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INTRODUCTION

_The'Committee; representlng various departmenté, has
underﬁaken'én assignment;calling for an analysis of various
mergér possibilibieé involvine the Union Pacific, Book Island,
and'Soutﬁérn Paoifio'railroads,-in a prelimipary attemnt bo
determine the effect on therﬁilwaukee of the most probable
form of reafrangement'bflfﬁe'properties of these oarriers..
There has been 1ndidétioh3tﬁat these merger studles and nego-
tlations will not be made public until formal application is
filed with the Interstate Commerce Commission. Such applica-
tion will reqpire'prompt action by all those affected by such
merger propoéal. The Cémmittee Has necessarily proceeded 1un
its gnélysis under the handioap of =a very substantial lack of
1nformat19n as to thé nétufe of the merger or mergeré which
may be proposed. From'the best availabie information, the
following assumption 1is made for the purpoées of this pre-
liminary study: |

The Unlon Pacific will seek to acquire.control of the
Rock Island, and thereafter will se11 to the Southern Pacific
that portion of the Rook Island Lines from Tucumcarl to Kansas
City and the lines south phereof. The Unilon Pacific will
simultaneously, or thereaftef; seek to merge the balauce of
Rock Tsland Lines into the Unlon Pacifio, and the above de-
scribed Rbck Island Lines to the Squﬁh will be:merged into

the Southern Pacific, thereby dismembering and abolishing the



| ROOK island.as a railroad. [Iherefore, in order to enable
thé.Milwaukee to act prbmptly in adopting a position to proQ
tect its interests in the event of application for .oue or more
of such mergers, ﬁhis report has béen prepafed. It will be
.--divided into five sections, dealing in turn with (1) these
‘rallroads and the Milwaukee.as they are today, (2) as thay
.might be oombined_undef the merger plan as assumed, (3) the
effects of such merger on the Milwaukee, (4) possible."oon—
‘ditioﬁs" for the Milwaukee to seek to counteract the effects
- of such mergers and conclusiouns as to the effectiveness of
such conditions, and (5) preliminary recommendation for posi-

.bion;tb be taken by the Milwaukee in such proceedings.

I.

A STATISTICAL ANALYSIS AND COMPARISON
OF THE RAILROADS TODAY

fThe following pages of bhis report are submitted to
present, without exteusive comment,.a statlistical compilation
indicating the financial and physical position of the Southern
Pacific, Union Pacific, Rock Island, and Milwaukee during re-
cent years. 1t should bse notéd that statiétical data for the
Southern Paocific includes tﬁe Northwestern Pacific Railroéd
Company, Pacific Electric Héilway Company, St. Louls South-
western Rallway Lines (Cottonbelt) énd Texas .& New Orleans
Railroad Company. Union Pacifio_reoords inclﬁde'the Spokane

International Railroad and'its half of the Camas Pralrie



Railroad.Company. Most of the significant indiéia of con-
dition are ﬁressnted whioh;.when'oonsidered along with the
map éﬁowing fhe:iines of eaoh of these ratlroads, will set
__the.stagé'for 2 consideration of the asSumedymefgers of_the

 Union Pabific_and Séubhern Pao1fio"w1th parts‘of the Rock

~Island.
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STATEMENT SHOWING TOTAL RALILWAY OPERATING REVENUES,

~ OTHER INCOME AND TOTAL OF BOTH FOR
S.P. €O., U.P. R.R. CO., C.R.I.& P. R.R. CO.
FOR THE YEARS 1953 TO 1962

TABLE 1

AND C.M.ST.F.& P. R.H. CO,

3* # C.R.I.& P, C.M.,St.P.& P,
Year S.P. Co, Uu.P. R.R. Co. R.R. Co. R.R. Co.
TOTAL RAILWAY OPERATING REVENUES

1953 4eeeennnnns $805,098,783 | $533,381,379 | $207,955,342 | $259,860,191
195L ceeess ceeee 711,275,435 485,041,511 187,062,645 237,744,639
1955 veeeaseses . 763,752,753 | 512,948,721 | 189,381,739 | 245,498,210
1956 vevevencnns 774,385,125 518,013,568 200,020,420 253,860,566
1957 ceeennncans 756,211,346 520,789,819 209,590,740 254,027,186
1958 veunnnn. eee | 734,575,635 | 508,884,894 | 207,883,953 | 244,262,808
1959 cevenscnnse 783,419,844, 519,268,386 219,453,607 242,041,825
1960 covuvenns .o 756,366,257 497,523,215 211,775,603 230,362,902
1961 veeeenesn .e 766,745,324 502,702,671 203,332,262 221,832,116
1962 tiiiinnenan 801,836,422 515,282,108 200,926,687 | 227,664,109
Average 10 Years | $765,366,692 | $511,383,627 | $203,738,300 | $241,715,455

OTHER INCOME

1953 ceeeeennnn .
1954

Average 10 Years

$ 55,608,560
34,398,717
28,589,998
20,764,951
30,108,033

33,194,546
35,411,775
35,457,089
33,144,880
32,851,518

$ 64,125,794
63,604,376
61,508,375
61,475,904
61,296,141

54,287,116
16,475,407
51,570,526
57,379,226
59,285,340

$ 1,080,466
1,185,241
1,147,363
1,262,578
1,237,129

1,960,075
3,372,948
4,590,856
3,354,240
3,513,113

$ 3,922,162
3,997,305
5,405,438
2,841,508 |
3,030,728

3,194,466
ey 394,436
Ly 134,069
3,681,226
3,942,131

$ 34,353,007

$ 58,100,821

$ 2,270,401

$ 3,854,347

TOTAL RAILWAY.OPERATING REVENUES AND OTHER INCOME

ooooooooooo

Average 10 Years

$860,707,343 | $597,507,173 | $209,035,808 | $263,782,353
745,674,152 548,645,887 188,247,886 241,741,944
792,342,751 | 574,457,096 | 190,529,102 250,903,648
799,150,076 579,489,472 | 201,282,998 256,702,074
786,319,379 | 582,085,960 | 210,827,869 | 257,057,914
767,770,181 | 563,172,010 209,844,028 247,457,274
818,831,619 565,743,793 222,826,555 246,436,261
791,823,346 | 549,093,741 216,366,459 234,496,971
799,890,204 | 560,081,897 | 206,686,502 225,513,342
834,687,940 | 574,567,448 204,439,800 231,606,240
$569,48L,448 | $206,008,701 | $245,569,802

$799,719,699

Source:

I.C.C. Annual Report Form A for 1962 prior years from Annual Report

on Transport Statistics in the U.S., I.C.C. (Blue Book).

