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CHICAGO ROCK ISLAND AND PACIFIC RAILROAD COMPANY/332 5. MICHIGAN AVE /CHICAGO, IL 60804/WILLIAM M. GIBBONS, TRUSTEE

February 8, 1982

Gene Wiens

Data Systems Dept.
Soo Line Railroad Co.
Soo Line Building

Box 530

Minneapolis, Mn. 55440

Dear Gene:

Enclosed is tape volume 008222 with Rock Island Revenue for the year 1978 and a tape
format. The tape format shows 2 sets of counters for each of cars, trailers, CWT,
freight advances, prepaid and revenue.

The first counter is for the 4th quarter and the second counter for year to date
through December (i.e. full year). Traffie included is as discussed with you on the
telephone. All traffic where either first or last point on Roeck Island was north or west
of Kansas City including Kansas City itself.

If you have any difficulties interpreting other fields, please give me a call and 1 will
attempt to explain them.

Sincerely,
W W&d*f’t /

H. R. Ifgemansen

ce: V., C. Bohne
C. R. Sheets
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I. ANALYSIS PROCEDURE
A. Identify or project
L. Carloads by location and direction

a. Soo elective at Minneapolis (new or old
traffic)

Possible Chicago diversions

New potential, market share in Potash and
other

0ld Rock Island

i Retained against new systems and
abandonments

ii. Potential overhead with new
configuration

Possible obsolete traffic sources

1. Packing and rendering plants closed?

ii. .. Tite ,and appliance manufacturing valid?

iii, Cement in Mason City?
iv. Foundries and agricultural equipment?
V. Crushed limestone off branch?
Tons and ton-miles
Train miles
Car miles and days by ownership (and type?)
Define operation for three senerios
a. Mainline
B Include Iowa Falls branches
C Include Des Moines branches
Revenue for each senerio
8 Actual current rates vs 1978 escalated:

b. Assumed divisions on shortened movements.




B. Determine Operating Contribution for each Senerio
. Revenue less

2. Expenses based on Soo operation of similar
segments

a. T&E on straight mileage and three districts
3 Other train operating costs

1L Include locomotive and caboose

N Include 12¢ per gallons fuel tax
ﬂoaﬂ?czﬁc} @ gt

'ULLA e, Car costs
,t;;,gpo\ 1 Rail owned at car hire rates

ii. Privates on loaded mileage
d. Administrative overhead

e. Normal maintenance (not Normalized if
different)

Assume existing rehabilitation allowances are
cleared in acquistion

4, Assume incremental tax rate of 50 percent

Derive Justifiable Segment Costs by Discounting the
Net Cash Flows at 15 Percent

Determine a Transaction Structure that will Equate to
Justifiable Cost, when after Tax Cash Flows are
Discounted at the same 15 Percent Rate

1. Equity position with financing

a. Assume a purchase price

b, Assume a re-hab cost apﬁroPriate to
operational maintenance judgments.

e, Assume an interest rate and payment schedule.

Single rental payment for re-habed line similar
to Iowa proposal method.

Various mixes of segments and structures




II. STRATEGY CONSIDERATIONS:

A, Line and Re-hab Cost are Less to Profit Entities

1

L

Our ability to use tax benefits from equity
position

Tax shelter investors for equity

Possibile Additional Income from Trackage Rights

1339A/D0063A

Parts of lines and connections needed to
facilitate

Density levels to determine degree of re-hab

Control for Owner or Operator

Separate entities or obligations for segments

Iowa takes permanent equity interest.
Establish relationships
a. Assurance of joint rate availability
b. Interchange efficiencies

Equity participation

Car supply




T, R s o

STRATEGY CONSIDERATIONS:
A. Main Line
Iowa Falls Braﬁches
Des Moines Branches
Trackage Rights Possibilities
Parts of lines and connections to include
Density levels to determine degree of re-hab

Control for Owner or Operator

Separate entities or obligations for segments

Iowa purchase the land as permanent equity
interest.

Establish relationship at KC for operations/equity

Investor equity or Railroad

II. ELEMENTS OF ANALYSIS FOR EACH STRATEGY
A. Acquisition Costs--Negotiated

4 Comparable sales

2 Engineering review

i 9 Economic justification from captive traffic

Rehabilitation Costs and Timing

‘l. Appropriate target levels by segment

2 Analyses made by others (KCN, Iowa DOT, FRA)
Soo on property

Relationship to state's interest in normalized
maintenance

Capital commitment (vs. rental) for work equipment




Contribution from Operation:

1 Revenues:

8, Tralkfic

b. Trackage rights
¢. Industry rental, if any

Expenses:

a. Train operations including locomotive and
caboose

Car costs

i. Rail owned--incremental capital and
interest

11« “Pool cars

Re-hab allowances

Duerkouﬂ\

1339A/D0063A ;
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GENERAL GUIDELINES AND ASSUMPTIONS
ROCK ISLAND STUDY
In connection with business originating or terminating on the
Rock Island main line Twin Cities-Kansas City we assume that Soo
will show as much strength as RI except for changed conditions

since 1978 study period. Changed conditions include:

1. Abandonment of other parts of Rock Island or operation
of parts by C&NW and other carriers.

Abandonment of large sections of Milwaukee Road.
Acquisition of Frisco by BN.

Purchase of Tucamcari - St. Louis line by SP.
Proposed acquisition of Milwaukee Road by GTW.

6. Proposed acquisition of MNS by Soo.

Guidelines will have to consider these changed conditions to
properly analyze the 1978 traffic flow and the liklihood of
Soo-RI participation in similar traffic.

In parts I and IT of the study covering movement to and from
RI main line points, RI 1978 revenue should be used to represent
revenue after acquisition. Where a different gateway is used
revenue from a similar move via the new gateway should be sub-
stituted.

We will assume that operation of the new line will be via
Northfield and the stations between Northfield and the Twin Cities
should not be considered as revenue sources., These stations
are Newport, Inver Grove, Rosemount, Farmington, Castle
Rock, To the extent it appears in our study St. Paul Park which
was a station serving the Ashland Oil Refinery now served by the
Milwaukee Road should not be counted as a revenue source.

2/23/82
JTH/vvs




TRAFFIC POTZITIAL GUIDELLES
ROCK ISL:iiw0 STUDY

N

Kansas
OrR16i1NATING o~ Rock Is1AnD |uoines | city
TOo RoeK [SLAND DESTI/INVAT/ONS
l. ON MAaINv LINE
2. R.I. Stations Soythn oa EAsT on Kansas (itr

A
A. SERVED BY MAJOR CamRIER A
B Losas %

A

(&)
)

3, NortH or Kansas Cirvy

A. No Sine(€ LINE CortETITIVE ROVTE

B. Lot.AL.

C. SeRvEs BY SINGLE LINE ComPETITIVE ROUTE

To CONNECTIONS

li Kansas City A LinvEs

Z. Cuicaco oa Peoria
A . Teoa via yeuTrAL LinES ALSo SERVInG KC
B. No singLe LingE compeTITIVE ROUTE
C.SERVED BY SINGLE LINE COMPETITIVE ROUTE

3. Memedis or ST, Louis
A.Te or via NEuTrRAL K.C. LinEs

B, No $1NGLE LINE ComPETITIVE ROUTE

C. ServeD By SINGLE LINE COMPETITIVE ReUTE

4. Coumerr Beurrs or _Omana

5. Twinw Cities an Noatnriery CMNS)
A.To Asanpones sTATIONS (1€ MiLWwAvKEE WEST)
B, 7o CN oa DWP
C. Otner

L_é. VAR!N‘JJ

A. To Foar Weatn + DEnNvVER

B.To SP orn S5W

C. To oa via Sos (Covered Puase IIL +TV)

KEY

A= Soo wite yampLE




TRAFFIC POTZNTIAL GUIDELILES
ROCK ISL:i.u STIDY

M

' Des Kansas
KECE/VED oN /eocx /ILAMD 3y City

FROM ROCK [SLAND ORIGINS

. On MpaiN LINE
Z.Sovrw o8 EAST oF Kansas Crrr ik
A.Seaven oy Nevrtar K.C. CARRIER ~ bompEri7ive ATE,

B. Locac
€. SErRvED BY SINGLE L1NE COMPETITIVE ROUTE

3. Matn o Karnsas Ciry
A.Arse s5€aveo By NEVTRAL CONNECTING LINE
CARRIER < M0 SINGLE LINE COMPETITIVE ROUTE

8, Locar
C.ScrvEd ouLy 8Y COMPETING CARRIER OR

THERE 18 NO SINGLE LINE CompPETITIVE ROUTE

| -

FROM CownNnEcTION S,
l. On Kawsas City

A. Ace vinves Excerr FRrRisco
B On KO LinEs FRoM FRisCo

I.ONT;IM‘AFMQ 'PE-DRM .

A. FROM MEVTRAL einEs SERVING K.C.
B, Na 3inELE LINE COMPETITIVE ROUTE
C. SINGLE LINE COMPETITIVE ROVTE

3. On Memriis eR S1. Lowrs

A. FRom or via neEvTrAae K. C LinESs

B. No siNGLE LINE ComMPETITIVE RoviE
C. SingLE LInE comPeETITIVE RoytE

4. On Councic Broprs oR OMAHA

S. ON Twiw Ciries ano Noatiriero (MNS)
A.FRoM ABANDONED 3TATIONS ("F-'Muwwku wesT)
B. Frem o4 1A CN or DWP
C.O01ner

é. Various

|_A. From Fo + Dewver
B. Frem. SP or 55|J
C. FrRom or via Soo (Coveres Puase T + T )

KEy.

A>™ Svo witL HANDLE

i O ™Soo wite Nor HANDLE




CONFIDENTIAL

February 16,

M. Cavanaugh

RI Project--Iowa Department of Transportation
/

In order to keep this project moving, we should arrange to meet

with the Iowa DOT as soon as possible to start costing a proposed
operation.

Our objective is to produce a net income statement and then

see what our capital commitment could be if we set a 15 percent
earnings objective for this acquisition.

I want to stress that this project be kept in the Executive
Department and that conversations concerning our study be kept
to a minimum. This is strictly a feasibility study, with no
commitments made until firmer numbers can be obtained.

Would you both prepare an outline so we could finalize our strotegy.

We should meet March 2, 1982, at 2 p.m., in my office to review
your work.

DMC/ jmz

cC:  R.=HLI"Smidh







. 6Um SOUTHBOUND

REPORT 3 - From 1978 REVTRANS File
I. Delivered To Rock Island
A. Soo Origins

1. RI delivery on Kansas City Mainline 173
2. RI delivery to connections at Kansas City [qg
wa 1IN Fok nemw3. A]] Other

H09

A

B. Received From CP

wirwi 7t ww].  RI delivery on Kansas City Mainline - 557
warov e 0w 2. RI delivery to connections at Kansas City 29)7
warme ¢ oo 3. A1l Other BN

C. Received From CHN

1. RI delivery on Kansas City Mainline /109
cemé 2, RI delivery to ccnnections at Kansas City /u/55

3. “Al11 Other 34@2‘

Received From Other Connections

1. RI delivery on Kansas City Mainline =
2. RI delivery to connections at Kansas City /%
3. A1l Other g /100

II. Delivered to Mainline Points By Roads Other Than RI

swewef,  From SO0 Origins IOTa.
<wr toeB. Received From CP 2
- C. Received From CN : IZ';ZE;
D. A1l Other 133

I1I. Other Cars Destinaed To Designated States

A. From S00 Origins 19, 77/
B. Received From CP 23 L2724
£,
D

Received fFrom CN ; ’
A1l Other 4 146

9‘92—9./ & =
B R LR
Sort Sequence: Same as Report 1 767//? 1S &b QL2

Detail Required: Same as Report 1
| ]




NORTHROUND
S00  TOTh

- i 2\
PAGES REPORT 4 - From 1978 REVTRANS Files ' REV. REV.

