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December 17, 1982

TO: D. M. Cavanaugh

ing O W
FROM: J. D. Darling E;P

RE: Rock Island Study

Les Holland and Harvey Sims called yesterday.

They reiterated what you had told me about the Rock Island
settlement of back taxes, IRFA and past rehabilitation funding.
It will be six months before the Iowa Supreme Court rules on
the suit brought by the counties over the appropriation of
back taxes by IRFA. Past rehabilitation funds apparently
total $2.5 million, up from past estimates of $1 milliom.

Iowa has accepted repayment of these rehabilitation funds

and should receive them shortly. One curiosity, this makes
this money first time around instead of second time around

as would have been the case if we had inherited the debt.

The trackage rights issue, IRRC on C&NW between McClellan
and Council Bluffs, has been sent to Judge McGarr by the
Circuit Court in Chicago. A ruling is not expected for
six to twelve months.

One thing, Les and Harvey both felt that we would improve

our position relative to last minute bidding by the C&NW if

we got the Trustee to go to the Bankruptcy Court with our
offer first. They felt that the fact that wewere first to come
to Court, rather than the C&NW being the current operator

or having made the first offer to the Trustee, would give us
the last bid in Court. They will try to send us a copy

of the actual proceedings in Court in the contested MILW
acquisition of the Davenport - Washington line, but if they

do not have it, it is public record in Chicago.

JDD/ jmz




December 16, 1982

TO: D. M. Cavanaugh
FROM: J. D. Darling oo

RE: Rock Island Study

A meeting was held at 10:00 a.m. on Wednesday, December 15,
in the Third Floor Conferencé Room. Those copied below
and myself were in attendance,

The following activities will be progressed for further
review during the first week of 1983:

L. Tom Fletcher will coordinate the development
of a pert chart for initiation of operations
within 180 days.

Tom Fletcher will prepare data to simulate train
operations on the main line between Minneapolis
and Kansas City. Cliff Leary would like to

have Chris Urban develop current slow orders to
incorporate in these simulations. Chris Urban
would also review these simulations as an aide to
verifying the proposed locations of main line
crew terminals.

The Transportation Department would like to
review the Traffic Department surveys and pro-
jections in detail to verify switching and

way freight requirements and terminal locations.
The Mechanical Department also needs access to
the Traffic projections to plan the location and
number of their staffing. The Traffic pro-
jections are expected within a week.

Proposed trainmen and enginemen agreements
will be finalized.

The Accounting Department was requested to
reflect the Towa Falls Gateway carloadings and
empty returns on their chart of cars originating
and terminating at main line points.

Other topics of discussion were:

All three Operating Departments would like to make
a hi-rail trip over the property early in the
planning process and before heavy snow cover.




D. M. Cavanaugh
Page Two
December 16, 1982

Generally, the Departments arenot in a position to
assign a person to this project full time, and in
particular, to assign an individual to be considered
for supervision over this territory after acquisition,
without releaving the person selected. The request
was made to consider contracting recently retired
employees to develop the implementation plans.

Transportation requested verification of the location
and extent of CTC and the availability of former

Rock Island dispatchers. Chris Urban should be

able to do this.

Transportation also requested the development of
rosters of former Rock Island employees by craft.
While the general consensus is that adequate ex-
perienced personnel will be available in all crafts,
knowledge of the availability of former Rock Island
employees might have a bearing on our approach to
contract negotiations., Several sources of rosters
of former Rock Island employees were suggested:

The Railroad Retirement Board, The Rock Island
Trustee's Office and local contacts. Direct
request of the organizations was considered pre-
mature.

Leary
Peterson
Barker
Warner
Fletcher
Ness




December 10, 1982

To: T. M. Beckley o
From: D. J. Boyéf%f%V§§rw

Re: Rock Island Study - December 7 and &
i : - ——

The trip was stimulated by an impromptu visit to the Soo
Line offices recently by W. F. Bannon of the Des Moines
Union and the Iowa Transfer of Des Moines, Iowa.

W. F. Bannon met Joe Darling and myself at 9:00 a.m. at the

Des Moines air terminal. We were taken through Des Moines

proper to view the layout of railroads serving the Des Moines
area and all interchange locations between those carriers.

We next went directly downtown to the offices of the Des Moines
Union where we were joined by P. J. Rickershauer, District Sales
Manager of Norfolk & Western. Discussion continued as to the
positions of the Des Moines Union and the Norfolk & Western with
respect to the potential acquisition of Rock Island mainline by
the Soo from Minneapolis to Kansas City.

Following is a summary of discussion points:

(1) DMU is owned equally by the Milwaukee and the
and the Norfolk & Western.

(2) Chicago & North Western does not cooperate with
the DMU or the Norfolk & Western.

(3) Norfolk & Western has just offered the Milwaukee
an unknown amount for the Milwaukee one-half interest
in the DMU.

(4) Norfolk & Western made available a comprehensive
study which contained detailed traffic and operational
data. Soo retained this information overnight to review
and take notes. Joe Darling to report on this material
in a separate report.

(5) Norfolk & Western district sales manager suggested
Soo contact Mr. Larry T. Rasche, Director of Market Re-
search, Roanoke, Virginia. Norfolk & Western has recently
completed a traffic study by this individual for north-




T. M. Beckley
December 10, 1982
Page Two

bound commodities which are of interest. It appeared that

the Norfolk & Western wishes to expand the Des Moines op-

eration as a long haul point for northbound movements. The
Soo should explore for interest.

At Noon a meeting at the Marriott Hotel downtown was held with
Scott Bannister, attorney with the firm of Bump and Hoesemeyer.
Bannister is the attorney for the Royal to Palmer Shippers Group.
Royal to Palmer group has contacted and is negotiating with the
Illinois Central Gulf for operation and service of their line.

The ICG may not provide the best route for the shippers on the
line. The shipper group did not apply for bank financing because
of the cost of money which would render the program prohibitive.
Scott Bannister underscored the fact that the program as presently
established could not stand the payment of interest for financing
of the acquisition. The group would welcome Soo assistance. Scott
Bannister assisted L. Meyers in drafting the Milwaukee Bayard line
consortium and the BN agreement.

Next was a 2:15 p.m. meeting at the Chamber of Commerce of DesMoines.
The individuals with which we met were Mr. Mark Threlkeld, Director
of Industrial Development and a Mr. Chester Good, who heads the
local economic development area.

Results of the discussion were as follows:

(1) Des Moines has no major plan for revitalization of
the downtown area.

(2) Des Moines has no tax increment district or future
plan for such a district.

(3) A tax abatement program is in place and can be applied
for on an individual basis.,

(4) We received Rock Island communications and information
from the Chamber of Commerce office on several Rock Island
real properties which are for sale.

Mr. W. Bannon joined Dave Boyer and Joe Darling for dinner
Tuesday evening to continue discussions of the Des Moines area
industry.

Bannon picked up the Soo persons at motel for a visit to the
GMI and Agra Industries facility at Avon. The Chicago & North
Western switch crews spend about six hours per day at this in-
dustry location. Other facilities that could be directly ser-
viced by the Rock Island mainline operator were also visited.




T. M. Beckley
December 10, 1982
Page Three

At 10:00 a.m. Wednesday, a meeting was held with the staff of
the Iowa Des Moines National Bank downtown. Principal contact
was Mr. Thomas Ferris, Executive Vice President. A general re-
view of Soo activity and position to date with respect to ac-
quisition of Rock Island trackage was given. Additionally, a
general explanation of the two corporate plans of operation of
the grainline and mainline was made. Questions of the bank per-
sonnel relative to the dollar size of acquisition and expected
portions to be financed were answered in general numbers in
view of the incomplete negotiations at this time.

Responsive staff was very positive with the comment that the
Iowa Des Moines National Bank would like to handle the entire
transaction along with the other Northwest affiliate banks in
Towa.

Considerable time was taken to discuss with the Iowa Des Moines
staff the desire of Soo to dispose of real estate in greater

Des Moines area not needed in transportation activity. Mr. Ferris
stated the Hubble family does have a representative on the Board
of Directors and is the most active greater Des Moines rehabilita-
tion sponsor. He asked permission to bring the subject to the
Board of Directors attention and more specifically to the atten-
tion of the Hubble family interests. Mr. Ferris will report back
to the Soo on interest in this matter. As a note the Chicago &
North Western does not bank at this bank.

At 11:15 a.m. we called on the Bankers Trust of Des Moines. The
principal in the bank is Mr. Joseph Bognanna, Senior Vice Presi-
dent.

The reception was very good and positive toward the Soo acquisition
of Rock Island trackage. Bankers Trust was the Rock Island bank
location during operation. The Chicago & North Western does not
bank here. The discussion at Bankers Trust was not as attuned to
the specific acquisition events as was the staff of the Iowa

Des Moines bank. We were invited to lunch with Bankers Trust and
continued the discussion during the luncheon period. Mr. Dick
MeGuire, a former Soo employee, joined the group for lunch.

From 1:30 p.m. to 3:00 p.m. we were taken by Bannon of the Des Moines
Union to industries served by the Des Moines Union. Additionally, we
viewed the Chicago & North Western operation and industries served
by that railroad.

Bannon was tremendously helpful inasmuch as he is so familiar with
all operations within the area. He obviously would like to see the




T. M. Beckley
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Page Four

So0 succeed in acquisition.

Mr, Bannon stated that on Monday, December 6, J. W. Conlon had
met with all C&NW employees and union representatives during
the day and after work. The object was to give employees a "pep
talk" for C&NW acquisition and answer employee questions.

Operating information such as size of trains from the BN and
the Norfolk & Western into the Des Moines area was obtained and
will be reported on by Joe Darling. .y

i
As a result to the Des Moines area, I am impressed with industrial
activity as well as the volume of traffic which is originating
and terminating in the greater Des Moines area.

Att.

cc:D. M. Cavanaugh
Murlowski
Olsen
Darling




December 31, 1982

T. M. Beckley
D. M. Cavanaugh
R, L. Murlowski

Acquisition

1 have now obtained and attach a copy of the Chicago
ion to the ICC for

issue secur
of the Rock Island St.
The application was filed December 2 and is on
the C&NW and a company called Midwestern Railroad Properties,
Incorporated, which was formed August 13, 1981 to act as a
vehicle for the acquisition of Rock Island lines.

The securities proposed to be issued are described in
general terms starting on page 3 of the application. The
maximum amount proposed is 580 million to be issued either
by C&W or both C&NW and Midwestern Railroad Properties.