#* Includes:

S.P. Co., Northwestern Pacific R.R. Co., Pacific Electric Ry.

Co., St. Louls bouthWestern Ry. Lines and Texas & New
Orleans R.R. Co,

# Includes:

5

U.P. R.R. Co. and Spokane International R.R.



STATEMENT SHOWING THE PERCENT OF COMBINED RAILWAY OPERATING REVENUES

AND OTHER INCOME REMAINING AS NET INCOME FOR
5.p. CO., U.P. R.R. CO., C.R.I.& P. R.R. CO. AND C.M.3T.P.& P, R.R. CO,

TABLE 11

FOR THE YEARS 1953 TO 1962

M # C.R.I.& P. | C.M.St.P.& P.
Year S.P. Co, U.P. R.R. Co, R.R. Co, R.R. Co.
TOTAL RAILWAY OPERATING REVENUES AND OTHER INCOME
1953 tieenencen . | $860,707,343 | $597,507,173 | $209,035,808 | $263,782,353
1954 vevennn. eee | TW5,674,152 | 548,645,887 | 188,247,886 | 241,741,944
1955 ceeennennn o |- 792,342,751 | 574,457,096 | 190,529,102 | 250,903,648
1956 ceienenn. .o 799,150,076 579,489,472 | 201,282,998 256,702,074
1957 eevnivinenns | 786,319,379 | 582,085,960 210,827,869 257,057,914
1958 .ivevn.n. .. 767,770,181 563,172,010 209,844,028 217,457,274
1959 ticiienenns 818,831,619 565,743,793 222,826,555, 246,436,261
1960 ceveennnnnn 791,823,346 549,093,741 216,366,459 234,496,971
196l veveeeene .e 799,890,204 560,081,897 206,686,502 225,513,342
1962 civevennn. . 834,687,940 574,567,448 204,439,800 231,606,240
Average 10 Years | $799,719,699 | $569,48L,448 | $206,008,701 | $245,569,802
NET INCOME
1953 teeennnnnn. $102,196,911 | $ 70,931,905 | § 25,912,087 | § 10,013,018
1954 veeenencaen 68,602,345 70,127,996 18,669,138 ‘9,904,459
1955 eeeiennnnnn 71,512,753 79,828,159 16,988,158 | 9,532,282
1956 vueieranene 60,131,264 79,080,290 15,721,819 8,485,914
1957 evernncnns 61,882,609 78,766,779 9,704,136 7,916,348
1958 tuvenvnnnns 62,923,305 78,311,359 - 8,201,057 8,379,057
1959 eeenenns .e 68,236,121 65,260,480 8,289,757 5,875,176
1960 veuiennnnn . 62,513,362 65,806,962 6,014,617 1,323,063
D 1961 eeeiieannn . 66,759,599 68,628,693 6,516,263 | 5,328,172
1962 Leeiiael. 76,202,949 83,364,228 6,578,058 2,655,443
.wverage 10 Years | $ 70,096,122 | $ 74,010,685 | $ 12,259,509 | $ 6,941,293

PERCENT OF COMBINED RAILWAY OPERATING REVENUES
AND OTHER INCOME REMAINING AS NET INCOME

1962 eeeecennsse

Averége 10 Years

11.87% 11.87% 12.40% 3.80%
9,20 12,78 9,92 4,10
9.03 13.90 8.92 3.80
7.52 13,65 7.81 3.31
7.87 13.53 4,60 3.08
8.20 13.91 3,91 3.39
8.33 11.54 3.72 2.38
7.89 11.98 2.78 - W56
8,35 12.25. 3.15 2.36
9.13 14.51 3,22 1.15
8.7TT% 13.00% 5.95% 2.83%

Source:

I.C.C. Annual Report Form A for 1962 prior years from Annual Report

on Transport Statistics in the U.S., I.C.C. (Blue Book).

% Includes:

S.P, Co., Northwestern Pacific R.R. Co., Pacific Electric Ry,

Co., St. Louis Southwestern Ry. Lines and Texas & New
' Orleans H.R. Co.
# Includes: U.P. R.R. Co. and Spokane International R.H,

-6~
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STATEMENT SHOWING NET RATLWAY OPERATING INCOME,
AVERAGE NET INVESTVMENT AND RATE OF RETURN FOR

S.pP.C0., U.P,RR.CO., C.R,I.& P.RR.CO. AND C.M.ST.P.& P. RR. CO.