1. Received From Rock Island

A. SO0 Destination

i~% "{\ RI origination on Kansas City Mainline 1 0l9 | .2 . o
10-38 2.) RI receipts from connections at Kansas City. ;770! .49 = 3.(

39_57  . All Other \ ‘IQOCo' i AT
B. Delivered to CP

38-S9 [ 21/ RI origination on Kansas City Mainline : b; .04 . .1
’00“74 . RI receipts from connections at Kansas C}ty'833f ‘_{9 2.44

75~ %3 3. A-H Other 1821 | us L
C. Delivered to CN ‘

29 1. RI origination on Kansas City Mainline L 141,006 .02¢
909 2. RI receipts from conrections at Kansas City : 72 | 016 .13

99-95 |} 3. A1l Other M4 .09 LGS

D. Delivered to Other Connections |
|

1. RI origination on Kansas City Mainline 27 03] A9
2. RI receipts from connecticns at Kansas City ]75 C}SS 47

.3. A]] Other ‘ 97 . 2 SH’

26
27-10}
12-106

. Originated at Mainline Points by Roads Other Than RI

: i
To SO0 Destinations . 4975 e 41
Delivered to CP : e 081 . 1E

Delivered to CN
Al Ot?:gr ‘ e 125')% 2203 %7

)7-114
S- 11l
17
1S-12] -

i
|
, I1
|
{
l
{
f

ITI. Other Cars Originating in States Designated

2 { Lo T

1355 § bowe A.) To SO0 Destinations J:IS(')'?? .39 2214
i . .) Delivered To CP : | 40 i u,
"ﬂb. nil . Delivered to Ci 31430 2',70 (.] ,l G

12-424 1 _7.D) AN Other 644 4 <.
: H|s9 (4 e

S~ 4972 AN

\-—-, TR

‘ : o
Sort Sequence: Same as Report 2 TOTHLS 0926 1265 5-6 :

Detail Required: Same as Report 1 i




February 12, 1982

File: 2010

J. T. Hartnett

E. N wiens:§;?%2//

RE: ROCK ISLAND STUDY

Below are specifications agreed upon for Rock Island Study
currently in progress.
REPORT 1 - From Rock Island Summary .File

" 1. Kansas City Mainline Originations

A. Beyond Kansas City

B. Beyond Twin Cities

C. Terminating On Mainline
D.

A11 Other

Sort Sequence: Orig State-City, Commodity, Off Junction,
0ff Road, Dest State-City

Detail Required: Above fields, plus weight, total revenue,
RI revenue, RI average revenue
REPORT 2 - From Rock Island Summary File
I. Kansas City Mainline Terminations
A. Beyond Kansas City
B. Beyond Twin Cities
C. Originating On Mainline
D. A1l Other

Sort Sequence: Dest State-City, Commodity, On Junction,
On Road, Orig State-City

Detail Required: Same as Report 1

Reports 1 and 2 exclude all traffic in which the Soo Line
participated. . . . z




REPORT 3 - From 1978 REVTRANS File

1. Delivered To Rock Island

A. Soo Origins
1. RI delivery on Kansas City Mainline
2RI delivery to connections at Kansas City
3. A1l Other
Received From CP
1. RI delivery on Kansas City Mainline
2. RI delivery to connections at Kansas City
3. A1l Other
Received From CN
1. RI delivery on Kansas City Mainline
2. RI delivery to connections at Kansas City
3. A1l Other
Received From Other Connections
1. RI delivery on Kansas City Mainline
2. RI delivery to connections at Kansas City
3. A1l Other

I1. Delivered to Mainline Points By Roads Other Than RI

A. Frem S00 Origins

B. Received From CP

C. Received From CN

D. A1l Other

IiI. Other Cars Destined To Designated States

A. From SO0 Origins

B. Received From CP

C. Received From CN

D. A1l Other

Sort Sequence: Same as Report 1

Detail Required: Same as Report 1




REPORT 4 - From 1978 REVTRANS Files
1. Received From Rock Island
A. SO0 Destination

1. RI origination on Kansas City Mainline
2. RI receipts from connections at Kansas City
3. Al11 Other

Delivered to: CP

1. RI origination on Kansas City Mainline
2. RI receipts from connections at Kansas City
3. A1l Other

Delivered to CN

1. RI origination on Kansas City Mainline
2. RI receipts from connections at Kansas City
3. A1l Other

Delivered to Other Connections

1. RI origination on Kansas City Mainline
2. RI receipts from connections at Kansas City
3. Al11 Other

II. Originated at Mainline Points by Roads Other Than RI

A. To SO0 Destinations
B. Delivered to CP

C. Delivered to CN

D. A1l Other

IIT. Other Cars Originating in States Designated

To SO0 Destinations
Delivered To CP
Delivered to CN

A1l Other

Sort Sequence: Same as Report 2

Detail Required: Same as Report 1




We will need a list of mainline stations showing both FSAC
station code and alpha spelling.

Due to the urgency attached to this request, work on most other
Traffic projects will have to be suspended until this request is
completed.

ENW/bjp

cc: . H. Smith
. Walen
. McNamee
. Bosacker
. Voigt




February 5, 1982

Messrs. C. H. Clay
Cavanaugh
Hartnett
Ness
Darling

P

IoWa-Department of Transportation

Please attend a meeting with representatives
of the Iowa Department of Transportation on Friday,
February 12, 1982, at 2:00 p.m., in the third floor
conference room.

A copy of a letter dated January 27, 1982,
from Warren B. Dunham, director, Iowa D.0.T., is en-
closed which briefly describes the objectives of the
meeting.

Encl.
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DIRECTOR'S QFFICE
800 Lincoln Way, Ames, Iowa 50010
515/239-1111

rer.no. 930

January 27, 1982

Mr. Thomas M. Beckley
President

Soo Line Railroad Company
Box I-30

Minneapolis, MN 55400

Dear Mr. Beckley:

The Iowa Department of Transportation, and the State of Iowa, is vitally
concerned about the future of railroads in the midwest and the nation.

Iowa believes that the most efficient, least-cost alternative for preserving
high-level rail service is through the private sector. The railroad
programs Iowa has pioneered and developed in recent years reflects that
philosophy. 1Iowa is a state that is heavily dependent upon good, efficient
rail service to satisfy the tremendous demands of our evenly balanced .
agricultural and industrial economy.

We have been active during the past several years developing plans and

programs to address our long-term rail system needs. Several of our innovative
programs have received national recognition as models and have been implemented
or under serious consideration in other states (i.e., a branchline financial
assistance program, low cost revenue bonding to finance railroad acquisitions
and rehabilitation, grade crossing safety assistance program, and the high-
rail track geometry car). Because Iowa is geographically located in the

center of the midwestern rail industry restructuring problem and is a major
agricultural exporting state, we have much at stake and are working toward

our goal of developing a permanent solution to Iowa's needs.

Plans and decisions being made today are critical as they will determine the
shape of our midwestern rail network for many years in the future. The states
of Iowa, Minnesota, Missouri are in agreement on the need to preserve the

Rock Island main line from the Twin Cities to Kansas City because it serves

as a funnel for grain moving from the upper midwest states to Kansas City,

and to the Texas and Louisianna Gulf ports. Many branch and feeder lines
carrying heavy agricultural tonnages feed into the funnel for export markets.
Another Iowa goal is to assure the shipping public that we continue to have
good main 1ine service connecting Iowa to major gateways to the north and
south, and to the east and west.

COMMISSIONERS

BARBARA DUNN C. ROGER FAIR DARREL RENSINK ROBERT R. RIGLER BRUCE H. VAN DRUFF DEL VAN HORN DENNIS W, VOY
Des Moines Davenport Sioux Center New Hampton Red Oak Jefferson Maquoketa




Thomas M. Beckley
Jahuary 27, 1982
Page 2

We see some excellent opportunities for northern carriers, such as the Soo
Line, to become a part of the midwest solution and to become a part of the
needed north-south rail system which would connect north central U.S. markets
to the Texas/Louisianna ports via Kansas City. Our analysis of commodity
movements flowing from the north to the south and commodity movements from
the south to the north indicates an excellent opportunity.

Our Governor and General Assembly are working closely with the Iowa Department
of Transportation in an effort to rationalize a permanent solution. In August
of 1981, during a special session of the Legislature, the General Assembly
passed a rail bonding bill which provides a low-cost financing mechanism for
railroads and other interested parties who wish to provide service to Iowa and
its neighboring states. This legislation provides some innovative ways to
raise needed capital including through limited partnerships involving the Iowa
Railway Finance Authority Board and the private sector. Up to $200 million in
revenue bonds can be issued for rail facility acquisition and rehabilitation
financing.

We are very much interested in meeting with you and Charles Clay, Executive
Vice President, to explain in more detail our goals, plans, and programs.

We feel that this type of exploratory meeting may be of value and interest

to your Company as it relates to your Company's overall plans and goals. The
Planning and Research and Railroad Division Directors of the Iowa Department
of Transportation plan to be in the Twin Cities during the second week of
February. I would request they have the opportunity to meet with you on
February 10 or 12, 1982 for approximately one hour to discuss these matters.
We would appreciate hearing from you in the near future regarding your interest
in such an exploratory meeting. My staff will be contacting your office in
the near future to schedule a time and to make arrangements to meet at your
Minneapolis office.

w

Sincerely,

jibea .

N

Warren B. Dunham
Director

WBD: ks

cc: Charles H. Clay, Executive Vice President, Soo Line
Ian MacGillivray, Planning and Research, Iowa DOT
Les Holland, Railroad Division, Iowa DOT




Soo Line Railroad Company fry— Soo Line Building
‘ y 4 Box 530

Minneapolis, Minnesota 55440
(612) 332-1261

JAMES T. HARTNETT
Assistant Vice President Traffic

January 20, 1982

Iowa State University
Center for Agriculture and Rural Development
Ames, Iowa 50011

Gentlemen:

Will you please send me a copy of the following publication for the most
recent period available: Volume of Grain and Fertilizer Requiring

Transportation (card report 84).

Thank you for your help.

Sincerely,

.; : \ \ ;

o \

Jai : i .,,',': i wd
My ) 'rk 1 l’l\\ ,/L

James T. Hartnett

JTH/dlw




Box 530
Minneapolis, Minnesota 55440
(612) 332-1261

Soo Line Railroad Company o ey Soo Line Building

JAMES T. HARTNETT
Assistant Vice President Traffic

January 20, 1982

Iowa Development Commission
250 Jewett Building
Des Moines, Jowa 50309

Gentlemen:

I understand that you have available publications entitled Statistical Profile
of Iowa and Directory of Iowa Manufacturers.

I would very much appreciate receiving a copy of these publications for
the most recent period available.

Sincerely,

0y ol
n) I i Ao )\." / x
?\"\\\’-—9 J Ul‘ YN pid

s James T. Hartnett

JTH/dlw




Soo Line Railroad Company : Soo Line Building
f / ' Box 530
(L

Minneapolis, Minnesota 55440
(612) 332-1261

JAMES T. HARTNETT
Assistant Vice President Traffic

January 20, 1982

Iowa Grain and Feed Association
806 Walnut Street
Des Moines, Iowa 50309

Gentlemen:

I understand that you have available for distribution a publication entitled
Jowa Grain and Feed Directory, which is a listing of grain elevators and

capacities.
I would very much appreciate receiving a copy of this publication.

Sincerely,

sy, )

Nzt LS e AR 4
\‘*"")l\.(-- P (Al

N\ James T. Hartnett

JTH/dlw




Soo Line Railroad Company A Y R Soo Line Building
’ Box 530

Minneapolis, Minnesota 55440
(612) 332-1261

JAMES T. HARTNETT
Assistant Vice President Traffic

January 20, 1982

Agri Industries
P.O. Box 4887
Des Moines, Iowa 50306

Gentlemen:

If available, will you please send me a copy of the following: Directory
of Iowa Cooperatives.

Thank you for your help.

