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INTHODUCTION� 

The Committee, rep~esentlng v8rious departments; has 

undertaken an assignmentcaillng for em analysis of various 

merger possibilities tnvolvin~ the Union Pacific, Rook Island, 

and Southern Paoificrailroads, in a prelimin8ry Att~mnt to 

determine the effect "on the Milwaukee of the most probable 

form of rearrangement of the properties of these carrier~. 

There has been indiccltil)n that these merp';er studies and nego

tiations will not' be made public until formal :::lpplication is 

filed with the Interstat~ Commerce Commission. Such applica

tion will require prompt action by all those affected by such 

merger proposal. The Committee hes necessarily proceeded in 

its?nalysis under the handicap of a very sUbstantial lcwk of 

information as to the nature of the merger or mergers which 

maybe proposed. From the best available information, the 

following assumption is made for the purposes of this pre

limi~ary study: 

The Union Pacific will seek to acqUire control of the 

Rock Island, and thereafter will sell to the Southern Pa~ific 

that portion of the Rock Island Lines from Tuoumcari to Kansas 

City and the lines south ~he~eof. The Union Pacific will 

simultaneously, or thereafter; seek to merRe the balance of 

Rock. Island Lines into the Fnion Pacifio, and the above de

scribed Rock Island Lines to the south will be merged into 

the Southern Pacific, therepy dismembering and abolishing the 



Hook I$18nd as 8 rqllroad. Jlherefore, ttl order to el18ble 

the MilwaukRe to aot p~omptly in adopting a ~osition to pro

teet its interests in the ~vent of opplic8tion for one or more 

of such mergers, this report haG been prepared. It will be 

divided into five sections, dealing,in turn with (1) theRe 

railroads and the Milwaukee as they are today, (2) as they 

might be combined unde r the me rge r plan a s as sqme d, (J) the 

effects of such merger on the MilN8ukee, (4) possible "con 

ditions» for the Milwaukee to seek to oounteract the effects 

Of suoh mergers and conclusions as to the effectiveness of 

suoh oonditions, and (5) preliminary reoommendation for posi

tion to be taken by the Milwaukee in such proceedings. 

I. 

A STATISTICAL ANALYSIS AND COMPARISON 
OF THE RAILROADS TODAY 

,The following pages of this report are submitted to 

present, without extensive comment, a statistical compi18tion 

indioating the financial and physical position of the Southern 

Pacific, Union Paoifio, Rock Island, and Milwaukee during re

cent years. It should be noted that statistical data for the 

Southern Pacific inclUdes the Northwestern Pacific Railroad 

Company, Pacific Electric Railway Company, st. Louis South

western Railway Lines (Cottonbelt) and Texas ~& New Orleans 

Railroad Company. Union ~acifio reoords include the Spokane 

International Railroad and its half of the Camas Prairie 
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Railroad Company. Most of the 8ignifio~nt 1ndicia of oon

dition Bre pre~ented whioh, when considered along with the 

map ~howing thA lines of eaoh of these railroads, will set 
, , 

the stap;e for 8 consideration of the assumed merger8 of the 

Un10n Pacific and Southern Pac1fio'lilth parts of the Rock 

Is land. 
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TAB1.E~ I 
STATEViliNT SHOWING TOTAL RAILWAY OPERATING R1VENDES, 

OTHER INCOME AND TOTAL OF BOTH FOR 
S.P. CO., D.P. R.R. CO., C.R.I.& P. R.R. CO. AND C.M.ST.P.& P. R.R. CO. 

FOR THE YEARS 1953 TO 1962 

* # C.R.I.& Po C.M.. St.P.& P. 
Year S. P. Co. U.P. R.R. Co. R.R. Coo R.R. Co .. 

TOTAL RAILWAY OPERATING REVENUES 

1953' ....... a ••• 

1954 ·.......... 
1955 ·...... ,. ... 
1956 ·.......... 
1957· ·.......... 

$805,098,783 
711,275,435 
763,752,753 
774,385,125 
756,211,346 

$533,381,379 
485,041,511 
512,948,721 
518,013,568 
520,789,819 

$207,955,342 
187,062,645 
189,381,739 
200,020,420 
209,590,740 

$259,860,191 
237,744,639 
245,498,210 
253,860,566 
254,027,186 

1958 ·.......... 
1959 ·.........-. 
1960 ·.......... 
1961 ·.......... 
1962 ·.......... 

734,575,635 
783,419,844 
756,366,257 
766,745,324 
801.836.422 

508,884,894 
519,268,386 
497,523,215 
502,702,671 
515,282.108 

207,883,953 
219,453,607 
211,775,603 
203,332,262 
200,926,687 

244,262,808 
242,041,825 
230,362,902 
221,832,1l6 
227,664,109 

Average 10 Years $765,366,692 $511,383,627 $203,738,300 $241,715,455 

OTHER INCOl-']E 

1953 ·.......... 
1954 ·.......... 
1955 ·.......... 
19'56 ·.......... 
1957 ·.......... 

$ 55,608,560 
34,398,717 
28,589,998 
24,764,95,1 
30,108,033 

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

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

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

1958 ·.......... 
1959 ·.......... 
1960 ·.......... 
1961 ·.......... 
1962 ·.......... 

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

54,287,116 
46,475,407 
51,570,526 
57,379,226 
59,285,340 

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

3,,194,466 
4,394,436 
4,134,069 
3,681,226 
3,942,131 

Average 10 Years $ 34,353,007. $ 58,100,821 $ 2,270,401 $ 3,854,347 

TOTAL RAILWAY OPERATING REVENUES AND OTHER INCOME 

1953 ·........... $860,707,343 $597,507,173 $209,035,808 $263,782,353 
1954 
1955 

·.......... 
('·.......... 

745,674,152 
792,342,751 

548,645,887 
574,457,096 

188,247,886 
190,529,102 

241,741,944 
250,,903,648 

1956 ·.......... 
1957 ·.......... 