FOR THE YEARS 1953 TO 1962

TABLE III

* # CoReTo& Po C.M.St,P.& P.
Year S.P.Co. U.P. R.R. Co. R.R. Co, R.R. Co.
NET RAILWAY OPERATING INCOME
1953 oivveenena| & 74,097,484 | & 29,515,025 | & 28,259,235 14,663,688
1954 cereeennens 57,663,341 30,221,169 20,753,674 14,568,518
1955 4evvenoese . 69,169,936 44,491,686 20,980,113 15,780,527
1956 teeieccce . 60,503,853 42,809,924 20,381,040 17,344,934
1957 eeeeenns .es 63,910,993 39,525,648 14,323,462 16,418,693
1958 teeencennn . 60,262,949 | 44,133,284 13,188,857 16,870,993
1959 teetcennaes 64,121,917 37,440,878 11,843,607 13,651,274
1960 cevivnnanase 59,319,949 33,254,568 8,341,221 9,654,308
1961 seveencenss 63,927,219 32,510,972 10,190,727 14,112,710
1962 eeiennennne 73,756,254, 47,323,147 9,911,292 11,440,093
Average 10 Years 64,683,390 38,122,630 | 15,817,323 14,450,574
AVERAGE NET INVESTMENT
1953 tevenncacan $1,863,257,891 | $1,126,055,970 | ¢ 540,561,036 761,884,581
1954 esescnccass 1,906,200,198 | 1,177,403,962 538,971,268 763,127,983
1955 cevecsensss| 1,940,7€4,599 | 1,221,853,04/ 537,763,922 765,342,624
1956 seviecacnss 2,005,817,127 | 1,244,012,913 539,330,123 775,671,144
1957 veurennnne .| 2,072,829,458 | 1,260,216,522 540,045,914 781,398,024
1958 civevvenees| 2,096,976,942 | 1,272,196,87, 538,527,897 777,508,204
1959 vieveoeeess | 2,105,893,948 | 1,290,658,560 537,829,978 784,980,813
1960 veveenonass 2,120,156,202 | 1,319,960,811 542,275,642 785,003,884
1961 veveeneesse | 2,122,601,514 | 1,329,559,971 543,338,254 782,972,099
B1962 viviiinnnn. 2,122,600,000 | 1,329,600,C00 543,300,000 783,000,000
Average 10 Years| 2,035,709,788 | 1,257,151,863 540,194,403 776,088,936
" RATE OF RETURN ON AVERAGE NET INVESTMENT
1953 IF NN RN NN ] 3098% 2.62% 5\:23% 1092%
1954 seesoenens . 3.03 2.57 . 3.85 " 1.91
1955 veescnesnens . 3.56 3.64 3.90 2.06
1956 4euevainaens 3.02 3.4 3.78 2.24
1957 woeveannons 3.08 3.14 2.65 2.10
1958 teeeeeanns . 2.88 3.47 2.45 2.17
1959 tevenacnns . 3.04 2.90 2.20 1.74
1960 ceveevannns 2.80 2.52 1.54 1.23
1961 ceveenannnn 3.01 2.45 1.88 1.80
1962 tevvrasnnes 3.47 3.56 1.82 1.46
- -
Average 10 Years 3.18 3.03 2.93 1.86

Source:

Investment and Condensed Operating Income Account",
g Information for 1962 not, yet available_(4/17/63) therefore, average Net
Tnvestment taken same as 1961.

¥ Tnecludes:

S.P.Co., Northwestern Pacific Electric Ry. Co.

»

Southwestern Ry. Lines, and Texas & New Orleans R.R.Co.

#/ Tncludes: U.P. R.R. Co. and

7=

Spokane Tnternational R.R.

St. Lcuils

Assoclation of American RRs., Bureau of Ry. Economics, "Property




TABLE IV

STATEMENT SHOWING REVENUE TON MILES (RAIL LINE) FOR
s.P. CO., U.P. R.R. CO., C.R.I.& P. R.R. CO. AND C.M.ST.P.& P. R.H. CO.
: FOR TdE YEARS 1948 TO 1962

it # C.R.I.& P, C.M.St V.& P.
Year 5.P. Co. U.F. R.R. Co. R.R. Co, R.E 'Q_ o
AGGREGATES IN THOUSANDS
1948 o...... 42,221,787 29,288,685 13,464,261 16,345,256
1949 veenn.. 37,590,131 26,033,096 12,092,939 14,774,759
1950 ...... . 42,043,323 30,372,542 12,105,232 16,258,840
1951 venen . 45,313,371 34,475,095 13,605,646 16,732,324
1952 eennn.n 46,166,902 33,851,282 13,452,880 16,005,309
1953 cieenns 45,576,927 34,270,144 12,791,137 15,413,226
1954 cuaeena 43,934,986 32,211,408 11,815,676 14,178,679
1955 civaens 47,917,030 35,019,631 12,510,335 15,561,749
1956 ceveses 48,297,282 35,000,505 13,348,162 15,612,345
1957 veonns . 45,766,161, 34,063,252 13,625,340 14,614,118
1958 ..... .o Lk ,571,315 31,823,492 13,162,051 13,884,510
1959 v.veen. 49,525,273 33,014,728 13,912,470 14,121,940
1960 vv...s . 48,826,109 31,674,195 13,674,958 13,604,642
1961 eeevnnn 50,583,146 32,561,928 13,203,591 13,223,111
1962 ..... . 54,554,832 33,332,199 13,154,937 14,139,668
INDEX 1957 - 1958 - 1959 = 100%
1948 vivanns 90.6 88,6 99,2 115.1
1949 ven.... 80.6 79,0 89,1 104,0
1950 weeenes 90,2 92,1 89,2 114.4
1951 veennns 97.2 10L.6 100, 117.8
1952 veeenns 99.7 102.7 99.2 112.7
1953 ceeans . 97.8 104,,0 94,3 108,5
1954 ennnen 94.2 97.7 87.1 99.8
1955 civenn . 102.8 106.2 92.2 109,5
1956 ..... ‘e 103.6 106.2 98,4 109.9
1957 ceannne 98.2 1073.73 100, 4 102.9
1958 v.ovunnn 95.6 - 96.5 97.0 97.7
1959 ceeenn. 106.2 100,2 102.6 99. 4
1960 ...... . 104.7 96,1 100. 8 95.8
1961 v.euuns 108.5 98.8 97.3 93.1
1962 ...... . 117.0 101.1 97.0 99.5

Source:

(Blue Book).

#*  Includes:

# Includes:

1948 to 1961 inclusive, I.C.C. Transport Statistics In U.S.

1962 1.C.C. Annual Report Form A.

Southern Pacific Co., Texas & New Orleans R.K. GCo,, St. Louls
southwestern Ry. Co. and Northwestern Pacific R.R. Co.
effective 11/1/61, Texas & New Orleans R.R. Co. was merged
into 5.P. Co,

Pacific Llectric Ry. Co, not available,

-

U.P. R.R., Co. and Spokane International R.R. Co,




TABLE V

STATEMENT SHOWING MILES OF ROAD OPERATED, REVENUE TON MILES AND DEWSITY FOR

S.P. CO., U.P. RR. CO., C.R.I.& P. RR. CO. SPLIT NORTH AND SOUTH
OF KANSAS CITY AND THE C.M.ST.P.& P. RR. CO.
FOR THE YEAR 1962

C.R.I.& P. RR. Co. ¢
Lines Lines to
‘North of | Kans. City | C.M.St.P.
* # Kansas St. Louis & P,
Item S.P. Co. [ U.P.RR.Co, City and South R.R. Co.
Miles of Road Cperated
End of Year 1962 .. 13,983 9,854 4,280 3,562 10,540
Revenue Ton Miles in :
thousands Year 1962 ... | 54,554,832 33,332,199 | 7,434,300 5,720,637 | 14,139,668
Revenue Ton Miles per ' _ :
Mile of Road operated . 3,901,511 | 3,382,606 | 1,736,986 | 1,606,018 | 1,341,524

Source:

# Includes:

Southern Pacific Co.
Northwestern Pacific Rhk. Co.
Pacific Electric Ry. Co.