Sincerely,

5
/

k:‘ /

‘~f¢." i

Jémes T. Hartnett
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PLANNING AND RESEARCH DIVISION
800 Lincoln Way, Ames, IA 50010
515-239-1383

REF.NO. 766
January 7, 1982

Mr. James T. Hartmett .
Soo Line Railroad

1602 Soo Line Building
Minneapolis, MN 55402

Dear Mr. Hartmett:

Enclosed, find some additional information regarding freight traffic and
industries in Iowa. I would suggest the following as other sources of
information for your market study:

- Iowa Development Commission, 250 Jewett Building, Des Moines,
IA, 50309, Statistical Profile of Iowa, Directory of Iowa
Manufacturers and industrial development information;

Iowa Grain and Feed Association, 806 Walnut Street, Des Moines,
IA, 50309, Iowa Grain and Feed Directory (listing of grain
elevators and capacities);

Agri Industries, P.0. Box 4887, Des Moines, IA, 50306, Directory
of Iowa Cooperatives;

Iowa State University, Center For Agriculture and Rural Development,
Ames, IA, 50011, Volume of Grain and Fertilizer Requiring Transpor-
tation (Card Report 84), and other publications relating to grain
production and marketing.

that your study is progressing well. If I may be of further assistance,
contact me again at 515-239-1383.

Sincerely,

D ) Aurt—

David J. Plazak
Office of Advance Planning




Rock Island Acquisition

Steps taken to date following CNW agreement.

With Iowa DOT:

Advised Soo could support offer of up to $60 million on
basis of own traffic study.

Tentatively agreed that offer to trustee should be
$80-81 million to be successful in light of.C&NW offer
of $76.3 million and ‘top credit authorization of $80
million. '

DOT advised it has expectation of $7.5 million in
property tax payments by Rock Island trustee which
might be applied after "friendly" law suit authorizes.

Further $2 million owed by Rock Island on track improve-
ment loans might be applied.

Approximately $8 million has accumulated from diesel
fuel tax which is tied up in courts,

Final resolution of fuel tax case would give IRFA bonding
authority up to $100 million.

Proposed two tranches of $20-21 million Iowa public
support. .

¢

(1) Include $10-11 million in Des Moines propérty
in bid to be taken out by Des Moines business
group who would be ultimately reinbursed through
IRFA purchase plus sales of parcels not needed
for railroad purposes.

Include $10 million to be funded ultimately
by IRFA either on a loan to Soo repayable
without interest and after 10 years or traffic
related payback.
Fndeavor to have legislature appropriate $10
million in anticipation of funds coming to
LRIFA from various sources.

With -Des Moines group:

Met with shipping and public interests.

Fred Weitz Des Moines Contractor




Tom Urban Pioneer Seed Com. Chairman

Maytag

James W. Hubbell Real Estate developer.

Encourage idea that preservation of East-West corridor
is not consistent with C&NW acquisition.

Desirability of strong railroad serving Iowa in
competition with C&NW.

Manner in which funds might be generated to be made by
Des Moines interests. .

With IRFA:
Filed preliminary application for $21 million.

Hearings on March 8 gave support to Soo proposal and
authorized DOT to negotiate with Soo.

With Trusteép

Advised trustee on February 18 of possible Soo interest
in making further proposal.

Was told contract with C&NW has escape clause if better
offer received.

Approval of contract with C&NW noticed for hearing March 15.

v

i




Steps to be Taken

Advise trustee of strength of Soo offer. Seek postponement
of March 15 date or in alternative appear before court to<&
indicate size of offer and comparison with C&NW agreement. @@)}D

Obtain ICC approval to negotiate without competitive bidding
financing terms.

Negotiate agreement with Iowa DOT for manner inlwhich state

funding will be applied and repaid. @MNWNQAZﬂV&//

Contact Minnesota and Missouri DOT to advise and seek support.

Negotiate with KCS and Milwaukee for terms of entry inL{Zﬁgl/,

Kansas City.
Arrange for transfer of Rock Island trackage right to Sooj%g

File with ICC request for authority to acquire lines. EgLO

Negotiate finanecing with banks including possibly Bank for !

Cooperatives. [/ 1 »
Secure indications of shipper support./(;a"jﬁy5 § A
“
: : B, s A
Contract with Des Moines citizen group. “ iié/

Contact state and federal legislators.”
7
7

File application for financing with IRFA.

File application for federal rehabilitation funds ($15 million)
with FRA.

Clarify role of TIllinois Central in providing service to
Royal Palmer Manson segment.

Prepare purchase agreement following terms of C&NW contract.

£ - ),
;%ﬁqQRFNW‘jﬁg C?}vﬁf}g InJ Jfa jcﬁzj
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PURCHASE FROM ROCK ISLAND TRUSTEE
A. Identify Additional Properties
East Des Moines-West Des Moines
St. Paul-Inver Grove-Newport-Rosemont
Ocheyedan-Allendorf-Sibley
Forest City-Thompson-Buffalo Center
Hayfield Ject.-Woden-Titonka
Rake-Albert Lea
Identify Car Outs
Identify Elevator Properties
Obtain and Review Joint Facility Agreements
Obtain Leases
Obtain Easements

Obtain Title and Deeds

KANSAS CITY TERMINAL

A, Review with KCS

B. Contact SSW
Contact MKT
Contact ATSF

Contact MILW

1 Review KCS-MILw‘agreement, current costs

/9 Negotiate entry into KCS-MILW Joint Agency

FINANCING

A. FRA 4-R Title 5 Preference Share Rehabilitation
Financing




Omaha Central Bank for Cooperative's Loan

Iowa DOT Rail Assistance Program Rehabilitation
Financing

Iowa DOT Rail Assistance Program Prior Funding
owed by Rock Island Trustee

Reduce purchase price to Rock Island Trustee
2 Soo assume debt

3 Consider as Iowa DOT grant prior to repayment
Iowa Rail Finance Authortity Contribution in the
Form of Past Due Ad Valorem Taxes Reducing Price
to Rock Island Trustee

L. B. Foster

Evans

North American

Chicago Corporation

ROLLING STOCK
A. Locomotives. Three per year starting in year one.
B. Cabooses. None additional.
C. Freight Cars
3 Survey main line elevators
2% Survey other major shippers
a. A. E. Statey, Des Moines
b. Ralston Purina, Iowa Falls

Cargill, Clarion, Emmetsburg,
Armstrong, Swea City, Rowan

Continental, Northwood
e. Central Soya, Belmond
g, Golf Coast Grain, Hartley
Finalize proposed agreement

Propose agrement to Agri Industries

e




5 Propose agreement to Cooperatives
6. Propose agreement to other major shippers

s Renegotiate leases as necessary

TRANSPORTATION
A. Review Operating Plan
B. Transportation
Staffing, including T&E
Facilities
Vehicles
Supplies
IDP Equipment
Dispatching
18 CTC

Zs Operator coverage

ENGINEERING
A. Track, B&B, Signal and Communications
Staffing
Facilities
Vehicles
Tools and Supplies
Inventory
Public Telephones
Dispatchers Telephones
Radio Coverage

CTC Control Board Relocation

IDP Circuits

Construction at Avon

.




MECHANICAL

A, Locomotives

Staffing

P A Facilities
Vehicles
Tools and Supplies

Inventory

Staffing
Facilities .
Vehicles
Tools and Supplies
Sis Inventory
6. IDP Equipment
General Service

Wrecker

ACCOUNTING
A. Revenue Accounting Staffing

Disbursements Accounting Staffing

MANAGEMENT INFORMATION SYSTEMS
A. Staffing
B. Program Maintenance
| [ Freight car reporting system

2. Car distribution/home route

LABOR RELATIONS

A. Project Work Force




Review Rock Island Transition and Employee
Assistance Act

Get Current Rosters from Railroad Retirement Board
Review Miami Accord of March 1980
Contact Soo and RI Craft Representatives

1. Outline staffing

2. Get master list of eligible employees

3. Reach any necessary agreements




aks '“/(C /eovtfe

STRATEGY CONSIDERATIONS:
A. Main Line
B. Iowa Falls Braﬁches
Des Moines Branches
Trackage Rights Possibilities
Parts of lines and connections to include
Density levels to determine degree of re-hab
Control for Owner or Operator
Separate entities or obligations for segments

Iowa purchase the land as permanent equity
interest.

Establish relationship at KC for operations/equity

Investor equity or Railroad

I1. ELEMENTS OF ANALYSIS FOR EACH STRATEGY
A. Acquisition Costs--Negotiated
L. Comparable sales
24 Engineering review

3. Economic justification from captive traffic

Rehabilitation Costs and Timing

4 Appropriate target levels by segment
2. Analyses made by others (KCN, Iowa DOT, FRA)
Soo on property

Relationship to state's interest in normalized {
maintenance

Capital commitment (vs. rental) for work equipment/




Contribution from Operation:
1. Revenues:
a, Traffic

b. Trackage rights X

c. Industry rental, if any¥ s’?//
Expenses:

a. Train operations including locomotive and
caboose

Car ‘¢costs

i. Rail owned--incremental capital and
interest

1i. Pool cars /

Re-hab allowances

Overhe 4;( s

1339A/D0063A




HAT

/,) 257
Al -3 o8







May 1-3, 1973

MEMORANDUM

Survey of Railroad Operations at Kansas City

This memorandum represents my viewpoints of the various
operations in the Kansas City area as a result of a review of
these operations by myself and Owen Hartwell, our Kansas City
Traffic Representative.

Kansas City is served by twelve railroads and the switching
line the Kansas City Terminal Railway. The metropolitan area is one
of the largest concentration of railroad tracks and yards that I have
seen, other than at Chicago. There are a considerable number of
large terminal grain elevators throughout the area. There are
numerous large industries and many smaller industries. Mr. Hartwell
feels that at this point the Santa Fe is the friendliest road to the
Soo Line and favors the Soo with their Kansas City traffic at Chicago
as neither road can short haul the other with this arrangment. The
city seems to be divided as far as rail service by the larger rail-
roads which serve and tend to control industries that lie within
their particular yard areas or areas of influence. The Missouri
River flows through Kansas City generally from the West to the East.
On the north side of the river is a community known as North Kansas
City and this is pretty well dominated by the Burlington Northern

and the Union Pacific. The Burlington has a large retarder yard and

@ services several very large terminal elevators. The Burlington
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Northern also serves a number of large industries in this area

with little or no interference from other railroads. The Union
Pacific has several yards in what is known as the Fairfax Industrial
Area. This area has the highest concentration of industry. The local
G.M. assembly plant i$ located here. The Burlington Northern has
recently completed a rehabilitation of their North Kansas City yard
and the yard is in excellent condition with a good TOFC facility.

The Burlington Northern enters North Kansas City from the northeast
on the Norfolk & Western. The BN has trackage rights over the Norfolk &
Western from Kansas City to a small community called Maxwell. From
Maxwell they use the old CB&Q line through Galesburg, Quincy and then

on to Chicago. The Missouri-Pacific has strong influence and serves

'most industries on the east side of Kansas City. The Missouri-Pacific

has some very large yards including two modern retarder yards. The
Santa Fe is influential on the west side of the city and in particular
around the very large Argentine retarder vard. <“fre=mitiwaukee—arrd—tire
roTk—Tsiamrd-botir-erter—Kanrsas—ttrty—from—tire-rrortireers¢. The Milwaukee
and the Rock Island both enter Kansas City from the northeast. The
Milwaukee and Rock Island enter in on a double main which is a joint
track from a little community called Palo; the joint track ends at
what is known as Airline Junction. The Milwaukee enters into a joint
Kansas City Southern and Milwaukee Yard known as the East Yard. All
operations in Kansas City are joint operations with the Kansas City
Southern and the Milwaukee. Rosters are merged.

The following represents comments made by employees of the
various railroads. The order of the comments are in same seguence

as when interviews were held with these employees.