799,150,076 
786,319,379 

579,489,472 
582,085,960 

201,282,998 
210,827,869 

256,702,074 
257,057,914 

1958 ·.......... 
1959 ·.......... 
1960 ·.......... 
1961 ·.......... 
1962 ·.........., 

767,770,181 
818,831,619 
791,823,346 
799,890,204 
834,687,940 

563,172,010 
565,743,793 
549,093,741 
560,081,897 
574,567,448 

209,844,028 
222,826,555 
216,366,459 
206,686,502 
204,439,800 

247,457,274 
246,436,261 
234,496,971 
225,513,342 
231,6Q6,240

-

Average 10 Years $799,719,699 $569,484,448 $206,008,701 $245,569,802 

Source: 1. C. C. Annual Report Form A for 1962 prior years from Annua.l Repo rt 
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 R.R. Co. 

# Includes: D.P. R.R. Co. and Spokane International R.R. 
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TABLE 11 

STATEi'lENT SHOWING THE PERCENT OF COMBINED RAILWAY OPERATING REVENUES� 
AND OWER INCONE REMAINING AS NET INCOME FOR� 

S.P. CO., U.P.� R.R. CO., C.R.I.& P. R.R. CO. AND C.M.ST.Po& P. R.R. CO. 
FOR THE YEARS 1953 TO 1962� 

# C.R.I.& P. C.M.St.P .. & P..* . Year S.P. Co. U.P. R.R • Co. R.R. Co. R.Ro Coo 

TOTAL RAILWAY OPERATING REVENUES AND OTHER INCOME 

1953 ....... " ........ $860,707,343 $597,507,173 $209,035,808 $263,782,353 
1954 
1955 
1956 
1957 

" " " " " " " " ... " 
" " " .. " " .. " " " . 
" " " " " ... " " ." 
" " " ... "" .. " .. " " 

745,674,152 
792,342,751 
799,150,076 
786,319,379 

548,645,887 
574,457,096 
579,489,472 
582,085,960 

188,247,886 
190,529,102 
201,282,998 
210,827,869 

241,741,944 
250,903,648 
256,702,074 
257,057,914 

1958 
1959 
1960 
1961 
1962 

" " .. " " " " " " ." 

" " " " " " " " " " . 
" " " .. " " " ." " " 
" " " ." ." " .". 
.. " ..... " " .. 

767,770,181 
818,831,619 
791,823,346 
799,890,204 
834,687,940 

563,172,010 
565,743,793 
549,093,741 
560,081,897 
574,567,448 

209,844,028 
222,826,555 
216,366,459 
206,686,502 
204,439,800 

247,457,274 
246,436,261 
23L~, 496,971 
225,513,342 
231,606,240 

Average 10 Year~ $799,719,699 $569,484,448 $206,008,701 $245,569,802 

NET INCOliJE 

1953� $102,196,911 $ 70,931,905 $ 25,912,087 $ 10,013,018·" " " " " " " " " " 
1954 .. " " " " " " " ." 68,602,345 70,127,996 18,669,138 9,904,459.. 
1955 ·" " ...... " " .... " 71,512,753 79,828,159 16,988,158 9,532,282 
1956 " " " .. " " " " ." . 60,131,264 79,080,290 15,721,819 8,485,914 
1957 .. " " " " ... " .... 61,882,609 78,766,779 9,704,136 7,916,348 

1958 " .... " .... " " .. " " 62,923,305 78,311,359 8,201,057 8,379,057 
1959� 68,236,124 65,260,480 8,289,757 5,875,176" " ." " " .. " .". 
1960 .... " " " .... " . 62,513,362 65,806,962 6,014,617 1,323,063 
1961 ·.. " " " " ..... 66,759,599 68,628,693 6,516,263 5,328,172 
1962 ·..... " ." " " " . 76.202,949 83,364,228 6,578,058 2,655,443 

Average 10 Years $ 70,096,122 $ 74,010,685 $ 12,259,509 $ 6,941,293 

PERCENT OF COMBINED RAILWAY OPERATING REVENUES 
ANp OTHER ~NCOME R~~INING AS NET INCOME 

1953� 11.87% 11.87% 12.4(1f, 3.80%" " " " " " " " " " " 
1954 " " .. " " .. " .. 9.20 12.78 9.92 4.10 
1955 " .... " .. " ... " .. 9.03 13.90 8.92 3.80 
1956 ·........... 7.52 13.65 7.81 3.31� 
1957 " .... "." ......... 7.87 13.53 4.60 3.08 

1958 " .... " " " " ..... 8.20 13.91 3.91 3.39 
1959 ..................... 8.33 11.54 3.72 2.38� 
1960 ·................. 7.89 11.98 2.78� .56� 
1961 " ........ ,. " ....... 8.35 12.25. 3.15 2.36� 
1962 ••.....•..• 9.13 14.51 3.22 1.15 

Average 10 Years 8.77% 13.00% 5.9·5% 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 a.ft. Co. 

