipeline from Appalachian coal fields
to-Hampton Roads. A state commission cur-
rently is assessing whether it is in the public
interest to let a coal- slurry pipelme curm;\»eL
with the railroads.. .

Coalstream Pipeﬁne Co 1 unlt of Contf-
nental Resources Co., stands to reap.the

first benefits if the bill is passed. ’ The com-

pany plans to build a 1,500-mile line from
Appalachia and Midwest coal fields to Flor-
ida, and only 150 to 170 railroad-crossings
stand in the way; a spokesman said. Coal-
stream has letters of intent from nine utili-
ties interested in using the pipeline, and the
venture doesn’t expect any trouble. using

Ohio River water to make slurry from 35

million to 70 million tons of coal a year. And
several concerns have expressed Interest in

. ] .'parttupanng in. the 35 blllion pro]ect. he
cross “their railbeds. So pipeline planners |:sai =

iR s



The boxcar, a piece of Americand as well

as railroad bistory, may be rolling down
the tracks toward oblivion.

“It's a
dinosaur”

By JefT Blyskal

HATE TC USE the word ‘dead,

says Larry Cena, CEOQ of the Santa

Fe Railroad, “but I doubt there
will ever be another boxcar built.”
Rcccssions arc amazing corrective
mechanisms for weeding out the re-
dundant, the inefficient, the weak
links of an economy. The boxcar—
standard equipment as old as railroad-
ing itself—is a case in point. Hurried
on by thec cconomy, this incfficient

o

million per year. Only about 14.5% ot
all rail freight now moves in boxcars,
versus almost twice that in 1970.
Fact is, the boxcar is cconomically
obsolete. Take a 50-ton shipment of
tomato juice bound for New York
from Los Angeles. By boxcar, which
must wend its way through a tume-
consuming tangle of switching yards
coast to coast where the train adds
and drops cars, the trip takes 14 to 16
days. Via piggyback in dedicated ser-
vice—a straight-through run the rail-
roads must make between major

picce of rolling stock is fast approach-

-t o -_'." ;i

Headed for the last roundup?

A switch engine corrals boxears 10 make up a train

ing the end of the line.

The reasons: The boxcar has had a
formidable competitor since the Fif-
tics in piggyback service, in which a
truck trailer is placed on a railroad
flatcar and hauled long distance at
less than half the fuel cost of highway
transit. And, instcad of blowing
wheat and corn into converted 40-foot
boxcars lined with heavy corrugated
paper, railroads turned to 100-ton cov-
ered hopper cars to haul grain. Result:
Between 1970 and 1981 boxcar load-
ings fell 58%, from 7.7 million to 3.2
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citics to be compctitive with truck-
crs—the juice gets to New York in
just five or six days. When you are
watching inventorics, time is moncy.
A truck can probably cqual that time
or do better by breaking specd limits
from Hollywood Boulevard to Broad-
way, but the cost by road is higher.

If the boxcar must go farther than
New York—to, say, New Haven—add
two or three more days of switching
delays. The truck trailer, on the other
hand, can be lifted off the tain in
New York and driven that last hun-

dred miles on the same day.

Boxcars are “archaic in their use ot
labor,” says David Anderson, a trans-
portationecconomistat Data Resources
lnc. Explamns Santa Fe's Cena: “You
nced only one Teamster to pick up a
piggyback trailer, whereas sOMetimes
it will take 20 Teamsters to unioad
that boxcar in a workday.”

Of course, there are also too many
boxcars around for other reasons. In
the late Seventies government incen-
tives to meet a shortage caused inves-
tors to buy into them by the thou-
sands as tax shelters, “With some-
thing like 80,000 boxcars in storage
all over,” says John Burditt, chairman
of railcar maker ACF Industries, “'the
forecast for new boxcars between now
and 1985 is about zero.”’

Beyond that point! “With deregula-
tion of trucking and railroads, there
arc now a lot of opportunitics to
change mode,” says DRI transporta-
rion cconomist Jim Hendrix. Piggy-
back “stretches. the railroad’s ability
to compete beyond its rails.”

#The boxcar is obsolete becausc
railroads can’t get enough business
into them to make them profitable,”
says John Fishwick, retired chairman
of the Norfolk & Western. Mean-
while, railroads and railcar manulac-
turcrs are working on more cost-
stingy intermodal designs—cvery-
thing from North Amecrican Car’s
RoadRailer, a regular truck trailer
with fold-down railroad wheels, to
Santa Fc's computer-designed con-
tainers that ncatly stack two high—no
wasted spacc—on a 125-ton flatcar.

It makes no scnse to carry the trail-

er's tires, brakes and kingpin,” says
Cena. Santa Fe’s 45-foot fiberglass and
aluminum containers will carry gen-
eral merchandise, and, to climinate
cmpty back-hauls, also carry bulk
commodities like coal and grain.