We discussed the Chicago and Northwestern operations with
their agent, Mr. Ricketts. He stated that they did some interchange
with the Milwaukee Road through the services of the Kansas City
Southern and that was about all except for a little interchange with
the MKT Railroad. He stated that the Milwaukee and the KCS are planning

to build a new terminal tower and office building in their joint yard

operations which are located just under the Manché%er viaduct, also

known as the Knoche Yard. The C&NW has one small yard in Kansas City
and that is the old CGW Yard. They have practically no industry and
serve one terminal elevator. He stated that their interchange with the
Katy has been very difficult because Katy has no power and if the C&NW
wants to interchange cars they have to run over with their own engines
to get the work done.

Our next discussion was with the Milwaukee Agent, Mr. Kramer.

He stated that they run three trains a day, each direction from Kansas
City and to Savannah, with one train going to Chicago, one to Milwaukee
and one to Minneapolis. He stated that the Kansas City Southern does
ten times more business in Kansas City than the Milwaukee. He stated
that the BN does not get into their side of the river but has control
of the business on the north side of the river.

We made a trip to a small community called Liberty, which is
located about 20 miles north of Kansas City, for the purpose of looking
at the main line of the Milwaukee coming into KC. In front of the
Liberty Depot, I took several photographs looking at the double main

used jointly by the Milwaukee and the Rock Island.




The speed limit through here is 40MPH and the local agent

stated that the Milwaukee runs three trains a day through here in

each direction. He stated that the Rock Island runs about 12 to

14 trains per day doing much more business than the Milwaukee. He
stated that all trains are heavily loaded with a minimum of 100 cars
per train and averaging somewhere between 110 to 120 cars per train.
Both main lines are 132 pound rail, the ties are generally poor with
much pumping action visible, very poor ballast and poor surface.

We observed the Milwaukee train coming through the area and the
joints were in very poor surface and it did not look like a 40MPH
railroad. The agent stated that all of the tracks throughout this
area were in very poor condition with many of the section crews cut
down to the bone; he himself has not had many derailments in his
area, but north of this territory it was his understanding that there
were a considerable number of derailments.

We discussed the Kansas City Southern operation with their
general superintendent, Mr. Burge. This man wasn't too talkative,
he seemed to be ailing, but he did furnish us with a small map showing
the layout of the KCS yards and capacities of the various yards and
tracks in the industrial area.

We then proceeded to the Knoche Yards and took a series of
photographs from the top of Manchester viaduct. This is the area where
the Milwaukee and the KCS contemplate building their new office facility.
The Milwaukee has a ramp facility here, it is not very large and it is

a fixed ramp in poor condition. The KCS has a separate ramp facility
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adjacent to the Milwaukee which is in little better condition. Each
holding roughly 10 to 12 cars. The Milwaukee Superintendent was

away on vacation and it is our understanding that he is getting ready
to retire so we discussed the operations with the chief clerk. This
man stated that the Milwaukee has very little industry in Kansas City
and most of the business through the joint operations is with the KCS
industry sites. They recently constructed a direct interchange with

the Missouri Pacific at this point. This interchange track is not

: . P . :
shown on the Kansas City termlnal’mba. This man said that the

Milwaukee and KCS yards are in very bad condition and thought that they
did not intend to do any work on yard facilities until the merger situa-
tion was finalized. This man stated that the Burlington Northern had
recently completed rehabilitating all of their yard and track areas
in the Kansas City area.

We did take a series of photographs at the Burlington Northern
retarder yard.

Discussions were held with Bill Apple, Superintendent of the
Kansas City Terminal. Mr. Apple stated that the KC Terminal Railroad
is owned by 12 owner line§ It is primarily an industry switching
operation serving 220 industries in the Kansas City area. The rail-
road is separated into fourteen zones, all costs are allocated on a
users basis in each zone. Mr Apple stated that the MOPAC does the
most business with the Kansas City Terminal and that the Burlington
Northern is the second largest contributor of business to the KC
Terminal Railroad. He thought that the largest yard operations were

in the following order: 1) the Argentine Yard , owned by the Santa Fe;
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2) the Burlington Northern Yards; 3) the Missouri Pacific Yards.

He stated that in recent weeks the entire Kansas City Terminal has

been plugged with much difficulty and great delays in getting cars

in and out of the Kansas City area. This was due to good business,

grain and river floods.
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STRUCTURE OQUTLINE
UNION PACIFIC RAILROAD - KANSAS RIVER BRIDGE
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UNION PACIFIC RAILROAD
KANSAS RIVER BRIDGE
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December 8, 1981

TO: T. M. Beckle

FROM: B, D, O)i

RE: Comparable”“Railroad Sales

I attach a listing I have put together of comparable
sales of railroads or portions of railroads which we have
extracted from various Commission and court orders and
Traffic World articles, Accuracy of the Traffic World reports
is somewhat open to question. Most of these sales have
occurred within the past two years. Principal exceptions
are Itel's purchase of the Green Bay & Western and the SP/BN
sale of the Oregon, California & Eastern. In most cases,
these are consummated sales except where indicated, The
Rock Island sales are taken from the Trustee's report and
are the only ones he has stated are concluded or close to
being concluded.

In most cases, it is not possible to determine whether
any equipment was included. I have noted equipment where it
has clearly been mentioned in whatever report or order has
been the reference source,

The only prices that appear out of line from a cost-
per-mile standpoint (aside from those which obviously include
some real estate or yard facilities) are the two Milwaukee
sales to the C&NW in Iowa. I have no idea why the normally
hard-nosed C&NW paid so much.

BDO/sjp
Attachment




. Price
Buyer Location Price Per Mile

UP Washington State $19,000,000 *

State of WI 15.1lines in condemnation $ 14,206
state offer:

5,370,000

Seattle & North Olympic Peninsula 51 4,510,000 88,431
Coast (inc. 2 barges & piers,
3 locos & other equip.)

Unknown Metaline Falls Branch

EL&S Ontonagon-Iron Mtn, MI 2,550,000 21, 794
& debt assumption
appraised value:

3,052,000 26,085

MILW Channing-Republic, MI

MILW Iron Mtn-Pembine 600,000 46,153
option?

MILW Pembine-Green Bay 35400 000 38,888
s - . Ooption

MILW Canton-Chamberlain qo 3,485,000 ISR 4
MILW Chamberlain-Kadoka ; 287 19060 HO: LS
MILW Kadoka-Rapid City 1,500,000 15,306
MILW Aberdeen-Mitchell ‘: 3,792,000 30,000
MILW North Sioux City—Mitchell\: 4,825,000 : 36,888
MILW Trent-Sioux Falls : ' 594,000 25493

oLl
~

Not applicable: includes yard or other real estate.




Seller Buyer Location Mileage Price

MILW State Sioux Falls 5.3 $ 1,030,000
& 72 acres

j 4
MILW State Sioux Falls-Canton ‘&ﬁ 18.7 1,068,000 5 57,112

MILW State Napa-Platte ' 82.9 1,069,000 12,895
MILW State Britton-BN 4,8 100,000 20,833

MILW ICG Cedar Rapids 26 3,200,000 *
154 acres

MILW BN Montana, Idaho & Wash. 383 21,000,000 54,830
MILW C&NW Slayter-Woodward, IA 14 2,067,000 147,642
MILW C&INW Albert City, IA 7 1,059,000 151,285

Beaverville Grn. Hoopeston-Danville, IL \“ S 2,542,000 44,596
GB&W Itel entire railroad 254 & equip. 7,500,000 295927

C&NW Oneida Transit Gagen-Eagle River, WI 21 7 506,600 24,123
Comm. . ~ (pending)

Conrail D&H Binghamton, NY-Scranton,PA 60 2,300,000 38,333

SP/BN Weyverhauser OC&E (Oregon) 66 & equip. 2,380,000 36,060
(1974)

Roek Isl. SP/SSW : Tucumcari line 965 57,000,000 59,067
Rock Isl. MoPac Hot Springs, AR 40 2,200,000 40,740

Rock Isl. Fordyce & Fordyce-Crossett, AR 2,600,000 : 48,148
Princeton

* Not applicable: includes yard or other real estate.




Buzer
CR & 1IC
Keokuk Ject. RR

P&PU

Continental Grp.

Royal-Manson
Shippers

Location

Towa -City, -IA
Keokuk, IA
Pekin, IL

Alexandria-Hodge,

Royal-Manson, IA

Mileage
7
4 & yard
2.8 & yard

LA 25 & 50 trkg
rEs

55

* Not applicable: includes yard or other real estate,

Price

175,000

325,000
170,000

1,700,000
(pending)

% 350,000
(pending)

Price
Per Mile

$ 25,000

*

%*

22,666
inc trkg rts

79,090




June 12, 1980

Beckley
Clay
Smith
Cavanaugh
. McNamee
. Ness

SP Acquisjfion of Rock Island Tucumcari Line

The Interstate Commerce Commission served its Decision
in the above matter June 10 in which it approved the SP
application and rejected all requests for protective conditions,
including so-called DT&I conditions. The Commission also
rejected a request by the C&NW to reopen the proceeding because
of the recent announcement by Santa Fe and SP of their intention
to merge. The Commission stated that to consider that possible
merger would be speculative since no application will be filed
for some time.

MoPac's inconsistent application for Rock Island
trackage between St, Louis and Kansas City was rejected as
were UP requests for trackage in the Los Angeles area. No
DT&L conditions were imposed, not even for a temporary period.

The SP application actually sought authority for sub-
sidiary Cotton Belt to acquire the Rock Island line to avoid
the application of the so-called '"Central Pacific" traffic
conditions to that route. The Commission declined efforts of
protestants to extend the Central Pacific conditions to the
Golden State route. Certain related applications based on the
assumption that Rock Island would continue as an operating
carrier were denied in view of the dissolution of the Rock,
The indemnification which was sought by the Katy and the C&NW
was also denied on the basis that both of those railroads have
shown improvement in financial health in recent years.

It is clear that the days of merger protective conditions
are over, at least as far as the Commission is concerned. You
may find the attached excerpt from the decision of interest,

It is the Commission's explanation of why DT&L conditions were
not imposed. They were even disapproved for those carriers
which had entered into settlement agreements with SP,

I consider an appeal likely, particularly from the
C&NW or the Katy, both of which have fought the SP application
strenuously.

BDO/sjp
Attachment
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npTLI" Traffic Condltions

Several protestants urge us to lmpose on SP the tradl-
tional traffic and routing restrictions known as the "DT&I
conditions."” For the reasons discussed below, we will not
impose these condltions in this proceeding.

Background

tandard DT&I protective conditions have been imposed
in rail consolidation proceedings since the 1950's.
Detrolt, T kNTy He Co., Contrel, 275/ 1:Ub. 455, 492
T{1950) (DT&L I). These conditions are & distillation of
traffic conditions the Commission has imposed since the
1920's. See Chicago Junction Case, 71" I.0.Cv. 031 689=41
(1922); Unification of Southwestern Lines, 124 I.C.C. 401,
439 (1927): St. Louis S.W. Ry. Co., Control 130 I.C.C. 175,
206 (1932).

L

The conditilons were imposed in an affort to preserve
rail competition by maintaining neutral 1ty and equal access
in traffic routing. For example, the ondltlons were
partially intended to prevent consolidated carriers from
closing rail facilitles which had previcusly been neutral
and cpen %to all carrlers and shippers on equal. terms. See
Chicago Junction, 71 I.C.C. at 635, 639. Similarly, the
conditions were designed to prevent the "sommercial closing"
of gateways through excessive rate reductions, since commer-
clal closings were feared to reduce n. See Sand
from Marston, NC, to Wyoming, IL, : (1978), 2t1'd.
sub nom. ~aboard Coast Line R. Co. States, 599
F.2d 650 (5th Cir. 1979). Further, ions were
meant to prevent discrimination 1in suct as service
frequency and schedullng arrangements way, 1t was
hoped that 11 pr routing options reserved, and
harmful div f competling carriers’ Ul ic and reve=-
nue could

~QQ v

U
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B
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w
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More st ifically, DT&I I establlisned slx specific
traffic pro :ve concditions. Condition 1 requires a con-
solidated ¢ to "maintain and kee=p open all routes and
channels of trade via existing junctions and gateways," un-
less otherwise authorized by the Commission. Condition 3
requires a consolidated carprier to continue "present teafflc
and operating relationgships." Conditloas 2 and 4 prohiblt,
respectively, "discrimination in the arrangement of sched-
ules" and "discrimination in promptness fand] frequency of
service." Condition 5 precludes a consol idated carrier from
restraining "the right of industries located on the acquired
line to route traffic over any or all exlsting routes and
gateways." Conditlion 6 merely provides standing to seek
later modification of the conditlons.