# Includes: U.P. R.R. Co. and Spokane International R.H o 
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TABLE III� 
STAT~E~IT SHOWING NET RAILWAY OPERATING INCOME,� 

AVERAGE NET INVESTVENT AND RATE OF RETURN FOR� 
S.P.CO., U.P.RR.CO., C.R.I.& P.RR.CO. AND C.M.ST.P.& P. RR. CO.� 

FOR THE YEARS 1953 TO 1962� 

II C.R.I ..& p. 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 ·.......... ~ 74,097,484 $ 29,515,025 $ 28,259,235 $ 14,663,688� 
1954 ·.......... 57,663,341 30,221,169 20,753,674 14,568,518� 
1955 ·.......... 69,169,936 44,491,686 20,980,113 15,780,527� 
1956 ·.......... 60,503,853 42,809,924 20,381,040 17,344,934� 
1957 ·.......... 63,910,993 39,525,648 14,323,462 16,418,693� 

1958 ·.......... 60,362,949 44,133,284 13,188,857 16,870,993� 
1959 ·.......... 64,121,917· 37,440,878 11,843,607 13,651,27'4� 
1960 ·.......... 59,319,949 33,254,568 8,341,221 9,654,308� 
1961 ·.......... 63,927,219 32,510,972 10,190,727 14,112,710� 
1962 ·.......... 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 ·.......... ~1,863,257,891 tl,126,055,970 $ 540,561,036 $ 761,884,581� 
1954 ·.......... 1,906,200,198 1,177,403,962 538,971,268 763,127,983� 
1955 ·.......... 1,940,764,599 1,221,853,044 537,763,922 765,342,624� 
1956 ·.......... 2,005,817,127 1,244,012,913 539,330,123 775,671,144� 
1957 ·.......... 2,072,829,458 1,260,216,522 540,045,914 781,398,024� 

1958 ·.......... 2,096,976,942 1,272,196,874 538,527,897 777,508,204� 
1959 ·.......... 2,105,893,948 1,290,658,560 537,829,978 784,980,813� 
1960 ·.......... 2,120,156,202 1,319,960,811 542,275,642 785,003,884� 
1961 2,122,601,514 1,329,559,971 543,338,254 782,972,099� 

p1962 ·.......... 2,122,600,000 1,329,600,000 543,300,000 783,000,000� 
• •••••••• III • 

--f-. 

Average 10 Yeers 2,035,709,788 1,257,151,863 540,194,403 776,088,936 

RATE OF' RETURN ON AVERAGE Nt! INVESTMENT� 

1953 ·.......... 3.98% 2.62% 5023% 1.92%� 
1954 ·.......... 3.03 2.57� 3.85 1.91� 
1955 ·.......... 3.56 3.64� 3.90 2.06� 
1956 ·.......... 3.02 3.44 3.78� 2.24� 
1957 ·.......... 3.08 3.14 2.65 2.10� 

1958 ·....... " .. 2.88 3.47 2.45 2.17� 
1959 ·." ........ 3.04 2.90� 2.20 1.74� 
1960 ·.......... 2.80 2.52 1.54� 1.23� 
1961 ·......... 3.01� 2.45 1.88 1.80� 
1962 ·.......... 

~ 

3.47� 3.56 1.82 1.46� 
--•. _-- -------- ..._.- .. __ ..1----_.._-

Average 10 Years 3.18 3.03 2.93� 1.86 

Source: Association of American RR3., Bureau of R:y. Economics, "Property� 
Investment and Condensed Operating Income Account".� 

'" Information for 1962 not yet availahle (4/17/63) therefore, average Net� 
Investment taken same as 1961.� 

*� Includes: S.P.Co., Northwestern Pac1fic Electdc Ry. Co., St. Lcuis� 
Southwestern Ry. LinefJ, and Texas & New Orlenns R.H.Co.� 

1/� Includes: tJ. P. R.R. Co. and Spokane International H. H..� 
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TABLE IV 

STATElIl.ENT SHOWIl~G REVENUE 'NN HIlliS (RAIL UNE) FOR 
S.P.� CO., U.P. R.R. CO., C.R.I.& P. R.R. CO. AND C.M.ST.P.& P. R.R. CO.� 

FOH. T'rlE YEARS 1948 TO 1962� 
"--~-------'--------'-------'--.-------r-----------'-----

# C.R~I.& Po C.M.St.P.& P. 
Year S.P. Co. -'- U.P. RoR. Co. R.R. COo R.a. ..Co. _~ --,----_.� --'- --L__.. . 

AGGREGA TES IN THOUSANDS 
1------'---,-----------,--------,---------;---------

1948 ·...... 42,221,787 29,288,685 13,464,261 16,Ji~5;256 

1949 ·....... 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 ·...... 45,313,371 34,475,095 13,605,646 16,732,324 
1952� 46,466,902 33,851,282 13,452,880 16,005,309• eo· •••• 

1953 ·...... 45,576,927 34,270,144 12,791,137 15,413.,226 
1954 ......... 43,934,986 32,211,408 11,815,676 14,178,679� 
1955 • ...... 47,917,030 35,019,631 12,510,J35 15~561,749w 

1956 ......... 48,297,282 35,000,505 13,348,162 15,612,345� 
""II ......1957� 45,766,164 34,063,252 1.3,625,340 14,614,118 

1958� 44,571,315 31,823,492 13,162,051 13,884,510• It ••••• 

1959 ·....... 49,525,273 33,014,728 13,912,470 14,121,940� 
1960 ·....... 48,826,109 31,674,195 13,674,958 13,604,642� 
1961 ·...... 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

l------...L......-~--=---.- .. .. .......:..__---=--__.L-__-..:......._~__I� 

IND1X 1957 - 1958 - 1959 ~ 100% 
..._-_._--- ------ ------_. .. _--------~---_ .._--_.. 

1948 ·.......... 90.6 ag.B 99.2 115.1� 
1949 ·...... 80.6 79.0 89.1 104.0 
1950� 90.2 92.1 89.2 114.4• •••• 0 • 

1951 ·....... 97.2 104.6 100.3 117.8� 
1952 ........ 99.7' 102.7 99.2 112.7� 

1953 ·...... 97 .8 104.0 94.3 108.. 5� 
1954 ·........ 94.2 97.7 87.1 99.8� 
1955 ·...... 102.8 106.2 92.2 109.5 
1956 ·.... . 103.6 106.2 98.4 109.9~ 

1957 ·....... 98.2 103.J lOO.h 102.9� 

1958� 95.6 C)6.5 '17.0 9'1.'1• ..... III III 

1959 ·....... 106.2 100.2 102.6 99. L~
 

1960 ·...... 104.7 %.1 100.$ 9S.8� 
1961 ·...... 1013.5 ';It5.8 97.3 9J.l� 
1962 ·...... 117"0 101.1 lJ7.0 99~5
 