To be sure, not everyone agrees the
boxcar is headed the way of the steam
engine. “‘It’s prematurc o talk of ex-
tinction,” says Alan Miiler of Lamson
& Scssions, a diversified manufactur-
cr that got into the railcar business 1n
1979, just before the bottom fell out of
the market. “More likely, the 50-foot
boxcar with wider doors, smooth-skin
interior and cushioncd chassis will
become popular.”

Considering its 30-year life span,
the boxcar will not disappear over-
night, says Dan Croes of the Ameri-
can Association of Railroads. /A 30-
year phase-out is more likely.” One
industry analyst is less optimistic:
«Qver the next ten years, you're going
ta see a lot of boxcars scrapped. The
boxcar is a dinosaur.”
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Truck firms face hard road

By Sheila Tefft

THE HARD-HIT trucking industry is
expected to suffer from low volume,
excess capacity, beavy rate discounting
and high interest rates for at least an-.
other year, a top business economist
predicted in Chicago Monday.

However, hard times could hold some
bright _spats for . frucking firms, Wall
Street economic consultant A. Gary Shil-
ling said in an interview after addres-
sing the annual meeting of the Chicago-
based National Truck Leasing System.
The system has about 130 member com-
panies.

Shilling, president of A Gary ‘Siilling
& Co., estimated that excess capacity in
the motor carrier industry is about 40
tip;\rcent, prompting widespread rate-cut-

g. :

Journal of Commerce

ICC Rules
On Status
Of Rail Act

By DAVID M. CAWTHORNE
Journal of Commerce Statf

WASHINGTON — Portions of the
Staggers Rail Act of 1980 outlining
how the interstate Commerce Coma-
mission’s regulatory role over.the
railroad industry will change after
1934 will be considered on a case-by-
case basis, according to an 1CC

ruling. w0 8 g )
At issue are portions of the law
requiring the commission to consider
several factors — such as the amount

of a traffic that fails to contribute toa

carrier’s going concern value or
contributes to its fixed costs. — 1n

determining whether a rail rate is too

high. .
Railroads’ efforts to minimize
such traffic and methods of raising
- rates also will have to be considered.
“ But the commission must look into
these issues only if cost evidence
submitted by Shippers indicates that
the rate hike will result in revenues
being 20 percent above variable costs
or higher. :

September 14, 1982

While trucking firms are going
through a shakeout period, deep rate

discounts have made truck transporta-

tion more competitive. And. that ha;
enabled the industry to post gains over
other transportation modes, such as rail~
roads, and will mean increased
for surviving trucking companies and
truck leasing firms, the economist main-
tained. :

FOR EXAMPLE, Shilling explained
that, instead of making large shipments
by rail, some automakers have switched
to smaller, more frequent truck ship-
ments to hold down inventories.

“There are some positive things to

say. First, there wiil be a backlog of

business -

|4

negd'ed‘ replacements. in. equipmeﬁt.” :
Shilling - said, pointing out that many '

firms have delayed new equipment pur- -

chases because of the weak economy.

“Secondly, with deregulation, lower B
truck rates do increase the amount of

_ goods moved by big trucks,” he contin-

ued. “There also is some evidence that
high interest rates likely will continue to
hold down inventories to-lower costs, -
with-trucks used to replace the rails.”
The economist said he doesn’t expect
further large and rapid increases in
interest rates. Expecting the prime rate
to hit a plateau of about 12 percent by
the end of 1983, the econamist said the
industry’s recovery will be long and

Toiir
SO .

1

- traffic
‘one commeodity is bearing an unrea-
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.+ For the first time, the agency also

' .is: required to look at a carrier’'s.”
mix and determine whether”

sonable share of its revenues.

. s
Coal and other interests asked the -

ICC to launch a proceeding aimed at
getting the revenue-to-variable-cost:
data for individual carriers. s

That would be used to determine
whether rates on some commodities
are subsidizing traffic that otherwise

would move by more efficient modes -
and how rates should be changed to

ensure adequate revenues. Sy
The raiiroads asserted it would be

easier for the ICC to determine these .
. ‘issues on a case-by-case basis.

“This also would mean shippers
. " have “the burden of producing evi-

‘dence.aimed at supporting allegations

 in efficient management. - ¥

+1** iThe commission rejected the ship-
- pers. plea; on a: variety of reasons,

it including‘it:is not required by the law
“and policy. oc 0 o

. - It also is impractical,
- added. :

the égency

- ". The commissibn agreed that rail-
¢ roads:should not be permitted to pass

. on avoidable revenue losses to captive

shippers 'but' said the new rail law
gave-carriers more discretion to
manage themselves’

-~ +A proposal: requring annual car-
- rier-by carrier, commodity-by-com-

modity studies flies in: the face of the
law, the -agency said.