Protestants' Arguments

Several protestants argue for
They present three reasons for imposing > conditions: (1)
the DT%I conditions are not antilcompe {tive, but rather are
needed to preserve competition; (2) only bl conditions
can protect protestants rfrom harmful dive which SP can
effect after the transaction through ;

N conditions here.

B3,




stprategic reroutings, and similar traffic real ignments; and
(3) the record does not support a finding that DT&I condi-
tions are uanecessary here, since all the traffic evidence
presupposed continued application of standard DT&I condi-
tions.<'/

Indeed, protestants note that SP alleged throughout the
proceeding that it would accept the DT&I cpnditions and dld
not offer opposition to them until briefs were filled. This
alleged.y deprived protestants of an opportunity to demon-
strate effectively that DT&I conditions are needed here.
Protestants call for a reopening of the record 1f we wish Uo
consider the elimination of tpaffic conditions. Further, we
note that SP has entered into stipulations with four car-
riers (ICG, Milwaukee, BN, and SLSF) in which it agreed to
DTxI-type traffic protection and has requested imposition of
the conditions for 2 years for the henefit of all other car-
riers.

Protestants' speciflc fears of traffic diversion center
on two points. Flrst, protestants fear that, without the
DT%I conditions, SP will be able to divert traffic from the
Central Corridor, routing this traffic over the Tucumcaril
1ine instead. Second, protestants fear that SP will divert
substantial traffic between Kansas City and Texas=Gulf
points, by virtue of 1ts new single-line access to Kansas.
City and St. Louis. For instance, MKT-claims that its
greatest exposure to tpaffic.diversion is on movements be-
tween Kansas City and Texas-Gulf polnts. As an example, MKT
contends that the DT&I conditions are needed to prevent SPT
from (1) cancelling its joint rate and routes with MKT at
the Denison, TX interchange, and (2) establishing 1ts own
Gulf points. Further, MKT notes at without the DT&I con-
ditions, SP could commercially close gateways (such as the
Denison interchange) by delaying the interchange of MKT
cars, changing SP's train schedules at Denlson so they will
not connect with MKT tralns, and taking other =zctions fto
cause shippers to avoid the MKT/SPT route and divert thalr
tpaffic to SP. While this may offer shippers a new single-
1ine S? s=zrvice, 1U would allegedly lead to elimination of
the MKT alternative and thus ul timately reduce rail competi-
tién in €

2
single-line rates and routes between Kansas City and Texas-
th
S

Discussior

If we belleved protestants'.allegatior of diversion
.1 imination of competltlon were 1ikely, we would reopen
ecord and te additional riden
e DT&I condlticns. Howeve our analysis of
indicates that SF will lack the ability to
erially for at least 3-4
s, in view of the need Iot substantial rehabilitation of
ucumcari line Thus , mities for harmful activi-
will not be significant for & substant. period after
purchase. s DOT notes, this should be ample time for

competitive

o

argument since we are
svidence of elther ap-
ur conclusions regard-
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The record clearly shows that the Tucumcarl line re-
quires extensive rehabilitation which cannot be completed
for appreoximately 3 years. During this time the Tucumcari
1ine will not be much more of a competitive asset to SP
than 1t currently is. Thus, competing carriers willl have
full opportunity to develop a number of competitive re-
sponses, ranging from rate and service improvements to the
implementation of defensive acquisiticns and consolidations.
In BN-Friscc, we found that a 2 year lag time after consum-
mation wouid provide sufficilent opportunity for competing
carriers to devise defensive responses uUo the merger there.:
The 3-4 year lag time here should provids & sufficlent ad-
Justment neriod.

Moreover, our analysis of the ¢raffic tterns affected
by this transaction reveals 1ittle support Ifor protestants’
fear that SP will divert substantial traffic from the
Central Corridor to the Tucumcarl line. Even after rehabl-
litation, the Tucumecari line will Dbe at 2 rompetitive
disadvantage to the Central Corridor route through Odgen.
The superiority of the Central Corridor snould encourage
shippers to exercise their routing power In 1S rayare it 1S
shorter, faster, and 1n petter condition than the Tucumcari
route. Thus, shippers would have a naturd. incentive to
route this way, thereby obviating the need for the artifici-
al protection of the pTeI conditions and avoiding the anti-
competitive byproducts of those conditions. :

-~
A

@]
~
1

o

t interchange nautrality ¢ Xansas City
will {+h- or without the DT&I conditlons. Kansas Clty
has been a major rall gateway for many year: The mere sub-

titution of SSW for RI will not change ©&. 33W, like RI,
simply must 1 erchange at Kansas city in order to do busi-
ness. The Xansas city/St. Louls line seoment 1s in such de-
teriorated condition that only local %t “fic will be handied
over 1t for the next 3 years. Thus, SP will need to con-
tinue the prior practlice of freely interchaniging both east-
bound and westbound Tucuncari traffic at Kansas City.

ha
P

inally, as we stated in Seaboard Coast Line R, CO.--
Invest. of Control, 360 I.C.C. 582, 603 (19/3), shippers and
consumers cen generally be protected qulte adequately by the
broad provisions of the Interstate Commerce fot (U9 5:.C.
Subtitle IV). As we noted in Seaboard:

The Interstate Commerce Act provides the needed
protection of particular interchanges and ser-

vices, and in the future, we will enforce the

statutory provisions to assure open rocutling,

gateways, and interchanges. gee 49' BuS.C. 511303
(formerly section 1(4)), impesing the common car-

rier cbllgation to provide service and to estab-

1ish reasonable through routes and rates; 49 U.S.C.
§10741 (formerly section 3(4)), requlr aqual
interchange facilities; and 49 U.S.C. 705 (for-
merly sectlion 15(3) and (4)), ‘

Commission to establ ish through rate j t rates

and the divislon of joint rates v e relating

to the need for protection against D d ry or un-
fair competitilve practices can ub ted with a com-
plaint filed under these provisions. I1d. &t 60%]
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Accordinﬁly; we shall remaln open to any complaints which
may arise regarding SP's post-transactiocn marketing prac-
tices. In this way, the public Interest benefits of the
transaction can be obtained without adversely affecting
either competing railroads or the shipping and consuming
public.

Our preference for individual complaints over blanket
protective conditions reflects certaln policy considera-
tions. DOJ argues persuasively that the DT&I condltions
have anticompetitive consequences which far ouiwelgh any
procompetitive effects. For Instance, Condition 1 has been
interpreted as requiring "rate equalization." Under Condi-
tion 1 a consolidated rail carrier "1is foreclosed from doling
anything which will have the effect of closing, commercially
or otherwise, any of the roytes which exlsted at’ the time of
Commlission authorization."f_/ As we noted in Seaboard Coast
Line R. Co. — Invest. of Control, 360 I.C.C. 582, 601
(1979) ¢

[T]lhe effect of the DTkI conditions has been

to keep railroad rates artificially high. A
railroad subject to these cond: cannot of-
fer lower rates to obtain the long haul, because
of the traditional Commisslon =pproach that a
reduced rate on a restricted routing 1is a commer-
cial closing which violates the ceondicions.

The other DT&I conditions, while smaller in scope and
effect, are also antlicompetitive In DOJ's view. Conditlon
3 1is similar to the first. By requiring a consolldated car-
rier to continue "present traffic and operating relation-
ships," it prevents a carrier from changing those relation-
ships by, for example, offering a subsidiary a preferred
connectlon. Southern Pacific Company--Merger--Pacific
Railway Company, 358 1.C.C. 100 (1977). Thus, a consoli-
dated carrier cannot interchange polnt to a polnt
more convenl o a subsidiary, but rather must mailntaln
present interchange points for all conrecting ecarriers.

p

provisions of Condi-
tions . the commercial clos-
ing doctrine, I =N ie rom ‘fering expedited ser-
vice or other new service s %o related lines without
offering them all cont ing carriers., Finally, Cendition
5, while intended to preserve shippers' routing rights, can
allegedly prevent nsolidated currier from offering lower
rates or Improved services hippers over new routes,

L

0 i+
3
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The DT&I may hav=2 outllved their purpose.
Rather than noting mpetitionr, they may well unduly

inhlbit. dngd arrler ratemaking, contrary to the 4R
Act's policy in favor of greater pricing freedom. Instead

Company, 354 1 100, 1058 ) {(Southern Pacifle

Merger); tnforcemert cf Conditlons in Marger Proceedings,
315 LeC.C, 191, 194 (196]); Seabe i Coast Line R, CO.=-

Invest.




of protecting the public from monopoly =and axcessive rates,
the DT&I conditions appear to decrease lnter- and intramodal
price competition, to the detriment of the shipping and con=
suming publlc. We are currently peexamining our past gen-
eral pollcy on standard traffic and routing conditlons.
However, regardless of what our conclusions on that matter
may be, we do not consider the impositlon of these con-
ditions in this case either necessary cr appropriate.

Stipulations

As previously noted, four carriers entered 1nto stipu-
1ations with SP by which they agreed not €O oppose the
transaction and SP agreed to grant them DT I-type traffic
protection. While carriers are free to enter contracts if
they so desire, these agreements would not be immune from
the antitrust laws unless approved or imposed by us as part
of the overall transaction. See 49 U.S5.C. §11341. Thus, we
now turn to whether the stipulated DT%I protection is com-
patible with the publlc interest in thils proceeding.

We believe that the reasons discussed above for not im-
posing the DT&I conditlions apply equally well to the stipu-
1ated carriers. The time needed for rehabilitating the
Tucumcari Line will both delay the competitive effect of -the
transaction and permit competing carrlers to develop market-
place responses preferable TO the imposition of government-
imposed protectlons, which may' well be overly broad and sti-
fle beneficial competition. The shipping and consuming pub-—
1ic will be better seprved by the active interplay of compet-
ing carriers rather than by freezing the status quo through
aptificial conditions. As we have repeatedly stated,. we are
concerned wilth preserving and enhancing the general competi-
tive environment, rather than with protecting individual
carriers' market shares. prel II, sl;g opinion at 41;
accord, BN-Frisco, 360 I.C.C. at 951.5_/ Moreover, should
competitive abuses follow consummation of the transactlon,
we have reaffirmed our receptiveness to any complalints which
may arise regarding SP's marketing practlces. In short, we
do not belleve that opposition to a tpransaction should be &
determinative factor in concluding whether the imposition of
traffic conditions i consistent with the publilc interest.
Accordingly, no DT&I-type trafflce conditions will be imposed
or authorized in connection with this proceeding.

<7/ In BN/Frisco, supra at 951, we made the following
observatlons regarding protective conditions:

We have stated that we would not 1lmpose condi-
tions solely to compensate carriers for diver-
sion or protect them from the risks of competil-~
tion. In connection with transactions such as
this, 1t 1is not practicable, nor would it be in
the publilc interest, to 1impose conditions calcu-
1ated to freeze the flow of traffic into a pre-
existing pattern or to protect competing and con-
necting carriers against all possible adverse ef-
fects which might follow [the transactionl.

o T




Indemnification

ition will result
ssentlal raill ser-
y the appli-

MKT and CNW both arguz that the acquis
in impairment of their abliity to provide e
vices unless thelr losses are indemnifled b
cants .2/

In support of its proposed Indemnification condition,
MKT31l/ claims that both the 4R Act and Supreme Court decisions
impose an absolute duty on the Commisslon to provide for its
protection. It also contends that pollcy reasons support the
imposition of an indemnity requirement. IMKT views Just and
reasonable indemnity provisions as an appropriate means of
protecting substantially adversely affected carrlers while
permitting the transaction to go forward. Further, indemnifi-
cation of MKT here is argued to be reasonable because 1t would
reduce SSW's incentive tc divert Kansas Clty-~Texas traffic
from MKT to its more circultous haul.