A description of the status of CNW negotiations with
Trustee Gibbons starts at page 10. They are described as
"progressing satisfactorily' and ''have reached a stage that
warrants the filing of this application." The form and amount
of securities to be issued are described as uncertain and
dependent upon (among other things) "the extent to which Mr.
Gibbons may accept extended payments' as well as upon the
results of negotiations C&NW intends to conduct with insti-
tutional lenders and underwriters. All of this detail is to
be forthcoming in a supplemental application. The asserted
purpose of the present application is, in part, to seek an
exemption from competitive bidding requirements.

Specific Rock Island line segments are listed starting
at page 12 and are grouped in two categories: those in which
there is a firm purchase interest and those in which there is
a contingent purchase interest. 717.8 miles are in the "firm
purchase' category while certain trackage in Altoona and West
Des Moines are in the "contingent' category. The latter group
totals 91.6 miles. More discussion of negotiations with the
Trustee follows. It is evident that C&NW has proposed issuing
securities to Mr. Gibbons in part payment and now believes
that firm financing commitments will help its negotiating
posture. The proceeds, however, are not necessarily to be
limited to acquisition and upgrading of the Rock Island lines.




You will be interested in the discussion starting at

One of the purposes sought to be achieved is the
to respond promptly O competing offers. The possibility

of Trustee participation in financing is also raised.

There is some possibly useful corporate and financial
information concerning the C&W appended to the application.
have attached copies of the C&W by-laws only to Mr. Beckley's
copy of this letter. 1 regret that the C&W financial infor-

mation did not reproduce well.

BDO/sjp
Attachment

ce: J. D. Darling
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Attachment

ce: M. D. Ross
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PRESIDENT EXPECTED TO SIGN RAIL MEASURES SOON

The United States Congress recently passed most of the provisions of a pending omni=- »
bus rail bill (H. R. 6308, Rail Safety Act of 1982) by means of incorporating the pro~
visions to the reauthorization of the Pipeline Safety Act (H. R. 3420).

In taking the December 20 action, the following rail provisions were approved: 1)
An additional $35 mtlllon in labor protechon funds were aufhorlzed for the Rock Islcnd
and Mllwaukee Roc ' ! si )

rche The United States chlway Association w empowered fo comiucf a
"valuation's udy of the Alaska Railroad. The State of Alaska was authorized to purchase
the federally owned railroad based upon the valuation set by United States Railway
Association and USRA has nine months to complete its valuation study. 4) The bill
authorized the construction of passenger corridors between Philadelphia and Atlantic
City, as well as between portions of upstate New York. 5) Finally, the bill author-
ized confinued funding of the preference share program through the year 1985, Of the
$55 million authorized, $40 million will be used for the East St. Louis project. The
balance of the funds will be divided between the Chicago RTA and the Dallas/Fort
Worth projects. : :

At the time of this printing, the legislation had been submitted to the President, and
although he hadn't signed it yet, he is expected to.

ANOTHER POSSIBLE ICC CANDIDATE

Recent reports indicate that Jane Holt, an independent Washington, D. C., consultant,
is being considered by President Reagan as a possible candidate for a seat on the Inter-
state Commerce Commission. If nominated and confirmed Holt, a Democrat, would
likely fill the Democratic seat now held by Vice Chairman Reginald E. Gilliam, Jr.

At the present time Mrs. Holt, 37, is a consultant with the Office of Technology
Assessment, which is a quasi-independent Congressional support agency. She has been
involved in a recent study on the feasibility of high-speed passenger rail service in the
United States. Holt has also worked as a consultant for the United States Railway
Association.,

OVERALL TRUCK SALES UP

According to figures recently released by the Motor Vehicle Manufacturers Association,
retail truck sales by. U. S. manufacturers in November were up 42.7 percent overall,
but sales of the heaviest trucks declined by 20.9 percent. The report noted that only
4,884 Class 8 trucks were sold during November, compared with 6,176 sold in Novem-
ber of 1981.

So far this year, there have been 68,440 Class 8 trucks sold--this compares with
92,396 for the corresponding period last year. The Association also said that "Sales
of Class 7 trucks were off .6 percent in November but the year-to-date sales figure
shows an increase of 23 percent over last year's figures."




December 29, 1982

. Cavanaugh
Smith
. Murlowski
. Ness

plication: Rock Island

It is important that we begin work now on the Federal
Railroad Administration loan application so that it can be
filed promptly in the event we are successful in acquiring
the Rock Island line to Kansas City. By letter dated
September 16, 1982, I supplied several of you with copies of
the regulations governing these applications. With this
letter I am supplying the regulations to those who did not
receive them previously. I am also supplying to everyone
a copy of guidelines supplied by the FRA with respect to
deferred maintenance. These guidelines may have applicability
in drafting our application.

In order to get work started, I am scheduling a
meeting 2:00 P.M. Monday, January 3, in the 8th floor Board
Room. This should be a meeting of the working group assigned
to do the actual preparation work. Those attending should
review the regulations before the meeting and be prepared to
raise questions of interpretation and participate in establish-
ment of schedules for completion. In order to intelligently
set schedules, a good understanding of the work required by
the regulations is essential.

Subpart A starting at page 245 of the regulations
deals with the specific requirements for the application itself,
The required exhibits start at Section 258.9 on page 2438,
Subpart B starting at page 253 discusses the standards for
evaluation and determination of the application. Obviously
if we expect success, we must gear the application to the
criteria in Subpart B.

You will recognize rather quickly that this will be
a lengthy and burdensome document. The rehabilitation work to
be done must be broken down and prioritized. Part of the
reason is that the FRA doles out the funds on a piecemeal
basis as portions of the work are completed. I am here listing
some of the provisions and identifying the department which
appears to have primary responsibility. This is subject to
correction and in any event, everyone should be familiar with
the entire application requirement.




Section 258.7, Title 49, Form and Content of Application

(a) (4) (1)
(4) (ii)
(4) (iii)
(4) (iv)

(4) (v)

(4) (vii)

(3)

(6)
(7)

(8)
(10)

(10) (1)
(10) (i1)

(10) (iii)

(10) (iv)

(10) (v)

(11)

Section 258.

Description of facilities
Identification of subparts
Financing requested

finish dates and
schedule

Start and
repayment
Estimated internal rate of return
Effect on energy consumption

Category of project (See
Section 258.27)

Contribution to safety

Alternate fund sources

Environmental impact

Management program to provide
essential services

Traffic base

Operating plans

Equipment and right of way
maintenance plans

Plans for rationalization of
marginal services

Facilities susceptible to consoli-
dation or coordination

Other appropriate information

9, Required Exhibits

(a) Exhibit

(b) Exhibit
service

A - Map

B (1) - Locomotive units out of

Engineering
Engineering
Engineering

Engineering and
Accounting

Accounting
Engineering,
Mechanical,
Transportation

All departments

Transportation

Accounting and
Executive

Engineering

All departments

Traffic

Transportation and

Traffic
Mechanical and
Engineering

All departments

All departments

All departments

Engineering

Mechanical




Exhibit B (2) - Freight cars out of Mechanical
service

Exhibit C and Items 1 thru 7 - Balance Accounting
sheet and other financial information

Exhibit D - Income statement Accounting

Exhibit E - Spread sheets showing effec- Accounting
tive assistance for 4 years

Exhibit F - Changes in financial position  Accounting

Exhibit G - Changes in financial position  Accounting
4 years subsequent to application

Exhibit H - Equipment proposed to be
rehabilitated

(1) - Locomotives Mechanical
(2) - Freight cars and other equipment Mechanical

Exhibit I (1) - Classification of lines Engineering
on which work will be done

Exhibit I (2) - Track class and other Engineering
information

Exhibit I (2)(i) - Method of rehabili- Engineering
tation

Exhibit I (2)(ii) - Cost of rehabilitation Engineering

Exhibit I (2)(iii) - Analysis of cost of Engineering and
facility improvement Accounting

Exhibit I (3) - Grade crossing information Engineering
Exhibit I (4) - Subdivision of work Engineering and

Accounting

BDO/sjp
Attachment

goit . M. Beckley
. H. Clay
. Leary
. Barker
. Peterson




Guidelines for Quantifying Work that Will
Reduce Deferred Maintenance on Railway
Facilities under Section 505 of the 4R Act

BACKGROUND

Regulations regarding applications for financial assistance under section
505 of the Railroad Revitalization and Regulatory Reform Act of 1976 (4R
Act) specify that redeemable preference shares whose proceeds are
expended solely to reduce the level of deferred maintenance on facilities
will have a dividend and redemption schedule resulting in a yield which,
expressed as an annual percentage rate from the date of issuance of such
shares, shall be as follows:

"In the case of shares whose proceeds are to be expended solely to
reduce the level of deferred maintenance on facilities, equal to

the applicant's average rate of return on total capital, as defined
in section 505(a)(5) of the Act, for the three fiscal years preceding
the date of submission of the application, except where the public
interest in financing the project warrants a lower yield;

In the case of shares whose proceeds result in no reduction in the
level of deferred maintenance on facilities, equal to the cost of
money to the government, except where the public interest in financing
the project warrants a lower yield;

In all other cases, equal to a weighted average yield determined by

applying the yields obtained in paragraphs (b)(i{) (A) and (B) of
this section to the appropriate portions of the total project cost;

In no event shall the yield under this subparagraph (ii) be lower
than the minimum permissible yield determinable under section
506(a)(3) and (4) of the Act. Section 258.25(b) of the Regulations,
42 Fed. Reg 28985 (June 6, 1977)."

The need to distinguish between deferred and nondeferred maintenance is
essential to implement fully section 506(a)(5) of the 4R Act, which
states:




"The proceeds from the issuance of which are to be expended solely
to reduce the deferred maintenance on facilities, shall in no event
yield (a) less than the minimum permissible yield determinable in
accordance with paragraphs (3) and (4) of this subsection, nor (b)
more than such railroad's rate of return on total capital (repre-
sented by the ratio which such carrier's net income, including
interest on long-term debt, bore to the sum of the average share-
holders equity, long-term debt and accumulated deferred income tax
credits for the three fiscal years preceding the date of submission
of the application) as determined in accordance with the uniform
system of accounts promuigated by the Commission in those cases in
which such rate of return exceeded such minimum permissible yield."

The guidelines establish two types of criteria: the specific guidelines
which identify those parts of proposed expenditures which reduce deferred
maintenance resulting from track and/or structural deterioration through
rehabilitation of facilities and supplemental guidelines which identify
deferred improvements which should be implemented to eliminate redundant
facilities, accommodate technical obsolescence and special maintenance
requirements and provide for current and projected levels of traffic.