I.C.C. Annual Report Form A.

-----------

St. Louis Southwestern Ry. Line

# Includes:

Union Pacific RR. Co.

-------

Schedules 411 and 531,

----------

----------

Spokane International RR. Co. ........ vee-

Total

# See Table VI a, for method of allocation, .

Revenue Ton Miles

Thousands
Miles of Road 1962
11,781,82 48,220,409
328,34 648,931
318.12 Not Available
1,554.30 5,685,489
13,982.58 54,554,832
9,704,811 33,187,576
149.61 144,623
9,854L.42 33,332,199
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11,

STATISTICAL PRHESENTATION OF THi ASSUMED
UP-CRI&P AND SP-CRI&P. MERGERS AND
- COMPARISON TO THE MIIMAUKET

"Thg‘follbwlng map and tables are based on the best
available'informatlbn and certain estimates for a division
of the Rock island, and_the combination of each segmeunt into
the Union Pacific and Southérn_Pacific'Sysﬁems, respectively,
The map shows the new UP-CRI&P ana SP-CRI&P systems in com-
parison with the Milwaukee. '

It should be_partibuiarly noted that the assumed mergers
contemplate an extension'of the Southern Pacific only to Kansas
City, bubt not to Chicago, with both the Rock Island's Kensas
City and Council quffs l;nes to Chiéagé, 1ts Kansas Clty-

St. Louié lines, and 1ts lines to Minneapolis-St. Paul be ing
acduired by the Uunlon Pacific. |

Generally, the same statlstics presented in Section I
are used to gilve an illustration of the size”and financial
strength of each new company, and the oomparisbn of sams with
the Milwaukee. _

Table VI is an arithmetical allocation of Rook Island
items to thé;Southern'Pacific and Union Paoific; 1t does not
include the substéntial,.annual Saviﬁgé inherent in suoch |

mergers.,

-10-
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MAP SHOWING : _
MILWAUKEE, 97. PAUL AND PaciriC R.R.

\WeIFe R.R.

LUDING SPOKANE INTERNATIONAL R.R.

MAS PRAIRIE R.R. AND PART OF

%IIGAGO, ROCK 18LAND 8; PACIFIC R.R. \

BN Paciric COMPANY ' 3
LUDING NORTHWESTERN TFACIFIC R.R. \

QIFIC ELECTRIC R.R. \

L 1oUIS ~ BOUTHWERSTERN RY.
N DIEGO & ARIZONA EASTERN RY. AND
RT OF CHICAGO., ROCK ISLAND &PACTFIC R.R-

30°




TABLE VI

STATEMENT SHOWING SELECTEﬁ STATISTICS FOR THE S.P.CO, AND U.P.RR.CO.,
AFTER ALLOCATIONS OF THE C.R.I.&P.RR.CO. TO EACH OF THE COMPANIES HAVE

BEEN MADE,

C.M.ST.P. & P.RR. ALSO SHOWN.

ALL FOR THE YEAR 1962.

* #
S5.P.Co. and U.P. and
Southern Northern C.M.St.P.
Iten CRI&P Lines | CRI&P Lines | & P.RR.Co.
1(a) Total Railway Operating Revenues & $879,281,09/ | $638,764,123 $227,664,lb9
(b) Other Income ** .. u.veevieeeceons. 34y4d6,471 61,203,500 3,942,131
(¢) Total Revénuagand Other Income ... 913,727,565 | 699,967,623 | 231,606,240
(d) Net Income bkl ® W00 00 00T 0o oaatse 79,189’387 86’955,848 2’6551443
(e) Percent of Combined Ry. Operating
Revs. and Other Income Hemaining
As Net INCOME eeceecevevecananas 8.67% 12.42% 1.15%
(f)  Net Ry. Operating Income ** ..... 78,255,981 52,734,712 | 11,440,093
(g) Average Net Investment (000) **.. 2,369,258 1,626,242 783,000
(h) Rate of Return eoeeev..... e 3.308]  3.24% 1.46%
(1) Miles of Road Operated ** ....... 17,545 14,134 10,540
(i) Revenue Ton Miles (000) # # vuu.. 60,275,469 40,766,499 14,139,668
(k) Revenue Ton Miles Per Mile of Road 3,435,478 2,88/ ,286 1,341,524

# Tncludes S.P.Co., Northwestern Pacific RR. Co., Pacific Electric Co., and

St. Louis Southwestern Ry. Lines.

# Includes U.P.RR.Co. and Spokane International RR.
4 C.R.I.&P.RR.Co. allocation on total Ry. Oper. Revenues, Table VI a.

C.R.
C.R.

i

I.&P.RR.Co. allocation on Miles of Road Operated, Table VI a.
I1.&P.RR.Co. allocation on Rev. Ton Miles Tsble VI a.
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STATEMENT SHOWING HOW THE C.R.I.& P. R.R. CO.
COULD BE DIVIDED IF IT IS MERGED

INTO THE S.P. CO. AND/OR THE U.P. R.R. CO.
USING STATISTICS FOR THE YEAR 1962

TABLE VI &

Miles of
Road Revenue Total
Operated Ton Railway
End of Miles Freight Operating
Item Year (000) Revenue Revenue
Part that could go
to the U.P. R.R. Co.