Indemnification conditions are opposed by DOJ, DOT, and
applicants. DOJ considers them anticompetitive. DOJ objects
to indemnification generally because Lt may generate undesir-
able responses by both the applicants and the indemnified car-
riers. Applicants may decide to formulate consolldation plans
which purposely minimlze potential diversions in order to re-
duce indemnification payments. The indemnified carrlers, with
their financial pressures reduced, may lack incentive to
develop competitive responses to the acquisi

Applicants agree with DOJ. They polnt out that we have
only imposed indemnification twice and that both cases involv-
ed wholesale restructuring of significant rallroad systems,
not purchase of a single line. In Rock Island I, the Commis-

uld be applied reluc-

i
sion indicated that revenue guarantees wo
tantly, and only where absolutely essential to _assure a car-

=]

rier's continued abllity to serve the putlic.Bz/ Applicants
claim that neither CNW nor MKT has proven that indemnification
is necessary to ensure their economic survival. In addition,
applicants assert that the proposed conditions would compen-
sate the protestants for revenue losses unrelated to thils ac-
quisition, including diminution of intercity rall traff.c re-
sulting from strong intermodal competiflon.

We will not require applicants to indemnify MKT and CNW.
As we precently stated in BN-Frisco, indemnification conditions
were imposed 1 he past primarily So ensure that existing
services would be continued by the same corporate entity._z/
Our empha i 5 longer focused on preserving individual
carriers; we 2 nore <ot med wirh mantaining essential
rail al ] ] protestants' traffic studles
shows, neither MKT no NW is likely to be Injured to the
.extent tha gsentlal services will ve impaired.

¥ ndemnification, but indi-
cated: in ¥ts bplsf that 1t 1 onger pursulng that request.

31/ CNW gives no argunents in i briefs in support of its in-
demnification condition.

32/ See Rock Island I, an nsylvania B, Co.-Merger-New York
Central R, Co., 330 377

33/ 360 I.C.C.
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Contrary to MKT's assertions, our refusal to require in-
demnification neither violates the 4R Act nor lgnores Supreme
court precedent. Section 11344 confers upon us the authority
to impose conditions, but does not compel us to do so. We
have not in the past been liberal in requiring indemnifica-
tion; that remedy has been reserved for situations in which no
alternatives exlsted to ensure the presevation of essential
services. %/ In both Supreme Court cases clted by MKT, the
Court itself was concerned with issues other than the Commis-
sion's decision to impose indemnification conditions. The
Cour® left undisturbed the standard which the Commission had
applied in those cases for requiring indemnirication. The
Commission had found that survival of the railroads 1n ques-
tion was essential to the publlic interest and that their con-
tinued survival would be jeopardized by competition with the
merged carrier.35/ Since we have not made elther of these
findings hers, we are not compelled to indemnify the protes-

-
cants.

We consider the indemnification of competitors unsound
for policy reasons. First, the carrier recelving indemnifica-
tion may be less likely to provide optimum prices or services,
since 1t will be automatically compensated for any loss of net
revenues experienced. Since indemnification is calculated on
the difference between 1977 net revenues and those of subse-
quent years, the payment is triggered-by poor financial .per-
formance. It therefore can be viewed as a reward for ineffi-
ciency or 1nability to compete.

Indemnification also may result in cross-subsildization by

+ Lo

{
a healthy railroad of the less efficient operations of another
a

carrier. Since portion of the financial rewards to the ac-
quiring carrier are siphoned off, the beneflits to that carrier
are reduced. At the same time, the condition creates a disin-
centive for the acquiring carrier to maximize competition with
the lines it is indemnifying, since the latter must be reim-
bursed for i1ts losses. As a result, shippers served by both
carriers would be disadvantaged by an idemnity requirement.

Finally, we are opposed to the imposition of this condi-
tion for the same reason that we decline to require other pro-
posed protective conditions: we have determined that the pur-
chase 1is procompetitive, and no party has demonstrated that
essential services will be impaired if the transaction 1is ap-
proved unconditionally.

3%, 360 I.0.C 78BS, 85243,

35/ Baitimore & Ohio Ry. Co. v. United States, 386 U.S. 372,
378 T1967); Penn-Central Merger and N&W Incusion Cases, 389
U.S. 486, 495 (1963).
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Data
1. Rock Island Lines Clearance Diagram
a. Blue Island, IL to Rock Island, IL
b. Rock Island to Armourdale, KS
West Davenport, IA to Armourdale, KS
C.R.I1I.S.P. Ject., Armourdale, KS to Topeka, KS
Topeka, KS to Tucumcani, NM
Rock Island, IL to Des Moines, IA (Sht. Line Jct.)

Des Moines, IA, Short Line Jct. to Council Bluffs

Council Bluffs, IA to Albright (So. OUmaha)

Burlington, IA to Cedar Rapids, IA
Cedar Rapids, IA to Newport, MN
Cedar Rapids, IA to Rock Rapids, IA
Des Moines to Newport

* Newport to Minneapolis

Short Line Jct., Des Moines, IA to C.R.I.S.P. Jct.,
Armourdale Yard

Carlisle to Indianola
Hartley, IA to Palmer, IA
Lakota, IA to Albert Lea
Lakota, IA to Estherville
Dous, IA to Buffalo Center
Garner, IA to Titonka, IA

Lake Park to Lismore




Rock Island Lines Physical Characteristics
Allenton, IA to Minneapolis, MN
Chicago to Colorado Springs
Davenport (Mo. Divn. Jct.) to Santa Rosa

Burlington to Manly, Vinton to Souix Fall, Vinton to
Watertown

Branch Lines, Des Moines Division
Branch Lines, Cedar Rapids Division
C.R.I1I.S.P. Railroad Company, Twin Cities

(Minneapolis-St. Paul-MTFR) Interchange, cars, tons,
forwarded, received, total, by road, by year 1972-1977

C.R.1I.S5.P Railroad Company, Kansas City Gateway
Interchange, cares, tons, forwarded, received, total, by
road, by year 1972-1977

lowa DOT Cargo Capacity Comparison, Barge, Jumbo Hopper
Car, Large Semi

Railroad Commodity ovements, Iowa, 1978, Iowa DOT

1977 Rock Island Density Chart

Iowa Rail Map
Railroad Map, lowa, October 1, 1981
1978 Railroad Traffic Density, Iowa
1977 Railroad Traffic Density, Iowa
lowa Minimum Rail Service Needs (Initial Plan 1/7/80)
State Rail System Plan, September 1977, Iowa DOT

1978 Coal Movements Terminating in lowa

Major Iowa Utilities, Industries and Mines Receiving
and Producing Coal, 1978

Rail Company Abandonment Plans, Iowa Railroad Map,
July, 198L1:

Iowa Rail Map, October 1980

e




u.

Iowa Highway, Railroads and River Grain Loading
Facilities, October 1980

Chicago Rock Island & Pacific Railroad Company lowa
Rail Map

Rock Island Rail Shipper/Receiver Iowa Rail Map

Carrier Interest in Rock Island Railroad Iowa Rail Map,
February 4, 1980

Service on the Rock Island, December, 1981 Iowa Rail Map

Rock Island Track Condition, Iowa Rail Map,
Preliminary, 10/12/79

Chicago, Milwaukee, St. Paul & Pacific Railroad Iowa
Rail Map -

The Milwaukee Road Mainline, Branch Line

Carrier Interest in Milwaukee Railroad Iowa Rail Map,
February 4, 1980

Burlington Northern Iowa Rail Map

Chicago & Northwestern Transportation Company Iowa Rail
Map

Illinois Central Gulf Railroad Company lowa Rail Map

Rock Island Lines Sketch Map

a.
b
CQ

s

St. Paul, MN and Minneapolis, MN

Des Moines, IA

Kansas City, MO and Kansas City, KS

Siluis, IL to Davenport, IA

C.R.I. & P. Railroad Company Diagram of Maintenance Zones,
Rock Island-MILW Joint Facilities, Polo to Kansas City, MO

Rock Island Lines Condensed Profile

a.

Chicago to Davenport, IA
Davenport to Des Moines, IA

Des Moines to Council Bluffs, IA
Lineville to Allerton, IA

Lineville, IA to Kansas City, MO

..




Clarksville, IA to Minneapolis, MN
Allerton to Manly, IA

Vinton to Estherville, IA
Estherville, IA to Clear Lake, SD

Carlisle to Indianola, Winear to Winterset, Gowrie to
Sibley

Dows to Lakota, Hayfield Jct. to Titonka, IA

Maple Island to Clarks Grove, 1A, Albert Lea, MN to
Estherville, 1A, Lake Park to Hardwick

Rock 1976 Track Chart
Des Moines Division

1, Short Line Wyes at E. Des Moines, Short Line Jct.
to Council Bluffs

Carlise to Manly, Carlisle to Indianola

Manly to Minneapolis, Inver Grove to West
St. Paul, Clarks Grove to Maple Island

Hartley to Palmer, W. Des Moines to Gawrie
Iowa Down Falls to Estherville
Dows to Buffalo Center, Hayfield Jct. to Titonka

14, Albert Lea to Estherville

o Estherville to Little Rock, IA

Missouri-Kansas Division
Vi Elden to Trenton

8 Trenton to Air Line Jct., Kansas City Frt.
Conn.

9. Allerton to Carlisle

Illinois Division

Ly Chicago to Joliet

2 Joliet, 1. to Mo. Division Jct.

3 Mo. Division Jct. to Elden




a.
b.
Qi

d.

Mo. Division Jct. to Des Moines
Burlington to Cedar Rapids
Cedar Rapids to Manly

Bureau -to Peoria, Peoria to Keller, Lafayette to
Colona ;

Clinton to Davenport, Clinton to Iowa Falls
Keakuk to Altoona, Iowa City to Hills, Elden,

Iowa-K. D. Connections, Evans Jct. to Oskaloosa,
Ainsworth to Keota

Rock Timetable No. 1, Sunday, March 13, 1979

Illinois Division
Des Moines Division
Missouri Kansas Division

Southern Division

Rock Island Lines Diagram, Gross Tonnage Moved Daily

The Rock

The Rock Lessees & Service Order Operations, January 1, 1982

The Rock, Rev. April 24, 1981

Rand McNally & Co. Railroad Maps

a.

+Atchison Topeka & Santa Fe Railway Co., March 1, 1980

Burlington Northern Inc., March 1, 1980

Chessie System, Rand McNally & Co., Denver & Rio Grande
Western, March 1, 1980

Chicago & Northwestern Tranmsportation Co., March 1, 1980
Family Lines (SCL/LN)

Grand Trunk Western

Illinois Central Gulf

Kansas City Southern Lines

Missouri-Kansas-Texas Railroad Co.

Missouri Pacific, March 1, 1980

B~




W.

XC

Norfolk and Western Railway

St. Louis San Francisco Railway Company

Southern Pacific Transportation Co., March 1, 1930
Southern Railway

Union Pacific Railroad, March 1, 1980

Western Pacific, March 1, 1980

Atchison Topeka & Santa Fe Railway Co., Southern
Pacific Transportation Co.

St. Louis San Francisco Railway, Burlington Northern

Missouri Pacific, Union Pacific Railroad, Western
Pacific

Chessie System Family Lines (SCL/LN)

Conrail

Norfolk and Western Railway, Southern Railway
Map of Principle Railroads (3 pages)

Map of Principle Railroads

1980 Iowa Analysis Update

d.

b.