<-

Source: 1948 to 1961 inclusive, I.e.c. Transport Statistics In U"S.� 
(Blue Book). 1962 l.e.c. Annual Heport Form A.� 

~r Includes: Southern Pacific Co., Texas & New Orleans H.It. Co" St. Louis 
bouthwestern H'y. Co. and Northwestern Pacific ILR. Co. 
effective 11/1/61, Texas & New Urleans R.~. Co. was merged 
into ::3.F. Co. lJ8.cific Electric Ry. Co. not available Q 

# Includes: U.P. H.R. Co. and Spokane International H.R. Co. 
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TABLE V� 

STATEMENT SHOWING lJuLES OF ROAD OPERATED, llliVB.NU£ TON !YiILES AND DErJSIIT FOR 
S.P. CO., U.P. RR. CO., C.R.I.& P. fill. CO. SPLIT NORTH AND SOUTH� 

OF KANSAS CIIT N~DTHE C.M.ST.P.& P. HR. CO.� 
FOR THE YEAR 1962� 

-
C.R.I.& P. RR. Co. ¢ 

Lines 
·North of 

* # Kansas 
Item S.P. Co. U.P.RR.Co. City 

Lines to 
Kans. City 
St. Louis 
and South 

C.M.St.P. 
& Po 

R.R. Co. 

Miles of Road Operated 
End of Year 1962 •••••• 13,983 9,854 4,280 3,562 10,540 

Revenue Ton Miles in 
thousands Year 1962 ••• 54,554,832 3:3,332,199 7,434,300 5,720,637 14,139,668 

Revenue Ton Miles per 
~dle of Road operated . 3,901,511 3,382,606 1,736,986 1,606,018 1,341,524 

Source: I.C.C. Annual Report Form A. Schedules 411 and 531. 

Revenue Ton Miles 
Thousands 

~ules of Road 1962 

*� Includes: 
Southern Pacific Co .....•...............• 11,781.82 48,220,409 
Northwestern Pacific HR. Co •..•...••....• J28.34 648,934 
Pacific Electric Ry. Co •..•.........••.•• 318.12 Not Available 
St. Louis Southwestern Ry. Line . 1,554.30 5,685,489 

Total� 13,982.58 54,554,832 

# Includes: 
Union Pacific RR. Co•.••••...........•••• 9,704 8 81 33,187,576 
Spokane International RR. Co •..•..••••••• 149.61 144,623 

Total� 9,854.42 3:3,332,199 

¢ See Table VI a, for method of allocation. 
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II.� 

STA'J,'IS'EIGAI.· PRH~Sr:NrATION OR 'nl'-; l\SSUI"lED� 
UP-CRI&P ANDSP-CRI&P i"1ERGERS AI'·H)� 

COMPARISON TO THE rnLHAUKEE� 

The following map and tables are based on the best 

available information and oertain estimates for a division 

of the Rock Islano, and the combination of each segment into 

the Union Paoific and Southern Pacific Syste~s, respectively. 

The map shows the new UP-CRI&P and SP-CRI&P sYstems in com

parison with the Milwaukee. 

It should be partioularly noted that the assumed merf,ers 

contemplate an extenEion of the Southern Pacifio only to Kansas 

City, but not to Chicago, with both the Rock Island's Kansas 

City and Council Bl~ffs lines to Chicago, its Kansas City

St. LOUis lines, and. its lines to Minneapolis-St. Paul being 

acquired by the Union Pacific. 

Generally, the same statistics presented in Section I 

are used to give an illustration of the size and financial 

strength of eaoh new oompany, and the oomparison of same with , 

the Milwaukee. 

Table VI is an arithmetical allocation of Rook Island 

items to the Southern Pacific and Union Pacific; it does not 

inolude the substantial, annual savings inherent in suoh 

mergers. 
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TABLE VI 

STATEMENT SHOWING SELECTED 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. 

* # 
S.P.Co. and D.P. and 

Southern Northern C.M.St.P. 
Item CRI&P Lines CRI&P Lines & P.RR.Co. 

'(a)� Total Railway Operating Revenues ~ $879,281,094 $638,764,123 $227,664,109 

(b) Other Income ** ..•.•............. 34,446,471 61,203,500 3,942,131� 

(c) Total Revenues and Other Income ••• 913,727,565 699,967,623 231,606,240 

(d) Net Income ** .....•.............. 79,189,387 86,955,848 2,655,443� 

(e)� Percent of Combined Ry. Operating 
Revs. and Other Income Remaining 
.As Net Income •••.•............. 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 •••••.••.••....•..� 3.30% 3.24% 1.46% 

(i) Miles of Road Operated ** .� 17,545 14,134 10,540 

(j) Revenue Ton Miles (000) # # . 60,275,469 40,766,499 14,139,668 

(k) Reyenue Ton Miles Per Mile of Road 3,435,478 2,884,286 1,341,524 

* Includes S.P.Co., Northwestern Pacific RR. Co., Pacific Electric Co., and 
St. Louis Southwestern Ry. Lines. 

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

** C.R.I.&P.RR.Co. allocation on Miles of Road Operated, Table VI 8.� 

## C.R.I.&P.RR.Co. allocation on Rev. Ton Miles Table VI a.� 
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TABLE VI a 

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 

Miles of 
Road Revenue Total 

Operated Ton Railway 
End of Miles Freight Operating 

Item Year (000) Rev(;}nue Revenue 

Part that could go 
to the U.P. R.R. Co. 