Illinois .ecevenen.s . 325.95 1,482,701 $ 21,207,761 $ 32,112,544
Towa secceecccaannnn 2,074 .65 2,586,777 36,337,615 44,208,017
Missouri sceececesse 509.88 977,353 11,190,102 13,789,083
Minnesota .eoccveces 287.92 345,824 3,998,881 5,409,287
So. Dakot8 ecevescons 58.79 | # 2,000 | # 59,994 | # 59,372
Kansas ceveesconncss 526.50 | * 1,377,161 | *¥ 17,072,227 | * 19,737,022
Nebraska «.ceeeces.. 238,21 254,583 3,090,620 3,589,919
Colorado ececersnesnn 257.78 407,901 3,905,047 44,576,771
TotBL eoecercenene 44279.68 7,434,300 96,862,247 123,482,015
Percent eeeeevoon. 54, .6% 56.5% 59.4% 61.5%

Part that could go

to the S.P. Co.

Konsas «coeeoeseesonns 593.72 | ¥ 1,552,969 | ¥ 19,251,661 | * 22,256,641
New Mexico .eeev.v... 153 .42 288,252 3,194,738 3,902,234
Oklahoma eeevcecseas 1,053.65 1,658,938 19,106,152 22,218,342
Arkansas e..ceeeeeenn 597 .80 802,799 9,697,129 10,859,309
Louisiang .eeeeceenn. 187.56 135,698 1,374,769 1,394,197
Tennessee ceeeeeeons 1.44 3,346 34,839 54,417
TOXAE eeossnsansesos 974 .40 1,278,635 13,559,037 16,759,532
TOLAL eoveeecneens 3,561.99 5 .720,637 66,218,325 TT 2l 4672
Percent ee.e...... 45 4% 43.5% 40 6% 38.5%
Total eveveveeennnnnns 7,841.67| 13,154,937 163,080,572 200,926,687

# Due to inconsistencies in reporting the total of the states does not equal
the system figures and as So. Dakota was not reported all equalizing was

done to So. Dakota.

# Kansas was allocated 47% to U.p. R.R. Co. and 53% to S.P.

Road Operated Basis.
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'THE EFFECTS OF THE ASSUMED MERGERS
- __ON_THE MILWAUKEE .

A, Freight Traffic

 F6r the purﬁosés'ofvthis repor§ﬁ an est;@éte §f annual

freight.revénué losses resuibing from the assumed mergers is
'-predicated upon feodrds of traffié_movéments during the mouths

._'of Séptember and Deoembef,.l958, and March and June, 1959.
Thess mouths were considered reasouably represéntative and
used in the Milwaukee — Rock Island Cousolidatlon study of
1960, -~ Stated in round figures, the Milwaukee Raiiroad ia
1958 handled 39,900,000 tons of freight ﬁraffic, aud in 1959;
40,000,000 tons. Siuce 1ts 1962 tonnage totalled 39,400,000,
it 1s believed that bhe 1958-59 statistlos provide a fairly
reliéble basis for this.preiiminary énalysis.l o

!Because the statlstlics used 1n.the,M11waukee-—,Rook
Island study did not. isolate oommédiﬁies, it ie impossible to
giveié detailed statément,qf_our antlicipated losses on any in-
dividual commodity. On the.eastbound traffié; 1umbef; of course,
1s a very lmportant oommodlty, as is ocanned gbods; and, in volume,
' perishablés. |
| Milwaukee annual frelght'revenues suscaptlble tb'being
affected by the assumed meréeré,'havq'been broken down as to
originations and terminétions'on thé‘Union Paoific;fand origina-

tions and terminations on the Southern Pacific¢ on traffic of



‘that company which is affeoted by the Central Pacific Traffic
Agreemenﬁ and which'routeé through Ogdén, Utah, with the Union
Pacific. It also shows separately t"affic interohanvpd with
the Union Pacific at Narengo, and ofher not spec 1fioally men-
 f1oned above. |
The most subsbantial los=es will be incurred én Union

.Paoific originated traffio{,the second most 1mportant losses
lnsofar as volumé 1s concerned Will-be on traffic terminating
-dn the Union Pécifio. .
| It was estiméted that on origlnated traffic, the Unlon
- Pacific would be able to influence at least 60% of Milwaukee
 traff1c competitive with the Rock Island for their extension
of haul oVér that l?ne adé, to a lesser extent, an exteunsion
of haul over the line oflthe'ROCk Island on traffic terminating
on the Milwaukes where ther?'would bé both a loung ﬁaul and a
- short haul gateway %nvolved. An exaﬁple of this wQuyd be
traffic originating in Oreggn destinéd to Tilwauxkee, Wisconsin,
which routed via Council Bluffs and ths Milwaukee. Under the-
mergar thers would become avallable a loug haul Union Pacific
roube Go Chicago and thence the Milwaukee, Thé'loss on this
traffio, of course, would be a peroentage of the division that
would acorue from Counoil 81Ufls to Chicago. _

!The same situation 1§ true on Unlon Paoific'térmihated
’traffic; excépt that in thoée'inétanhesfour loés_is éstimated

to be 304 on traffic competitive with the Roock Island and a

-15-



much lesser perqentage wﬁere both long and short haul gateways
would become available by réason of the.merger.

Milwaukee trafflc from and %o ﬁhe-Southern Paciflc in the
‘aboﬁe described terfitor& is subétantial, but becausé of the
bfidge aspects of thé Unlon Paoific¥on such Fraff;p,.our esti-
mated percentage of loss is 10%, which 10% applies on both
eastbound and westbound traffic.

The Milwaukee has a fair interchange with the Union Pacifioc -
at Marengo, and on that traffic where the acquisition of the
Rock Island by the Union Pacific would make such rouﬁe compebti-
tive with the Mllwaukee, the perCehtage of estimated loss 1s on
the same basls as that used in counnection with trafrfic that
moved via the Missouri River,

IAs a:matter of ocomparisou, during the study period there
Werq 5,203 cars terminatéd_on the Uéion Pacific.thatlwere poten-
tlal for diverslion and 5,463 cars that originated on the Union
Pacific., On the poﬁential incidental to Southeru Pacifioc traffic
through Ogden, there were 7,633 cars originated on the Southern
Paciflioc and 2,308 cars whioch terminéted on the Southérn Pacific.
During the same period we 1nterohanged 1,634 cars at Marenvo.