Iowa Rail Map, October 1980

1979 Iowa River Terminals

Iowa's Pipeline System
Trailer-on-Flat-Car Ramp Facilities

Iowa Highway, Railway and River Grain Loading
Facilities, October, 1980

Chicago and Northwestern Transportation Company,
October, 1980

Chicago, Rock Island and Pacific Railroad Company,
October, 1980

Chicago, Milwaukee, St. Paul and Pacific Railroad,
October, 1980

Burlington Northern, Inc., October, 1980

Il1linois Central Gulf Railroad Company, October, 1980

il




Other Class I Rail Carriers, October, 1930
Class 1II Rail Carriers, October, 1980
1979 Railroad Traffic Density Map

1979 Train Speed Map

1979 Rail Weight Map

absndontietits Sinae 1978. Rail Plan, Oetohee, 1980

1980 Ral Abandonments Category Map, October, 1980
Railroad Passenger Service, 1979
Iowa Branchline Assistance Program, October, 1980
Grade Crossing Repair Projects 1977-1980

u. 1981 Assistance Program Candidate Lines

State Transportation Maps, U.S. Geological Survey, 1975

. Minnesota Composite of System Diagram Maps for Class I

Carriers (pursuant to ICC Reg. 1121), July 1, 1977

Rand McNally & Company, Handy Railroad Atlas of the United
Stiates ;1978

Rand McNally Road Atlas, 1974

Evaluation of Alternative Rail Routes for State of
Minnesota North/South Corridor Study, W. G. Richmond &
Company, February 12, 1981

a. MILW and CNW/ROCK Main Line Trackage Between Twin
Cities and Kansas City

Principal Trackage Included, North/South Corridor Study
Route 1: MSTL/ROCK
Route 2: ROCK
Route 3: MILW
f. Twin City Terminal Layout
g. North/South Corridor Routes
A Study of Potential Soo Line Acquisitions or Operations of
Various Rock Island Lines in Iowa, Minnesota, and Missouri,

William M. Edrington, Assistant Manager Pricing and Market
Development, Soo Line Railroad Company, January 5, 1982

o B




Rock Island Lines Included in Study

Rock Island Lines Study Area

Iowa Falls Gateway
ICG and NW Connections

Rock Island Lines Diagram, Gross Tonnage Moved Daily,
1977

Union Pacific Railroad Co. Map of the Kansas City
Terminal Area

BN, MILW and CNW/ROCK Mainline Trackage Between the
Twin Cities and Kansas City
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Steps to be Taken

Advise trustee of strength of Soo offer. Seek postponement
of March 15 date or in alternative appear before court to
indicate size of offer and comparison with C&NW agreement.

Obtain ICC approval to negotiate without competitive bidding
financing terms.

Negotiate agreement with Iowa DOT for manner in which state
funding will be applied and repaid.

Contact Minnesota and Missouri DOT to advise and seek support.

Negotiate with KCS and Milwaukee for terms of entry into
Kansas City.

Arrange for transfer of Rock Island trackage right to Soo.
File with ICC request for authority to acquire lines.

Negotiate financing with banks including possibly Bank for
Cooperatives.

Secure indications of shipper support.®

Contract with Des Moines citizen groupuﬁ'

\
Contact state and federal legislators. I\
File application for financing with IRFA.

File application for federal rehabilitation funds ($15 million)
with FRA.

Clarify role of Illinois Central in providing service to,
Royal Palmer Manson segment. e

Prepare purchase agreement following terms of C&NW contract.




Rock Island Acquisition

'

Steps taken to date following CNW agreement.

With TIowa DOT:

Advised Soo could support offer of up to $60 million on
basis of own traffic study.

Tentatively agreed that offer to trustee should be
$80-81 million to be successful in light of C&NW offer
of $76.3 million and top credit authorization of $80
million.

DOT advised it has expectation of $7.5 million in
property tax payments by Rock Island trustee which
might be applied after "friendly" law suit authorizes.

Further $2 million owed by Rock Island on track improve-
ment loans might be applied.

‘Z‘Approximately $8 million has accumulated from diesel
\{ ,fuel tax which is tied up in courts.

Final resolution of fuel tax case would give IRFA bonding
authority up to $100 million.

Proposed two tranches of $20-21 million Iowa public
support. ¢
®
(1) Include $10-11 million in Des Moines property
in bid to be taken out by Des Moines business
group who would be ultimately reinbursed through
IRFA purchase plus sales of parcels not needed :
for railroad purposes. ;y'ﬁ \
Include $10 million to be funded ultimately . } {
by IRFA either on a loan to Soo repayable o i
without interest and after 10 years or traffic
related -payback.

Endeavor to have legislature appropriate $10
million in anticipation of funds coming to
IRFA from various sources.
With Des Moines group:
Met with shipping and public .interests.

Fred Weitz Des Moines Contractor




Tom Urban Pioneer Seed Com. Chairman
Maytag
James W. Hubbell Real Estate developer.

Encourage idea that preservation of East-West corridor
is not consistent with C&NW acquisition.

Desirability of strong railroad serving Iowa in
competition with C&NW.

Manner in which funds might be generated to be made by
Des Moines interests. ;

With IRFA:
Filed preliminary application for $21 million.

Hearings on March 8 gave support to Soo proposal and
authorized DOT to negotiate with Soo.

With Trustee:

Advised trustee on February 18 of possible Soo interest
in making further proposal.

Was told contract with C&NW has escape clause if better
offer received.

Approval of contract with C&NW noticed for hearing March 15.




Island also switches a refinery at St. Paul Park, Minnesota,
approximately two miles east of its Inver Grove Yard on behalf
of Soo Line.

Between Inver Grove Yard and the south bank of the
Mississippi River at St. Paul, Rock Island has a spur line which
provides access to a number of industries along the Mississippi

River, the Riverview Industrial Park of the city of St. Paul,

and important loading docks of the American Hoist & Derrick

Company.
During twelve months ending July 31, 1979, Soo Line

interchanged the following carloads with Rock Island:

At Twin Cities

Carloads Soo Revenues

Soo to Rock Island 9,000 $4,198,648.39
Rock Island to Soo 3,800 1,604,159.47

Total 12,800 $5,802,807.86

At Chicago

Soo to Rock Island 1,700 $ 951,614.49
Rock Island to Soo 1,300 611,459.35

Total 3,000 §1,563,073.84
Grand Total 15,809 $7,365,881.70

The principal commodities delivered by Soo Line to Rock Island
during that time were liquified petroleum gas, potash and other
fertilizers, grain for domestic processing and export via
Texas Gulf ports, lumber and sulnhur from western Canadian
origins.

Princinal commodities delivered by Rock Island to the

Soo Line at the Twin Cities are: corn for exnort via Twin

- Y
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ROUTE MILES

Main Line

Shoreham, MN - MN&S Jct. (S0O)

MN&S Jct. - Northfield (MNS)

Northfield - Comas (MILW)

Comas - Northwood, Iowa

Northwood - Clear Lake Jct. (Mason City) (CNW)
Clear Lake Jct. - Polo, MO

Polo - West Wye Tower (Kansas City) (RI-MILW)

Subtotal

Kansas City Terminal

Freight Line Jct. - Air Line Jct. (RI-MILW)
KCS Jct. (RI-MILW-KCS)

Subtotal
Total

Indianola Branch

Carlisle, Iowa - Indianola
Total

Towa Falls Gateway Branches

Iowa Falls - Estherville
Dows - Forest City
Estherville - Ocheyedan
Estherville - Rake

Subtotal
TOTAL 736.6
NOTE: Trackage rights in the Kansas City terminal beyond the

joint MILW-RI track are not include in the above route
miles.




YARDS AND SIDINGS

Kasper, MN
Owatonna
Ellendale
Clarks Grove
Albert Lea
Gordon
Manly, IA
Sheffield
Argon (Iowa Falls)
Buckeye

Avon (Des Moines)
Carlisle
Beech
Williamson
Millerton
Allerton
Mercer, MO
Princeton
Mill Grove
Trenton
Coburn

Lock Springs
Nettleton
Polo

Polo to Drawbridge
(Kansas City)

Drawbridge

Drawbridge to
West Wye Tower

West Wye Tower
(KCS-MILW Joint Agency)

Freight Line Jct. to
Alr Line Ject,

Miles From
Shoreham

LTI

Bi;

g97.
108,
112,
124,
140.
168.
194,
205.
R
200
209,
312,
33L;
342,
361.
374€.
376
I
403.
413.
421.
438.
479.

o

8
4
2
8
6
4
0
3
0
7
8
7
6
3
9
0
3
2
3
3
1
8
8
5

479.
481.3

481.

481,

Feet

5,988
6,210
b.155
7,109
Yard
6,076
Yard
6,111
Yard
6171
Yard
5,700
138
6,339
6,160
15,600
6,069
5,059
7,031
Yard
14,617
6,058
6, 207
6,051

Double
Track

Single Track

Double
Track

Yard

Double
Track




ACQUISITIONS

Main Line

Comas - Northwood, Iowa

Clear Lake Jct. (Mason City) - Polo, MO

Polo - West Wye Tower (Kansas City) (RI-MILW)
Subtotal

Kansas City Terminal

Freight Line Jct. - Air Line Jct. (RI-MILW)
KCS Jct. (RI-MILW-KCS)

Subtotal
Total

Indianola Branch

Carlisle, IA - Indianola
Total

Iowa Falls Gateway Branches

Iowa Falls - Estherville
Dows - Forest City
Estherville - Ocheyedan
Estherville - Rake

Subtotal

Total




CNW LEASE

As of February 28, 1982, the CNW was leasing 841.9 miles of RI
track and trackage rights for a monthly rental of $480,982.

On June 1, 1982, the Iowa Railroad commenced operations on
95.4 miles of this track, and the CNW withdrew. This track
included Dexter to West Des Moines (29.7 miles), East

Des Moines to Newton (28.3 miles), and Altoona to Pella

(35.9 miles). Presumably the CNW lease has been adjusted
accordingly. The Iowa Railroad is also operating over

12.5 miles of track from West Des Moines to East Des Moines on
which the CNW is still operating and on which the CNW has the
right to serve industries. Except for about 0.6 miles of track
required to gain access to the Iowa Transfer Railway, all this
track, totaling 106.4 miles, is not currently under
consideration for acquisition by the Soo.

There are seven other portions of the RI currently under this
lease and being operated by the CNW that are not currently of
interest to the Soo.

1. Rock Jct.—Invef Grove-Northfield, Minnesota
(36.0 miles, including 19.9 miles of trackage rights
on the MILW between Rosemont and Northfield)

Rake, Iowa to Bricelyn, Minnesota (7.1 miles)

Palmer to Royal, Iowa (47.1 miles)
Cedar Rapids to Cedar Rapids Bridge, Iowa (4.3 miles)
At Omaha, Nebraska (2.0 miles)
At Sibley, Iowa
At Worthington, Minnesota
The CNW is leasing one other property from the Trustee. The
CNW is paying $7,000 monthly rental for 6.5 miles of Peoria

Terminal Company Track from Towa Jct. through Hollis, Illinois
to the Illinois River Bridge.




}%TANCES TO KANSAS CITY FROM WESTERN CANADA

CP CN CN
S00 DWP DWP
Chicago MILW MILW
From ATSF Chicago Direct
Calgary 2,051 2,299 2,049
Edmonton 2,245 2229 1,979

Winnipeg 1,354 1538 1,288




DISTANCES FROM SAULT STE. MARIE TO KANSAS CITY

S00 SO0

Chicago . MPLS
ATSF RI

1,008 988




SUMMARY OF SALES OF RI LINES

TUCUMCARI - ST. LOUIS, MISSOURI

In July 1980, the St. Louis Southwestern Railway Company (SSW),
a subsidiary of Southern Pacific Transportation Company
purchased the RI line from Santa Rosa (Tucumcari), New Mexico
via Kansas City to St. Louis, Missouri, 965.2 miles, and a
branch to Dodge City, Kansas, 26.5 for $57 million. This
averages $57,477 per mile. The route includes trackage rights
on the UP from North Topeka to Kansas City, Kansas, a portion
of the Armourdale Yard in Kansas City, and the RI interest in
the Kansas City Terminal Railway Company The RI Trustee
reserved a portion of the large Armourdale Yard facility for
sale to other potential entrants to Kansas City via former RI
lines. The ICG is also interested in moving their Kansas City
terminal operations to this facility.