The classification of work to reduce deferred maintenance or implement
deferred improvements contained in the guidelines that follow gives

priority to reduction of existing deficiencies that restrict an applicant's
ability to provide essential rail freight service. This is consistent
with the following statement on deferred maintenance published in the
preamble to the proposed section 505 evaluation standards.

"For the purpose of this section, deferred maintenance is defined
as the accumulated physical deterioration in the component parta of
a railroad facility, as defined in section 501(3) of the Act, as
amended, which causes that facility to fail to meet the standard
reasonably necessary to provide adequate freight and passenger
services. The amount of the deferred maintenance that exists on a
Jine is therefore related to the type and density of traffic and
the desired quality of service, as well as the previous condition
of the facility.

The assessment of the physical condition or remaining useful life

of the component parts of a facility and the amount of deferred
maintenance in a facility must be based on engineering and maintenance
practices customary in the industry. The determination must be

made by professionally qualified railroad engineers and managers,
projecting the quantities and types of work necessary to restore

the facility to a condition adequate to meet current service
requirements. The Administrator will review the applicant's sub-
mittal in this regard and carefully examine the methodology and
assumptions used to calculate the amount and type of deferred
maintenance associated with a project." 42 Fed. Reg. 4662 (January 25,

1977)
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DEFINITION AND APPLICATION

While the item, "deferred maintenance" has been variously defined depending
on the nature of its application, it can be used to describe the deteri-
oration or deficiencies in the physical condition of a specific facility
or item of equipment, or collectively to several units of property, at a
specific time. Deferred maintenance is customarily quantified in terms

of estimated cost to restore, reconstruct, rehabilitate, or improve
facilities or equipment to some previous or higher level to accommodate
the present level of utilization.

The definition appearing in the preamble to the regulations dated
January 25, 1977, is a broad interpretation of the concept of deferred
maintenance. However, the definition does not include as deferred
maintenance every element of work, and the associated expenditures, that
an application might include in complete rehabilitation or improvement
to facilities. The level of deferred maintenance is related to:

Physical deterioration of the property that has occurred prior to
the time of proposed funding.

Source of component failures and reasons why the property does not
meet operating requirements for current traffic density levels.

Current and projected level of utilization required (quality,
reliability and quantity of rail service) including elimination of
redundant facilities where appropriate. ¢

A1l track rehabilitation projects include to some extent the following
categories of component replacement, and rehabilitation or correction of
existing deficiencies. The specific guidelines distinguish between
deferred and nondeferred maintenance in each of the following categories:

rail

ties

turnouts

baliast, including cleaning, restoration, replacement or addition

subgrade (stabilization or restoration)

road crossings

bridges, tunnels and drainage structures

signals, interlocking and communication facilities

drainage systems

vegetation control ; .

surfacing related to accomplishment of work in the above categories

miscellaneous maintenance, including bolt tightening, anchor
reapplication, rail grinding, etc.

yard and terminal facilities
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For purpose of applying the guidelines, traffic density and tonnage as
well as directional flow of traffic for each track in multiple track
territory on which work is to be performed will be considered. The
existing or prospective conditions associated with each track entity
will apply only to that track rather than to the route.

SUPPLEMENTAL GUIDELINES

Where main line tracks defining a route or segment of a route are to be
rehabilitated, sidings, side tracks and other trackage which are shown
to be integral parts of the route and which provide operating support
necessary to the route will be considered eligible for rehabilitation or
improvement as a part of the project as deferred maintenance.

In situations where redundant facilities are to be eliminated through a
process of reconfiguration and removal of facilities, such work will be
considered a reduction in deferred maintenance if the applicant demonstrates.
that costs of the proposed reconfigured facilities and removal of redundant
facilities would be no greater than costs of reducing deferred maintenance

in existing facilities. :

In projects where technical obsolescence of existing facilities precludes
rehabilitation by replacement in kind, the work will be considered a
reduction in deferred maintenance if replacement of the existing facil-
ities or systems is not technologically feasible and the proposed facilities
are the most economical means of providing essential rail service.

The cost of rehabilitating and/or improving facilities in lieu of interim
short-term repairs in order to maintain scheduled track speeds in
localized track segments may be considered as a deferred maintenance
expenditure where substandard conditions causing excessive maintenance
costs can be identified and cost benefits of corrective action proposed
can be stated.

In projects where traffic1 is shown to be greater than the operating
capability of a line or line segment, costs of improvements including

but not limited to improved control systems, longer sidings, reconfigured
interlockings, Centralized Traffic Control, additional trackage may be
considered as deferred improvement expenditures.

In each of the aforementioned cases applicant must provide detailed
documentation necessary to substantiate his case. Where improvement
projects are involved the following criteria must be met:

lurpaffic" as used in these guidelines is defined as that which is existing
currently or will be generated within a specific time frame.
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Improvement Projects - In order to establish the eligibility of
certain rail improvement projects for inclusion in Title V agree-
ments at rates lower than the Government's cost of borrowing the
following condition must be met:

The capital improvement project(s) is part of an overall
program to reduce deferred maintenance and is essential to a
Title V project achieving acceptable operating and engineering
standards (ICC Class I Railroads) through the elimination of
obsolete or substandard operating conditions.

SPECIFIC GUIDELINES

I. RAIL

Expenditures to replace rail will be deemed to reduce deferred maintenance
when one or more of the following conditions are present in the project:

Slow orders restricting maximum allowable speeds below speed
requirements for current and prospective service levels directly
attributable to rail defects, wear, age, or condition.

Rail in place is inadequate to handle applicable type and density
of traffic at the maximum speed determined necessary for efficient

operation.

Jointed rail of any weight may be renewed at 250 million gross tons
regardless of rail condition for the purpose of cropping, welding

and cascading to another location within a negotiated period of its
release to a specific location which meets criteria established in

the guidelines.

Rail in place that has been subjected to at least 75 percent of its
first stage service life based on the applicant's standard practice,
but not less than 400 million gross tons for rail sections over
100#/yd and 250 million gross tons for 100#/yd and lighter.

Each applicant will be expected to recommend whether to use new or
reusable secondhand rail and the rail sections considered appropriate to
reduce deferred maintenance. The maximum replacement rail section that
will be considered justifiable under typical operating conditions expected
to be encountered are as follows:
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*Weight of Rail Not to
Annual Tonnage Exceed Pounds Per Yard

Less than 5 MGT secondhand rail of any weight

5 to 10 MGT New 100 RE or secondhand rail of
any weight

10 to 20 MGT New 119 RE or secondhand rail of
any weight

20 and over MGT New 140 RE or secondhand rail of
any weight

*Track segments carrying heavy cars qualify for special consideration
depending on circumstances of the specific project.

A.

DEFERRED MAINTENANCE EXPENDITURES

When rail replacements are consistent with the criteria set forth
above, deferred maintenance expenditures will include the following:

i

B.

Rail of the same size and quality now in place or the minimum
size and quality adequate for traffic density, tonnage and
rail service being provided as determined in accordance with
criteria set forth in the foregoing.

Material associated with rail renewal (including additional
anchors), including costs incident to continuous welded rail.

Appropriate plates and other track material to accommodate
replacement rail section.

surfacing, signals and grade crossing work directly required
by the rail relay procedures.

Such other work as necessary to be consistent with good
maintenance practice relative to rail replacement, including
rail grinding.

OTHER EXPENDITURES

A11 other expenditures related to replacement of rail will be

considered nondeferred maintenance, rehabilitation, or improvement.
These include, but are not limited to the following costs:

1.

Incremental costs of new rail heavier than justified under
current traffic levels.

Costs associated with renewal of rail in territories experiencing
a high rate of service and detected failure where such failures
have not resulted in long-term speed restrictions (more than

six months duration) except as otherwise set forth in the
supplemental guidelines.




Other track material costs associated with items above.

Subgrade, ties, grade crossings, ballast, surfacing associated
with items above unless meeting the criteria set forth in
other sections for deferred maintenance.

11. IS

Expenditures to replace ties will be considered as deferred maintenance
expenditures in those locations where timetable speed restriction and
posted slow orders in effect result in maximum allowable speeds below
speed requirements for current and prospective service levels, directly
attributable to defective ties or where tie renewals have not been made
within the railroads normal tie renewal cycle even though slow orders
have not been posted.

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures in connection with tie replacements for purpose of
reducing deferred maintenance will include the following:

1. Ties required to be replaced in order to restore the track to
a condition adequate for service requirements and maximum
allowable speeds deemed essential by applicant but not to
exceed the number of ties described as "Defective" by part (b)
and required for support of rail as prescribed in part (c) and
(d) gf paragraph 213.109 of FRA Track Safety Standards (Defective
Ties).

Additional "Defective" ties not to exceed the number required
to meet applicant's documented cycle maintenance schedule.

For example: not to exceed 500 ties/mile on a line having
3000 ties per mile with a 30-year tie life and a five-year
cycle maintenance schedule.

Defective ties, not to exceed the number of ties in one
maintenance cycle in track where renewals have not been made
within the normal tie renewal cycle established by the railroad
even though speed restrictions are not yet in effect.

Additional and/or replacement anchors necessary to meet the
applicant's standard practices in the project area.

Appropriate tie plates for new ties where consistent with
applicant's standard practices of replacing plates on new ties
in regular maintenance programs in project area.




Other track material necessary to conform to the applicant's
standard practices for work comparable to project.

Surfacing, grade crossing and related work directly required
by the tie replacement operation.

Such other work as is necessary to be consistent with good
maintenance practice relative to tie replacement.

B. OTHER EXPENDITURES

A1l other expenditures related to replacement of ties will be
considered nondeferred maintenance, rehabilitation or improvement
including, but not 1imited to the following:

1. Ties in addition to those defined above deemed necessary by
applicant to be replaced for rehabilitation or improvement of
the facility.

Larger size timber ties or more costly nontimber ties account
inventory practices or technical standards adopted by the
applicant in excess of minimum requirements for traffic level.

Other track material costs associated with the foregoing.
Rail, ballast, grade crossings, subgrade, surfacing and related
work associated with the foregoing where no deferred maintenance
is present in the project.

III. TURNOUTS

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures for replacement of switches, frogs and other turnout
components including ties will be deemed to reduce deferred maintenance
when one or more of the following conditions exist:

1. Slow orders below speed requirements for current or prospective
service levels are in existence directly attributable to
defects, wear, age or condition.

Section or number (No. 8, 10, 15, 20, etc.) of turnouts must
be changed for compatibility in connection with other work
categorized as deferred maintenance, such as rail renewal.

Surfacing, 1ining, ballast cleaning and such other work as is
necessary to be consistent with good maintenance practice
relative to renewal of turnouts.