On the stated assumbtion that the Southern Paoifio will
anuire only that portion of the Rock Island to and south of
Kansaq City, the committee does not believe that any loss will
be encountered in conneotlon with graffic orlwinated on the
Souyhern Paclific now 1nterchanged.with the Milwaukee at Kansas

City.
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' The'total Milwaukee annual ravenues from traffio infter-
~changed with Unlon Paoific'at Omaha-Counc il Bluffsj Kansas
City and MarengO'énq all other poiufs, aud the estimated
‘annual losses resulting froﬁ the_assumed mefgers are summar-
ized on the following Table VII, Of’'a %otal of $1%,336,69u
annual Milwaukee revenues fr6m traffic involved iu the effects
of the assumed mergers, it 1$ estimafed thaﬁ thé Milwaukee
woul& sustaln an annual ioss of %3,565,193.  (This figure
takes into account adjustments incidental to claims, absorp-
tion of switoching, trahsit, etc. ) _

,The type (originated, terminated and bridge) of Milwaukee.
traffic invqlved 1s set out in Table VIII showlng Cars, Annual
Milwéukee Revenus, and Esfiﬁéted Annﬁél Losse§_on sach type of

traffic. , S oo R 4
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MIDNAUKEE ANNUAL REVENUES* ON TRAFFIC INTERCHANGED WITH
U.P. AT OMAHA-COUNCIL BLUFFS, KANSAS CITY AND MARENGO -

AND ALL OTHERS, AND ESTIMATED ANNUAL LOSSES

TABLE VII

Total
Milwaukee Estimated
Annual Annual
Item Revenue Loss

Terminated on UsP. .ivovvivnnnnnn. . $ 3,006,916 $ 824,780
Terminated on S.P, with U.P.

as bridge carrier .............. .o 1,123,811 103,025

Originated on U.P. v.vveevevnnnnns . 2,802,883 1,510,821
Originated on S.P, with U,P.

as bridge carrier ..........e.... . 2,921,819 258,746

Total .c.ve... seceesesssoesea .o 9)855 ,LC-29 2) 697)372

Interchanged at Marengo ....... e 2,367,060 618,192

ALL OLNETS vevuvvneenenenncnenneans 2,158,205 21,9,629

Grand Total .eeeeveeeeeenn.s .. $14,380,694 $ 3,565,193

% Based on traffic movement during months of September and
December, 1958 and March and June, 1959.
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ESTIMATED LOSSES IN MILWAUKEE ANNUAL REVENUE

ON TYPE OF MILWAUKEE TRAFFIC *

TABLE VIII

Estimated Estimated Estimated
Annual Annual Annual
Number Milwaukee Loss in
Item of Cars Revenue Revenue
Originated «ove.eeeoennen. 16,773 $ 3,197,833 | $ 581,604
Terminated ..o..vvcuneens. 20,018 3,607,416 1,079,242
Bridge (E.B.) ...vevevnn. . 27,095 3,554,339 952,227
Bridge (WeBe) vevvvvinnnnn 17,735 4,021,106' 952,120
Total (ceveeieernncacan . 81,621 $14,380,694 | $ 3,565,193

# . Based on traffic movement during months of September and
December, 1958 and March and June, 1959.
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The most sizable loss in dollars would be incurred on

 our terminated traffic which, to =2 1arge'exbent, invelves

Union Pacific Qpigiﬁated“traffic as previously .described.

Our greatest carload volume on traffic lnvolved is that of
bridge traffio which the Milwaukee Road handled betwesn

gither Counocil Bluffs — Omaha or Kansas City and the Chicago
gateway. DBased on the study perlod, tﬁe estimated annual
movement of such cars was 27,095 eastbound and 17,735 westbound;

The percentages of loss used in this study were the same
as the Milwaukee uséd in the GN-NP-CB&Q study with certain addi-
~tlons and varlations for different types of ftraffic involved in
'_the:instant study but not encountered in that study. It would
be impossible at this time to make any estimate as. to reductious
in tﬁese 1psses thap might be oooasionéd by reason of the re-
adjuftméntg incldental to the recent decision of the.Interstate
Commgfce Commlssion_in Docke't; 31503l(Transcoqt1nental Divisions
Case).

In order to produce a oconservative and reasonably realistlc
estimate of losses from the'assumed mergers, the committee be-
lieves that the $3,565,193 annual loss figure should be reduced
by an over-all 5% to make allowance for varigﬁions in tonnage
handled, and the effeots of rate'reductions made sinece 1959,

The applicastion of such a redﬁction yesults in a couservative
estimate of aunnual traffic revenue losses of appfoX1méte1y

53,388, 000,
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This estimate 1s basesd on actual traffic movements
with peroenhaﬁes reflecting estimatés of loss resultiang from
extension nf iinés.ﬂ Probable changes 1n traffic patterus,
resulting, for example, from the presence of the Unidn Pacific
in Ninneapolis—St._Paul;.will probably cause.additional traffic
losses to the Mllwaukee, but to an undebermiﬁable extent. Such
-1ntahg1bles are not included in this report, but may signifi-

cautly alter the estimates.

B, Passenger Train Operation

The so-called "City" trains are presently being operébed
Jointly with the Union Pacific and the Southern Pacific by the
Milwaukee between Cnicago and Om?ha. These opsrations are cov-

ered by a contract which'pfbvides for a one-year btermination
notiée from either party. As shown'in the following Table IX,
during the year 1962 the Milwaukee realized a net gain of
$1,604,086 based on out-of-pocket expenses 1n the operation of
the City trains between Chicago and Omaha. Revenues on these
ﬁrains were $5,590,478, and out-of—pqoket operating expeunses
were $3,986,392, If the Union Pacific we re tO'anuiré 1ts own
'linewinto:Chicago, 1t 1is presumed that the C;ty trains would
be transferred to that line. The result would be an annual

loss of $1,604,086 to the Milwaukee based on_i962 operations,
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The estimated annual. loss in freight revenues of
$3,388,000 (less adjustments for saviangs in Opérating costs
and rents for handliug less freight traffic) mway be combined
with the ngt ibss of 31,604,086 fromldisoontinued “City" train
oprerations, .The_éffeCt oﬁ the Milwaukee of such aﬁnual lqsses‘
is projected on the following Table X, based on the year 1962,
|  The resulting.damage_ﬁb ﬁhe‘Miiwaukee's financial stability,