Illinois ............ 32.5.95 1,482,701 $ 21,207,761 $ 32,112,544 
Iowa ............... 
Missouri ·........... 2,074.65 

509.88 
2,586,777 

977,353 
36,337,615 
11,190,102 

44,208,017 
13,789,083 

Minnesota .................. 287.92 345,824 3,998,881 5,409,287 
# So. Dakota ............. 58.79 # 2,000 # 59,994 # 59,372 

* Kansas ...................... 526.50 * 1,377,161 * 17,072,227 * 19,737,022 
Nebraska ..................... 238,21 254,583 3,090,620 3,589,919 
Colorado ...................... 257.78 407.901 3.905.047 4,576.771 

Total ...................... 4,279.68 7,434,300 96,862,2.47 123,482,015 
Percent .................. 54.6% 56.5% 59.4% 61.5% 

Part that could go 
to the S.P. Co. 

Kansas .......................... , 593.72 1,552,969 19,251,661 22,256,641�* * * * 
New Mexico .................. 153.42 288,252 3,194,738 3,902,234� 
Oklahoma ·.................... 1,053.65 1,658,938 19,106,152 22,218,342� 
Arkansas ·.................... 597.80 802,799 9,697,129 10,859,309� 
Louisiana ...................... 187.56 135,698 1,374,769 1,394,197� 
Tennessee .. .. .. .. .. .. .. .. .. .. 1.41• 3,346 34,839 54,417� 
Texas ............................ 971....40 1.278.635 13.559.037 16,759,532� 

Total ........................ 3,561.99 5,720,637 66,218,325 77,444,672� 
Percent ................ 45.4% 43.5% 40Q6% 38.5%� 

Total ................... 7,841.67 13,154,937 163,080,572 200,926,687� 

# Due to inconsistencies in reportinrr, the tot.al of the states does not equal 
the system figures and as So. Dakota was not reported all eqwllizing was 
done to So. Dakota. 

* Kansas WaS allocated 4yJ, to U. p. 11.11.. Co. and 53~6 to S .fl'. Co. on a Miles of 
Road Operated Basis. 
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III. 

. THi:': f'~FFE:C'rs Ot" THE ASSUNED I\1ERGERS 
ON THE HIU1AUf<EE 

A. Freight Tr?ffic 

For the purposes of this report l an estimate of 8nnu81 

freight revenue losses resulting from the assumed mergers is 

predicated upon records of traffic movements during the months 

of September and December, 1958 1 and Maroh and June, 1959. 

These months were considered reasonably representative and 

used in the Milwaukee ~ Rock Island Consolidation r,tudy of 

1960. Stated in round fig .1res, the Mihmukee Railro2c1 in
'

1958 handled 39 1 900,000 tons of freight traffio, and in 1959, 

40~OOO,OOO tons. Since its ,1962 tonnage totalled 39,4 0 0,000, 

it i~ believed that the 1958-59 statistics provide a fairly 

reliable basis for this preliminary ~nalysts. 

,Because the statistics ,used in ~he Milwaukee -Rock 

Island study did not isolate oommodities, it· is impossible to 

give a det~iled statement of our anticipated losses on any in

dividual cqmmodity.On the eastbourid traffic, lumber, of oourse, 

is a very important oommodity, as is oanned goods, and, in volume, 

pe ri sh~ ble s. 

Milwaukee annual freight revenues susceptible to being 

affected by the assumed mergers, have be~n broken down as to 

originations and terminations on the Union Paoific, and origina

tions and terminations on the Southern Paoific on traffic of 
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that oompany whi6h 1s affeoted by the Central Pacifio TrRffic 

Agreement and which routes through 0gden, Utah, with the Union 

Paoific. It also shows s~parately traffic interohanged with 

the Union.Paoific at Marengo, and other not speoifioally men

tioned above. 

The most substantial losses will be incurred on Union 

Pacific originated traffio;, the second most important losses 

insofar as volume is oonoerned 0illbe on traffio terminating 

on the Union Pacifio. 

It was estimated that on originated traffic, the Union 

Pacifio would be able to influenoe at least 60% of Milwaukee 

traf~ic comp'3titive with phe Rook Island for their extension 

of haul over that l~ne and, to a lesser extent, an extension 

of haul o'ver the 11ne of.the Rock Island on traffio terminating 

on the Milwaukee where there would be both a long ~aul and a , , 

short haul gateway tnvolved. An example of this would be 
I, . . , 

traffic origin~ting in Oregon destined to Vilwau~ee, ~isoonsin, 
. ., 

which routed via Council Bluffs and the Milwaukee. Under the-

merger there would beoome available a long haul Union Pacifio 

route to Chicago and thence the Hilwaukee. The 10s8 on this 

traffiC, of oourse, would be a percentage of the division that 
.' 

would acorue from Counoil Bluffs to Chicago. 

The same situation is true on Union Paoific termtnated . . 

traffic, except that in those instanoes.our loss is estimated 

to be 30% on traffic oompetitive with the Rook Island and a 
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much lesser percentage where both long and short haul gBteways 

would become aVRilable by reason of th~ merger. 

Milwaukee traffic fr;om and to the Southern Pacific in the 

above described territory is substantial, but because of the 

brid~e aspects of the Union Pacific on such traffic, our esti

mated percentage of loss i q 10%, whioh 10% applies on both 

eastbound and westbound traffic. 

The Milwaukee has a fair interchange with the Union Pacifio 

at Marengo, and on that traffic where the acquisition of the 

Rock Island by the Union Pacific would make such rou~e oompeti

tive with the Milwaukee, the percentage of estimated loss is on 

the same basis as that used in oonnection wlth traffio that 

mov~dvia the Missouri River. 

As a matter ofoomparison, during the study period there 
. . 

were 5,203 cars terminated on the Uqion Pacific th8t were poten

t ia~; for :d i vers ion and 5,463 cars tha t origi na ted on the Union 

Pacific. On the potential incidental to Southern Pacifio traffic 
'\ ; 

through Ogden, there were 7,633 oara originated on the Southern ., 

Paoifio and 2,308 oars whioh terminated on the Southern Pacific. 

During the same period we interohanged 1,634 cars at Marengo. 