Renewal associated with procedures implemented to correct
other deferred maintenance conditions such as replacement of
fouled ballast or correction of a poor subgrade condition.

B. OTHER EXPENDITURES

A1l other expenditures related to replacement of turnouts will be
considered nondeferred maintenance, rehabilitation or improvement
jncluding, but not limited to, the following:

1. Replacements as part of applicant's normal maintenance program.

2. Replacements to accommodate inventory practices or technical
standards adopted by applicant in excess of minimum require-
ments for traffic levels.

Replacements as part of other work categorized as rehabilitation
or improvement such as reconfiguration of an interlocking
plant or restructuring of system except as otherwise set forth

in these guidelines.

IV. BALLAST

Expenditures to clean, replace or add ballast will be deemed to reduce
deferred maintenance where the following conditions are present:

1. Slow orders lower than maximum speed deemed necessary by
applicant for current service levels are in effect exclusively
attributable to inadequate ballast conditon.

Track cannot be maintained to handle traffic at the maximum
speed determined necessary for efficient operation exclusively
attributable to inadaequate ballast condition.

A. DEFERRED MAINTENANCE EXPENDITURES

when ballast cleaning, replacement or additions are appropriate for
reasons set forth above, deferred maintenance expenditures will include
but not be limited to the following:

R T P 9

1. Undercutting or sledding to remove dirt or fouled ballast and
permit replacement of the quantities of cleaned or new material
necessary to restore the track to a condition adequate for
current service requirements based on documented project
jnvestigation and engineering analysis, including consideration
of physical circumstances at site, operating speeds, traffic
density, and extent to which the track is subjected to heavy
axle loads. New material greater than eight inches in depth
below bottom of final tie grade will not be considered necessary
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to reduce deferred maintenance except for specific locations
or routes where a greater depth, not to exceed 12 inches of
new and reclaimed ballast is shown to be necessary due to
exposure to heavy axle loads (in excess of 8 MGT annually),
inability of railroad to obtain stone or slag ballast meeting
AREA specifications on line, or other special circumstances.

Where undercutting or sledding is not involved, additional
quantities of new ballast of quality standards required to
restore track to a condition that will accommodate applicant's
projected cycle maintenance program in project area, but not
in excess of four inches of new material below bottom of final
tie grade.

Where shoulder and/or crib cleaning only is involved, or where
the ballast shoulder is inadequate, additional quantitites of
new ballast to restore track to the railroad's standard cross-
section for ballast.

B. OTHER EXPENDITURES

A1l other expenditures associated with ballast will be considered
as costs for nondeferred maintenance.

V.  SUBGRADE

Expenditures to correct unsatisfactory conditions in, on or about the
subgrade including, but not 1imited to, such facilities as cuts, fills,
cross drains, longitudinal drains, french drains, side ditches, slopes,
and embankments will be deemed to reduce deferred maintenance when one
or more of the following conditions are present:

Unstable conditions resulting from inability of the subgrade to
withstand forces imposed by wheel loads of traffic and rail service
being provided.

Cross drains, longitudinal drains, french drains or others are
obstructed and prevent free flow of surface and ground water due to

 deterioration, failure or by a long-term accumulation of debris,
dirt, silt, or vegetation.

Slopes are eroded as the result of insufficient or inadequately
maintained systems for collection and drainage of surface water.

Ditches and berms are obstructed by a long-term accumulation of
dirt, debris or vegetation so as to prevent a free flow of surface
and ground water.
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A. DEFERRED MAINTENANCE EXPENDITURES

When subgrade work is for reasons set forth above, deferred maintenance
expenditures will jnclude but not be limited to:

1. Geotechnical analysis of unstable subgrade to determine
appropriate remedial action.

Appropriate remedial action to stabilize subgrade as determined
through a geotechnical analysis. ‘

Constructing, cleaning, restoring, and/or relocating ditches
and berms.

Repair of long-term erosion damage and elimination of the
condition that caused it.

5. Engineering incident to work described above.

B. OTHER MAINTENANCE

A1l other expenditures associated with the subgrade will be considered
as costs for nondeferred maintenance.

VI. ROAD CROSSINGS

Expenditures to rebuild or rehabilitate road crossings will be considered
deferred maintenance where current condition or construction is substandard
for rail or highway purposes and/or where work is related to rail, tie or
other rehabilitation, categorized as deferred maintenance in other sections.

A. DEFERRED MAINTENANCE EXPENDITURES

When grade crossing rebuilding or rehabilitation is appropriate for
the reasons set forth above, deferred maintenance expenditures will also

include:
1. Correction of drainage defects in the vicinity of the crossing.

Welding of the rail in the crossing.

2
3. Correction of subgrade defects in the vicinity of the crossing.
4

Correction of vegetation problems in the vicinity of the
crossing resulting from inadequate maintenance.

Correction of visibility defects in the vicinity of the
crossing resulting from inadequate maintenance.
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Adjustments to and replacement of component parts of existing
grade-crossing protection.

Installation of additional or higher standard grade crossing
portection by order of a local, state or Federal regulatory
agency to the extent not funded from other public appropriations.

B. OTHER EXPENDITURES

A11 other expenditures related to the replacement crossing will be
considered nondeferred maintenance rehabilitation or improvement
including, but not limited to, the following costs:

1. Work associated with rail or tie projects not deemed to
reduce deferred maintenance.

2. Work scheduled to be performed as part of the applicant's
cycle maintenance program.

Crossings of different design or larger size more costly than
the existing crossing unless the existing crossing is substandard

for rail or highway traffic.

VII. BRIDGES, TUNNELS AND DRAINAGE STRUCTURES

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures to restore bridges, tunnels and drainage structures
will be deemed to reduce deferred maintenance under one Or more of the

following circumstances:

1. Component and/or complete replacement in-kind where necessary
to remove railroad slow orders in effect because of structural

deterioration or damage.

Component or complete replacement with an jmproved design
where it can be shown that heavy axle load or other circum-
stances are causing accelerated wear and deterioration of the

structure.

Component or complete replacement jn-kind necessary to eliminate
existing railroad load or size restriction below standards for

route involved to provide for prospective traffic.

Maintenance and repairs to structural components of railroad
structures postponed beyond applicant's documented cycle
maintenance schedule.
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That portion of total replacement cost equivalent to 1 and 3
above where replacement structures of different design are
proposed and where the project does not qualify under 2
above.

Painting structural members or entire structures subjected to
corrosive conditions detrimental to load capacity of steel
structures.

Emergency repairs to highway bridge structures necessary to
meet traffic requirements to extent of applicant's contractual
obligations.

B. OTHER EXPENDITURES

A1l other expenditures to repair or replace bridges, tunnels or
drainage structures will be considered nondeferred maintenance, rehabili-
tation or improvement, including but not limited to, the following:

1. Replacement cost in excess of 4 above.

2. Replacement of structures scheduled under applicant's normal

budgeted replacement program account of expiration of useful
service 1ife, obsolescence, or environmental considerations.

Repairs performed as part of applicant's normal maintenance
schedule.

4. Painting all or part of a structure for asthetic purposes.

VIII. SIGNALS, INTERLOCKING & COMMUNICATION FACILITIES

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures to repair or replace components of the existing signal
system will be considered deferred mantenance when one or more of the
following conditions exist:
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1. Failures occurring in the signal, jnterlockings or communication
system resulting in delays to or creating a hazard to train
operation.
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Work is required as a component part of other work categorized
as deferred maintenance such as rail or tie replacements,
surfacing or subgrade maintenance.
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Replacement of existing temporary or emergency-type instal-
lations considered inadequate for traffic.

. . Maintenance and replacement of components to restore facilities
to a level that can be maintained with normal service 1ife
cycle replacements. :
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Replacement of facilities to the extent that replacement costs
do not exceed cost of rehabilitating an existing functional
system except as provided for under Supplemental Guidelines.

B. OTHER EXPENDITURES

A11 other expenditures related to maintenace or replacement of
component parts of existing facilities and/or installation of new or
additional facilities will be deemed as nondeferred maintenance expenditures,
except as otherwise set forth in these guidelines.

IX. DRAINAGE SYSTEMS

Expenditures for correction of drainage systems associated with bridges
and cross drainage structures, subgrade, ballast and road crossings are
covered in sections relating to these jtems. This section covers other
drainage systems. :

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures to correct current deficiencies in operation of drainage
systems contributing to erosion, flooding, muddy track, accelerated
deterioration of ties and ballast, subgrade instability, signal malfunctions,
and environmental pollution will be considered deferred maintenance.

Work to be funded as deferred maintenance may jnclude but is not limited
to:

Ditch cleaning and widening through cuts.

Excavation and structures for improvement of water courses.

Restoring and expanding culvert drainage systems.

Restoring and protecting embankment and slopes.

B. OTHER EXPENDITURES

A1l other expenditures related to improvement in drainage systems
be deemed as nondeferred maintenance expenditures.

SURFACING
A.  DEFERRED MAINTENANCE EXPENDITURES

Expenditures for surfacing performed, in connection with other work
categorized as deferred maintenance such as rail replacement, tie
replacement, ballast replacement will be considered deferred maintenance.




B. OTHER EXPENDITURES

Surfacing, as an independent operation, unrelated to other work
deemed to reduce deferred maintenance will be considered as a part
of the applicant's normal cycle maintenance, rehabilitation or improve-
ment schedule unless otherwise indicated by special circumstances.

XII. MISCELLANEQUS MAINTENANCE

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures for track maintenance of a cyclical or irregular
frequency such as bolt tightening, joint straightening, anchor reappli-
cation, rail grinding or other special operations will be deemed to
reduce deferred maintenance when the following conditions are present in
the project:

1. Slow orders restricting allowable speeds below speed requirements
for current service levels are directly attributable to deficiencies
to be corrected.

Deficiencies to be corrected are part of a project involving
other categories of work classified as deferred maintenance
such as tie replacement, surfacing, ballast upgrading, subgrade
stabilizing, rail renewal, etc.

B. OTHER EXPENDITURES

Expenditures for work of this type performed as part of applicant's
normal cycle maintenance program will be considered as nondeferred
maintenance expenditure.

XIII. YARD AND TERMINAL FACILITIES

Guidelines will be applied to yards and terminals as operating entities
and not in terms of operating components such as rail, ties, ballast,
etc., for the purpose of quantifying work deemed to contribute to a
reduction of deferred maintenance.

Expenditures to rehabilitate and improve yard and/or terminal facilities
will qualify for low cost funding as deferred maintenance when the
following conditions are present in the project:

-The facility is located on and is considered to be an integral
part of the operating characteristics of the 1ine or route, being
rehabilitated to improve the level of service with funds provided
under Title V of the 4R Act or with other funds.