As far as is known, the terms between the RI Trustee and the
SSW cash on closing.

The SSW has completed a major rehabilitation effort on the
trackage between Tucumcari and North Topeka and in the
Armourdale Yard. The SSW spent $97 million on 545 miles
upgrading to Class Five track with 60 m.p.h. throughout with
70 m.p.h. on 200 miles continuously welded rail, including

50 miles new 136 1lb. rail. The project also includes 80 miles

of CTC installation. Half of the funding was a low interest
loan from the FRA.




OKLAHOMA-KANSAS-TEXAS (OKT)

In May 1982, the RI Trustee sold 630 miles of track from
Salina, Kansas to Dallas, Texas to a consortium consisting of
the Missouri-Kansas-Texas Railroad Company, the
Oklahoma-Kansas-Texas Rall Users Association and the State of
Oklahoma for $55 million. This purchase averages $87,300 per
mile.

The State of Oklahoma put up $15 million for 348 miles in
Oklahoma. The OKT Rail Users Association put up $25 million
for 242 miles from Salina to the Kansas-Oklahoma border and
from the Oklahoma-Texas border to Fort Worth. The MKT put up
$15 million for perpetual and exclusive local freight service
operating easement over 34 miles between Fort Worth and

Dallas. On this latter segment, the Trustee retained title and
all rights including passenger transportation easement,
overhead freight, air, mineral, and parallel and crossing
easements.

The sale also included trackage rights on the UP between Salina
to Abilene, Kansas, the RI interest in the Wichita Union
Terminal Company and the Wichita Terminal Association, the line
from El Reno to Oklahoma City, Oklahoma, including RI interest
in the Oklahoma Railways and the Oklahoma City Junction Railway
Company, and the line from Chickasha via Anadarko and Lawton to
Waurika, Oklahoma. The sale also includes the yard at El1 Reno,
exclusive of the major locomotive and car shop facilities. The
Trustee reserved trackage rights for the purchase of the

Ponco City branch to reach and serve the carbon-black plant at
Kremlin, Oklahoma. Except as separately provided for the

Fort Worth-Dallas segment, the Trustee, his successors and
assigns, reserve the exclusive rights for a period.of ten (10)
years from date of closing to market and to receive all
consideration and income derived from the lease or sale of
mineral rights and the lease or sale of all forms and types of
easements and licenses upon such lines, including conversion of
existing licenses by sales or permanent easements, provided
that such leases or sales do not unreasonably interfere with
rail operations.

The MKT and OKT Rail User Association commitment will be met,
at least in part, by FRA funding.

The Oklahoma-Kansas-Texas Railroad Company, and MKT subsidiary,
will be the operator.

So far as 1is known, terms between the Trustee and the
consortium are cash on closing, except for a provision for the
assumption of an existing 3-R Act loan agreement between the
Trustee and the FRA.




CHICAGO-HENRY, ILLINOIS

The Trustee has signed a 50 year lease with the Baltimore and
Ohio Railroad Company for operations on 113 miles of track,
which. includes 24.5 miles of trackage rights from Blue Island
to Joliet and an additional 88.5 miles of exclusive service
from Joliet to Henry via Bureau. The BO is paying a $154,318
monthly rental for the track exclusively served and a 15¢/car
charge for the trackage rights between Blue Island and Joliet.
The Regional Transportation Authority is also operating between
Blue Island and Joliet.

The RTA has exercised its powers of eminent domain and brought
suit to condemn the property over which it is operating and
which will now be valued by the court.

The purchase option in the original lease has been eliminated
and a cap has been set on future traffic based rental
increase. The Trustee has reserved overhead rights, at least
between Joliet and Bureau. Shearson/American Express, the
Trustees contracted investment banker are of the opinion that
the lease is readily marketable,




THE SUN BELT LINE

The States of Arkansas and Oklahoma were negotiating for
purchase of the 760 mile line from Memphis, Tennessee to
Amarillo, Texas. Overhead rights have been retained by the
Trustee on a 62 mile segment between Elk City and Hydro that
had previously been sold to the State of Oklahoma. The States
had intended to lease the line to the ATSF, but negotiations
for purchase terminated in February 1982 when the ATSF decided
against proceeding with plans to operate the line.

The tentative purchases by the Little Rock Western Railroad of
44 miles beteeen Pulaski and Perry, Arkansas, and the State of
Oklahoma/OKT purchase between El Reno and Oklahoma City also
appear to effect this route; but again, overhead rights may be
retained.




MILWAUKEE ROAD ACQUSITIONS

It was reported in January 1982, that the MILW had agreed to
purchase 64 miles of RI line from West Davenport to Washington,
Iowa for $14.5 million. It now appears that this agreement has
been modified to include purchase of only the 38 miles between
Calver (Muscatine) and Washington for $4 million, with
continuing operations between West Davenport and Calver under
current lease or previous trackage rights. There is a coal
burning power plant at Fruitland, between Calver and Washington.




CHICAGO AND NORTH WESTERN ACQUISITIONS

The CNW has not purchased any RI lines to date.

Aside from their lease of lines under study by the Soo, which
also includes trackage at Worthington, Minnesota, Cedar Rapids
and Sibley, Iowa, and Omaha, Nebraska, their only other interst
appears to be in 6.5 miles of Peoria Terminal Company trackage
from Towa Jct. through Hollis, Illinois to the Illinois River
bridge. The CNW is currently leasing this track for $7,000
monthly rental.

The CNW is also understood to have made a competitive bid to
gain access to the power plant at Fruitland, Iowa.




OFFERS FOR THE ROCK ISLAND KANSAS CITY LINE
(as described by the Iowa DOT)

The initial Kansas City Southern offer was $15 million.

The initial counter offer by the Rock Island Trustee was
$260 million.

The best KCS offer was $40 million.

The initial CNW offer was in the range of $50 million.

The most recent CNW offer was $65 million, which included
$7 million to be put up by shippers on the Des Moines area
branch lines,

It is anticipated that the CNW will have or will shortly make a
third offer, at least in part defensively from an awareness of
Soo interest. This offer may be for only the Iowa Falls
Gateway branches and the main line between Iowa Falls and

Des Moines.

All other previous offers outlined above are believed to have
been essentially the same trackage as is currently being
operated by the CNW. This would include the main line from
St. Paul .to Kansas City, the Iowa Falls Gateway branch linese,
including Rake, Iowa to Bricelyn, Minnesota, and the isolated
Palmer to Royal segment, and the lines from Des Moines to
Newton, Pella, Dexter and Indianola.

The Iowa DOT has sought out other investors. Currently they
appear to have expressions of interest from a major
cooperative, a construction contractor involved in
rehabilitation projects and a car builder/lessor with private
covered hopper cars currently or potentially assigned in the
area. The Iowa DOT stated none of these interests have
expressed a desire to retain ownership in railroad property on
a long term basis.




FRA STUDY

A report entitled, "Analysis of a Coordinated Rail
Transportation System for Grain between St. Paul and Kansas
City," was prepared for the U.S. DOT in April 1981, by
Booz-Allen & Hamilton, Inc. and Thomas K. Dyer, Inc.

This study considered the possibility of coordinating the flow
of traffic of the CNW, MILW, and RI on a single line between
the Twin Cities and Kansas City.

The RI route was selected in part because of is geographic
location, passing through the heart of the grain producing area
in southern Minnesota and northern Iowa. The RI route is also
the shortest, has the most favorable gradients for southward
movement (the direction in which most loaded cars move), more
favorable total rise and fall and curvature, reasonably good
rail, and less rehabilitation cost.

One significant reason for the lower estimate of rehabilitation
cost of the RI route over those of the CNW and MILW is the lack
of signaling over most of the latter routes.

Rehabilitation costs were estimated at $53.6 million (1980
dollars). The rehabilitation estimates were based on Class
Three track for 40 m.p.h. operations and included renewing
one-third (1/3) of the cross ties, 20 percent of the rail, and
resurfacing 80 percent of the track miles. Replacement of the
remaining ties would be over 20 years, and rail over 18 years.
Welded 136 lb. rail was specified for track carrying 20 million
gross ton miles per year. The initial rehabilitation estimate
included 59.4 miles of 136 lb. rail.

The summary of conditions on the RI line listed steel and
concrete bridges as good, subgrade stable, rail and signaling
fair, ties fair to poor, and timber trestles, buildings, rail
anchoring, and brush control as poor.

The estimates of gross tons handled over the line in the
coordinated study were three times the density anticipated in
our study north of Albert Lea, four times the density between
Mason City and Iowa Falls, twice the density between Iowa Falls
and Des Moines, and 3.5 times the density south of Des Moines.
With a new major classification yard at Nevada, Iowa where the
RI line crosses the CNW Chicago-Omaha main line, densities
between Iowa Falls and Des Moines would exceed three times our
anticipated density.

A similar study by W. G. Richmond & Company for the
Minnesota DOT, while limited to the Twin Cities-Mason City
segment, also selected the RI line as preferable for many of
the same reasons.




SUMMARY OF IMPROVEMENTS TO FEEDER LINES

The entire Iowa Falls Gateway trackage has received some degree
of rehabilitation under the State of Iowa Branch Line
Assistance Program. This includes the isolated 47.1 mile
Palmer to Royal line as well as the 243.5 miles of branch line
trackage currently being considered for acquisition. A project
was conducted on these lines in each of the four years 1976
through 1979. Costs were shared between shippers, principlely
the Iowa Falls Gateway Shippers Association, the State of Iowa,
and the Rock Island. Shipper and state funds are in the form
of no interest loans repaid by the carrier on the basis of
carloads shipped or received. Over the four years, shippers
contributed $5,218,000, the State contributed $4,620,000, and
the Rock Island contributed $681,000, for a total of
$10,519,000. All shippers' contributions have been repaid. No
projects were conducted in 1980 or 1981 as the Rock Island
Trustee had been ordered to liquidate the estate and could not
incure any further debt, and the CNW (which currently operates
the property) has shown no interest in this program while the
property is leased from the Trustee.

In 1980, it was estimated an additional $19,436,000 expenditure
for rehabilitation remained. 1In 1981, a $7,000,000 project was
proposed for 1982, with a further potential project of
$10,400,000.

In 1975, a $600,000 project was conducted on the 11.2 mile
Indianola branch near Des Moines. Shippers contributed
$400,000 and the State, $200,000. This line is not currently
listed as a project candidate.




CONTRIBUTIONS FROM THE TOWA DOT

The State of Towa has enacted legislation creating the Towa
Rail Finance Authority with bonding authority of $200 million
backed by a rail diesel fuel oil tax. This funding could be
used for either rail acquisiton or rehabilitation. The fuel
tax has been contested in suit by all of the Class I carriers
operating in Iowa (ATSF, BM, CNW, ICG, MILW, NW, UP). It is
anticipated that regardless of the outcome of the suit it will
be appealed at least to the State Supreme Court and possibly to
the Federal Supreme Court. Short run, funding from this source
will not be available.

The State of Iowa Branch Line Assistance Program funding cannot
be used for rail acquisition. Up to 20 percent of the funding
could be used for rehabilitation of main lines. The RI
north-south main line may be categorized as a branch line.




FRA FUNDS

In his comments at the Oklahoma City Conference on

March 4, 1982, the Trustee stated that he had been informed by
the FRA only $38 million was available for acquisition of Rock
Island lines.

It is understood from a third party that $15 million in FRA
funds had been earmarked for rehabilitation of the Rock Island
lines currently leased by the CNW should they purchase these
lines. Presumably, this funding would also be available for
rehabilitation should Soo acquire that track, but the third
party is of the opinion that these funds are not avalable for
acquisition. The FRA has not been contacted directly to date.

The State of Iowa allocation of fiscal year 1982 FRA funding
was $3.085 million. The allocation for fiscal year 1983 is
anticipated to be between $3 - 3.5 million. These funds are
available for acquisition or rehabilitation.
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