“as iilustrated_in Table X, requires no comment,
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TABLE IX

REVENUES AND EXPENSES OF TRAINS OPLRATED JOINTLY WITH

- THE UNION PACIFIC AND SOUTHERN PACIFIC BETWEEN CHICAGC AND OMAHA

FOR THE YEBAR 1962

#* Consolidated Consolidated Total
City of San Fran. {City of Portland Year
City of Los Angl.| City of Denver 1962
Items Amount Amount Amount
TRAIN AND CAR MILE STATISTICS:
Train Miles ......... e e e eeeeeencaeeaeas 491,901 356,240 8L8, Ll
Locomotive unit-miles ..ecvveeeecencneans .o 1,689,594 912,560 2,602,154
Car-miles: I
Passenger coaches .,...cvvvieiineennnss .. 3,084,114 1,480,242 4,564,356
S1EEPLNE CALS +euveenrnrneceneeecnsnnns .. 2,781,738 1,090,680 3,872,418
Dining, c¢lub, lounge and observation cars 1,294,664 848,144 2,142,808
Mail, express and baggage cars .cecieee. . 1,580,144 1,349,807 2,929,953
TOLAL wveemnrmnnnnnnns e .. 8,750,660 %, 768,875 13,509,535
REVENUES: : _
PaSSENEZer t.vviecesssocsccsscessssancnncnasl| ¥ 3,165,624 $ 1,275,378 $ 4,441,002
MAIL teeevnenenncnsnsnenenenenanns eeeaen 683,850 351,164 1,035,014
EXPress .oeeevececaecas Cesiestanens beereens 31,401 83,061 114,462
TOLBL sveeueereenccaccasoannannas ..| % 3,880,875 $ 1,709,603 $ 5,550,478
OPERATING EXPENSES (QUT-OF-POCKET):
Diesel locomotive-repairs ...... cees .ol B 352,956 $ 190,634 $ 543,590
Passenger train car-repairs .....eeveecenes 80,547 53,223 133,770
Train enginemen ......c.ove... Cieesteieaanae 236,657 168,883 405,540
Train fuel .iiecevcessssssosnenscsscncvenas 364,487 198,862 563,349
Diesel locomotive supplies eeeeveecvecen-e . 22,978 12,411 35,389
Enginehouse expenses ...ceeveevesveceveneans 38,016 20,533 58,549
Trainmen ...... e e 292,562 192,457 485,019
Train supplies and eXpenses ...ceceeececees 327,067 187,948 515,015
Pullman operation — Net LOSS ,.e.vevveunens ( 4,367) 40,777 36,410
Dining and buffet service - Net Loss ...... 261,353 148,652 410,005
Depreciation on equipment ....e.ceeveeveonn 138,611 59,267 197,878
Operating expenses - Omaha Union Station .. 230,357 129,858 360,215
Operating expenses - Chicago Union Station. 139,345 75,893 215,238
Car rental payable c.cieivieenreseeneecenns 84,828 104,019 188,847
Car rental (receivable) for cars operated
in other than these trains ........... ceue - - (162,422)
TOLAL weeveoneananneneconaeronnnnan $ 2,565,397 $ 1,583,417 $ 3,986,392
Net Gain Based Upon Out-of-Pocket Expenses. | $ 1,315,478 $ 126,186 $ 1,604,086
AVERAGES - PER TRAIN MILE:
Locomotive units ....vevvinvecnnnnnns vesens 3.43 2.56 3.07
CAS veerereeerennnnnennns e eeieiiraaan | 17.77 13.39 15.93
REVENUES ...vvvreesnenereccnnccoencenans cee | $ 7.89 $ 4.80 $ 6.59
Expenses (Out-of-Pocket) ceveevenenes e $ 5.22 $ Lek5 $ 4.70
Net Gain ..ovvevveeneenen cecrecectrtesbvans $ 2.67 $ .35 $ 1.89

#  QOperated in two sections during the Summer and Christmas season.

( ) Denotes contra items.
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TABLE X

STATEMENT SHOWING C.M.ST.P.& P, RR. CO. NET INCOME PER BOOKS
"FOR THE YEAR 1962 AND AS ESTIMATED HAD THE C.R.I.& P. RR. CO.
BEEN MERGED INTO S.P. CO. AND/OR U.P. R.R. CO.

Year Year
1962 1962
Ttem Per Books Adjustments AdJusted
Railway operating revenues ........ | $227,664,109 | ~ $8,979,411| $218,68/,698
Railway operating expenses seeeees 180,984,293 | - 4,275,138 176,709,155
Net Rev. from Ry. operations .... 46,679,816 [ - 4,704,273 41,975,543
Railway tax accruals ceeesecscesccse 19,274,000 - 19,274,000
Railway operating income ........ 27,405,816 - £ ,70/,273 22,701,543
Net Tents seeveeesesccconsaaveanees | Dro15,965,723 | = 257 211 [Dr,15,708,512
Net Ry. operating income .....e.. 11,440,093 | = 4,447,062 6,993,031
Total other InCome seeeeececeesccce 3,942,131 - 3,942,131
Total INCOME eyeveseeeccoceccocee 15,382,224 | - 4,447,062 10,935,162
Total miscellaneous deductions .... 624,603 - 62/..603
Tncome for fixed charges ceeeeeee 14,757,621 |~ 4,447,062 10,310,559
Total fixed charges ..e.ceevecccese 5,986,093 - 5,986,093
Contingent interest ..eeeeseescenas 6,116,085 - 6,116.085
Net inceme or deficit ( ) e....o. | & 2,655,443 $4,447,062 | § (1,791,619)
Adjustments: '
Freight Revenue $3,388,933
Passenger "  (City Traius) 4y441,002
Mail " (City Trains) 1,035,014
Express ®  (City Trains) 114,462 % 8,979,411
Excenses Frt. $3,388,933 @ 9.30% 315,171
Pass. Out-of-pocket 3,959,967 % 4,275,138
Rents  Frt. $3,388,933 @ 6.81% 230,786
Pass. (City Trains Net) 26,425 % 257,211
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1V,

THE ADVISABILITY OF INTERVENTION
OR CONDITIONS '

. .In”the Greét-Northern Pacific and Burlihgton“Lines
mergér, therMilwagkée formally took the position of "opposition
unless" certain conditions to an approval of the m?rger are é
1mposed.by_the.Interstate;Commerce Commission. Informally,
~however, 1% was acknowlédged that the Milwaukee was not at-
temptlng to block the merger because the six conditlions which
the Milwaukee proposed, and received cousiderable public support
for, were expected to offset the adverse effects of such merger
upon the Milwaukee, and possibly 1mprove the Milwaukee's com-
petlitive position and financlal strength.