On the stated assumption that the Southern Paoifio will 

aoquire orily that portio~ of the Rock Island to and south of 

Kansas City, the committee does not believe that any loss will 

be encountered in connectio~ wtth trAffic originated on the 

Southern Paoific n01'>' interchanr,edwtth the Milwaukee at Kansas 

City. 
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The total Hilwaukee annual r'AvenUGe fromtraffio inter

changed with Union Pacific at Omaha-Council Bluffs, Kansas 

City an~ Marengo ~nd all other points, and the estimated 
/" 11" ' • 

annu8l losses resulting from the assumed mergers 8r:-e summar

lzed, on the following TabJ,.e VII. Of,,' 8 total "of $14,J80,694 

annu~l Milwaukee revenues from traffic 1nvolved lnthe effeots 

of the assumed mergers, it is estimated that the Milwaukee 

would slJsta1.n an annual loss of $3,565,193. (This figure 

takes in~o aooount ~djustment8 incidental to olaime, absorp

tion of sWitohing, transit, etc.) 

i,The type (originated, terminated and bridge) of Milwaukee 

traffic i~volved is set out in Table VIII shqwing Cars, Annual 

Milwaukee Revenue, and Estimated Annual Lossep on each type of 

traffio. 
:! 

-17



TABLE VII� 

MILWAUKlili ANNUAL REVENUESi'· ON TRAFFIC INTERCHANGED WI'lll� 
U.P. AT OMAHA-COUNCIL BLUFFS, KANSAS CITY AND MARENGO� 

AND ALL O'lllERS, AND ESTDJlATED ANNUAL LOSSES� 

Total 
¥.lilwaukee Estimated 
Annual Annual 

Item Revenue Loss 

Terminated on U.P. ·............... $ 3,006,916 $ 824,780 

Terminated on S.P. with U.P. 
as bridge carrier ·............... 1,123,811 103,025 

Originated on U.P. ·............... 2,802,883 1,510,821 

Originated on S.P. with U.P. 
as bridge carrier ·............... 2,921,819 258,746 

Total ........................ 9,855,429 2,697,372� 

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

All others ........................ 2,158,205 249,629� 

Grand Total .................. $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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TABLE VIII� 

ESTIMATED LOSSES IN MILWAUKEE ANNUAL REVENUE� 
ON TYPE OF MIUiAUKEE TRAFFIC *� 

Estimated Estimated Estimated 
Annual Annual Annual 
Number Milwaukee LOS6 in 

Item of Cars Revenue Revenue 

Originated ................ 16,773 $ 3,197,833 $ 581,604� 

Terminated ............... 20,018 3,607,416 1,079,242� 

Bridge (E.B. ) ............ 27,095 3,554,339 952,227� 

Bridge (W.B. ) ............ 17,735 4,021,106 952,120� 

Total .••.••••.....•...• 81,621 $14,380,694 $ 3,565,193 

* . Based on traffic movement during months of September and 
December, 1958 and ~~rch and June, 1959. 
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The most sizable loss in dollars would be lnourred on 

our terminated trAffic whioh, to a large extent, involves 

Union Paoifio origitJated'traffic 8f3 previously desoribed. 

Our greatest oarload volume on tr8ffio involved is th~t of 

bridge traffio v.rhich the }1ilwaukee Road hand'led betl-Jeen 

either Counoil Bluffs - Omaha or Kansas City and. the Chicago 

gateway. Based on the study period, the estimated annu~l 

movement of sUCh ,oars was 27,095 eastbound and 17,735 westbound. 

The pe rce ntage s of loss used in thts study 1.1e re the SAme 

as the Milwaukee used in the GN-NP-CB&Q study with certain addi

tions and v::lriations for different types of traffic involved in 

the ,instant study but not encountered tn that study. It would 

be impossible at this time to make any estimate as, to reductions 

in these 
!, 

losses that might 
I 

be ocoasioned by ~eason of the r8

adjustments
il 

incidental to the reoent decision of the 
I'· 

Interstate 

Commerce Commission in Docket 31503 (Transcontinental Divisions 

Case). 

In order to produce a oonservative and reasonably realistio 

estimate of losses from the assumed mergers, the oommittee be

lieves that the $3,565,193 annual loss figure should be reduced 

by an over-all 5% to make a,llowance for variations in tonnage 

handled, and the effeots of rate reductions made since 1959. 

The applioation of such a reduction results in a conservative 
; 

estimate of annual traffic revenue losses of approximately 

'~3, 3~B ,00.0. 
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This ~Rti~ate is b8S~d on actuRl tr8ffjc movements 

with percentap,8s reflecting eEtimates of loss resulting from 

extansion 0f lines., Probable changes in treffic patterns, 

resulting, for example, from the presence of the Union Pacific 

in T>1inneapol is -St. Paul, will probably ca use, ado i t,i0l18 1 tr8ffic 

losses to the Milwaukee, but to an undeterminable extent. Such 

intangibles are not included in this report, but may signifi

cantly alter the estimates. 

B. Pas8en~er Train Operation 

The so-called "City" trains are presently being operated 

j01dtly with the Union Pncific and the Southern Pacific by the 

MU.waukee betweon Chicago and Omaha. The se opera tions are cov

,ered� by a oontract which provides for a one-year termination 

notice from either party. As shownl'in the following Table IX, 

during the year 1962 the Milwaukee realized a net gain of 

$1,604,086 based on out-bf~pocket expenses in the operation of 

the City trains between Chicago and Omaha. Revenues on these 

trains were $5,590,478, and out-of-P?oket oDerating expenses 

were $3,986,392. If the Union Pacific were to aoquire its own 

line'iinto ,Chicago, it 1s presumed that the City trains would 

be transferren to that line. The result T."1ould be an annual 

loss of $1,604,086 to the Milwaukee based on 1962 operations. 
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The estimated annual loss tn freight revenues of 

33,388,000 (less adjustments for savings in operating costs 

and rents ·for handIing less freight traffic) may be combined 

with the net loss of 3L,604,086 from aiscontinued "City" train 

operations. The effect on the Milwaukee of s'uch annual losses' 

is projected on the follOWing Table X, based on the year 1962. 

