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- PFRTING NOTES: IEW MIDWAU S LINES, WEDMESDAI MARCH 26,115 , 7:00 p.m., at Fife High

Sehool, Tacoms, Washington — .
By Cordon Hogers
Estimated Attendance: About LOO peopls.

811l Arnold (President of Mew Milwaukee lLines) called meeting to order. Said "The Credit
Union's doin' goed," Introduced Fred Simpson,

Fred Simpsen: (1) The ICC didn't find anything good about the creditors' propesal, which
was liguidation., The trustee's proposal was worse than Wew Milwsukee's. The ICC said
the potential revenue was much less than Tew Mil claimed, being exiremely conservative

in its estinmates,

(2) The ICC imposed 2 new criterion for approvel of & reorganization plan, which is that
the plan must predict at least 1l percent retura on the invested capitel, Howaver, the
FRA testified that only two reilroads in the United Staiss pay 11%; therefore the crdi-
terion iz unrealistie, WNo reorggnized reilroad could pessibly pay that well at the
outset, Also the ICC said neither plaa is equitable to the credilors. et the creditors
thought the HewMil plan was good. Therefore Simpson feels that t(he ICC simply does not
want reorganization, and the FRA tekes ihe same position, The ICC found that Lhe NewMil
plan would meet treditional criteria, The whole proceeding shows that lew Mil has been
right all slong and that the trustee cannot possibly reorgsnize the line as ne wiches.

(3) Bl's offer of $21 million for the lines in Washington State is sorap value. The Mil~
wavkee can withdraw from the Inclusiocn cage [merger) within 7 daye and destroy all the
records, It is alao sgreed thal the Miles City pateway will be ¢losad. Therefore the
line hetween Miles City and Twin Cities can never be profiiable,

(4) The tmstee sazld the T0C'e decision was uareasomable armd he would lock hard at his
plan and revise it. Loltus ol the FRA thought the irustee was deolng & "great job" and
the FRA is prepered to lend him 930 and later £50 million to continus operations. Credi~

tors cross=examined Loftus azuad he could not suppert his Dlas towasrd the eastern part ef the -

system. Creditors said they will eppeal if I'RA losns the money, Mesnwhile the trustes
will continue to operate.

(8) Abandemment is no longer in twhe hands of the ICC, per the Milwaukee destructuring fct.
The court can meke the final deeision, The ILC sald Lines West cannol e meorganized

and recommended thatl il Le zbandomed. The Judge has not signed the abandonmsnl order yet.
(Bvidently this meana the line 1s up for sslas.)

(6) The 3tatas of Mombana and So, Dakota have Leen very aetive in trying to preserve lines
west. So. Dak, leglslature pessed a sales tax to buy the Milw, lines in their stats,
Montana has supported Hewil and has got several million § of support. They propose teo
buy the lines from Miles City to Marengo including all the DLrameh lines in Moantana.

{7) Dixy lee Ray and Jimmy Carter have dons a great deasl of harm to lew i#il, while Senators
Magnuson and Jackson have dome en outstanding Job in owr favor,

{8) The Restructuring Act wos not what we wanted, but it gave us & preferred position.
{9) Baployees raiBed over $200,000 in a year and a half,

(10) Simpson thinks trustee Millman regigned begause he saw the oan of worms that was
being opencd.... Ogilve has acted ln complete oodlivien, ignoring all oppesition.

(11) The final JCO decision (72 pages I think he said) is a “patchwork" of bits and
pleces fyrom variocus bearings zes though it were writlen by different pecple. I interpret
him 25 mesning that they didn't follow all the notes they took at various hearings, wrote
a rather incoherent docum-nt.

{12) The Milw, is worth £900 million znd debts are $400 million; and if it is ripped wp




“=amrsold for sorap, the er . 1d have "a piece .. action,®™ "The creditors
are licking their chops for . goli Y -

{13) He thinks the performance of our government in this matter has been "disgraceful,®

Bill Brodsky: (1) Agrees with Simpson. GCommends employees and gov't leaders who helped.

(2) The only way to get the railroad on its feet is for us to buy it. He bhinks the
employecs can lake out & loan and that shippers will participate; Staie of So. Dak, will
participate; and that we can buy the railroad west of St. Paul, A major development in
the financing program is the interest shown by B=afirst Bank and lLazard Fremes, He thinks
we can put together a package in whiech they ecan participate., We will be looking at that
in the next two weeks. The Board of Diresctors vobed unanimously to continues the effort
and to try to acquire the railroad.

Simpson: He thinks labor protection is not inconsistent with purchesing the railread,

The ssle to 1IN has to be approved Ly the Bankruploy Court and The ICC. The cowt has
approved 1%, but the IGC may take 2 long time to act om it,

My question: How can New dlwavkee get approval to buy the ¥R in preference to the BN?
Answer: (by Simpson} “If any group coues 1ln with money they csn get approval.™

Simpson: Under the BN merger Hilw. was bo get additional traffie and "conda.tmn 3. Iif
the conditions didn'i work oub, in 5 years the Milw could petition to join BN or to get
additional concessions., ICC refused the appeal which was made in 5 years and it is still
pending. L8 a condltion of this sale, the trusvee has agreed to drop that petlition.

The ICC decision took everybody oy swprise., ILveryoody expectel eltler zpproval of Newlil
or liquidation. The thing is in flux and some developments are coming in the next few days.

d: Why is UP dumping grevel on Milw property on the north sidé of ocur new yard at Fife?

A: (By Simpson) They are working on the joint rig,ht.-af-way. The asker insisted it was on
Milw properiy and Simpson says no, hut thaet UF is expecting some day to tale it over,

Q: GLe. smployees' role iu purchasing the WR: Answer: Simpson doubls that the employees
have the wherewithal o help purchase the RRj therefore they shéuld try to get the best
possible settlement, "I we acquire the HB, I assure you the auwployees will get your
jobs back.”

Q: Are we supposed to support 2 new railroad that will start all over from scrateh and
we lose our sendority? snswer apparently wae that if &n exployes takes severance pay he
severs connection with the Milw and loses hi= senipprity. The law says you have to go
to Judge leMillen and demand your mosey; but he wiil refuse, and you will have tu appeal
to another ¢ourt and it will go on for years,

Simpson thinks we will have sn indicetion in a few weeks whether the sale will £0 through;
but finaliszation may take 2 year. The purchase price {per Brodsky's caleulstion) is
about $200 millionj but it is negotisble, If we had the time and resourees to fight,

we could make 2 case oul of the LC's adoption of new crifterdia; but w don't.

Privately after the meeting: I remarked to 511l Armold thsat what Simpson said aboul the
decigion econfirmed my suspicion that the whole develepment has been & gonspiracy, bub I
wasn't swre whether the creditors or the 2N was vshind ik, He said he fell no doubt that
the BN wes behind it, I said we should at least file & eomplaint and seream bloody
murder in publie., He said in a few days you will hesr some big news, and then excused
himself and walked away quickly as though he had begun to spill some beans. Then I
asked another offlcial if theve were some secret development in our favor, He said yes,
there is something very big brewing that we should be hearing ebout seoon, and quickly
excused himself from further discussion.