- Thus, the question whibh merits first considefation in.
this, K study is: Are there condltious to an I;C.C. approval of
these assqﬁed UP—CR%&P éqd:SP;CBI&P‘pergers &hioh ﬁhe Milwaukes
can reasonably seek, support and obtain to counterbalance the
" estimated sannusl 1o§ses in net lncome exceeding $4 million?

,within the scope of iuformation avallable to the Commltteg,
1t has glven conslderation to the following conditions whioh
have been suggested: _ . _ |

a) Acquisition of ?raqkage Rights over thé Réck Island
lines betwéen Council Bluffs and Kausas Clty, and
Denver; | o

) Revision of.certain Joint Faoility_Contfadbs with

the_Union Pacific such as obligatidns for rental



payrents for the Seattle Depob, payments [or unused
rights over UP traokége from Spokane to Marengo,
and contracts for 999—year terms;

c) Revision of contracts with tﬁe Rock Island providing
unreasonably low charges for switching and other
services at Minneavolls, aud a disadvantageous re-
ciprocal switching arrangement at Davenport, lowa;

d) Acqulisition of certain Uunlon Pacific btrackage in
Washington, Oregon, Idaho and Montana;

e) Switching services by the Union Pacific for the
Milwaukee at Portland; trackage rights to Eugene,
Oregon ; |

f) Alternative plans for merger of Unlon Pscific and
Milwaukee, Southern Pacifle, and Rogk Island;

g) Development and expansion of interchange at the
Marengo Gateway.

The Committee has coucluded that these sugsested conditions
do not appear to provide a reallstlc or practicable approach to
the se assumed mergers. Within the limitatlions of the financial
abllity of the Milwaukee, acceptabllity by tﬁe I1.C.C. or the
public, and desirability és effeot1§e offzets to antioclipated
revenue losses to the Milwaukee, intervention to remain an
independent railroad strengthened by certain condltions does
nqt appear feaslible, In the apparént absence of conditiouns,

reasonably ocapable of réalization, to adequately counterbalance



the adverse effects of such mergers, it eppeérs unlikely that
the Milwaukee could continue to remain physioally and finanoially

‘healthy unless 1t became a part of a beneficial rall merger.

V.

RECOMMENDATIONS -

In the past, consideratlon has been giveh to the possibil-
1ty of a Union Pacific-—Miiwaukee merger, .In 1960 a formal
study ahd feport, and certain negntiations, were developed as
to a proposed consolidation of the Milwaukee and the Rock Island.
The Coverdale & Colpltts Report of December 9, 1960 Pstimated
that annual recurring savings of $25,803, 000 would result from
a Milwaukee-—Rook Island merver. The end—to—end traffic gener-
ated by combiniug these two lines with the Union Pacific could
be expected to produce very: substantial revenue increases.

Based on past qtudies_énd the likelihood of Commission
approval,lthe Committee is of the opilulon thgt,_in‘the publio
1nte%est, the most desirable merger involving the Rock Island
would be a Milwaukee ~Bock Island merger. It would combine
two relatively weak railroads (compared to Southern Pacific,
Unioo Pacific, Santa Fe, and the possible‘Great Northern
Pacific & Burlington), and enable the realizatlion of large
economies.and improved service to the public. Whether present
negotiations betwsen Union Pacific and Rock Island are such
that a renewal of Milwaukee —Rock Island negontlatious 1is

appropriate, is a polilcy quéstion not within the puryiew of
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bhg Committee's assignment.

“However, in the proceedings as assumed for the purposes
of this report, it is the Committee's conclusion bhat bhe
Milwéukee has no reasonable alhernabtive but to 1ntervéne in
opposition unless it ﬁe included in & Uﬁion Pacifie-—Rock
Island (with or without_its,éoutherd lines) merger.

Suoch position wouid:appear to be more effectlive than outb
and Qut, unconditional opposition, although 1t'mighﬁ*have the
same result. The possible results of the recommended vosition
are threefold:

(1) An order conditioning approval of the proposed

_ margers upon ths.iﬁclusion of the Milwaukee, and

; acceptance by thé applicanbs of su%h coudlition;

(2) Refusal of the app1ioants Fo include the Milwaukee
fﬁpon appropriate”tefms, thereby preyentiﬁg_the
consummation of tbe propOSed acqulisition and mergqrs;

. and y : ‘ L g

(3) -Refusal of the I.C.C. to impose @ cOndition requiring
-the 1nclusion of a railroad the size of the Milwaukee.
Whether such deciéion would or would hot then permit
consolidstions of the size of the proposed UP-CRI&P
and SP-CRI&P sysﬁems, particularly in ﬁiew of the |
report of the President'é-interagengy Comﬁiﬁtee on
Transport Mergefs,'releaseé March 6, 1963; may be

open to question, (In the event that the assumed
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merzers apnoar 1ikely without inclusion of bhe
Milwaukee, study might be directed to the pos-
sibility of a Southern Pagific with CRIXP
soubhern lines — Milwaukee merser. )

It is therefore recommended, based on presently available
information, that in the event of the filing of applicatlions
lavolving the Union Paciflc, Roock Island, and Southern Pacific,
as assumed herein, the Milwaukee can best protect 1ts interests
by interventiou in opposition unless included in a Union
Pacific — Rock Island merger.

‘L. HAYES

J. MoKENNA

K. MERRILL
S. PATTERSON
W. RIDER JR.-

R. SHELLENBARGER
. T. WHITE

THE COMMITTEER

Tttt g | S

v y ) I : R
Dated May 3, 1963.
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