The resulting damage to the I Milwaukee IS finanoial stability, 

as illustrated in Table X, requires no comment. 
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TABLE IX 

REVB~UES AND EXP~SES OF TRAINS OPERATED JuINTLY WITH 
THE UNION PACIFIC AND SOUTHERN PACIFIC BETWEEN CHICAGO AND OMAHA 

FOR THE YEAR 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 ......................................................... 491,904 356,240 848,144� 
Locomotive unit-miles ......................................... 1,689,594 912,560 2,602,154� 
Car-miles: 

Passenger coaches ............................................. 3,084,1l4 1,480,242 4,564,356� 
Sleeping cars ..................................................... 2,781,738 1,090,680 3,872,418� 
Dining, club, lounge and observation cars 1,294,664 848,144 2,142,808� 
Mail, express and baggage cars ................... 1.580,144 1,349,809 2,929,953� 

Total .......................................................... 8,740,660 4,768,8'75 13,509,535� 

REVENUES: 
Passenger ................................................................. t> 3,165,624 $ 1,275,378 $ 4,441,002 
Mail ............................................................................ 683,850 351,164 1,035,014 
Express .................................................................... 31,401 83.061 114,462 

Total .......................................................... $. 3,880,875 $ 1,709,603 1$ 5.590,478� 

OPERATING EXPENSES (OUT-OF-POCKET): 
Diesel locomotive-repairs .................. " .............. $ 352,956 $ 190,634 $ 543,590� 
Passenger train car-repairs .............................. 80,547 53,223 133,770� 
Train enginemen ...................................................... 236,657 168,883 405,540� 
Train fuel ........................................... 364,487 198,862 563,349� 
Diesel locomotive supplies ................. 22,978 12,411 35,389� 
Enginehouse expenses .......................... 38,016 20,533 58,549� 
Trainmen ................................... 292,562 192,457 485,019� 
Train supplies and expenses .................. 327,067 187,948 515,015 
Pullman operation - Net L05s ...................... ( 4,367) 40,777 36,410 
Dining and buffet service - l'Jet Loss ........ 261,353 148,652 410,005 
Depreciation on equipment ........................ 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 ................................. 84,828 104,019 188,847 
Car rental (receivable) for cars operated 
in other than these trains .................... - - (162,422)� 

Total ..................................... $ 2,565,397 $ 1,583,417 1$ 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 ......................................... 3.43 2.56 3.07� 
Cars .................................................... 17.77 13.39 15.93� 
Revenues ................................................ $ 7.89 $ 4.80 $ 6.59� 
Expenses (Out-of-Pocket) .............. . ,...... $ 5.22 $ 4.45 $ 4.70� 
Net Gain ......................................... e $ 2.67 $ .35 $ 1.89� 

* Operated in two sections during the Summer and Chriatmas season. 
() Denotes contra items. 
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TABLE X� 

STATEMENT SHOIHNG C.M.ST .P.& P. HR. CO. l\TET INCOHE PER BOOKS 
FOR THE YEAR 1962 AND AS ESTn~TED HAD THE C.R.I.& P. HR. CO. 

BEEN MERGED INTO S.P. CO. AND/OR D.P. R.R. CO. 

Year� Year 
1962� 1962 

Item� Per Books Adjustments Adjusted 

Railway operating revenues ·....... $227,664,109 - $8,979,411 $218,684,698 
Railway operating expenses ·....... 180.984.293 - /."..275 138 176 70g 1l5l5 

Net Rev. froID Ry. operations .... 46,679,816 - 4,704,273 4l, 975,543 
Railway tax accruals .............. 19.274.000 - 19 27L 000 

Railway operating income •••••••• 27,405,816 - 4,704,273 22,701,543
Net rents •••.••••••••.••....•..••• Dr.15,965,723 257 211 Dr.15.708.512-

Net Ry. operating income ·....... 11,440,093 - 4,447,062 6,993,031
Total other income •••••••••••••••• 3.942.131 1 gL2 111-

Total income •••••••••••••••••••• 15,382,224 - 4,447,062- 10,935,162
Total miscellaneous deductions .... 624,603 - 621.. 601 

Income for fixed charges ·....... 14,757,621 4,447,062 10,310,559-
Total fixed charges ............... 5,986,093� -� 5,986,093
Contingent interest ••••••••••••••• 6.116.085� 6 116 08t;-

Net income or deficit ( ) ••••••• $ 2,655,443 - $4,447,062 $ (1,791 ,619) 

Adjustments: 
Freight Revenue $3,388,933 
Passenger " (City "Trains) 4,441,002 
Mail " (City Trains) 1,035,014 
Express .. (City Trains) 114.462 $ 8,979,411 

Expenses� Frt. ~3,388,933 @ 9.30% 315,171 
Pass. Out-of-pocket 3,959~67 $ 4,275,138 

Rents� Frt. $3,388,933 @ 6.81% 230,786 
Pass. (City Trains Net) 26,422 $> 257,211 
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IV. 