-Rehabilitation or improvement of the facility is important
to the efficient processing of traffic through the facility and
will result in increased operating capability.

-The physical condition of facility components is such that their
renewal, rehabilitation or other improvement is necessary to
assure efficient, reliable operation of the yard or terminal
facility in conjunction with the route or routes which the facility

supports.

-Rehabilitation or improvement of the facility or consolidated
facilities will not result in a net increase in trackage except
as provided for under Supplemental Guidelines.

A. DEFERRED MAINTENANCE EXPENDITURES

When rehabilitation or improvement of yard and/or terminal facilities
js consistent with the criteria set forth above, deferred maintenance
expenditures will include, but not be limited to:

Rehabilitation, relocation, restoration or renewal of operating
appurtenances, including, but not limited to, rail, ties, OTM,
turnouts and rail crossings, ballast, drainage pipes, ditches,
culverts, catch basins, signals, communications and control systems,
air lines, pole lines, power lines, flood lights, switch heaters,
retarders, track gradients, lubricators, and other components of a
yard or terminal facility.

B. OTHER EXPENDITURES

A11 other expenditures related to improvement of a yard or terminal
facility will be considered nondeferred maintenance. These include, but
are not limited to, the following costs:

1. Cost of the net increase in trackage, over and above that in
place in the existing facility except as provided for under
Supplemental Guidelines.

Costs associated with construction, rehabilitation, restoration
or renewal of trackage, beyond the clearance point of a turnout,
whose main purpose is to serve a private industry except where
suchkcosts are driven by work being performed on the main

track.

Costs associated with construction, rehabilitation, restoration

or renewal of facilities which are not associated with or do

20t have a direct impact on the related line improvement being
unded. _ i

Normal maintenance costs associated with the operation of a
yard or terminal facility having the operational capability of
servicing applicable levels of traffic. ... .ospepmma ey os




XII1. VEGETATION CONTROL

Expenditures to implement brush and vegetation removal will be considered
deferred maintenance when performed as an essential element of other
work deemed to reduce deferred maintenance including but not limited to
tie or rail replacement, ballast renewal, embankment restoration and
stabilization, road crossing restoration, bridge and drainage projects.

A. DEFERRED MAINTENANCE EXPENDITURES

Expenditures to correct conditions attributable to deficient levels of
vegetation control in the past will be deemed to reduce deferred maintenance
including but not limited to:

1. Clearing of signal and communication lines.

2. Improving sight distances approaching signals, signs, markers and
grade crossings where maintenance has been inadequate.

Clearing vegetation which has become a fire hazard to railroad
structures.

Clearing vegetation-from track or ditches where drainage is
impeded.

Clearing walkways and work areas.

Clearing vegetation from track and right-of-way if such vegetation
prevents detailed inspection of track or train.

B. OTHER EXPENDITURES

Expenditures to continue regu1ar periodical brush and vegetation control
on a recurring basis will be deemed as nondeferred maintenance expenditures.
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o0 The Scnate and House December 20 passed

NITL NOTICI

between 70,000 and 80,000 pounds GVW - §1,200
per vear plus $40 per 1,000 pounds in excess of
70.000: and. for vehicles weighing more than
80,000 pounds GVW - §1.600.

On Julv 1. 1986, the maximum tax would
be mcreascd 1o $1.700. On July 1, 1987, the
maximum tax would be ncreased to $1,800.
On July 1, 1988, the maximum tax would in-
crease to $1.900. No mtormation is now avail-
able on how taxes would be mcreased for vehicles
weighmg less than 80,000 pounds GVW,

Provides a one-year delay in the phase-in
of these taxes for ileets of five or less trucks.
If a truck is revired from service during the year
because ot accident or thett, provides for a pro-
rated refund of user taxes.

Creates certain exemptions from these taxes
including one tor less than 5,000 miles per year
of highway usc. .

LARGE TRUCK STUDY - Empowers DOT,
in conjunction with the states and after receiving
public comment, to submit a detailed report on
the benefirs and costs of permitting larger trucks,
up to a maximum of 110 feet long and weighing
80,000 pounds GVW, to operate over certain
tederal highways. This study 1s to be submitted
to Congress within 18 months after enactment
of this legislation.

SPLASH AND SPRAY SUPPRESSANT DE-
VICES - Empowers DOT to set regulations to:
(1) within one year atter enactment, set standards
for performance and stallation of splash and
spray suppressant devices: (2) within two years
after enactment. require all new truck tractors,
trailers, and semitrailers to be equipped with de-
vices meeting those DOT requirements; and,
(3) within five years after enactment, require
all such equipment to be fitted with these de-
vices.

55 MPH SPEED LIMIT STUDY - Requires
DOT, in cooperation with the National Academy
ot Sciences, 10 comprehensively study and inves-
tigate: (1) the benetits of the 55 mile per hour
speed hmit: and, (2) whether states’ laws are a
substanuial deterrant to violations of this federal
limit. This report, with recommendations, is to
be submutted to Congress within 12 months
after enactment ot this legislation.

NATIONAL PUBLIC WORKS INVENTORY
AND ASSESSMENT Requires DOT to. based
on existing and relevant data, design and prepare
a national public works mventory and assessment
study. It authorizes $3 million for this purpose.

“;\" QA“

CONGRESS PASSES RAIL MEASURES

most ot the provisions of a pending omnibus rail
measure, H R 63038, Rail Satety Act of 1982,
by incorporauing them into the reauthorization
of the Pipcline Safety Act.

In passing H R. 3420, Pipeline Safety Act of
1982, Congress took the following action in the

T -346-

December 23, 1982

rail area:

- Authorized an additional $35 million n
labor protection funds for the Rock Island and
Milwaukee Road railroads.

- Empowered the Interstate Commerce Cong
mission to settle valuation deputes  between
the trustee of the Rock Island and interested

¢ purchasers.

- Empowered the United States Railway
Association to conduct a valuation study of the
Alaska Railroad. The State of Alaska will be
allowed to purchase the federally owned railroad
based upon the valuation set by USRA. USRA
has nine months to complete its valuation study

- Authorized the construction of passenger
corridors between Philadelphia and Atlantic City
as well as between portions of upstate New York.

- Continued funding of the preference share
program through 1985. Of the $55 million autho
rized, $40 million would be used for the Fas
St. Louis project, with the remaimnder to be splil
between the Chicago RTA and the Dallas/Fort
Worth project.

The measure has been submitted to the Presi-
dent and he is expected to sign it.

HOUSE SETS 1983 SCHEDULE

The House has tentatively set its work schedule
for 1983. According to the schedule released by
the Office of the Majority Whip. the House will
be in Washington and in the district as tollows:

January 3 - Convenes in Washington.

January 8-24 - District work period.

January 25 - February 10 - Washigton work
period.

February 11-13 - Lincoln district work period.

February 14-17 - Washington work period

February 18-21 - George Washington district
work period.

February 22- March 24 - Washington woik
period.

March 25-April 4 - Easter district work period.

April 5-May 26 - Washington wotk period.

May 27-31 - Memorial Day district work
period.

June 1-30 - Washington work period.

July 1-10 - Independence Day district work
period.

July 11-August 12 - Washington work period.

August 13-September 11 - August/Labor Day
district work period.

September 12-15 - Washington work period.

September 16-18 - Yom Kipper district work
period.

September 19-October 11 - Washington work
period.

October 12-16 - Columbus Day district work
period.

October 17-28 - Washington work period.

October 28 - target adjournment date for
first session.
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, ROCK ISLAND & NO. .75 B 2697
RAILROAD COMPANY,

Debtor.

XCERPT OF PROCEEDINGS

haéd in the above-entitled cause before

MC GARR, Chief Judge cf said Court,

the United States Courthouse, Chicago,
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June &, 1282, &t 2 ¢ 00 c.mO.




THE COURT: 1In terms of the public interest, SW

which the customers would prefer as long as there's:service.-

That does not weigh very heavily upon me as & consideration.
Secondly, I'm concerned basically with t
interest of the estate. Ls obvious

while it bulks heavily in 21l o

in this instance secondary to the means which will obtain

the greatest return for the bankrupt“estatajwithout violating
the rights of anybody involved in this business process..
I have talked in the past aboﬁt my diss;tis-
Taction with T hat ' ] fox
¢ confirmation
that one before the.Court,

on two ©or three occasions -- which i 1l I remember

Wen e i g

-- we had & bidding process and I became an azuctioneer.

Then I instructed the Trustee that we hagd
to terminate that process, because I had & sense of ineguity-
and misgiving about allowing a good faith negotiation to goa{
over great length of ‘time with the expenditure of time;éhdygf
commitment -- sometimes the arranging of financing by the
parties ~-- and then have & last minute bidé come in to upset

all thecse plans.

On the other side ©of that proposiiion, however,

.

is the edvantage and the necessity of obtaininc the advantage




the highest possible bid.
coday, I have granted the petition. =

the 'Trustee's motion to withdraw the petitio or thetszle . .

Loghe

f the initial segment that we were talking about. - That
leaves us in the presence of at least, at the moment, two

‘known interested parties ~-- the Milwaukee ané the Northwestern
i TR
-- in the whole segment -- by "the whole segment, " I-.amy 72

talking about Washington to Clinton -- whatever rights the

-

Rock Island has in that segment and whatever “rack and rezl

estate 1t owns in that gsegment, and if there is some problem

as to the Rock Island's operating rights between Davenport

Ciinton ., =i bidder wno gets them is going to have to
is buyingc into that
that should be a consi-'

it-has been in the minds of t'lose

parties interested in bidding. |

So the guestion boils down <o wheﬁher;there
should be a whole new auction, forgetting the
Milwaukee has made -- entered into a contract for part and.
negotiated for another part, or whether' there is some eguit-
able right in the Milwaukee which has *+o be recognized in
the exercise of my discretion ntrel ehi rocess.

I do recognize hat whatever happens
the interest of +the Rock Island is best served by +he salergf

segment, the whole line, and that is so overriding




circumstance
involve thet, which i
withdraw the offer for t ‘segment.
n stand now that we have a Chicago
crthwestern offer of $16.5 million for +the whole segment.
I understand that correctly. I would authcrize thel?;gs;ee,@

-

o : R e e

to accept that offer-subject only to the
the Milwaukee, befofe June 2%th, makes =z
valié and es : ive in every respect
Northwesterr ; that the total

is directory -- I would direct the Trustee

+he Milwaukee offer.

ma
now entitles it to ti degree of security
0f the bidding process and negotiations it | had up until
now, so‘the Milwaukee can go back to their bankruptecy judge
and say i1f they can meet this offer and exceesd it, that they
will get the approval of the court, and, if ndt,‘the'bid’will
go to the Northwestern for the amount that has elready been

granted.

Can you do that before June 29th? Can«ygu i

wouldn't care to




up and come in.
We will .noti

MR. WHEELER:
move it as guickly as we can.
The petition of the Trustee
has asked that I autho;i;g

B %
PR-5%s!

TEZ COURT:
the extent + t the !
without 3 tc the rights ©f the Mil-
Tt
' R
I think +the .announcement I made “ig. b
- o ,"'" J:;"'T’t. 13 ,-‘-;_‘1, !

S S .0

cral auction
thus far, and

waukee

woulc yvou Graw some sScrt of o-des

Yes, J willl
Dreop that sof£.
Rll right, out with
the excerptliofs’

proceedings had in the above-

entitled czuse on +he day and

date aforesaid.)

IS .
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ﬂ% THE UNITED STATES DIS
NCRTHERN DISTRICT OF
EASTERN DIVISION

I THE MATTER OF:

CHEICAGO, ROCK ISLAND &
FACIFIC RAILROAD COMPANY,

Debtor.

TRANSCRIPT OF PROCEEDINGS

bad in the zbove-entitled matter before the HONORASL
FRANK J. MC GARR, Chief Judge of said Court, in nis
courtroom in the United States Courthouse, Chicago,
Illincis, on Wednesday, July 14, 1982, 2t +the hour of

10:00 o'ecleck 2.m.

WILLIAMS, MANOS, RUTSTEIN,
GOLDFARE & SHARP, LTD,
(140 Soush Dearborn Stre
Chicago, Illinois 60603
MR. NICHOLAS G. MANOS

et,
) s

D v

gppeared on behalf of the
MR..0, L. EOUTS
(332 South Michigan Avenue
Chicago, Illinois 60604)

appeared on behalf of the Rock Lsland;




GCLDBERG & KOEN,
(“10~Ccntinenta
55 East
Chicago,

MR . TERRY

appeared on bheha

L1

MR., WILLIAM C. SIPPEL
Assistant General Sclicitor
(516 West Jackson Boulevard
Chicago, Illinois 60606)
pe

a2 on beha 0
S nd Pec c

ed
ul

mpany

1l rezl ezt at Dowds,

unctive rellef; and petition for

of sale of railroagd line.

THE COURT: Mr. Manos, I have the impression

going to be brief. Am I right?

MR. MANOS: Yes your Honor,

it would probabdly

TEE COURT: Well,

the end of the call.

Milwaukec

ta ke




following furither

had herein:)

75 B 2667, in matier of Chicago, Rock

Railroad Company.

Counsel -- excuse me
(Whereupon,
maviers on
the follewing
were had herein:)

THE COURT: Rock Island.

R. MANOS Your Honor, three matters
are presented. I believe the t celled ¢h
of the szle ©f real estzte

'HE COUR Right.

ME. MANCS: Your Honor

It's only $1,800. 1It's one zcre of land, however, the lang

is not being purchased by the lessee in possession, and
consequently notice has been given to the Attorney Generzal
of Iowa and to the lessee in possession, There 1= 2 stand-
ing objection that has been made by the

your Eonor will recall, just on June

made under a statute which seeks to Preempt your

authority to decree and supervise the c.f the Rock

Islzndé properties.

» this matter is of smzll dollars.



The Attorney
will recell, i i ‘ . ‘ riel within
the thirty-d i ne nc mancate on nim

4 4
-

. We ¥novw of no objecticn that is being made to
E

speclfic tramsaction by the Attorney Generzl, no

heard from bim.
We again, in this
e decreed free and clear of
sertl pursuznt to
we be authorized to continue %to do so
involved with the State of Iowa, unless andé until +

ttorney General of the State of Iowa files ¢ memorandum

%)

egnc the Couri determines that i doesn't have the power <0

THE COURT And the usual noitice has been given in
case”?

MANO3: " Yes, 1t has.

COURT' All right. The petition

order. Wait until I fingd it.

MANCS: That would be Order 486, your Honor.

COURT: All right. I have numbereg i+ 486 andg

next, Mr. Manos?
The next matter, your Honor,

the clerk is the Trustee's petition




the Johnsons. The Johnscns hav
vitle in the State of ==
THE C ¢ Scmewbere in Illinois, as I remember.
MR. MANOS Your Honor, I beliecve it's 1in lowe.
in Jowa.
TEE COURT: All right.
Suit to quiet title.

they did mot come to

modilflcetion of the zu

Johnson was in on

MR. MANOS: They have fileg
Court which seeks
They believe that the state court
matter. We zre resist this on
¢ apply first to
cmatic restrains,.

Now, this 1s of great significance, your Honor,

for the following reason. The complaint

been
he -State of Iowa states, inter

operty

¢ & conseguence of your Honor's decision of June 2,

which decreed total a2bandonment. The Trustee believes

that this is of such 2 profound




of

n

volvegd

Judgment

S
4T

-~ -
“ [V

June 2, 1980, as

ope righ

Conssqguse

this Court for 2
can
bhere under

whether the Iowsz

modification of

THE COURT:

!

attorney

Fal

0o this

MR. MANOS:

We have examinegd

Proceeding.
COURT:
MANOE
COURT

MATWOS:

restreint

the thousands

where

should be done

as

+

then determine whether it wishes to hear

the exercise of

an

reversion may

ES
u

ol this <{ype

houléd bpe dete

8

to the effect of its own order o

-

to what ¢ abandonment

S are concerned.

u

Pl
4

tly, i1f the Johnsons

modification of <he order,

the metier

its exclusive Jurisdiction,

Court shoulé hezar

ieve for

L

first app

the restraint.

Have you given notice to Mr, Johnsons'

petition

We have been conferring wi

-

o
ae

his correspondence. hes

Does he heve notice orf

Absolutely.

bl " r~
A1l righ

-
Loe

Now we are asking, Four

Honer,

t be entered, a2nd if he sees

resulted insofar



the Court
with respect
THE COURT:
T number is
MR. MANOQOS:
THE COURT:
Norman, or
merely limiting
court.

MR. MANOS:

PoeNer: - eetery <hen came 1n and made an offer »

your Honor then decreeg if bty & certein date the Milwauiteer

Road woul¢ SHDPOVE the offer that had been mzde by the -




Northwesterfi, the: the direction of the Tpust
fECNECEs the lmproved bid of the Milwaukee Rozd, zng
comé to this Court for a preliminar

tract and the procedure that involves

Commerce Commissicn.

In fact, this has occurred. AHENNIIRZEkee Road

¢id come in, your Honor, > whi in the Trustee's

Amproved bid that hzs been made Dy the Trustee of the
Milwaukee Road, Mr. Oglivie -- who

was, for the sum of

ebout te
Gibbecns, nzEpstatetmshens Position«thaet im

SHENFNEEIRTSY. the vid - - SHENEEEE bid of Mr. Oglivie,

indeed, 1s not an improvement on their %iﬁ-i.million oifep

DEGEuS® under the terms of their = they say, for

the five years, that 1.5 percent over prime for the-




your Honor,
heving reacé of
here recently, and having b ; cans

that have been made ce

banks in the Chicego.ares, AEEEGEGEGEGCGCGGE—

18 excescdingly arprehe

-

the banks

Trustee
of the
under the authority

might note here

authorized Trustee Oglivie <+o pPay the 'sum of $17 million

in cash 2zt closing immediately upon

coeurt, and to do so without any

by Judge McMillen. Consequently,
Or & censummation immedizit

erstzte Commerce Cemmissicn ang Your

which we recommend be set




the hour

THE COURT: Well, I'11 ask them, anyon

comment on this, I'd be glad to hear them

one? You've heard Mr. Manos's Presentation.

Mr. Meorit
MORITZ:

One,

ol the

Cocé¢ meraning, your Hono
the Milwzukee Trustee.
1 would like to endor
They were very accurate ¥ stete
urge upon t Court that the Milwzukee is
pared to go forward with this transaction

2s possitle ancd close this transaction on

Thank ‘you, your Honcr.

r L




The Septembe cgate,

have chosen for the consummation?
MR. MANOS: It is = recommended fcor
this Court. ion then could be made
after that dazte, or whenever the --
CCURT According to my present plens, I won't be
on the 1lst%t The Tth will be , ;8

to make 3

THE COURT:
status.
MR. MANOS:
Interstate Commerce Commission?
MR. SIPPEL:
If it turns out that
cver to the 7th.

MR. MANOS: Fine, your Honor.

TEE COURT What wes that order numdber, Mr

MR. MANOS: That would be L88.




You have

gll Fight?

MR. MATQCS Thank you, Tvour Hopor

- .

TEE. COURT: Anything else up this morning?
g

MR. MANOS: Nothing.

(Which were 211 <he procesdings

cause pencding before
on the dey ané dazte

eforementicned.)
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Chierf Judge of saig Court, in

States Courthouse, Chicago, Illinois, on Wednes
eéported stencgraphnic

ranscript, consi n 2

ive, is true ané correct.




December 23, 1982

Ts
g

M, Beckley
M. Cavanaugh
H. Clay

H. Smith

L. Murlowski
J. Boyer

D, Darling

I attach a copy of the ¥ “Tat bi-mo :
t ForsthenperisdvendingnOetobermdd. The report notes
that the deadline for filing a plan of reorganization was
extended upon the Court's own motion '"in the best interests
of all parties" to January 5, 1983. I am advised that that
date has since been extended to sometime later in the month
of January, but have no written confirmation as yet.

Little is said about sale of the Twin Cities to
Kansas City line except that negotiations are continuing
with C&NW and also that Soo has submitted an offer.

BDO/sjp
Attachment
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ROCK TISLAND STUDY

OPERATING PLAN - ENGINEERING DEPARTMENT

Inspection

Preliminary Detailed

Information & Data

Records, Maps, Plans, Etc.

Optg. Data

S14. 0rd; "&.Cleay.