THE� ADVISAl-3ILlTY OF IKTBaVENTION 
FOR CONDIl'IONS 

In the Great Northern Pacific and Burlington Lines 

merger, the Milwaukee formally took the position of "opposition 

unless ll certain condi tio~s to an aPI?,roval of" the rr~rger are 

imposed by the Interstate Commerce Commission. Informally, 

however, it was acknowledged that the Milwaukee was not at

tempting to block the merger because the six conditions which 

the r1ilwaukee proposed, and received consider8ble public support 

for, were expected to offset the adverse effects of suoh merger 

upon the Milwaukee, and possibly improve the MihJ8ukee' s corn

pet1tive position a~d financial 6tr~ngth• 

.. Thus~ the question whioh merits first consideration in 

this:stud~ is: Are thAre conditions to an I.C.C. approval of 

thes~ assumed UP-CRl&P and. SP-CRI&P mergers whioh the. Milwaukee 
"I� ,. 

can� reasonably seek, support and obtain to oQunterbalance the 
, I� I I 

esti~ated .annual los,ses in net income exceeding $4 m1)lion?, 

I",athin the soope of information available to the, Committe~, 

it has given oonsideration to the follOWing oonditions whioh 

have been suggested: 

a)� Aoq'Jisition of 'J.lraokage Rights over the Rook Island 

lines between Counoil Bluffs and Kansas City, and 

Denver; 

b)� ReVision of certain Joint Faoility Contraots with 

the Union Pacifio suoh as obligations for rental 
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pRyroents for the Seattle Depot, paymentG for unused 

rights over TIP tral;kage from Spokane t,) l'J!arenESo, 

Dnd contracts for 999-year terms; 

c)� Revision of contracts with the Rock Island providing 

unreasonably low charrses for swi tching and other 

services at Minneapolis, and a disadvanta~eous re

ciprooal sWitching 9rrangement at Davenport, 10w8; 

d)� Acquisition of certain Union Pacific trackage in 

Washington, Oregon, Idaho and Montana; 

e)� Switching services by the Union Pacific for the 

Milwaukee at Portland; trackage rights to Eugene, 

Oregon; 

f) Alternativ~ plans for merger of Union Pacifi.c and 

Milwaukee,Southern Pacifip, and Roqk Islan~; 

g) Developmeny and expansion of interchange at the 

Marengo Gateway.
, I, 

The� C.ommittee has conclUded that these sug~ested conditions 
1 

do not apBear to provide a realistio or praoticable approaoh to 

these assumed mergers. Within the limltationsof the financial 

ability of the Milwaukee, acceptahility by the I.C.C. or the 

public, and desirability as effective offsets to antioipated 

revenue losses to the Milwaukee, intervention to remain an 

independent railroad strengthened by certain conditions does 

not appear feasible. In the apparent absence of oonditions, 

reasonably oapable of realization, to adequately o0unterbalance 
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the Cldverse effects of suoh mer,~er8, it ?-PP~8rs unlikely that 

the Mi lwaukee cOllld continue, to remain physically and financiF.llly 

healthy unless it became a part of a beneficial r8il merger. 

v. 

RECOMMENDATIONS 

In the past, consideration has been given to the possibil

ity of a Union Pacific -Milwaukee merger. In 1960 a formal 

study and report, and certain neg0tiations, were developed FlS 

to a proposed consol idB tion of the Mi hJauke e !"lnd the Rock I s land. 

The Coverdale & Colpitts Report of December 9, 1960, estimated 
\ 

that annual recurring savings of $25,803,000 would result from 

a Milwaukee -Rock Island merger. The end-to-end traffic gener

ated by oombining these two lines With the Union Pacific could 

be expected to produce very'substantial reve,nue increases. 

Base~ on past s,tudies and the likelihood of CQmmission 

appr9val, ithe Committee i,s of the opinion that, in" the publio 

interest, the most desirable merger involving the Rock Island 
\

,f 

would be a Milwaukee -Rock Island merger. It would c~mbine 
, 

two relatively weak railroads (compared to Southern Paoific, 

Union Pacific, Santa Fe, and the possible Great Northern 

Pacifio & Burlington), and enable the realization of large 

economies and improved service to the public. Whether present 

negotiations between Union facific and Rock Island ,are suoh 

that a renewal of Milwaukee-Rock Island negotiations is 

appropriate, is a policy question not within the purview of , 
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the� Committee's assignment. 

However, in the proceedings as assumed for the pllrposes 

of this report, it is the Committee IS conclusion that the 

I"1ilw8ukee has no reasonable alternative bl~t to intervene in 

opposi tion unless it be included in '8 Union Pacifti:: -Rock 

Island (with or without its southern lines) m8r~er. 

Suoh position l..louldappear to be more effective than out 

and out, unconditional opposition, although it might have the 

same result. The possible r~sults of the recommended position 

are threefold: 

(1)� An order conditioning approval of the proposed 

,mergers upon the inclusion of the Milwaukee, and 
. I' .' 

acceptance by the applicants of Buqh con~ition; 

(2) Refusal of the applicants to include the Mil'tvaukee 
d� /. , 

,upon appropriate terms, thflreby preyenti,ng the 
I.� , ' 

consummation of the proposed acquiqition,anq, mergers; 

and 
'! 

(3)� Refusal of the I.C.C. to impose a d6ndition requirtng 

the inclusion of a railroad the size of the Mil,wBukee. 

Whether such decision would or would not then permit 

consolidations of the size of the proposed UP-CRI&P 

and SP-CRI&P systems, particularly in view of the 

report of the President's Interagency Committee on 

Transport Mergers, released March 6, 1963, maybe 

open to question. (In the event that the aS8umed 
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Milwaukee, study ~i~ht be directed to thepos

sibillty of a Southern Paqlfic with CRI&P 

It is ther~for~ recommehded, b~8ed on prAsen~lY,Av~ilable 

inforwAtion, that in the event of the filing of applic3tions 

involVing the Union Paeiflc, Rook Island, and Southern Pacific, 

as assumed herein, the Milwaukee can best protect its interests 

by intervention in opposition unl~sB included in a Union 

Pacifio - Rock Island merger. 

J. 'r. HAYES 
H. .J. McKENNA 
R. K. MERRILL 
P. s. PA'rTERSON 
S. W. HI DER JR.· 
L. R. SHELLENBARGER 
R. T. WHITE 

'l'HE COMr"lI'rTEE 
\ 

Dat~d May 3, 196J. 
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