Mech. Organization Plan

Transp. Pers, Equip, Mat'l

Labor Agreements

Personnel Acquisition (Line & Staff)

Terms of RI Purchase

Availibility Assignment Placement

Equipment Acquisition

(Equipment)

Terms of RI Purchase

Req'n & P,O, Delivery & Assignment

Material Acquisition

(Material)

State & Federal

Req'n & P.O. Delivery

Rehabilitation Plan

Participation

Plans & Estimates Authorization

90 l 150

DAYS

Eng'r Dept.
Dec. 22, 1982




Minneapolis - December 21, 1982

MEMO
By: C. J. Urban

Re: Rock Island

This morning on December 20, 1982 I had a phone conversation with Mr, Arlie
H. Bender. Mr. Bender was the Manager of Rules on the Rock Island Railroad
up until the end of the Rock Island in 1980, His background,for twelve years
he was an operator and train dispatcher on the old Chicago Great Western in
the region from the Twin Cities down to Kansas City from 1937 to 1949 and he
was with the Rock Island from 1949 up until 1980 serving as a dispatcher and
then as the head Rules man on the Rock Island, When the Rock Island ended

in 1980 Mr, Bender became the first trick train dispatcher on the Cotton Belt
in April of 1980, working in the Kansas City disptachers office, Arlie will
retire on January 15, 1983, I also might add that Mr. Bender actively parti-
cipated in the writing of the approximately first half of the General Code of
Operating Rules, This covered a period of about three years until the Rock

Island ceased its operation at which time Arlie then became a train dispatcher
on the Cotton Belt,

When I first asked Arlie his personal opinion of the possibility of the Soco
Line Railroad taking over the Rock Island to Kansas City his first reaction
was to say, '""Halleluah', He couldn't have been more pleased to hear that the
Soo Line was interested in making this move as opposed to the North Western
taking over the operation in this area,

Following are some comments that I received from Arlie regarding the Rock
Island operation as he knew it before the Rock Island ceased operation in 1980:

Regarding crew changes - crews operated between Inver Grove and Manly, Iowa

then between Manly and Des Moines, between Des Moines and Trenton and between
Trenton and Kansas City., Des Moines was the away from home terminal for crews
coming out of Manly and also for crews coming out of Trenton, After the Chicago
North Western began operating this portion of the Rock Island, Arlie mentioned
that the North Western tried to operate crews all the way through between Des
Moines and Kansas City. However, they just couldn't do it because of track
conditions. They did an awful lot of dog catching. Also he said that the

sidings were in very rough shape and they were also too short. He noted parti-
cularly that there were no good sidings between Des Moines and Allerton.

Between Polo and West Wye in Kansas City the joint trackage with the Milwaukee
Road, the railroad used to operate on an alternating basis every five years as

to who had control of this stretch of track, When I asked Arlie if he felt that
the Milwaukee Road stuck any of the Rock Island trains when they had the operation
in their control he stated, no, he felt that the handling of Rock Island trains in
this corridor was fair and impartial on the part of the Milwaukee,




Arlie stated that there are only two good sidings between Iowa Falls and Des
Moines, He felt there would be no problem running through Des Moines if
consideration were to be given for a crew running between Iowa Falls and
Trenton,

Regarding the Kansas City Terminal operation itself he stated that the

Rock used to have problems trying to get from West Wye into their own Armour-
dale Yard running over the Kansas City Southern and the KCT, He noted that
the Santa Fe seemed to get perference over everybody else on the Kansas City
Terminal, Another problem area was he stated that they used to get killed
crossing over the Missouri Pacific just south of West Wye, The MP would use
this as a switching lead quite often and this meant serious delays to Rock
Island trains moving south out of West Wye, Trains did move quite well in
the CTC portion though between Polo and West Wye.

Regarding Manly Yard, Arlie stated this is an old M&StL Line which ran from
Northwood to Albert Lea. The Rock had this on a 99 year lease. Manly Yard
was built by the Rock Island, The Rock Island also had a small yard at Mason

City of approximately 4 or 5 tracks the longest track holding approximately
50 cars,

Another note regarding the operation of the Kansas City Terminal area, Arlie
stated that you could figure a good hour to move from West Wye over the KCS
and the KCT to get to the Rock Island's Armourdale Yard.

Regarding the subject of operators, the only Rock Island operators between
Mason City and Des Moines were a Agent/Operator position at Nevada and Hampton,
Chicago North Western gave them their orders out of Mason City for all movements
south in the ABS territory to Des Moines, At Iowa Falls the Rock had no opera-
tors since they were able to utilize the 24 hour services of the ICG operators
at the interlocking at Iowa Falls, This ICG operator could be used to hoop up
train orders to both north and southbound trains operating between Des Moines
and Mason City. This Iowa Falls operator was also utilized to fix up trains
going out on the branch lines in either direction out of Iowa Falls, There was
also an operator at Esterville to fix up trains in the northwestern regions of
the state, As far as operators go between Mason City or Manly and the Twin
Cities their were only Agent/Operator positions at Owatonna and at Albert Lea.
However, these were not needed for train orders. At Des Moines the Rock Island
had 24 hour service, 7 days a week with its own operators. These operators
fixed up trains with train orders leaving northbound in the ABS territory
between Des Moines and Mason City and they fixed up southbound trains going to
Kansas City with orders for the ABS portion between Carlisle and Allerton,
Allerton, of course being the beginning of CTC, There was an agent at Allerton,
however he was not utilized to any degree for train order work since southbound
trains were entering CTC and the northbound trains out of Allerton in the ABS
territory were already fixed up with train orders with the operator from Trenton.

Trenton was the next station with Rock Island operators and these were 24 hours,
7 days a week,

Regarding the dispatching forces, Arlie said that with today's business levels

he felt that one train dispatcher could easily handle all of the traffic between
Kansas City and Minneapolis.




Regarding the small stretch between Manly and Mason City the Rock had to
operate over the Chicago North Western timetable & rules, At one time
the Rock wanted to take over this section from Clearlake Jct. to Manly
and CTC it, However, this never materialized,

Regarding the staffing of this portion, Arlie stated that there was a
Superintendent and Asst, Superintendent at Des Moines. These men also
handled all of the branches east and west out of Des Moines, There was
an Asst, Superintendent at Inver Grove., His territory went down to Manly
and included the Manly terminal. There was a roadmaster stationed at
Manly and another roadmaster stationed at Des Moines. A trainmaster also
at Inver Grove whose responsibility went down to Albert Lea and there was
a traimmaster/road foreman at Des Moines who handled Des Moines to Mason
City. A trainmaster and a road foreman at Trenton and there was a train-
master at Esterville,

Another comment Arlie had about the Kansas City Terminal area as far as

Soo Line making connection with the MKT he stated that the Katie was always
at the mercy of the Frisco when they operated from Kansas City to Payola,

It seems they were always at odds with the Frisco on the dispatching
procedures and the MKl trains were taking a beating. He doesn't know whether
this would exist any more now under the Burlington Northern control, He
figured the Kansas City Southern was the best route for moving in and out

of the Kansas City Terminal,

Regarding communications and CTC, he furnished the following: There was
basically only local radio coverage south of Des Moines, There was not

much in the way of the radio system at all between Des Moines and Kansas
City. There were only two remote control stations, that being Allerton and
Trenton, North of Des Moines the communication was a little bit better

with controlled radio stations at Owatonna, Albert Lea, Manly and one other
station which Arlie couldn't remember at the time, The dispatcher circuit

is an old physical circuit and again south of Des Moines especially they had
many problems with brush and rain, This raised trouble with the phones and
even with the CTC system. South of Des Moines they even had the problem of
some false clears in the field in the CTC signaling, At one time they had

to take part of the CTC out of service simply so they could cut all the brush
and trees out of the phone lines and the CTC lines. 1In some areas the pole
line disappeared completely into the woods according to Arlie, On another
note, Arlie made a comment that the Iowa DOT spent an awful lot of money
rehabilitating some of the line especially the northwest branch line area
and that the DOT of Iowa does not like the Chicago North Western because of
their service which was poor and at one time they encouraged the Kamsas City
Southern to take over from Kansas City to Iowa Falls and on up to Esterville,

Regarding Manly and depending on where the 99 year lease rides Arlie mentioned
that the roundhouse facility is no longer available, however, there is a two
stall diesel house at Manly and there is still a yard at Manly with a depot
which isn't in too good of shape however, there is a yard office or locker
room area which is fairly new construction and in pretty good shape should any
thoughts be entertained about using Manly as a terminal. As far as running
crews from Trenton on into Kansas City and return all within one tour of duty
this would be a questionable item since it would be at the mercy of the Milw.
Road between Polo and Birmingham.  And then there is the possibility of yard
congestion getting in and out of Knoche Yard, putting the train away then

getting on a new train, making an air test and then again encountering possible
yard congestion in trying to depart the Kansas City Terminal area and then

£
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back again for the approximately 80 mile return trip to Trenton. Whether
this could be made 160 miles round trip in a 12 hour span, it would be
questionable,

I feel that Arlie Bender would be a good source for any additional information
should we deem it necessary and up until January 15th he works first trick
7:30 AM to 3:30 PM as train dispatcher from Wednesday through Sunday which
means he is available for consultation anytime on Monday and Tuesday and after
January 15th according to him we are more than welcome to obtain any and all

the information we can from him and after January 15th this will be on a full
time basis since he will then be retired,

CJU/kls

ce: C. Leary
M. Short
K. Cramer
Benz, Jr,
D. Darling—"




December 17, 1982

TO: D. M. Cavanaugh

ing PV W5
FROM: J. D. Darling E;P
tu

RE: Rock Island S y

Les Holland and Harvey Sims called yesterday.

They reiterated what you had told me about the Rock Island
settlement of back taxes, IRFA and past rehabilitation funding.
It will be six months before the Iowa Supreme Court rules on
the suit brought by the counties over the appropriation of
back taxes by IRFA. Past rehabilitation funds apparently
total $2.5 million, up from past estimates of $1 million.

Iowa has accepted repayment of these rehabilitation funds

and should receive them shortly. One curiosity, this makes
this money first time around instead of second time around

as would have been the case if we had inherited the debt.

The trackage rights issue, IRRC on C&NW between McClellan
and Council Bluffs, has been sent to Judge McGarr by the
Circuit Court in Chicago. A ruling is not expected %¥or
six to twelve months.

One thing, Les and Harvey both felt that we would improve

our position relative to last minute bidding by the C&NW if

we got the Trustee to go to the Bankruptcy Court with our

offer first. They felt that the fact that we were first to come
to Court, rather than the C&NW being the current operator

or having made the first offer to the Trustee, would give us
the last bid in Court. They will try to send us a copy

of the actual proceedings in Court in the contested MILW
acquisition of the Davenport - Washington line, but if they

do not have it, it is public record in Chicago.

JDD/ jmz




December 16, 1982

TO: D. M. Cavanaugh

FROM: J. D. Darling —oo

RE : Rock Island Study

A meeting was held at’10:00 a.m. on Wednesday, December 15, 1982,
in the Third Floor Conferencé Room. Those copied below
and myself were in attendance.

The following activities will be progressed for further
review during the first week of 1983:

e Tom Fletcher will coordinate the development
of a pert chart for initiation of operations
within 180 days.

Tom Fletcher will prepare data to simulate train
operations on the main line between Minneapolis
and Kansas City. Cliff Leary would like to

have Chris Urban develop current slow orders to
incorporate in these simulations, Chris Urban
would also review these simulations as an aide to
verifying the proposed locations of main line
crew terminals,

The Transportation Department would like to
review the Traffic Department surveys and pro-
jections in detail to verify switching and

way freight requirements and terminal locations.
The Mechanical Department also needs access to
the Traffic projections to plan the location and
number of their staffing. The Traffic pro-
jections are expected within a week,

Proposed trainmen and enginemen agreements
will be finalized.

The Accounting Department was requested to
reflect the Iowa Falls Gateway carloadings and
. empty returns on their chart of cars originating
- and terminating at main line points.

Other topics of discussion were:
All three Operating Departments would like to make

a hi-rail trip over the property early in the
planning process and before heavy snow cover,




D. M. Cavanaugh
Page Two
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Generally, the Departments arenot in a position to
assign a person to this project full time, and in
particular, to assign an individual to be considered
for supervision over this territory after acquisition,
without releaving the person selected. The request
was made to consider contracting recently retired
employees to develop the implementation plans.

Transportation requested verification of the location
and extent of CTC and the availability of former

Rock Island dispatchers. Chris Urban should be

able to do this.

Transportation also requested the development of
rosters of former Rock Island employees by craft.
While the general consensus is that adequate ex-
perienced personnel will be available in all crafts,
knowledge of the availability of former Rock Island
employees might have a bearing on our approach to
contract negotiations. Several sources of rosters
of former Rock Island employees were suggested:

The Railroad Retirement Board, The Rock Island
Trustee's Office and local contacts. Direct
request of the organizations was considered pre-
mature.

Leary
Peterson
Barker
Warner
Fletcher
Ness










o ) \
>l C\

-
4

>

" “‘LJF"‘A .G
I 4 / ~




December 14, 1982

Leary
Barker
Peterson
. Warner
. Ness
Darling

Cavanaugh ;EfWKL'
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Island Study
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December 13, 1982 File: GC-102 - Grain

Thomas M. Beckley

08/l

Ray H. Smith/*

Grain Shipping Projections - Your December 1, 1982,
letter.

Although there were extensive pockets in the northern prairies
of sprout-damaged wheat caused by an early frost this past fall,
I do not believe the damage in terms of total Canadian wheat
production (a record crop) will frustrate Canada's export ob-
jectives. I would say that they will have no difficulty in sell-
ing the USSR all the wheat it wants and grading to export stan-
dards. Incidentally, U.S. millers are finding that the sprout-
damaged wheat, which does not meet Canada's export grades, is
perfectly suitable for flour milling and we have participated

in some movement of Canada wheats from Thunder Bay into termi-
nal storage positions in Minneapolis. We expect further move-
ment to flour millers. Pillsbury, with mills at Springfield,
Illinois, and St. Louis is interested.

Hard red winter wheats at Kansas City and spring wheats at Min-

neapolis are trading currently at about the same cash price.
Unless a premium should develop at Kansas City for hard red
winters caused by Gulf demand from non-USSR importers, I doubt
that any sales we may make in the current crop year to Russia
will consist of any substantial gquantity of springs. Hard red
winters, of course, are a good milling wheat. Canada springs
could be blended with the winters to raise the protein content
to whatever gluten standards the Russian consumer may have, as-
suming that he is allowed any selectivity.

USSR is a notorious price buyer. It will buy some U.S. wheats
in the contract year ending September 30, 1983, under the one
year extension of the agreement, which requires purchasing a
minimum of six million tons of U.S. wheat and feed grains.

Hard red winters at the Gulf are currently Russia's best buy.

Copy to: D. M. Cavanaugh
C. H. Clay

W. D. Martino
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December 10, 1982

i K R. H. Smith ‘
From: «D. J. Boyerr—\%ﬁ@eﬁ

Re: Rock Island Study
December 7-8 trip to Des Moines, Iowa

Directly after the above trip to Des Moines,J. Darling and
myself discussed our trip with you. In accordance, the N&W
individual to contact is Mr. Larry T. Rasche, Director of
Market Research, Roanoke, Va. Telephone (703) 981-4000.

The above individual is reported to be in possession of a
very recently completed study by N&W of NB commodities.

cc: T. M. Beckley
J. D. Darling




December ‘10, 1982

20 T. M. Beckley o
From: .U. J. Boy@iﬁi NN

Re: Rock Island Study - December 7 and 8
Des Moines, Iowa Trip

The trip was stimulated by an impromptu visit to the Soo
Line offices recently by W. F. Bannon of the Des Moines
Union and the Iowa Transfer of Des Moines, Iowa.

W. F. Bannon met Joe Darling and myself at 9:00 a.m. at the

Des Moines air terminal. We were taken through Des Moines

proper to view the layout of railroads serving the Des Moines
area and all interchange locations between those carriers.

We next went directly downtown to the offices of the Des Moines
Union where we were joined by P. J. Rickershauer, District Sales
Manager of Norfolk & Western. Discussion continued as to the
positions of the Des Moines Union and the Norfolk & Western with
respect to the potential acquisition of Rock Island mainline by
the Soo from Minneapolis to Kansas City.

Following is a summary of discussion points:

(1) DMU is owned equally by the Milwaukee and the
and the Norfolk & Western.

(2) Chicago & North Western does not cooperate with
the DMU or the Norfolk & Western.

(3) Norfolk & Western has just offered the Milwaukee
an unknown amount  for the Milwaukee one-half interest
in the DMU.

(4) Norfolk & Western made available a comprehensive
study which contained detailed traffic and operational
data. Soo retained this information overnight to review
and take notes. Joe Darling to report on this material
in a separate report.

(5) Norfolk & Western district sales manager suggested
Soo contact Mr. Larry T. Rasche, Director of Market Re-
search, Roanoke, Virginia. Norfolk & Western has recently
completed a traffic study by this individual for north-
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bound commodities which are of interest. It appeared that

the Norfolk & Western wishes to expand the Des Moines op-

eration as a long haul point for northbound movements. The
Soo should explore for interest.

At Noon a meeting at the Marriott Hotel downtown was held with
Scott Bannister, attorney with the firm of Bump and Hoesemeyer.
Bannister is the attorney for the Royal to Palmer Shippers Group.
Royal to Palmer group has contacted and is negotiating with the
Illinois Central Gulf for operation and service of their line.

The ICG may not provide the best route for the shippers on the
line. The shipper group did not apply for bank financing because
of the cost of money which would render the program prohibitive.
Scott Bannister underscored the fact that the program as presently
established could not stand the payment of interest for financing
of the acquisition. The group would welcome Soo assistance. Scott
Bannister assisted L. Meyers in drafting the Milwaukee Bayard line
consortium and the BN agreement.

Next was a 2:15 p.m. meeting at the Chamber of Commerce of DesMoines.
The individuals with which we met were Mr. Mark Threlkeld, Director
of Industrial Development and a Mr. Chester Good, who heads the
local economic development area.

Results of the discussion were as follows:

(1) Des Moines has no major plan for revitalization of
the downtown area.

(2) Des Moines has no tax increment district or future
plan for such a district.

(3) A tax abatement program is in place and can be applied
for on an individual basis.

(4) We received Rock Island communications and information
from the Chamber of Commerce office on several Rock Island
real properties which are for sale.

Mr. W. Bannon joined Dave Boyer and Joe Darling for dinner
Tuesday evening to continue discussions of the Des Moines area
industry.

Bannon picked up the Soo persons at motel for a visit to the
GMI and Agra Industries facility at Avon. The Chicago & North
Western switch crews spend about six hours per day at this in-
dustry location. Other facilities that could be directly ser-
viced by the Rock Island mainline operator were also visited.
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At 10:00 a.m. Wednesday, a meeting was held with the staff of
the Iowa Des Moines National Bank downtown. Principal contact
was Mr. Thomas Ferris, Executive Vice President. A general re-
view of Soo activity and position to date with respect to ac-
quisition of Rock Island trackage was given. Additionally, a
general explanation of the two corporate plans of operation of
the grainline and mainline was made. Questions of the bank per-
sonnel relative to the dollar size of acquisition and expected
portions to be financed were answered in general numbers in
view of the incomplete negotiations at this time.

Responsive staff was very positive with the comment that the
Iowa Des Moines National Bank would like to handle the entire
transaction along with the other Northwest affiliate banks in
Iowa. '

Considerable time was taken to discuss with the Iowa Des Moines
staff the desire of Soo to dispose of real estate in greater

Des Moines area not needed in transportation activity. Mr. Ferris
stated the Hubble family does have a representative on the Board
of Directors and is the most active greater Des Moines rehabilita-
tion sponsor. He asked permission to bring the subject to the
Board of Directors attention and more specifically to the atten-
tion of the Hubble family interests. Mr. Ferris will report back
to the Soo on interest in this matter. As a note the Chicago &
North Western does not bank at this bank.

At 11:15 a.m. we called on the Bankers Trust of Des Moines. The
principal in the bank is Mr. Joseph Bognanna, Senior Vice Presi-
dent.

The reception was very good and positive toward the Soo acquisition
of Rock Island trackage. Bankers Trust was the Rock Island bank
location during operation. The Chicago & North Western does not
bank here. The discussion -at Bankers Trust was not as attuned to
the specific acquisition events as was the staff of the Iowa

Des Moines bank. We were invited to lunch with Bankers Trust and
continued the discussion during the luncheon period. Mr. Dick
McGuire, a former Soo employee, joined the group for lunch.

From 1:30 p.m. to 3:00 p.m. we were taken by Bannon of the Des Moines
Union to industries served by the Des Moines Union. Additionally, we
viewed the Chicago & North Western operation and industries served
by that railroad.

Bannon was tremendously helpful inasmuch as he is so familiar with
all operations within the area. He obviously would like to see the
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Soo succeed in acquisition.

Mr. Bannon stated that on Monday, December 6, J. W. Conlon had
met with all C&NW employees and union representatives during
the day and after work. The object was to give employees a "pep
talk" for C&NW acquisition and answer employee questions.

Operating information such as size of trains from the BN and
the Norfolk & Western into the Des Moines area was obtained and
will be reported on by Joe Darling.p{

P
As a result to the Des Moines area, I am impressed with industrial
activity as well as the volume of traffic which is originating
and terminating in the greater Des Moines area.

Att.

cc: D. M. Cavanaugh
Murlowski
Olsen
Darling
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